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Presentation 
 

 

Nakajima: This is Nakajima, Vice President of Accounting & Treasury Headquarters.  

I would like to give a brief explanation of the 1Q financial results. 

Please refer to page four. This page shows key points of the financial results. I will explain the details on the 
following pages. 
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Page 5 is a summary of the financial results. 

Orders received were JPY134.3 billion, a significant increase of JPY38.7 billion from the same period of the 
previous year, or 27.6%, excluding the impact of exchange rates.  

Sales were JPY94 billion. Excluding the impact of foreign exchange rates, sales decreased slightly, due in part 
to a drop in production volume caused by parts shortages and the impact of the Shanghai lockdown. Excluding 
the impact of the sale of the Aviation business, sales were almost flat. 

Operating income was JPY1.4 billion, down JPY3.4 billion from the previous year.  

Non-operating income decreased JPY1.6 billion from the previous year to only JPY1.3 billion, mainly due to 
improved foreign exchange gains and losses and reduced in tax expenses.  
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Page 6 shows the analysis of operating income. 

Operating income decreased by JPY5 billion from JPY4.8 billion in Q1 of FY2021, excluding the impact of 
foreign exchange rates. While sales remained flat, the gross margin deteriorated by JPY2.7 billion, and SG&A 
expenses increased by JPY2.6 billion, including the Russia-related allowance. 

The gross profit margin was affected by a provision for loss on construction contracts in the project business 
due to strategic upfront investments in loss-making projects. In the product business, the effect of higher 
selling prices was preceded by a surging price for parts, which led to a decrease in profit. 
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Next, page 7, shows orders, sales, and operating income by segment. 

The first is the Control segment, shown in blue.  

Orders increased by JPY36.6 billion, or 28.6%, excluding the impact of exchange rates. Sales increased by 
JPY8.3 billion. Excluding the impact of exchange rates, sales were mostly flat or slightly increased. Operating 
income decreased by JPY3.8 billion due to the provision for loss on construction contracts in the project 
business I explained earlier and the impact of surging price for parts. 

Next is the Measuring instruments segment, shown in yellow.  

Orders increased by JPY2.1 billion. Excluding the impact of exchange rates, the growth was 21.9%. As was the 
case through Q4 of last year, demand for basic measuring instruments for EV-related investments and optical 
measuring instruments for 5G related investments, and faster data communications has been strong. Sales 
remained flat. Excluding the impact of exchange rates, sales decreased by more than 10%. Operating income 
decreased by JPY400 million due to the sales decline, which was affected by continuing parts shortage. 

Finally, see the New businesses and others segment in green.  

Both orders and sales decreased due to the sale of the aviation equipment business. Operating income 
improved by JPY800 million in total due to the elimination of losses in the aviation equipment business and 
the timing of expense execution in new business. 
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Please move to page 8. Orders and sales by region in the control segment. 

Orders on the left include the impact of exchange rates, but even excluding it, orders in most regions grew at 
a high rate. 

Particularly strong is the Middle East and Africa, where orders have recovered significantly since H2 last year, 
more than doubling in growth, even excluding the impact of exchange rates. 

In Central and South America, orders have grown significantly, including large orders for mining. 

Other regions are also performing well in general, but the growth rate in Europe and CIS is slightly weaker due 
to the impact of the Ukraine-Russian crisis. However, in other regions, including Japan, we were able to secure 
extremely high growth of 20% to 30%, even excluding the impact of exchange rates. 
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Page 9 shows orders by industry in the Control segment. 

The graph on the right shows three industry sub-segments. From the bottom: Energy & Sustainability, 
Materials, and Life. I would like to explain by this segment classification. 

Orders in Energy & Sustainability increased by JPY16 billion from the previous year, or 27.8%, excluding the 
impact of exchange rates.  

Upstream has been recovering since H2 last year and has seen particularly strong growth. Excluding the impact 
of exchange rates, this is a significant increase of 89% over the previous year. 

In renewable energy, although it is impossible to evaluate only the first three months of Q1, the business 
makes a good start, with orders doubling YoY, excluding the impact of exchange rates. 

Since orders recovered in H2 last year, it is difficult to show actual trends by comparing Q1 and Q2. The graph 
for the eight industries on the left shows, the trend from Q1 of the previous year. Please refer to this as well. 

Then, going back to the graph on the right side, the middle one is the Materials sub-segment. Orders received 
increased by JPY19.5 billion over the previous year, and even excluding the impact of exchange rates, orders 
increased by 39.4%. 

Chemicals remained strong both in Japan and outside Japan, with substantial growth of 42.1%, excluding the 
impact of exchange rate, and, as explained earlier, orders for mining in South America also contributed to the 
increase in Materials. 

Finally, Life sub-segment. Order increased by JPY1.2 billion. Excluding the impact of exchange rates, growth 
was 2.7%. 

As for the first three months of the first quarter, the market environment is favorable, although the trend is 
weak compared to other sub-segments. We will work on building up orders in the future. 
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Please move to page 10. Orders and sales results by Control sub-segment. 

We have newly disclosed net sales this time. As orders are explained on the previous page, I will leave out this 
explanation.  
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Next on page 11 is the forecast for FY22. 

For the current forecast, the assumed exchange rate has been changed from JPY120 to the US dollar at the 
beginning of the year to JPY130 to the US dollar. Since we have only just finished the first three months of Q1, 
we have not revised the forecast from the one at the beginning of the year, except for the foreign exchange 
assumption. 
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For the operating income analysis on page 12, by the segment on page 13, and by region on page 14, only the 
foreign exchange assumption has been revised. 
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Finally, page 15.  

From this time, we present forecasts for orders and sales in each of the three industry sub-segments. This is 
what we are presenting from the beginning of the fiscal year, with only the exchange rate change. 

That's all I have to say. Thank you very much.  
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Question & Answer 

 

 [Q]: Please tell us whether the Q1 results for orders, sales, and profit were good or bad compared to the 
internal plan. 

In addition, please give us a supplementary explanation, such as the background of strong orders, compared 
to our expectations.  

On the other hand, profits look pretty bad without the yen's depreciation. Please tell us whether the 
deterioration in gross profit and increase in SG&A expenses in the 1Q is within the expected range or not. 
Also, is there any prospect of recovery from 2Q? 

 [A]: Regarding the evaluation of the 1Q results, Orders were well in excess of our internal plan. 

When we released our financial results and earnings forecast in May, we were quite concerned about the 
Shanghai lockdown and the loss of Russian business due to the Ukraine crisis, but we recovered from that and 
built up our performance with even greater momentum. 

We believe that our strong performance has been supported by our customer’s willingness to invest in the 
strong economic conditions recovering from COVID-19. 

Regarding the Russian issue, There is some positive aspect, Investment in other regions has become more 
active due to the energy shift and awareness of geopolitical risks. 

Currently, we continue strong performance and expect this momentum to continue for some time. 

As for the risks, we are concerned that inflation will cause an economic slowdown. The delay in customers’ 
project schedules due to the tight supply of materials is also a risk. 

As a result of the above factors, orders were quite strong in 1Q, but this time we are only changing the 
exchange rate. 

As for our thoughts on net sales, we are almost in line with our internal plans. 

As for profits, there are a variety of expenses, including strategic costs that were not anticipated at the 
beginning of the year 

As I mentioned earlier, it was expected that higher parts prices preceded the transferring cost on the selling 
prices. Due to the shortage of parts, the lead time from order to sales has been long, so it will take time for 
the selling price increase to take effect. 

On the other hand, we are making steady progress in increasing our selling prices on orders, so we hope to 
recover as planned. 

Regarding the deterioration in the gross margin of the project, it was slightly worse than forecast. 

We hope you understand this was in response to the strong orders volume in 1Q. We intentionally posted 
losses in a way that did not correspond to sales, but we took what we should have taken, even if it was a 
temporary loss, and that has worked. 
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We are also scrutinizing the gross margin on the project order backlog. Although there are some loss-making 
items that we selectively took, but overall the gross margin on the project order backlog is improving, and we 
believe we will be able to recover in the future. 

 [Q]: Is it correct to understand that the increase in SG&A expenses were also within the expected range? 

 [A]: Regarding the increase in SG&A expenses, The Allowance for Russia-related matters is unplanned. It was 
not factored into the forecast. Other than that, there are no major deviations. 

 [Q]: Regarding the annual operating income of JPY41 billion, only JPY 1.4 billion came out in 1Q. Can we 
expect more than JPY10 billion operating profit from this 2Q? How do you envision JPY41 billion in profit for 
each quarter? 

 [A]: It isn’t easy to give a specific amount for each period. SG&A expenses were concentrated in the fourth 
quarter of last year and the year before. There are fluctuations depending on the timing of the execution of 
each expense item.  

Recovery of gross profit margin will be seen in the second half of the fiscal year. 

Transferring costs to selling prices will affect 3Q due to the extension of lead times, as I mentioned earlier. As 
for the project, Orders have been growing Q on Q since last year, and that will contribute to sales for this term. 

 [Q]: Orders and sales in China seem to be strong in 1Q, but at the beginning of the fiscal year, you mentioned 
that the lockdown would impact sales of about JPY3 billion. Please tell us about sales, orders, and production, 
including the actual situation and impact. 

 [A]: First of all, regarding the impact on the sales, as we assumed at the beginning of the year, it was a 
negative factor of approximately JPY3 billion. Although It lasted longer than expected, we were able to keep 
this amount. 

The cost of sales ratio increased due to the resulting deterioration in gross profit and factory utilization ratio.  

In orders received, the Chinese economy was performing well, supported by the market environment. We 
can say that there was almost no impact. 

 [Q]: Is it correct to say that the order was strong enough that the negative factors were not felt as expected? 

 [A]: Yes. 

 [Q]: I assume that high order growth may be driving up your market share. What do you think of our internal 
evaluation? 

 [A]: This is difficult to answer. Our competitors are also affected by the tight supply of parts, and we have 
sensed that they are making different moves in terms of where to attack and where to pull back, depending 
on the region. 

In such a situation, we are taking a step back while our competitors are taking a step forward, and vice versa, 
so it is difficult to say how we are doing as a whole. 

However, considering the strength in the Middle East and the recovery or growth in Japan, we believe that 
the overall situation is not bad and will probably grow. 

 [Q]: I would like to ask you about the order environment. 
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You mentioned that the Russian issue might stimulate investment in energy shift and security. However, 
growth in both chemicals and mining is also high, as is the case with renewable energy, areas other than 
energy and security. What keywords do you think are behind this? 

 [A]: As you say, the energy shift is part of the factor. You're right that it's not enough to explain the overall 
order strength. 

We believe the growth in orders is mainly due to the significant recovery of the global economy after the long 
period of stagnation in COVID-19. the demand is strong, supported by a booming economy. 

In the energy shift, what leads to orders is OPEX jobs from increasing higher operating rates outside of Russia. 

Geopolitical risks have been recognized, so even if relations with Russia improve in the future, they will 
continue to secure the energy they need and spread out risks. Maybe CAPEX will come in the future. 

In addition, there is a shift or diversification outside Russia in areas other than the energy sector. We see such 
inquiries on a case-by-case basis, which are included in the figures for this period. 

 [Q]: There's been a lot of talk of recession lately, and I think there's a little bit of a contradiction between the 
economic rebound you mentioned. How do you see this as a risk? Do you think there will be no problems for 
the time being, or can you please add a comment on customers’ sentiments? 

 [A]: In the earnings forecast, we mentioned the downside risk factors such as surging component prices and 
resale prices. additionally inflation and economic slowdown are becoming strongly recognized. 

In addition, concerns have also arisen that material shortages may cause delays in customers’ projects. We 
recognize such risks. Though we received strong orders in the first quarter, we did not go as far as an upward 
revision. 

 [Q]: You have disclosed your full-year order forecast this time, but based on the 1Q figure, I think the average 
will decrease a little from 2Q to 4Q. Does this mean something? 

 [A]: Three months have just ended, and considering the risks of inflation and an economic slowdown, we 
cannot go into the upward revision based on the 1Q figures. We know that the figures for the remaining nine 
months are a bit weak. We will continue to observe for a while and make revisions as necessary. 

 [Q]: Downstream and Chemicals have received orders back relatively early and were quite strong in 1Q. Are 
there any signs that the return from COVID-19 has saturated and will fall from here?  

 [A]: We're not aware of any signs yet. However, while we are suffering from a shortage of semiconductors, 
There is a strong demand for chemicals for semiconductors. Therefore our customers have invested briskly. 
We are monitoring the situation, but no such signs have emerged. 

 [Q]: How many energy shift projects do you have, and how much potential will emerge in the next two or 
three years? 

 [A]: It is difficult to classify an investment in response to an energy shift, and I am sorry, but I would like to 
refrain from answering about the volume and timing.  

 [Q]: About the figures on page 6, not included in the initial assumptions are JPY400 million for Russia-related 
allowance and JPY1.1 billion for project gross margin deterioration. Is it right? 
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 [A]: Regarding the deterioration in project gross margins, we have few strategic projects, but most were 
unplanned portions based on strong orders, and we regard them as an additional upfront investment. 
However, throughout the year, it will be within a plan to be recovered. 

 [Q]: Understood. Looking only at 1Q, "You didn't expect such a big minus JPY1.1 billion," "However, it was 
aggressive investment under favorable conditions," and "in terms of the year, the amount can be covered by 
all the other effects." 

 [A]: Yes. Our loss-making strategic projects are an aggressive investment. We are aware that our business is 
operating properly, but it has been negatively impacted in profits in advance. 

 [Q]: In that case, Combining the positive effect of foreign exchange with the deterioration in project gross 
profit and the provision for Russia, we can sort out that the profit in 1Q was expected to be about 1 billion 
yen or JPY2 billion according to the internal plan, but is that correct as an image? 

 [A]: Internally, our management approach is to achieve the target by the planned rate without factoring in 
the impact of exchange rate fluctuations or the impact of the yen's depreciation. Regarding our internal 
assessment, we reflected that we couldn’t achieve the plan in 1Q. But just looking at the numbers, we are 
aware that we did not fall far short.  

 [Q]: In terms of project gross margin deterioration by sector, which industries are most often tied to this 
deterioration? 

 [A]: It is from a broad sector; Downstream, Upstream, Chemical, and other industries. 

Regarding the loss of construction, we will be able to recover properly. In our stance, we will continue to 
take what we should take.  

Regarding SG&A expenses, orders have increased so much that we are growing our business by maintaining 
a good balance in executing expenditures. 

 

[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. 
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PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
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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. 
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reserved.  

 

 


