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Presentation 

 

 

Nakajima: This is Nakajima, Vice President of Accounting & Treasury Headquarters. I will now explain the key 

points of the results for Q1, which has just ended. 

Your handout, page 4, contains the key points of this issue. We will explain this content on the next and 
following pages. 
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Page 5 is summary of financial results. 

Orders received totaled JPY138.3 billion, almost the same level as the previous year, excluding the impact of 
foreign exchange rates. Net sales were JPY118.6 billion, a YoY significant increase of JPY21.8 billion, or 23.2%, 
excluding the impact of foreign exchange rates. 

The first quarter of last year was the bottom of net sales due to a decline in orders and the impact of COVID-
19, such as parts shortage. The growth rate in the first quarter was extremely high compared to the previous 
year, as sales are gradually increasing from the low point – the first quarter of last year, partly due to 
improvements in the procurement environment.  

Operating income was JPY13.1 billion, a YoY increase of JPY11.7 billion. And net income was JPY24.7 billion, a 
YoY increase of JPY23.4 billion, due to the improvement in operating income and the recording of JPY16.5 
billion in gains from the sale of large investment security. 
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Page 6 is our analysis of changes in operating income. 

Operating income increased by JPY1.4 billion from JPY10.6 billion in the first quarter of FY22, excluding the 

impact of foreign exchange. In addition to an increase in gross profit of JPY9.2 billion due to higher sales, an 

improvement in gross margin of JPY4.5 billion made a significant contribution.  

As for gross margin, the improvement in gross profit of products was JPY1.8 billion. This was mainly due to a 

reduction in the fixed cost ratio due to increased production capacity utilization rate to digest the abundant 

order backlog.  

The gross margin of projects improved slightly in the first quarter of FY23 due to a lower provision for 

construction losses.  

Next, SG&A expenses. Net SG&A expenses increased by JPY2.3 billion, excluding the change in the 

compensation system shown separately. Factors contributing to the increase were the effect of the gradual 

increase in activity expenses in FY22 related to order-taking activities and the increase in goodwill 

amortization expenses associated with the acquisition in FY22, etc. However, as I mentioned earlier, this is 

the result of an increase throughout the last fiscal year, so I would like to state that the baseline for 

expenses is not increasing at this time.  
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Page 7 shows orders, sales, and operating profit by segment. 

First, for the control segment in blue color. Orders increased by JPY5.8 billion, or 2.0%, excluding foreign 

exchange rate, and sales increased by JPY22 billion, or 21.9%, excluding foreign exchange rate.  Operating 

income increased by JPY10.4 billion. I will skip the details because it is almost the same as I explained earlier. 

Next, for the Measuring Instruments segment in yellow. Orders received decreased by JPY1.4 billion, or 

19.1%, excluding foreign exchange rate. This was a reaction to the extremely high level of orders in the first 

half of FY22. Since the second half of FY22, orders have been stable due to the saturation of demand, and 

this adjustment phase has continued. Compared to the second half of FY22, the order level has mostly 

stayed the same. Sales increased by JPY2.5 billion, or 47.9%, excluding foreign exchange rate. In the 

Measuring Instruments segment, production has been recovering due to a gradual improvement in the parts 

procurement environment and our efforts to address this situation, such as design changes, etc.  In addition, 

this high growth rate is due to the recovery, which includes the impact of last year's decline in sales caused 

by the Shanghai lockdown. 

Finally, for the New Businesses and Others segment in green, there are no significant change from the 
previous year. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
6 

 

 

Page 8 shows orders and sales by region in the control segment. 

The regions where orders are strong are listed in this material, but India shows a particularly high growth rate. 
As a market expected to continue to grow on its basic demand, investment in oil and raw material remains 
active. Lower price crude oil from Russia provides a tailwind for investment. The US and ASEAN are also 
experiencing high growth.  

On the other hand, China, and Japan, which are marked negative this time, are affected by the timing of price 
increases. In Japan, prices have been raised again since this April, and due to this relationship, orders were 
placed in a rush until March, and this has decreased due to a backlash. In China, prices were raised in July last 
year, and I would like you to understand that the first quarter of FY22 was negative due to the impact of 
orders that were boosted by rush orders. 
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Page 9 shows orders and sales by control subsegment. 

The Energy & Sustainability, in blue green at the bottom of the chart, increased JPY7.9 billion, or 10.6%, 
excluding foreign exchange rate. By industry, Downstream was up an extreme 41% YoY excluding foreign 
exchange, due to large project orders. 

The Materials in purple decreased of JPY5.7 billion, or 11.9%, excluding the impact of foreign exchange rate. 
Sales in the chemical industry decreased by 6% excluding foreign exchange, while sales in the steel and battery 
industries also decreased. This decrease reflects the impact of the adjustment of supply and demand for 
electronic components and the slowdown in related investment, such as the resin and raw material industries, 
etc., In addition, this decrease includes a response to the surge in demand for recovery from the COVID-19 
pandemic in the first quarter of FY22. 

Lastly, the Life in orange increased YoY by JPY3.6 billion, or 25.5% excluding foreign exchange rates. Food, 
medicine, and water are all strong. 

The sales on the right side are showing in the figures late for the order, so I would like to skip explaining 

them individually. 
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Page 10 is trends by industry, which we have been disclosing.  This time, we are breaking down the industries 
that we have been summarizing as “Others” into “Other by each segment”. This includes foreign exchange, 
but you can check the quarterly trend here. 

To add a little, the Energy & Sustainability that I explained earlier is a YoY high increase of 10.6%, but it was 

greatly affected by the timing of the recording of a large project order. In terms of the actual business 

situation, we believe that the average volume in the fourth quarter of FY22 and this first quarter represents 

the actual situation. 

Also, regarding the Materials in purple, as I mentioned earlier, this graph shows that the first quarter of last 

year was quite high. 
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Next, on page 11 and after, are slides related to the FY23 forecast. 

We have not revised any of our foreign exchange assumptions, forecast figures, or forecast by segment at 
this time, so I will skip this explanation. 

 

This concludes my presentation. 
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Question & Answer 

 

[Q]: As for the breakdown of the improvement of gross margin JPY4.5 billion, you mentioned there were the 
product gross margin improvement of JPY1.8 billion and the project gross margin improvement of JPY300 
million. Please explain the breakdown of the remaining improvement factors of JPY2.4 billion. Please also tell 
me about the sustainability after the second quarter. 

[A]: The improvement of gross margin is more about how we improve the cost side and does not include the 
effect of price increase. The effect of the price increase was about JPY2 billion, of which more than JPY1 billion 
came from the improvement of gross margin and less than JPY1 billion came from the increase in gross profit 
from higher sales. Other items for improvement of gross margin, there were the productivity improvement 
measures that we have been promoting. However, the amounts in each case are small. 

As for sustainability, the gross margin for the first quarter of last year had really worsened more than usual. 
The improvement of gross margin JPY4.5 billion for this quarter is an improvement from that lower level, so 
the improvement will gradually decrease over the second half of this fiscal year. This does not mean that the 
gross margin for this fiscal year will deteriorate but that the gross margin for the previous year has gradually 
improved toward the end of the fiscal year, so that the improvement will be more negligible. 

Regarding the section on project gross profit, the provision for construction losses was small this time. 
However, there is a possibility that projects that we want to take on strategically may occur even if we record 
construction losses in the future. Therefore, there is a possibility that this will appear as a negative factor 
compared to the previous year depending on the timing. 

 

[Q]: In the FY23 forecast, you said that the effect of the price increase would be JPY3 billion in terms of the 
improvement of gross margin and JPY5 billion total if the increase in sales is included. Please explain if this 
aligns with your initial forecast for the year based on the results of the first quarter. 

[A]: Current progress is in line with the initial forecast. In the first quarter of last year, there was almost no 
effect on the price increase, so the range of improvement over last year was large. However, last year, the 
effect of the price increase gradually appeared toward the end of the fiscal year, so we expect the effect of 
the price increase to diminish in the future. 

 

[Q]: Let me check if there is any change in your perception of the business environment or the environment 
for orders compared to three months ago. I believe that orders for the current fiscal year were expected to 
decrease due to the completion of a round of large projects and macroeconomic uncertainties such as 
demand from the chemical industry, but after a lull in orders in the fourth quarter of last year, orders for the 
first quarter of the current fiscal year are once again at record high levels on a quarterly basis, so it appears 
that the situation is not as bad as feared. Can you give me some background on the strength of the orders 
and whether there has been any change for your perception of the business environment, compared to three 
months ago?  

[A]: Regarding the Energy & Sustainability business, the basic view that the surge in large orders following the 
ending of the COVID-19 pandemic may be coming to end has not changed. In the first quarter of the current 
fiscal year, I would like you to consider that there was also an impact of the large orders delay. As for the large 
orders in the future, the market environment is not a bad situation due to stable energy prices, and there is a 
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pipeline, but we expect that the bulk of those will not be recorded in FY23. However, we are seeing some 
buoyancy in OPEX. 

As we had said that the Materials business would be difficult in H1, we believe that it will take a little more 
time for investment to recover. The Energy & Sustainability business and the increased risk of the Materials 
business may offset each other in reality. We have yet to factor additional risks into our figures, and we are 
not sure if they will materialize, but we are considering the risk of a slowdown in the Chinese economy 
affecting a wide range of industries. However, this has yet to be seen, and we are not revising our forecast.  

 

[Q]: Could you give me a Comment on the level of orders, sales, and operating income for the first quarter 
against your internal forecast? 

[A]: Orders and sales were slightly above the internal forecast. On the other hand, the gross margin was 
slightly below the internal forecast. SG&A expenses were almost in line with the plan. As a result, operating 
profit also slightly exceeded the plan, which was not a surprise to us overall. 

 

[Q]: Based on the results of the first quarter, there seems to be an element of upward movement from the 
forecast, but you did not revise the full year forecast at this time. Could you give me the background? Also, 
the orders in the first quarter were strong, do you see a continuation of the strong orders in the future? 

[A]: To put it simply, the reason why we did not revise our forecast is that we are not yet at the stage where 
we can foresee the situation for the full year. Since only three months have passed, and as I mentioned earlier, 
there is still the risk of an economic slowdown in China and other factors, we have decided not to revise our 
forecast. 

Even if these risks don't materialize, orders in the first quarter were only slightly above our internal plan, and 
the contribution from the orders of large projects in the Energy & Sustainability business is not large because 
it takes a long time to convert sales. Therefore, we are not in a situation where we can expect it to be an 
additional factor for the current fiscal year plan. 

On the other hand, production is more stable than expected. We expect to be able to slightly increase sales 
by eliminating the backlog of orders. However, we are still slightly short of our gross margin plan. Also, there 
is a possibility of recording a reserve for construction losses by strategically going to collect orders in the 
future. Therefore, we have decided that it would be appropriate to leave the figures unchanged. 

 

[Q]: Please tell me about the contents and scale of the large projects. Also, looking at small projects on page 
22 of briefing materials, the result in the first quarter was almost flat compared to the fourth quarter of the 
previous year. Please also tell me about the outlook. 

[A]: Mainly in the Energy & Sustainability business ratio was high. For the small projects, the fluctuation from 
the first quarter of the previous year to the current quarter was generally less than JPY2 billion, excluding the 
impact of foreign exchange, and we believe that the market for small projects will remain firm in the future.  
The customers continue to operate at high levels due to stable energy prices and the changing area of energy 
providers due to protracted problems in Russia and Ukraine, so the environment for OPEX is solid,  
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[Q]: Regarding the control segment order trend by project size on page 22 of briefing materials, you 
mentioned that OPEX are supporting the increase in orders, but looking at this graph, OPEX has remained 
almost flat, so I feel there is a bit of a gap between the comments we have heard about this and the trend in 
these orders. Do you feel that the number of OPEX will increase in the future? If you have any specific 
measures, please let me know. 

[A]: You may think that there has been no growth from the first quarter of the previous year Regarding OPEX, 
the impact that customers refrained investment for non-urgent items because of COVID-19 had been included 
from FY20 to the first half of FY22. Excluding these factors, we feel that there is a steady growth trend. 

Although it is difficult to explain individual measures one by one while we have implemented many measures, 
we are steadily continuing our activities one by one for service contracts, for example. In addition, we are also 
working to expand the range of industries in overseas sales. 

 

[Q]: Regarding the gross margin, you said it was slightly less than your internal forecast, can you give me any 
more detailed breakdown? 

[A]: In terms of specific elements, there was no major underachievement. From the perspective of product 
and project, we wanted to make a little more profit on the project perspective. However, the gross margin, 
especially in a three-month period, varies considerably depending on which projects are sold and at what 
timing. Therefore, we do not necessarily see the underachievement as a result of any particular factor. 

 

[Q]: In the improvement of gross margin, I think that the procurement cost is included, how does this compare 
to the same period last year? 

[A]: Regarding the procurement cost, which is included in the improvement of gross margin JPY1.8 billion 
figures, in terms of the YoY comparison, it had not completely bottomed out in the first quarter of last year, 
so it is included as a slight negative factor. The main contents of the increase in procurement costs were the 
cost of purchasing products at the market spot price and increasing the list price of regular purchases, which 
are aggravating factors of several hundred million. 

Compared to the situation in each quarter of last year, where the situation gradually worsened, market-
distributed products have become considerably easier to obtain and more affordable, which is a considerable 
improvement compared to the situation in the fourth quarter. 

 

[Q]: Can I understand that the main reason for the YoY increase in sales was that the parts procurement 
process has improved? 

[A]: In terms of the procurement, there is no longer the risk of delivery delays for resale items from the project 
side, not necessarily for product parts. However, this is not so large impact. 

 

[Q]: You received large projects in the first quarter, could you tell me the region and the industry? 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
15 

 

[A]: In terms of the industry, the performance of the Energy & Sustainability business was quite strong 
compared to the first quarter or fourth quarter of last year. Many regions secured large projects, for example, 
Southeast Asia, China, and India. 

[Q]: About the orders in the Energy & Sustainability business, the figures in the first quarter increased YoY by 
about JPY8 billion. This is not to say that you received large projects ranging from 3 billion yen to 4 billion yen 
in 1 case, for example, but that you received orders for large projects (300 million yen or more) ranging from 
several hundred million yen in several regions? 

[A]: Yes, that's right. In terms of the Energy & Sustainability business, calculating with an exchange rate of 
JPY130 (forecast rate), the figures for large projects were more than JPY6 billion, which was an increase from 
last year. The increase was mainly in the downstream industry. 

 

[END] 

______________ 

  



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
16 

 

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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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. 
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