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This was attributable mainly to an
increase in short-term bank loans — net.

The various risks that may potentially
affect the business performance and
financial position of the Japan Vilene
Group are summarized below.
Information contained therein is based
on the Group’s interpretation of
information available at the time of its
results announcement. Readers are
advised that the following does not
cover al l  of the r isks that could
influence the Group’s operations.

Economic Conditions 

Practically all of the Japan Vilene
Group’s revenues are generated by
sales of nonwoven fabrics and items
processed from nonwoven fabrics,
which in turn are affected by economic
conditions in the countries and regions
of sale. Similarly, demand for the
Group’s products and for Vilene-brand
products made by other companies is
affected by economic conditions in the
various markets where such products
are sold. For these reasons, economic
recessions in the Group’s major
markets, including Japan, North
America, and Asia, could cause a
decline in demand, which may have a
negative impact on the Group’s
business performance and financial
position. 

Foreign Exchange Fluctuations 

The Japan Vilene Group’s business
includes product ion and sales

operations in North America and Asia.
Sales, expenses, assets, and other
items relevant to each region are
translated into yen in the course of
preparing the Group’s consolidated
financial statements. Even if the local
value of such items does not change,
therefore, the value after translation
into yen may be affected. In general, an
appreciating yen has a negative effect
on the Group’s business, and a
depreciating yen has a positive effect.
Over the medium and long terms,
however, fluctuating exchange rates
make it impossible to undertake
procurement,  manufactur ing,
distribution, and sales activities exactly
as planned. Therefore, exchange rate
fluctuations can potentially have a
negative influence on the Group’s
business performance and financial
position. 

Product Development Capabilities

The Group is confident of its ability to
continue developing innovative and
appealing products. However, product
development and sales processes, due
to their nature and complexity, involve
uncertainties and various risks. For
example, there is no guarantee that
the Group can adequately obtain the
capital and resources required to invest
in new products and technologies. In
addition, the Group cannot predict
without fail that its new products and
technologies will win market support,
and also cannot guarantee that the sale
of such products will be successful.
Moreover, rapid technological advances
and changes may cause the Group’s
products to be superseded. Due to the
aforementioned risks, the Group may
not be able to adequately foresee
changes to its industry and markets.
This could prevent it from developing
attractive new products, which could

cause future growth and profits to
decl ine.  The Group’s business
performance and financial position
could be affected as a result. 

Foreign Country Conditions 

Outside of Japan, the Group is
engaged in production and sales in
such regions as North America and
Asia. For example, the Group has
consolidated subsidiaries in the United
States, mainland China, and Hong
Kong, as wel l  as equity-method
affiliates in the United States, mainland
China,  Hong Kong, and Taiwan.
Establ ishing operat ions in such
overseas markets involves a number
of risks, including unpredictable
changes in laws and other regulations,
unfavorable political and other internal
factors, difficulties in hiring and keeping
staff, potentially unfavorable tax
regimes, and social upheaval caused
by terrorist and other acts. The Group’s
business performance and financial
posit ion could be affected as a
consequence.

Retirement Benefit Obligations 

The Group’s employee retirement
benefit expenses and obligations are
computed based on discount rates and
other preconditions for actuarial
calculations, as well as expected return
on pension assets. Actual results
achieved may differ from such
expectations, and precondit ions
themselves may also change. The
Group’s business performance and
financial position could be affected as
a result.
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