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Ietsugu: Good morning. Ietsugu is speaking and thank you for attending  today’s meeting, a financial 
result briefing of the Q2 of FY2022. 

The contents of the report include a summary of financial results and a forecast for the full year. 

 

Next is a summary. 

It means that we were able to achieve  record sales and quarterly profit. 

Operating profit was flat. Especially in Q1, the impact of the lockdown in China was very significant, 
and we were in a difficult situation.  

In Q2, however, the impact of the lockdown in China eased a little, and on the other hand, due to the 
depreciation of the yen, both sales and income increased in our company where 85% of sales are 
exports to overseas markets.. 

Overall, we believe that we are on the road to recovery. For the full year, we have upwardly revised 
net sales by JPY10 billion and operating profit and net profit by JPY1 billion. 

In any case, the yen is now weakening considerably, and we are seeing some tailwind for us. 



 

Next is a summary of H1 financial results. 

As you can see here, on a yen basis, sales increased 15% to JPY194 billion, and operating income 
was JPY33.1 billion, down JPY100 million from the previous year. 

On the other hand, as you can see here, the yen has weakened considerably, and we are benefiting 
from that. 

As I mentioned earlier, in Q1, especially in China, the situation in China continued to be quite difficult, 
especially in the form of the lockdown in Shanghai and the one that followed.  

On the other hand, as I will explain later, there is also a Buy China Policy, in which Chinese-made 
products are given priority. Such is the current situations. 



 

Next is a comparison between Q1 and Q2. 

Q1 results were very difficult, but as you can see here, sales grew by about 25%. The cost to sales 
ratio and other factors has also improved. The operating profit improved by 7.7 percent point. Q1 was 
tough, and that is where we attribute it to China. 

 

Next is a factor of increase and decrease in sales. The overall increase was JPY25.26 billion. 
Although there were some foreign exchange benefits, overall, I think we were able to make good 
progress. 



As for hemostasis, there was a slight YoY decline, but this was due to COVID-19, which has subsided 
considerably. Regarding hemostasis, there is the D-dimer indicator, which is used to measure the 
worsening of the COVID-19 situation, and there was a considerable increase in the previous period. 
Medical robots are JPY1.26 billion. 

 

Next, sales by region. 

As you can see here, overall, especially if you look at it on a local currency basis, the situation in 
China is a bit difficult. Others have been recovering in one way or another. 

In particular, the Americas and Europe, each of which is affected a little by the problems in Russia 
and Ukraine. 

In any case, overall, we were able to increase revenues. 



 

Next, the Americas. 

In the Americas, North America and Latin America are performing well. In Brazil, until the previous 
year, Roche had been acting as a distributor, but while they are still acting as the distributor for the 
high-end segment, SYSMEX manage distributor directly for the middle- and lower-end segment. In 
that sense, we have achieved a fairly good level of penetration. 

As for urinalysis field, we have asked Siemens to take over the dipstick business , or rather, the 
customer of Siemens has been shifted to us, and the business has been growing steadily. 

  



 

Next, EMEA. 

In EMEA, we have won a large sales contract in Italy, and overall, hematology reagents are 
performing well. As I mentioned earlier, there is some influence from Russia, but other than this matter, 
most of the business went quite well.  

On the local currency basis, the results are decent, though not double-digit range. On the other hand, 
there is also the benefit of foreign exchange, so the yen-based growth has been quite good. 

 

 



 

Next, China. 

There were some very tough situations, especially in Q1 as China was locked down very tightly. 
There were situations where people couldn't get out. There was a situation in which people with 
chronic diseases were not able to take the usual tests. In a sense, the situation was very difficult, and 
reagent sales were affected by the situation. 

On the other hand, there is a Buy China Policy, which favors Chinese-made products. In response to 
this, we have been doing what we call knockdown, in which the products made in Japan are 
reassembled over there and then approved as made in China after obtaining Chinese approval for 
five or six years now. We are prepared to do so, but it is difficult to prepare for all models. Now, it 
means that it is part of hematology. We have not yet done everything, so we are struggling a bit with 
some of the instruments in this area, and then we have also decreased some general reagents 
through lockdowns. 

In any case, Q1 was very tough, but it has eased up a bit since Q2. Xi Jinping is now in his third term. 
We had hoped that the zero-coronavirus policy would be revised, but since it is still in place, we think 
that the situation in China will continue to be a bit difficult. 



 

Next, Asia-Pacific.  

AP is doing very well in the hematology and urinalysis fields, both instruments and reagents, which 
means double-digit revenue growth. We have India, Indonesia, Australia, and Taiwan, and we at 
SYSMEX are determined to expand our business to India in particular.  

We believe that the population is very large, and on the other hand, there is a large number of digital 
human resources, and we believe that growth will be recognized in the future. We intend to focus this 
area. In general, the development is taking place in a very good way. 

As you know, AP is an area with a large population, so China is the largest, followed by India, 
Indonesia, Pakistan, and Bangladesh, which has a population in excess of 100 million. I am very 
much looking forward to the future of SYSMEX, and in this sense, I think we have been able to 
penetrate the market very well. We believe that this is an exciting development that we can look 
forward to even more in the future. 



 

Next, Japan. 

For Japan, sales of reagents increased. We also have a new product called XR, which has been 
launched in Japan but has not yet been launched globally, and we are currently working on the 
procedures for approval. This new-product effect was also a slight factor.  

Then there were the COVID-19-related sales increased, though which are falling off a bit now. Sales 
are growing by double digits, at 12.7%. 

In any case, this is our home ground, and on the other hand, we are currently launching hinotori, a 
Medicaroid product, and we will see what will happen in the future. In Q2, seven new units were 
introduced to the market, so the total number of units is now 28. I will explain the surgical procedures 
later, but I am sure that we can look forward to future developments as the surgical procedures 
expands. 



 

Next is the change in operating income. 

One problem is still the cost ratio, which has worsened by 2.6 percent point. It is the semiconductor 
issue. The shortage of semiconductors is a global problem, and in order to make sure that we could 
supply our instruments, we had no choice but to purchase them at a higher market price. This was a 
situation that, in a very real sense, raised the cost ratio a bit. 

In fact, all other raw materials have also been rising. The same problem occurs with  raw materials 
of reagents. As I just mentioned, inflation is a problem in this area, and another problem is that 
logistics costs, or transportation costs, have remained high for a long time. In addition, service cost 
such as labor costs, especially in the US, have been rising, and these factors have contributed to the 
deterioration of the situation. 

Regarding SG&A expenses, as I mentioned earlier, due to our service activities, and we have been 
expanding our direct sales system, SG&A expenses increased. Compared to last year, for example, 
in Europe, we have shifted to direct sales in the Iberian Peninsula, Spain and Portugal, and in Central 
and South America, we have been focusing on Brazil, that’s why SG&A expenses increased. 

Now, we are also taking on the DX challenge of digitization. In addition, we are continuously investing 
in research and development, which is, in a sense, our lifeline, or rather, a very important area. 

Last year, we had a fire at an outsourced storage facility, we received a security deposit related to 
the fire in Q2, which added a little to our operating income. 

In this sense, we are seeing an increase of JPY5.98 billion in exports, which are extremely large. 
However, from an overall perspective, operating income is down JPY100 million compared to last 
year. I am wondering if there is a little bit of a management level issue here. 



 

Next is the consolidated financial position. 

Regarding this, inventories, in particular, have risen considerably. This already means that we still 
need to do something, anyway, including for the semiconductors I mentioned earlier. Our 
procurement team has been working very hard, making phone calls in all directions to various places 
to gather things.  

In that sense, it is very important for a manufacturer to keep an inventory and have a stable supply 
system, so we are developing in this way. 

 



 

Next, cash flow. 

The most conspicuous item in this category is cash flow from investing activities. This may be 
mentioned again later, but we are now in this situation, including the JPY5 billion capital increase for 
Medicaroid, and the acquisition of the Swedish company. 

 

 

 



 

Next, the initiative for future growth. 

We have applied for an Alzheimer's test to measure amyloid beta using our immunochemistry 
analyzer. The application for approval of the reagent was filed in December last year, and since it is 
progressing smoothly, we are expecting that the application will be approved in December, which is 
already next month. 

As you know, Eisai's therapeutic drugs are showing new developments, and in the US, we have a 
laboratory in Baltimore, where we will start laboratory developed test in Q4 of this year.  

In the urinalysis field, a small instrument succeeding the high-end model was launched in September, 
and the application of OSNA (One-Step Nucleic Acid Amplification) method to lymph node metastasis 
in cervical cancer and uterine cancer is also being expanded. That is how we are developing. 

Also, as I mentioned earlier, the so-called medical robot, hinotori, is expanding its surgical procedures. 
With this, we are now able to cover 22 out of 29 procedures, or about 90% of the total number of 
assistive robots’ surgery in Japan. In this sense, we can expect great things in the future. We have 
heard about successful stomach surgeries and colon cancer surgeries recently. I am looking forward 
to seeing more of this in the future. 

Another is sustainability, in the form of dry ice-free transportation, and we are now expanding this to 
biochemicals. 



 

Next is the forecast for the full year. 

We have made an upward revision of JPY10 billion in net sales. We were about to make double-digit 
growth. We have also revised operating income and net income upward by JPY1 billion. One of the 
reasons for this is that the yen has weakened considerably. 

In terms of the assumed exchange rates for the second half of the year, the US dollar is revised to 
JPY145, the euro to JPY142, and the Chinese yuan to JPY20, making the yen considerably weaker 
compared to the previous period. The US dollar is at JPY146 now, and I think the euro is also about 
JPY146. Chinese yuan is about JPY20, we have just made the so-called correction in a way that is 
in line with the current situation. 

 It is important to improve the cost ratio. We are in the process of making various allowances for a 
cost ratio similar to that of the fiscal year ended March 31, 2022. Under these circumstances, as I 
mentioned earlier, operating income and net income have been revised upward by JPY1 billion each, 
and we are now considering an operating income of JPY77 billion and a net income of JPY51 billion. 



 

Next, the revised forecast for H2. 

As you know, H1 was very difficult, especially in the form of lockdowns in China, but we have 
recovered from that relatively in Q2. 

In H2, we should be able to recover properly, and the effects of the yen's depreciation should have a 
considerable impact. 

We are also working on cost-reduction measures in various ways to improve the cost ratio itself by 
2.9% compared to H1.  

In such a situation, sales are expected to grow and still be affected by foreign exchange rates. In 
addition, we have made an upward revision of JPY1 billion to supplement H1 targets in the context 
of more appropriate cost control of SG&A expenses. 



 

Next, the dividend forecast. 

Regarding dividends, there is no change from the beginning-of-year forecast.  

In that sense, the interim dividend was JPY40, and the year-end dividend was JPY40, for a total 
annual dividend of JPY80, an increase of JPY4 over the previous year. Regarding the dividend payout 
ratio, the current forecast is 32.8%. Regarding dividends, we are trying to steadily increase them. Our 
target is a payout ratio of 30%. We are also developing our business based on this policy, which is 
to ensure that dividends are increased. 

The lockdown in China in Q1 was quite sensational, and our stock price was affected by it to a great 
extent. In China, I understand that Xi Jinping's zero-coronavirus policy continues. However, it has 
been recovering relatively at the moment. There are still some local cities where lockdowns are in 
place, so this area may still be unpredictable, but I believe that the recent large-scale lockdown in 
Shanghai will no longer be the case. 

It is difficult to predict what will happen in the future, since China continues the zero-coronavirus 
policy. However, along with such a situation, there is also the Buy China Policy, the policy of using 
products made in China. This is much tougher. I have heard that the opinions vary considerably from 
state to state, but I have often heard that there are many customers who, to tell the truth, would prefer 
to use SYSMEX. 

However, in such a situation, the authorities will check on the business transactions, and we are 
currently working on measures towards knockdown and further expanding the portfolio. In 
hematology, some of our main instruments are made in China, but the peripheral instruments has not 
yet been properly developed. This is also a challenge we are taking on right now. If we can do this, 
the entire system itself can become Made in China, and I believe this will make us more competitive. 

On the other hand, I have heard that Mindray is very aggressive in its preferential treatment of 
domestic products, but we have been doing business in China since the late 1990s, so we are 
confident in our brand power. We would like to establish a knockdown system in this area in a way 
that it will be firmly rooted in the future. 



On the other hand, India also has a Make in India policy, and we have some experience in China. 
We are trying to develop the project in such a way that it will be successful. We believe that India will 
be a promising area, and that the economy itself will become much stronger. China is in a bit of a 
difficult political situation, but India is still a little better off than China. So, we are trying to do 
developments in those areas. 

We are grateful for the weak yen, and although SYSMEX had a hard time when the yen was very 
strong, we are determined to sustain our growth in the form of how we can successfully ride this great 
wave and how we can expand our new business, hinotori, medical robotics business, in the future. 

That concludes my presentation. Thank you for your attention. 

[END] 
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