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■ Fiscal 2007 Business Results
1. Performance Overview
In the fiscal year ended March 31, 2007, Toyota posted record business
results across the board. On a consolidated basis, Toyota achieved a
year-on-year increase of 550,000 units in vehicle sales, to 8,524,000
vehicles; a 13.8% increase in net revenues, to ¥23,948.0 billion; a 19.2%
increase in operating income, to ¥2,238.6 billion; and a 19.8% increase
in net income, to ¥1,644.0 billion. 

Due to various factors contributing a total of ¥720.0 billion to income,
which offset expenses associated with operational expansion of ¥359.7
billion, operating income increased ¥360.3 billion and surpassed ¥2
trillion for the first time. Factors that contributed to increased income
were sales efforts (¥330.0 billion), cost reductions (¥100.0 billion), and
the effect of changes in currency exchange rates (¥290.0 billion). 

In fiscal 2007, we were able to advance the development of
technologies and products for the future while achieving a large increase
in earnings, which resulted from increased vehicle sales through
favorable  overseas sales and cost reductions and other factors. Also, we
believe that we have managed to move toward a more globally balanced
earnings structure by growing earnings in Europe and Central and
South America. Toyota will continue to build a rock-solid base through
the improvement of technology, supply, and marketing and their
supporting factors: product quality, cost, and human resources. Toyota
will continue to work toward stable, long-term growth by taking in
opportunities while avoiding or absorbing risks in all product segments
and regions.

2. Geographic Segment Information
In Japan, earnings were significantly higher, with a 13.0% increase in net
revenues, to ¥14,815.3 billion, and a 35.4% rise in operating income, to
¥1,457.2 billion. Earnings were up due to a significant increase in vehicle
exports resulting from Toyota’s raising of domestic production capacity
in the previous fiscal year to meet heavier overseas demand.

In North America, net revenues increased 17.5%, to ¥9,029.7
billion, while operating income decreased 9.3%, to ¥449.6 billion.
Despite incurring temporary expenses related to the start-up of the
Texas plant, Toyota maintained high income levels due to strong sales
of such new models as the RAV4, Camry, FJ Cruiser, and Yaris.
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In Europe, Toyota recorded a large rise in earnings, with increases
of 29.9% in net revenues, to ¥3,542.1 billion, and 46.2% in operating
income, to ¥137.3 billion. Favorable sales of core models, including the
Yaris, Aygo, and RAV4, contributed to higher earnings.

In Asia, net revenues were up 8.9%, to ¥2,225.6 billion, but operating
income was down 19.2%, to ¥117.6 billion. The decrease in operating
income was mainly attributable to lower vehicle sales associated with
downturns in certain markets, such as Indonesia and Taiwan.

In Other Regions, net revenues grew 20.0%, to ¥1,922.7 billion, and
operating income was up 24.3%, to ¥83.5 billion. This increase resulted
from strong sales of the IMV* series in Central and South America and
Africa and the Camry in Oceania.

Furthermore, equity in earnings of affiliated companies was up
27.5%, to ¥209.5 billion, mainly due to the strong performances of
domestic affiliated companies and joint venture companies in China. 

■ Financial Strategy
The three key components of Toyota’s financial strategy are Growth,
Efficiency, and Stability. We believe that the balanced pursuit of those
three priorities over the medium-to-long term will allow us to achieve
steady and sustainable growth as well as to increase corporate value.

1. Growth: Improving technology, supply, and marketing through
continued forward-looking investments

We believe developing technology to create new markets, strengthening
supply to meet global demands, and improving marketing to accurately
reflect market demand require continued active investment in research
and development and capital expenditures. In fiscal 2007, the benefits of
its forward-looking investments to date enabled Toyota to maintain
positive free cash flow even with capital expenditures** of approximately
¥1.5 trillion and research and development expenses of approximately
¥890 billion. We intend to continue to invest actively for stable, long-
term growth.
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* IMV: An abbreviation of Innovative International Multipurpose Vehicle, which refers to SUVs, pickup
trucks, and other multipurpose vehicles that Toyota develops and produces overseas for markets
worldwide.

** Excluding leased assets
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2. Efficiency: Maintaining and improving profitability and capital efficiency
In fiscal 2007, Toyota’s operating income margin was 9.3% and Return
on Equity (“ROE”) was 14.7%. Toyota has achieved significant
improvements since fiscal 2002 when its operating income margin was
7.7% and ROE 7.8%. We will maintain high levels of profitability by
introducing products efficiently through the development of core global
models, realizing the benefits of innovative VI Activity cost reductions,
expanding production systems that link plants in Japan and abroad, and
developing and introducing highly efficient production engineering of
the kind typified by the Takaoka plant’s innovative production line.
Furthermore, Toyota will continue to acquire its own shares with a view
to maintaining and improving profitability and capital efficiency.

3. Stability: Maintaining a solid financial base
Toyota maintains a solid financial base by ensuring sufficient liquidity
and stable shareholders’ equity. At fiscal year-end, liquid assets* were
approximately ¥4.2 trillion, while shareholders’ equity amounted to
approximately ¥11.8 trillion. Toyota’s sound financial position enables it
to continue investing for growth, even during rapid fluctuations in
business and market conditions, and underpins the high credit ratings
that enable access to low-cost, stable financing. In view of  the expected
growth in automotive markets worldwide, we believe that maintaining
adequate liquid funds is essential for the implementation of forward-
looking investment to improve products, and to develop next-generation
technology, as well as to establish production and sales systems in Japan
and overseas for the further global expansion of operations.

■ Dividends and Acquisition of Shares
Toyota regards the distribution of profits to its shareholders as one of its
priority management policies and continuously strives to increase per
share earnings. With respect to the payment of dividends, Toyota seeks
to enhance the distribution of profits by striving to secure a consolidated
dividend payout ratio of 30% over the medium-to-long term while giving
due consideration to such factors as the business results of each term
and new investment plans. Reflecting its dividend policy, in fiscal 2007
Toyota paid a significantly higher annual dividend of ¥120.00 per share,
up ¥30.00 per share from the previous fiscal year. This annual dividend
was Toyota’s highest to date and marked the eighth consecutive year of
increased dividends. Furthermore, the consolidated dividend payout
ratio rose from the previous fiscal year’s 21.3% to 23.4%.
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Toyota has mostly completed the acquisition of its shares pursuant
to authorization that it received to acquire up to 30 million shares, for a
maximum aggregate purchase price of ¥200 billion, from the 102nd
Ordinary General Shareholders’ Meeting in 2006. Also, in fiscal 2007
Toyota acquired a total of ¥299.5 billion, or 44.95 million of its own
shares. Between fiscal 1997, when Toyota began acquiring its shares,
and June 30, 2007, Toyota acquired a total of ¥2.54 trillion, or 681.29
million of its shares. Further, Toyota received authorization to acquire
up to 30 million of its own shares, for a maximum aggregate purchase
price of ¥250 billion, from the 103rd Ordinary General Shareholders’
Meeting in 2007. In addition, the offer for the sale of shares made in
November 2006 largely eliminated the risk of destabilizing the supply
and demand balance resulting from the release of Toyota’s shares by
public institutions. However, Toyota intends to continue acquiring its
own shares in order to respond to changes in business conditions and
improve capital efficiency.

■ Consolidated Results Outlook for Fiscal 2008
In the fiscal year ending March 31, 2008, we project sales of 8.89 million
vehicles, net revenues of ¥25.00 trillion, operating income of ¥2.25
trillion, and net income of ¥1.65 trillion on a consolidated basis. These
projections assume currency exchange rates of ¥115=US$1 and ¥150=1
Euro. Further, we anticipate capital expenditure* of ¥1.50 trillion and
depreciation* of ¥1.20 trillion. Remaining mindful of efficient utilization
and with a view to heightening its capabilities in technology to develop
future growth areas, Toyota plans to increase research and development
expenditures by approximately ¥50 billion compared with fiscal 2007, to
¥940 billion. In fiscal 2008, we will continue to invest for growth while
targeting higher earnings with efforts to increase vehicle sales and
reduce costs.

July 2007

Mitsuo Kinoshita, Executive Vice President

* Excluding leased assets




