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Presentation 

 

Moderator: Thank you for your patience, everyone. CRESCO LTD. will hold a financial results briefing for the 
third quarter of the fiscal year ending March 31, 2022. Thank you very much for taking time out of your busy 
schedules to join us today. 

Today, President Hiroyuki Nemoto will present the financial results for the third quarter of the fiscal year 
ending March 31, 2022, followed by a question-and-answer session. 

Let’s get started right away. Thank you, President Nemoto. 

 

Nemoto: I am Nemoto of CRESCO. Thank you for participating in today's financial results briefing. I would like 
to provide an explanation at a rather slow pace for about 30 minutes, and then we will move on to 20 or 30 
minutes of question-and-answer time. 

I will now begin to explain the financial results. These are the main points of the consolidated financial 
statement. 

In terms of sales and profits, I believe that against the backdrop of the digital transformation and the 
normalization of economic activities, customers' IT investments have been increasing very steadily. 
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Some of our customers, such as those in the travel and air transportation industries, have been affected by 
the coronavirus, but we have seen an increase in sales with our main customers and major customers, and 
our capacity utilization continues to be very high. 

Net sales increased by 11.7% through the third quarter, and operating income increased by 37.9%, reaching 
a record high. 

Both sales and profits increased, but SG&A expenses were not fully covered, especially in the first half of the 
year when the state of emergency continued for a long time, so we were not able to cover the expenses for 
business trips and events. As a result, our operating income ratio is now 10.2%, which is above the 10% target 
of the medium-term management plan. 

The cumulative total up to the third quarter, the black area in the middle of the chart, shows net sales of 
JPY32.4 billion, operating income of JPY3.2 billion, ordinary income of JPY3.6 billion, and net income of JPY2.5 
billion. 

 

The next item is the number of orders received and the order backlog. 

As I mentioned earlier, we have received a lot of requests from customers, and orders are growing steadily. 
This means that as sales are growing, simultaneously the number of orders is growing considerably and the 
order backlog is also growing. 

As you can see in the angle brackets on the right, the total number of orders received increased by 115% 
compared to the total number of orders received in the previous year. 
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This section explains sales and profit by segment. 

From this fiscal year, we have changed the way we divide our segments into two major segments, IT services 
and digital solutions. 

For IT services, we have three sub-segments: enterprise, finance, and manufacturing, depending on the type 
of customer. 

As for the definition of IT services, as in the past, IT services are categorized as businesses in which engineers 
operate to create various products or develop systems. 

In terms of technology, our IT services naturally include cloud computing, AI, and other technologies that are 
being used and highlighted in the current DX wave. In terms of the IT services segment as a whole, sales 
increased by 10.3%, which is quite a recovery from the almost flat sales growth in the previous fiscal year due 
to the impact of the pandemic. 

Segment income increased by 29.4% due to the increase in sales and the significant increase in utilization, 
which resulted in improved productivity and the minimization of unprofitable projects. 

Enterprise consists of human resources and the transportation industry. This will be logistics. There’s also 
travel and hotels. In our main business of travel and hotels, we continue to face a very difficult situation in 
terms of customers, but we have been able to participate in Go To Travel and other national programs, and 
things are looking up a little compared to last year. 
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In addition, orders in the construction and real estate sectors are recovering, resulting in a 6.9% increase in 
sales. 

In the financial sector, we received an order for a large insurance project, which was the first year of a 
customer's three-year plan to promote DX as part of its mid-term plan. There was also growth in securities, 
credit card, and other projects, resulting in an overall increase of 10.1%. 

In the manufacturing division, we are seeing an increase in the number of machinery and electronics projects, 
and in July last year, a subsidiary company called OEC, which handles embedded systems and manufacturing 
customers, joined the Group. Due in part to the effects of this relationship, sales increased by 17.3%. 

In terms of the manufacturing industry, there is also a large segment related to automobiles, but the 
automobile industry is either flat or slightly negative at present. This is due to the shortage of semiconductors, 
which has been reported in the news and other media, and the fact that it has been difficult to manufacture 
automobiles and auto parts as expected for the past year. So, although it seems that the bottom has been 
reached, compared to the previous year, the situation is still flat or slightly negative. 

As you can see in the cumulative total for the first three quarters of the fiscal year, enterprise sales were 
JPY13.4 billion, financial sales JPY10 billion, and manufacturing sales JPY7.5 billion, for a total of JPY30.9 billion. 

 

Next, the digital solutions business. 

In our company, the IT service business is referred to as the digital solutions business, which are businesses 
other than those in which engineers are paid for their work, such as selling licenses and services, rather than 
manufacturing. 
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The main product service is written in the middle, which is a cloud-related brand called Creage. Below that, in 
the area of RPA, we have a product called UiPath, which is the number one product in the industry. This is 
license income, and the other is annotation, which is an AI-related service. We also categorize education, 
seminars, and other such activities as digital solutions businesses. 

Sales through the third quarter were JPY1.434 billion, and sales of the cloud service Creage and RPA licenses 
are increasing, which means that this area is stock. There are some temporary sales, but there are also usage 
fees, annual license fees, license usage fees, and other stock businesses that are growing rapidly. 

Compared to the previous year, sales increased by over 50%. 

 

This is the outlook for this fiscal year. We believe that the impact of the pandemic will be limited in our 
industry. 

At present, 100,000 people in Japan are suffering from the Omicron variant every day, so the mood is a little 
gloomy compared to a month ago, but I believe that the wave of digital transformation will continue. 

There are a number of surveys of economic assessments that I refer to below, and I have seen that many of 
them contain such descriptions and explanations. 

So, I feel that the trend is continuing to increase in terms of orders. In the third quarter, after the state of 
emergency was lifted, many of our sales staff visited our customers and talked about their investment plans 
for the next fiscal year starting April 2022, and it can be said that overall, there was an upward trend. As of 
now, I don’t think there will be any hindrance to our business activities. 
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I believe that it will be a challenge to train and secure human resources and to strengthen the development 
system. 

 

We have been taking various measures to deal with the pandemic since the first wave in April of the year 
before last. 

In particular, since the spread of Omicron in January, we have been taking measures such as promoting 
telecommuting more and more, and granting vaccine leave again so that people can receive the vaccine as 
soon as possible. We’ve also instructed to refrain from business trips and dinner events. 

However, unfortunately, the situation is the same as other places, and since the middle of January, about 30 
people alone have been infected. We have instructed our employees that even if they are infected, as long as 
they are able to work from home and feel okay to work, they will be allowed to do so, so that their work will 
not stagnate. 

However, if the current situation drags on for two or three more months, I am somewhat concerned that it 
may affect the attitude, or affect the willingness of customers to invest in the new fiscal year. 
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As for the outlook for consolidated business results, we are now making better progress than we had originally 
expected. 

However, we are still in the process of closing the accounts for January and the monthly accounts, and we are 
in the process of gaining a grasp on the business forecasts with more precision. It is expected to be higher 
than the figures that have been announced. 
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The announced figures are JPY42.4 billion in sales, JPY3.85 billion in operating income, JPY4.2 billion in 
ordinary income, and JPY2.85 billion in net income, but we expect the figures to go up. 

We would like to make announcements as necessary when the numbers are finalized. 
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We have also maintained our consolidated dividend forecast. 

 JPY20 for the interim and JPY20 for the year-end, totaling JPY40, and our policy is to link dividends to profits, 
so we will consider increasing dividends when the profit outlook becomes clearer. 
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This is about the mid-term management plan. 

This is the first year of our mid-term plan, a three-year mid-term plan. 

At the end of three years, we are aiming for consolidated sales of JPY50 billion, operating income of JPY5 
billion, and ROE of over 15%. 
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I would like to briefly explain what progress has been made on these three priority strategies and three basic 
strategies. 

As for issues that I will discuss later. There are some areas that overlap with the responses to the issues, so I 
think I will omit some explanations for those areas that overlap. 

In terms of basic and priority strategies, as I mentioned earlier, we will strengthen our digital solutions 
business, evolve flexible management, and deepen our human-centered management. 

The basic strategy is to expand IT services, enhance quality, and strengthen technology. This means that we 
will continue to do what we have been doing for a long time and make it even stronger. 
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In order to strengthen our digital solutions, we have signed a distributorship agreement with SOROBAN, a 
company that provides new services and cloud services for GPU AI and other analytical data analysis. 

As AI is expected to expand in the future, we have entered into a distributorship agreement with a market 
need for such a high-performance computer cloud service. 

Then there's UiPath. As for RPA, our employees here are MVPs, and I have written about their various efforts 
and activities. 

And then there are events. While this is an online event, we hold exhibitions and lectures. 

In addition, we have decided to deepen our flexible management, and although the market will change in 
April, we have decided to go to the prime market. Also, we have announced that we will be changing president 
this April. We'll talk more about it on this next page. 

In terms of the evolution of human-centered management, there was an online event called Cresco Fair 2021, 
which is like an exhibition in which all group employees participate. It is a rather large event in October, where 
we make various things and exhibit them using new technologies, exhibit various digital solutions of the 
Cresco Group, and have outside celebrities give lectures. 

In addition, for Cresco Adventcalendar2021, we have been running an engineering blog for 10 years, and we 
basically publish one technical article a week, however in December from the first to the 25th, our active 
engineers publish a blog everyday about a variety of topics, so it is one of the most popular pages on our 
website. 
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In addition, there is an ophthalmology AI contest that has been held by the Japanese Ophthalmological Society 
since five years ago, and our employees have won awards there among other things, and we have also given 
a lecture at the Japan Embedded Systems Technology Association, so our events participate in a variety of 
external events. 

 

I'll talk about the role of the president on the next page. This was sent out on December 20th of last year. 

The new president, Hiroshi Tominaga, who is currently the Senior Managing Director in charge of Technology 
and Quality Management, will become president on April 1. 

For my part, I'll be the Chairman of the Board of Representatives, and I'll be overseeing the Group. There are 
12 group companies, so I’ll be watching over the Group companies. 

Thus, next year, we will have Tominaga to manage all of the stand-alone operations. 
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This is the progress of the basic strategy. 

In the area of IT services, there is a lot of news, but due to the situations surrounding our customers, there 
are many things we cannot talk about. One thing that I can talk about is a developing company called Cresco 
Vietnam. The developing company in Vietnam is gradually increasing its operations, and the number of 
employees has been increased to 90, nearly 100, in the third quarter. 

Regarding quality improvement, we have renewed the contents of quality and project management education, 
and we are providing e-learning contents to all our employees. 

Also, we are working with Nagoya University to strengthen our technology. We have been sending people to 
Nagoya University for a while now. We have started joint research on embedded security, specifically on the 
security of embedded products, and we are working together on teaching materials to educate our engineers 
on embedded security, or in other words, conducting PoC together. 

Embedded security is a very key technology in the software that will be embedded in various products in the 
future, so we need to increase the number of engineers in this area. 

And, as I mentioned earlier, ophthalmology. We have published several papers and other materials on 
classification using machine learning on analyzed images in ophthalmology. 

That concludes this section. 
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Next, I would like to explain some of the issues that need to be addressed, although some of them overlap 
with what I just mentioned. 

Firstly, as I mentioned earlier, in the third quarter, the state of emergency was lifted and we were able to 
revitalize our customer visits. I think it was doing well, but it has come to a halt again since the middle of 
January, which is unfortunate, but I have a relatively good feeling about it and a good feeling about the next 
term. 

We also have a number of group companies and business partnerships, and I think we have made a lot of 
progress in terms of joint proposals and coordination with them for new customers and projects. 

The second is the expansion of the digital solutions business and the research and development of new 
technologies, for example things I mentioned earlier like the Cresco Fair, becoming a distributor for a GPU 
cloud service called SOROBAN, giving various external lectures, and continuing to post Adventcalendar articles 
on our engineering blog every day for 25 days. 
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The third item is the promotion of M&A and alliances, and to strengthen the management of group companies. 
We are continuing to work on various new M&A projects, but we are not able to discuss anything new at this 
stage. 

However, this past January 31, we announced that we would integrate three group companies in order to 
achieve further growth of the Group companies. On July 1, three companies, N-system, ARS, and NEXUS, will 
be merged into a 200-person company. 

When we think about future growth, we think it would be better to work together, and that is what we are 
working on as a project right now. 

The fourth is the improvement of the environment for recruiting and training human resources. I think this is 
related to where we talked about embedded security with Nagoya University, and where we completely 
renewed our quality control system. 
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Fifth, the promotion of DX and the realization of flexible management. This is an internal matter, but we have 
also started updating our system to support electronic forms. Operation will start in April, so we have already 
started work. We also want to think seriously about what we, CRESCO, can do in terms of DX, so we are 
starting to conduct training for senior management. 

The sixth item is the promotion of health management. Here is where we have e-learning. We have health 
management self-care training for all employees, walking events, and we also have a dedicated public health 
nurse, but we need a column for the nurse. Those are things we are developing quite a bit. Regarding the 
public health nurse's column, it was distributed to all employees approximately 15 times by the third quarter. 
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The seventh is the promotion of work style reform and the creation of a healthy working environment. In 
December, there was the 5th Nikkei Smart Work Management Survey in the third quarter, and we received 
three stars. We’re not quite there yet, though, because there is a maximum of five stars. One of the items on 
the list was the ability to utilize human resources, and we received an A++ in that area. 

Then there's the area of the Shinagawa head office business unit. Since telework has already been fully 
adopted, we are in the process of changing the layout and implementing other renovations from the third 
quarter to the fourth quarter. We are planning to go ahead with a completely free address system. 

In terms of strengthening quality, as I mentioned earlier, we have started to revamp and begin training on 
quality management and project management. 
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In the pursuit of productivity, there is no particular story to mention. 

Regarding the 10th item, securing human resources for development and strengthening the system, as I 
mentioned earlier, the offshore base in Vietnam is steadily growing and the system is being strengthened. 

We are also working to strengthen the coordination of development resources among group companies. 
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As part of our diversity initiatives, in the third quarter, we held an external training program for female 
candidates for management positions, with one person at the general manager level participating. 

As for the promotion of corporate governance, number 12, there is nothing special to mention at this time. 
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This is the optimization of the business portfolio and flexible organizational management. This is for not only 
CRESCO alone, but as I mentioned in the second quarter, we have been strengthening the sales collaboration 
among group companies, and in this sense, I think that we have been able to streamline and strengthen group 
collaboration in a very good way. 

That's all that I have for you. 

Thank you very much for your attention. 
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Question & Answer 

 

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

Now, there was a question asked before we began, so I will read that now. 

Please tell me about the intention and background of the change of the president. Thank you. 

Nemoto [A]: Regarding the intent behind changing the president, the most important thing was that I had 
been in office for eight years, almost eight whole years, and I decided that it would be better to have a new 
leader in order to revitalize the entire organization. Also, I am the president now, and I oversee all of the 
companies in the Group as well as the stand-alone company, but the volume of work has increased 
considerably with 12 companies in the Group, so I have decided that it would be better to divide the workload. 
Our primary goal is to revitalize the organization. Does that answer the question? 

Moderator [Q]: Thank you very much. Next question. 

Things appear to be doing very well against the full-year plan, especially in terms of profits. There is no change 
in the full-year plan, but I would like to know what kind of risks you expect. Thank you. 

Nemoto [A]: As you have just asked, we have made a lot of progress with regard to the earnings forecast, but 
as for the risk, I don’t think there are any in this fiscal year, but as I explained earlier, we have not been able 
to examine it closely yet. 

If I were to say that there is a risk, I would say that for the next fiscal year, if the current situation of the 
coronavirus were to be prolonged, the things that customers were planning to do may be scaled back or 
postponed. 

The other thing would be geopolitics. Recently, because of Ukraine, high oil prices and inflation have had an 
impact on our customers' investment plans, but I don't think there will be much of an impact this fiscal year. 

However, if the stock price were to drop significantly, there would be some risk of a drop due to the valuation 
of our securities. 

Moderator [Q]: Thank you very much. Now for the next question. 

In the IT services business, you mentioned that orders for travel and hotels are also recovering, but is this due 
to the lull in the pandemic in the second half of last year? Or is it correct to assume that despite COVID-19, 
certain investments in IT will be made? Thank you. 

Nemoto [A]: We have customers in the travel industry, but that industry continues to be in a really difficult 
situation. In the third quarter, there was a bit of a lull, but the situation has again become severe as of January, 
so while there has been a lot of talk about expanding IT investments, a lot of that has been postponed. When 
it comes to fundamental system operations or protection, also unavoidable issues that need to be taken care 
of, our customers have been putting much effort into investing. 

We are also involved in the Go To Travel project, which started the year before last as a national project, and 
we have been able to maintain a certain level of investment in that area. 
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However, I think we can say that our customers' core business is still not out of the woods yet, and they are 
going through a very difficult period. That's all. 

Moderator [Q]: Thank you very much. Next question. 

I have a question about the expansion of engineers at the Vietnam base. How much room is there to increase? 
Thank you. 

Nemoto [A]: In Vietnam, we originally established the Company about two and a half years ago, and from the 
start we have been planning to increase the number of employees to 300. The current situation is that we 
have finally reached about 100 people, and progress has been delayed for about a year due to the coronavirus. 

In the end, I would like to have about 300 people. Some of the local employees are seconded from CRESCO, 
and we also hired a Japanese bridge engineer there, so about 7 employees now. We have a Japanese bridge 
engineer and about 90 to 100 engineers from our local partner companies working on [unclear audio]. I think 
I can probably get to 150 next year. That's all. 

Moderator [Q]: Thank you very much. Next question. 

The profit margin of the manufacturing sector is high in IT services. The question is why is it more profitable 
than enterprise or finance? Thank you. 

Nemoto [A]: The profit margin of the manufacturing division is certainly high, but I think we were able to 
control the price negotiations and pricing with our customers. 

I also think it is significant that we have had almost no unprofitable projects. 

Moderator [Q]: Thank you very much. Next question. 

We would like to ask you to explain in more detail about the large-scale solution project you received in the 
digital solutions business. Thank you. 

Nemoto [A]: In the digital solutions area, we have increased by about 50% compared to the previous fiscal 
year, and that growth is in cloud services, Creage. Also, RPA is growing. Cloud services. 

Nowadays, our customers have their own computers, or in other words, on-premise computers, but the trend 
of shifting to the cloud has been going on for about three or four years now, and it is really coming into full 
swing. 

This is a development project to receive orders for IT services and shift them to the cloud. After we put it on 
the cloud, we operate it and manage the accounting, and we also sell our services, such as Creage, to our 
customers. 

IT services plus digital solutions, and the cloud is getting bigger and bigger. Once one starts using the cloud, 
the amount the customers use will gradually increase. As the scope increases, especially in the area of 
accounting, the rate of growth can be seen here. Does that answer the question? 

Moderator [Q]: Thank you very much. Now for the next question. 

We would like to know more about your M&A strategy and what areas you are focusing on. Thank you. 
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Nemoto [A]: Yes. In terms of M&A, we are basically focusing on IT-related industries. In other words, our 
targets are companies that we can manage well. We are not thinking of expanding into a completely different 
industry. 

In terms of location, I'm already thinking of anywhere in Japan. It could even be in a rural area. However, we 
are not thinking much about overseas at the moment. We are not thinking about going overseas at the 
moment because the risks are too great, and we don't have a lot of experience in overseas business yet. 

We target companies that have different technical specialties, have different customers and are small in scale, 
even companies with 30 or 50 employees. 

However, when it comes to small companies, if it were to remain on its own, management costs would be 
high, so in the future it would be merged with an existing company. M&A is one important strategy that we 
are going to continue to do. That's all. 

Moderator [M]: Thank you very much. 

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

Lastly, our president, Mr. Nemoto, would like to say a few words. Thank you, President Nemoto. 

Nemoto [M]: Thank you very much for taking time out of your busy schedule to participate in our financial 
results briefing today. 

Our industry is in the middle of the pandemic, and although we are experiencing a bit of a tailwind in this 
situation, we need to keep a close eye on the situation in the world, and since the world is changing very 
rapidly, and we would like to respond quickly to the situation and continue to boost our business. I hope that 
you will continue to support us in this endeavor. Thank you very much for your time today. 

Moderator [M]: Thank you very much, President Nemoto. This concludes the financial results briefing for 
today. Thank you very much for watching to the end today. 

[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. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
26 

 

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 © 2022 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


