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Presentation 

 

Moderator: Ladies and gentlemen, thank you very much for taking the time to watch today. Now, CRESCO 
LTD. is going to hold the financial results briefing for the second quarter of the fiscal year ending March 2021. 

As for today’s proceedings, at the outset, President and Chief Executive Officer Hiroyuki Nemoto will explain 
the outline of the financial results for the second quarter and then answer your questions. 

Now, President Nemoto, the floor is yours.  

Nemoto: I am Nemoto of CRESCO LTD. I would like to thank you for listening to our financial results briefing 
for the second quarter of the fiscal year today. Let me talk about the status of our financial results and future 
policies and so on. 

My presentation will be based on the slides. 

 

Let me start with the key points in the financial results, which are sales and profits. 

In the first quarter, the world as a whole as well as our business was fairly disrupted by the coronavirus, but 
after coming out of it, there was some stability regained in the second quarter. 

Although business confidence seems to have picked up a little, it has not reached its previous momentum. 
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In particular, face-to-face sales with our customers were restricted, and public services, our major customers, 
which will be shown later in my presentation, made a negative impact on the company's earnings due to 
significant decline in orders from such customers, such as travel, airlift, and real estate. 

However, due to an increase in extraordinary income, including gain on sale of investment securities, net 
income increased by double digits, as some unprofitable projects were created by our group companies in the 
first quarter, which we think also weighed on our financial performance. 

Compared to the first quarter, the operating income margin very much improved in the first half with the first 
and second quarters combined at 7.1%. Although this figure fell considerably compared to the previous fiscal 
year, we feel that we have recovered a little stability. 

Cumulative sales up to the second quarter are JPY19.2 billion, which is about the same as last year. 

Operating income was JPY1.366 billion, down 20% from the previous year. 

Ordinary income was JPY1.844 billion, again down 3% from the previous fiscal year. 

As I mentioned earlier, net income increased by 15% mainly due to the sale of the investment securities. 

According to the forecast for the current fiscal year announced on May 8, operating income is slightly short 
by JPY100 million or so, but we think it is roughly in line with the forecast. 

 

Next, the status of order receipt. 
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Despite a slight improvement trend, we still have not returned to the previous momentum. As a result, orders 
received and order backlog are 97% and 96% respectively. 

In Software Development, as I mentioned before, the situation has been challenging in placements and 
receipts of orders from our customers whose core businesses have been damaged. As for Embedding, 
although there are some different levels of orders, we expect it to be at the same level as last year. 

 

These are segment-specific results. 

In Software Development, Public Services fell 16% from the previous year, but recoveries in Finance, 
Distribution, and Others led to a 1% increase in sales.  

In terms of segment profit, labor costs, outsourcing costs, and material costs increased, and for the rest we 
had the unprofitable projects. Profit declined 17.1%, partly due to lower productivity in the turbulent first 
quarter. 

Finance, where one new customer in Banking and Life Insurance began a full-scale operation, thus 
contributing to a 13.7% increase in sales. 

In Public Services, as I mentioned since a little while ago, our customers' core businesses were damaged, 
resulting in a 16.4% decrease in sales. 

In Distribution & Others, which was also having a tough time, but a Cloud-related company called Enicias Co., 
Ltd. joined the group in April, resulting in a 3.5% sales increase thanks in part to such effects. 
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Embedded Software Development. 

Although orders were on an improving trend, overall sales declined 5.1%, partly due to a partial revision of 
product plans among our customers in response to a decline in development or other projects for control 
systems. 

Segment profit declined 18.6%. 

Looking at the details of Embedding, in Telecommunications System, smartphone-related sales increased 
slightly. Although the amount is not so large, sales grew a little with a 9% sales increase. 

Although sales of Car Electronics increased by 5.2%, we think that the growth was slowing down a little 
compared to the growth up to last year. It is possible that our customers' product plans have been revised 
somewhat. 

Even with Information Appliances and Other Products including chargers, sales of control systems declined 
15.8% from the previous year. There were some cancellations or postponements of projects, but it could be 
somewhat said that last year was the peak of development. Although we had not expected sales to grow that 
much in the current fiscal year, we cannot deny that we have a further decline in sales. 
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I would like to talk about the outlook for the current fiscal year. 

After all, depending on how the coronavirus situation settles, we believe that the ultimately greatest impact 
on us will be what kind of investments our customers will make and how the core businesses of our customers 
will be doing. 

However, looking at the current situation, we assumed around May and June that the second half of the fiscal 
year would become a little better, but the momentum of orders in the second half has been also moderate. 
There has been news about the third wave of the coronavirus, and we think that it is rather difficult to forecast 
how much our customers will invest in the midst of this situation we have not been able to get out of easily.  

For your reference, the slide shows the domestic ICT market forecasted by IDC Japan, indicating a 4.3% 
decrease from the previous year in terms of the amount of expenditure. So, we expect that the situation will 
continue to be somewhat tight in the second half of the fiscal year. 

By engaging in a variety of online interactions, we think there has been much more familiarity in our online 
sales activities with our customers, and there are fewer obstacles to doing business. 

Currently, customers are also starting to create plans for the next fiscal year. Amid these developments, 
various topics such as investments for the next fiscal year will come up going forward in the future. We think 
that new business opportunities will inevitably come around, as IT will always become necessary where 
changes are taking place. 
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First, I will talk about our group about how to respond to the COVID-19. 

Countermeasures have been taken since the end of February and in retrospect, the first quarter, April, and 
May were in turmoil. We think this was the kind of atmosphere throughout Japan, including our customers. 

We consider that into the second quarter there has been some familiarity and stability as to how to do 
business in the midst of the coronavirus. 

Still now, we have been holding the coronavirus response meeting every other week. 

Teleworking will continue for some time by taking a variety of the coronavirus responses and we have made 
public various systems and other measures reviews to strengthen the teleworking system since October 1. I 
am sure such reviews were released in the press release on September 28. 

Safety and security are the first priority for all our company, employees, including business partners. 
Therefore, the company has adopted a system for commuting to work from home where possible, and for 
avoiding the Three Cs through staggered working hours where teleworking cannot be conducted. At present, 
about 60% of our people are working at home. 

In principle, meetings are held online, and this is becoming fairly well-established. 

It is now assumed that this will continue for a while in the current fiscal year as well as the next fiscal year. 
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The downside of the impact of the coronavirus is the perception of the threat. 

Because the situation of infections has not stabilized easily, it will still take some time for us to have a specialty 
drug or vaccine, and we think there are business risks depending on the situation of infections. We believe 
such risks do exist, including our customers 

Therefore, during the second half of the fiscal year, we will carefully monitor the situation and do what we 
can do. 
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Go to the next page. 

On the other hand, we are seeing a variety of developments, such as the various plans of our customers for 
the next fiscal year, whether the turnarounds or further reforms. So, until [inaudible], we would like to take a 
good look at the side of this, and towards the third quarter, the fourth quarter and the next fiscal year, we 
will firmly conduct sales. 

Compared to the usual years, this fourth quarter still shows that the situation remains severe. In a typical year, 
the third quarter and the fourth quarter would be very busy, and our customers would plan system launches 
for the end of March or the Golden Week holidays, which would make us extremely busy in the third and 
fourth quarters, but we feel that this is not the case this year. 

However, as I mentioned earlier, there is always a demand for IT when customers need to change, where we 
would like to successfully and precisely conduct our sales. 
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Forecast of results. 

As I have just mentioned, honestly, we cannot know the future status of the infections of the coronavirus, so 
it will be difficult to grasp its impact precisely. However, we think it will be in the current fiscal year that we 
will do what we can do while making some assumptions. 

The impact of the coronavirus is expected to continue for the full fiscal year, and we expect that the second 
half will continue to face challenging orders and operating situations. 

On the other hand, our telecommuting has become quite well established, and our productivity has been 
rising. By cutting costs and minimizing unprofitable projects, we hope to keep our business results around the 
same level as last year. 
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The earnings forecast is unchanged from what was announced on May 8. Even when the first half and the 
second quarters are over, the forecast is almost as expected. We are aiming to meet this forecast at the 
minimum first, and we intend to do so until the end of March. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
12 

 

 

There is no change in the dividend forecast. 

The interim figure was JPY18, and the year-end figure JPY18, for a total of JPY36. 
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Next, I would like to talk about the issues that need to be dealt with, including what we are thinking about for 
the future, in a variety of ways that were part of the second quarter. 

The first is the formation of new businesses and the research and development of new technologies. 

We have a variety of examples and services using new technologies that have proven in-house, and we would 
like to use this more as a digital marketing tool to cultivate new customers. As I said during my first quarter 
presentation, we would like to do more about that. 

Although we have been doing such, we have not yet achieved results, so we would like to cultivate new 
customers in a manner that will produce more results. 

And then, there is a company called CHOWA GIKEN Corporation, an AI venture in which we invested in this 
April. We are now working with that company to hold a kind of an idea contest. 

In addition, we have begun activities to share the AI know-how that we have with each other and to find out 
whether we can think of some new businesses. However, when it comes to whether this will make any impact 
on figures at once, we think it will take quite some time, but we are currently making such a move. 

The second is to cultivate new customers and strengthen relationships with our customers. 

As I mentioned earlier, we are convinced cultivating new customers by strengthening marketing should come 
first of all. And then, we are moving forward with the development of public and pharmaceutical sectors that 
have minimal coronavirus impacts.  
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Even our existing customers have now begun either to take the domain of other companies through sales 
activities by increasing their market shares or to expand horizontally to other business divisions. 

Since September, we have been able to conduct a lot of face-to-face sales activities with our customers, and 
we intend to continue these activities. 

 

Third, about the quality of steel sheets. 

No new projects that pose a major problem have occurred, but the two projects from the previous first quarter 
also required quality enhancement in the third quarter, so we have made provisions for losses. One of the 
projects has completely settled, but with regard to the other, we are still in a situation where a little more 
response is being taken. 

About the fourth, productivity. 

In some projects, overtime work exceeded the plan in the first quarter due to telecommuting, which led to a 
decline in productivity seen occasionally. However, by promoting the management of overtime work hours, 
and devising ways of proceeding with work and communicating, et cetera, we consider the situation has been 
calming down somewhat. 
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The fifth is securing human resources for development. 

Currently, there is little sense of a shortage of development personnel as a whole. However, there is a 
continuing sense of insufficiency with respect to senior SEs in the Cloud and specialists in specific areas. 

The sixth is the recruitment and development of human resources. 

We believe that recruitment and development of human resources are extremely important themes because 
human resources are our most important asset. We plan to hire new graduates in April 2021, and on a non-
consolidated basis, this is a slight decrease compared to April of this year, but we have issued job offers to 57 
new graduates and 140 new graduates for the group as a whole. 

In addition, for our existing employees, in order to improve the level of AI and cloud engineers, specifically, 
we are increasing the number of engineers who can properly propose new technologies to our customers. 
This is an internal education and on-line education, and we are doing so. 
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Let me talk about promoting work style reforms. 

Telework in the coronavirus disaster has become steady. We announced in an external release on September 
28 our efforts to utilize digital tools and revise our work system, as well as to improve the efficiency of the 
space in our development centers which will take place next year,  

We feel that telecommuting, remote development, online meetings, and all such things have become 
common. 

As for the promotion of health management, we would like to place top priority on safety and security so that 
we do not suffer from the coronavirus or create a cluster. 

Recently, we have also felt a little of the harm of working from home. As opportunities for communication 
are decreasing, there are some concerns that we should pay close attention to the mentality of our employees 
and their feelings of loneliness. Therefore, in our activities going forward, we would like to make sure that 
these concerns are properly understood in the respective departments and project teams. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
17 

 

 

Diversity Initiatives. 

We had five Korean students who were supposed to join the company this April, but they have been waiting 
for a long time since they have not been able to enter the country. Although trained online, the students will 
be able to enter the country next week on November 15, and will be joining the company on December 1, 
which we consider one piece of good news 

Item 10, which is the promotion of M&A and alliances. We are continuing to engage in new M&As, but there 
is no particular progress that can be announced today. 

At present, we are proceeding with the PMI of Enicias, which joined the group in April. 
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This is the promotion of corporate governance, but there are no noteworthy discussions to be made here. 

Finally, we are optimizing our business portfolio and conducting flexible organizational management. 

With regard to customers affected by the coronavirus, we will expect that they will continue to curb IT 
investment in the future. As I mentioned earlier, finding new customers is also an important theme for the 
next fiscal year. 

In this fiscal year, we were able to expand the business of our one new customer from life insurance, and 
therefore we intend to cultivate those new customers. 

As I mentioned earlier, we are currently focusing on the public and pharmaceutical areas to cultivate new 
customers. 

For the rest, we will do marketing precisely. We would like to put our energies into continuing activities that 
will enable us to get new customers by taking advantage of the marketing process and clearly sorting out our 
existing services. 

In the next fiscal year, we are thinking about various directions. Regarding the area of SI, as I mentioned earlier, 
we will shift our portfolio slightly to new industries, such as public and pharmaceutical, in which we have not 
done much. 

Another big story is that we are putting more effort into expanding the business of our services. 
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This is a contract that does not depend on the number of man-hours or headcounts of engineers to determine 
what is called the service business. We need to increase those things. In terms of future growth, the 
percentage of businesses that depend on the number of engineers is so large at present, so we will further 
expand the service area. 

We have adopted a strategy of anticipating new technologies and appealing them to our customers, so we 
have a good number of what will become the kind of services we offer. We would like to sort them out a little 
more and bring them into a form that will allow us to make attractive proposals to our customers. This is the 
virtual team right now, and we are beginning to make such a move. We think it will be a point to focus on next 
fiscal year. 

That is all for my presentation. Thank you very much. 
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Question & Answer 

 

Moderator: Thank you very much. Now, we will move on to the question-and-answer session. Then, I will 
introduce to you questions that were received by us. 

As a factor behind the profit decline in software development was the occurrence of the unprofitable projects. 
The question is whether these projects have already settled and will not have an impact from the third quarter 
onwards or they are still ongoing.  

Please go ahead.  

Nemoto: As I mentioned earlier, at the time of second quarter's settlement of accounts, the two projects 
were provided with allowances for losses. As for one of them, we have already completed it, and such costs 
will not be additionally incurred in the future. As for the other, we are still in the process of implementing it, 
and although the situation is not completely settled, we expect it to be almost settled. 

That is all for my answer. 

Moderator: Thank you very much. Then, I would like to ask you the following question: In your explanation of 
the embedded type, you stated that the projects were cancelled or postponed for information appliances. Is 
there a prospect for resumption? Thank you in advance. 

Nemoto: As I mentioned earlier, there are some discontinuations and postponements, but the actual situation 
is that last year had a considerable peak, and the second half is likely to be the same as in the first half. That 
is about Information Appliances. 

We now think that the control system for charging systems may become slightly tighter in the second half of 
the fiscal year, too. 

This is all. 

Moderator: Thank you very much. Then, I would like to ask you the following question: In Embedded Systems, 
sales of Communications Systems and Car Electronics increased year on year. What was this compared to the 
initial forecast? I would like to know if it was as expected, or if it was better than expected. Please let me know 
as far as you can answer this question. 

Nemoto: Both Telecommunications Systems and Car Electronics were growing YoY, but these figures were 
worse than expected. Especially in Car Electronics, in view of our sales activities, we had expected it go even 
further in the plan set at the beginning of the fiscal year. Although it is growing, the actual situation is that it 
was worse than expected. 

Moderator: Thank you very much. Then I have the following question: As a measure to prevent the outbreak 
of the novel coronavirus infectious disease, you seem to be responding to the situation by strengthening the 
telework system. As a result of these measures, have costs increased or some costs decreased?  

Nemoto: Travel expenses, utility expenses, and electricity expenses have declined considerably. They are 
considerably less than last year. However, in transitioning completely to telecommuting, we had to buy 
various equipment, purchase PCs, and strengthen various network-related areas, so that such portions are 
becoming increasingly expensive. In terms of the total figure, we think the costs are decreasing slightly. 
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However, the cost at the top of the list, which was particularly the case in the first quarter and was more than 
expected was overtime work. We think this was a lot more frequent than last year, and in essence, there was 
confusion. However, we consider there was no doubt that our work had become overworked in order to 
transit to staying home and stabilize telework. 

Overtime became quite an additional cost, and we think it is true that our employees do not have to have 
time to commute to work, so they will be able to work at home. The costs became quite high, so in July and 
August onwards the management said that we would curb overtime a little more. There has been much less 
overtime and the overtime situation has started to stabilize a little. 

However, it seems like that overtime has increased at other companies as well. So, we wonder if there is 
something that cannot be helped temporarily. 

This is all. 

Moderator: Thank you very much. Then there seems to be no more questions, so let us finish the question-
and-answer time. 

Finally, President Nemoto will give you a message to you. Please go ahead.  

Nemoto: Thank you for your kind attention today. Although our Company, including our customers, is in a 
tough situation, we are going to make sure to do what we can in that situation. As I mentioned earlier, what 
we have to do is that we will cultivate new customers and change our business portfolio somewhat. We are 
beginning to understand them and the steady implementations of these measures will lead to the next fiscal 
year.  

IT is an area where customers must also invest in the midst of change, so we are not so pessimistic. We would 
like to continue working hard in the second half of the fiscal year so that we can achieve the results that are 
most outstanding among other companies in the same industry. As always, we look forward to your continued 
support. Thank you very much. 

Moderator: Thank you very much, President Nemoto. Let us end our financial results briefing today. 

Thank you very much for watching today. 

[END] 

______________ 

Document Notes 
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