
 

 

 

 

 

 

 

 

 

  

CRESCO LTD. 
Q3 Financial Results Briefing for the Fiscal Year Ending March 2021 

 

February 10, 2021 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
1 

 

Event Summary 

 

[Company Name]  CRESCO LTD. 

 

[Company ID]   4674-QCODE 

 

[Event Language]  JPN 

 

[Event Type]   Earnings Announcement 

 

[Event Name] Q3 Financial Results Briefing for the Fiscal Year Ending March 2021 

 

[Fiscal Period]   FY2020 Q3 

 

[Date]    February 10, 2021 

 

[Number of Pages]  25 

  

[Time]    15:00 – 15:38 

(Total: 38 minutes, Presentation: 26 minutes, Q&A: 12 minutes) 

 

[Venue]   Webcast 

  

[Venue Size]    

 

[Participants]    

 

[Number of Speakers]  1 

Hiroyuki Nemoto  President 

 

 

 

  



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
2 

 

Presentation 

 

Moderator: Thank you all for your patience. CRESCO LTD. will hold a financial results briefing for the third 
quarter of the fiscal year ending March 31, 2021. Thank you very much for taking time out of your busy 
schedule to watch today's program. 

Today, after the presentation, we will open the floor to any questions. After the explanation, you will receive 
a response from the Company to the questions you sent. Today's briefing is scheduled to end at 16:00. 

Let me introduce today's speaker. This is Hiroyuki Nemoto, President of CRESCO LTD. 

I would now like to begin the briefing. President Nemoto, you may begin. 

 

Nemoto: This is Nemoto of CRESCO LTD. Thank you very much for participating in today's financial results 
briefing. I would like to speak for approximately 20 to 25 minutes. 

This is a key point of our financial results. In the third quarter, business confidence has picked up a bit, which 
means that our sales are also on a recovery track, but the sales activities remain limited, and online [Inaudible]. 

Moderator: There was a problem with the audio, so we had to interrupt the presentation. We apologize for 
the inconvenience. We would like to resume the explanation from the middle of page three. 

Mr. Nemoto, please start from the middle of page three. 
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Nemoto: Yes. Please look at the figures on the third quarter. Let me explain a little about what is in the table. 

Sales were JPY29 billion, slightly higher than the same period last year. Operating income was JPY2.38 billion, 
which is still 10% lower than last year. Ordinary income was JPY3.12 billion, almost the same as last year. As I 
mentioned earlier, net income increased compared to last year due to a gain on the sale of investment 
securities. 

 

The following is a summary of orders received and outstanding. 

Although there are differences in the level of sales among customers and industries, the overall level of sales 
is approaching the same level as last year. Orders received were 100.5%, and order backlog was 103.7%. 
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I will elaborate on sales by segment. 

First, in the area of Software Development, there was a considerable drop in the public service sector this 
fiscal year due to the business conditions of our customers. However, we were able to recover from the 
decline by adding new consolidated subsidiaries in finance, distribution, and others, resulting in a 1.5% 
increase in total sales. 

Segment income decreased by 6%. Amid the outbreak of COVID-19 in the first quarter and [Inaudible] can be 
seen as a slight drop in that area. 
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In Embedded Software, we have not been able to recover from the decline in the first half, and sales declined 
by 5.6%, but we think the overall trend is toward recovery. 

Segment income decreased by 17.2% due to a decrease in unit prices of orders. 
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This is the forecast for this fiscal year. 

Overall, I feel that our customers are gradually starting to come up with plans for IT investment. The Suga 
administration has also launched the Digital Agency, and I feel that the momentum to promote digital 
technology and DX around Japan is gradually growing. 

We have been working from home for about 10 months now, and it has already taken hold, so we do not 
think it will interfere with our business activities much. However, since the second state of emergency is still 
in effect, we feel that new orders may be affected somewhat. 

At the bottom of this page, there is a survey on economic judgment for your reference, and at the bottom is 
IDC Japan's forecast for the domestic ICT market. In terms of the current fiscal year, there was a 6.3% decrease 
compared to the previous year, but in 2021, there will be a 2.9% increase, so we feel that we are on a recovery 
track. 
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As for the response to COVID-19, we have been working on it since February 27 last year. As I mentioned 
earlier, there are some hindrances with sales and other activities, but we have been able to carry out our 
normal business activities online and by teleworking even in the pandemic of COVID-19. 

Although it is a COVID-19 disaster, everyone has come to understand how to proceed with business activities, 
and the situation has become firmly established. 

We are continuing to take various measures to ensure that we are not caught off guard. 
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In terms of the negative side of our operation amid the pandemic, we have several customers who have been 
negatively affected by our direct business, which can pose the greatest threat to us. 

We think this is unavoidable, but I feel that we are no longer in a situation where the brakes are suddenly 
applied as they were in the first quarter of last year. Even though our customers' IT investment is decreasing, 
we would like to make every effort to manage under this situation . 
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On the other hand, on the positive side, as I mentioned earlier, our country is talking about the need for digital 
transformation, so we believe that IT investments will emerge in various fields. We hope to seize the 
opportunity. 
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There is no change in our earnings forecast from the one we announced last May. We anticipate that we will 
be able to land almost at that level. 
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The forecast is sales of JPY40 billion, operating income of JPY3.4 billion, ordinary income of JPY3.6 billion, and 
net income of JPY2.45 billion. 
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There will be no change in the dividend. We have set the dividend at the total of JPY36: JPY18 for the interim 
and JPY18 for the year-end. 

As stated in our shareholder return policy, we have been calculating dividends based on consolidated ordinary 
income since last year, and our policy is to pay dividends based on that. 
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Now, I would like to talk a little bit about the current situation at the end of the third quarter in terms of the 
progress of issues to be addressed. 

On the PowerPoint, it shows what we talked about in the second quarter, but we would like to update it and 
talk [Inaudible]. The first is the formation of new businesses and the research and development of new 
technologies. We can say that under such a COVID-19 situation, research on AI or business application is 
gradually becoming more and more common. We have not yet reached a large amount of money. 

For example, in the area of ophthalmology, we have been using AI technology for image analysis for about 
five years now. We have been discussing with our customer about expanding this technology to the industrial 
field, such as malfunction diagnosis, and the customer has decided to include it as a theme in their mid-term 
management plan. 

In terms of AI, this is our service that creates information for AI called annotation. We are now selling a service 
to create information to be input into the AI, which we call an annotation service. We have currently gained 
a lot of interest from our customers. 

In terms of our existing services, we are introducing case studies and hosting seminars on our website, and 
we are receiving a lot of inquiries. We are receiving an increasing number of inquiries for RPA services and UX 
design. 

We are also working to expand sales of new agile development and security services, as well as file-sharing 
services to support the recent PPAP trend, which we are already providing. 
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Second, we need to acquire new customers and strengthen our relationships with them. Even in the 
coronavirus pandemic, we have a strong relationship with our existing customers. In recent years, we have 
been discussing with the customers about their plans for the next fiscal year, focusing on what kind of plans 
they are thinking about, and going into hearings and budget plans. 

Although it depends on the industry, we believe that overall investment is on a recovery trend. 

In addition, new customers are visiting our website and we are getting more referrals from financial 
institutions, so we feel that there is a potential need for IT. 

We are also trying to strengthen our sales force, so we are continuing to hire salespeople. 

 

As for our quality, we are not experiencing any large-scale quality problems now. We have a Quality Control 
Division that oversees quality, and we continue to educate our employees about quality by introducing case 
studies of projects. 

Also, last year, we have been working on acquiring ISMS certification, and three of our departments have 
acquired the certification. This will be continued next year. 

The fourth is regarding the pursuit of productivity. Although we still conduct our works from home due to the 
COVID-19 pandemic, we have been able to improve the productivity of younger employees by following up 
on their work situations through evening and morning meetings at the work site and project sites. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
15 

 

 

This is about securing human resources to engage in development. 

With the outbreak, the mobility of human resources has been quite low. It is fair to say that the retirement 
rate has been greatly reduced. In addition, the number of business partners working with us on our projects 
bottomed out in November and has been increasing since then, but we have not yet reached a point where it 
is difficult to secure development personnel. 

We are also in the process of exchanging information with our business partners, as we expect business to be 
brisk for the next fiscal year. 

Please see the sixth: Recruitment and development of human resources. We continue to recruit mid-career 
workers. This means that we can hire manager-level employees as well. We are also now starting to recruit 
new graduates for 2022. We are going to increase the number of hires, and recruitment activities will be 
centered online. 

As for internal training, we have been conducting company-wide training for the past two years to acquire AI 
Cloud skill as standard, and we are now starting to provide training on agile development as well. Our 
customers also want to use agile as a development method, so we are working to educate them on that as 
well. 
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I would like to talk about our promotion of work style reform. 

We have decided to introduce a new personnel system in the new fiscal year. The contents of the system, 
which were released last month, January 25, is CRESCO's version of a job-based personnel system. The system 
is based on the pursuit of specialties, merit-based treatment, and diverse human resources. 

As for the promotion of healthy management, we have decided to hire a public health nurse as an employee 
from January. With the increase in the number of employees, the number of health consultation cases from 
employees is also increasing, and we are responding to such cases. We are also working with telecommuters 
and others to make videos and blogs on the theme of health care to get the word out. 

Perhaps because telecommuting has taken root this fiscal year, the percentage of employees taking advantage 
of paid time off is a little low, but we believe we will encourage employees to take advantage of this toward 
the end of the fiscal year. 

Also, in the area of work style reform, as mentioned in the release, we are planning to provide health 
promotion benefits to our employees starting next year. 
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Regarding diversity initiatives. 

This is also one of the key points in the new personnel system. New systems will be introduced in April, 
including an extended retirement age, full flextime, extended nursing care leave, new volunteer leave, and a 
partnership system. 

The 10th is the promotion of M&A and alliances. We are considering a good number of new M&A, but we are 
not making much progress. We believe that information sharing with existing group companies will be 
important in the future, and we are planning to further exchange cross-selling and technical information in 
the future. 
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This is about the promotion of corporate governance. 

Our company now has four outside directors, and the exchange of opinions at board meetings has become 
quite active. We can say that the environment is becoming more conducive to the exchange of opinions. 

Finally, I am going to talk about optimization of the business portfolio and flexible organizational management. 
We think this is especially important. 

We have customers whose investment is growing, and IT is also a growing technology field. Not all of our 
customers are doing well due to the impact of COVID-19, so we need to shift our resources to areas that are 
doing well and are expected to grow. Shifting both technology and customers is something we hope to do in 
the coming year as well. 

Finally, we plan to disclose our business portfolio in IR from next fiscal year under a new classification. The 
current classification is the one that we have probably been using for about 15 years, so we will use the new 
classification to disseminate information. 

Then, from the next fiscal year, the Cresco Group will start its new vision and mid-term management plan. 

I would like to explain this as well when we announce our financial results in May. 
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This is the end of my explanation, but I would like to conclude with two reference materials that were released 
along with the financial results announcement last week. 

The first is about the acquisition and cancellation of the stock acquisition rights allocated to third parties, 
which we have been doing since January 30 last year due to the sluggish stock price. We adopted a resolution 
to acquire and cancel all remaining stock acquisition rights. 
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Another topic is the retirement of treasury stock. We currently have some 3 million shares of treasury stock 
out of the 24 million shares issued. One million of those shares, or 4.17% of the total, will be cancelled on 
February 24. We have decided to do this in order to give back to our shareholders. 

Additional disclosures have been provided. 

That is all I have to say. 

Moderator: Thank you very much, President Nemoto. 
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Question & Answer 

 

Moderator: We apologize for any inconvenience caused by the disruption of audio and video during the 
presentation.  

We would now like to open the floor to any questions. First of all, we have some questions that we have 
received in advance. 

“Could you tell us more about the demand after COVID-19?” We have been asked about areas of growth, 
areas of decline, and what the overall situation is. 

Nemoto: Regarding post–COVID-19 demand, as I mentioned earlier, I believe it will grow as a whole. We are 
now planning to create such a business plan for next year. 

We are currently under a state of emergency, and the extent to which COVID-19 will affect our lives will 
depend on the situation after the emergency. We are not sure whether the demand will recover in the 
summer or in the fall, but we believe that overall demand will recover. 

In terms of growing industries, life insurance companies and human resource companies are favorable. We 
have received some [Inaudible] that is growing or will grow next year. 

In the area of technology, I would say cloud computing, AI, data analysis, and UX or user experience is growing. 
The other area is the technology related to what is called "CASE" in automobiles, connectivity, automatic, 
shared, and electric. The demand is strong in these areas. 

On the other hand, in the area of declining demand, the travel industry is still in a difficult situation. However, 
when COVID-19 goes down, there are some customers who are willing to rebound or make new investments, 
so I do not think it will go to zero. 

Also, air transportation is the same. Additionally, old-fashioned development of automobiles is decreasing. 
Specifically, we are good at display systems called “infotainment,” and audio-related systems, but not 
navigation systems. 

This is still a bit negative. I have a feeling that it will decrease. However, as I mentioned earlier, the automobile 
industry is very active in developing new fields. That's all. 

Moderator: Thank you very much. Next question. 

“I heard the order backlog at the end of the third quarter has increased. I would like to know the details. Have 
sales activities improved? Are there industries that are doing well? Please let me know what kind of projects 
you are working on.” 

We have also received a question, “How do you feel about the next fiscal year, as you are currently working 
on orders for the next fiscal year?”  

Nemoto: There is some overlap with my previous answer, but the customers whose orders are growing from 
the third quarter, and on the third and fourth quarters and in the next fiscal year, life insurance companies 
and logistics companies are growing.  

Also, in the technology area, the cloud and the network field are growing as well. 
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In answer to the question regarding our next fiscal year, many customers want to invest and think that they 
must. Whether or not they will actually do it depends on the status of the COVID-19 and the economic 
situation. 

Therefore, we are not letting our guard down, but overall we will be in a positive direction, better than this 
year. As I mentioned earlier, the IDC survey data show that the market is expected to grow more than this 
year. 

Moderator: Thank you very much. Here is the next question. 

“Please explain how much the newly consolidated Enisias contributed to earnings in the software 
development segment.” 

Nemoto: This is the first year for Enisias, and up to the third quarter, we probably have sales of approximately 
JPY700 million to JPY800 million and profits of JPY30 million, which are still small figures, but they are working 
in an area that focuses on cloud computing, and they have a lot of inquiries. In that sense, I think that an 
incredibly good company has joined our group. 

Moderator: Thank you very much. Next question. 

“How much of an impact have unprofitable projects had on profits in the Software Development Segment?” 

Nemoto: In terms of the negative impact on profits, the total for the entire group is less than JPY100 million 
for this fiscal year. We have two or three projects of JPY30 million or JPY50 million. Compared to previous 
years, the smaller the number the better, but as we are working on various projects on such a large scale, 
things do not always go as expected, so I think the number is much smaller than usual. 

Moderator: Thank you very much. Next question. 

“In the area of embedded software development, your revenues from information appliances and others are 
weak, but what are the trends in orders received?” 

Nemoto: Information appliances are still relatively strong, but regarding "others" you say, I mean heavy 
electric machinery, there are some companies that do not create home appliances but heavy electric systems, 
and they are not doing as well as usual. 

Heavy electric machinery, such as railroads and electric power companies, is handled by the manufacturers. 
In this environment, I have heard that our customers are also finding it difficult to invest. 

In the area of home appliances, such as TVs, we do not see such a large negative impact. 

Moderator: Thank you very much. Do you have any other questions? 

It seems that all the questions have been answered, so this concludes the question-and-answer session. 

Lastly, President Nemoto would like to make a few remarks. 

Nemoto: Thank you very much for taking time out of your busy schedule to attend our financial results briefing 
today and for listening until the end. 

This fiscal year started off with the COVID-19 pandemic in April, and the first quarter of the year was very 
confusing for us and our customers. However, since about the second quarter, we have gotten used to how 
to work and conduct business under the outbreak, including telework, and are getting back to normal now. 
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All of us are still in a state of emergency, and there are many industries and companies that are in a difficult 
situation. I feel that our company is truly fortunate in that sense. 

We will continue to focus on doing our own best work, hoping that the day will come soon when the COVID-
19 will be resolved and the whole of Japan and the whole world will be healthy again. 

Thank you very much for your time today. 

Moderator: Thank you very much, President Nemoto. 

This concludes the financial results briefing for today. Thank you very much for watching until the end. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. 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 
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information contained in this event transcript. This event transcript is published solely for information 
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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. 
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