Toyota warns of 35% profit plunge as U.S. tariffs and dollar fluctuations bite
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Toyota Motor Corporation has recently outlined its earnings forecast for the fiscal year ending in March 2026, projecting a slight revenue increase of 1.0% year-on-year to reach ¥48.5 trillion. However, the company anticipates a significant drop in net profit of 34.9%, estimating it at ¥3.1 trillion. This stark contrast highlights the financial obstacles the automaker faces, largely attributable to external economic pressures.
A considerable factor contributing to this decline is the impact of U.S. tariffs imposed during the Trump administration. Toyota has indicated that these tariffs will result in a reduction of operating profit by ¥180 billion for just the months of April and May. Speaking at a press conference in Tokyo, President Koji Sato acknowledged the unpredictability surrounding the evolving tariff policies, stating, "It's hard to predict what lies ahead, but rather than panicking, we intend to stay grounded and focus on what we can control."
Further insights reveal that the projected operating profit for the fiscal year is estimated at ¥3.8 trillion, down from ¥4.8 trillion the previous year—a decline of approximately 21%. This downturn has not only rattled Toyota but has reverberated through the wider automotive industry. Other manufacturers, such as Ford and Mercedes-Benz, have similarly pulled their earnings guidance in response to the tumultuous trade environment. The uncertainty of tariffs has prompted speculation among industry leaders about potential price hikes to manage rising operational costs, as suggested by CFO Yoichi Miyazaki.
Additionally, the fluctuation of the U.S. dollar has further complicated matters. Analysts estimate that currency variations could cost the company as much as ¥745 billion. Toyota's North American operations, which represent its largest market, have reported increased operating losses partly due to a temporary plant shutdown in Indiana, exacerbating the already challenging business landscape. In contrast, Toyota has seen some positive developments in its home market of Japan, with an 18% profit increase in the fourth quarter, showcasing a degree of resilience despite these broader challenges.
However, the outlook for vehicle sales may be tempered by persistent tariffs, which analysts warn could lead to increased consumer prices and dampen demand. The challenge of competing in the rapidly changing automotive sector, particularly against the backdrop of growing pressure for electric vehicle adoption, has placed Japanese automakers—including Toyota—on high alert. While the company has reported an overall increase in annual sales, peaking at a record ¥48 trillion for the fiscal year ending March 2025, concerns remain regarding its ability to maintain this momentum amidst ongoing scrutiny and the fallout from a recent certification scandal related to fraudulent vehicle testing.
As Toyota navigates these complexities, its executives remain cautiously optimistic, speculating about potential concessions from U.S. authorities that could ease some tariff burdens in the coming months. The uncertainty surrounding tariff policy, coupled with competition in key markets like China, remains a focal point for analysts and investors alike, as they closely monitor the automotive giant’s manoeuvring in a challenging economic climate.
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