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Presentation 

 

Kitamura: The time has come, and we will now begin the briefing on TSUMURA & CO.'s financial results for 
Q3 of the fiscal year 2024. Thank you very much for taking time out of your busy schedule to join us today. 
This year's event is being held in a webcast format at our headquarters. 

The explanation will be given based on the presentation materials posted on our website, so please have them 
ready at hand or view the materials that will be projected. 

I would now like to introduce today's attendees: Mr. Sugii, Director and Co-COO; Mr. Handa, Director and 
CFO; and Mr. Sorata, Executive Officer, Head of Sales & Marketing Division. These three members are present. 
I am Kitamura from the Corporate Communications Department and I will be the moderator for this session. 
Best regards. 

Explanation time is about 25 minutes. After all the explanations, we would like to answer your questions. The 
end time is scheduled for 2:00 PM. 

Mr. Handa will now explain the financial results for Q3 of FY2024. Thank you for your cooperation. 

 

Handa: My name is Handa. We would like to thank all the participants for their continued support of our 
company and Kampo. I will now explain the financial results for Q3 of FY2024. 

This is a summary of the financial results for Q3 of FY2024. Net sales totaled JPY136.7 billion, up 18.1% from 
the same period last year. The breakdown was JPY122.8 billion for the domestic business and JPY13.8 billion 
for the China business. 

The sales composition is shown in the pie chart on the right. Operating income increased by 69.1% to JPY32.3 
billion, ordinary income by 56.9% to JPY35.1 billion, and net income attributable to owners of the parent by 
64.5% to JPY26.5 billion. 
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I will explain the key points of the financial results. 

Sales of 129 prescription Kampo products in the domestic business increased by 20.8% YoY to JPY117.9 billion. 
Sales of OTC Kampo medicine, etc. grew by 22.3% YoY to JPY4 billion due to an increase in the number of 
outlets handling them. Sales in the China business amounted to JPY13.8 billion, the same as in the same period 
of the previous year. Although sales of drug pieces increased, sales of raw material crude drug were still 
affected by a temporary buying freeze among clients that occurred in Q1, among other factors. 

The cost-of-sales ratio was 49%, down 3.5 percentage points from the same period last year, mainly due to 
an increase in sales resulting from the application of the price re-evaluation as money-losing products. In 
addition, processing costs increased due to the impact of yen depreciation and an increase in shipments from 
the Tianjin plant—which is in the early stages of operation and has a high cost-of-sales ratio. 

The SG&A-to-sales ratio was 27.4%, down 3.6 points YoY due to the increase in sales.  

As a result of the above, the operating income margin increased by 7.2 percentage points from the same 
period last year. 

In non-operating income, ordinary income increased by 56.9% YoY to JPY35.1 billion, due in part to a JPY1.9 
billion foreign exchange gain on loans to foreign subsidiaries resulting from yen depreciation. 

In addition to these factors, a gain of JPY2.9 billion on the sale of stock resulting from the reduction of policy 
shareholdings was recorded, resulting in net income attributable to owners of the parent of JPY26.5 billion, 
up 64.5% YoY.  

We have revised net sales and each profit based on the percentage of progress against the initial plan. Details 
will be explained later. 
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These are the factors behind the increase or decrease in operating income compared to the same period last 
year. We will explain only the key points. 

Operating income increased by JPY13.2 billion from the same period last year to JPY32.3 billion. The impact 
of the sales increase was a positive JPY22.3 billion, of which JPY22.4 billion was from the domestic business 
and JPY0.1 billion was from the China business. 

The impact of the increase in cost of sales was a negative JPY6.4 billion. Crude drug procurement costs were 
negative JPY2.4 billion, mainly due to higher unit prices of some crude drugs such as wild sojutsu and sansho, 
and negative JPY0.4 billion due to high costs of current materials such as lactose and packaging materials. 

Processing costs were negative JPY3.4 billion. Despite efforts to reduce the incidence of manufacturing 
problems and a review of equipment maintenance costs, as well as the effects of improvements due to the 
hiring of manufacturing personnel and timing difference of equipment maintenance, the Company was 
affected by an increase in shipment volume from the Tianjin plant in the early stages of operation. 

The impact of the increase in expenses was a negative JPY1 billion. This is mainly due to an increase in 
expenses associated with the startup of the integrated core system. 

Foreign exchange impact was negative JPY1.6 billion. This is mainly due to the impact of higher import costs 
of crude drugs caused by the depreciation of the yen. 
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Financial position and cash flows. We will explain only the key points. 

Current assets increased by JPY25.3 billion compared to the end of the previous fiscal year. The main 
breakdown is an increase in inventories of JPY11 billion, including JPY1.9 billion in foreign exchange gains, and 
an increase in cash and deposits of JPY4.9 billion. Amidst higher sales, notes and accounts receivable only 
increased by JPY4.8 billion due in part to the effect of shortening the collection site for accounts receivable. 

Fixed assets increased by JPY10.2 billion, resulting from: JPY19.9 billion increase in tangible fixed assets due 
to capital investment to increase production capacity;  JPY1 billion increase due to foreign exchange effects; 
JPY6.7 billion decrease due to amortization; and JPY4.6 billion decrease in marketable securities due to sales 
of policy holdings, etc. 

The status of capital expenditures will be explained in more detail later in this report. 

Current liabilities increased by JPY4.8 billion due to increases in short-term loans payable and income taxes 
payable. Long-term liabilities increased by JPY7.7 billion due to borrowings from the Japan Bank for 
International Cooperation (JBIC) and other co-financing sources to fund capital expenditures. 

The equity ratio declined by 0.3 percentage point to 62.9%. 

Cash flows are shown in the waterfall graph to the right. Operating cash flow increased significantly compared 
to the same period last year, due in part to the effect of shortening the accounts receivable collection site, in 
addition to the increase in profits. 
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These are sales by formulation for the domestic business of prescription Kampo products, including drug-
fostering program and growing formulations. The three asterisked prescriptions for drug-fostering program 
formulations and 63 other prescriptions are the methods applied to the April 2024 NHI drug price revision for 
the recalculation of price re-evaluation as money-losing products, with a revision rate of plus 36.2% to 50.7%. 

Sales of Daikenchuto, Yokikansan, and Goshajikigan increased significantly, partly due to the effect of the 
application of the price re-evaluation as money-losing products. Sales of Goreisan grew due to information 
provision activities in line with the needs for headache and dizziness. Sales of Rokkunshito, Hochuekkito, 
Kamishoyosan, Kamikihito, and Ninjing-Yoeito decreased YoY due to the residual effects of advance orders 
that occurred in March following the NHI drug price revision in April 2024; however, on a volume basis, 
deliveries to medical institutions were up YoY and demand remains strong. 
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Next is the status of sales of 129 prescription Kampo products in the domestic business. 

With the lifting of limited shipments, we had planned for approximately 5% growth on a volume basis in H2 
of the year and had hoped to add to the growth rate on a volume basis in Q3, but the actual result was negative 
1.1%. 

The reason for the lower-than-expected volume growth is that the recovery of sales of mainstay prescriptions 
such as Yokukansan, Goshajinkikan, and Shakuyakukanzoto was delayed after the lifting of limited shipments, 
resulting in lower sales than initially expected. In addition, the last item in the limited shipment of 
Bakumondoto was delayed until the end of November, which was later than originally expected, due to a 
review of demand assumptions based on trends in infectious diseases and an increase in inventories. 

As a result, we now expect it to be difficult to achieve the 5% volume-based growth in H2 that we had 
projected at the beginning of the fiscal year, and we have revised downward our sales forecast for the 
domestic business by JPY1.6 billion. On the other hand, in the month of December, when the ban on limited 
shipments was lifted, the volume growth rate turned positive at 2%.  

In Q4, the growth rate of mainstay prescriptions is expected to return to the planned level by strengthening 
the approach to physicians. Also, by expanding mainly cold-related prescriptions such as Bakumondoto, which 
had been limited to shipments in the previous year, we expect sales volume growth of about 9%, which is 
higher than the initial plan. 
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Progress is being made in efforts to increase the number of physicians prescribing 10 or more Kampo 
formulations. With the goal of achieving a medical practice where more than 50% of physicians prescribe 10 
or more prescriptions, we are working to strengthen our approach to HP physicians in particular this fiscal 
year. 

The figure here is an image of information coverage at our company. With the goal of providing information 
on Kampo to all physicians, we have been promoting various initiatives, such as strengthening our e-
promotion system in addition to our MR activities, and the number of physicians we cover has increased 
significantly. As a result, the number of physicians prescribing 10 or more Kampo formulations among HP 
physicians is accelerating. 

On the other hand, there are a certain number of physicians who are not receiving information on Kampo 
from us at this time, which is one of the challenges for us to reach over 50% of physicians prescribing 10 or 
more prescriptions. For physicians who have not yet received information on Kampo, we have begun 
distributing videos that allow them to learn about major Kampo in a short period of time, while also utilizing 
our medical platform.  

We also conducted a survey of physicians' needs, including their level of understanding of Kampo, prescribing 
status, and the information on Kampo they seek. We will accelerate our efforts and aim to be in a position to 
deliver information to all physicians as soon as possible. 
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For physicians who are now able to deliver information on Kampo, we have also diversified the means by 
which they can learn about Kampo on the TSUMURA medical website. 

As one specific initiative, a series of web-based interviews by Kampo online MRs began in Q3. In addition to 
the overview of Kampo, we are also expanding our themes to include seasonal prescriptions. The program 
has been well received by physicians who want to learn more about Kampo, and the number of participants 
and repeat attendees is gradually increasing. It also contributes to MRs' productivity by allowing them to meet 
with and deliver information to many physicians at once from remote locations. 

In Q4, we introduced Kampo study guides for each area and began supporting the delivery of study content 
for a certain period of time. By regularly introducing study content and suggesting domain-specific methods 
of learning Kampo, we create an environment in which you can learn about Kampo, even from the basics. 

These efforts will increase the number of physicians we reach. By expanding the various functions of e-
promotion centered on our medical website, which we have built up to date, we will be able to analyze the 
information sought by individual physicians and deliver personalized information, thereby increasing 
opportunities for them to learn about Kampo.  

The results of these efforts have begun to appear in Q4 as growth in sales volume. We will continue to evolve 
our information provision activities in terms of both quantity and quality, and work toward our long-term 
management vision of providing patients with personalized Kampo treatment at any medical institution or 
clinic. 
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This is the status of capital investment to further strengthen the stable supply system of Kampo products. 

Tianjin Tsumura is established as a plant to manufacture Kampo extract powder, an intermediate product of 
the domestic business, and construction work is underway in three phases, from phase I to phase III. For the 
first phase manufacturing building, full activity has continued since Q2 and production has exceeded the plan 
by operating on some holidays, thus shortening item changeover time and improving yields. 

Construction of the second phase manufacturing building also progressed as planned, with a completion 
ceremony held on November 29, 2024. Validation and other procedures will be carried out in preparation for 
the start of production.  
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Next, we are working to increase production capacity at our domestic bases. 

As we announced on December 18 last year, we have acquired land in Meiwa-machi, Gunma Prefecture for 
the construction of a factory. The acquisition price is JPY1.8 billion. We expect that demand for Kampo 
products will continue to grow in the future. Since it is necessary to simultaneously increase production 
capacity and upgrade facilities at existing plants as they become obsolete, we have decided to build the 
Gunma Plant because the land at our existing sites has less and less room for expansion. 

The Meiwa Tobu Industrial Park is located in the southern part of Gunma Prefecture, selected as the optimal 
site for our company based on comprehensive consideration of the following factors: excellent transportation 
accessibility, the ability to secure human resources, sufficient production infrastructure such as water and 
electricity, good access from existing production and distribution bases, and business continuity in case of 
various risks in the supply chain. 

Investment scale, production capacity, and the number of people to be hired have not been determined at 
this time and will be announced as soon as they are determined. 
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Next is the China business. 

Although raw material crude drugs currently account for a high percentage of sales in the crude drug platform, 
we are working to expand sales of drug pieces, which have higher added value than raw material crude drugs, 
in order to improve profitability. 

Chinese medicine is based on a diagnosis and treatment method called “dialectic therapy,” which is based on 
a unique theory of pathology and is said to be the pioneer of personalized medicine, as it has treated patients 
with prescriptions suited to each individual. Chinese drug pieces will continue to be an essential drug for 
medical care in China.  

In addition to rising medical costs due to the aging of the population, the Chinese government's policy of 
promoting the development of traditional Chinese medicine has also provided a boost, resulting in a high 
growth rate in the market size of drug pieces. 
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Next page, please.  

There are some challenges regarding the use of drug pieces: time-consuming for patients to infuse at home, 
uniformity issues due to variations in ingredients, and inconvenient to carry. We are therefore working to 
expand the “personalized medicine” as a value-added service for drug pieces. 

“Personalized medicine” is a service through which drug pieces are infused, and processed/packaged into 
decoction, flow extract, and extract granules according to each patient's prescription at smart factory 
equipment on the patient's behalf. These items are then mailed directly to the patient, greatly increasing 
patient convenience, and we believe the market potential is very large. 
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Next, under the business environment described on this slide, sales of the crude drug platform increased by 
38.4% YoY, thanks to efforts to expand in the hospital sales channel, the main target of the platform. We aim 
to further expand sales through sales channel expansion, including offerings with other companies, and 
through value-added services for drug pieces. 

 

We will now explain the progress of our partnership with other companies. Heian Tsumura, our group 
company in China, resolved at an extraordinary meeting of its Board of Directors held yesterday to enter into 
a letter of intent for a technical and business alliance with Shanghai Hongqiao Chinese Herbal Medicine Co., 
Ltd., a subsidiary of Shanghai Hongqiao Pharmaceutical Industry Co., Ltd. 
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Hongqiao Pharmaceutical, which has a high market share in the sales of drug pieces in the hospital channel, 
has been negotiating a strategic technical and business alliance for the purpose of promoting the drug pieces 
business.  

Both parties have signed a letter of intent to discuss more specific details of the technical and business alliance 
and capital alliance in the future. We will disclose the specific details and format of the partnership once they 
have been determined. 

 

Next, progress on capital policy. 

In addition to strengthening operating cash flow, the Company's policy is to generate cash through balance 
sheet management and allocate it to shareholder returns and further business growth. 

Under this policy, we are accelerating each initiative and have generated approximately JPY13.5 billion in Q3 
by shortening the accounts receivable collection site and reducing policy shareholdings. 

We reduced accounts receivable by approximately JPY9 billion through negotiations with distributors and 
wholesalers based on our policy to shorten accounts receivable collection sites by approximately 20% in stages 
after negotiations with our business partners. We will continue to negotiate. 

We will achieve a full-scale reduction of policy shareholdings from this fiscal year, aiming to halve the number 
of policy shareholdings as soon as possible, in line with our policy to reduce policy shareholdings to zero in 
principle. As of Q3, we have sold seven issues, for a total sale amount of JPY4.5 billion. We will accelerate our 
efforts with the aim of halving the number of such cases as soon as possible. 
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Finally, we are revising our FY2024 forecast based on the Q3 results and future outlook. 

Net sales are expected to be JPY182.3 billion, JPY2.7 billion less than the initial plan. As explained earlier, we 
revised downward our annual sales forecast for the domestic business by JPY1.6 billion as Q3 sales fell short 
of the plan, mainly due to a slower than planned recovery in sales of prescription Kampo after the lifting of 
limited shipments. Sales for Q3 are expected to be in line with the plan at the beginning of the fiscal year. 

In the China business, we revised downward the net sales of the crude drug platform by JPY1.1 billion because 
sales of raw material crude drugs through Q3 were lower than planned due to the residual effect of some 
customers' reluctance to buy that occurred in Q1. 

Operating income is expected to be JPY40 billion, JPY0.5 billion above the initial plan. The increase is due to 
these factors: reduction of manufacturing costs through efforts to reduce the incidence of manufacturing 
problems and a review of equipment maintenance; slight delay in securing manufacturing personnel in 
advance of the construction of a new manufacturing building at the Ibaraki Plant; and controlling of SG&A 
expenses in the China business to return to profitability.  

Ordinary income is expected to increase by JPY4.5 billion to JPY44 billion due to the upward revision of 
operating income and the expected foreign exchange gains resulting from the impact of yen depreciation. 

Net income attributable to shareholders of the parent company is expected to increase by JPY5.5 billion to 
JPY34 billion, mainly due to the recording of a gain on the sale of shares held by the Company in a strategic 
investment. 

The dividend forecast remains unchanged. The Company plans to pay dividends for the fiscal year 2024 ending 
March 31, 2025, in accordance with its policy for returning profits to shareholders announced on November 
7, 2023. 

This concludes our explanation. Thank you very much for your attention. 

Kitamura: Thank you very much. This is the end of the explanation.  
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Question & Answer 

 

Kitamura [M]: Okay, we will now have time for questions and answers. We will be happy to answer your 
questions. Please note that each person is limited to two questions at a time. Please note that the content 
and audio of the questions will be posted on our website at a later date, along with the presentation materials. 

Now, Daiwa Securities, Mr. Hashiguchi, please begin. 

Hashiguchi [Q]: I am Hashiguchi. Best regards.  

The first question is about the sales forecast for the domestic business in Q4. If I didn't mishear you, but when 
you were explaining page seven, you aim to exceed the plan at the beginning of the period. In your explanation 
on page seventeen, it sounded like you said that you expect sales for Q4 to be in line with your initial plan, 
but could you please explain the difference? After all, what are your assumptions for sales in Q4 compared to 
the original plan? 

Handa [A]: Thank you for your question. We are reading Q4 as stronger than originally expected. However, 
even so, while this is of course an increase over the plan, it is not a large amount, such as JPY500 million or 
JPY1 billion, so in general, the explanation on page seventeen was given. This is how it is. 

Hashiguchi [Q]: I understand. Thank you very much. Originally, how much was the 9% on page seven? 
Conversely, how did this negative 1.1 in Q3 compare to the original assumption? You mentioned earlier that 
H2 of the year as a whole accounted for 5% of the total, but I believe there were some fluctuations in the 
previous year due to the impact of limited shipments and cold-related outbreaks, etc. Could you tell us about 
that? 

Handa [A]: We do not clearly disclose the quarterly figures, but as a matter of fact, the volume for Q3 was 
minus 1.1%, while the estimated Q4 figure is 9%, which is a slight increase from the initial estimate of around 
7%. This is the image. 

If we are even out in H2 of the year, Q3 was negative, so the volume growth I originally explained to you was 
about 5%, but I hope you can see it as a little less than 4%. 

Hashiguchi [Q]: Yes, thank you.  

Second, regarding the increase in processing costs, you mentioned that it is because the Tianjin plant has 
started shipping. I think there is some impact from the fact that fixed costs are allocated more heavily in the 
beginning because the production volume is still low. What is the quantitative impact of this on Q3, if any, 
and at what pace should we expect this to decrease in the future? 

Handa [A]: Thank you. Compared to the same period last year, processing and other costs increased by just 
under JPY3.5 billion, of which about half was due to the TTP, or Tianjin Tsumura plant. Full operation has 
already begun in Q2, but even so, the initial stage costs and expenses are also included. So in that sense, half 
of the impact is from the previous year. 

As far as the future is concerned, we hope that this impact will be seen as a gradual decrease, as it will become 
an investment from the next fiscal year onward. 

Hashiguchi [M]: I understand. Thank you very much. 
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Kitamura [M]: Thank you very much.  

Now, Mr. Shigemura, Nomura Securities, please. 

Shigemura [Q]: I am Shigemura, Nomura Securities. Best regards. I have two points.  

First is the signing of a letter of intent with Hongqiao Pharmaceutical Industry of China. I would like to know 
how effective or binding this letter of intent is, and what is the timeline for the alliance or collaboration from 
this point on. 

In relation to this, you mentioned the sales channels of drug pieces that Hongqiao has, but I would like to 
know other information as to what kind of presence the Company has in terms of sales of drug pieces, 
including market share, number of customers, geographical area, etc. Best regards. 

Handa [A]: Thank you for your question. First of all, the letter of intent this time includes confidentiality 
obligations and certain legally binding items, but we are still in the process of discussing other projects, so 
those items will be finalized in the future. This is the kind of purpose. 

As for the timing, the consultation itself is not something that has just started. As I mentioned at the time of 
the interim settlement of accounts, we have been talking with the other parties about bringing forward the 
consultation a little, but the timing will depend on the facts, the content of the business alliance, and the level 
of the method. I think the timing will be a little bit different. I would like to refrain from giving a precise date 
at this stage, but I would like to be able to provide an explanation as soon as possible. 

Although Hongqiao is not a publicly traded company and we do not have publicly available data, I would like 
to give you an idea of the company's image as one of the top three companies in the area of their specialty in 
the drug pieces business. 

Shigemura [Q]: Thank you very much.  

Another point is how you see the impact of this year's NHI drug price revision. Since this is a mid-year revision, 
the deviation rate for Kampo products will probably be 5.2% multiplied by 1x. In that case, I don't think there 
is much subject to revision, but I am wondering what you think about that. 

In addition, since the minimum drug price is to be raised this time, could you tell us whether this could have 
a positive or a negative effect? Please let us know what you see at this point. 

Handa [A]: Thank you. First, I would like to discuss the NHI drug price revision. As I have said in the past, last 
year there was an increase in NHI prices due to the approval of a large price re-evaluation as money-losing 
products, and as long as this system is in place, we will of course apply for those that comply with the system. 
In terms of management foresight, we are aiming for a world in which drug prices do not fall. In that sense, 
we have been working for many years to promote understanding of the value of Kampo, and as a result, we 
have not received any negative revisions during the current mid-year revision period. We don't know yet 
about this time, of course, but management is aiming for that. I think this is what I mean. 

As for the minimum drug price, there are some prescriptions that are below the minimum drug price, but we 
do not think it has a significant impact. That is all. 

Shigemura [M]: I understand very well. Thank you very much. 

Kitamura [M]: Thank you very much.  

Now, Mr. Sakai, UBS Securities, please. 
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Sakai [Q]: UBS, this is Sakai. I would like to ask you a few questions about the rules for the price re-evaluation 
as money-losing products. I think the fact that the rule has been continued means that your company will go 
for it after April of this fiscal year, but I took Mr. Handa's words to mean that you will apply for it in the future, 
not in the past tense. Hasn't it already been applied for? 

And, speaking of unprofitable products, how many unprofitable products in your company's portfolio product 
count are still remaining since the last rule revision? Can you tell us a little bit about that? 

Handa [A]: Thank you for your question. I think I worded it a bit badly, and as you pointed out, as well as the 
future, we have already applied for the past, i.e. last year, in order to accommodate the next revision. What I 
was trying to say earlier is that as long as there is such a system and as long as it conforms to the system, we 
would like to continue to submit applications after this year. This is what I said earlier in light of these 
intentions. 

Then, as to how many are in the unprofitable, the application based on the application format for price re-
evaluation as money-losing products is based on the rules, so it is not completely consistent with the 
unprofitability that we realistically see in our accounting or in our business management accounts. So, first of 
all, we would like you to understand this. Last year, 66 items were covered by this rule, so please forgive us 
not giving you the actual number, but in that sense, there are 129 items, a considerable number of 
applications have been submitted if they were covered in the past and will continue to be so in the future. 

Sorry, please forgive us not giving you the actual number. 

Sakai [Q]: Okay. I am just confirming, but in any case, 66 applications were filed last year for unprofitable 
products, and although I don't think all of them were approved, the NHI prices were revised accordingly, right? 

Handa [A]: Yes, I see. Naturally, we have applied for more than that. 

Sakai [Q]: Okay. Thank you very much. Then, in March of this year, domestic demand will continue to be, what 
do you call, temporary demand? Should we make the assumption that there will be some demand for more 
purchases? Based on that, you said that you have not changed your forecast for Q4, but you have already 
incorporated it into your forecast from the beginning of the fiscal year, so is that your judgment that you can 
go this far? 

Handa [A]: Thank you for your question. In that sense, as I mentioned earlier, what we are incorporating as a 
management foresight is that we want to achieve a world where drug prices do not fall. Since we cannot make 
a plan based on the assumption that the demand will go up significantly as it did last year, we cannot assume 
that the demand will not go down as management foresees—this means that we are not assuming that special 
demand will occur this year in March. 

Last year, in March and April, the 66 prescriptions for the NHI price increase had already been announced, so 
in that sense, we were affected, but as of now, we are in the same shape as I just mentioned. 

Sakai [Q]: But this year, I think the official announcement from government will probably be made around 
the first Friday of March, and then the new NHI prices for individual products will already be public information 
at that time, so wouldn't that mean that such movements will naturally occur in the second, third, and fourth 
weeks? 

Handa [A]: I think you are right if NHI prices move significantly. 

Sakai [Q]: Conversely, that is what happened last year. 
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Handa [A]: Yes. I think that would be the case if NHI prices move significantly, but we have not made any 
planning assumptions that NHI prices will move significantly, so we are not making any major changes to our 
plans in March in that sense. 

Sakai [M]: Okay. This is getting a bit like Zen-dialog, so I'll stop now. 

Handa [M]: I'm sorry. 

Sakai [M]: I will go back once. 

Kitamura [M]: Thank you very much.  

Now, Mr. Yoshida of Tokai Tokyo Intelligence Labs, please. 

Yoshida [Q]: Thanks for your help. My name is Yoshida from Tokai Tokyo Intelligence Lab. This is my first time 
here, so I apologize for my lack of understanding, but I would like to ask a little more about the sales volume 
on page seven. 

I understand that the sales volume for the Q3 alone was down 1%, and that the 9% figure for Q4 was originally 
estimated at 7%, but I wonder if reducing sales volume through limited shipments, for example, might make 
it difficult for customers who have left to come back. However, in the case of your company, since you have 
an overwhelming market share, do you have customers waiting for that portion to be released in Q4, or did 
some of them go to other companies once in Q3? Can you tell us about that, including the availability of 
inventory in the market?  

Handa [A]: Thank you for your question. In this sense, the return of limited shipments was slow in Q3. As you 
just pointed out, thanks to the fact that we have an 84% share of the market, the number does not shift much 
because of sudden move to other companies. However, until the perception in the medical field that there is 
not an adequate supply of drugs is lifted, we will need to conduct a reasonable amount of information 
provision activities and take the necessary time. In this sense, I feel that the limited shipments may have had 
some impact on the limited prescriptions or the shortened administration period, etc. I would like to ask the 
head of the sales division to comment on this as he feels the situation on the frontline. 

Sorada [A]: Thank you for your question. I am Sorada, Head of the Sales Division. As Handa just mentioned, 
there are few major changes to other companies. We had to stop promotion of some products because we 
had limited shipments for a long period of time, and during that time, of course, we were not able to supply 
enough. In addition, doctors gave priority to existing patients and refrained from administering the drug to 
new patients, which of course meant that existing patients were not taking the drug forever, but they stopped 
taking it when their symptoms subsided. This is why the cycle of administration to new patients slowed down 
a little, and I believe this had a significant impact on Q3. 

We feel that we started to see results from around December. We believe that the doctors' administration is 
regaining its previous momentum, and in fact, the January results show that we are coming to that point. As 
a result, we believe that we can land on the numbers that Handa described for the four quarters. That is all. 
Thank you very much. 

Yoshida [Q]: Okay. Then, for the single month of December, it appears to be a 2% increase in volume, but is 
it correct to assume that this is because it was in the middle of December? 

Sorada [A]: Yes, the end of December. Limited shipments have been largely unaffected. We do not expect 
this to have a major impact on our production, as we are working hard and have already lifted the restrictions 
on four items, and we plan to lift production of the remaining three items at the end of this month. 
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Yoshida [Q]: Thank you. Second question, please. I’m looking at the increase/decrease analysis on slide four. 
Within this amount, the cost of procuring crude drugs is JPY2.45 billion. In the Q2 cumulative total, I think it 
is JPY220 million. Then, we are somewhat concerned about the impact of the crude drug price increase in Q3 
alone, or rather, the increase in the cost of procurement of crude drugs. Please tell me if the impact of JPY2 
billion more than the previous year in the first three months alone should not be a concern when looking at 
next year's performance. 

Handa [A]: Thank you for your question. The realistic impact of higher crude drug prices is evident in these 
Q3 results. In my previous explanations, I have mentioned that the prices of crude drugs such as sansho and 
sansonin have increased, and in particular, the prices of crude drugs, sansonin and sojutsu have increased by 
about JPY1.7 billion out of the total JPY2.4 billion. 

 

However, to return to your question, I think you are asking if it is too large in Q3 when it was not so large in 
Q2, but this crude drug price tends to be affected by the unrealized profit that is attached to the appendix 
(page 21). In this sense, the YoY comparison amount here varies greatly depending on the period in which 
unrealized profits are realized or not. It is not that the price of crude drugs rose suddenly in Q3, but rather 
that the price of crude drugs rose slowly, and the unrealized profit and other factors had a large impact on 
the figures in this financial statement.  

Yoshida [Q]: Okay. Then it would be processed at the Tianjin factory in China, and at the parent-subsidiary 
transaction. 

Handa [A]: Yes, you are right. 

Yoshida [Q]: How do you think the actual price of crude drugs themselves have changed? I think there used 
to be a comment that since prices are now calming down, it will affect the direction of cheaper raw materials 
in a few years, or better. What is happening now? 

Handa [A]: As for the crude drug prices themselves, we deal with 119 crude drugs, so it is difficult to speak 
about them all on average. The overall impression is that they have not risen much, but only to the extent 
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that the value of goods has increased due to inflation and other factors. The recent increase in the price of 
crude drugs is due to its natural source, the balance between supply and demand, seasonal factors, rainfall, 
and other factors. The current situation is that the sudden rise in prices has settled down. 

So, overall, there is not much change, however, among the crude drug we handle, such as sansonin, for 
example, the price of sansonin rose sharply, but it has now recovered about 40% from its peak. To return to 
your question, I would like you to understand that the overall price of crude drugs has not moved that much, 
but that some of the drugs that have risen significantly are now on a downward trend. 

Yoshida [M]: Thank you for the detailed explanation. That is all. 

Kitamura [M]: Thank you very much.  

Now, Mr. Akahane, Tokai Tokyo Intelligence Lab, please. 

Akahane [Q]: Sorry for the sequence, thank you. As you explained, there was a delay in recovery after the 
lifting of the limited shipments, and also Bakumondoto was indeed a limited shipment, but during this period, 
after all, it was the aftereffects of the coronavirus disease, wasn't it? With the flu going around, of course 
prescriptions are changing, so how is that affecting this Q3? 

Handa [A]: First of all, in terms of the impact of limited shipments, as you pointed out, Bakumondoto is a 
prescription that is naturally released in winter, so we originally wanted to ship it a little earlier. Since we 
didn't want to inconvenience customers with another limited shipment, we had to build up our inventory, 
which was slightly later than expected at the end of November. This was a big reason for the delay. 

In addition, limited shipments of Yokukansan, Goshajinkikan, and Shakuyakukanzoto were completed during 
H1 of the year, but as mentioned earlier, sales did not immediately recover, which had a significant impact. In 
that sense, the total of four prescriptions, including the three I just mentioned and Bakumondoto, would have 
had an impact of about JPY1 billion. 

On the other hand, as you pointed out, it is an effect of influenza, but in terms of being easy to understand, it 
is Bakumondoto. Although shipments were limited and stopped, there has been tremendous growth since 
the shipments were made. After all, this is selling well as a common cold-related prescription. In addition, due 
to the influence of influenza, prescriptions such as maoto are also on the market. In this sense, some sales 
were affected negatively, while some sales were positive, but the key product, Bakumondoto, was not 
available until the end of November, and sales started from there. In the three quarters, the contribution was 
only about one and a half months. I think it's something like this. 

Akahane [Q]: Bakumondoto is for cough symptom, so you use it for both influenza and mycoplasma. I still 
wonder if the prescriptions of doctors will change in that regard, an after-effect needs to be treated for the 
coronavirus, isn't it? So, from the outside, it looks as if it will take a long time until the next recovery once it 
stops without medicine, is this wrong? 

Sorada [A]: Thank you. For long COVID-19 cases, rather than cough medicines, for example, in our company 
product, many patients use medicines such as Kamikihito or Hochuekkito, and the number of cases is 
increasing at a speed exceeding the cruising speed. With the situation that there are still not enough cough 
medicines in the world, Kampo formulations with cough applications also continue to be in high demand, or 
rather, in high need. 

As you say, Bakumondoto is not only for the coronavirus, but also for influenza, so-called dry cough, or a cough 
that does not stop even after the infection is gone, or a cough that will not go away.  



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
24 

 

Immediately after the lifting of the restriction, the number of influenza cases increased dramatically, so, for 
lack of a better word, we were able to ride the wave and Bakumondoto has continued to grow. 

Akaba [Q]: I understand very well.  

This is the last one, since it's the second question, but it's regarding e-commerce, which the CFO was quite 
focused on. I was thinking that since we don't have anything, we can't do much in the way of medical 
advertising. I heard earlier that you are putting a lot of effort into e-commerce, not just in the short term, but 
in the long term as well. In the past, you have cooperated with M3, but now your company is doing a lot of e-
commerce on its own, isn't that right? 

Handa [A]: Thank you for your question. I have drawn an image on page eight of building a foundation to 
deliver information to all physicians, we are using M3's platform, not only M3's, but also those of other 
companies. According to the diagram, it's the greenish area at the bottom. 

On the other hand, we also have our own medical site, and in that sense, I think we are relatively unique 
among other companies in our industry in that we are not only borrowing from M3, but also from everyone 
else, and in addition to that, we are building up our own site. 

Akahane [M]: I understand. That is all. Thank you very much. 

Kitamura [M]: Thank you very much. Now for the second round, Daiwa Securities, Mr. Hashiguchi, please. 

Hashiguchi [Q]: Thank you very much, this is Hashiguchi.  

Regarding the technical cooperation with Shanghai Hongqiao Pharmaceutical, what are the issues they are 
facing and what kind of know-how, technology, or products do you think you can provide? In the past, I think 
you have also said that you are focusing on acquiring a majority of the capital in your alliances with other 
companies in the China business, but that was with the formulation platform in mind. Is it correct to 
understand that you are not necessarily focused on that in this alliance for the crude drug platform? 

Handa [A]: Thank you for your question. First of all, as for Hongqiao, since we are talking about individual 
companies, I would like to tell you about the needs of the market in general and everyone’s situation. 

In this sense, drug pieces are now very much on the rise in China. Although the drug has always been rooted 
in the market, it is growing. Although it is not an individual case of Hongqiao, the theme of the industry is to 
sell drug pieces using high quality raw material crude drug. 

However, in this sense, as I have already mentioned, our strength lies in our traceability system for raw 
material crude drug, and at this point, there are not many competitors who are doing this kind of thing as 
strongly as we are, In this sense, I think Hongqiao is probably in that category, but I think there is a challenge 
to provide such high-quality products. 

Then, on the other hand, we can call it synergy, as I mentioned earlier, we also have a one-size-fits-all service, 
which is another way of servicing shapes that meet customer needs. We believe that the use of such a product 
is a very patient-friendly service that is portable, stable in quality, and easy for patients to take. Overall, we 
believe that synergies from the technological and business alliance between the two companies can be 
generated through the multiplication of such services.  

And your point about majorities, you are right in the formulation platform. We believe that our manufacturing 
know-how is extremely important in the formulation of pharmaceutical products, so our previous statement 
that we are committed to the majority of our products has not changed. 
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As for the crude drug platform, I think that there is some variety in the way people are concerned about the 
majority, or perhaps their feelings, depending on the type of business they are in and other such factors. If 
we are going to work together with our know-how, as in the case of pharmaceutical formulations, we may 
aim for a high majority, or if you are only interested in obtaining a sales channel, it is possible that this is not 
the case.  

We have not made any specific arrangements at this time, so I am just stating our thinking. That is all. 

Hashiguchi [M]: Thank you very much. That is all. 

Kitamura [M]: Thank you very much. UBS Securities, Mr. Sakai, please. 

Sakai [Q]: Sorry for the second time. You probably don't have an answer for this, but there is talk again from 
a certain political party about removing insurance for OTC-like products. This is coming out of a discussion 
about part of the budget and perhaps part of tax reform, so I think this time it is a bit more political in nature, 
rather than simply asking them to remove it as they did last time. However, I don't think we can remove that 
area so easily because it has been deeply rooted in the past, but how should we view it? I am not sure if it is 
a wolf boy or some kind of howler, but can you just give us a quick idea of what you think about it? 

Handa [A]: Thank you for your question. I don't think it would be appropriate for me, as a manufacturer, to 
tell you how you should view these products, but we do have to consider the government's financial and 
institutional issues, so we are not doing things based on the premise that we will continue to operate in the 
same way forever. Of course, there are certain risks that need to be taken into consideration. 

Since you have just commented on the similarity of OTC, what is important for us is to provide useful Kampo 
products to patients by prescribing them appropriately from among the 129 OTC products that match each 
patient's symptoms and other factors.  Although OTC drugs are much smaller, it is important to prescribe 
them appropriately, or rather, to use them, because they are the most effective in terms of treatment. In this 
sense, we believe that prescribing drugs based on the judgment of physicians is something we should continue 
to pursue when considering the importance of this drug. 

On the other hand, it is natural that there are those who need OTC drugs but do not have time to go to the 
clinic, and we would like to provide a wide range of drugs correctly to various patients under various 
circumstances. With this in mind, I was wondering if you could make some assumptions from that perspective. 
I am sorry, but I am afraid I have not answered your question adequately. 

Sakai [Q]: Okay. Lastly, just to confirm one point, you mentioned that the results of the US doctor-initiated 
clinical trial for Daikenchuto will be published in ClinicalTrials.gov by the end of March. I would like to know 
whether a date has been set for this or not. Best regards. 

Handa [A]: I have not yet heard that a definite date has been set. I said by the end of March because, as you 
have indicated, because I have heard that ClinicalTrials.gov is based on the rule that it is to be posted within 
a year. So in that sense I am assuming by the end of March, but we have not yet heard a definite date. 

Sakai [Q]: What do you mean by “during the year?” 

Handa [A]: It means that one year since the clinical trial ended. 

Sakai [M]: That's what you meant. I understand. Thank you very much. 

Kitamura [M]: It is time, but I would like to take one more question. Nomura Securities, Mr. Shigemura, please. 
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Shigemura [Q]: Just one point, please. As for the sales in China, the recovery after the restrained buying 
originally explained in Q1 has been sluggish. I would like to know if there were any temporary factors that 
continued through Q3, or if there were any structural factors that weakened sales growth a bit. 

Handa [A]: Thank you for your question. As you mentioned, sales have not yet been sufficient to offset the 
impact of the temporary buying spree in Q1. 

However, while the main factor is temporary reluctance to buy, there is also the fact that the Chinese economy 
is not very vigorous. Of course, pharmaceuticals may not be affected simply because of the bad economy. 
Please note that raw material crude drugs are not only used by pharmaceutical manufacturers, but also by a 
wide range of customers, including those in the food industry, so it is assumed that this may have some impact. 
The main cause, though, is due to reluctance to buy. 

As I have explained, we are seeing the recovery of last year's degree, in particular, the market has been very 
strong toward the end of the year, and as explained, sales of drug pieces are also increasing steadily. In that 
sense, we do not expect anything structural to happen that will significantly change our business plan in the 
future, and I think we can say that this is not the case. The temporary nature of the situation was not enough 
to cover the cost, and we need to consider the impact of the economic trends. That is all. 

Shigemura [M]: Thank you very much. 

Kitamura [M]: Thank you for your question. We will now conclude the question-and-answer session. 

This concludes the presentation of financial results for  Q3 of the fiscal year 2024. Thank you for your 
participation. 

[END] 

______________ 
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