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Japan’s Dalkm to Build $410 Mllhon
Air-Conditioner Factory Near ‘
Houston

Manufacturer Clalms More Efficlent Units But Installation Costs Ma'y'.e-e Barrler

Takeshl Eblau, chiof Ive of Dalkin'a Go M unlt, atOalkin In Tokyo ERIC
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A Japanese inaler of air conditioners said it would build a £410 million fattory near
Houston, in a bet that energy-efficlent Japanese-style units can take share from
Amorican designs,

Daikin Industries Ltd. sald the factory, set to start operating in early 2016, would
expand the capacity of its U.S. subsidiary, Goodman Global, and serve ns 2 hub for
Osaka-based Daikin to try to spread the technology it sells at home.

Asitopensthe new site, in Hockley, Texas, Goodman plans to close other sites in Texas
and Tennessee. While Daikin plans no layoffs, about 8,000 employees in Texas and
1,000 in Tennesses will be asked to relocate, and there will be no net addition of jobs,
the company said.

"The ecurrent Goodman facilities don't have capacity to assemble all the value-added
models that Datkin ia selling elsewhere,” Tekeshi Ebisu, ohief executive of Goodman,
said in an interview,

Mr, Ebisu said the new 90-acre Texas factory will reduce manufacturing costs and
allow faster customization for U.S, consumers.

Japan's Dalkin Industies, whith ta targating tho U.8. whore al condlllaning was Invented and populorizod, has long hod
a algnificant global presance, Showa, o Dalkla al di feclory In lndia. .

In the U.S,, where alr conditioning was invented and popularized, many systoms toduy
are old-fashlonad, electricity-gulping designs, in Daikin’s view,

U.S. sir-conditioning systems~both commercial and residential—tend to chill air or
water In a central unit installed outdoors. The air or water Is then moved around to
coolindividual rooms or areas, Air conditioners from Daikin and other Asian makars
deliver chilled chemical refrigerant from a central condenser, also generally Installed
outdoors, to individual units In separate parts of buildings, where the afr ls then cooled.

Advocates of the Japanese technology say it provides substantial energy savings and
greator temperature control, Among other advantages, heat from the air-conditloning
process can be recycled—which is useful in spring or fall, when one side of a building
can be too cool and the other too hot.
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The Japanese-style systems could generate encrgy savings of as much as 84% over
conventional U.S, alr conditioning, according to & December 2012 study by the U.S.
Departmant of Energy’s Pacific Northwost National Laboratory.

Potential downsides cited by critics include the possiblo need for separato ductwork to
bring in outside air for veatllation, which the Japanese systemns do not do, though the
need for this can vary based on regulations,

. Datkin’s products also may cost more to install—especially in U.S. buildings fitted for
traditional cooling systems. -

Tho recent decline in energy prices, though, may limit interest in conaervation among
building owners.

In 2012, Daikin bought Goodman for $8.7 biilion from Hellman & Friedman LLC, a
private-equity firm, In a deal that vauited it into the top tier in the U.S,, alongside
companies such a8 Ingersoll-Rand PLC’s Trane unit and Carrier Corp.

During the fiscal year ended in March, Daikin generated sales of $3,68 billion in the U.S.
The company estimates 816 hillion of air-conditioning equipment is sold in the U.S.
ennually, ono-fifth of the global total.

The 90-year-old Daikin has long had a significant presence in Japan, China and Europe,

aSo far, U.S. Interest is low, with industry data showing well below 10% of commercial
units in tho U. S. uangulkln s “varlable refrigerant volume,” or VRV, technology, or
comparable systema from other manufacturers, :

“The biggest challenge for usis to raise awareness,” said Mr. Ebisu, who hagbeen
leading Goodman since lagt May.

In addition to increasing use in commercial buildings, Datkin wants to sell more
premium systems to residentlal users in the U.S., where Goodman has focused on the
lower end of the market, Mr. Ebisu said

Dadldn has begun siring TV commerclals aimed at consumers, an unusual strategy for
the industry. In the U.S., most air-conditloning systems are sold via contractora or
dealers, rather than directly to home or building owners, a more comrmon approach in
Japan,

I0is

The company is alsp inviting distributors to Goodman’s headquarters in Texas for
training.Mr. Ebisu sald a major reason for the purchase of Goodman was to obtain the
company’s sales network, which doas business with more than 60% of contractors and

dealors Inthe US.

“Most building owners look at price when installing air conditioning,” sald Don
Emanuel, a contractor in New York City, who recently lnstalled a VRV system in a
prewar apartment complex on Park Avenue when it was renovated. “However, when
the advantages of VRV are explained to them, most of them change their minds because
of the saving and versatllity.”

Bonjamin Freas, an analyst at Navigant Research, said Daikin could struggle to stand
out. U.S. makers such as Trane and Carrler, as well as South Korean glants Samsung
Electronics and LG, have begun making Japanese-style systems, Daikin already faces
challenges from other Japanese makers. ) .
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