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Presentation 

 

 

Nakajima: This is Nakajima, Vice President Accounting & Treasury Headquarters. Thank you for participating 
in our conference call. I would like to give a brief explanation of the financial results in less than 10 minutes, 
while referring to the materials at hand.  

Please open the document in your hand, and you will find the key points on page 4. 

I will explain the contents of this section in more detail on page 5. 
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Page 5 is a summary of the financial results. 

Orders received were JPY95.6 billion, an increase of 15.1% compared to the previous year, and an increase of 
9.5% excluding impact of foreign exchange rates. Net sales were JPY86.3 billion.  

Excluding the exchange rates, the situation is roughly the same as previous year.  

Operating income decreased by JPY1.6 billion to JPY4.8 billion. Net income was JPY3 billion, the same level as 
the previous year, partly due to the impact of the extraordinary loss on restructuring and other expenses 
recorded previous year. 
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Page 6 shows the analysis of our operating income. 

As you can see the JPY6.4 billion in the previous fiscal year and JPY4.8 billion in the current fiscal year, the 
operating income decreased by JPY700 million due to lower gross profit margin. and decreased by JPY1.5 
billion due to an increase in SG&A expenses.  

On the other hand, the impact of exchange rate fluctuations resulted in an increase of JPY600 million. 

Our analysis shows that the results are within the range of the annual forecast that we disclosed in May. 
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Please turn to page 7 for a slightly more detailed explanation of each disclosure segment. 

The first is the Control segment, shown in blue.  

Orders received increased JPY12.1 billion over the previous year. Even excluding the impact of foreign 
exchange rate fluctuations, sales would have increased by 10.3%. Net sales increased by JPY3.7 billion, partly 
because we started the fiscal year with a low order backlog. Excluding the foreign exchange, it is flat. 

As for operating income, the Control segment generally reflects the results of the increase and decrease of 
the entire company as I explained earlier. 

Next, this is Measuring Instruments, shown in yellow.  

As for our measuring instruments, the market has been favorable due to increased investment against the 
backdrop of improvement of energy efficiency and acceleration of EV conversion and the introduction of next-
generation communication technologies. 

As a result, sales in all regions and product groups have been strong. As a result, the orders increased by JPY1.1 
billion. Compared to previous year, excluding the foreign exchange rate, sales grew by 14%. 

In terms of sales, there was a timing lag between orders received to sales turnover, both previous and this 
fiscal year, resulting in an increase of JPY400 million. Excluding the exchange rate, the growth rate is 2%. 

As for operating income, the improvement is in line with the increase in sales. 

Lastly, see Aviation and other segment in green. Orders received decreased significantly to JPY700 million. 
This is due to the impact of large orders received previous year. 

Sales remained steady with an increase of JPY200 million. Operating income decreased by JPY600 million from 
the previous year, but this was mainly due to the deterioration of activity expenses in other segment and prior 
investments in new businesses. 
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Let’s move on to page 8. The following table shows orders and sales by region in the Control segment. 

As I mentioned at the beginning of this report, orders are recovering driven by small projects.  

On the other hand, sales are lagging behind orders as a whole. In terms of orders, even if we are talking about 
small projects, there are differences in the business composition and business type composition by region. 

In terms of orders by regions, it continues to be strong in China, as well as in Japan, and Europe has seen 
considerable economic recovery with recovery from COVID-19, resulting in growth from the previous year. 

On the other hand, the recovery has been slightly delayed in the Middle East and Africa. In Central and South 
America, there was a YoY decline, but this was due to the large volume of orders received previous year, so 
we believe that the market environment remains strong. 

As for the sales on the right side, I will not explain them here, as they have been delayed by orders and sales. 
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Go on to page 9. This is the orders by industry in the Control segment. 

In the dotted line on the right, we have disclosed the top line in the form of the Control sub-segment, Energy 
& Sustainability, Materials, and Life from this fiscal year. I'll explain the figures here. 

In the Energy & Sustainability category, at the bottom of the page, there was an increase of JPY3.6 billion, or 
9.8%, and a growth of 4.4% excluding the impact of foreign exchange. This sub-segment mainly includes 
downstream, upstream, power, et cetera. The downstream has shown a definite recovery in the first quarter. 
On the other hand, upstream orders were still weak year on year, but the solid performance of downstream 
sales ensured overall growth. 

Materials, shown in purple, increased by JPY7.5 billion, or 25.6%, and by 18.7%, excluding the impact of 
foreign exchange rate. This was largely due to growth in domestic and overseas chemicals, domestic steel, 
and non-ferrous metals. The recovery in economic activity from COVID-19 has led to an improvement in 
demand for materials, which in turn has driven a recovery in investment in the materials industry. 

Lastly, Life business is shown in orange, increased by JPY1.0 billion, or 9.7%, and by 7%, excluding the impact 
of foreign exchange rate. Compared to the Materials, the growth seems to be a little weaker. However, this 
segment was relatively unaffected by COVID-19, which is why it has shown such growth potential. We realize 
that this segment continues to maintain its strength. 
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Move on to page 10. This slide shows our overall perception of the current situation, including the future. 

As I mentioned at the beginning of this report, China continues to perform well, and Japan is doing well as 
well. In Europe, the recovery from previous year's downturn has been quite strong in the first quarter. 

In terms of industries, as I mentioned earlier, the downstream, chemical, and materials industries have been 
performing well, and we expect this to continue in the future. 

The next pages, from 11 to 14, are the annual business forecast. There is no change in the figures from those 
disclosed and explained in May, so I will skip the explanation. 

This is a quick explanation, but that's all from me. 
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Question & Answer 

 

Q1: Regarding the comparison with the plan for the first quarter, Were orders, sales, and profits better or 
worse than your plan? In particular, looking at the orders in the first quarter, I see that orders in the Control  
increased 10% YoY, even excluding foreign exchange, which seems to be a good start compared to the 7% 
increase in the annual plan. Are there any indications that orders are recovering better than expected? 

A1: Although the internal plan for the first quarter is slightly “soft”, but orders have been coming in a little 
earlier than we expected at the beginning of the year mainly for product business. On the other hand, in terms 
of sales, we had hoped to generate more sales in the first quarter, but the progress has been slightly delayed.  
Profits is affected by the slight delay in sales. 

 

Q2: As for the fact that the orders have been increasing a little faster, mainly in product business, what is 
getting better faster than expected in any region or industry? 

A2: Product business is generally strong in all regions, but China is much better than we had expected in the 
first quarter. I believe that the strength of China's economy can be seen in our product business. 

 

Q3: Regarding analysis of operating income on page 6, the profit margins have deteriorated and SG&A 
expenses have increased, but I can't see from the figures any efforts to improve gross profit margins or reduce 
SG&A expenses, so what kind of efforts have you made to improve?  

Looking at the financial results of other companies in the same industry both inside and outside Japan, it 
seems that they are making investments for growth while improving their profit margins by generating cash 
through improving gross margins and cutting costs, even though they are facing the same difficulties in sales 
due to a decrease in order backlog. 

A3: According to the page 12, the gross profit margin was expected to be minus 6% for this year. You may be 
concerned that this first quarter result was minus 7%. However, in the first quarter of the previous year, there 
was a contingency release due to the sale of a large project, and it was expected in this first quarter  
deterioration. 

Also, we replaced the production system at our manufacturing plants in the first quarter of this year, so we 
had to take some extra precautions to ensure safety operation. This is also within the range of what was 
expected in the initial plan at the beginning of the year, so we don't think it is necessary to worry about the 
deterioration of gross profit margin. 

As for SG&A expenses, we have been cutting what we should have reduced from previous year and our 
forecast for this year are based on the plan that we will spend a certain amount of activity expenses in order 
to secure properly orders.  

The increase in SG&A is JPY1.5 billion for this quarter, compared to the annual plan of JPY2.9 billion. Of this,  
JPY300 million are one-time expenses incurred only in this quarter. In addition, we have also included a large 
system amortization costs for DX enhancement, which will be completed in the second half of the fiscal year, 
it will allow us to absorb the costs over the course of the year. 
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In terms of cost improvement, we are continuing with our original efforts to strengthen global procurement 
and reduce overhead costs as planned, and the results of these efforts in the first quarter were offset in the 
plan. 

 

Q4: Regarding your outlook for future of orders. Can you give us any updates on the situation that you are 
seeing after 3 months, such as the timing of recovery in the large projects and CAPEX-related segments? 

A4: As for the recovery, the chemical industry has been the first to recover, and this has been reflected in the 
downstream figures. We expect to see movement in the upstream as well. 

As for large projects that were frozen with COVID-19, customers have been resuming their FIDs and 
investment decisions, and currently orders are coming in, so we expect them to rise gradually in the future. 

 

Q5: We have been hearing about rising steel prices and difficulties in the supply of components globally. In 
the past 3 months, has there been anything that has become more difficult than your company had expected, 
such as procurement or cost increases related to that? 

A5: The portion of our business that involves purchasing materials, processing them, and delivering them to 
our customers is small. So, we have not been affected much. 

Naturally, there is talk of rising costs due to tight supply and demand for semiconductors and other products, 
so there is a possibility that there will be a slight impact, but we do not expect it to be reflected in the figures 
as a revision to the earnings forecast. 

 

Q6: On the right side of page 9, you have presented the contents of the Control segment in a new sub-
segments. What outlook you have for these three sub segments and how you have included them as figures 
in your internal plan?  

A6: It is difficult to say as we just started our operation in these sub-segments. I would like to ask you for a 
little more time and explain again when we are ready. 

 

Q7: Have you received increasing number of orders for solutions other than hardware such as OPEX and DX-
related that your company has been working to expand? 

A7: It is difficult to explain with figures at this moment, but we have a view that the domestic control market 
is not expected to grow significantly, so we shifted to solutions at an early stage to make solutions-centered 
proposals, and have already achieved considerable growth domestically. 

However, the figures fluctuate considerably depending on the timing of the arrival of orders from large 
customers in the 3-month period, so we do not have an internal analysis of the effect of the solution on these 
figures. 
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Q8: Regarding supply chain management, I think that your company uses a lot of semiconductors and 
electronic components. If there are any changes in the procurement of materials or production schedules that 
we should know about, please give your comments. on that? 

  
A8: As you mentioned, many of our products use semiconductors and other electronic components. Therefore, 
we are carefully monitoring the supply and demand of semiconductors as a matter of caution considering the 
tight supply and demand situation in the world. 

There are many products and types of our products, but for a few of them, we have to slightly extend the lead 
time from order to sales based on the availability of parts. This is a very small percentage of the total. 

However, the situation fluctuates on a daily basis, so we will continue to monitor the situation, but at this 
point, there is no significant impact that we can report in the form of risk. 

 

Q9:  Regarding downstream sector, give us some more information on what specific projects are increasing 
in the downstream, and for what fields. 

In the mid-term plan, you included oil and gas, petrochemicals, renewable energy, and many other things in 
this Energy and Sustainability sub-segments, what is leading your business? 

A9:In that sense, it’s only been 3 months since the figures were appearing, so the current figures are based 
on our traditional strengths, such as refineries, as well as products, services, and small systems that declined 
or stopped placing orders previous year. 

 

Q10:  Refinery is included in the downstream sector? 

A10: Yes. It’s in the downstream side.  

 

Q11: I see that there is an increasing in the number of orders from refineries as downstream sector. Are you 
getting more orders from refineries for equipment, et cetera? 

A11: It is not mean that we received many large projects orders, but we can say that we have received orders 
from basic customers activities. 

 [END] 
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2021 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


