
Presentation 

Tachibana: My name is Tachibana. Thank you for attending Q1 Financial Results Briefing. 

First of all, before I start explaining today's financial summary materials, I would like to first give you 
an overall impression. 

The global healthcare market, with the exception of a few countries, such as China, is entering a 
post-COVID-19 stage, moving toward recovery from the effects of the pandemic and toward further 
development of healthcare systems. 

On the other hand, as you know, the world is moving in a big way in terms of the global economic 
environment and geopolitics, and while there are negative factors, there are also moves to mitigate 
the situation. Although the external environment is changing rapidly in the immediate future, the 
healthcare market is an area that will grow over the medium to long term, and we intend to strike a 
balance between working firmly toward the future and demonstrating the flexibility to respond 
appropriately to changes in the environment. 

Our Q1 results in such an environment are affected by the particular factors that are happening in the 
world today. In particular, the impact of the lockdown in China and high global prices and labor costs 
are two major special factors that are temporary headwinds, but otherwise the situation is positive. 

I will now explain in line with the materials. Please see the table of contents. I will explain in this order. 

Please look at page five. This is a summary of Q1 results. 

Sales were JPY86.02 billion, up 8.4% YoY, and operating profit was JPY11.05 billion, down 25.3% 
YoY. Quarterly profit was JPY8.03 billion, down 18.2%. 
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Although the lockdown in China had a significant negative impact on net sales, all other regions 
performed well, offsetting the China portion and resulting in higher sales. 

Operating profit decreased compared with the same period last year due to two major factors: an 
increase in SG&A and R&D expenses and a higher cost-of-sales ratio. 

The increase in SG&A and R&D expenses is due to numerous initiatives for the future, including 
enabling direct sales, new product development, activities to obtain regulatory approval, R&D for new 
value creation, and digitalization, all of which we are working to steadily advance. 

Although the increase in SG&A expenses due to the recovery of activities curtailed by COVID-19 had 
been anticipated, soaring labor costs and higher prices in Europe and the U.S. were higher than 
expected and are working to push up SG&A expenses. Foreign exchange rates are also having an 
effect. Despite these factors, overall SG&A and R&D expenses were kept within plan. 

The cost-of-sales ratio increased as a result of a temporary drop in demand due to the lockdown in 
China and other factors, which led to a decline in output and lower capacity utilization, and the inability 
to absorb the sharp rise in raw material prices. Also, operating profit declined due to factors including 
higher transportation and labor costs. 

The exchange rates, shown in the lower right-hand corner, were a positive factor in terms of sales 
and profit, as the yen depreciated from the previous year against all currencies, but the positive impact 
in Q1 was smaller than the degree of responsiveness to exchange rates in the fiscal year plan. If the 
yen continues to weaken by the same degree in the future, the positive impact of foreign exchange 
rates will increase from Q2 onward, toward the end of the fiscal year. 

Please see page six. This shows factors behind the increase & decrease in sales (by region and by 
product). 

Only China shows a decrease in revenue, which will be explained on a later page. 
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The Americas is doing well due to the partnership with Siemens Healthineers in the urinalysis field in 
North America last year. In Latin America, the effect of the change in the sales structure in Brazil last 
year was seen immediately after the start of the current fiscal year. 

The growth rate in EMEA is low, but this is because last fiscal year was strong due to the acquisition 
of large projects. Although the growth rate appears low in comparison, it is strong except for this point. 

In the Asia Pacific, reagent sales are increasing due to recovery in demand for testing, and in addition, 
sales in India continue to be strong, as in the previous fiscal year. Southeast Asia, including Indonesia 
and Thailand, and Australia also performed well, with the highest, double-digit growth of all regions. 

In Japan, sales of COVID-19-related tests declined, but the blood coagulation and immunology fields 
are doing well, and with the addition of sales from the medical robotics business, sales increased 6% 
from the same period last year. 

Next is page seven. This shows sales by business. 

The China region was a major influence, with weak performance in the hematology and urinalysis 
fields. As for life sciences, the decrease in COVID-related tests, as noted in the lower left-hand corner, 
led to a decrease in profit. The medical robot business posted sales of JPY500 million. Three new 
hinotori units were installed in Q1, bringing the total number of hinotori units installed to 21. 
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Please go to page eight. Let me explain the situation in China. 

We continue to expect growth in China over the medium to long term, but it has slowed temporarily 
due to the COVID-19 lockdown and other factors. 

The graph on the upper left shows Shanghai's hematology testing trends since January of this year. 

Due to the lockdown that began at the end of March, the number of tests fell by up to about 80% in 
April, and then recovered in about two months. Since there seems to be a series of lockdowns, large 
and small, throughout China, similar to the one in Shanghai, we estimate that the overall number of 
hematology tests in China as a whole declined by about 20% for Q1 as a whole. As a result, we 
estimate that we lost about JPY3 billion in Q1 reagent sales. However, based on the recent trend in 
the number of tests, we expect a recovery from Q2 onward. 

Please see the table on the lower left. 

These are results from our own study of the status of the hematology market in 2021, which was 
carried out by a third-party research firm and reported to us last month. While annual instruments 
installations in 2021, including those of other companies, were down 6% to 7% YoY, at Tier 3, our 
cumulative installations at hospitals increased by about 3%. That therefore shows that our users are 
not being taken by other companies. The hematology market growth rate in 2021, shown in the 
bottom row, was about 16% YoY, partly due to increased reagent sales following the recovery from 
COVID. The market growth rate is expected to be about 3% to 4% from 2021 to 2023. 

In addition to the budgetary constraints caused by the sluggish Chinese economy, the re-spread of 
COVID infections appears to have caused the government budget to be allocated to infection control 
on a priority basis, and we estimate the impact of this on our instruments sales in Q1 to be JPY1.5 
billion. In addition, since we believe that the government procurement policy favoring local Chinese 
companies will continue for the time being, we are expanding the number of locally produced items. 
We have already obtained approval for the Automated Hematology Slide Preparation Unit SP-50, 
and in H2, we will also begin selling a large-scale system made in China that combines a 
transportation system and the SP-50 with the locally manufactured XN, which is already on the market. 
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Please see page nine. Factors contributing to increase & decrease in operating profit. 

The main reasons for the decrease in profit were a deterioration in the cost ratio and a decrease in 
gross profit due to lower sales. The cost ratio deteriorated by 2.5 percentage points due to lower 
output, higher raw material and transportation costs, and higher service costs due to higher prices 
and labor costs as a result of the China lockdown, despite an improvement due to an increase in the 
reagent composition ratio. 

Selling, general and administrative expenses are expected to increase in line with the planned 
increase due to the resumption of activities after their restriction by COVID-19, and investments in 
digitalization and strengthening of the direct sales system are also on track. On the other hand, 
although there is an impact from the yen's depreciation, as well as from soaring labor costs in Europe 
and other regions, overall SG&A expenses have been kept within the original plan. R&D expenses 
increased due in part to continued investment in new products and increased expenses for global 
regulatory filing activities. 

The following pages explain our initiatives for future growth. 
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Please go to page 11. These are the initiatives for each region in the fiscal year ending March 31, 
2023. 

In the Americas, initiatives include the urinalysis field in North America, and the BT-50 in hematology 
field, which I will explain later. And we anticipate growth in Brazil. 

In the EMEA we expect to expand business in countries that have recently converted to direct sales. 

In China, the switch to a new distributor in Shanghai has already been completed, which was an issue 
last fiscal year. We believe that the lockdown in China as a whole is coming to an end and that 
conventional growth can be expected. We are also expanding the number of items produced locally. 

In AP, we see India, with its population of 1.3 billion people, as a major market in the medium to long 
term, and we are running a project focused on India. As one of these measures, we are considering 
the establishment of a new plant to strengthen our production system in India. 

Activity in Japan will increase due to sales of XR=Series in hematology field and surgical robot 
systems, among other products. 
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Please see page 12. Evolution of the hematology XR-Series. 

While scheduled times for the introduction to overseas regions of the XR-Series that went on sale in 
Japan last year are as shown, the world's first automated quality control module BT-50, which was 
introduced in Japan in Q1 of this year, will be introduced in the Americas as an additional module to 
the XN-Series, without waiting for the introduction of XR, to provide new added value. It was already 
presented last week at the AACC exhibition in Chicago and has generated a great deal of interest. 

Please see the following page, page 13. 
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The expansion of use in medical practice of surgical robot systems is awaiting approval. 

For Alzheimer's testing, the completion of the self-declaration of the European IVD Directive is a new 
development. 

The third point shown here is a product developed by Astrego, a Swedish company, that is a 
revolutionary testing system for drug resistance testing for urinary tract infections, which enables 
testing in less than an hour, instead of the several days required in the past. Below right is a photo of 
the device and its cartridge. We have high expectations for this system as it will contribute to the 
antimicrobial resistance (AMR) measures, which are considered a very important global issue. 

 

Please see page 14. 

Regarding our approach to digital transformation, we are working on internal DX and DX for 
customers. 

In-house DX is in the process of revamping almost all systems for the entire Group, with individual 
systems for human resource management, purchasing, production, CRM, etc. already in operation, 
and ERP, the core system, having begun operation in the AP region last month. We will gradually 
expand the service to other regions in the future. We will standardize operations and provide 
seamless information to significantly raise the operational efficiency and management level of the 
entire Group. 

In DX for customers, we introduced a new quality control system, Caresphere XQC, last fiscal year, 
which is progressing well. And in conjunction with the introduction of XR, we introduced a remote 
training system, Caresphere Academy, which allows us to provide the latest training using avatars in 
a very efficient way remotely. 
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Finally, here are our full-year forecasts. Please see page 16. 

There are no changes from what was announced in May for both H1 and the full year. Although the 
environment is challenging due to global inflation and the lockdown in China, we are seeing favorable 
conditions in all regions except China, and in China, we expect economic conditions to move in the 
direction of recovery, including the easing of the lockdown. 

In terms of sales, although there is nothing we can do about the demand already lost due to the 
lockdown in China and other factors, we will make up for it with a number of positive factors in other 
regions, and we will minimize the impact by taking what measures we can, such as adding items 
produced locally in China. 

As for operating profit, we expect that the cost of raw materials, transportation costs, and labor costs 
will continue to rise for the time being, but we intend to improve the cost-of-sales ratio by increasing 
production amid recovery of the Chinese market. We will also continue to make steady investments 
for the future and firmly control SG&A costs in order to come as close as possible to our operating 
profit goal. We will continue to ensure that we pursue opportunities in the healthcare market. 

This concludes the explanation. 
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