Toyota faces 21% profit squeeze amid tariffs and $42bn buyout plan
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Toyota's Profits Under Pressure: The Impact of Tariffs and Strategic Moves Ahead
Toyota has issued a stark warning regarding its financial outlook, anticipating a 21% decline in operating profits for the fiscal year ending March 2026. The company expects to record an operating profit of ¥3.8 trillion ($26 billion), down from ¥4.8 trillion the previous year. This projected dip is largely attributed to the ongoing ramifications of tariffs imposed by former U.S. President Donald Trump, which are significantly raising operational costs and complicating market conditions for the global auto industry.
The anticipated profit loss includes an estimated ¥180 billion impact from tariffs specifically for the months of April and May. Additionally, projections consider a substantial effect from currency fluctuations, with an estimated loss of ¥745 billion attributed to the weakening U.S. dollar. Despite a resilient fourth quarter performance in Japan—where profit rose 18%—Toyota's North American operations faced setbacks marked by a temporary plant shutdown in Indiana and increasing uncertainties linked to trade negotiations.
The broader context reveals a turbulent atmosphere within the automotive sector, exacerbated by Trump's tariffs. Leading manufacturers, including Mercedes-Benz, Ford, and General Motors, have adjusted forecasts in response to these trade challenges, with General Motors forecasting potential losses of up to $5 billion due to the levies. “The unpredictability due to ongoing government negotiations has become a critical concern,” noted Toyota's CEO Koji Sato, illuminating the anxiety rippling through the industry as companies brace for potential tariff relief discussions.
Amid these challenges, Toyota is also considering a significant strategic shift, exploring a $42 billion plan to take its subsidiary, Toyota Industries, private. Akio Toyoda, the chairman and grandson of Toyota's founder, is contemplating investing his personal funds in leading this buyout, aligning with pressures from the Tokyo Stock Exchange to streamline the company's complex cross-shareholdings and governance structures. This proposed deal, if successful, could rank as one of the largest global buyouts and reflect an escalating trend toward consolidation within Japan’s industrial landscape.
The reaction from investors has been markedly positive; shares of Toyota Industries surged significantly on news of the potential buyout, reflecting broader optimism for corporate reform across Japan. The echoes of such corporate manoeuvres resonate throughout the market, leading to an increase in share prices for other affiliated companies. However, concerns remain that this kind of consolidation may entrench the founding family's control over the Toyota group, despite increasing calls for improved corporate governance amid a backdrop of scrutiny following recent data scandals and investor dissatisfaction.
Experts caution that while the strategic buyout may simplify management and enhance operational efficiency, the implications for corporate governance remain complex. Toyota, confronting mounting shareholder pressure and dwindling approval ratings for leadership, must tread carefully as it navigates both its financial challenges and potential restructuring efforts. This evolving tale illustrates the multifaceted challenges faced by one of Japan's most prominent corporations, poised at the intersection of trade turbulence and significant corporate reshaping. 
As the landscape continues to shift, all eyes will be on Toyota as it attempts to balance operational recovery with ambitious restructuring goals, in an industry marked by volatility and uncertainty.
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