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Presentation 

 

Moderator: Ladies and gentlemen, thank you for your patience. CRESCO LTD. will hold its financial results 
briefing for the fiscal year ending March 31, 2021. Thank you very much for taking time out of your busy 
schedule to watch today's briefing. 

Today, after the presentation by the Company, there will be time a question and answer session. After the 
explanation, the Company will respond to the questions you have sent. Please note that it may be difficult to 
answer all questions due to time constraints. We appreciate your understanding in advance. The briefing is 
scheduled to end at 4:00 PM. 

I would now like to introduce today's speaker. We have Hiroyuki Nemoto, the President.  

I would like to start immediately. President Nemoto, thank you very much. 

Nemoto: I'm Nemoto, the President of CRESCO LTD. Thank you for participating in today’s analyst briefing on 
our financial results for FY2021. 

I will be speaking for about 40 minutes, using a PowerPoint. In conjunction with the announcement of the 
financial results, a new management vision and mid-term management plan have been launched this fiscal 
year, and I would like to talk about these as well as other topics for about 40 minutes. 

Now, let me get right into the explanation. 
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This is the point about settlement. 

Regarding sales and profits, although the number of coronavirus infections is still on the rise, business 
confidence is improving in our industry and in our company, and sales are on a recovery trend. 

The most difficult part was 1Q of the last term, and 1Q was quite confusing. Both our customers and we were 
in a state of confusion, but since the summer, or maybe since 2Q, we have become much more accustomed 
to the way business is conducted during the coronavirus crisis. 

Although we still have a lot of face-to-face and online business meetings, we are getting used to it and the 
number of new sales is steadily increasing. 

As for the second point, operating income was low in 1Q due to the confusion, but it improved to 8.8% for 
the full year. 

If you look at 4Q alone, it means that the rate is over 10%. I think we have been able to minimize the number 
of unprofitable projects and improve productivity even during telework. 

Net income was the highest for 7 consecutive fiscal years due to an increase in extraordinary gains from the 
sale of investment securities and other factors. 

As you can see in the middle of this page, we were able to achieve a slight increase in sales for the full year, 
with net sales of JPY39.7 billion, a 100.9% increase over the previous year. 
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Operating income was JPY3.48 billion, 98% of the previous year's level. Ordinary income was JPY4.1 billion, 
110.5% of the previous year's level. Net income was JPY2.63 billion, a 10.8% increase over the previous year. 

 

Next, regarding the amount of orders received and the order backlog, we have been able to improve the order 
situation to the same level as the previous year because we are now able to proceed with our sales activities. 

As I will say later, the wave of DX, or Digital Transformation, is coming, and I see that as a driving force. 

Of course, each customer has their own investment intensity, but overall, I think there is a bit of a tailwind 
blowing. 
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Next is net sales and income by segment. 

Regarding software development, the public services segment, was severely impacted by the coronavirus and 
saw its sales drop to 85% of the previous year's level. On the other hand, the finance was 113%, 
distribution/other segments were 106.8% YoY, resulting in an overall increase of 2.5%. 

Segment income has also improved by 1.8% and will continue to increase, it seems.  
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Next, the embedded software development business was affected by the decline in the first half of the fiscal 
year, resulting in a 6.1% decline in overall sales. 

Looking at the contents of the report, sales of communication systems were almost unchanged at 102.5%, car 
electronics at 95%, and information appliances and others at 91.5%. As for information appliances, etc. and 
others, information appliances themselves were not so bad, but projects related to charging systems were 
affected by the cancellation and postponement of some projects. 
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I would like to talk about the outlook for the current fiscal year ending March 31, 2022. 

As for the information service industry as a whole, as written at the top of the page, we can expect a rebound 
from last year's negative growth. 

The digitalization of companies is accelerating during the coronavirus crisis as well. In short, I feel that we 
have entered an era of full-scale digital transformation. 

Telework and remote development have been firmly established in the past year as a way to prevent infection, 
so I believe that business activities have been less hindered by the coronavirus. 

The momentum for digital promotion is growing, and I think orders are on the rise. 

With the establishment of the Digital Agency in September and the creation of Digital Day, the government is 
expected to take this opportunity to create business opportunities for digital transformation and DX 
throughout the country in the next few years. 
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Next, I would like to talk a little about our company's outlook. 

First of all, we have been responding to the coronavirus since February last year. We have been updating our 
website as needed and sending out instructions to our employees and group companies. 

As I mentioned earlier, we are now in a situation where we can manage the business itself even with the 
coronavirus. Since October 1 last year, we have strengthened our telework system, and have been providing 
various benefits and reforms in various ways to improve the way we work. 

In fact, during this Golden Week, there were quite a few project rooms that were not in use, so we took 
measures to consolidate and optimize the space. 
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However, I believe that there are still business risks and negative aspects. 

I think the impact on the information service industry itself will be limited, but now that the state of 
emergency has been declared, some of our customers are restricting their economic activities. 

Under such circumstances, although this fiscal year is not a V-shaped recovery, there are still a few customers 
who say that our investment efforts to do better has dropped a little. 

Therefore, I believe that our investments into IT will be affected by the business conditions of our customers. 

However, as I mentioned earlier, I believe that there are more positive aspects in the overall picture. 
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Next, let's talk about the positive side. 

As I will talk about later, this fiscal year, April 2021, our company will start a 10-year long-term vision, " CRESCO 
Group Ambition 2030." 

In order to realize this vision, we have also formulated a medium-term management plan for the period from 
2021 to 2023, called the Medium-Term Management Plan 2023. Based on this, we will be promoting our 
business activities this year. 

We see a slight improvement in the future outlook and predict that the digital transformation will accelerate. 

I haven't written about it here, but the news that came in this week is that this year, the Ministry of Economy, 
Trade and Industry (METI) has started a system to certify DX certified businesses. 

This is not just for the information services industry like ours, but for all industries, and companies that are 
promoting DX in their companies and are well prepared to do so are certified as DX-certified businesses. 

This week, we received the news that our company has also been certified as a DX certified business from this 
May. The details were released yesterday on the website, so please have a look. 

In the previous vision, "CRESCO Ambition 2020," which covers the period from 2016 to 2020, we advocated 
"Lead the Digital Transformation," which means that we will lead the digital transformation of our customers. 
We have been advocating this since the past, and thus we have been investing in digital transformation within 
our company for several years. 
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Despite the coronavirus, I think we were able to make a relatively smooth transition to telework. 

We would like to expand our business activities in such a way that we can provide our customers with more 
of these achievements. 

 

The following explanation is provided. This is the consolidated earnings forecast for the current fiscal year. 

Despite the coronavirus, we do not expect it to be a major obstacle to our business. 

I feel that this is a big difference from the start of last year, or even a year ago. 

We expect orders to improve as well. 
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However, since we do not know what will happen, we have made the following predictions based on the 
information currently available. 

As you can see on the bottom right, the consolidated net sales for the FY2020 are shown below. 

Sales were JPY42.4 billion, 106.8% of the previous year's level. Operating income was JPY3.85 billion, or 
110.5%. Ordinary income was JPY4.2 billion, or 102.4%. Net income was JPY2.85 billion, or 108.2%. These are 
the forecasted values. 
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As for the dividend, as you can see in the middle of the top page, we are forecasting an interim dividend of 
JPY20 and a year-end dividend of JPY20, resulting in a total dividend of JPY40. 

Incidentally, we had announced that the year-end dividend for the FY2021 would be JPY18, but we revised it 
upward to JPY20 in March. 

The decision on the dividend of JPY20 was made at today's Board of Directors meeting, so this JPY20 has been 
officially decided now. 
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Next, I would like to talk about management policies and issues to be addressed. 

As I mentioned earlier, our management policy is "CRESCO Group Ambition 2030," a 10-year management 
vision for the year 2030. 

As you can see here, the Cresco Group will “develop the best technology and framework for an exciting future 
that the people want to envision.” This is our vision for the next 10 years. We spent almost a year reviewing 
this management vision with the participation of Group employees and outside directors. 

The management targets for the 3 years from 2021 to 2023, which I will explain in more detail later, are as 
follows: Consolidated net sales of JPY50 billion, consolidated operating income of JPY5 billion, and ROE of at 
least 15%. 

This will be the management target of this mid-term plan 2023. 

The issues to be addressed are on the right, and this is what we are going to do this year. It has not changed 
that much from last year's sense of challenge. There are some changes in priorities and expressions, but 
nothing major. 

Later, I would like to explain the status of issues to be addressed in a form similar to the final version of last 
year's report. 
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I would like to explain our mid-term management plan. 

These are the basic and priority strategies. As underlined in pink, we have formulated the Medium-Term 
Management Plan 2023, which covers the 3-year period from 2021 to 2023. 

We have 2 major strategies: One is to strengthen the foundation of our business through 3 basic strategies, 
and the other is to work on 3 priority strategies to create new business pillars. 

I'll talk a little bit about this from the basic strategy below, which is to make our core business areas stronger. 

In terms of the expansion of IT services, I will explain a little more later, but from this fiscal year we have 
slightly changed the way we divide our business segments. We decided to refer to embedded software 
development as IT services. 

Then, on top of that, we have digital solutions, so-called service-type businesses, where we receive usage fees 
or license fees. In other words, it is a subscription model. We call it digital solutions. 

Therefore, we will continue to focus on the 2 pillars of IT services and digital solutions. 

At present, however, the majority of our business is in IT services, and we will continue to expand our IT 
services. We will divide our efforts into 3 segments by customer and industry: enterprise, finance, and 
manufacturing. 
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We have always placed great importance on the quality of the services we provide to our customers, especially 
in the area of IT services. So, we will continue to strengthen quality by continuously improving and 
implementing management processes that respond to new technologies and changing needs. 

Also, we are strengthening our capabilities. We will expand business through new and priority technologies. 
Right now, these priority technologies are AI, cloud, and agile. 

Then, I would like to talk about the priority strategy in the middle. 

The priority strategy is to create new business pillars. We have created a new segment called "Digital 
Solutions" and are strengthening this segment. We're going to double or triple sales here. We also created a 
unit that specializes in this area. We launched it this April. 

Also, we will be investing in expanding new digital solutions. 

In addition, I mentioned earlier that we are a DX-certified company, and in order to deepen our flexible 
management, we are aiming to be selected as a DX stock by METI and TSE. The point is to become a company 
that is able to publicly and properly implement, promote, and lead the world with DX. Then, we are going to 
strengthen the cooperation of the group. 

The right side of the table focuses on human-centered management. We have been awarded as an Excellent 
Health Management Corporation for the past 2 years, and we are constantly working to become one of the 
top companies in this category. We also need to improve the human resource development of the next 
generation. This is the kind of strategy we would like to pursue for the next 3 years. 
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Looking ahead, we are aiming to become a company with sales of JPY100 billion by the end of FY2030. 
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I have just described the steps towards 2030, and this fiscal year is the first year of the Medium-Term 
Management Plan 2023. 

The first step is to bring sales up to JPY50 billion in the next 3 years. 
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The business segments were discussed earlier. IT services are divided into 3 areas. 

Although I have written many things about it, I still think that we need to increase the number of customers. 
In this coronavirus crisis, there are customers who have no choice but to limit their investment since their 
core businesses are not doing well, so we need to acquire a variety of customers on a regular basis. 

Naturally, since it is an IT investment, there are ups and downs for each customer. Therefore, I believe that 
we need to grow by constantly acquiring new customers. 

Then there are the digital solutions mentioned below. This means that we will continue to expand our digital 
solutions. I think we need to strengthen our marketing and planning as well as expanding the products we 
sell. 
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As I mentioned earlier, we are aiming for these figures in our management targets for FY2023. 
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Our management vision and mid-term plan 2023 are already available on our website, so please take a look 
at them for more details. 
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Next. I will explain a little about the supplementary materials, etc. 

This is the B/S, which you can see if you look inside, so I will omit the explanation here. 
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Here is the cash flow situation. We will omit this explanation as well. 
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In terms of issues to be addressed, I would like to talk orally about some of the topics that arose from the last 
year’s 4Q up to this April. 

The first is the formation of new businesses and the research and development of new technologies. In terms 
of DX, I think the RPA-related business was very active throughout the year. Many results were achieved 
throughout the year, including new customer inquiries from the seminar, orders received, and dissemination 
of case study topics. 

We also have a group company, Creative Japan, which has developed and commercialized an IoT solution with 
a CO2 sensor as a coronavirus countermeasure. We started selling this solution at the end of last year. 

In the field of digital solutions, which was referred to as service businesses before, we established the business 
enablement service unit in April as an organization dedicated to promoting digital solutions. It is an 
organization dedicated to the planning, development, and sales of digital solutions. 

Somewhat related to this, we donated JPY100 million to March to a venture company from Hokkaido 
University, which we have had a relationship with for some time. They are promoting AI research at their 
university, and the funds will be used to accelerate their research. 

In addition, their professors are our advisors, so we will continue to seek his advice in the area of planning 
and promoting digital solutions. 

Also, with the establishment of the Digital Agency, a new “Digital Day” will be held on October11 this year. In 
conjunction with this, we are going to hold a Cresco Fair, where we will present Cresco Group’s technologies 
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and ideas in a digital space. In conjunction with this, we decided to hold a Cresco Fair for children, the 
Children's Cresco Fair, which coincides with the Digital Day. 

In terms of disseminating new technologies, we have been doing this for about 10 years now, and we have an 
Engineers' Blog, on which our engineers make posts every week, and this blog has the highest PV on our 
website. It has grown to about 100,000 per month. I think that appealing to people outside the Company will 
lead to human resource development as well. 

Next, I would like to talk about the second topic, acquiring new customers and strengthening relationships 
with customers. 

In the second half of last year, new inquiries from seminars, group companies, and referrals from existing 
customers have become more active, and needs are becoming more apparent. There are many people who 
are having trouble with DX and want to know how to proceed. We would like to respond professionally get 
new orders. 

One of our existing customers is Forum Engineering, a staffing agency. Then there is Asahi Mutual Life 
Insurance Company. The 2 companies mentioned our company in an article that was published outside the 
Company as a case study of DX. I'm very happy about that. 

We have linked to the article as a topic on our website, and we would like to continue to share the results of 
this kind of work with our customers. 
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It means providing iron plate quality. 

There have been no major trouble projects throughout the second half or 4Q. However, the volume of orders 
is on the rise this fiscal year, so we would like to continue to monitor priority projects and respond to problems 
in a fast manner. 

The fourth is the pursuit of productivity. 

As the coronavirus crisis continues, we got used to remote development work. We are aware that we have 
achieved a certain level of productivity. 

However, I think there are still some issues to be addressed in terms of sharing knowledge at the start of a 
project and fostering a sense of unity in the team. 
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The fifth point. This is to secure human resources for development tasks. 

Some departments are experiencing a shortage of workers. In particular, there is a staff shortage for a 
project’s initial phase, so I think we need to devise ways to receive work and create a system. 

The sixth point is the recruitment and development of human resources. 

The hiring of new graduates for next year, 2022, is already underway. Next year, we plan to increase the 
number of new graduates slightly compared to this year, with the goal of hiring 100 new graduates on a stand-
alone basis in 2022. 

Also, our internal technical community is very active now that it is very much on an online-basis. 

There have been many cases of people from all over Japan participating in technical community activities held 
by people in Hokkaido, and I feel that online and telework has changed the way we train people. 
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Next, the promotion of work style reforms. 

Last month, an article in the Toyo Keizai online magazine ranked the companies with the highest paid leave 
utilization rate, and our company was ranked 87th. We are ranked eighth in the information and 
communication industry. 

However, in FY2020, the percentage of employees using paid leaves has declined, probably due to the increase 
of telecommuting. This seems to be the case in the world as a whole. However, we would like to implement 
new measures this year to encourage employees to take paid vacations. 

Th eighth point is the promotion of health management. 

Recognized as an Excellent Health Management Corporation 2021. We have also decided to introduce a health 
promotion allowance for those who achieve the standard, including non-smokers, as mentioned here. 

In March, we also made a donation of JPY100 million to the Japanese Red Cross Society to support medical 
personnel engaged in the prevention and treatment of coronavirus infections. 
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The ninth point, diversity initiatives. 

2 women were promoted to division managers in April. We now have a total of 3 female division managers. 

Also, I'm not sure if it's related to diversity or not, but one of our employees won the national finals of the 
inter-company golf individual competition. We are trying to hire employees with unique abilities through our 
unique hiring program. It is also available on our website. 

Point 10 is to promote M&As and alliances, as well as to strengthen management of group companies. 

There is one project in progress regarding M&As. Well, there are always several in progress, but there is one 
that is well underway. 
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The 11th point, the promotion of corporate governance. 

We are in the process of preparing for the launch of the Compensation Committee, which will determine the 
compensation of directors and executive officers. The committee will be composed mainly of outside 
directors, and we are planning to make it functional from this fiscal year. 

We are also considering the introduction of a skill matrix for directors. 

The 12th and final point is the optimization of the business portfolio and flexible organizational management. 

As I mentioned earlier, we have changed our business portfolio, and we will be reporting on the new portfolio 
from August, when we announce the financial results for 1Q. 
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Next. I would like to talk a little bit about other disclosure items, namely the personnel of directors. 

This was already announced on April 26, but it should be noted that among the retiring officers on the right 
side, Iwasaki will be stepping down. 

He is the founder of our company and has been the president and chairman for 33 years. He will be stepping 
down from the Board of Directors completely, but plans to remain with the Company as honorary chairman. 
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Also, on May 10, we released the content that I have been talking about, as the segment has changed. 

I will skip the explanation of this part, so you can see it later. 

That's it for my presentation. 

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

 

Moderator: We will now have a question-and-answer session. 

I will now read your questions. 

First, you asked how much of targeted sales of JPY100 billion for FY2030 will come from digital solutions. 
Please. 

Nemoto: We have not set a specific target for the year 2030 yet. However, as of now, the current amount is 
roughly JPY1.5 billion. 3 years from now, in 2023, we would like to raise this to between JPY4 billion and JPY5 
billion. 

I think there are many ways to achieve this, such as developing new digital solutions or forming M&As with 
companies that have such capabilities. That's how we see the figures for the next 3 years. 

Moderator: Thank you very much. Next question. 

In the "Expansion of Digital Solutions" section of the presentation, you mention that you are developing new 
digital solutions and expanding your lineup through alliances. Please give us more details. Please. 

Nemoto: As I mentioned earlier, we are working on digital solutions, but our annual sales are still about JPY1.5 
billion, so I think we need to strengthen our existing products and sell them. I think that cloud computing, RPA 
automation, and other areas will continue to grow. We believe that even existing ones will grow. 

I think we need to do a lot of marketing to find out what new fields we can enter. In terms of technology, I 
think AI will be relevant. I think that there will be something coming up using AI. 

Specifically, we don't have any new digital solutions that we are developing at the moment. I'm still doing a 
lot of marketing and trying to figure out what the needs are. 

We are also looking into the possibility of joint ventures with other companies. 

Moderator: Thank you very much. Next question. 

Your question is how much of the JPY50 billion in2023 will come from M&A. Please. 

Nemoto: In M&A, there is always a partner, so whether it goes well or not is a matter of coordination with 
the partner. We would like to use M&A to grow our business to at least JPY2 billion to JPY3 billion in sales. If 
it is larger, that is fine, but I think it depends on the project. 

Moderator: Thank you very much. Next question. 

We are looking forward to the growth of digital solutions. Please tell us about your company's long-term 
business strategy. Today, migration and modernization, especially in large enterprises, is transforming legacy 
systems into cloud-based and app-optimized ones. 

I believe that the IBM system, which is your company's specialty, will expand its market share in this current 
trend, but do you have a strategy to strengthen overseas ties such as with AWS, Azure, Salesforce, and SAP, 
as well as domestic ties such as with Cybozu? 
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The question is about how to position Cresco e-Solution within your group if you were to strengthen ties with 
SAP. Please. 

Nemoto: We have been working with IBM since the Company's founding, and IBM has been spreading new 
technologies such as large-size computers, UNIX, various new middleware, and more recently, Watson AI 
technology. While working together, we have been learning new technologies and providing these to our 
customers. 

However, recently, as I mentioned, there has been a shift to the cloud, and the number of jobs in the cloud, 
led by Amazon, is increasing dramatically. In terms of Amazon, we have been an Amazon AWS partner since 
2012, and we now have more than 200 engineers and qualified personnel, so our position as a partner within 
Amazon is quite high. It is very much a job. 

However, the scale of each individual project is smaller than that of IBM's legacy systems. However, I am still 
doing quite a bit. It is growing at a very fast pace. 

As for Microsoft Azure, we have been using it for the past 3 to 4 years, and a large part of our internal system 
is actually running on this new technology.  

I think it was on our website today, but we have obtained the status of Microsoft Cloud Partner Gold or 
something like that. It has also been announced in Microsoft's cloud case study, so I think that will grow 
considerably in the future. 

As for Salesforce, we don't do it ourselves, but our group company did a M&A with company called Initias last 
year, and we have dozens of Salesforce development engineers from them. 

As for SAP, we have been working with Cresco e-Solution for more than 20 years now, and we have been 
trying to acquire more and more direct end users through marketing.  

For the past 5 years, we have been increasing our sales quite a bit, but since there is a certain amount of risk 
involved in projects with direct end-users, we had some quality issues and cost overruns in the previous years, 
so we were struggling. The last fiscal year was much more profitable, and we're back on track. I think we have 
a lot of inquiries. I hope to do my best here and grow our business further. 

So, as already in the question, IBM is doing legacy work, but new cloud-based work is also growing at a faster 
rate than that. That's all. 

Moderator: Thank you very much. 

Now that the time has come, we will conclude the question and answer session. 

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

Nemoto: Thank you very much for taking time out of your busy schedule to participate in the briefing session 
today. 

The coronavirus is still causing inconveniences in the world, but fortunately in our industry, in our company, 
we feel that the DX wave is coming, and we will do our best to make our business more exciting and meet the 
expectations of our investors. 

Thank you for your continued support. 

Moderator: Thank you very much, President Nemoto. 
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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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