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All financial information discussed in this section is derived from Toyota’s consolidated financial 
statements that appear elsewhere in this annual report. The financial statements have been prepared 
in conformity with accounting principles generally accepted in the United States of America.

The business segments of Toyota include automo-
tive operations, financial services operations and 
all other operations. Automotive operations are 
Toyota’s most significant business segment, 
accounting for 89% of Toyota’s total revenues 
before the elimination of intersegment revenues 
for fiscal 2011. Toyota’s primary markets based 
on vehicle unit sales for fiscal 2011 were: Japan 
(26%), North America (28%), Europe (11%) and 
Asia (17%). Japan’s economy suffered greatly 
from the effects of the Great East Japan 
Earthquake that occurred on March 11, 2011, and 
its aftermath (collectively, the “Great East Japan 
Earthquake”). Toyota experienced impacts on its 
production in the latter half of March 2011. This 
also had an effect on Toyota’s results of operations 
in fiscal 2011, particularly in terms of damages on 
several types of assets such as inventories and 
an increase in provision for credit losses. The 
following analysis describes these impacts. See 
“Information on the Company — Business 
Overview —” for more detailed information of the 

based on location of customers for the past three 
fiscal years.
 During fiscal 2010, Toyota’s consolidated 
vehicle unit sales in Japan increased as compared 
with the prior fiscal year reflecting frequent 
introduction of new products and sales efforts of 
domestic dealers. During fiscal 2011, market 
conditions in Japan deteriorated as compared 
with the prior fiscal year. Despite this, Toyota and 
Lexus brands’ market share in Japan excluding 
mini-vehicles was 47.3%, and Toyota’s market 
share (including Daihatsu and Hino brands) in 
Japan including mini-vehicles was 43.7%, both 
maintaining the high level of market share in 
Japan from the prior fiscal year. Overseas consoli-
dated vehicle unit sales decreased during fiscal 
2010, whereas they increased during fiscal 2011. 
During fiscal 2010, total overseas vehicle unit 
sales decreased, particularly in Europe, despite 
an increase in Asia. During fiscal 2011, vehicle 
unit sales increased in Asia and Other.
 Toyota’s share of total vehicle unit sales in 
each market is influenced by the quality, safety, 
reliability, price, design, performance, economy 
and utility of Toyota’s vehicles compared with 
those offered by other manufacturers. The timely 
introduction of new or redesigned vehicles is also 
an important factor in satisfying customer needs. 

Great East Japan Earthquake.

The worldwide automotive market is highly 
competitive and volatile. The demand for automo-
biles is affected by a number of factors including 
social, political and general economic conditions; 
introduction of new vehicles and technologies; 
and costs incurred by customers to purchase or 
operate vehicles. These factors can cause 
consumer demand to vary substantially in different 
geographic markets and for different types of 
automobiles.
 During fiscal 2011, the automotive market 
expanded especially in emerging countries such 
as China, and technological development and 
new product launches have accelerated, primarily 
due to increased consumer demand for the 
compact and low-price vehicles and heightened 
worldwide environmental awareness.
 The following table sets forth Toyota’s consoli-
dated vehicle unit sales by geographic market 

Toyota’s ability to satisfy changing customer 
preferences can affect its revenues and earnings 
significantly.
 The profitability of Toyota’s automotive 
operations is affected by many factors. These 
factors include:
 • vehicle unit sales volumes,
 • the mix of vehicle models and options sold,
 • the level of parts and service sales,
 • the levels of price discounts and other sales 

incentives and marketing costs,
 • the cost of customer warranty claims and 

other customer satisfaction actions,
 • the cost of research and development and 

other fixed costs,
 • the prices of raw materials,
 • the ability to control costs,
 • the efficient use of production capacity,
 • the adverse effect on production due to the 

reliance on various suppliers for the 
provision of supplies,

 • the adverse effect on market, sales and 
productions of natural calamities and 
interruptions of social infrastructure, and

 • changes in the value of the Japanese yen 
and other currencies in which Toyota 
conducts business.

 Changes in laws, regulations, policies and 
other governmental actions can also materially 
impact the profitability of Toyota’s automotive 
operations. These laws, regulations and policies 
include those attributed to environmental matters, 
vehicle safety, fuel economy and emissions that 
can add significantly to the cost of vehicles. The 
European Union has enforced a directive that 
requires manufacturers to be financially respon-
sible for taking back end-of-life vehicles and to 
take measures to ensure that adequate used 
vehicle disposal facilities are established and 

Automotive Market Environment

Thousands of units

Year Ended March 31,

2009 2010 2011

Japan 1,945 2,163 1,913

North America 2,212 2,098 2,031

Europe 1,062 858 796

Asia 905 979 1,255

Other* 1,443 1,139 1,313

Overseas total 5,622 5,074 5,395

Total 7,567 7,237 7,308

* “Other” consists of Central and South America, Oceania, Africa and the Middle East, etc.
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those hazardous materials and recyclable parts 
are removed from vehicles prior to scrapping. 
See “Legislation Regarding End-of-Life Vehicles”, 
“Information on the Company — Business 
Overview — Governmental Regulation, Environ-
mental and Safety Standards” and note 23 to the 
consolidated financial statements for a more 
detailed discussion of these laws, regulations and 
policies. 
 Many governments also regulate local 
content, impose tariffs and other trade barriers, 
and enact price or exchange controls that can 
limit an automaker’s operations and can make the 
repatriation of profits unpredictable. Changes in 
these laws, regulations, policies and other 
governmental actions may affect the production, 
licensing, distribution or sale of Toyota’s products, 
cost of products or applicable tax rates. Toyota is 
currently one of the defendants in purported 
national class actions alleging violations of the 
U.S. Sherman Antitrust Act. Toyota believes that 
its actions have been lawful. In order to avoid a 
protracted dispute, however, Toyota entered into 
a settlement agreement with the plaintiffs at the 
end of February 2006. The settlement agreement 
is pending the approval of the federal district 
court, and immediately upon approval the 
plaintiffs will be required under the terms of the 
settlement agreement to withdraw all pending 
actions against Toyota in the federal district court 
as well as all state courts and all related actions 
will be closed. From time-to-time when potential 
safety problems arise, Toyota issues vehicle 
recalls and takes other safety measures including 
safety campaigns with respect to its vehicles. In 
November 2009, Toyota announced a safety 
campaign in North America for certain models of 
Toyota and Lexus brands’ vehicles related to floor 
mat entrapment of accelerator pedals, and later 
expanded it to include additional models. In 

order to offer financial services in many countries.
 Toyota’s competitors for retail financing and 
retail leasing include commercial banks, credit 
unions and other finance companies. Meanwhile, 
commercial banks and other captive automobile 
finance companies also compete against Toyota’s 
wholesale financing activities.
 Toyota’s financial assets decreased during 
fiscal 2011 due to the unfavorable impact of 
fluctuations in foreign currency translation rates.

 The following table provides information regarding Toyota’s finance receivables and operating leases in 
the past two fiscal years.

January 2010, Toyota announced a recall in North 
America for certain models of Toyota vehicles 
related to sticking and slow-to-return accelerator 
pedals. Also in January 2010, Toyota recalled in 
Europe and China certain models of Toyota 
vehicles related to sticking accelerator pedals. In 
February 2010, Toyota announced a recall in 
markets including Japan, North America and 
Europe related to the braking control system in 
certain vehicle models including the Prius. The 
recalls and other safety measures described 
above have led to a number of claims, lawsuits 
and government investigations against Toyota in 
the United States. For a more detailed description 
of these claims, lawsuits and government investi-
gations, see note 23 to the consolidated financial 
statements.
 The worldwide automotive industry is in a 
period of global competition which may continue 
for the foreseeable future, and in general the 
competitive environment in which Toyota operates 
is likely to intensify. Toyota believes it has the 
resources, strategies and technologies in place 
to compete effectively in the industry as an 
independent company for the foreseeable future.

Financial Services Operations

The competition of worldwide automobile financial 
services industry is intensifying despite the 
recovery trend in the automotive markets. As 
competition increases, margins on financing 
transactions may decrease and market share 
may also decline as customers obtain financing 
for Toyota vehicles from alternative sources.
 Toyota’s financial services operations mainly 
include loans and leasing programs for customers 
and dealers. Toyota believes that its ability to 
provide financing to its customers is an important 
value added service. Therefore, Toyota has 
expanded its network of finance subsidiaries in 
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Yen in millions

March 31,

2010 2011

Finance Receivables

Retail ¥ 7,162,082 ¥ 7,128,453

Finance leases 1,232,508 1,123,188

Wholesale and other dealer loans 2,051,301 1,990,557

10,445,891  10,242,198

Deferred origination costs 109,747 104,391

Unearned income (482,983) (496,235)

Allowance for credit losses

Retail (160,351) (92,199)

Finance leases (36,917) (36,024)

Wholesale and other dealer loans (35,211) (28,580)

(232,479) (156,803)

Total finance receivables, net 9,840,176 9,693,551

Less – Current portion (4,209,496) (4,136,805)

Noncurrent finance receivables, net ¥ 5,630,680 ¥ 5,556,746

Operating Leases

Vehicles ¥ 2,516,948 ¥ 2,404,032

Equipment 96,300 87,914

2,613,248 2,491,946

Less – Accumulated depreciation (791,169) (662,255)

Vehicles and equipment on operating leases, net ¥ 1,822,079 ¥ 1,829,691

Total Assets by Financial Services Operations
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 Toyota’s finance receivables are subject to 
collectability risks. These risks include consumer 
and dealer insolvencies and insufficient collateral 
values (less costs to sell) to realize the full carrying 
values of these receivables. See discussion in 
“Critical Accounting Estimates — Allowance for 
Doubtful Accounts and Credit Losses” and note 
11 to the consolidated financial statements.
 Toyota continues to originate leases to finance 
new Toyota vehicles. These leasing activities are 
subject to residual value risk. Residual value 
losses could be incurred when the lessee of a 
vehicle does not exercise the option to purchase 
the vehicle at the end of the lease term. See 
discussion in “Critical Accounting Estimates — 
Investment in Operating Leases” and note 2 to 
the consolidated financial statements.
 Toyota enters into interest rate swap 
agreements and cross currency interest rate swap 
agreements to convert its fixed-rate debt to 
variable-rate functional currency debt. A portion 
of the derivative instruments are entered into to 
hedge interest rate risk from an economic 
perspective and are not designated as a hedge 
of specific assets or liabilities on Toyota’s 
consolidated balance sheet and accordingly, 
unrealized gains or losses related to derivatives 
that are not designated as a hedge are recognized 
currently in operations. See discussion in “Critical 
Accounting Estimates — Derivatives and Other 
Contracts at Fair Value” and “Quantitative and 
Qualitative Disclosures about Market Risk” and 
note 20 to the consolidated financial statements.
 The fluctuations in funding costs can affect 
the profitability of Toyota’s financial services 
operations. Funding costs are affected by a 
number of factors, some of which are not in 
Toyota’s control. These factors include general 
economic conditions, prevailing interest rates and 
Toyota’s financial strength. Funding costs 

changes in the prevailing exchange rates of the 
currencies in those countries in which Toyota 
does business compared with the Japanese yen. 
Even though the fluctuations of currency exchange 
rates to the Japanese yen can be substantial, 
and, therefore, significantly impact comparisons 
with prior periods and among the various 
geographic markets, the translation risk is a 
reporting consideration and does not reflect 
Toyota’s underlying results of operations. Toyota 
does not hedge against translation risk.
 Transaction risk is the risk that the currency 
structure of Toyota’s costs and liabilities will 
deviate from the currency structure of sales 
proceeds and assets. Transaction risk relates 
primarily to sales proceeds from Toyota’s 
non-domestic operations from vehicles produced 
in Japan.
 Toyota believes that the location of its 
production facilities in different parts of the world 
has significantly reduced the level of transaction 
risk. As part of its globalization strategy, Toyota 
has continued to localize production by 
constructing production facilities in the major 
markets in which it sells its vehicles. In calendar 
2009 and 2010, Toyota produced 64.5% and 
73.4% of Toyota’s non-domestic sales outside 
Japan, respectively. In North America, 60.0% and 
72.6% of vehicles sold in calendar 2009 and 2010 
respectively were produced locally. In Europe, 
57.0% and 59.0% of vehicles sold in calendar 
2009 and 2010 respectively were produced 
locally. Localizing production enables Toyota to 
locally purchase many of the supplies and 
resources used in the production process, which 
allows for a better match of local currency 
revenues with local currency expenses.
 Toyota also enters into foreign currency 
transactions and other hedging instruments to 
address a portion of its transaction risk. This has 

decreased during fiscal 2010 and 2011, mainly as 
a result of lower interest rates.
 Toyota launched its credit card business in 
Japan in April 2001. As of March 31, 2010, Toyota 
had 7.7 million cardholders, an increase of 0.6 
million cardholders compared with March 31, 
2009. As of March 31, 2011, Toyota had 8.9 million 
cardholders, an increase of 1.2 million cardholders 
compared with March 31, 2010. The credit card 
receivables at March 31, 2010 increased by ¥30.8 
billion from March 31, 2009 to ¥255.4 billion. The 
credit card receivables at March 31, 2011 
increased by ¥8.1 billion from March 31, 2010 to 
¥263.5 billion. 

Other Business Operations

Toyota’s other business operations consist of 
housing, including the manufacture and sale of 
prefabricated homes; information technology 
related businesses, including information 
technology and telecommunications, intelligent 
transport systems, GAZOO and other. 
 Toyota does not expect its other business 
operations to materially contribute to Toyota’s 
consolidated results of operations. 

Currency Fluctuations

Toyota is affected by fluctuations in foreign 
currency exchange rates. In addition to the 
Japanese yen, Toyota is exposed to fluctuations 
in the value of the U.S. dollar and the euro and, to 
a lesser extent, the Australian dollar, the Canadian 
dollar, the British pound, and others. Toyota’s 
consolidated financial statements, which are 
presented in Japanese yen, are affected by 
foreign currency exchange fluctuations through 
both translation risk and transaction risk.
 Translation risk is the risk that Toyota’s 
consolidated financial statements for a particular 
period or for a particular date will be affected by 

reduced, but not eliminated, the effects of foreign 
currency exchange rate fluctuations, which in 
some years can be significant. See notes 20 and 
21 to the consolidated financial statements for 
additional information.
 Generally, a weakening of the Japanese yen 
against other currencies has a positive effect on 
Toyota’s revenues, operating income and net 
income attributable to Toyota Motor Corporation. 
A strengthening of the Japanese yen against 
other currencies has the opposite effect. In fiscal 
2010 and 2011, the Japanese yen was on average 
and at the end of the fiscal year stronger against 
the U.S. dollar and the euro in comparison to the 
prior fiscal year. See further discussion in 
“Quantitative and Qualitative Disclosures about 
Market Risk — Market Risk Disclosures — Foreign 
Currency Exchange Rate Risk”. 
 During fiscal 2010 and 2011, the average 
exchange rate of the Japanese yen strengthened 
against the major currencies including the U.S. 
dollar and the euro compared with the average 
exchange rate of the prior fiscal year. The 
operating results excluding the impact of currency 
fluctuations described in “Results of Operations 
— Fiscal 2011 Compared with Fiscal 2010” and 
“Results of Operations — Fiscal 2010 Compared 
with Fiscal 2009” show results of net revenues 
obtained by applying the Japanese yen’s average 
exchange rate in the previous fiscal year to the 
local currency-denominated net revenues for 
fiscal 2010 and 2011, respectively, as if the value 
of the Japanese yen had remained constant for 
the comparable periods. Results excluding the 
impact of currency fluctuations year-on-year are 
not on the same basis as Toyota’s consolidated 
financial statements and do not conform with U.S. 
GAAP. Furthermore, Toyota does not believe that 
these measures are a substitute for U.S. GAAP 
measures. However, Toyota believes that such 
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results excluding the impact of currency 
fluctuations year-on-year provide additional useful 
information to investors regarding the operating 
performance on a local currency basis.

Segmentation

Toyota’s most significant business segment is its 
automotive operations. Toyota carries out its 
automotive operations as a global competitor in 
the worldwide automotive market. Management 
allocates resources to, and assesses the 
performance of, its automotive operations as a 
single business segment on a worldwide basis. 

Toyota does not manage any subset of its 
automotive operations, such as domestic or 
overseas operations or parts, as separate 
management units.
 The management of the automotive operations 
is aligned on a functional basis with managers 
having oversight responsibility for the major 
operating functions within the segment. 
Management assesses financial and non-financial 
data such as vehicle unit sales, production 
volume, market share information, vehicle model 
plans and plant location costs to allocate 
resources within the automotive operations.

The following table sets forth Toyota’s net revenues in each geographic 
market based on the country location of the parent company or the 
subsidiaries that transacted the sale with the external customer for the 
past three fiscal years.

Japan 36.7 %
North America 28.1 %
Europe 10.1 %
Asia 16.5 %
All Other Markets 8.6 %

Yen in millions

Year ended March 31,

2009 2010 2011

Japan ¥7,471,916 ¥7,314,813 ¥6,966,929

North America 6,097,676 5,583,228  5,327,809

Europe 2,889,753 2,082,671 1,920,416

Asia 2,450,412 2,431,648 3,138,112

Other* 1,619,813 1,538,613  1,640,422

Revenues by Market
FY2011

* “Other” consists of Central and South America, Oceania and Africa.
* “Other” consists of Central and South America, Oceania and Africa.

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Net revenues:

Japan ¥11,220,303 ¥10,986,246 ¥ (234,057)     −2.1%

North America 5,670,526 5,429,136 (241,390) −4.3%

Europe 2,147,049 1,981,497 (165,552) −7.7%

Asia 2,655,327 3,374,534 719,207 +27.1%

Other* 1,673,861 1,809,116 135,255 +8.1%
Intersegment elimination/

unallocated amount (4,416,093)     (4,586,841) (170,748) —

Total ¥18,950,973 ¥18,993,688 ¥    42,715 +0.2%

Operating income (loss):

Japan ¥    (225,242) ¥    (362,396) ¥ (137,154) —

North America 85,490 339,503 254,013 +297.1%

Europe (32,955) 13,148 46,103 —

Asia 203,527 312,977 109,450 +53.8%

Other* 115,574 160,129 44,555 +38.6%
Intersegment elimination/

unallocated amount 1,122 4,918 3,796 +338.3%

Total ¥     147,516   ¥     468,279 ¥   320,763 +217.4%

Operating margin 0.8% 2.5% 1.7%
Income before income taxes and equity 

in earnings of affiliated companies 291,468 563,290 271,822 +93.3%
Net margin from income before income taxes 

and equity in earnings of affiliated companies 1.5% 3.0% 1.5%
Equity in earnings of affiliated 

companies 45,408 215,016 169,608 +373.5%
Net income attributable to Toyota 

Motor Corporation 209,456 408,183 198,727 +94.9%

Net margin attributable to Toyota 
Motor Corporation 1.1% 2.1% 1.0%
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Toyota had net revenues for fiscal 2011 of ¥18,993.6 
billion, an increase of ¥42.7 billion, or 0.2%, 
compared with the prior fiscal year. This increase 
reflects the impact of increased vehicle unit sales 
and changes in sales mix of approximately 
¥740.0 billion, as well as increased parts sales of 
¥69.8 billion, partially offset by unfavorable impact 
of fluctuations in foreign currency translation rates 
of ¥801.3 billion. Excluding the difference in the 
Japanese yen value used for translation purposes 
of ¥801.3 billion, net revenues would have been 
approximately ¥19,794.9 billion during fiscal 2011, 
a 4.5% increase compared with the prior fiscal 
year. The automotive market in fiscal 2011 
contracted by 6.6% in Japan compared with the 
prior fiscal year due to the decline in demand 
following the conclusion of subsidies for 
environmentally-friendly vehicles (“eco-car”) 
offered by the government as a part of its stimulus 
packages, as well as the impact of the Great East 

 Toyota’s net revenues include net revenues 
from sales of products, consisting of net revenues 
from automotive operations and all other 
operations, that increased by 0.5% during fiscal 
2011 compared with the prior fiscal year to 
¥17,820.5 billion, and net revenues from financial 
services operations that decreased by 4.3% 
during fiscal 2011 compared with the prior fiscal 
year to ¥1,173.1 billion. Excluding the difference in 
the Japanese yen value used for translation 
purposes of ¥724.1 billion, net revenues from 
sales of products would have been ¥18,544.6 
billion, a 4.6% increase during fiscal 2011 

 Geographically, net revenues (before the 
elimination of intersegment revenues) for fiscal 
2011 decreased by 2.1% in Japan, 4.3% in North 
America, and 7.7% in Europe, whereas net 
revenues increased by 27.1% in Asia and 8.1% in 
Other compared with the prior fiscal year. 
Excluding the difference in the Japanese yen 
value used for translation purposes of ¥801.3 

compared with the prior fiscal year. The increase 
in net revenues from sales of products is due to 
an increase in Toyota vehicle unit sales by 71 
thousand vehicles. Excluding the difference in 
the Japanese yen value used for translation 
purposes of ¥77.2 billion, net revenues from 
financial services operations would have been 
approximately ¥1,250.3 billion, a 2.0% increase 
during fiscal 2011 compared with the prior fiscal 
year. This increase was mainly due to the increase 
of ¥13.1 billion rental revenue generated by 
vehicles and equipment on operating lease.

billion, net revenues in fiscal 2011 would have 
decreased by 2.1% in Japan, and would have 
increased by 3.6% in North America, 4.1% in 
Europe, 29.7% in Asia and 11.0% in Other 
compared with the prior fiscal year.
 The following is a discussion of net revenues 
in each geographic market (before the elimination 
of intersegment revenues).

 The table below shows Toyota’s net revenues from external customers by product category and by 
business.

 The following table shows the number of financing contracts by geographic region at the end of the 
fiscal 2011 and 2010, respectively.

Japan Earthquake. However, the Asian automotive 
market marked a significant increase of 27.6% 
compared with the prior calendar year, reflecting 
the recovery trend of the Asian economy. Under 
these automotive market conditions, Toyota’s 
consolidated vehicle unit sales increased to 7,308 
thousand vehicles by 1.0% compared with the 
prior fiscal year.

Net Revenues
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(¥ Billion)

Net Revenues

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Vehicles ¥14,309,595 ¥14,507,479 ¥ 197,884 +1.4%

Parts and components for overseas production 355,273 335,366 (19,907) −5.6%

Parts and components for after service 1,543,941 1,553,497 9,556 +0.6%

Other 978,499 926,411 (52,088) −5.3%

Total Automotive 17,187,308 17,322,753 135,445 +0.8%

All Other 537,421 497,767 (39,654) −7.4%

Total sales of products 17,724,729 17,820,520 95,791 +0.5%

Financial services 1,226,244 1,173,168 (53,076) −4.3%

Total ¥18,950,973 ¥18,993,688 ¥   42,715 +0.2%

 Numbers of financing contracts in thousands

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Japan 1,684 1,709 25 +1.5%

North America 4,488 4,654 166 +3.7%

Europe 774 790 16 +2.0%

Asia 428 522 94 +22.1%

Other* 476 527 51 +10.7%

Total 7,850 8,202 352 +4.5%

* “Other” consists of Central and South America, Oceania and Africa.
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Thousands of units

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Toyota’s consolidated vehicle unit sales 2,163 1,913 (250) −11.5%

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Net revenues:

Sales of products ¥11,095,044 ¥10,864,329 ¥(230,715) −2.1%

Financial services 125,259 121,917 (3,342) −2.7%

Total ¥11,220,303 ¥10,986,246 ¥(234,057) −2.1%

Japan

Thousands of units

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Toyota’s consolidated vehicle unit sales 858 796 (62) −7.3%

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Net revenues:

Sales of products ¥2,065,768 ¥1,910,336 ¥(155,432) −7.5%

Financial services 81,281 71,161 (10,120) −12.5%

Total ¥2,147,049 ¥1,981,497 ¥(165,552) −7.7%

Europe

Thousands of units

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Toyota’s consolidated vehicle unit sales 2,098 2,031 (67) −3.2%

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Net revenues:

Sales of products ¥4,782,379 ¥4,603,192 ¥(179,187) −3.7%

Financial services 888,147 825,944 (62,203) −7.0%

Total ¥5,670,526 ¥5,429,136 ¥(241,390) −4.3%

North America

Management's Discussion and Analysis of Financial Condition and Results of Operations

Due to the decline in demand following the 
conclusion of subsidies for eco-car offered by the 
government as a part of its stimulus packages, as 
well as the impact of the Great East Japan 
Earthquake, Toyota’s domestic vehicle unit sales 
decreased by 250 thousand vehicles compared 
with the prior fiscal year. The decrease in vehicle 
unit sales resulted primarily from a 30 thousand 

Although retail sales of Toyota and Lexus brands’ 
vehicles increased in some European countries 
compared with the prior fiscal year, such as 36 
thousand vehicles, or 52.5%, increase in Russia 
and 20 thousand vehicles, or 82.6%, increase in 
Turkey, net revenues in Europe generally 
decreased due primarily to the 62 thousand 

In North America, the vehicle unit sales of 
specified vehicle models increased due to the 
recovering trends of the automobile market and 
improvements to the overall economy. The 
increase in vehicle unit sales and this impact on 

thousand vehicles, or 14.1%, increase in RAV4 
sales. Despite the improvements including a 
favorable effect of changes in sales mix, net 
revenues decreased compared with the prior 
fiscal year due to the decrease in vehicle unit 
sales by an intense competitive environment that 
introduced new vehicle models to the market and 
the unfavorable impact of fluctuations in foreign 

vehicles, or 31.1%, decrease in Passo sales and a 
29 thousand vehicles, or 38.4%, decrease in 
WISH sales. On the other hand, the decrease in 
net revenues from domestic vehicle unit sales 
was partially offset by the increase in the number 
of exported vehicles for the overseas markets of 
190 thousand vehicles, or 8.6%.

vehicles decrease in Toyota’s vehicle unit sales 
compared with the prior fiscal year resulting from 
a decrease in demand following the conclusion of 
government stimulus packages in Western 
Europe, and the unfavorable impact of fluctuations 
in foreign currency translation rates of ¥253.2 
billion.

sales trends were mainly represented by a 48 
thousand vehicles, or 54.5%, increase in Sienna 
sales, a 30 thousand vehicles, or 39.2%, increase 
in Highlander sales, a 29 thousand vehicles, or 
123.7%, increase in 4Runner sales, and a 27 

currency translation rates of ¥448.0 billion. The 
decrease in vehicle unit sales resulted primarily 
from an 84 thousand vehicles, or 23.0%, decrease 
in Corolla sales and a 28 thousand vehicles, or 
7.9%, decrease in Camry sales, partially offset by 
the increase in vehicle unit sales of the 
aforementioned specified vehicle models.
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Thousands of units

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Toyota’s consolidated vehicle unit sales 979 1,255 276 +28.1%

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Net revenues:

Sales of products ¥2,612,595 ¥3,325,466 ¥712,871 +27.3%

Financial services 42,732 49,068 6,336 +14.8%

Total ¥2,655,327 ¥3,374,534 ¥719,207 +27.1%

Asia

Thousands of units

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Toyota’s consolidated vehicle unit sales 1,139 1,313 174 +15.3%

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Net revenues:

Sales of products ¥1,571,846 ¥1,694,680 ¥122,834 +7.8%

Financial services 102,015 114,436 12,421 +12.2%

Total ¥1,673,861 ¥1,809,116 ¥135,255 +8.1%

Other

Management's Discussion and Analysis of Financial Condition and Results of Operations

Toyota’s vehicle unit sales in Asia increased by 
276 thousand vehicles compared with the prior 
fiscal year and represented a record high unit 
sales. This increase in net revenues was due to 
the overall recovery of Asian automotive markets 
which was supported by the recovery trend of the 

Operating costs and expenses decreased by 
¥278.0 billion, or 1.5%, to ¥18,525.4 billion during 
fiscal 2011 compared with the prior fiscal year. 
This decrease resulted from the ¥765.1 billion 
favorable impact of fluctuations in foreign currency 
translation rates, and the ¥180.0 billion impact of 
cost reduction efforts, partially offset by the 
¥580.0 billion impact of increase in vehicle unit 
sales and change in sales mix and the ¥71.7 
billion increase in the miscellaneous costs and 
others including ¥20.0 billion increase in costs 
related to the Great East Japan Earthquake, and 
the ¥15.4 billion impact of increase in parts sales.
 The ¥71.7 billion increase in miscellaneous 
costs and others includes ¥30.0 billion increase 
in product quality related expenses. This cost 
increased compared with the prior fiscal year due 
to the approximately ¥100.0 billion increase in 
costs related to recalls and other safety measures 
conducted to heighten the level of reassurance 
for customers, partially offset by the approximately 

Net revenues in Other increased due to increases 
in Toyota’s vehicle unit sales as a result of 
economic recovery in certain of these markets. 
Toyota’s vehicle unit sales increased by 103 

Asian economy, particularly in Thailand and 
Indonesia. Excluding the difference of ¥70.7 
billion in the Japanese yen value used for 
translation purposes, net revenues would have 
increased by ¥789.9 billion.

¥70.0 billion decrease in product warranty costs 
due to decrease in payments to repair or replace 
defects of vehicles based on warranty contracts. 
See note 14 to the consolidated financial 
statements for further information.
 In fiscal 2011, Toyota announced recalls and 
other safety measures including the following:
 In July 2010, Toyota announced in Japan and 
other regions the voluntary safety recall of certain 
models of Toyota and Lexus brands’ vehicles 
related to abnormal engine noise or idling due to 
engine valve springs that contained some foreign 
materials. The affected vehicle models included 
Crown, GS350/450h/460, IS350, and LS460/600h/ 
600hL, and 275 thousand vehicles were included 
in this recall.
 In August 2010, Toyota announced in North 
America the voluntary safety recall of certain 
models of Toyota vehicles to address the check 
engine illuminations and harsh shifting that may 
result from improper manufacturing of some 

thousand vehicles in the Middle East, by 50 
thousand vehicles in Central and South America, 
and by 25 thousand vehicles in Africa, respectively, 
compared with the prior fiscal year.

Operating Costs and Expenses

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Operating costs and expenses

Cost of products sold ¥15,971,496 ¥15,985,783 ¥   14,287 +0.1%

Cost of financing operations 712,301 629,543 (82,758) −11.6%

Selling, general and administrative 2,119,660 1,910,083 (209,577) −9.9%

Total ¥18,803,457 ¥18,525,409 ¥(278,048) −1.5%

Yen in millions

Changes in operating costs and expenses: 2011 vs. 2010 Change

Effect of increase in vehicle unit sales and changes in sales mix ¥ 580,000

Effect of fluctuation in foreign currency translation rates (765,100)

Effect of increase in parts sales 15,400

Effect of cost reduction efforts (180,000)

Effect of increase in miscellaneous costs and others 71,652

Total ¥(278,048)
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Cost of products sold increased by ¥14.3 billion, or 
0.1%, to ¥15,985.8 billion during fiscal 2011 
compared with the prior fiscal year. The increase 
resulted from the ¥520.0 billion impact of increase 
in vehicle unit sales and changes in sales mix, 
¥90.0 billion increase in miscellaneous costs, and 
the ¥13.9 billion impact of increases in parts sales, 
partially offset by the ¥584.9 billion favorable impact 
of fluctuations in foreign currency translation rates, 
and the ¥180.0 billion impact of cost reduction 

efforts. The increase in miscellaneous costs was 
due mainly to the ¥30.0 billion increase in costs 
related to quality initiatives, the ¥25.0 billion increase 
in research and development expenses and the 
¥5.2 billion increase in labor costs. The increase in 
vehicle unit sales and the changes in sales mix was 
due to the automotive market recovery associated 
with global economic turnaround.

Electronic Control Modules (ECMs). The affected 
vehicle models included Corolla and Matrix, and 
1,360 thousand vehicles were included in this 
recall.
 In October 2010, Toyota announced in Japan 
and other regions the voluntary safety recall of 
certain models of Toyota and Lexus brands’ 
vehicles related to the connector terminal that may 
fail due to the inflexibility of the material of the fuel 
pump wiring harness and braking performance 
that may gradually decline by brake fluid leakage 
from the brake master cylinder. The affected 
vehicle models included Crown, Crown Majesta, 
Mark X, KlugerL, KlugerV, Harrier, AlphardG, 
AlphardV, Avalon, Highlander, RX330, GS300, 
GS350, IS250, IS350, and IS220D, and 1,470 
thousand vehicles were included in this recall.
 In January 2011, Toyota announced in Japan 
and other regions the voluntary safety recall of 
certain models of Toyota and Lexus brands’ 
vehicles to address fuel leakage that may result 
from improper manufacturing of engine fuel pipe 
and fuel pump. The affected vehicle models 
included Noah, Voxy, RAV4L, RAV4J, Caldina, 
Isis, Vista, Vista Ardeo, Opa, Premio, Allion, Gaia, 
Nadia, WISH, Avensis, and Avensis Wagon and 
1,343 thousand vehicles were included in this 
recall.
 The net changes in fiscal 2010 and 2011 in 
the accrual for the four recalls and other safety 
measures that occurred in fiscal 2010 are shown 
below.

 Toyota expanded the coverage of a safety 
campaign in North America for certain models of 
Toyota and Lexus brands’ vehicles related to floor 
mat entrapment of accelerator pedals to include 
additional models, which was initially announced 
in November 2009. In March 2011, Toyota also 
expanded the safety campaign coverage to 
include more models to heighten the level of 
reassurance for customers. The vehicle models 
involved were LX570, RAV4, and 4Runner.

During fiscal 2011, continued cost reduction efforts 
reduced operating costs and expenses by ¥180.0 
billion. The effect of cost reduction efforts include 
the impact of fluctuation in the price of steel, precious 
metals, non-ferrous alloys including aluminum, 
plastic parts and other production materials and 
parts. In fiscal 2011, raw materials prices were on an 
increasing trend; however, continued cost reduction 
efforts, by working closely with suppliers, contributed 
to the improvement in earnings by offsetting the 
effects from price increase. These cost reduction 
efforts related to ongoing value engineering and 
value analysis activities, the use of common parts 
resulting in a reduction of part types and other 
manufacturing initiatives designed to reduce the 
costs of vehicle production.

Management's Discussion and Analysis of Financial Condition and Results of Operations

Cost of Products Sold

Cost of Financing Operations
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Cost of Products Sold

Cost of financing operations decreased by ¥82.8 
billion, or 11.6%, to ¥629.5 billion during fiscal 2011 
compared with the prior fiscal year. The decrease 
resulted from the ¥64.7 billion favorable impact of 
fluctuations in foreign currency translation rates, 

the ¥30.0 billion decrease in provision for residual 
value losses and the ¥6.4 billion recognition of 
valuation gains on interest rate swaps stated at fair 
value. The decrease in provision for residual value 
losses is attributable to prices in the used vehicles 
markets remaining at an unprecedented high level 
particularly in the United States.

Selling, general and administrative expenses 
decreased by ¥209.5 billion, or 9.9%, to ¥1,910.1 
billion during fiscal 2011 compared with the prior 
fiscal year. This decrease reflects the ¥115.5 
billion favorable impact of fluctuations in foreign 
currency translation rates and the ¥83.9 billion 
decrease for the financial services operations. 
This decrease for the financial services operations 
includes the ¥100.0 billion decrease in provision 
for credit losses and net charge-offs, which is 
attributable to the prices of used vehicles 
remaining at an unprecedented high level mainly 
in the United States and the prices of used Toyota 
and Lexus brands’ vehicles also remaining at a 
high level, partially offset by the ¥15.0 billion 
increase in provision for credit losses and 
charge-offs in relation to the Great East Japan 
Earthquake.

Yen in millions
2011 vs. 2010

 Change

Changes in cost of financing operations:
Effect of fluctuation in foreign 

currency translation rates ¥(64,700)
Effect of increase in valuation gains 

on interest rate swaps stated at 
fair value (6,400)

Effect of decrease in provision for 
residual value losses (30,000)

Other 18,342

Total ¥(82,758)

Selling, General and Administrative Expenses
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R&D Expenses

Cost Reduction Efforts

Yen in millions

Year ended March 31,

2010 2011

Balance at the beginning of year ¥        — ¥ 56,600

Accrual 89,000 13,100

Amounts paid (32,400) (51,700)

Balance at the end of year ¥ 56,600 ¥ 18,000
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North America

Europe

Yen in millions

2011 vs. 2010
 Change

Changes in operating income and loss:
Effect of fluctuation in foreign 

currency translation rates ¥  1,400
Effect of cost reduction efforts, 

decrease in miscellaneous costs 
and others 44,703

Total ¥46,103

the ¥330.0 billion unfavorable impact of fluctuations 
in foreign currency translation rates and the ¥50.0 
billion increase in miscellaneous costs and others, 
partially offset by the ¥140.0 billion impact of cost 
reduction efforts in automotive operations. The 
¥50.0 billion increase in miscellaneous costs and 
others includes the ¥20.0 billion increase in costs 
related to the Great East Japan Earthquake.

The increase in operating losses in Japan was due 
to the ¥252.2 billion increase in cost reduction 
efforts, increase in miscellaneous costs and others, 
partially offset by the ¥115.0 billion impact of increase 
in the number of exported vehicles for the overseas 
market. The cost reduction efforts, increase in 
miscellaneous costs and others were mainly due to 

The increase in operating income in North 
America was due to the ¥130.0 billion increase in 
operating income in the financial services 
operations including impacts of the ¥100.0 billion 
decrease in the provision for credit losses and net 
charge-offs and the ¥30.0 billion decrease in the 
provision for residual value losses primarily for 
sales finance subsidiaries in the United States, 
the ¥105.0 billion impact of increase in production 
volume, the ¥30.0 billion impact of cost reduction 
efforts, and the ¥15.0 billion decrease in 
miscellaneous costs and others, partially offset 
by the ¥23.8 billion unfavorable impact of the 
fluctuations in foreign currency translation rates. 
The increase in production volume in North 
America is attributable to the increase in local 
vehicle production by 296 thousands of RAV4, 
Highlander and other models.

The increase in operating income in Europe was 
due to the ¥30.0 billion decrease in miscellaneous 
costs in automotive operations, the ¥5.0 billion 
effect of cost reduction efforts, the ¥5.0 billion 
increase in operating income in the financial 
services operations, and the ¥1.4 billion favorable 
impact of fluctuations in foreign currency 
translation rates.

The increase in operating income in Asia was due 
to the ¥105.0 billion impact of increases in both 
production volume and vehicle unit sales and 
other operational factors, partially offset by the 
¥5.9 billion unfavorable impact of fluctuations in 
foreign currency translation rates. The increases 
in both production volume and vehicle unit sales 

Yen in millions

2011 vs. 2010
 Change

Changes in operating income and loss:
Effect of increase in production volume 

and other operational factors ¥105,000
Effect of fluctuation in foreign 

currency translation rates (23,800)
Effect of financial services operations, 

cost reduction efforts, decrease in 
miscellaneous costs and others 172,813

Total ¥254,013 Asia

Yen in millions

2011 vs. 2010
 Change

Changes in operating income and loss:
Effect of increase in production 

volume and vehicle unit sales and 
other operational factors ¥105,000

Effect of fluctuation in foreign 
currency translation rates (5,900)

Effect of cost reduction efforts, decrease 
in miscellaneous costs and others 10,350

Total ¥109,450

Toyota’s operating income increased by ¥320.7 
billion, or 217.4%, to ¥468.2 billion during fiscal 
2011 compared with the prior fiscal year. This 
increase was favorably impacted by the ¥300.0 
billion increase in vehicle unit sales and changes 
in sales mix and other operational factors, the 
¥54.4 billion increase in parts sales, the ¥32.6 
billion impact of cost reduction efforts, financial 
services operations, and others, partially offset by 
the ¥36.2 billion unfavorable impact of fluctuations 
in foreign currency translation rates, and the ¥30.0 
billion increase in miscellaneous costs including 
¥20.0 billion impact of increase in expenses 
related to the Great East Japan Earthquake. The 
¥32.6 billion increase of cost reduction efforts, 
financial services operations, and others was due 
to the ¥180.0 billion impact of cost reduction 
efforts and the ¥130.0 billion impact of financial 
services operations, partially offset by the ¥290.0 
billion unfavorable impact of fluctuations in foreign 
currency translation rates.
 During fiscal 2011, operating income (before 
elimination of intersegment profits), increased by 
¥254.1 billion, or 297.1%, in North America, 

 The following is a description of operating 
income and loss in each geographic market.

increased by ¥46.1 billion in Europe, increased by 
¥109.4 billion, or 53.8%, in Asia, and increased 
by ¥44.6 billion, or 38.6%, in Other compared 
with the prior fiscal year, whereas it decreased by 
¥137.2 billion in Japan.

Operating Income

Yen in millions

2011 vs. 2010
 Change

Changes in operating income and loss:
Effect of increase in vehicle unit sales 

and changes in sales mix and other 
operational factors ¥300,000

Effect of increase in parts sales 54,400
Effect of fluctuation in foreign 

currency translation rates (36,200) 
Effect of increase in miscellaneous 

costs (30,000)
Effect of cost reduction efforts, 

financial services operations, and 
others 32,563

Total ¥320,763
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Japan

Yen in millions

2011 vs. 2010
 Change

Changes in operating income and loss:
Effect of increase in the number of 

exported vehicles for the overseas 
market and other operational factors ¥ 115,000

Effect of cost reduction efforts, 
increase in miscellaneous costs 
and others (252,154)

Total ¥(137,154)
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Net income attributable to the shareholders of 
Toyota Motor Corporation increased by ¥198.7 
billion, or 94.9%, to ¥408.1 billion during fiscal 
2011 compared with the prior fiscal year.

Other comprehensive income decreased by 
¥558.8 billion to loss of ¥297.9 billion for fiscal 
2011 compared with the prior fiscal year. This 
decrease resulted from unfavorable foreign 
currency translation adjustments losses of ¥287.6 
billion in fiscal 2011 compared with gains of ¥9.8 
billion in the prior fiscal year, and from unrealized 
holding losses on securities in fiscal 2011 of ¥26.1 
billion compared with gains of ¥176.4 billion in the 
prior fiscal year. The decrease in unrealized 
holding gains on securities was due to changes 
in stock prices.

The automotive operations segment is Toyota’s 
largest operating segment by net revenues. Net 
revenues for the automotive segment increased 
during fiscal 2011 by ¥139.9 billion, or 0.8%, 
compared with the prior fiscal year to ¥17,337.3 
billion. The increase was due to the ¥740.0 billion 
impact of increased vehicle unit sales and the 
changes in sales mix and the ¥69.8 billion increase 
in parts sales, partially offset by the ¥722.5 billion 
unfavorable impact of fluctuations in foreign 
currency translation rates.

 Operating income from the automotive 
operations increased by ¥172.3 billion during fiscal 
2011 compared with the prior fiscal year to ¥86.0 
billion. This increase in operating income was due 
to the ¥300.0 billion impact of increased vehicle 
unit sales and the changes in sales mix, the ¥180.0 
billion effect of cost reduction efforts and the ¥54.4 
billion impact of increase in parts sales, partially 
offset by the ¥30.0 billion increase in miscellaneous 
costs and the ¥290.0 billion unfavorable impact of 
fluctuations in foreign currency rates.

The following is a discussion of results of operations for each of Toyota’s operating segments. The 
amounts presented are prior to intersegment elimination.

Net Income attributable to Toyota Motor 
Corporation

Other Comprehensive Income and Loss

Segment Information

Automotive Operations Segment
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Net Income (Loss), and ROE

Yen in millions

Year ended March 31, 2011 vs. 2010 Change

2010 2011 Amount Percentage

Automotive
Net revenues ¥17,197,428 ¥17,337,320 ¥139,892 +0.8%

Operating income (loss) (86,370) 85,973 172,343 —

Financial Services
Net revenues ¥  1,245,407 ¥  1,192,205 ¥ (53,202) −4.3%

Operating income 246,927 358,280 111,353 +45.1%

All Other
Net revenues ¥     947,615 ¥     972,252 ¥  24,637 +2.6%

Operating income (loss) (8,860) 35,242 44,102 —

Intersegment elimination/ 
unallocated amount:

Net revenues  ¥    (439,477) ¥    (508,089)  ¥ (68,612) —

Operating income (loss) (4,181) (11,216) (7,035) —

in Asia were primarily attributable to the increase 
in Toyota’s vehicle unit sales by 276 thousand 
vehicles supported by the recovery of Asian 
automotive markets, particularly in Thailand and 
Indonesia, as the Asian economy is generally in 
the recovery trend.

Interest and dividend income increased by ¥12.6 
billion, or 16.0%, to ¥90.8 billion during fiscal 2011 
compared with the prior fiscal year due to the 
¥10.5 billion increase of dividend income.
 Interest expense decreased by ¥4.1 billion, or 
12.2%, to ¥29.3 billion during fiscal 2011 
compared with the prior fiscal year.
 Foreign exchange gain, net decreased by 
¥53.9 billion, or 79.0%, to ¥14.3 billion during 
fiscal 2011 compared with the prior fiscal year. 
Foreign exchange gains and losses include the 
differences between the value of foreign currency 
denominated sales translated at prevailing 
exchange rates and the value of the sales amounts
settled during the year, including those settled 
using forward foreign currency exchange 
contracts.
 Other income, net decreased by ¥11.7 billion, 
or 37.7%, to ¥19.2 billion during fiscal 2011 
compared with the prior fiscal year.

The provision for income taxes increased by 
¥220.2 billion, or 237.6%, to ¥312.8 billion during 
fiscal 2011 compared with the prior fiscal year 
due to the increase in income before income 
taxes. The effective tax rate for fiscal 2011 was 
55.5%, which was higher than the statutory tax 
rate in Japan. This was due to the increase in 
deferred tax liabilities relating to undistributed 
earnings in affiliated companies accounted for by 
the equity method.

Other Income and Expenses

Net income attributable to the noncontrolling 
interest increased by ¥22.5 billion, or 64.9%, to 
¥57.3 billion during fiscal 2011 compared with the 
prior fiscal year. This increase was due to an 
increase during fiscal 2011 in net income 
attributable to the shareholders of consolidated 
subsidiaries.
 Equity in earnings of affiliated companies 
during fiscal 2011 increased by ¥169.6 billion, or 
373.5%, to ¥215.0 billion compared with the prior 
fiscal year. This increase was due to an increase 
during fiscal 2011 in net income attributable to the 
shareholders of affiliated companies accounted 
for by the equity method.

Income Taxes

Net Income and Loss attributable to the 
Noncontrolling Interest and Equity in 
Earnings of Affiliated Companies
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Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Net revenues:

Japan ¥12,186,737 ¥11,220,303 ¥   (966,434) −7.9%

North America 6,222,914 5,670,526 (552,388) −8.9%

Europe 3,013,128 2,147,049 (866,079)   −28.7%

Asia 2,719,329 2,655,327 (64,002) −2.4%

Other* 1,882,900 1,673,861 (209,039) −11.1%

Intersegment elimination/unallocated amount   (5,495,438)     (4,416,093) 1,079,345 —

Total ¥20,529,570 ¥18,950,973 ¥(1,578,597) −7.7%

Operating income (loss):

Japan ¥    (237,531) ¥    (225,242) ¥      12,289 —

North America       (390,192) 85,490 475,682 —

Europe       (143,233)       (32,955) 110,278 —

Asia 176,060 203,527 27,467  +15.6%

Other* 87,648 115,574 27,926 +31.9%

Intersegment elimination/unallocated amount 46,237 1,122 (45,115) −97.6%

Total   ¥    (461,011) ¥     147,516 ¥    608,527 —

Operating margin −2.2% 0.8% 3.0%
Income (loss) before income taxes and equity 

in earnings of affiliated companies (560,381) 291,468 851,849 —
Net margin from income (loss) before income taxes 

and equity in earnings of affiliated companies −2.7% 1.5% 4.2%

Equity in earnings of affiliated companies 42,724 45,408 2,684 +6.3%
Net income (loss) attributable to Toyota 

Motor Corporation (436,937) 209,456     646,393 —

Net margin attributable to Toyota Motor 
Corporation −2.1% 1.1% 3.2%

Toyota had net revenues for fiscal 2010 of 
¥18,950.9 billion, a decrease of ¥1,578.6 billion, 
or 7.7%, compared with the prior fiscal year. This 
decrease principally reflects the unfavorable 
impact of fluctuations in foreign currency 
translation rates of ¥986.9 billion, the impact of 
decreased vehicle unit sales and changes in 

sales mix of approximately ¥570.0 billion, partially 
offset by the increased parts sales of ¥34.9 billion 
during fiscal 2010. Excluding the difference in the 
Japanese yen value used for translation purposes 
of ¥986.9 billion, net revenues would have been 
approximately ¥19,937.8 billion during fiscal 2010, 
a 2.9% decrease compared with the prior fiscal 
year. The automotive market expanded by 10.0% 

Net Revenues

* “Other” consists of Central and South America, Oceania and Africa.

 The increase in vehicle unit sales and changes 
in sales mix was due primarily to an increase in 
Toyota’s vehicle unit sales by 71 thousand vehicles 
compared with the prior fiscal year, favored by the 
automotive market recovery during fiscal 2011. 
The increase in miscellaneous costs includes the 
¥30.0 billion increase in costs related to quality 
initiatives and the ¥5.0 billion impact of damages in 
inventories and other assets resulting from the 
Great East Japan Earthquake.

Net revenues for the financial services operations 
decreased during fiscal 2011 by ¥53.2 billion, or 
4.3%, compared with the prior fiscal year to 
¥1,192.2 billion. This decrease was primarily due to 
the unfavorable impact of fluctuations in foreign 
currency translation rates of ¥77.5 billion, partially 
offset by the ¥13.1 billion increase in rental income 

from vehicles and equipment on operating leases.
 Operating income from financial services 
operations increased by ¥111.3 billion, or 45.1%, to 
¥358.2 billion during fiscal 2011 compared with 
the prior fiscal year. This increase was due to the 
¥100.0 billion decrease in provision for credit 
losses and net charge-offs, and the ¥30.0 billion 
decrease in provision for residual value losses, 
while the provision for credit losses and net 
charge-offs include the ¥15.0 billion increase in 
provision for credit losses and net charge-offs 
related to the Great East Japan Earthquake.
 The decrease in provisions for credit losses, 
net of charge-offs and residual value losses are 
primarily attributable to used car prices rising to 
an unprecedented high level in the United States 
and the prices of used Toyota and Lexus brands’ 
vehicles also remaining at a high level.

 Ratio of credit loss experience in the United States is as follows:

Net revenues for Toyota’s other operations 
segments increased by ¥24.6 billion, or 2.6%, to 
¥972.2 billion during fiscal 2011 compared with 
the prior fiscal year.

 Operating income from Toyota’s other 
operations segments increased by ¥44.1 billion 
to ¥35.2 billion during fiscal 2011 compared with 
the prior fiscal year.

Financial Services Operations Segment

All Other Operations Segment

Year ended March 31,

2010 2011

Net charge-offs as a percentage of average gross earning assets:

Finance receivables 1.15% 0.61%

Operating lease 0.63 0.22

Total 1.03% 0.52%
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Number of financing contracts in thousands
Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Japan 1,660 1,684 24 +1.4%
North America 4,403 4,488 85 +1.9%
Europe 748 774 26 +3.5%
Asia 387 428 41 +10.6%
Other* 440 476 36 +8.2%

Total 7,638 7,850 212 +2.8%

* “Other” consists of Central and South America, Oceania and Africa.

 Geographically, net revenues (before the 
elimination of intersegment revenues) for fiscal 
2010 decreased by 7.9% in Japan, 8.9% in North 
America, 28.7% in Europe, 2.4% in Asia and 
11.1% in Other compared with the prior fiscal year. 
Excluding the difference in the Japanese yen 
value used for translation purposes of ¥1,020.2 
billion, net revenues in fiscal 2010 would have 

decreased by 7.9% in Japan, 1.2% in North 
America, 20.1% in Europe, 7.3% in Other and 
would have increased by 5.5% in Asia compared 
with the prior fiscal year.
 The following is a discussion of net revenues 
in each geographic market (before the elimination 
of intersegment revenues).

Thousands of units

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Toyota’s consolidated vehicle unit sales 1,945 2,163 218 +11.2%

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Net revenues:

Sales of products ¥12,067,494 ¥11,095,044 ¥(972,450) −8.1%

Financial services 119,243 125,259 6,016 +5.0%

Total ¥12,186,737 ¥11,220,303 ¥(966,434) −7.9%

Japan

Supported by government stimulus packages 
including the eco-car tax reduction and subsidies, 
Toyota’s domestic vehicle unit sales increased by 
218 thousand vehicles compared to the prior 
fiscal year mainly within the environmentally-
friendly and new vehicle markets, consisting of a 

210 thousand vehicles, or 297.6%, increase in 
Prius sales and a 19 thousand vehicles increase 
in SAI sales. However, net revenues in Japan 
decreased reflecting the decrease by 497 
thousand vehicles, or 18.4%, in the number of 
exported vehicles for the overseas markets.

in Japan compared to the prior fiscal year 
benefiting from the government stimulus 
packages. However, other automotive markets 
contracted significantly such as by 22.0% in 
North America and 13.7% in Europe compared to 

 Toyota’s net revenues include net revenues 
from sales of products, consisting of net revenues 
from automotive operations and all other 
operations, that decreased by 7.6% during fiscal 
2010 compared with the prior fiscal year to 
¥17,724.7 billion, and net revenues from financial 
services operations that decreased by 9.6% 
during fiscal 2010 compared with the prior fiscal 
year to ¥1,226.2 billion. Excluding the difference 
in the Japanese yen value used for translation 
purposes of ¥894.0 billion, net revenues from 
sales of products would have been ¥18,618.7 
billion, a 2.9% decrease during fiscal 2010 
compared with the prior fiscal year. The decrease 
in net revenues from sales of products is due 

 The table below shows Toyota’s net revenues from external customers by product category and by 
business segment.

the prior calendar year due to the continuous 
market downturn. Affected by this downturn, 
Toyota’s vehicle unit sales decreased to 7,237 
thousand vehicles, a decrease of 4.4%, compared 
to the prior fiscal year.

 The following table shows the number of financing contracts by geographic region at the end of the 
fiscal year 2009 and 2010.

primarily to a decrease in vehicle unit sales which 
resulted from the generally difficult market 
conditions in the automotive industry as a whole 
in fiscal 2010. Excluding the difference in the 
Japanese yen value used for translation purposes 
of ¥92.9 billion, net revenues from financial 
services operations would have been 
approximately ¥1,319.1 billion, a 2.7% decrease 
during fiscal 2010 compared with the prior fiscal 
year. The decrease in net revenues from financial 
services operations resulted primarily from the 
unfavorable impact of fluctuations in foreign 
currency translation rates of ¥92.9 billion and the 
¥63.5 billion decrease in rental income from 
vehicles and equipment on operating leases.

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Vehicles ¥15,635,490 ¥14,309,595 ¥(1,325,895)   −8.5%
Parts and components for overseas production 298,176 355,273  57,097 +19.1%
Parts and components for after service 1,575,316 1,543,941 (31,375) −2.0%
Other 1,041,519 978,499 (63,020) −6.1%

Total Automotive 18,550,501 17,187,308 (1,363,193) −7.3%
All Other 623,219 537,421 (85,798) −13.8%
Total sales of products 19,173,720 17,724,729 (1,448,991) −7.6%
Financial services 1,355,850 1,226,244 (129,606) −9.6%

Total ¥20,529,570 ¥18,950,973 ¥(1,578,597) −7.7%
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Thousands of units

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Toyota’s consolidated vehicle unit sales 1,062 858 (204) −19.2%

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Net revenues:

Sales of products ¥2,911,234 ¥2,065,768 ¥(845,466) −29.0%

Financial services 101,894 81,281 (20,613) −20.2%

Total ¥3,013,128 ¥2,147,049 ¥(866,079) −28.7%

Europe

Thousands of units

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Toyota’s consolidated vehicle unit sales 1,443 1,139 (304) −21.1%

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Net revenues:

Sales of products ¥1,779,089 ¥1,571,846 ¥(207,243) −11.6%

Financial services 103,811 102,015 (1,796) −1.7%

Total ¥1,882,900 ¥1,673,861 ¥(209,039) −11.1%

Other

Thousands of units

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Toyota’s consolidated vehicle unit sales 905 979 74 +8.3%

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Net revenues:

Sales of products ¥2,676,939 ¥2,612,595 ¥(64,344) −2.4%

Financial services 42,390 42,732 342 +0.8%

Total ¥2,719,329 ¥2,655,327 ¥(64,002) −2.4%

Asia

Although retail sales of Toyota and Lexus 
brands’ vehicle increased in some European 
countries such as increases of 9 thousand 
vehicles, or 8.5%, in Germany and 7 thousand 
vehicles, or 14.5%, in Spain compared with the 
prior fiscal year benefiting from various 
government stimulus packages, net revenues 

Although Toyota’s vehicle unit sales increased by 
74 thousand vehicles, particularly in Thailand and 
Indonesia, compared with the prior fiscal year 
due primarily to various government stimulus 
packages, net revenues in Asia decreased due 
primarily to the unfavorable impact of fluctuations 

in Europe overall decreased primarily due to 
the 204 thousand vehicles decrease in Toyota’s 
vehicle unit sales which resulted from the 
downturn in the market and the impact of 
fluctuations in foreign currency translation rates 
of ¥260.6 billion.

in foreign currency translation rates of ¥212.9 
billion. Excluding the difference in the Japanese 
yen value used for translation purposes of ¥212.9 
billion, net revenues would have increased by 
¥148.6 billion.

Thousands of units

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Toyota’s consolidated vehicle unit sales 2,212 2,098 (114) −5.2%

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Net revenues:

Sales of products ¥5,226,426 ¥4,782,379 ¥(444,047) −8.5%

Financial services 996,488 888,147 (108,341) −10.9%

Total ¥6,222,914 ¥5,670,526 ¥(552,388) −8.9%

North America

In North America, the market is recovering 
gradually from the downturn stemming from the 
financial crisis since the fall of 2008 and Toyota’s 
vehicle unit sales in the second half of fiscal 2010 
increased by 339 thousand vehicles, or 39.6%, 
year-on-year primarily consisting of an increase 
by 57 thousand vehicles, or 35.3%, increase in 
Corolla sales, 50 thousand vehicles, or 33.9%, in 
Camry sales, 48 thousand vehicles, or 86.1%, in 
RAV4 sales, and 11 thousand vehicles, or 30.2%, 
in sales of the new Sienna. This increase was in 
spite of having influence by recalls and other 
safety measures, such as the temporary decrease 
in retail sales of Toyota brand’s vehicle by 18 

thousand vehicles, or 15.8%, in January, 2010 
and 9 thousand vehicles, or 8.5%, decrease in 
February, 2010 in each case compared with the 
same month in the prior year. However, net 
revenues decreased primarily as a result of a 
decrease in vehicle unit sales by 114 thousand 
vehicles during fiscal 2010 compared with the 
prior fiscal year due to a significant decrease in 
vehicle unit sales by 453 thousand vehicles, or 
33.4%, caused by the downturn in the market 
during the first half of fiscal 2010 and the impact 
of fluctuation in foreign currency translation rates 
of ¥474.6 billion.
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 Of the ¥32.3 billion increase in costs related 
to other recalls and safety measures taken during 
fiscal 2010, approximately ¥21.0 billion is 
attributable to an accrual of additional costs in 
fiscal 2010 related to customer satisfaction 
measures with respect to Tacoma pick-up trucks 
reflecting an update to the repair ratio, based on
fiscal 2010 repair experience, and the remainder 
is the result of an increased number of small-scale 
recalls and other safety measures.
 The following is a description of the four 
recalls and other safety measures referenced 
above.
 In fiscal 2010, Toyota experienced a significant 
increase in the number of vehicles subject to 
recalls and other safety measures. There were 
over 14,000 thousand vehicles worldwide subject 
to recalls and other safety measures in fiscal 
2010, the majority of which occurred in the third 
and fourth quarters of fiscal 2010 relating to the 
following four recalls and other safety measures.
 In November 2009, Toyota announced a 
safety campaign in North America for certain 
models of Toyota and Lexus brands’ vehicles 
related to floor mat entrapment of accelerator 
pedals, and later expanded it to include additional 
models. The vehicle models involved were Camry, 
Avalon, Prius, Tacoma, Tundra, ES350, IS250/350, 
Highlander, Corolla, Venza and Matrix. In addition, 
in March 2011, Toyota expanded the safety 
campaign coverage to include additional models 
to heighten the level of reassurance for customers. 
The vehicle models involved were LX570, RAV4, 
and 4Runner. As of the end of March 2011, 
approximately 58% of the approximately 7,600 
thousand vehicles included in the campaign were 
remedied to address the potential issues.
 In January 2010, Toyota announced a recall 
in North America for certain models of Toyota 
vehicles related to sticking and slow-to-return 

accelerator pedals. The vehicle models involved 
were Tundra, Sequoia, Avalon, Camry, Corolla, 
Matrix, RAV4 and Highlander. As of the end of 
March 2011, approximately 89% of the 
approximately 2,500 thousand vehicles subject to 
this recall were remedied to address sticking and 
slow-to-return accelerator pedals.
 Also in January 2010, Toyota announced a 
recall in Europe and China for certain models of 
Toyota vehicles related to sticking and 
slow-to-return accelerator pedals. The vehicle 
models involved in Europe were Yaris, Verso, 
Corolla, Auris, Aygo, RAV4, iQ and Avensis. In 
China, the recall was limited to RAV4. As of the 
end of March 2011, approximately 89% of the 
approximately 1,700 thousand vehicles subject to 
this recall in Europe, and approximately 99% of 
the approximately 7,500 thousand vehicles subject 
to this recall in China, were remedied to address 
sticking and slow-to-return accelerator pedals.
 In February 2010, Toyota announced a 
worldwide recall related to the software program 
that controls the anti-lock braking system (ABS) in 
Prius, HS250h, Prius PHV and SAI. As of the end 
of March 2011, approximately 96% of the 
approximately 430 thousand units subject to this 
recall received program updates.
 As of the end of March 2011, a total of 
approximately 12.3 million remedies were 
announced on vehicles subject to the above four 
recalls and other safety measures. Total estimated 
costs associated with the above four recalls and 
other safety measures amounted to ¥89.0 billion 
for fiscal 2010. Of this amount, actual payments 
incurred for fiscal 2010 amounted to ¥32.4 billion 
yen. Specific types of costs involved include costs 
for parts, labor and costs related to loaner vehicles.
 The net changes in the accrual for the four 
recalls and other safety measures described 
above consist of the following:

Net revenues in Other decreased due to decreases of Toyota’s vehicle unit sales by 48 thousand 
vehicles in Central and South America, 10 thousand vehicles in Oceania, and 105 thousand vehicles 
in Africa compared to the prior fiscal year as a result of a downturn in the markets.

Operating costs and expenses decreased by 
¥2,187.1 billion, or 10.4%, to ¥18,803.4 billion 
during fiscal 2010 compared with the prior fiscal 
year. This decrease resulted primarily from the 
¥963.3 billion impact of fluctuations in foreign 
currency translation rates, the ¥520.0 billion 
impact of cost reduction efforts, the ¥470.0 billion 
decrease in fixed costs, the ¥178.7 billion 
decrease in research and development expenses, 
and the approximately ¥110.0 billion impact of the 
decrease in vehicle unit sales and the changes in 
sales mix, partially offset by the ¥11.2 billion 
impact on increase in parts sales. The decrease 
in fixed costs and other efforts are partially offset 
by the ¥105.7 billion increase in costs resulting 
from a change in the estimation model of expenses 
related to future recalls and other safety measures.

 The ¥946.3 billion in cost reduction efforts, 
decrease in fixed costs and other efforts was 
partially offset by ¥97.0 billion net increase in 
costs related to recalls and other safety measures 
from fiscal 2009 to fiscal 2010. This net increase 
includes a ¥105.7 billion increase in costs resulting 
from a change in the estimation model used to 
record Toyota’s liability for recalls and other safety 
measures in fiscal 2010, an ¥89.0 billion increase 
resulting from the total estimated costs of the four 
recalls and other safety measures in fiscal 2010 
as described below, and a ¥32.3 billion increase 
in costs related to other recalls and safety 
measures in fiscal 2010, offset by a decrease of
approximately ¥130.0 billion related to customer 
satisfaction measures with respect to certain 
Tacoma pick-up trucks in North America recorded 
in fiscal 2009 also described below.

Operating Costs and Expenses

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Operating costs and expenses
Cost of products sold ¥17,468,416 ¥15,971,496 ¥(1,496,920) −8.6%
Cost of financing operations 987,384 712,301 (275,083) −27.9%
Selling, general and administrative 2,534,781 2,119,660 (415,121) −16.4%

Total ¥20,990,581 ¥18,803,457 ¥(2,187,124) −10.4%

Yen in millions

Changes in operating costs and expenses: 2010 vs. 2009 Change

Effect of decrease in vehicle unit sales and changes in sales mix ¥   (110,000)
Effect of fluctuation in foreign currency translation rates (963,300)
Effect of increase in parts sales 11,200
Effect of decrease in research and development expenses (178,700)
Effect of cost reduction efforts, decrease in fixed costs and other efforts (946,324)

Total ¥(2,187,124)
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changes in sales mix, partially offset by the ¥9.0 
billion impact of increases in parts sales. The 
decrease in fixed costs was due mainly to the 
¥178.7 billion decline in research and 
development expenses and the ¥39.1 billion 
decline in labor costs as a result of profit 
improvement initiatives. The decrease in vehicle 
unit sales and the changes in sales mix were due 
to factors such as the substantial contraction of 
the automotive market caused by the financial 
crisis since the fall of 2008. The decrease in 
research and development expenses is 
attributable to reduced development costs 
realized as a result of Toyota’s more focused 
investment decisions for the future such as in 
environmental technologies, and effective 
management over research and development 
expenses spending.

Cost of financing operations decreased by 
¥275.1 billion, or 27.9%, to ¥712.3 billion during 
fiscal 2010 compared with the prior year. The 
decrease resulted primarily from the ¥83.5 billion 
impact of fluctuations in foreign currency 

translation rates, the ¥70.0 billion favorable 
impact of changes in funding costs, the ¥64.5 
billion recognition of valuation gains on interest 
rate swaps stated at fair value, and the ¥50.0 
billion decrease in provision for residual value 
losses. The favorable impact of changes in 
funding costs is attributable to a decline in market 
interest rates. The decrease in provision for 
residual value losses is primarily attributable to 
the recovery of the used vehicles markets 
particularly in the United States and other effects, 
partially offset by the impact from the recalls and 
other safety measures. Toyota judges this impact 
does not have a material impact on Toyota’s 
consolidated financial statements though it is 
difficult to quantify the impact from the recalls 
and other safety measures in residual value 
losses accurately.

Selling, general and administrative expenses 
decreased by ¥415.1 billion, or 16.4%, to ¥2,119.6 
billion during fiscal 2010 compared with the prior 
fiscal year. This decrease mainly reflects the 
¥173.8 billion decrease for the financial services 
operations and the ¥84.9 billion decrease of 
marketing expense. The decrease in the financial 
services operations is primarily due to the ¥140.0 
billion decrease in provision for credit losses and 
net charge-offs, which is attributable to the 0.46% 
rise in the ratio of credit losses as a result of the 
economic downturn mainly in the United States in 
the prior fiscal year, partially offset by the ¥37.3 
billion impact from the recalls and other safety 
measures. The decrease in marketing expense is 
attributable to reduced marketing costs realized 
as a result of the profit improvement initiatives.

Cost of Financing Operations

Yen in millions

2010 vs. 2009
 Change

Changes in cost of financing operations:
Effect of fluctuation in foreign 

currency translation rates ¥  (83,500)
Effect of changes in funding costs (70,000)
Effect of increase in valuation gains 

on interest rate swaps stated at 
fair value (64,500)

Effect of decrease in provision for 
residual value losses (50,000)

Other (7,083) 

Total ¥(275,083)

Selling, General and Administrative Expenses

 The following is a description of the customer 
satisfaction measures related to certain Tacoma 
pick-up trucks in North America referred to above.
 In fiscal 2009, Toyota accrued the cost of the 
customer satisfaction measures related to Tacoma 
pick-up trucks in North America in order to 
address the possibility of rust developing on the 
frame of a portion of older model Tacoma pick-up 
trucks manufactured in North America between 
1995 and 2004, by rendering repair services for a 
portion of the vehicles and providing warranty 
extensions of up to 15 years to owners of 
approximately 820 thousand vehicles, a portion 
of which may include vehicle buyback. 
Accordingly, the cost of approximately ¥130.0 
billion was recorded in operating costs and 
expenses in fiscal 2009. The repair ratio for these 
customer satisfaction measures to date has been 
relatively low due primarily to the low rate of 
incidence of rust on the frames of these vehicles 
which may occur when exposed to severe 
environmental conditions including accumulation 
of road salts. This low repair ratio was assumed in 
the calculation of the accrual.
 The net changes in the accrual for the 
customer satisfaction measures related to Tacoma 
pick-up trucks in North America described above 
consist of the following:

During fiscal 2010, continued cost reduction 
efforts reduced operating costs and expenses by 
approximately ¥520.0 billion. The cost reduction 
efforts include decreases in the prices of steel, 
precious metals, non-ferrous alloys including 
aluminum, plastic parts and other production 
materials and parts. In fiscal 2010, the decline in
raw materials prices and, continued cost reduction 
efforts, by working closely with suppliers, 
contributed to the improvement in earnings. 
These cost reduction efforts related to ongoing 
value engineering and value analysis activities, 
the use of common parts that result in a reduction 
of part types and other manufacturing initiatives 
designed to reduce the costs of vehicle 
production.

Cost of products sold decreased by ¥1,496.9 
billion, or 8.6%, to ¥15,971.5 billion during fiscal 
2010 compared with the prior fiscal year. The 
decrease resulted primarily from the ¥738.5 
billion impact of fluctuations in foreign currency 
translation rates, the ¥520.0 billion impact of cost 
reduction efforts, the ¥159.4 billion of decrease 
in fixed costs and other efforts including the 
¥178.7 billion decrease in research and 
development expenses, and the ¥88.0 billion 
impact of the decrease in vehicle unit sales and 

Yen in millions

Year ended March 31,

2010

Balance at the beginning of year ¥        —

Accrual 89,000

Amounts paid (32,400)

Balance at the end of year ¥ 56,600

Yen in millions

Year ended March 31,

2009 2010 2011

Balance at the 
beginning of year ¥         — ¥ 57,500 ¥ 50,100

Accrual 130,000 21,000 —

Amounts paid (72,500) (28,400) (22,600)

Balance at the 
end of year ¥ 57,500 ¥ 50,100 ¥ 27,500

Cost Reduction Efforts

Cost of Products Sold
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Japan

North America Europe

Yen in millions

2010 vs. 2009
 Change

Changes in operating income and loss:
Effect of decrease in production 

volume and vehicle unit sales in 
the exported markets and other 
operational factors ¥(325,000)

Effect of cost reduction efforts, 
decrease in fixed costs and    
other efforts 337,289

Total ¥   12,289

The decrease in operating losses in Japan was 
mainly due to the ¥460.0 billion impact of cost 
reduction efforts, the ¥230.0 billion decrease in fixed 
costs and other efforts in the automotive operations 
segment, partially offset by the ¥330.0 billion impact 
of decreases in both production volume and vehicle 
unit sales in the export markets and the ¥330.0 billion 
effects of changes in exchange rates. The decreases 
in both production volume and vehicle unit sales in 
the export markets are attributable to the difficult 
market conditions particularly in North America and 
Europe.

The increase in operating income in North 
America was due mainly to the ¥270.0 billion 
increase in operating income in the financial 
services operations including the ¥150.0 billion 
decrease in the provision for credit losses and net 
charge-offs and the ¥50.0 billion decrease in the 
provision for residual value losses of sales finance 
subsidiaries in the United States, the ¥130.0 billion 
decrease in fixed costs, the ¥50.0 billion impact 
of cost reduction efforts, and other efforts, partially 
offset by the ¥40.0 billion impact of decreases in 
both production volume and vehicle unit sales 
and the ¥4.1 billion impact of the fluctuations in 
foreign currency translation rates. The decreases 
in both production volume and vehicle unit sales 
in North America are attributable to the substantial 
decline in vehicle unit sales by 453 thousand 
vehicles of commercial vehicles and passenger 
vehicles due to the downturn in the market in the 
first half of fiscal 2010.

The decrease in operating loss in Europe was 
mainly due to the ¥110.0 billion decrease in fixed 
costs and the ¥10.0 billion impact of cost reduction 
efforts in the automotive operations, the ¥10.0 
billion increase in operating income in the financial 
services business, the ¥4.9 billion impact of 
fluctuations in foreign currency translation rates, 
and other efforts, partially offset by the ¥60.0 
billion decrease of both production volume and 
vehicle unit sales. The decreases in both 
production volume and vehicle unit sales in 
Europe was attributable to the decline in vehicle 
unit sales by 204 thousand vehicles in the overall 
European market compared to the prior fiscal 
year despite sales growth in some of the countries 
that benefited from government stimulus 
packages.

Yen in millions

2010 vs. 2009
 Change

Changes in operating income and loss:
Effect of decrease in production 

volume and vehicle unit sales and 
other operational factors ¥ (30,000)

Effect of fluctuation in foreign 
currency translation rates (4,100)

Effect of cost reduction efforts, 
decrease in fixed costs and other 
efforts 509,782

Total ¥ 475,682

Yen in millions

2010 vs. 2009
 Change

Changes in operating income and loss:
Effect of decrease in production 

volume and vehicle unit sales and 
other operational factors ¥ (60,000)

Effect of fluctuation in foreign 
currency translation rates 4,900

Effect of cost reduction efforts, 
decrease in fixed costs and    
other efforts 165,378

Total ¥110,278

Toyota’s operating income increased by ¥608.5 
billion to an operating income of ¥147.5 billion 
during fiscal 2010 compared with the prior year. 
This operating income was favorably impacted by 
the effects of a ¥799.7 billion cost reduction efforts, 
decrease in fixed costs and other efforts, the ¥178.7 
billion decrease in research and development 
expenses, and the ¥23.7 billion increase in parts 
sales, partially offset by the ¥380.0 billion decrease 
in vehicle unit sales and the changes in sales mix. 
The effect of cost reduction efforts, decrease in 
fixed costs and other efforts was favorably impacted 
by the ¥520.0 billion effect of cost reduction efforts, 
the ¥291.3 billion decrease in fixed costs and other 
efforts excluding decrease in research and 
development expenses and the ¥270.0 billion 
increase in operating income in the financial 
services business, partially offset by the ¥320.0 
billion effects of changes in exchange rates. The 
cost reduction efforts, decrease in fixed costs 
and other efforts were also partially offset by the 
¥105.7 billion increase in costs resulting from a 
change in the estimation model of expenses related 
to future recalls and other safety measures.

 During fiscal 2010, operating income (before 
the elimination of intersegment profits), increased 
by ¥475.6 billion in North America, increased by 
¥27.5 billion, or 15.6%, in Asia, and increased by 
¥27.9 billion, or 31.9%, in Other compared with 
the prior fiscal year. During fiscal 2010, operating 
loss (before the elimination of intersegment profits) 
decreased by ¥12.3 billion in Japan and 
decreased by ¥110.3 billion in Europe compared
with the prior fiscal year.
 The following is a discussion of operating 
income and loss in each geographic market.

Operating Income and Loss

Yen in millions

2010 vs. 2009
 Change

Changes in operating income and loss:
Effect of decrease in vehicle unit 

sales and changes in sales mix 
and other operational factors ¥(370,000)

Effect of increase in parts sales 23,700
Effect of fluctuation in foreign 

currency translation rates (23,600) 
Effect of decrease in research and 

development expenses 178,700
Effect of cost reduction efforts, 

decrease in fixed costs and    
other efforts 799,727

Total ¥ 608,527
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The provision for income taxes increased by 
¥149.1 billion to ¥92.6 billion during fiscal 2010 
compared with the prior year primarily due to the 
increase in income before income taxes. The 
effective tax rate was 31.8%, which was lower 
than the statutory tax rate in Japan. This was 
primarily due to the ¥741.4 billion increase in 
income before income taxes of overseas 
subsidiaries whose statutory tax rates were lower 
than the statutory tax rate in Japan.

Net income attributable to the noncontrolling 
interest increased by ¥59.0 billion to ¥34.8 billion 
during fiscal 2010 compared with the prior year. 
This increase was mainly due to an increase in 
net income attributable to the shareholders of 
consolidated subsidiaries.
 Equity in earnings of affiliated companies 
during fiscal 2010 increased by ¥2.7 billion, or 
6.3%, to ¥45.4 billion compared with the prior 
fiscal year. This increase was due to an increase 
in net income attributable to the shareholders of 
affiliated companies.

Net income attributable to Toyota Motor 
Corporation increased by ¥646.4 billion to ¥209.4 
billion during fiscal 2010 compared with the prior 
fiscal year. 

Other comprehensive income increased by 
¥1,127.4 billion to ¥260.9 billion for fiscal 2010 
compared with the prior fiscal year. This increase 
resulted primarily from unrealized holding gains 
on securities in fiscal 2010 of ¥176.4 billion 
compared with losses of ¥293.1 billion in the prior 
fiscal year, and from favorable foreign currency 
translation adjustments of ¥9.8 billion in fiscal 
2010 compared with losses of ¥381.3 billion in the 
prior fiscal year. The increase in unrealized 
holding gains on securities was mainly due to the 
recognition of ¥139.6 billion impairment losses on 
certain available-for-sale securities in the prior 
fiscal year.

Income Taxes

Other Comprehensive Income and LossNet Income and Loss attributable to the 
Noncontrolling Interest and Equity in 
Earnings of Affiliated Companies

Net Income and Loss attributable to Toyota 
Motor Corporation

The following is a discussion of results of operations for each of Toyota’s operating segments. The 
amounts presented are prior to intersegment elimination.

Segment Information

Yen in millions

Year ended March 31, 2010 vs. 2009 Change

2009 2010 Amount Percentage

Automotive
Net revenues ¥18,564,723 ¥17,197,428 ¥(1,367,295) −7.4%

Operating income (loss) (394,876) (86,370) 308,506 —

Financial Services
Net revenues ¥  1,377,548 ¥  1,245,407 ¥   (132,141) −9.6%

Operating income (loss) (71,947) 246,927 318,874 —

All Other
Net revenues ¥  1,184,947 ¥     947,615 ¥   (237,332) −20.0%

Operating income (loss) 9,913 (8,860) (18,773) —

Intersegment elimination/ 
unallocated amount:

Net revenues ¥    (597,648) ¥    (439,477) ¥    158,171 —

Operating income (loss) (4,101) (4,181) (80) —

The increase in operating income in Asia was 
mainly due to the ¥20.0 billion impact of increase 
in production volume and vehicle unit sales and 
the ¥10.0 billion impact of cost reduction efforts in 
the automotive operations segment, and other 
efforts, partially offset by the ¥16.2 billion impact 
of fluctuations in foreign currency translation 
rates. The increase in production volume and the 
increase in vehicle unit sales by 74 thousand 
vehicles in Asia compared to the prior fiscal year 
were primarily attributable to the recovery of Asian 
automotive markets, particularly in Thailand and 
Indonesia, benefiting from the government 
stimulus packages.

Interest and dividend income decreased by ¥60.2 
billion, or 43.5%, to ¥78.2 billion during fiscal 2010 
compared with the prior fiscal year mainly due to 
the ¥45.2 billion decrease in interest income 
reflecting decreases in market interest rates.
 Interest expense decreased by ¥13.5 billion, 
or 28.7%, to ¥33.4 billion during fiscal 2010 
compared with the prior fiscal year.
 Foreign exchange gains, net increased by 
¥70.0 billion to ¥68.2 billion during fiscal 2010 

compared with the prior fiscal year. Foreign 
exchange gains and losses include the differences 
between the value of foreign currency denominated 
sales translated at prevailing exchange rates and 
the value of the sales amounts settled during the 
year, including those settled using forward foreign 
currency exchange contracts. During fiscal 2010, 
the currencies of various countries strengthened 
against the U.S. dollar rapidly. In such a situation, 
Toyota records foreign exchange transaction 
gains from accounts payable and long term U.S. 
dollar denominated debt of subsidiaries. A main 
factor contributing to the significantly greater level 
of impact of foreign exchange on fiscal 2010 
results is that Toyota’s Canadian subsidiaries 
recorded a ¥50.0 billion foreign exchange gain 
from long term debt payables in U.S. dollar to 
Toyota compared with the prior fiscal year, as the 
Canadian dollar strengthened against the U.S. 
dollar rapidly during fiscal 2010.
 Other income, net increased by ¥220.0 billion 
to ¥30.9 billion during fiscal 2010 compared with 
the prior fiscal year. This increase was mainly due 
to the recognition of ¥139.6 billion impairment 
losses on certain available-for-sale securities in 
the prior fiscal year.

Other Income and Expenses

Yen in millions

2010 vs. 2009
 Change

Changes in operating income and loss:
Effect of increase in production 

volume and vehicle unit sales and 
other operational factors ¥ 20,000

Effect of fluctuation in foreign 
currency translation rates (16,200)

Effect of cost reduction efforts, 
decrease in fixed costs and    
other efforts 23,667

Total ¥ 27,467

Asia
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The automotive operations segment is Toyota’s 
largest operating segment by net revenues. Net 
revenues for the automotive segment decreased 
during fiscal 2010 by ¥1,367.3 billion, or 7.4%, 
compared with the prior year to ¥17,197.4 billion. 
The decrease was primarily due to fluctuations in 
foreign currency translation rates of ¥886.5 billion 
and decreased vehicle unit sales and the changes 
in sales mix of approximately ¥570.0 billion, partially 
offset by increased parts sales of ¥34.9 billion.
 Operating loss from the automotive operations 
decreased by ¥308.5 billion during fiscal 2010 
compared with the prior year to an operating loss 
of ¥86.3 billion. This decrease in operating loss 
was primarily due to the ¥520.0 billion impact of 
cost reduction efforts, the ¥470.0 billion decrease 
in fixed costs, the ¥23.7 billion impact of increase 
in parts sales, and other efforts, partially offset by 
a ¥380.0 billion decrease in vehicle unit sales and
changes in sales mix and the ¥320.0 billion effects 
of changes in exchange rates.
 The decrease in vehicle unit sales and 
changes in sales mix was due primarily to a 
decrease in vehicle unit sales by 330 thousand 
vehicles which resulted from the generally difficult 
market conditions in the automotive industry 
during fiscal 2010 compared with the prior fiscal 
year. The decrease in fixed costs was due mainly 
to the ¥178.7 billion decline in research and 
development expenses and the ¥62.7 billion 
decline in labor costs, as a result of profit 
improvement initiatives, partially offset by ¥105.7 
billion increase in costs resulting from a change in 
the estimation model of expenses related to future 
recalls and other safety measures.

Net revenues for the financial services operations 
decreased during fiscal 2010 by ¥132.1 billion, or 

 Ratio of credit loss experience in the United States is as follows:

Net revenues for Toyota’s other operations segment decreased by ¥237.3 billion, or 20.0%, to ¥947.6 
billion during fiscal 2010 compared with the prior year.
 Operating income from Toyota’s other operations segment decreased by ¥18.8 billion, to operating 
loss of ¥8.9 billion during fiscal 2010 compared with the prior year.

9.6%, compared with the prior fiscal year to 
¥1,245.4 billion. This decrease was primarily due 
to the unfavorable impact of fluctuations in foreign 
currency translation rates of ¥93.3 billion. Excluding 
the difference in the Japanese yen value used for 
translation purposes, net revenues for its financial 
services operations would have been approximately 
¥1,338.7 billion during fiscal 2010, a 2.8% decrease 
compared with the prior fiscal year. The decrease 
in net revenues excluding the difference in the 
Japanese yen value used for translation purposes 
of ¥93.3 billion resulted primarily from the 
¥63.5 billion decrease in rental income from 
vehicles and equipment on operating leases.
 Operating income from financial services 
operations increased by ¥318.9 billion to ¥246.9 
billion during fiscal 2010 compared with the prior 
year. This increase was primarily due to the ¥140.0 
billion decrease in provision for credit losses, net 
charge-offs, the ¥64.5 billion of the recognition of 
valuation gains on interest rate swaps stated at 
fair value, and the ¥50.0 billion decrease in 
provision for residual value losses.
 The decrease in provision for credit losses, 
net charge-offs is primarily attributable to the 
¥150.0 billion increase in provision for credit 
losses and net charge-offs in the United States 
primarily due to the 0.46% rise in the ratio of credit 
losses as a result of the economic downturn in 
the prior fiscal year, partially offset by the ¥37.3 
billion impact from the recalls and other safety 
measures. The decrease in provision for residual 
value losses is primarily attributable to the 
recovery in the used vehicle market, partially 
offset by the impact from the recalls and other 
safety measures. Toyota judges this impact does 
not have a material impact on Toyota’s consolidated 
financial statements though it is difficult to quantify 
the impact from the recalls and other safety 
measures in residual value losses accurately.

 The decrease in residual value losses is 
primarily attributable to the recovery in the used 
vehicle market, as prices of used vehicles moved 
from a historical low in fiscal 2009 to an 

unprecedented high in fiscal 2010, partially offset 
by the impact of increased sales incentives and 
other factors.

Year ended March 31,

2009 2010

Net charge-offs as a percentage of average gross earning assets:

Finance receivables 1.54% 1.15%

Operating lease 0.86% 0.63%

Total 1.37% 1.03%

All Other Operations Segment

While Toyota expects that emerging countries, 
such as China and India, will continue to experi-
ence economic growth, and that developed 
countries, including those in North America and 
Europe, will continue to see gradual economic 
recovery in fiscal 2012, Toyota believes the impact 
and risks arising from increases in the price of 
crude oil, continuing high unemployment rate in 
North America and Europe, and other factors 
must be closely observed. Although Toyota 
expects the automotive market to expand over 
the medium- to long-term particularly in emerging 
countries, the global competition in the automo-
tive market has intensified, as shown in the small 
and low-price vehicles markets and in the 
environmentally-friendly vehicles market. For 

purposes of this outlook discussion, Toyota is 
assuming an average exchange rate of ¥82 to the 
U.S. dollar and ¥115 to the euro. With the foregoing 
external factors in mind, Toyota expects that net 
revenues for fiscal 2012 will decrease compared 
with fiscal 2011 as a result of a decrease in vehicle 
unit sales and the assumed exchange rate of a 
stronger Japanese yen against the U.S. dollar in 
fiscal 2012 compared with the prior fiscal year. 
With respect to operating income, factors 
increasing operating income include cost 
reduction efforts. On the other hand, factors 
decreasing operating income include the 
assumed exchange rate of a stronger Japanese 
yen against the U.S. dollar in fiscal 2012 compared 
with the prior fiscal year as well as decreases in 

Financial Services Operations Segment

Automotive Operations Segment
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Historically, Toyota has funded its capital expendi-
tures and research and development activities 
through cash generated by operations.
 In fiscal 2012, Toyota expects to sufficiently 
fund its capital expenditures and research and 
development activities through cash and cash 
equivalents on hand, and cash generated by 
operations. Toyota will use its funds for the 
development of environment technologies, 
maintenance and replacement of manufacturing 
facilities, and the introduction of new products. 
See “Information on the Company — Business 
Overview — Capital Expenditures and Divesti-
tures” for information regarding Toyota’s material 
capital expenditures and divestitures for fiscal 
2009, 2010 and 2011, and information concerning 
Toyota’s principal capital expenditures and 
divestitures currently in progress.
 Toyota funds its financing programs for 
customers and dealers, including loans and 

vehicle unit sales, which exceed the factors 
increasing operating income. As a result, Toyota 
expects that operating income will decrease in 
fiscal 2012 compared with fiscal 2011. Also, 
Toyota expects income before income taxes and 
equity in earnings of affiliated companies and net 
income attributable to Toyota Motor Corporation 
will decrease in fiscal 2012. Exchange rate 
fluctuations can materially affect Toyota’s 
operating results. In particular, a strengthening of 
the Japanese yen against the U.S. dollar can 
have a material adverse effect on Toyota’s 
operating results. See “Operating and Financial 
Review and Prospects — Operating Results — 
Overview — Currency Fluctuations” for further 

leasing programs, from both cash generated by 
operations and borrowings by its sales finance 
subsidiaries. Toyota seeks to expand its ability to 
raise funds locally in markets throughout the world 
by expanding its network of finance subsidiaries.
 Repurchasing of its own shares occurred at 
an approximate total cost of ¥73 billion for fiscal 
2009. Toyota refrained from repurchasing of its 
own shares for fiscal 2010 and 2011. Toyota has 
decided, for the time being, to refrain from 
repurchasing its own shares, in order to prioritize 
retention of cash reserves given the continued 
uncertainties surrounding future global economy.
 Net cash provided by operating activities was 
¥2,024.0 billion for fiscal 2011, compared with 
¥2,558.5 billion for the prior fiscal year. The 
decrease in net cash provided by operating 
activities resulted from an increase in cash 
payment to suppliers attributable to the increase 
in cost of products sold in the automotive 

discussion. See “Information on the Company — 
Business Overview” for a more detailed 
information of the Great East Japan Earthquake.
 The foregoing statements are forward-looking 
statements based upon Toyota’s management’s 
assumptions and beliefs regarding exchange 
rates, market demand for Toyota’s products, 
economic conditions and others. See “Cautionary 
Statement Concerning Forward-Looking 
Statements”. Toyota’s actual results of operations 
could vary significantly from those described 
above as a result of unanticipated changes in the 
factors described above or other factors, including 
those described in “Risk Factors”.

operations, and cash payments for income taxes, 
partially offset by an increase in cash collection 
received from sale of products due to an increase 
in net revenue for the automotive operations.
 Net cash used in investing activities was 
¥2,116.3 billion for fiscal 2011, compared with 
¥2,850.1 billion for the prior fiscal year. The 
decrease in net cash used in investing activities 
resulted from an increase in sales and maturity of 
marketable securities and security investments, 
partially offset by an increase in purchases of 
marketable securities and security investments.
 Net cash provided by or used in financing 
activities was a ¥434.3 billion increase for fiscal 
2011, compared with ¥277.9 billion decrease for 
the prior fiscal year. The increase in net cash 
provided by financing activities resulted from an 
increase in short-term borrowings and decrease 
in repayment of long-term debt.
 Total capital expenditures for property, plant 
and equipment, excluding vehicles and equipment 
on operating leases, were ¥629.3 billion during 

fiscal 2011, an increase of 4.1% over the ¥604.5 
billion in total capital expenditures during the prior 
fiscal year. The increase in capital expenditures 
resulted from an increase of investments in North 
America and Asia.
 Total capital expenditures for vehicles and 
equipment on operating leases were ¥1,061.8 
billion during fiscal 2011, an increase of 27.5% 
over the ¥833.0 billion in expenditures from the 
prior fiscal year. The increase in expenditures for 
vehicles and equipment on operating leases 
resulted from an increase in investments in the 
financial services operations.
 Toyota expects investments in property, plant 
and equipment, excluding vehicles and equipment 
on operating leases, to be approximately ¥720.0 
billion during fiscal 2012.
 Based on current available information, Toyota 
does not expect environmental matters to have a 
material impact on its financial position, results of 
operations, liquidity or cash flows during fiscal 
2012. However, there exists uncertainty with 
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respect to Toyota’s obligations under current and 
future environment regulations as described in 
“Information on the Company — Business 
Overview — Governmental Regulations, Environ-
mental and Safety Standards”.
 Cash and cash equivalents were ¥2,080.7 
billion as of March 31, 2011. Most of Toyota’s cash 
and cash equivalents are held in Japanese yen 
and in U.S. dollars. In addition, time deposits 
were ¥203.9 billion and marketable securities 
were ¥1,225.4 billion as of March 31, 2011.
 Liquid assets, which Toyota defines as cash 
and cash equivalents, time deposits, marketable 
debt securities and its investment in monetary 
trust funds, increased during fiscal 2011 by 
¥665.0 billion, or 12.6%, to ¥5,963.2 billion.
 Trade accounts and notes receivable, less 
allowance for doubtful accounts decreased 
during fiscal 2011 by ¥437.0 billion, or 23.2%, to 
¥1,449.2 billion. This decrease was due to the 
decrease in the volume of sales in the second 
half of fiscal 2011.
 Inventories decreased during fiscal 2011 by 
¥118.1 billion, or 8.3%, to ¥1,304.2 billion.

 Total finance receivables, net decreased 
during fiscal 2011 by ¥146.6 billion, or 1.5%, to 
¥9,693.5 billion. The decrease in finance 
receivables, net is due to fluctuations in foreign 
currency translation rates. As of March 31, 2011, 
finance receivables were geographically 
distributed as follows: in North America 59.0%, in
Japan 12.7%, in Europe 10.4%, in Asia 5.8% and 
in Other 12.1%.
 Marketable securities and other securities 
investments, including those included in current 
assets, increased during fiscal 2011 by ¥747.1 
billion, or 18.5%, reflecting purchase of marketable 
securities and security investments, and an 
increase in the fair values of common stocks.
 Property, plant and equipment decreased 
during fiscal 2011 by ¥401.8 billion, or 6.0%, 
primarily reflecting the impacts of depreciation 
charges during the year and fluctuations in foreign 
currency translation rates, partially offset by the 
capital expenditures.
 Accounts and notes payable decreased 
during fiscal 2011 by ¥453.4 billion, or 23.2%. This 
decrease was due to the decrease in production 
volume in the second half of fiscal 2011.

Management's Discussion and Analysis of Financial Condition and Results of Operations
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 Accrued expenses increased during fiscal 
2011 by ¥37.4 billion, or 2.1%, reflecting the 
increase in expenses related to the recalls and 
other safety measures.
 Income taxes payable decreased during 
fiscal 2011 by ¥40.6 billion, or 26.5%, as a result 
of a decrease of income taxes payable at overseas 
subsidiaries.
 Toyota’s total borrowings decreased during 
fiscal 2011 by ¥112.4 billion, or 0.9%. Toyota’s 
short-term borrowings consist of loans with a 
weighted-average interest rate of 1.57% and 
commercial paper with a weighted-average 
interest rate of 0.67%. Short-term borrowings 
decreased during fiscal 2011 by ¥100.6 billion, or 
3.1%, to ¥3,179.0 billion. Toyota’s long-term debt 
consists of unsecured and secured loans, 
medium-term notes, unsecured notes and 
long-term capital lease obligations with interest 
rates ranging from 0.00% to 29.00%, and maturity 
dates ranging from 2011 to 2050. The current 
portion of long-term debt increased during fiscal 
2011 by ¥554.5 billion, or 25.0%, to ¥2,772.8 billion 
and the non-current portion decreased by ¥566.2 
billion, or 8.1%, to ¥6,449.2 billion. The decrease 
in total borrowings resulted from the decrease in 
medium-term notes and short-term borrowings, 
partially offset by increase in long-term borrowings. 
As of March 31, 2011, approximately 31% of 
long-term debt was denominated in Japanese 
yen, 24% in U.S. dollars, 12% in the euros and 
33% in other currencies. Toyota hedges interest 
rate risk exposure of fixed-rate borrowings by 
entering into interest rate swaps. There are no 
material seasonal variations in Toyota’s borrowings 
requirements.
 As of March 31, 2011, Toyota’s total interest 
bearing debt was 120.0% of Toyota Motor 
Corporation shareholders’ equity, compared with 
120.8% as of March 31, 2010.

 Toyota’s long-term debt is rated “AA-” by 
Standard & Poor’s Ratings Group, “Aa2” by 
Moody’s Investors Services and “AAA” by Rating 
and Investment Information, Inc., as of May 31, 
2011. However, Moody’s Investors Services has 
announced that it is considering the reduction of 
Toyota’s long-term debt rating. A credit rating is 
not a recommendation to buy, sell or hold 
securities. A credit rating may be subject to 
withdrawal or revision at any time. Each rating 
should be evaluated separately of any other rating.
 Toyota’s unfunded pension liabilities 
decreased during fiscal 2011 by ¥1.9 billion, or 
0.3%, to ¥545.7 billion. The unfunded pension 
liabilities relate to the parent company and its 
overseas subsidiaries. The unfunded amounts 
will be funded through future cash contributions 
by Toyota or in some cases will be settled on the 
retirement date of each covered employee. The 
unfunded pension liabilities decreased in fiscal 
2011 compared with the prior fiscal year due to 
changes of pension plans in subsidiaries. See 
note 19 to the consolidated financial statements 
for further discussion.
 Toyota’s treasury policy is to maintain controls 
on all exposures, to adhere to stringent 
counterparty credit standards, and to actively 
monitor marketplace exposures. Toyota remains 
centralized, and is pursuing global efficiency of its 
financial services operations through Toyota 
Financial Services Corporation.
 The key element of Toyota’s financial strategy 
is maintaining a strong financial position that will 
allow Toyota to fund its research and development 
initiatives, capital expenditures and financial 
services operations efficiently even if earnings 
experience short-term fluctuations. Toyota 
believes that it maintains sufficient liquidity for its 
present requirements and that by maintaining its 
high credit ratings, it will continue to be able to 
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Toyota’s financial services operations issue credit 
cards to customers. As customary for credit card
businesses, Toyota maintains credit facilities with 
holders of credit cards issued by Toyota. These 
facilities are used upon each holder’s requests up 
to the limits established on an individual holder’s 
basis. Although loans made to customers through 
these facilities are not secured, for the purposes 
of minimizing credit risks and of appropriately 
establishing credit limits for each individual credit 
card holder, Toyota employs its own risk manage-
ment policy which includes an analysis of 
information provided by financial institutions in 
alliance with Toyota. Toyota periodically reviews 
and revises, as appropriate, these credit limits. 
Outstanding credit facilities with credit card 
holders were ¥261.7 billion as of March 31, 2011.

Toyota’s financial services operations maintain 
credit facilities with dealers. These credit facilities 

may be used for business acquisitions, facilities 
refurbishment, real estate purchases, and working 
capital requirements. These loans are typically 
collateralized with liens on real estate, vehicle 
inventory, and/or other dealership assets, as 
appropriate. Toyota obtains a personal guarantee 
from the dealer or corporate guarantee from the 
dealership when deemed prudent. Although the 
loans are typically collateralized or guaranteed, the 
value of the underlying collateral or guarantees 
may not be sufficient to cover Toyota’s exposure 
under such agreements. Toyota prices the credit 
facilities according to the risks assumed in entering 
into the credit facility. Toyota’s financial services 
operations also provide financing to various 
multi-franchise dealer organizations, referred to as 
dealer groups, often as part of a lending consortium, 
for wholesale inventory financing, business 
acquisitions, facilities refurbishment, real estate 
purchases, and working capital requirements. 
Toyota’s outstanding credit facilities with dealers 
totaled ¥1,590.6 billion as of March 31, 2011.

Credit Facilities with Credit Card Holders

Credit Facilities with Dealers

Management's Discussion and Analysis of Financial Condition and Results of Operations

For information regarding debt obligations, capital 
lease obligations, operating lease obligations and 
other obligations, including amounts maturing in 
each of the next five years, see notes 13, 22 and 23 
to the consolidated financial statements. In addition, 
as part of Toyota’s normal business practices, 
Toyota enters into long-term arrangements with 

Toyota enters into certain guarantee contracts 
with its dealers to guarantee customers’ payments 
of their installment payables that arise from 
installment contracts between customers and 
Toyota dealers, as and when requested by Toyota 
dealers. Guarantee periods are set to match the 
maturity of installment payments, and as of March 
31, 2011, ranged from one month to 35 years. 
However, they are generally shorter than the 

access funds from external sources in large 
amounts and at relatively low costs. Toyota’s 
ability to maintain its high credit ratings is subject 
to a number of factors, some of which are not 
within Toyota’s control. These factors include 

 The following tables summarize Toyota’s contractual obligations and commercial commitments as of 
March 31, 2011.

suppliers for purchases of certain raw materials, 
components and services. These arrangements 
may contain fixed/minimum quantity purchase 
requirements. Toyota enters into such arrange-
ments to facilitate an adequate supply of these 
materials and services.

useful lives of products sold. Toyota is required to 
execute its guarantee primarily when customers 
are unable to make required payments.
 The maximum potential amount of future 
payments as of March 31, 2011 is ¥1,662.2 billion. 
Liabilities for these guarantees of ¥20.4 billion 
have been provided as of March 31, 2011. Under 
these guarantee contracts, Toyota is entitled to 
recover any amounts paid by it from the customers 
whose obligations it guaranteed.

general economic conditions in Japan and the 
other major markets in which Toyota does 
business, as well as Toyota’s successful 
implementation of its business strategy.

Yen in millions

Payments Due by Period

Total
Less than

1 year
1 to 3
years

3 to 5
years

5 years
and after

Contractual Obligations:

Short-term borrowings (note 13)

Loans ¥  1,140,066 ¥1,140,066 ¥            — ¥            — ¥            —

Commercial paper 2,038,943 2,038,943 — — —

Long-term debt* (note 13) 9,200,130 2,768,544 3,368,754 1,995,139 1,067,693

Capital lease obligations (note 13) 21,917 4,283 4,751 2,977 9,906
Non-cancelable operating lease obligations 

(note 22) 44,179 9,198 13,126 8,709 13,146
Commitments for the purchase of property, 

plant and other assets (note 23) 83,506 37,304 25,513 6,262 14,427

Total ¥12,528,741 ¥5,998,338 ¥3,412,144 ¥2,013,087 ¥1,105,172

* “Long-term debt” represents future principal payments.

Toyota uses its securitization program as part of 
its funding through special purpose entities for its 
financial services operations. Toyota is consid-
ered the primary beneficiary of these special 

purpose entities and therefore consolidates them. 
Toyota has not entered into any off-balance sheet 
securitization transactions during fiscal 2011.

Guarantees
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In October 2000, the European Union enforced a 
directive that requires member states to promul-
gate regulations implementing the following:
 • manufacturers shall bear all or a significant 

part of the costs for taking back end-of-life 
vehicles put on the market after July 1, 2002 
and dismantling and recycling those vehicles. 
Beginning January 1, 2007, this requirement 
will also be applicable to vehicles put on the 
market before July 1, 2002;

 • manufacturers may not use certain 
hazardous materials in vehicles sold after 
July 2003;

 • vehicles type-approved and put on the 

Toyota does not have any significant related party transactions other than transactions with affiliated 
companies in the ordinary course of business. See note 12 to the consolidated financial statements for 
further discussion.

market after December 15, 2008 shall be 
re-usable and/or recyclable to a minimum 
of 85% by weight per vehicle and shall be 
re-usable and/or recoverable to a minimum 
of 95% by weight per vehicle; and

 • end-of-life vehicles must meet actual re-use 
of 80% and re-use as material or energy of 
85%, respectively, of vehicle weight by 
2006, rising to 85% and 95%, respectively, 
by 2015.

 See note 23 to the consolidated financial 
statements for further discussion.

Yen in millions

Total 
amounts 

committed

Amount of Commitment Expiration Per Period

Less than
1 year

1 to 3
years

3 to 5
years

5 years
and after

Commercial Commitments (note 23):
Maximum potential exposure to guarantees

given in the ordinary course of business ¥1,662,225 ¥469,543 ¥744,991 ¥316,508 ¥131,183

Total Commercial Commitments ¥1,662,225 ¥469,543 ¥744,991 ¥316,508 ¥131,183

In October 2009, the Financial Accounting 
Standards Board (“FASB”) issued updated 
guidance of accounting for and disclosure of 
Revenue Recognition with Multiple Deliverables. 
This guidance allows the use of estimated selling 
price for determining the selling price of deliver-
ables, eliminates the residual method of allocation 
and expands the disclosures related to a vendor’s 
multiple-deliverable revenue arrangements. This 
guidance is effective prospectively for revenue 
arrangements entered into or materially modified 
in fiscal year beginning on or after June 15, 2010. 
Management does not expect this guidance to 
have a material impact on Toyota’s consolidated 
financial statements.

The consolidated financial statements of Toyota 
are prepared in conformity with accounting 
principles generally accepted in the United States 
of America. The preparation of these financial 
statements requires the use of estimates, 
judgments and assumptions that affect the 
reported amounts of assets and liabilities at the 
date of the financial statements and the reported 
amounts of revenues and expenses during the 
periods presented. Toyota believes that of its 
significant accounting policies, the following may 
involve a higher degree of judgments, estimates 
and assumptions:

Toyota generally warrants its products against 
certain manufacturing and other defects. Provisions 

 In April 2011, FASB issued updated guidance 
to clarify the accounting for and disclosures about 
troubled debt restructurings by creditors. This 
guidance provides the criteria as to whether a 
loan modification constitutes a troubled debt 
restructuring and requires additional disclosures 
about troubled debt restructurings. This guidance 
is effective for the interim period or the fiscal year 
beginning on or after June 15, 2011, and shall be 
applied retrospectively to the beginning of the 
fiscal year of adoption. Management does not 
expect this guidance to have a material impact on 
Toyota’s consolidated financial statements.

for product warranties are provided for specific 
periods of time and/or usage of the product and 
vary depending upon the nature of the product, 
the geographic location of the sale and other 
factors. All product warranties are consistent with 
commercial practices. Toyota includes a provision 
for estimated product warranty costs as a 
component of cost of sales at the time the related 
sale is recognized. The accrued warranty costs 
represent management’s best estimate at the 
time of sale of the total costs that Toyota will incur 
to repair or replace product parts that fail while 
still under warranty. The amount of accrued 
estimated warranty costs is primarily based on 
historical experience of product failures as well as 
current information on repair costs. The amount of 
warranty costs accrued also contains an estimate 
of warranty claim recoveries to be received from 

Product Warranties and Recalls and 
Other Safety Measures

 Toyota is unable to make reasonable estimates 
of the period of cash settlement with respect to 
liabilities recognized for uncertain tax benefits, 
and accordingly such liabilities are excluded from 

the table above. See note 16 to the consolidated 
financial statements for further discussion.
 Toyota expects to contribute ¥97,231 million 
to its pension plans in fiscal 2012.
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suppliers. The foregoing evaluations are inherently 
uncertain, as they require material estimates and 
some products’ warranties extend for several 
years. Consequently, actual warranty costs may 
differ from the estimated amounts and could 
require additional warranty provisions. If these 
factors require a significant increase in Toyota’s 
accrued estimated warranty costs, it would 
negatively affect future operating results of the 
automotive operations.
 An estimate of warranty claim accrued for 
each fiscal year is calculated based on the 
estimate of warranty claim per unit. The estimate 
of warranty claim per unit is calculated by dividing 
the actual amounts of warranty claim, net of claim 
recovery cost received from suppliers, by the 
number of sales units for the fiscal year.
 As the historical recovery amounts received 
from suppliers is used as a factor in Toyota’s 
calculation of estimated accrued warranty cost, 
the estimated accrued warranty cost may change 
depending on the average recovery amounts 
received from suppliers in the past. However, 
Toyota believes that there is not a significant 
uncertainty of estimated amounts based on 
historical experience regarding recoveries 
received from suppliers. Toyota may seek 
recovery to suppliers over the life of the warranty, 
and there are no other significant special terms 
and conditions including cap on amounts that 
can be recovered.
 Toyota accrues for costs of recalls and other 
safety measures, as well as product warranty cost 
described above, included as a component of 
cost of sales, at the time of vehicle sale based on 
the amount estimated from historical experience 
with consideration of individual occurrences of 
recalls and other safety measures.
 Below are the important factors, judgments 
and assumptions taken into accounts for estimating 

costs of recalls and other safety measures.
 Toyota accrues for cost of recalls and other 
safety measures based on the average repair 
cost per unit and pattern of payment occurrence 
in the past at the time of product sale. The average 
repair cost per unit is calculated based on histor-
ical expenses incurred in relation of recalls and 
other safety measures.
 Factors that may bring material uncertainties 
to the estimated or actual amount include the 
important changes in the average repair cost for 
products.

Retail receivables and finance lease receivables 
consist of retail installment sales contracts 
secured by passenger cars and commercial 
vehicles. Collectability risks include consumer 
and dealer insolvencies and insufficient collateral 
values (less costs to sell) to realize the full carrying 
values of these receivables. As a matter of policy, 
Toyota maintains an allowance for doubtful 
accounts and credit losses representing manage-
ment’s estimate of the amount of asset impairment 
in the portfolios of finance, trade and other receiv-
ables. Toyota determines the allowance for 
doubtful accounts and credit losses based on a 
systematic, ongoing review and evaluation 
performed as part of the credit-risk evaluation 
process, historical loss experience, the size and 
composition of the portfolios, current economic 
events and conditions, the estimated fair value 
and adequacy of collateral, and other pertinent 
factors. This evaluation is inherently judgmental 
and requires material estimates, including the 
amounts and timing of future cash flows expected 
to be received, which may be susceptible to 
significant change. Although management 

Management's Discussion and Analysis of Financial Condition and Results of Operations

Allowance for Doubtful Accounts and 
Credit Losses

Natures of estimates and assumptions

considers the allowance for doubtful accounts 
and credit losses to be adequate based on 
information currently available, additional 
provisions may be necessary due to (i) changes 
in management estimates and assumptions about 
asset impairments, (ii) information that indicates 
changes in expected future cash flows, or (iii) 
changes in economic and other events and 
conditions. To the extent that sales incentives 
remain an integral part of sales promotion with the 
effect of reducing new vehicle prices, resale 
prices of used vehicles and, correspondingly, the 
collateral value of Toyota’s retail receivables and 
finance lease receivables could experience 
further downward pressure. If these factors 
require a significant increase in Toyota’s allowance 
for doubtful accounts and credit losses, it could 
negatively affect future operating results of the 
financial services operations. The level of credit 
losses, which has a greater impact on Toyota’s 
results of operations, is influenced by two factors: 
frequency of occurrence and expected severity 
of loss. For evaluation purposes, exposures to 
credit losses are segmented into the two primary 
categories of “consumer” and “dealer”. Toyota’s 
“consumer” category consists of smaller balances 
that are homogenous retail receivables and 
finance lease receivables. The “dealer” category 
consists of wholesale and other dealer loan 
receivables. The overall allowance for credit 
losses is evaluated at least quarterly, considering 
a variety of assumptions and factors to determine 
whether reserves are considered adequate to 
cover probable losses.

The level of credit losses, which could significantly 
impact Toyota’s results of operations, is influenced 
by two factors: frequency of occurrence and 
expected severity of loss. The overall allowance 

for credit losses is evaluated at least quarterly, 
considering a variety of assumptions and factors 
to determine whether reserves are considered 
adequate to cover probable losses. The following 
table illustrates the effect of an assumed change 
in frequency of occurrence or expected severity 
of loss mainly in the United States, assuming all 
other assumptions are held consistent respec-
tively. The table below represents the impact on 
the allowance for credit losses in Toyota’s financial 
services operations of the change in frequency of 
occurrence or expected severity of loss as any 
change impacts most significantly on the financial 
services operations.

Vehicles on operating leases, where Toyota is the 
lessor, are valued at cost and depreciated over 
their estimated useful lives using the straight-line 
method to their estimated residual values. Toyota 
utilizes industry published information and its own 
historical experience to determine estimated 
residual values for these vehicles. Toyota 
evaluates the recoverability of the carrying values 
of its leased vehicles for impairment when there 
are indications of declines in residual values, and 
if impaired, Toyota recognizes an allowance for 
losses on its residual values.
 Throughout the life of the lease, management 
performs periodic evaluations of estimated end-of-
term fair values to determine whether estimates 
used in the determination of the contractual 

Sensitivity analysis

Yen in millions

Effect on the allowance
for credit losses

as of March 31, 2011

10 percent change in frequency of 
occurrence or expected severity 
of loss ¥6,153

Investment in Operating Leases
Natures of estimates and assumptions
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residual value are still considered reasonable. 
Factors affecting the estimated residual value at 
lease maturity include, but are not limited to, new 
vehicle incentive programs, new vehicle pricing, 
used vehicle supply, projected vehicle return 
rates, and projected loss severity. The vehicle 
return rate represents the number of leased 
vehicles returned at contract maturity and sold by 
Toyota during the period as a percentage of the 
number of lease contracts that, as of their origina-
tion dates, were scheduled to mature in the same 
period. A higher rate of vehicle returns exposes 
Toyota to higher potential losses incurred at lease 
termination. Severity of loss is the extent to which 
the end-of-term fair value of a lease is less than its 
carrying value at lease end.
 To the extent that sales incentives remain an 
integral part of sales promotion, resale prices of 
used vehicles and, correspondingly, the fair value 
of Toyota’s leased vehicles could be subject to 
downward pressure. The extent of the impact this 
will have on the end of term residual value depends 
on the significance of the incentive programs and 
whether they are sustained over a number of 
periods. This in turn can impact the projection of 
future used vehicle values, adversely impacting 
the expected residual value of the current 
operating lease portfolio and increasing the 
provision for residual value losses. However, 
various other factors impact used vehicle values 
and the projection of future residual values, 
including the supply of and demand for used 
vehicles, interest rates, inflation, the actual or 
perceived quality, safety and reliability of vehicles, 
the general economic outlook, new vehicle pricing, 
projected vehicle return rates and projected loss 
severity, which may offset this effect. Such factors 
are highly likely to adversely affect the results of 
operations for financial services due to significant 
charges reducing the estimated residual value.

The following table illustrates the effect of an 
assumed change in the vehicle return rate and 
end-of-term market values, which Toyota believes 
are the critical estimates, in determining the 
residual value losses, holding all other assump-
tions constant. The following table represents the 
impact on the residual value losses in Toyota’s 
financial services operations of the change in 
vehicle return rate and end-of-term market values 
as those changes have a significant impact on 
financial services operations.

Toyota periodically reviews the carrying value of 
its long-lived assets held and used and assets to 
be disposed of, including intangible assets, when 
events and circumstances warrant such a review. 
This review is performed using estimates of future 
cash flows. If the carrying value of a long-lived 
asset is considered impaired, an impairment 
charge is recorded for the amount by which the 
carrying value of the long-lived asset exceeds its 
fair value. Management believes that the estimates 
of future cash flows and fair values are reason-
able. However, changes in estimates of such 
cash flows and fair values would affect the evalua-
tions and negatively affect future operating results 
of the automotive operations.

Impairment of Long-Lived Assets

Yen in millions

Effect on the residual 
value losses over the 

remaining terms of the 
operating leases on and 

after April 1, 2011

1 percent increase in vehicle 
return rate ¥1,164

1 percent increase in end-of-term 
market values ¥4,490

Management's Discussion and Analysis of Financial Condition and Results of Operations

Pension costs and obligations are dependent on 
assumptions used in calculating such amounts. 
These assumptions include discount rates, 
benefits earned, interest costs, expected rate of 
return on plan assets, mortality rates and other 
factors. Actual results that differ from the assump-
tions are accumulated and amortized over future 
periods and, therefore, generally affect recognized 
expense in future periods. While management 
believes that the assumptions used are 
appropriate, differences in actual experience or 
changes in assumptions may affect Toyota’s 
pension costs and obligations.
 The two most critical assumptions impacting 
the calculation of pension costs and obligations 
are the discount rates and the expected rates of 
returns on plan assets. Toyota determines the 
discount rates mainly based on the rates of high 

The following table illustrates the effects of assumed changes in weighted-average discount rates and 
the weighted-average expected rate of return on plan assets, which Toyota believes are critical estimates 
in determining pension costs and obligations, assuming all other assumptions are consistent.

quality fixed income bonds or fixed income 
governmental bonds currently available and 
expected to be available during the period to 
maturity of the defined benefit pension plans. 
Toyota determines the expected rates of return for 
pension assets after considering several 
applicable factors including, the composition of 
plan assets held, assumed risks of asset manage-
ment, historical results of the returns on plan 
assets, Toyota’s principal policy for plan asset 
management, and forecasted market conditions. 
A weighted-average discount rate of 2.8% and a 
weighted-average expected rate of return on plan 
assets of 3.8% are the results of assumptions 
used for the various pension plans in calculating 
Toyota’s consolidated pension costs for fiscal 
2011. Also, a weighted-average discount rate of 
2.8% is the result of assumption used for the 
various pension plans in calculating Toyota’s 
consolidated pension obligations for fiscal 2011.

Sensitivity analysis

Yen in millions

Effect on pre-tax income for 
the year ended March 31, 2012

Effect on PBO
as of March 31, 2011

Discount rates
0.5% decrease ¥(10,325) ¥ 124,789
0.5% increase 9,845 (115,671)

Expected rate of return on plan assets
0.5% decrease ¥  (5,917)
0.5% increase 5,917

Pension Costs and Obligations
Natures of estimates and assumptions

Sensitivity analysis

Toyota uses derivatives in the normal course of 
business to manage its exposure to foreign currency 
exchange rates and interest rates. The accounting 

for derivatives is complex and continues to evolve. 
In addition, there are significant judgments and 
estimates involved, using information from 

Derivatives and Other Contracts at Fair Value
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Toyota’s accounting policy is to record a write-
down of such investments to net realizable value 
when a decline in fair value below the carrying 
value is other-than-temporary. In determining if a 
decline in value is other-than-temporary, Toyota 
considers the length of time and the extent to 
which the fair value has been less than the carrying 
value, the financial condition and prospects of the 

company and Toyota’s ability and intent to retain 
its investment in the company for a period of time 
sufficient to allow for any anticipated recovery in 
fair value. 

Toyota estimates whether future taxable income is 
sufficient at a particular tax-paying component 
and records valuation allowances to reduce 
deferred tax assets when it is more likely than not 
that a tax benefit will not be realized in the future 
periods. Actual taxable income may differ from the 
estimated amounts due to various assumptions 
used to estimate future taxable income. If additional 
valuation allowance is recorded due to lower actual 
taxable income than estimated amounts it would 
negatively affect future operating results.

Deferred Tax Assets

Marketable Securities and Investments in 
Affiliated Companies

Toyota is exposed to market risk from changes in 
foreign currency exchange rates, interest rates, 
certain commodity and equity security prices. In 
order to manage the risk arising from changes in 
foreign currency exchange rates and interest 
rates, Toyota enters into a variety of derivative 
financial instruments.
 A description of Toyota’s accounting policies 
for derivative instruments is included in note 2 to 
the consolidated financial statements and further 
disclosure is provided in notes 20 and 21 to the 
consolidated financial statements.
 Toyota monitors and manages these financial 
exposures as an integral part of its overall risk 
management program, which recognizes the 
unpredictability of financial markets and seeks to 
reduce the potentially adverse effects on Toyota’s 
operating results.
 The financial instruments included in the 

market risk analysis consist of all of Toyota’s cash 
and cash equivalents, marketable securities, 
finance receivables, securities investments, 
long-term and short-term debt and all derivative 
financial instruments. Toyota’s portfolio of deriva-
tive financial instruments consists of forward 
foreign currency exchange contracts, foreign 
currency options, interest rate swaps, interest rate 
currency swap agreements and interest rate 
options. Anticipated transactions denominated in 
foreign currencies that are covered by Toyota’s 
derivative hedging are not included in the market 
risk analysis. Although operating leases are not 
required to be included, Toyota has included 
these instruments in determining interest rate risk.

Toyota has foreign currency exposures related to 
buying, selling and financing in currencies other 

Management's Discussion and Analysis of Financial Condition and Results of Operations

than the local currencies in which it operates. 
Toyota is exposed to foreign currency risk related 
to future earnings or assets and liabilities that are 
exposed due to operating cash flows and various 
financial instruments that are denominated in 
foreign currencies. Toyota’s most significant 
foreign currency exposures relate to the U.S. 
dollar and the euro.
 Toyota uses a value-at-risk analysis (“VAR”) 
to evaluate its exposure to changes in foreign 
currency exchange rates. The VAR of the 
combined foreign exchange position represents 
a potential loss in pre-tax earnings that was 
estimated to be ¥148.9 billion and ¥107.6 billion at 
March 31, 2010 and 2011, respectively. Based on 
Toyota’s overall currency exposure (including 
derivative positions), the risk during fiscal 2011 to
pre-tax cash flow from currency movements was 
on average ¥96.5 billion, with a high of ¥107.6 
billion and a low of ¥88.2 billion.
 The VAR was estimated by using a Monte 
Carlo Simulation Method and assumed a 95% 
confidence level on the realization date and a 
10-day holding period.

Toyota is subject to market risk from exposures to 
changes in interest rates based on its financing, 
investing and cash management activities. Toyota 
enters into various financial instrument transactions 
to maintain the desired level of exposure to the 
risk of interest rate fluctuations and to minimize 
interest expense. The potential decrease in fair 
value resulting from a hypothetical 100 basis point 
upward shift in interest rates would be 
approximately ¥67.8 billion as of March 31, 2010 
and ¥139.6 billion as of March 31, 2011.
 There are certain shortcomings inherent to 
the sensitivity analyses presented. The model 
assumes that interest rate changes are 

instantaneous parallel shifts in the yield curve. 
However, in reality, changes are rarely 
instantaneous. Although certain assets and 
liabilities may have similar maturities or periods to 
repricing, they may not react correspondingly to 
changes in market interest rates. Also, the interest 
rates on certain types of assets and liabilities may 
fluctuate with changes in market interest rates, 
while interest rates on other types of assets may 
lag behind changes in market rates. Finance 
receivables are less susceptible to prepayments 
when interest rates change and, as a result, 
Toyota’s model does not address prepayment 
risk for automotive related finance receivables. 
However, in the event of a change in interest rates, 
actual loan prepayments may deviate significantly 
from the assumptions used in the model.

Commodity price risk is the possibility of higher 
or lower costs due to changes in the prices of 
commodities, such as non-ferrous alloys (e.g., 
aluminum), precious metals (e.g., palladium, 
platinum and rhodium) and ferrous alloys, which 
Toyota uses in the production of motor vehicles. 
Toyota does not use derivative instruments to 
hedge the price risk associated with the purchase 
of those commodities and controls its commodity 
price risk by holding minimum stock levels.

Toyota holds investments in various available-for-
sale equity securities that are subject to price risk. 
The fair value of available-for-sale equity securities 
was ¥852.7 billion as of March 31, 2010 and 
¥960.2 billion as of March 31, 2011. The potential 
change in the fair value of these investments, 
assuming a 10% change in prices, would be 
approximately ¥85.3 billion as of March 31, 2010 
and ¥96.0 billion as of March 31, 2011.

Equity Price Risk

counterparties or market, in estimating fair value in 
the absence of quoted market values. These 
estimates are based upon valuation methodologies 
deemed appropriate under the circumstances. 
However, the use of different assumptions may have 
a material effect on the estimated fair value amounts.

Foreign Currency Exchange Rate Risk

Interest Rate Risk

Commodity Price Risk
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