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Basic Issuer Information 
Issuer Toyota Motor 

Corporation 
Equity Ticker TYO: 7203 
Corporate Ticker TMC 
Credit Rating (M/S/F) A1/A+/A+ 
Country of Risk JPN 
Sector Automotive 

Manufacturer 
 

 

1Y Price (rebase to 100)  

  

Company Description  
Toyota Motor Corporation was publicly listed in 
Tokyo, Japan in 1949 and became a constituent 
stock of the Nikkei 225 and TOPIX Core30 
indices, with a total asset value of approximately 
$62t JPY as of 30th Sep 2021. Their core business 
areas include the manufacture and sale of motor 
vehicle parts and components, loan programs 
and leasing programs for customers and dealers 
and housing services and marine services. 
Toyota Motor Corporation owns listed 
companies such as Hino Motors and various 
subsidiaries such as Lexus, Scion and Daihatsu, 
with a stake in Fuji Industries and Isuzu. 
 

Key Financials 

 

 

 

 
 

  

(JPY$) FY19A FY20A FY21A FY22E 

Revenue(tril) 30.2 29.9  27.2 31.9 

Gr Rate (%) 7.2 26.5 (23.1) 17.3 

EBITDA (tril) 4.1 4.2 4.6 6.3 

Margin (%) 6.2 6.9 8.3 9.2 

FFO (tril) N.A. 24.6 27.5 42.7 

Debt/Op. Profit 13.3x 13.6x 17.3x 11.9x 

Op.Profit/Int 8.4x 7.6x 4.5x 5.3x 

D/E Ratio 1.7 1.6 1.7 1.3 

Key Executives  

Akio Toyoda President 
Takeshi Uchiyamada Chairman 

Shigeru Hayakawa Vice-Chairman 

Koji Kobayashi Chief Risk Officer  

James Kuffner 
Kento Korn 

Chief Digital Officer 
Chief Financial Officer 

 

 

Accelerating Into The New Normal 
Recommendations 
We are initiating coverage of Toyota Motor Corp (TYO: 7302). We 
have given an issuer profile rating of “overweight” to TMC’s credit 
outlook. We will be targeting to overweight TOYOM 2.157 2022 vs 
TOYOM 3.419 2023 and overweight TOYOM 0.030 02-Jun-2022 vs 
TOYOM 0.050 18-Mar-2026. We will also focus on overweighting 
bonds of 5-15 years‘ TTM vs 1-5 years’  TTM. 

Recent Developments 
• TMC is projected to invest over $13.5b USD into Electric 

Vehicle (EV) battery technology by 2030 in a bid to ride the 
proliferating trend towards electric vehicles 

• TMC is well-positioned to stay abreast of technological 
innovations with the acquisition of automotive operating 
system developer Renovo to develop fully autonomous 
vehicles  

• TMC outsells General Motors in the US for the first nine 
months of 2021, strengthening its position as one of the 
leading automakers in the United States 

• TMC is aggressively expanding its geographical presence in 
Africa with the launch of South Africa’s first locally produced 
hybrid vehicle line that will be imported to numerous 
countries both within and beyond Africa 

Key Credit Considerations 
Amidst the challenges brought by the COVID-19 pandemic, TMC 
remains poised to sustain and improve its robust credit strength 
through its extensive market presence across international 
geographies and efficacious supply chain operations. TMC has 
successfully navigated the pandemic to overtake Volkswagen as 
the global number one car seller in 2020. This predicates tangible, 
consistent, and stable cash flows in the foreseeable future. 
Credit Positives 
• Modest impact from the COVID-19 pandemic indicates that 

TMC is poised to recover faster relative to its competitors 
• Robust acquisition strategy enables TMC to stay at the 

forefront of cutting-edge innovations and prudently diversify 
its funds into numerous technological ventures  

• Strategic and deliberate pivot towards electric vehicles for 
the environment bodes well for TMC 

Credit Negatives 
• Supply shocks have severely affected automotive production 

with plant operations severely jeopardized  
• Tightening regulatory environment hampers profitability as 

TMC continuously adapts and modifies its vehicles 
• Looming threat of new and established industrial players due 

to the low concentration ratio and esteemed EV companies 
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Figure 1. Revenue by Business Segments  
 

 

 
Source: Toyota 2021 
 
 
 
 
 
Figure 2. Sales by region 
 

 
 
Source: Toyota 2021 
 
 
 
 
Figure 3: TMC’s Close Competitors 

Top Competitors Market 
Cap (USD) 

Tesla Inc. 1.02T 
Toyota Motor Corporation 252.8B 
BYD Auto Co., Ltd. 137.8B 
Volkswagen AG 135.1B 
Rivian Automotive, Inc. 101.3B 
General Motors Co. 91.8B 
Daimler AG 89.7B 
Ford Motor Company 85.7B 
Great Wall Motors Company Limited 67.0B 

 
Source: Statista 2021 
 
 
 
 
 
 

Company Overview 
Toyota Motor Corporation (TMC) was established in 1937 by 
Kiichiro Toyoda to venture into automobile manufacturing in Aichi, 
Japan. Since then, TMC has been focused on automotive sales, 
developing and offering new financial products such as motor 
insurance and a wide variety of other business operations, which 
includes the sale of marine engines and housing services.  
 
Toyota Motor Corporation was publicly listed in Japan in 1949 and 
is a constituent stock of the Nikkei 225 and TOPIX Core30 Indices. 
As of 30 November 2021, TMC has a market capitalization of $33.45t 
JPY.  

 
The top 10 competitors in Toyota Motor Corporation’s competitive 
set are Volkswagen AG, Daimler AG, Ford Motor Company, Honda 
Motor Co. Ltd, Bayerische Motoren Werke AG, General Motors Co., 
Fiat Chrysler Automobiles NV, Hyundai Motor Co., Nissan Motor Co. 
Ltd. Toyota Motor Corporation has approximately 350,000 
employees globally and is ranked 2nd in terms of market 
capitalization but ranked 1st among its top 10 competitors by global 
market share (Figure 4). 
 
Main Customers  
Since Automotive Sales brings in the highest amount of revenue for 
Toyota Motor Corporation, this means that TMC’s main customers 
are automotive vehicle buyers, mainly from Japan and North 
America.  
 
In the Japan Market for FY2021, TMC’s total sales revenue from 
automotive sales, financial services and other business operations 
amounted to $14.9t JPY.  
 
In the North American market for FY2021, TMC’s total sales revenue 
from automotive sales, financial services and other business 
operations amounted to $9.5t JPY. 
 
Revenue by Segments 
TMC has 3 main revenue streams by segments, Automotive Sales, 
Financial Services and other Business Operations. In FY2021, TMC 
booked a total revenue of $27.2t JPY.  
 
Revenue by Geography  
Toyota Motor Corporation manufactures vehicles and components 
in 27 countries and markets its products in over 170 countries. 
TMC’s main markets include Japan and North America, contributing 
25% and 30% of total revenue respectively. 
 
Recent Earnings Review 
Toyota Motor Corporation experienced an 8.0% decrease in the 
contribution of revenue by Automotive Sales in, from $26.8t JPY to 
$24.7t JPY mainly due to the decrease in production volume and 
vehicle sales, arising from the suspension of operations at factories 
and suspension of business at dealers worldwide due to the COVID-
19 pandemic.  
 

Ownership & Management (Amanda) 
Management of TMC 
The current president of Toyota Motor Corporation is Akio Toyoda 
who has been a director at TMC since 2000. Dr Cheng was appointed 
as chief officer of the Asia & China Operations Center in Jun 2001, 
managing director in June 2002, chief officer of both the China 
Operations Group and the Asia, Oceania & Middle East Operations 
Group in Jan 2005, became executive vice president in Jun 2005 and 
President of TMC from Jun 2009, replacing Katsuaki Watanabe in 
the wake up of the quality control crisis in 2009.  Furthermore, 
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Figure 4: Market share of leading automakers 

 
Source: Statista 2021 

 
Figure 5: TMC’s Prominent Managers & 
Shareholders 

Prominent Managers and Directors of Toyota Motor 
Corporation 

President & Representative 
Director Akio Toyoda  

Chairman of Board of Directors 
Takeshi 
Uchiyamada 

Vice-Chairman of Board of 
Directors Shigeru Hayakawa 

Representative Director Koji Kobayashi 

Member of Board of Directors James Kuffner 

Member of Board of Directors Kento Kon 

Member of Board of Directors Ikuro Sugawara 

Member of Board of Directors Sir Philip Craven 

Member of Board of Directors Teiko Kudo 

Source: Toyota Global 2021 
 
Figure 6: TMC’s Main Shareholders 

Main Shareholders of Toyota Motor Corporation 
Company  

Custody Bank of Japan, Ltd. 36.60% 

Toyota Industries Corporation 23.85% 

The Master Trust Bank of Japan, Ltd. 22.07% 

Nippon Life Insurance Company  12.73% 

JPMorgan Chase Bank, N.A 10.73% 

Source: Toyota Global 2021 
 
Figure 7:  Automotive AI Market Size (USD$b)  
 

 
Source: Deloitte 2021 

Toyoda is a representative director and president of the Board of 
Directors.  
 
Shareholders of TMC  
Some of the major shareholders of Toyota Motor Corporation are 
the Custody Bank of Japan, Ltd., Toyota Industries Corporation, The 
Master Trust Bank of Japan, Ltd., and Nippon Life Insurance 
Company. 
 
Subsidiaries of TMC 
Toyota Motor Corporation owns many listed automotive companies 
such as Daihatsu Motor Co Ltd and Hino Motors. TMC also owns the 
Japanese aerospace manufacturing company, Subaru Corporation. 
 
Daihatsu Motor Co Ltd, a Japanese automobile and internal 
combustion engine manufacturer, was well known for building 
three-wheeled vehicles and off-road vehicles in Japan. By 2021, 
sales from Daihatsu accounts for 4% of Toyota Group’s total 
revenue. 
 

Industry Outlook 
Automotive Industry Overview 
Although global automotive sales are forecasted to fall just under 70 
million units in 2021 due to the pandemic, the automotive industry 
is set to grow to 205 million units by 2028, registering a 4.5% 
compound annual growth rate (CAGR). The global automotive 
industry is projected to grow to just under $9t USD by 2030, a 68% 
increase from 2017. The global light vehicle unit sales are estimated 
to grow to 91 million by 2023, with China contributing to more than 
a quarter of the sales each year. 
 
The automotive industry comprises a wide range of companies and 
organizations involved in the design, development, 
manufacturing, marketing and selling of motor vehicles and is one 
of the world’s largest industries by revenue. In 2020, Toyota had the 
largest market share of 8.5%, surpassing the 2019 
incumbent, Volkswagen AG, as Toyota’s global vehicle sales exceed 
Volkswagen’s sales by 223,038 units. Between 2019 and 2020, 
global vehicle sales declined by 22% as a result of the 
economic downturn due to the COVID-19 pandemic.  
 
Industry Trend 1: Artificial Intelligence (AI) 
Artificial Intelligence (AI) is increasingly being utilized in the 
automotive industry, from the manufacturing process to 
transportation and service, AI has proven to be an essential 
component of modern automotive vehicles in recent years. 
 
Manufacturing 
AI robots are used in the designing, part manufacturing and 
assembling processes of automotive vehicles. For instance, 
exoskeletons are used by workers to hold and lift heavy equipment 
up to an additional 44 pounds and can last for 6-8 hours. These 
exoskeletons are used along general assembly lines where manual 
labour is still heavily relied on. 
 
Toyota utilizes artificial intelligence to smoothen warehouse 
logistics by allocating the right piece of equipment for the right task 
without fail. This allows Toyota to minimize energy use, prevent 
delays and eliminate waste. In addition, employees of South Korea’s 
Hyundai Motor Company use an exoskeleton that helps them 
perform overhead tasks and allows them to complete tasks without 
bending their bodies. 
 
Transportation 
In addition to manufacturing, AI also plays a crucial role in the 
transportation sector. For instance, in Oct 2015, Tesla launched 
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Figure 8: Global light vehicle unit sales forecast 
(mil) 

 
Source: S&P Global Ratings 2021 
 
Figure 9: Worldwide consumer spending on 
electric vehicles (USD$b) 

 
Source: IEA 2021 
 
Figure 10: TMC’s Table of Financial Ratios 
 

 
Source: TMC’s Financial Statements 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

‘Autopilot Driver Assistance System’ with autopilot capabilities for 
their model S car, which is used to monitor the driver’s eye and 
determine whether one is sleeping. Other applications in the 
transportation sector include the ability to calculate real-time risk 
assessment of the driver and alert the driver of potential emergency 
situations. 

 
Another example would be Toyota’s Concept-i electric autonomous 
vehicles, which consists of an artificial intelligence system 
nicknamed ‘Yui’. Yui learns about its driver by listening to 
conversations, monitoring social media activity and schedules, and 
analyzing facial expressions and driving habits to sense when a 
driver might be sleepy or stressed or what might enhance the 
driver’s comfort and then adjusts lighting, music or to the seats 
accordingly. 
 
Services 
AI is also used to predict problems related to engine performance 
and battery performance that may occur in the future. For instance, 
in 2017, AI software company, Predii, introduced a platform for part 
replacements and repairs. The platform utilizes historical service 
data such as service orders and technical manuals for the repair and 
maintenance of vehicles. 
 
Industry Trend 2: Rise of Electric Vehicles (EVs) 
Electric vehicles have been on a steady rise over the years as 
consumers are paying increasingly more attention to the 
environment and automotive companies are aiming to capitalize on 
environmentally conscious consumers. 
 
The Global Electric Vehicle Market size is projected to grow 
from 4,093 thousand units in 2021 to 34,756 thousand units by 
2030, at a CAGR of 26.8%. Several governments also provide fiscal 
incentives and grants on electric vehicles, encouraging consumers 
to spend more, boosting electric vehicle demand. 
 
In addition, consumer spending on electric vehicles has grown from 
$20b USD in 2015 to $118b USD in 2020, a 490% increase. At a 
global level, EV adoption is estimated to reach 45% under currently 
expected regulatory targets. 
 

Financial Analysis  
Overview: 
The table on the left (Fig 10) shows TMC’s year historical financial 
performance which includes various key ratios which indicate their 
profitability, activity, liquidity and financial leverage positions. In 
the last 5 years, revenues and net income grew at an average rate of 
(0.71)% and 1.9% respectively. However, it is worth noting that 
COVID-19 had a noteworthy impact on the company, with revenues 
and operating income falling by 9.1% and 10% from FY2020 to 
FY2021 respectively. Excluding FY2021, revenues and net income 
grew at an average rate of 2% and 1.5% respectively from 2016 to 
2019. The fall in revenues is a consequence of fractured supply 
chains and social distancing measures at plants, along with weak 
demand as job losses and concern about an economic downturn 
weigh on consumer spending on major purchases like cars. 
However, with over 57% of the global population having received at 
least one dose of the COVID-19 vaccination and the embracing of the 
COVID-19 disease as an endemic outcome, TMC is expected to 
recover rapidly. In 3QFY21, Toyota reported a 50% jump in its 
October to December 2020 profit, underlining a solid recovery at the 
Japanese automaker from the damage of the coronavirus pandemic. 
For the current fiscal year through March 2022, TMC projects sales 
revenue of ¥30 trillion, operating profit of $2.5t JPY and net profit 
of ¥2.3 trillion, which is up 10.2%, 13.8%, 2.4% from FY2021 
respectively. These projections show that TMC has bounced back 
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Figure 11: TMV Gross Profit and Profit Margins 
(%)  
 

 
 
Source: NWD's Annual Reports 
 
Figure 12: TMC Liquidity Ratios  
 

 
Source: NWD's Annual Reports 
 
Figure 13: TMC Interest Coverage Ratios remain 
stable with a slight dip 

 
 

Source: NWD's Annual Reports 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

quicker than its competitors and has also successfully weathered a 
chip shortage that has forced rivals to slash production targets. 
 
 
Sustained Growth In Profitability Margins 

TMC’s 5-year historical gross profits and profit margins have 
remained relatively stable, with gross margins and profit margins 
increasing at 18.2% and profit margins at 7.6% respectively (Fig. 
11). Despite the substantial fall in revenues and operating income in 
FY2021, TMC was able to maintain or grow its gross and profit 
margins. TMC’s ability to maintain its profit margins is largely 
attributed to its shrewd cost discipline and prudent management of 
inventory. EBITDA, Operating and Net Income margins were 
relatively stable as well from FY2016 to FY2021, indicating 
exceptional management of cost by TMC despite the COVID-19 
pandemic. Moving forward, we continue to expect strong and 
sustained growth in profitability due to the rapid worldwide 
recovery from the pandemic, with a robust forecasted growth of 
$31.9 JPY.   
 

Improving Liquidity Position   
TMC has a current and quick ratio of 1.6 and 0.93, indicating that the 
group has been building adequate short-term assets to fund short-
term liabilities and daily functioning. This may signify that TMC is 
on the road to improving working capital, provided that it continues 
to generate sufficient cash and maintain healthy liquidity ratios in 
future financial years. As seen in Figure 12, liquidity ratios for TMC 
have been increasing over time, with the current ratio, quick ratio 
and cash ratio all improving from 1.03 to 1.06, 0.89 to 0.93 and 0.17 
to 0.24 respectively when comparing FY2016 and FY2021. These 
improving liquidity ratios reflect exceptional credit and strength. 
We expect to see this upward trend continue in the foreseeable 
future, as the company rides on the worldwide recovery from the 
pandemic. 
 
Noteworthy Interest Coverage Ratios  
As shown in Figure 13, TMC’s outstanding credit strength is best 
depicted by its robust interest coverage ratio. Despite the sharp 
drop in the interest coverage ratio in FY2021, TMC is still able to 
repay its interest and debt obligations 51.8x based on its EBIT. 
TMC’s strong cash position allows it to comfortably fulfil its interest 
and debt obligations without much concern. Given the aggressive 
acquisitions and expansion strategies of TMC, we expect the interest 
coverage ratio to decrease from FY2021 levels but remain at a 
comfortable level for TMC to cover its debt obligations. 
 
Transitory Deterioration In Efficiency Ratios 
In FY2021, the effects of the COVID-19 pandemic is evident in the 
deterioration of the asset turnover ratios and the cash conversion 
cycle. The total asset and fixed asset turnover worsened 
significantly in FY2021 as compared to more stable ratio values 
from FY2016 to FY2020 as seen in Figure 14. This deterioration is 
attributed to the crunch management of assets during the COVID-19 
pandemic as TMC received both demand and production shocks, 
resulting in lower efficiency in generating revenues from its asset 
base. As seen in Figure 15, TMC’s cash conversion cycle also 
increased significantly from FY2020 to FY2021, indicating that TMC 
is taking a long time to generate cash, possibly causing insolvency 
issues to surface. We believe these worsening efficiency ratios is 
largely attributed to the sudden COVID-19 crisis and is only a short-
term phenomenon. Moving forward, we believe that TMC will 
continue to improve its asset and cash generation capabilities as 
global demand for cars surpasses pre-COVID levels. 
 
Healthy leverage with vast cash flows and reserves 
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Figure 14: TMC Total Asset and Fixed Asset 
Turnover Ratios 

 
Source: NWD's Annual Reports 
 
 
Figure 15: TMC Cash Conversion Cycle and its 
constituents 

Source: NWD's Annual Reports 
 
  
Figure 16: TMC Financial Leverage Ratios 

 
Source: NWD's Annual Reports 
 
Figure 17: Toyota’s SUV Toyota bZ4X model 

 
Source: Toyota Global 2021 
 

With reference to Figure 16, TMC is currently operating at 4.15x 
debt/EBITDA, and this has been decreasing over the past few years. 
TMC’s Debt to Equity Ratio and Debt Ratio has been rather stable 
over the past 5 years as well, indicating that TMC’s financial leverage 
levels are generally consistent Our projections estimate a slight 
growth to create buffers from the impacts of the pandemic as well 
as to fund their aggressive acquisitions. Given TMC’s remarkable 
track record of generating stable and increasing cash flows, we are 
of the opinion that TMC will face limited trouble with debt 
obligations. 
 

Recent developments  
Toyota to invest $35b USD into Electric Vehicle battery tech by 
2030 
Toyota Motor plans to invest $35b USD through 2030 to develop 
electric vehicle batteries and a supply system to lead in the market 
in the key automotive technology over the next decade. It seeks to 
set up 70 EV battery lines and secure 200 GWh of battery supply by 
2030. Toyota pioneered hybrid gasoline-electric vehicles with the 
popular Prius and is now moving rapidly to deliver its first all-
electric line-up by 2022. Toyota also plans to reduce the cost of the 
electric vehicle batteries by at least 30% or more and aims to 
improve the power consumption of these batteries by 30% in its 
upcoming compact SUV Toyota bZ4X model. In addition, USD$3.4 
billion would be invested in battery development and production in 
the United States through 2030. Toyota is also the front runner to 
mass produce solid-state batteries which are more energy-dense, 
charge faster and are less prone to catching fire.  
  
Acquisition of Renovo to develop fully-autonomous vehicles  

Toyota subsidiary Woven Planet Holdings has acquired the 
automotive operating system developer Renovo Motors, its 
third acquisition in under 12 months. Renovo has designed an 
operating system for cars that manages vehicle systems and can 
sort and filter information for sharing, including data that can help 
improve vehicle design. Renovo’s operating system enables the 
running of various apps that integrate automated driver assist 
systems, maps and other mobility services. The system, Aware OS, 
has been compared to Google’s Android system that enables 
software developers to introduce new smartphone apps. Woven 
Planet hopes that Renovo can enhance Arene, its open vehicle 
development platform still under development and slated for 
market introduction in 2025. Arene’s mission is to open vehicle 
programming to everyone by simplifying vehicle 
software development and increasing deployment frequency 
without compromising safety and security. This will create a whole 
new market of vehicle app developers who, through 
software, integrate a vehicle into our daily lives in novel ways. 
  
Toyota outsells General Motors in the US for the first 9 months 
of 2021 

General Motors (GM) has been the largest seller of vehicles in the 
United States since 1931 when it surpassed Ford Motor Co. At its 
peak, GM had a 50% market share in the United States and was the 
world’s largest automaker till 2007. In the first 9 months of 2021, 
Toyota sold 1.86 million vehicles compared with GM's 1.78 million, 
or just over 80,000 more vehicles as GM grapples with the 
semiconductor chip shortage. Toyota also indicated its U.S. sales 
rose 1.4% to 566,005 vehicles in Q1 2021 and are up 27.9% in the 
first nine months.  
 
Launch of South Africa’s first locally-produced hybrid vehicle 

South Africa President Cyril Ramaphosa visited the Toyota South 
Africa production plant in Durban, KwaZulu-Natal, in October 2021 
to officiate the launch of the Corolla Cross, South Africa’s first locally 
produced hybrid vehicle which would be manufactured for export 
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Figure 18: Number of General Motors vehicles 
sold worldwide between 2010 and 2020 (mil) 
 

 
Source: Statista 2021 
Figure 19: Toyota’s Corolla Cross: South Africa’s 
first locally produced hybrid vehicle 

 
Source: Toyota South Africa 2021 
 

Figure 20: Toyota’s acquisition and investing 
activity 
 

 
 

Source: Reuters 2021, Forbes 2021 

 

Figure 21: Increase in electrified vehicle ratios by 
region (taking 2021 as base year) 

 
Source: Fitch Ratings 2021 
 
 
 
 
 
 
 

to 40 countries on the African continent. The South African 
Government's South Africa Automotive Masterplan 
(SAAM) and Automotive Production and Development Program 
have catalyzed and enabled continued investment in local vehicle 
and components production. The goal of SAAM is to expand local 
content in vehicles assembled in South Africa to 60% from 40% and 
increase employment. The automotive sector has remained one of 
South Africa’s most investment-intensive industrial sectors and 
remains a significant contributor to South Africa’s GDP, accounting 
for more than 100,000 jobs in assembly and component 

manufacturing. Seven light-vehicle producers invested a record 
R9.2 billion in 2020, while the component sector attracted R2.4 
billion during the same period. 
 

Issuer Credit Analysis 
 
Positives 
1. Modest Impact from the COVID-19 pandemic 
Toyota Motor Corporation’s profit more than doubled in Q1 
2021 as compared to Q1 2020, posting a record profit of 7.9 trillion 
yen, meeting its profit goals. Toyota has remained resilient due to 
its strong market positions in China and the US, cost discipline 
and exceptional supply-chain management. Toyota’s net revenue 
totalled 27.2 trillion yen for FY21, only an 8.9% decrease from FY20. 
In addition, Toyota’s management has forecasted 30.0 trillion yen 
in revenue through FY22, which is substantially higher than pre-
pandemic levels. 
 
2. Robust acquisition strategy to stay at the forefront of cutting-
edge automotive industries 
Woven Planet Group, a subsidiary of Toyota Motor Corporation, is 
an expansion of the operations of Toyota Research 
Institute established in January 2021. Woven Capital is an 
investment arm of Woven Planet Group that invests in growth-
stage companies developing technologies in the areas of 
autonomous mobility, automation, artificial intelligence, machine 
learning, data and analytics, connectivity, and smart cities. Woven 
Capital recently acquired automotive operating system software 
company Renovo to help accelerate the development of fully-
autonomous connected vehicles. In addition, it also acquired Lyft’s 
self-driving division, Level 5, purchased Carmera in August 2021, a 
U.S. firm that provides real-time, high-definition maps and data for 
driverless vehicles. It also owns stakes in top Chinese 
firm Didi Chuxing and Southeast Asia's Grab and invested 
in Ridecell Inc., a leading platform powering digital transformations 
and IoT automation for fleet-driven businesses. Woven Capital also 
invested $400m USD in Pony.ai, a self-driving startup based in the 
U.S. and China.  
 
This aggressive acquisition strategy indicates good management as 
TMC is active in looking for opportunities to grow its prospects and 
increase its competitiveness in the automotive industry. Even 
though TMC’s numerous acquisitions may be seen as risky ventures 
that undermines TMC’s credit strength, each acquisition makes up a 
small percentage of TMC’s net income for a more than proportional 
benefit to TMC’s position in the market. Hence, the aggressive 
acquisition strategy to stay ahead of the curve is certainly a credit 
positive for TMC because of the small impact of each acquisition on 
TMC’s net income. 
 
3. Aggressive pivot towards electric vehicles for the 
environment  
Toyota’s increasing ratio of electrified vehicles in total sales, which 
rose to 24% in FY21 from 20% in FY20, is positive for long term 
credit strength. Toyota plans to increase the electrified vehicle ratio 
to 70% in North America, 95% in Japan and 100% in Europe 
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Figure 22: Toyota’s alternative fuel vehicle sales 
by year (1,000 units) 
 

 
Source: Statista 2021 

 
Figure 23: Tesla's revenue from FY2012 to FY 
2020 (USD$b) 
 

 
 

Source: Statista 2021 

 
 
 
 
 
 
 
 
 
 
 
 

by 2030. It also aims to sell only hybrid and new-energy vehicles in 
China, including electric vehicles, plug-in hybrids and fuel-
cell vehicles, by 2035. TMC’s pivot towards electric vehicles will 
help TMC capitalize on the aforementioned proliferating trend of 
electric vehicles, substantially improving TMC’s sales volume and 
revenue. 
 
Negatives  
1. Supply shocks have severely affected automotive production 
Toyota reduced 15% and 40% of global vehicle production in 
November and October 2021 respectively as a result of 
complications from a shortage of computer chips and Covid-
19 restrictions affecting the production of various parts in 
Southeast Asia. There has been an explosion in the use of 
semiconductors and digital technologies by automakers due to the 
rise of hybrid and fully electric vehicles, as well as autonomous 
driving and connected car functions. Hence, these innovations 
require even more computing power and are so new and specialized 
that many carmakers have left it to big parts suppliers to manage 
the risks. Southeast Asian plants and suppliers are taking thorough 
quarantine and vaccination measures in response to the pandemic 
in Southeast Asia, making it difficult to maintain operations due 
to lockdowns at various locations and the unpredictability of the 
spread of COVID-19. 
 
 In addition, the semiconductor chip shortage is expected to last 
until early 2023 due to its rapidly increasing demand in this 
pandemic era where demand for personal computers and game 
consoles rises. The pandemic has also resulted in a declining 
production level that further exacerbates the shortage.  
 
2. Tightening regulatory environment hampers profitability  
TMC is engaged in businesses all around the world where 

environmental regulation is tightening, especially in Japan. In 2020, 
464 of Japan’s local governments (88% of Japan’s population) 
announced their commitment to net-zero carbon emissions by 2050
. Moreover, in 2021, Japan pledged to cut GHG emissions by 46% by 
2030 compared with 2013 levels, foreshadowing tightening 
regulations surrounding carbon emissions. Countries around the 
world are actively reducing their carbon footprint in response to 
an increased perception of climate emergency. Growing social 
pressure on politics to tighten environmental regulations, 
exemplified by global climate strikes participated by more than 6 
million people.  
 
As a result, tightening environmental regulations all around will 
result in Toyota incurring growing operating expenses and 
sustainability investments to meet regulatory requirements. 
 
3. Looming threat of new and established industrial players  
Toyota is the largest automaker by market share at 8.5% of the 
global automotive industry. Its three closest competitors 
Volkswagen, Hyundai and Ford hold 7.8%, 5.4% and 5.1% market 
share respectively. The concentration of market share is relatively 
spread out across numerous automotive companies, with new 
entrants entering the market to capture more market share from 
established automotive companies. Tesla is an example of a new 
entrant that produces only fully electric vehicles, and its 
revenues are growing rapidly due to strong governmental support 
both from the US and worldwide. Tesla’s market capitalization 
surpassed $1t USD in October 2021 following news that Hertz plans 
to add 100,000 electric vehicles to its fleet by the end of 2022, more 
than 3 times the worth of Toyota’s market capitalization. Tesla sold 
over 627,000 electric cars in 2021 with goals to meet sales of over 1 
million cars by the end of 2021, while Toyota has stated it is only 
able to produce enough batteries for 28,000 electric cars yearly. 
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Figure 24: TMC Bond Issuances 

 
Source: Refinitiv Eikon, NUS Investment Society 

 
 
 
Figure 25: Yield Curve and Relative Valuation for 
TOYOM Bond Issuances, Internal Universe (bps) 

 

 
 

Source: Refinitiv Eikon, NUS Investment Society 

 

 

 
Issuance Analysis 

 
Toyota Motor Corp Outstanding Bonds 
 
Overweight TOYOM 2.157% 02-Jul-2022 vs TOYOM 3.419% 20-
Jul-2023 
TOYOM 2.157% 02-Jul-2022 and TOYOM 3.419% 20-Jul-2023 have 
maturity dates that are one year apart and have very low time-to-
maturity, with TOYOM 2.157% 02-Jul-2022 maturing in ~0.5 years 
and TOYOM 3.419% 20-Jul-2023 maturing in ~1.5 years. Despite 
the increase in interest rate risk that results from the 1-year 
difference, TOYOM 3.419% 20-Jul-2023 has a far lower spread than 
TOYOM 2.157% 02-Jul-2022. TOYOM 2.157 02-Jul-2022 is priced 
3.05bps above the mean yield curve with a spread of 17.115bps, 
suggesting a lower price vs the average TOYOM bond with the same 
risk. TOYOM 3.419% 20-Jul-2023 is priced 2.83bps below the mean 
yield curve with a spread of 13.511bps, suggesting a higher price vs 
the average TOYOM bond with the same risk. Between these two 
bonds, TOYOM 2.157% 02-Jul-2022 has a spread that is 3.6bps 
greater than TOYOM 3.419% despite a having lower interest rate 
risk. Such a disparity in spreads could be due to TOYOM 3.419% 20-
Jul-2023 having a higher coupon rate with slightly lower 
reinvestment risk due to an extra year to maturity, but neither of 
these adequately justify its much heftier pricing relative to TOYOM 
2.157% 02-Jul-2022. As such, the TOYOM 2.157% 02-Jul-2022 
discount presents an investment opportunity. 
 
Overweight TOYOM 0.030% 02-Jun-2022 vs TOYOM 0.050% 
18-Mar-2026 
TOYOM 0.030% 02-Jun-2022 and TOYOM 0.050% 18-Mar-2026 
have similar spreads of 16.126bps and 16.004bps respectively. 
Despite TOYOM 0.030% 02-Jun-2022 having a slightly higher 
spread, it has a much lower time to maturity (~0.5 years) than 
TOYOM 0.050% 18-Mar-2026 (>4 years), which corresponds to a 
much lower risk. TOYOM 0.030% 02-Jun-2022 is priced 2.37bps 
above the mean yield curve, suggesting a lower price vs the average 
TOYOM bond with the same risk. TOYOM 0.050% 18-Mar-2026 is 
priced 2.86bps below the mean yield curve, suggesting a higher 
price vs the average TOYOM bond with the same risk. Such a 
disparity could be due to TOYOM 0.050% 18-Mar-2026 having a 
slightly higher coupon rate with a significantly lower reinvestment 
risk due to its longer time-to-maturity, but TOYOM 0.030% 02-Jun-
2022 still stands firm as a strong short term investment 
opportunity. 
 
Overweight bonds of 5-15 years‘ time-to-maturity vs 1-5 years’ 
time-to-maturity  
According to the mean yield chart of TMC’s issuances, a cluster of 1-
5 years’ time-to-maturity bonds are mostly below the mean yield 
curve, with those of 5-15 years’ time-to-maturity bonds near or 
above the mean yield curve, with the exception of TOYOM 0.219% 
18-Mar-2031 that is priced 1.84bps below the mean yield curve 
with a yield of 18.919bps. This observation could be due to the fears 
surrounding Toyota’s aggressive investments into EV battery 
technology and acquisition of various automotive players, as well as 
short term supply shocks and tightening environmental regulations 
that may weaken its short-term credit strength. Nonetheless, 
Toyota’s outstanding supply chain management and aggressive 
positioning at the forefront of sustainable automotive technologies 
hold the potential to strengthen its financial strength in the future 
despite investor fears pushing down long-term bond prices. 
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Disclaimer 
 

This research material has been prepared by NUS Invest. NUS Invest specifically prohibits the redistribution of this material in whole or in 
part without the written permission of NUS Invest. The research officer(s) primarily responsible for the content of this research material, in 
whole or in part, certifies that their views are accurately expressed and they will not receive direct or indirect compensation in exchange for 
expressing specific recommendations or views in this research material. Whilst we have taken all reasonable care to ensure that the 
information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or 
completeness, and you should not act on it without first independently verifying its contents. Any opinion or estimate contained in this report 
is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given 
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the suitability of the 
securities mentioned herein, taking into consideration your investment objectives, financial situation or particular needs, before making a 
commitment to invest in the securities. This report is published solely for information purposes, it does not constitute an advertisement and 
is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No representation or warranty, 
either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein. The 
research material should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this 
research material are subject to change without notice. 
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Appendix:  
 

Pro Forma Financial Statements (3FS)  
 

Balance Sheet 
 

 

 
 
 
Income Statement 
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Cash Flow 
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Revenue & Cost Model 
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Debt Schedule 

 

 



 

15 
 

 

 
 


