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Event Summary 

 
[Company Name]  CRESCO LTD. 
 
[Event Type]   Analysts Meeting 
 
[Event Name] Q1 Financial Results Briefing for the Fiscal Year Ending March 2020 for 

Analysts 
 
[Fiscal Period]   FY2019 Q1 
 
[Date]    August 14, 2019 
 
[Number of Pages]  15 
  
[Time]    17:15 – 17:38 

(Total: 23 minutes, Presentation: 21 minutes, Q&A: 2 minutes) 
 

[Venue] Kabutocho Heiwa Building 2F 
3-3 Kabutocho Nihonbashi, Chuo-ku, Tokyo 103-0026  
(Hosted by The Securities Analysts Association of Japan) 

  
[Venue Size]   145 m2 

 
[Participants]   40 
 
[Number of Speakers]  2 

Hiroyuki Nemoto  President 
Michiaki Yonezaki Department Manager of Public Relations and 

IR Office 
 

[Analyst Names]*  Makoto Ueno   Daiwa Securities Co., Ltd. 

 
  *Analysts that SCRIPTS Asia was able to identify from the audio who spoke during Q&A. 
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Presentation 
 

Moderator: Now, we will hold a CRESCO LTD.'s financial results briefing for the first quarter of the fiscal year 
ending March 31, 2020. 

First, I would like to introduce two participants from the Company. Mr. Hiroyuki Nemoto, President. 

Nemoto: I’m Nemoto. 

Moderator: Mr. Michiaki Yonezaki, Department Manager of Public Relations and IR Office. 

Yonezaki: I’m Yonezaki. 

Moderator: Today, Mr. Nemoto will give an explanation, and then we hold a question-and-answer session. 

You have a questionnaire on hand. We would like to ask for your cooperation in filling out this questionnaire. 

Now, President Nemoto, please. 

Nemoto: Nemoto of CRESCO. Today is the Bon holiday, a typhoon is coming, and it’s hot. Under such 
circumstances, thank you for visiting us. 

Now, I would like to give an explanation based on the slides. 

In the first quarter, sales and profits were healthy. In terms of the management environment, particularly IT 
investment, there are many customers who are still investing, and I think the environment is extremely 
favorable. 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

3 
 

 

Now, I would like to explain sales and profits. As I mentioned earlier, we think that our customers are 
extremely eager to invest. Of course, there are peaks and troughs in investment depending on individual 
companies, so it is not necessarily the case for all of the investments. On the whole, I think there is still demand 
for IT investments. 

In the first quarter, sales grew by 14% year-on-year. Last year, there were some unprofitable projects in the 
first quarter, which resulted in a substantial drop in profits. However, in the current fiscal year, as a result of 
thorough quality control and profit management, no major unprofitable projects occurred, and profitability 
has improved. Operating profit rose 63% from the previous year, and I believe it has largely recovered to the 
previous level. 

Although there is still a shortage of development personnel, we are using near-shoring and offshoring to cover 
this situation. 

As I mentioned earlier, operating income largely recovered from the previous year, and the operating income 
margin improved 2.5% from 5.8% last year to 8.3%. Ordinary income, however, declined due to the recording 
of a valuation loss on financial instruments. We expect this to be recoverable in 2Q and the second half of the 
fiscal year. 
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Orders and order backlogs have both increased considerably with orders reaching 113% and order backlogs 
reaching 125% compared to the previous year. 

As I mentioned earlier, accumulation of order backlogs is, I believe, attributable to comprehensive contracts 
with small-scale customers. We have an annual contract for one company from April and one company from 
June on a non-consolidated basis. I think that was effective. 
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By segment, revenue from the software development segment rose 14%. Segment profit has also recovered 
as unprofitable operations have been minimized. Another positive factor was the consolidated effects of the 
mergers and acquisitions conducted in the previous year, namely ARS and e-techno. 

By segment, the financial sector is on a recovery trend, although there is some variation in the willingness to 
invest depending on the customer. In particular, insurance is growing. In the area of public services, IT 
investment by existing large-scale customers, particularly related to human resources, is expanding. Looking 
at the distribution and other businesses, sales to real estate companies increased slightly. Orders to 
subsidiaries have increased. As a result, sales have increased around 0.7 billion yen. 

Segment profit was 10.5%. Although it fell to 7.6% last year, it has largely returned to normal. 
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In the embedded software business, both sales and profits are growing in response to ongoing requests from 
major customers to increase personnel and reviews of basic contracts. Net sales increased 12.9%, and 
segment income increased 16.1%. 

In the telecommunications systems business, sales increased slightly due to an increase in car electronics as 
well as an increase in information appliances and others. 
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Regarding the outlook for the current fiscal year, as I mentioned earlier, we expect the number of inquiries to 
increase, although there are differences depending on the customer. IT is always involved when a customer 
needs to do something new. Customers make IT investments, introduce RPA, or robotize in order to overcome 
the shortage of human resources. 

We are committed to meeting the expectations of our customers by developing new technologies and 
strengthening quality. We also educate such engineers. 

We are also focusing on promoting alliances with other companies, open innovation, and industry-academia 
collaboration. It is not possible for a company to do everything on its own, and in order to achieve growth in 
both qualitative and quantitative terms, it is necessary to work together with a variety of companies. I think 
it is necessary to increase the numbers together, and we have been conducting joint research with our 
customers or collaborating with schools where we have a shortage of technologies. 

As for the outlook, we have announced an outlook for the cumulative second quarter on May 9. The figures 
are now almost in sight. 

For the full fiscal year, we are currently in the process of implementing the budget for the second half of the 
fiscal year, so we will accumulate it in the future. However, based on the current market conditions, as long 
as there are no major problems in the second half of the fiscal year, we believe that the business will continue 
to perform well. 
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Regarding dividends, we changed our dividend policy on May 27. As announced on May 9, the planned annual 
dividend is 68 yen, but the dividend policy has been changed. Over the past about 15 years, we have seen on 
a non-consolidated basis, but as described on the third point of our shareholder return policy, we are aiming 
to continuously realize dividends at the level of 30% of the net income attributable to the parent company, 
which is calculated based on consolidated ordinary income and when extraordinary income is set at zero in 
principle. 

Consolidated group companies are becoming increasingly nurtured and growing in number contributing to 
the figures, so it is no longer natural to calculate on a non-consolidated basis. Therefore, the new format is 
based on consolidated ordinary income. 
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I would like to talk about issues to be addressed. A few comments that we announced our financial results 
briefing for the previous fiscal year in May are described, but I'd like to supplement subsequent situations. 

With regard to the provision of steel sheet quality, we have appointed a Director in charge since April to 
strengthen our system. As I mentioned earlier, there are no major unprofitable projects, including those of 
Group companies, and we are making steady progress. 

In pursuit of productivity, the Company plans to renew its new system, CRESCO’s core system, at the end of 
October. We believe that this will increase the productivity of the Company's various administrative processes, 
but the productivity of our business in the field is also a major theme. This is a theme that is widely demanded 
by customers as well. 

We believe that our value will be enhanced by the advice and proposals of engineers on-site. To become a 
company of choice, we must pursue productivity. 

At the same time, we have been asked by our customers to propose ways or processes of doing work in order 
to increase productivity. 

To strengthen our resource strategy, we are talking about near-shoring and offshoring. We are continuing to 
consider establishing a local subsidiary for offshore development in Vietnam. In May, I have participated in a 
ceremony with an aim to form a long-term partnership with a partner company in Vietnam. We are talking 
with the company about the long-term offshore operation in Vietnam. 
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Regarding recruitment and training, I mentioned in May that new graduate recruitment was difficult, but it 
turned upward in June. On a non-consolidated basis, the hiring of new graduates in FY2020 was completed. 
For Group companies, it is in the final phase. 

The number of this year's new employees on a non-consolidated basis is 70. We provided group education to 
them until the end of June, but from July, they have been assigned to the front line, as the shortage of people 
continues. 

The fifth point is the research and development of new technologies. Now, we're focusing almost exclusively 
on AI. As released on July 24, the Company acquired a patent related to AI in the U.S. 

We have learned that there are many patterns in AI. The patent is related to the idea how AI can learn wisely 
and process data. 

The sixth point is to strengthen group collaboration. As released on July 22, Group companies IOS and e-
techno will be integrated on October 1. The aim is to recruit personnel of IOS and expand the scope of business. 
IOS is the largest company in the Group, and the merger will result in a company with about 300 employees. 
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The seventh is to strengthen our sales system and our relationships with our customers. As I mentioned earlier, 
we concluded comprehensive contracts with two companies in April and June. We have shifted to an annual 
contract with 100 and some dozens of people. We believe this is affecting the order backlogs. 

With regard to the establishment of new businesses, we began seminar business in October 2018. As written 
here, this has a good reputation. Recently, we have expanded the scope of it to the latest digital 
transformation (DX) seminars, while inviting lecturers from Group companies as well as guest lectures from 
outside participants. 

As we are attracting 70 or 80 customers per seminar, it will be reflected in our business in the future. 

Regarding the promotion of corporate governance, there were some incidents related to governance and 
security at Group companies since last year. At the end of May, we held a meeting for the Directors of the 
Group, where we decided to raise awareness through study meetings and other activities. I believe that it is 
inevitable that we continue to discuss this issue again and again. 

In terms of the 10th initiative to promote health management and work style reform, I believe that our 
Company is making a great deal of progress related to overtime work and paid holidays. There is an increase 
of people who are sick or who have mental health issues due to the increase in the number of employees. 
Previously, an industrial physician has provided a consultation once a month, but from this year, a healthcare 
person comes two times a month and provides health consultations. 

RIZAP's health seminar is also scheduled to be held once a year from this year. 

In April, a female employee was chosen for the Division Manager's level for the first time. This is a post ranked 
one step ahead of Executive Officer. 
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The Ministry of Internal Affairs and Communications commands to have female directors today, but we're 
only a 30-year-old company, so we cannot have a female officer in the short term. Currently, we have 
appointed a female Division Manager and around four female Department Managers. 

As the remainder is supplementary materials, I would like to omit the explanation. 
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Question & Answer 

 

Moderator: Thank you for your explanation. We would like to receive your questions. 

This IR seminar, including the question-and-answer session, is scheduled to be posted and published. 
Therefore, I would like to ask anyone who wants anonymity not to identify themselves. 

How about your question? Please wait. 

Ueno: Thank you for your careful explanation. Daiwa Securities, Ueno. You mentioned that you will recover 
from the losses on derivative financial instruments. Will derivative losses, themselves, shrink again, or will 
they be covered by figures above the operating profit? 

Nemoto: The CFO manages the fund, and so far, the profit of the fund management has been about 0.2 billion 
yen to 0.4 million yen every year. This year, the losses on derivative were about 250 million yen in the first 
quarter. 

Today, we are trying to reduce the total amount of money invested, considering the disposal of what we 
currently have. We plan to bring them at least above break-even. 

Ueno: Does it mean there will be a profit from the sale? 

Nemoto: Of course, there will be something like that. 

Ueno: Yes, I understand. 

Moderator: Would you like to ask your questions? Please take this opportunity to ask your questions. 

So, we are now ending CRESCO LTD.'s investor relations meeting. 

Thank you for coming. I also thank the two people of the Company. 

Please complete the questionnaire. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked as follows: [Inaudible]. 
2. This document has been translated by SCRIPTS Asia.  
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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. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
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. 

Copyright © 2018 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


