Presentation
Ietsugu: Good morning ladies and gentlemen, I am Ietsugu of Sysmex. Thank you for gathering today. It’s time
to begin SYSMEX CORPORATION Financial Results Briefing for the Fiscal Year Ended March 2020. I would like
to explain the summary of the results, earnings estimates, and our efforts to combat novel coronavirus
infection.

As seen here, the impact of novel coronavirus infection is relatively limited in the fiscal year ended March
2020. Although the sales of devices in some regions like China increased, overall, due to lockdown, especially
people with chronic disease couldn’t go to hospitals. As a consequence, the number of tests were reduced.
In China, lockdown started from around middle of January and, in Europe and the US it started from middle
of March. Emerging countries may follow later.

This is an overview of the results. First, we look at YoY results. In terms of net sales, as stated here, it increased
by 2.9% with over JPY300 billion sales.
However, operating income decreased by about 10% and net income decreased by about 15%.
These negative figures were partly due to exchange rates, but especially in Q4, due to the outbreak of
coronaviruses. Against this backdrop, I am aware of the situation in which the results are not very favorable.
The impact of exchange rates, as shown here, is JPY11.82 billion for sales and JPY5.28 billion for operating
profit. As shown on the bottom left, a strong Japanese Yen trend has progressed.
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This data compares to the plan. At the end of Q2 in the last year, we made modifications on our plan, but
even with the revision, the sales were not as high as 97.4% to the plan. It was JPY301.98 billion to JPY310
billion.
Also, we could not achieve the operating income plan by about 8% and the net income plan by 10%. I will
explain these later about each region. Anyway, as the situation became quite severe in Q4, we could not
achieve the plan, and the profitability was a little declined, as we can see in SG&A.
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These data show sales increase and decrease, by region. As marked, see the data on a local currency basis.
The increase in America was 2.8%, which is not ideal. 8.4% in EMEA, 8.4% in China, 11% in AP and 6% in Japan.
We traditionally made double‐digits growth in China, but the result was less than 10% due to the severe
market situation including coronaviruses in Q4.
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This slide shows the results by business and product. Compared to the previous year on a Japanese Yen basis.
Biochemistry and FCM, although their proportion is very small in the whole, could not achieve the same levels
as the previous year. But others performed better although the growth is still small. YoY was 6.9% increase
overall.
By product, device increased by 2.1%. As we have seen here, reagent increased by 7.3% on the previous year
rate although we anticipated double‐digit growth.
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In terms of increase and decreases in operating income, the cost rate gets worse, as is true here, among
exchange rates and a deterioration in cost.
Although four points including device procurement are picked here, basically, how we improve this situation
without many new products is the key. We are currently developing new products at a rapid pace and we
believe that is the most basic way to improve the cost rate although each region faces different circumstances,
but that is the situation.
Concerning SG&A, it is increasing as we invest in some regions. Especially, since there is considerable focus
on services, there is a slight increase in the use of these services.
In addition, research and development costs are managed as planned. As I mentioned earlier, the impact of
exchange rates on operating income was JPY5.28 billion.
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This is the consolidated financial status. Current Asset itself increased by JPY10 billion, and non‐current asset
increased by about JPY30 billion. Regarding these, I don't think big problem exists.

6

This is our cashflow. It is somewhat difficult to understand because we released the leasing asset in advance
following the application of IFRS16. I think we can explain it later in details, but we need to see here about
JPY5.5 billion increase indicated in the cash deposit on the right.
Before the previous period, we invested in bio‐diagnostics bases, which had a significant impact on our
cashflow. However, it didn’t affect much in the previous period.
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Here are topics. As I have said several times, we have been engaged to direct sales in India since April last year
instead of using agencies. In the past, it was handled by our distributor. As a result, we acquired several large‐
scale projects. Our distributor didn't do much high‐end projects. In that sense, I think our business in India is
steadily growing.
Secondly, we received an order in the field of hematology from a large testing center in US. They are not a
new customer. They placed an order for replacement.
And Brazil. Although we have been working in Latin America with distributor, we decided and started to
change operation in the Middle and Low end market.
Then, we invested in a Swedish company specialized in urinary tract infection.
Concerning life sciences, namely cancer genome business, we started it in June last year, and it will take some
time for us to operate in full scale. I think it will get on track in this fiscal year.
For liquid biopsy on RAS genetic change in colorectal cancers, we have received marketing approval, but it has
not yet covered by insurance. We expect it will be approved in June, this year.
On the other hand, OSNA to diagnose lymph‐node metastases from breast cancer obtained an approval in
China. We plan to start its marketing from this fiscal year although the outbreak of coronavirus may disturb
it. Nonetheless, we see big potential in Chinese market with a very large population and a large number of
patients as a matter of course.
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Then, we had received approval in Japan for BGI’s coronavirus testing kit in March, and we start supplying it
to our clients.
We also launched a new human resource management system internally.

Let see by region. In the American market, the sales increased by only 2.8% on a local currency basis. As we
see here, the hemostasis and urinalysis and Latin American market decreased sales and profit.
Regarding hematology, naturally, sales of reagents increased, but on the other hand, in the US, delivery of
instruments slowed down, particularly in Q4. This was related to the outbreak of coronaviruses and it was
said that they could not be transported.
Then, an attempt of new WAM (Work Area Manager) provision delayed the sales. The US order situation is
likely to be considerably stronger.
At any rate, in the US market, as explained here, we need to receive an approval from FDA for urine qualitative
testing and we are currently working on it.
Also, to the major commercial laboratory that I mentioned earlier, we delivered the next generation, XN. They
were testing with XE before.
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This is EMEA. The sales increased by 8.4% on the local currency basis. Basically, we have been able to develop
this business in a good form. Also, our urinalysis business grew in the area of direct sales.
However, due to lockdown in Q4, particularly in March, in each country, the situation in Europe gets quite
severe, so it may stop this trend. Until Q3, I think it had been developed in a fairly good way, but in any case,
our ability to penetrate and then our business models show that our hematology business will steadily gain
market shares, and the consumption of reagents will steadily progress. However, partly, due to the COVID,
the number is being restrained a little.
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Let’s see China. Regarding the Chinese market, the sales increased by 10% on the local currency basis every
year. However, see Q4 in particular. The coronavirus spread from Wuhan in mid‐January. The situation got
severe and the country was on lockdown.
As introduced on TV, large hospitals were built. We delivered our devices to there, however, of course, the
cost rate was not favorable for us under such circumstances.
Also, the number of testing for the general public was reduced by lockdown, in Q4. As a result, we could not
make double‐digit growth.
However, as I said earlier, OSNA, a system for breast cancer lymph‐node has obtained a regulatory approval.
We would like to focus on the development in this area in particular during this fiscal year.
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This is Asia Pacific market. The sales increased by 7.6% on Japanese Yen basis. There are a lot of local
currencies, and the overall sales without exchange rate fluctuation impact increased by 11%, which means
double‐digit growth.
Each region has its own uniqueness. Indonesia has a lack of financial resources in its national health insurance
system for all citizens, while for the outbreak of dengue fever, hematology reagents were consumed
considerably.
In this region, the impact of COVID‐19 may appear later. But part of India is on lockdown and the production
of reagents was tentatively stopped. I heard that that situation has been improved.
In any case, this market can be expected as our next growth driver.
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This is Japan. The sales increased by 6% on JPY basis. In the past, we were struggling. But in the previous
period, the sales of instruments was steadily improved thanks to large hospitals newly built or reconstructed
for the Olympics Games, and installation of new systems to several hospitals. We made double‐digit growth
for the first time in many years.
In Japan, we need to see the impact of COVID‐19. Again, the number of tests especially for people with chronic
diseases has already decreased here.
Also, we started our business of imported PCR kit.
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Concerning dividends, the distribution will be as scheduled, JPY36 for the end of the period and JPY72 through
the fiscal year. Our bottom line was somewhat not good, the dividend payout ratio is 43.1%. As we have
increased dividends for over 18 consecutive years, we will continue to do so with our managerial willingness.
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I would like to share how we estimate earnings.
Our earnings estimates for fiscal is depending on how the coronavirus globally spreads, and this is also true
for a considerable number of other companies. Currently, the number of tests performed for general patients
is decreasing in all over the world. In that sense, we have already seen a slight negative impact. However, it is
hard for us to foresee how it will progress at this moment.
On the other hand, some countries in Europe as well as US may ease lockdown restrictions. We want to see
how it goes on. Also, we are concerned about the second wave. These points make our forecast difficult. If
possible, we would like to make some predictions at the end of Q1.
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Concerning impacts of novel coronavirus infection, we prepared this slide based on the current business
performance and information by region. The outbreak first started in China. US. and Europe started dealing
with it from middle to end of March. In Japan, in that sense, we saw some of the effects in general.
As you can see here, we estimate a decline by about 15% in total in Q1, particularly Americas, Europe and
China may be affected. In Q2, we estimate some recovery. In general, revenue will drop by about 10% to 15%
in Q1 and it may slightly decrease compared with the same period in the previous year in Q2 as we can already
see some recovery in China today. This is our current outlook.
The second wave is not yet considered. So, I would like to present our earnings estimates when we are able
to properly take into account these factors as I mentioned earlier.
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Here are our efforts to combat novel coronavirus infection. For this COVID‐19, we have conducted global
projects. Not surprisingly, hematology test is very important because it is a fundamental test. Any patients
including COVID‐19 patients need hematology test. So, it is important to ensure product supply.
Our factory to manufacture instruments is located in Japan. Our overseas reagent factories are now on a full‐
scale operation. Above all, the most important is service and support. We have improved and enhanced online
support. And of course, our service staff members are keep providing services for our clients, with taking care
of self‐protection.
For our employees, we need to maintain employment, without any doubt. Also, we have considered how we
can offer safe and productive working environments for them, including remote work from home.
And there is no particular problem with our financial situation.
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Regarding our main business, we propose new testing flow at the first medical examination to address the
infectious diseases. Antigen and antibody tests are performed at first. Then, perform PCR if necessary.
Concerning the antigen test where nasopharyngeal swab is soaked in our special solution for HISCL, the assay
system is now established.
In terms of the antibody test using blood, which is our own expertise, the assay system has been also
completed and is waiting for clinical evaluations. Recently, approvals for this type of products tend to be
given quicker. So, it is probable that this is the case. Basically, we will use HISCL for this.
This method is highly sensitive, and the sensitivity is considerably higher than that of immunochromatography
method which currently distributed in the market, and it possibly performs a similar role as PCR. We are
working on it.

About PCR kit made by BGI, we have procured them quickly and we are receiving orders from our clients.
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Another effort is for the time of treatment. I think this is very important. Predicting severity in early stage of
treatment is of utmost importance. Then, treatment monitoring follows.
The coronavirus patients sometimes suddenly get worse. When so‐called cytokine storm occurs, they become
abruptly worse and may die in the worst case. It is important to know how we can manage the process of such
things.
We think treatment monitoring can be done with hematology test and D‐dimer to see blood clotting and its
status. Also, immune tests including the antibody testing and our cytokine panel which has been completed
but has to go through approval will be used. This test will help prevent severity of the disease. I think it is very
important and we will focus on it.
In any case, since this is conducted with our immune assay platform instrument HISCL, we hope it could be
used at hospitals.
However, HISCL is currently distributed mainly in Japanese and Asian regions and not yet been promoted in
Europe and US. But we will address this in the future.
That's all from myside. Thank you for your attention.
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