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Presentation 

 

Kitamura: The time has come, and we will now begin the briefing on the financial results of TSUMURA & CO., 
for FY2024. 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 hybrid format of face-to-face and web-based sessions at our headquarters 
venue. The explanation will be given in the presentation materials posted on our website, so please have them 
ready at hand or refer to the materials that will be projected. 

I would like to introduce today’s speakers from the Company. Kato, President and Representative Director, 
CEO. Sugii, Director and Co-COO. Miyake, outside director. Toda, Co-COO, Head of China Business. Kobayashi, 
CFO and Head of the Corporate Management Division. Endo, CHRO and Head of HR Division. Konda, CTO and 
Head of R&D Division. Kumagai, Executive Officer, Head of Production Division. Yamaoka, Executive Officer, 
Head of Sales & Marketing Division. Yamashita, General Manager of International Planning Department, 
Research and Development Division. These 10 members are present. 

I am Kitamura from Corporate Communications Department, and I will be the moderator for today's session. 
Thank you. 

 

Here’s today's agenda. The five themes you see are explained below. The briefing is scheduled for about 60 
minutes. After all the explanations, we would like to answer your questions. The meeting is scheduled to end 
at 16:00. 

Now, Kato will explain topics one through three on the agenda. Thank you. 

Kato: Hello, everyone. This is Kato. Thank you very much for your participation in the TSUMURA & CO., FY2024 
financial results and second mid-term management plan briefing. I would also like to reiterate my sincere 
thanks and appreciation for your continued support of our company and Kampo. Thank you very much. 
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We are pleased to announce our financial results for the fiscal year ended March 2025, along with the 
following disclosures: the financial results summary for the same period, the second mid-term management 
plan, a notice regarding the appointment of director candidates, a notice regarding partial revisions to the 
performance-based stock compensation system, and a notice regarding the continuation of the trust-type 
stock grant system for our employees. 

We have revised our performance-based stock compensation system to clarify the link between executive 
compensation and the value of our company by increasing the ratio of stock compensation in executive 
compensation. 

 

Next, I would like to explain the content of today’s proceedings. This is as shown. 

First, let me indicate what we, the Tsumura Group, are aiming for. The Tsumura Group has established its 
purpose, “lively living for everyone,” as its ultimate business goal. Through its long-term management vision, 
TSUMURA VISION “Cho-WA” 2031, the Group aims to contribute to people's well-being by providing evidence-
based new value in the form of naturally-derived medicine, products, and services tailored to each individual's 
stage of life. 

In the field of treatment (of health issues), we are striving to expand standard Kampo medicine and 
Personalization of Kampo treatment so that each patient can receive Kampo treatment tailored to their needs, 
thereby contributing to medical care that leaves no one behind. We have positioned our US and Chinese 
operations as an extension of this effort. 

In the area of pre-symptomatic diseases (disorder), we aim to scientifically define pre-symptomatic stage, 
develop diagnostic methods, and establish evidence-based Kampo treatment. It is a difficult challenge, but 
we will create great common value with society. 

In the area of healthcare, we are promoting the TSUMURA healthcare Health Project within the Company, as 
well as aiming to provide new value through evidence-based products and services that utilize the power of 
crude drug. We create ultimate value in pursuit of people's true Health and happiness. 
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With our corporate purpose and core corporate philosophy in mind, we have established a 10-year long-term 
management vision, TSUMURA VISION “Cho-WA” 2031, through backcasting. We are working to achieve the 
six business themes shown here by making proactive and bold investments in our businesses with the aim of 
enhancing our long-term corporate value. 

At the same time, while maintaining financial soundness, we aim to achieve a 5% DOE in shareholder returns 
and a 10% ROE in capital efficiency. 
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This is a chart showing the diagram for our core businesses based on our sustainability vision and long-term 
management vision, as well as our business strategies and strategic challenges and priority measures in our 
mid-term management plan. 
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I will now explain the summary of the first mid-term management plan. 

As you can see, we have achieved all the numerical targets in the first mid-term management plan. Compared 
to the time when the plan was formulated, while there were cost increases due to significant changes in the 
external environment, such as inflation-driven price hikes and exchange rate fluctuations, the Company was 
able to achieve its targets. This was due to the continued penetration of its value-proposition activities for 
Kampo over the past 16 years, which mitigated the impact of the drug price cuts in the mid-term revision. 
Additionally, in the April 2024 NHI drug price revision, 66 items were subject to price re-evaluation as money-
losing products, resulting in an increase in drug prices, which contributed to the achievement of the targets. 
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I would like to explain the summary of our efforts on strategic challenges, which are the qualitative objectives 
you have seen. 
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First of all, about the strategic challenge one. 

In order to contribute to the realization of a medical practice where patients can receive Kampo treatment 
based on Kampo medicine in their daily practice, we have been aiming to contribute to the realization of a 
medical practice where more than 50% of physicians prescribing 10 or more prescription Kampo formulations, 
in other words, the majority of physicians, and the figure was 50.4% by the end of FY2024. 

This is the result of the rapid expansion of information provision activities through e-promotion as a Kampo 
digital solution, especially after the COVID-19 pandemic, in addition to the real-time information provision 
activities by MRs. In FY2024, e-promotion accounted for more than 50% of the detail impact, which indicates 
the volume of information provided. 

Through the use of e-promotion, we were able to provide information to physicians who had previously been 
unable to receive it. Additionally, by creating an environment where physicians can access the information 
they need, when they need it, and through the means they prefer, we have enhanced our ability to deliver 
information more effectively than ever before. This is the primary factor contributing to the achievement of 
having over 50% of physicians prescribing 10 or more Kampo formulations by the end of FY2024. 
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Secondly, I would like to discuss the strategic challenge two. 

In terms of evidence building for prescription Kampo formulations, the number of medical guideline listings 
in 2024 was 161, an increase of 10 from FY2021. 

Although our goal of improving the quality of evidence and the number of Type B or higher included in the list 
was 103, partly due to the COVID-19 pandemic and other factors, we will continue to engage in ongoing 
evidence generation activities that will contribute to the expansion of evidence-based standardization of 
Kampo treatment based on treatment guideline. 
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Thirdly, I would like to discuss the strategic challenge three. 

The crude drug platform has more than doubled compared to FY2021, mainly through sales of high-quality 
raw material crude drugs and drug pieces with the crude drug GACP traceability, resulting in sales of JPY20.6 
billion in FY2024. 

In the second mid-term management plan, we will strive to expand sales and improve profitability at the same 
time by expanding the personalized medicine service for value-added drug pieces. 

In the formulation platform, we entered into a business capital alliance with Shaanxi Unisplendour Life Care 
Pharmaceutical Co., Ltd. in FY2022, but the business has not yet commenced. While taking this precedent into 
account, we have yet to build a foundation for the traditional Chinese medicinal products business, although 
we are continuing discussions to consider alliances with traditional Chinese medicinal products companies. 
We will continue to address this as a key theme in our second mid-term management plan. 
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Fourth, I would like to discuss the strategic challenge four. 

In response to the long period of limited shipments in the first mid-term management plan, we have made 
major capital investments to increase production capacity in Japan and overseas in order to secure a stable 
supply system. At the same time, we have endeavored to generate results by introducing cutting-edge 
technologies to reduce manufacturing costs. 

As part of our reform of the Kampo value chain, we have achieved automation and labor savings through the 
development and introduction of an AI-based automatic selection machine for crude drugs, as well as supply 
chain efficiency improvements through the development and introduction of a crude drug compounding 
instruction system. 

In the area of automatic sorting machines for crude drugs, we developed a proprietary algorithm based on AI 
learning of image data for crude drugs with complex shapes and introduced it to the Ishioka Center and Yubari 
TSUMURA. In the future, we intend to introduce the system to our overseas bases and expand the range of 
target crude drug. 

In the manufacturing process, while all lines have been robotized and automated, the automation of ancillary 
tasks remained a challenge; however, we have developed basic technology for the automatic removal and 
attachment of lids for stainless steel containers used for extract granules using robot arms. We will implement 
this in the production line in the second mid-term management plan. 

The planning system for compounding crude drugs has been implemented to systematize the complex and 
specialized business processes involved in issuing instructions for crude drug lots to ensure that the prescribed 
ingredient balances are achieved in each prescription of Kampo products. In the future, we intend to develop 
this into a supply chain reform to improve CCC by shortening lead time and optimizing crude drug inventory. 
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Fifth, I would like to discuss the strategic challenge five. 

At the TSUMURA Academy, an in-house human resources development institution established in January 
2019, we have been working to instill our philosophy, cultivate human skills, and develop management human 
resources. In the philosophy penetration survey, we scored four or more out of five points, and as you can 
see in the graph, we are continuing to do so. 

In addition, we have fostered a culture of dialogue with purpose and value as the centripetal force and 
promoted initiatives to develop the autonomous potential of each individual and to improve the work 
environment. 

Taking into account the results of the employee engagement survey, we have introduced the Career Challenge 
(Internal Recruitment System), the Self-career check-up system, and the Employee Trust Stock Compensation 
Plan (Stock Grant ESOP), among others. 

We have established an organization and human capital policy committee and have been working to 
strengthen organizational functions that promote management and business strategies. Going forward, we 
will accelerate initiatives that promote job satisfaction and motivation among each and every employee and 
further enhance individual capabilities and organizational strength through the appropriate placement of 
personnel. 
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Finally, I would like to discuss our efforts to realize our sustainability vision. 

In line with our national commitment to achieve carbon neutrality by 2050, we have established the 
TSUMURA Group Sustainability Vision. As a milestone, in the Sustainability Targets 2031, which spans the 
same period as the Long-Term Management Vision 2031, we have been promoting initiatives centered on 
reducing greenhouse gas emissions by 50%, switching to environmentally friendly packaging materials, and 
recycling water and waste, as you can see here. Progress in the first mid-term management plan was generally 
in line with plans. 
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As a result of these efforts, we received the highest A ratings in both climate change and water security 
assigned to us by CDP, a non-profit organization that operates an environmental information disclosure 
system, as assessed by environmental rating agencies. Double-A ratings are high, within 0.3% of the total, and 
we will continue our efforts to maintain and improve our ratings. 

For the TCFD climate-related financial disclosure information task force, we have studied the measures to be 
taken and disclosed indicators and targets in FY2022, including scenario analysis, risk and opportunity impact 
assessment, and business impact assessment based on the TCFD recommendations. 

The TNFD nature-related financial disclosure task force registered with the TNFD Adopters in September 2023 
and disclosed the results of its analysis of nature-related issues using the LEAP approach, locate, evaluate, 
assess, and prepare in FY2024. 
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Next, I would like to explain the second mid-term management plan. 

The theme of the second mid-term management plan is to promote growth strategies and investments to 
realize a future in harmony (Cho-WA). 

Here is the roadmap to realize TSUMURA VISION “Cho-WA” 2031. 

From what was presented at the time of the announcement of Vision 2031 and the first mid-term 
management plan, the plan for business entry of the formulation platform in the China business has been 
revised from the first period to the second period. 
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The numerical targets for FY2027, the final year of the second mid-term management plan, are sales of JPY234 
billion, operating profit of JPY43 billion, and ROE of 8%. The breakdown for domestic and China is as shown. 

 

The five strategic issues, which are the qualitative objectives of the second mid-term management plan, are 
as shown below. 

I will explain one by one. In addition, we will conclude this presentation with an explanation of our goals for 
the second period of our efforts to realize our Sustainability Vision. 
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Strategic challenge one is the further growth of the Kampo market through the expansion of standardization 
of Kampo treatments and the promotion of Kampo market. 

In order to create common value with society, the Tsumura Group will work together with medical 
professionals to solve the social issues in Japan, as shown below, with Kampo. The aging population has led 
to an increase in patients with dementia and heart failure associated with high blood pressure. Meanwhile, 
advances in cancer treatment have reduced mortality rates, but the number of cancer survivors, including 
those undergoing treatment or follow-up care, is on the rise, on the other hand. As a national policy, the 
government is promoting the rehabilitation (get back to society) of cancer survivors and their return to work 
by preventing cancer relapses and maintaining and improving their quality of life. 

In addition, while the number of female workers has been increasing year by year, accounting for 
approximately 45% of the total workforce, women suffer from various diseases specific to their gender and, 
in a stressful society, experience prolonged physical and mental disorders due to autonomic nervous system 
and hormonal imbalances, resulting in significant social losses. 

We have positioned the elderly, cancer supportive care, and women's health as three priority areas, and will 
continue to work toward solving these pressing social issues in Japan through Kampo. 
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We will introduce the background behind the continuing increase in the number of doctors practicing Kampo 
treatment in clinical settings. 

This graph, based on data from the Ministry of Health, Labor and Welfare, shows the percentage of physicians 
who graduated from medical school after the introduction of Kampo medicine education at university medical 
schools and medical colleges and who are engaged in medical practice in each fiscal year. 

Since 2001, items related to Kampo have been gradually incorporated into the Ministry of Education, Culture, 
Sports, Science and Technology's Model Core Curriculum for Medical Education, resulting in more in-depth 
study of the subject. As a result, Kampo medicine education has now been introduced in all 82 medical schools 
and universities. 

The percentage of physicians who have graduated with an education in Kampo medicine is increasing every 
year and is estimated to exceed 50% by 2025. It is estimated to increase to about 70% by 2031. 

Pre-graduation Kampo medicine education at a university medical school or medical university, followed by 
two years of clinical training with Kampo prescription as a resident under the supervision of a mentor at a 
designated clinical training hospital immediately after obtaining a medical license, and then accumulating 
experience in Kampo treatment as a practicing physician after graduation—in this era, there is a high 
probability that Kampo treatment will be incorporated into medical practice upon establishing a private 
practice. 
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Our goal is to contribute to the realization of a medical practice where patients can receive individualized 
Kampo treatment in any department of any medical institution. To achieve this goal, it is necessary to realize 
a medical practice where one out of two doctors, or more than 50%, treat patients with basic prescriptions 
for each area of medical treatment based on Kampo medicine. Because it must be a medical practice where 
patients with a variety of disease symptoms can receive Kampo treatment in the first or second facility. 

Currently, approximately 5.7% of physicians treat patients using basic prescriptions based on Kampo medicine 
in each medical field; however, we aim to achieve a state where 50% of physicians are doing so by 2031. To 
this end, by the end of FY2027, which is the final year of the second mid-term management plan, we will strive 
to achieve a state where 25% of physicians are doing so, while simultaneously aiming for approximately 70% 
of physicians to prescribe 10 or more prescriptions. 
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The average annual actual sales of physicians prescribing basic prescriptions for treatment areas in FY2024 is 
approximately three to 3 1/2 times the average annual actual sales of physicians prescribing 10 formulations. 
We have created a database of basic information, prescription names, prescription amounts, actual sales, etc. 
of physicians prescribing 10 or more Kampo formulations, which now account for more than 50% of our 
prescriptions. We will evolve from a focus on speed and quantity to a focus on quantity and quality through a 
data-driven approach. 

We already rank first in the pharmaceutical industry in 2024 in terms of the number of estimated details via 
the Internet, and we believe that our digital activities have reached a certain level of success in terms of 
awareness and memory of our Kampo products. 
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In the second mid-term management plan, we will create the best customer experience value by accurately 
grasping the needs of each individual physician, providing necessary and useful information for patient 
treatment digitally, and providing broad and deep Kampo information through real interviews with MRs. 

In providing information through our Kampo Digital Solutions, we will expand our information channels by 
introducing Kampo Connectors, who will serve as liaisons between physicians who have newly started 
prescribing TSUMURA's Kampo formulations and MRs and Kampo Online MRs. Additionally, we will introduce 
Kampo Online MRs to physicians who are already prescribing TSUMURA's Kampo prescription formulations, 
as well as physicians connected through online digital platforms such as HP and GP, to support the evolution 
of Kampo treatment through these new information channels. 

In addition, MRs will improve their level of proficiency in Kampo knowledge through the Kampo Meister 
System and provide flexible and extensive Kampo information beyond digital information to ensure attentive 
and interactive communication tailored to the needs of each individual physician. 
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With this information provision system, we have set a sales volume target of 1 million boxes per year in 
standard packaging in our second mid-term management plan. In terms of CAGR, the estimate is 
approximately 4%. 

With a basic policy of sustainable growth at cruising speed, we will conduct business activities and investments 
based on overall optimization, including procurement of crude drugs, securing production capacity, and 
building a system for providing diverse sales information. 
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The strategic challenge two is the creation of new value through KAMPOmics, the market development of 
evidence-based three preventive measures for pre-symptomatic diseases (disorders), and the challenge of 
globalizing Kampo. 

Our trademarked KAMPOmics is our proprietary research package that combines ingredients including 
cutting-edge technological research on metabolomics, genetics, gut bacteria, and systems biology to provide 
an integrated understanding of the complex actions of Kampo medicines. 

With this KAMPOmics, we aim to scientifically define specific pre-symptomatic diseases (disorder), establish 
diagnostic methods, and establish evidence-based Kampo pre-symptomatic stage treatment as the science of 
pre-symptomatic diseases (disorder). Based on the results of the basic research to date, the second mid-term 
management plan will advance clinical research to increase future feasibility. 

In the science of symptoms, we will promote the development of a system from constitutional diagnosis to 
personalized Kampo treatment by combining the development of a Kampo diagnosis support system and the 
creation of evidence for personalized Kampo cold treatment. 
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In the science of pre-symptomatic diseases (disorder), we will build on previous research results to evaluate 
the performance of intron retention and IR as markers of pre-symptomatic diseases (disorder), and to advance 
clinical research mainly in depression and frailty. To establish a scheme for services to improve pre-
symptomatic diseases (disorder) using pre-symptomatic diseases (disorder) markers, we will collaborate on 
the practical application of diagnostic kits and accumulate cases of pre-symptomatic diseases (disorder) 
treatment using Kampo. 

In research for personalized Kampo treatment, since 2018, we have been working with collaborating 
institutions on registry research using Kampo medical data and case accumulation to develop and improve 
the accuracy of predictive models of signs and symptoms. 
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In the second mid-term management plan, we will conduct system verification tests in clinical settings to 
improve the scientific accuracy of symptom diagnosis. We will conduct a system verification test in a clinical 
setting. We will develop a system infrastructure and build a system with the aim of standardizing and 
generalizing skilled Kampo diagnostic techniques by conducting system validation tests in clinical settings. 

In addition, as an individualized Kampo treatment, we will conduct clinical research on clinical symptoms and 
genetic factors in patients with sensitivity to cold to accelerate the accumulation of clinical evidence. 
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The strategic challenge three is to enter the traditional Chinese medical products business in China, develop 
value-added services for drug pieces and establish a traditional Chinese medicine development system. 

In the Chinese business, based on the progress of the first mid-term management plan, we have revised the 
plan to the second mid-term management plan to enter the formulations platform business and expand the 
business. 

In the formulations platform, there is no change in our business policy, and we are currently in contact with 
several potential partners, but we are proceeding with caution based on precedent. 

In the crude drug platform, we are currently negotiating a technology and business alliance for the drug pieces 
business. Through quality improvement and expansion of value-added services, we will improve the 
effectiveness and convenience of treatment for patients. 

The research platform is positioned to work on the formulations of ICH-level quality standards, the global 
standard for pharmaceuticals in the Kampo value chain, from crude drug seeds to finished products, and to 
be a research institute for the development and marketing of traditional Chinese medicinal products at this 
quality standard level. Preparations are underway to promote research in collaboration with external partners 
who possess excellent human resources, know-how, and research facilities. 
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As for the market environment for the drug pieces, the core business of the crude drug platform, the market 
size is on an expansion trend to approximately JPY5 trillion by 2023, as shown in the graph below. 

In Chinese medicine, a traditional Chinese medicine, diagnosis and treatment have been based on a unique 
system of medicine called valves and treatment, and each patient has been treated with a prescription that 
suits his or her individual needs. Considered a pioneer in personalized medicine, traditional Chinese medicines 
remain an indispensable component of traditional Chinese medicine. 

At present, as shown in the photo on the right, there are issues regarding convenience, portability, and 
uniformity associated with patients extracting drug pieces of traditional Chinese medicines prescribed by 
Chinese medicine practitioners at home. Additionally, there are concerns about efficacy and safety stemming 
from the raw herbal materials used. 

While there are issues regarding the quality of the raw material crude drugs for these traditional Chinese 
medicines, the Chinese government has issued a policy that emphasizes the traceability of crude drugs, and 
demand for Chinese medicinal drug pieces made from GACP-controlled and traceable raw material crude 
drugs is expected to increase. 
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In the crude drug platform, we are discussing technical and business alliance in the field of the drug pieces 
business. We aim to provide patients with high quality drug pieces and value-added services for personalized 
medicine through synergy effects of the sales channels and technologies of both parties. 

Our subsidiary in China, CHINA MEDICO CORPORATION, produces traditional Chinese medicines drug pieces 
from GACP-controlled and traceable raw material crude drug, and instead of having patients extract the herbs 
at home, we decoct the drug pieces according to each patient's prescription at our smart factory facilities, 
process and package the herbs into decoctions, liquid extracts, and extract granules, and then directly mail 
them to the patient. The personalized medicine service is now available. 

Personalized medicine is expected to greatly improve efficacy, safety, homogeneity, and even convenience, 
as it allows traditional Chinese medicine based on each patient's prescription by a Chinese physician in the 
dosage form desired by the patient. We believe that this business has tremendous potential, as it is expected 
to not only expand the market for drug pieces, but also to replace prescriptions from the traditional Chinese 
medicinal products and compounded granules. 
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Based on this analysis of the environment surrounding drug pieces, the crude drug platform will focus on 
expanding its business in the second mid-term management plan by improving business scale expansion and 
profitability, focusing on drug pieces with higher profit margins than raw material crude drug, and value-
added services for drug pieces, particularly personalized medicine. 

Specific measures for this include: first, we aim to expand the types and quantities of traditional Chinese 
medicines drug pieces from raw material crude drug by implementing GACP management and ensuring 
traceability. Second, we will work to expand sales of traceable drug pieces by leveraging our quality 
advantages, including business partnerships with drug pieces companies strong in hospital distribution 
channels and improving services for patients through Tsumura Group's proprietary personalized medicines 
technology. Through these measures, we aim to increase the sales ratio of drug pieces in the crude drug 
platform to over 50%. This will further improve the profitability of the crude drug platform and increase the 
overall profits of the China business. 
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The strategic challenge four is to establish a stable supply and low-cost operation system and improve product 
value by DXing the Kampo value chain for the purpose of creating the best customer experience value. 

The Tsumura Group is promoting DX for purpose, which covers the entire Kampo value chain, with the aim of 
creating the highest customer experience value. 

To further accelerate these efforts, a DX Committee will be established in FY2025, and each working group 
will be set up under the committee to promote DX measures across the organization. In order to create the 
highest customer experience value by promoting DX, we will promote Kampo digital solutions, stable supply 
and appropriate inventory, product value enhancement, and low-cost operations. 

Specific initiatives include: innovation of information provision activities through Kampo digital solutions, as 
explained in the strategic challenge one; upgrading the accuracy of sales plan execution and introducing 
production and procurement simulations; improving the efficiency of manufacturing processes and product 
quality; expanding the number of locations where automatic crude drug selection machines are installed and 
the number of products covered; and accelerating the Acceleration of manufacturing DX to reduce the 
number of night workers. 
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As in the first period, we plan to make large capital investments to ensure a stable supply system in the second 
mid-term management plan. We plan not only to increase the capacity of existing production bases, but also 
to expand the scope of automation of manufacturing processes at new production bases, starting from the 
design stage, in order to create a smart factory. 

By FY2024, the final year of the first mid-term management plan, we have introduced robots to all 
manufacturing processes, promoting automation, manpower saving, and labor saving in the transfer of large 
containers and the loading and unloading of cleaning pallets. 

At the same time, while placing the highest priority on product supply, we have been studying the automation 
of ancillary operations such as replenishing packaging materials and removing and attaching intermediate 
product container lids, which require minute movements, and will aim to implement these automated 
operations in the second mid-term management plan. 

We will work on the development and implementation of automation by replacing manual labor as much as 
possible, focusing on tasks with visual information and utilizing new robotics technology, cameras, sensors, 
and even AI, aiming to realize a smart factory and double physical labor productivity. 
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The strategic challenge five is to increase the value of the organization and human capital by fulfilling human 
capital that contributes to the realization of the Vision and promoting the development of an organization 
mechanism analogous to Kampo medicines. 

With the corporate purpose, we are practicing management aimed at realizing our vision to embody our basic 
philosophy, and since 2012, we have been continuing various efforts to improve the value of our 
organizational and human capital, which are our core capital for this purpose. 

In the first mid-term management plan, we have been working on activities to spread our philosophy, 
coaching, and team building, with the aim of creating an organization that is like an organization mechanism 
analogous to Kampo medicines, a group of people who pave new paths and are trusted by everyone in the 
Kampo traditional Chinese medicines business, for which there is no model in the world. 
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In the second mid-term management plan, the HR division will be newly established, with three departments, 
human resources department, and organizational development department, and Tsumura Academy 
department, and the organizational development department will be newly established to further strengthen 
functions related to organizational development. 

Organizational development is a measure that utilizes coaching and team-building techniques to address the 
various work styles of members within each organization, deepen their relationships with each other, and 
strengthen cooperation and connections among departments and members. The organizational development 
function will help the line manager to improve the quality of the team's relationships, thoughts, and actions, 
and ultimately the quality of the team's results, so that the team can achieve maximum results. 

In order to increase the value of organizational and human capital that contributes to the realization of our 
Vision, we have introduced a job-based personnel system for management positions beginning in FY2025. 

By clarifying the vision of each organization and the work required for each organizational function, and by 
clarifying the duties and skills required for each post, we will aim to maximize the results of each organization 
as a team in order to realize our vision by assigning the right people to the right places by combining the above.   
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Finally, I would like to discuss our efforts to realize our sustainability vision. 

To realize our sustainability vision, we are promoting various initiatives from the following four perspectives 
in order to achieve our Target 2031. 

In terms of realizing carbon neutrality, we have installed solar power generation systems at each of our 
production sites and will continue to work on reducing GHG emissions, along with switching to CO2-free 
electricity at our manufacturing sites. 

In terms of building TSUMURA Circular Economy, we have launched a product in which the container of bath 
herb has been changed to a material containing bio-polyethylene, and we will continue to promote the change 
to plant-derived and recycled materials in the future. 

In terms of realizing nature positive, TNFD's LEAP approach will be used to evaluate and analyze nature-
related risks and opportunities for crude drug production sites and production bases, and based on this 
analysis, measures will be taken at sites where dependence on and impact on natural capital is expected, 
leading to activities to protect the natural environment. 
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In conjunction with FY2027, the final year of the second mid-term management plan, we have set each issue 
and numerical target in four sustainability categories as Sustainability Target 2027, as shown in the figure 
below. 

In addition, as targets for FY2027 linked to the mid- to long-term performance-linked stock compensation LTI-
II as an incentive plan for executive compensation, we have set a 15% reduction in GHG emissions compared 
to FY2020, the cultivation of seven wild crude drugs, and a 30% conversion rate to new materials with an eye 
on de-plastics, and will work to achieve these targets.  This concludes my explanation. Thank you very much. 

Kitamura: Thank you very much. Kobayashi will then explain our financial and capital policies as well as our 
forecast for FY2025. Thank you. 
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Kobayashi: Yes, I am Kobayashi, CFO and Head of Corporate Management Division. Thank you. I will explain 
our financial and capital policies as well as our forecast for FY2025. 

Let me begin with our approach to improving ROE. 

To reach our target capital efficiency level of 10% ROE, we have broken down the components into earnings 
power, total assets turnover rate, and financial leverage, and are working to improve each of these 
components. The financial and capital policies for the second mid-term management plan will also be 
explained for each of these elements. 
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This section presents management indicators and their medium- and long-term outlook for the second mid-
term management plan. 

For the second mid-term management plan period, we have positioned it as a period to promote strategic 
investments for the development of a stable supply system and the enhancement of corporate value. 

Under this policy, operating margin and ROE are expected to temporarily decline due to higher capital 
investment and depreciation costs associated with increased production capacity, as well as higher labor costs 
resulting from the up-front hiring of factory personnel in preparation for the start of operations of new 
production lines. 

Our cost of equity is calculated at 7%, and under these circumstances, we will continue to generate a positive 
equity spread by ensuring that our ROE exceeds our cost of equity. On top of that, we aim to secure 8% ROE 
for FY2027 while continuing to make strategic investments. 

For FY2031, we aim to increase operating profit margin to more than 20% and ROE to more than 10%. Specific 
initiatives are explained on the following pages and beyond. 
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The following is the sales plan for the second mid-term management plan by segment. 

The domestic business is estimated to be JPY184 billion and the China business JPY50 billion. 

In the domestic business, in addition to volume growth centered on prescription Kampo products, we aim to 
achieve growth in OTC Kampo products by increasing the number of outlets handling them. 

In the China business, we plan to grow in the crude drug platform. In the first mid-term management plan, 
we expanded sales mainly of raw material crude drugs, but in the second mid-term management plan, we aim 
to expand sales mainly of drug pieces. 

Although the expansion of the formulation platform is not factored into the planned figures, we will continue 
to enter the traditional Chinese medicinal products business and build a foundation for it. 
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Investment and depreciation expenses projections. 

Capital investment planned in the first mid-term management plan was JPY67.5 billion, far below the initial 
plan of JPY115 billion. This is the result of an overall review of construction plans, including the utilization of 
existing facilities, in response to rising construction costs. In response to the shortage of pharmaceutical 
products in the market, we have put a priority on stable supply and have forsaken large-scale facility 
modifications that would have resulted in a temporary shutdown of our facilities. 

In addition to the Ibaraki No. 4 SD building, the No. 3 crude drug building, and the Tianjin plant, which are 
currently under construction, the second Mid-Term Management Plan includes the construction of a new 
granulation and packaging building in Ibaraki and a new plant in Gunma. Although the amount of investment 
is expected to grow significantly, given that construction costs have remained high at more than twice the 
level at which they were when the Vision was formulated, we will continue to invest for stable supply and 
growth by carefully checking the return on investment for each project while working to reduce and control 
the amount of investment. 
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Forecasted production costs. 

This graph shows manufacturing costs per unit, broken down into amortization costs in orange and labor costs, 
etc. in green. 

During the second mid-term management plan period, depreciation expenses will increase due to the start-
up of the second and third manufacturing buildings at the Tianjin plant. 

In addition, the construction of the Ibaraki No. 4 SD building, the new granulation and packaging building, and 
the new Gunma plant will be concentrated, which will combine with up-front hiring to train personnel to work 
on the production lines and an increase in personnel related to plant design and engineering, and labor costs 
are also expected to rise. 

As a result, manufacturing costs per unit for the two mid-year periods are expected to increase, as shown in 
the upper gray line. 

Looking forward to FY2031, although depreciation costs will continue to rise, labor costs are expected to 
decrease as the new, highly automated manufacturing lines come online. 

From FY2031 onward, productivity is expected to increase dramatically with the operation of the new Gunma 
Factory, which has been further automated. 
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This graph shows the physical labor productivity of the packaging process of manufacturing. 

The solid line shows the transition when new robots and AI technologies are not utilized, and the dotted line 
shows the transition when they are utilized. 

The use of new robots and AI technology is still in the process of being considered for implementation and is 
not incorporated in this plan but is explained as an initiative to improve productivity. 

The existing packaging building, shown in blue, will require new robot technology to install additional 
automation equipment due to layout constraints, but the realization of this technology will raise the bottom 
line as shown in the dotted line. 

The green shows the Ibaraki New Manufacturing Building, which is under construction. The latest equipment 
will be installed, and the layout will be secured for further automation in the future. 

The red shows the manufacturing building of the new Gunma plant that is planned in the future. Automated 
facilities currently under development will be implemented from the initial stage to achieve significant labor 
savings, including unmanned nighttime operation. 

By combining these efforts and studies, we aim to double the physical labor productivity of the entire 
manufacturing process by 2035, when the new Gunma Plant will be in full operation. 
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Next, I will explain how we will improve profitability by reducing crude drug procurement costs. 

This graph shows the percentage of cultivated land under our own management in total procurement and the 
trend in crude drug procurement costs. 

Due to the expansion of our cultivated land under our own management, our procurement price index has 
remained stable at a low level compared to market prices, and in the last fiscal year, we achieved a cost 
reduction compared to the previous year. To further reduce the number of crude drugs, we will promote 
measures such as cultivating wild crude drugs, improving the yield of cultivated crude drugs, and automating 
and mechanizing the processing of production areas. 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
44 

 

 

Next, I would like to discuss the improvement of profit margins in our China business. 

Although the crude drug platform, on which we have already developed our business, continues to be 
profitable, our overall business in China is in the red due to upfront costs for future business development. 

As explained earlier in the strategic challenge three, in the crude drug platform, we will work to improve 
profitability and turn the overall China business profitable by expanding sales with a focus on drug pieces, 
which have higher added value than raw material crude drugs, and personalized medicines service. 

In the formulation platform, we will strive to improve profitability by entering the traditional Chinese 
medicinal products business and building a foundation to realize our long-term management vision. Through 
these efforts, we aim to achieve an operating income margin of 15% or more for the China business as a whole 
in the future. 
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Next, I would like to discuss efforts to improve the total asset turnover ratio and balance sheet improvement. 

We recognize that improving CCC is a medium- to long-term issue and will make improvements based on the 
balance and risks throughout the supply chain. 

The CCC improved by about 1/2 month as a result of efforts to shorten the accounts receivable site, which 
were promoted in FY2024. 

We aim to further shorten the CCC of the operation cycle by about three months by promoting the 
transformation of the entire Kampo value chain, starting from the cultivation of crude drugs, using the 
developed and introduced system for compounding crude drugs as a pillar of the system. 

In FY2024, we reduced cross-shareholdings by approximately 30% compared to the end of FY2023, but we 
will not stop moving forward and will first achieve a 50% reduction as soon as possible. Although it is a 
prerequisite that we fully respect the wishes of our business partners through dialogue with them, we intend 
to accelerate our efforts with the aim of achieving zero in principle during the second mid-term management 
plan period. 
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Next is financial leverage. 

Here is our cash allocation for three years of the mid-term plan. Cash outflows during the second mid-term 
management plan period are expected to be more than JPY200 billion for investment in growth, mainly to 
increase production capacity in domestic operations, and more than JPY33 billion for shareholder returns. 

Cash inflows to cover this amount are expected to be JPY70 billion from operating cash flow, JPY20 billion 
from balance sheet management such as reduction of cross-shareholdings and utilization of cash reserves, 
and more than JPY143 billion from interest-bearing debt. 

Funds for large-scale investments will be secured primarily through the use of financial leverage to improve 
capital efficiency by increasing interest-bearing debt. As a result, the capital adequacy ratio is expected to 
decline, but we will firmly pursue an optimal capital structure while ensuring financial soundness. 
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Finally, we will explain our financial results for FY2024 and our forecast for FY2025. 

The FY2024 financial results are shown in the shaded area of the table. 

Compared to the revised plan announced in February, sales fell slightly short, operating profit was achieved, 
but ordinary profit and profit attributable to owners of parent were not achieved. 

First, sales were JPY181 billion, JPY1.2 billion below the revised plan. Although the lifting of limited shipments 
has led to a recovery trend in domestic sales of prescription Kampo products, the pace of recovery has been 
slower than expected, and the main reason for this is that sales in February were not as planned. 

Volume growth during three months of Q4 was only 4.4%, compared to the revised plan's assumption of 9%. 

SG&A expenses decreased compared to the revised plan mainly due to a decrease in the bonus reserve 
resulting from a change in the ratio of monthly salary to bonus from FY2025, and a reduction in DX-related 
and ERP-related outsourcing expenses. 

As a result, operating profit was JPY40.1 billion, exceeding the plan. 

The reasons for not achieving the plan for ordinary profit and profit attributable to owners of parent were 
that foreign exchange gains on loans to overseas subsidiaries were lower than the amount factored in at the 
time of the earnings revision due to the yen's appreciation at the end of March compared to the time of the 
earnings revision. 
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We will then explain the YoY comparisons. 

Both sales and profit increased YoY. 

Sales increased by 20.1% from the previous year. In the domestic business, sales of 129 prescription Kampo 
products increased by 21.9%, mainly due to the NHI price revision, and sales of OTC Kampo medicine increased 
by 18.8%, thanks to the expansion of the number of stores handling them. 

The China business increased by 10.1% due to expanded sales of raw material crude drugs and drug pieces. 

I will explain operating profit in the following page. 
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These are the factors for YoY change in operating profit. 

Operating profit of JPY40.1 billion was an increase of JPY20.1 billion from the previous year. The impact of the 
sales increase will be a positive JPY29.3 billion, of which JPY29.2 billion will come from the domestic business 
and JPY90 million from the China business. 

The impact of the increase in cost of sales was minus JPY0.7 billion. The breakdown is minus JPY4.7 billion, 
with the largest impact from an increase in processing and other costs. We took measures to reduce the 
impact of manufacturing problems in certain areas, reviewed equipment maintenance costs, and we had a 
certain improvement, but the increase in shipments from the Tianjin plant during the initial stage of operation 
had a significant impact. 

Other factors included crude drug procurement costs of minus JPY0.3 billion due mainly to a JPY2.6 billion 
increase in unit prices of certain crude drugs such as Japanese pepper Sansho, and minus JPY0.7 billion due 
to higher prices for raw materials such as lactose, despite an improvement of JPY2.3 billion due to lower 
unrealized profits. 

The impact of the increase in expenses was a negative JPY1.1 billion. This is mainly due to an increase in 
expenses associated with the startup of the integrated core system. 

Foreign exchange impact was minus JPY2.4 billion. This is mainly due to the impact of higher import costs of 
crude drugs caused by the weak yen. 
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These are sales of drug-fostering program formulations and growing formulations. 

The asterisked Daikenchuto, Yokukansan, and Goshajinkigan are three of a total of 66 prescriptions that were 
subject to price re-evaluation as money-losing products in the April 2024 NHI price revision. Sales of these 
growing formulations increased significantly over the previous year, mainly due to higher NHI drug prices. 

Sales of Gorrei-san expanded its growth rate over the previous year due to aggressive information provision 
activities in line with the needs of headache, dizziness, and other symptoms. 

Sales of five formulas, Rikkunshito, Hochuekkito, Kamishoyosan, Kamikihito, and Ninjinyoei-to, including other 
formulas, as a whole, were more affected than expected by the limited shipments. Depending on the facility, 
even if there is limited shipment for a single prescription, there may be cases where information regarding 
the lifting of limited shipment for each item is not communicated properly, and we believe that we may have 
underestimated the impact of limited shipment to some extent. 

Based on this analysis, as indicated in the strategic challenge one, we intend to contribute to solving social 
issues through the power of Kampo and achieve sustainable growth at a cruising speed by utilizing various 
information provision channels and providing broad and deep information tailored to the needs of individual 
physicians. 
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This is the forecast for FY2025. 

The outlook is for increased revenue but decreased profits. Sales totaled JPY188.0 billion, with JPY167.9 billion 
coming from the domestic business and JPY20.1 billion from the China business. The China business includes 
a negative foreign exchange impact of JPY0.9 billion. 

Operating profit is JPY34.2 billion, with JPY34.7 billion in the domestic business and minus JPY0.5 billion in the 
China business. I will explain the increase/decrease factors on the next page. 

Ordinary profit is projected at JPY34 billion, profit attributable to owners of parent at JPY23 billion, ROE at 
7.5%, and EPS at JPY302.95. 
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This is an analysis of factors that may cause changes in operating profit forecast for FY2025. 

This is the gross profit from increased sales in the domestic business, plus JPY4.4 billion. 

The cost of procuring crude drugs is expected to decrease by JPY1.2 billion due to a decline in the average unit 
price of crude drugs as a result of expanding our cultivated land under our own management, while an 
increase in unrealized profits is expected due to securing crude drug inventories as part of BCP measures. 

We expect raw material costs to be minus JPY0.6 billion due to higher unit prices, processing costs to be minus 
JPY3.7 billion due to an increase in depreciation at the Tianjin plant, which is included in cost of sales, and an 
increase in domestic labor costs, and foreign exchange effects to be plus JPY0.7 billion due to the assumed 
yen appreciation. 

SG&A expenses are expected to have a negative impact, JPY5.5 billion. The main breakdown is as follows: 
JPY2.2 billion in increased personnel expenses, mainly due to an increase in the amount of performance-linked 
bonuses corresponding to the previous year's profits; JPY500 million in increased R&D expenses; and JPY500 
million in expenses for securing external warehouses to handle BCPs, etc. 
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Final item, there is shareholder returns. 

On November 7, 2023, as part of our efforts to increase corporate value over the medium to long term toward 
the realization of TSUMURA VISION “Cho-WA” 2031, we announced the revision of our basic capital policy 
and shareholder return policy with the aim of further enhancing shareholder returns while maintaining a 
balance between maintaining financial soundness and investing in growth under management based on 
balance sheet management.  

Based on the earnings forecast and shareholder return policy as explained above, the annual dividend for 
FY2025 is projected to be JPY136 per share, the same amount as the current fiscal year. This means that the 
dividend will be maintained despite a decrease in income, and the dividend payout ratio will be 44.9%, a 
significant increase from last year's result of 31.8%, and the DOE will be 3.4%, as you can see. 

Although the level of DOE will temporarily decrease, our shareholder return policy based on DOE will remain 
unchanged. From the next fiscal year onward, we will aim to maintain or gradually improve this level to 
achieve a DOE of 5%. 

That concludes my presentation.  Thank you for your attention. 

Kitamura: Thank you very much. Next, Yamashita will explain the progress of the US development of TU-100. 
Thank you. 
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Yamashita: My name is Yamashita from the International Planning Department of the Research and 
Development Division. Thank you. With regard to the US development of TU-100, we have now completed 
the analysis of the results of the late-stage Phase II study and would like to report our progress, including a 
review of last fiscal year's results briefing. 

TU-100 is a development product manufactured from the same crude drug ingredients as Tsumura 
Daikenchuto, a prescription drug in Japan. We are currently conducting drug development of TU-100 in the 
United States with a focus on postoperative ileus (POI), which is considered an unmet medical need. 
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Prolonged hospitalization due to POI is a serious problem in the U.S., where health care costs are high. We 
have therefore challenged a large-scale Phase II study of TU-100, for which evidence is accumulating, in 402 
subjects who had undergone bowel resection, with the support of 36 facilities across the US for the 
development concept. 

At the time this study was initiated, it was during the pandemic of COVID-19, which was a very difficult 
environment to conduct the study, but the study was completed on target. 
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The primary analysis results of the study were published on April 16 in ClinicalTrials.gov, a US clinical trials 
database, in accordance with US legal requirements. 

So today we would like to share some of the results with you. The contents of the following explanation are 
not intended as advertising or medical advice. 
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First, as for the study design, subjects were randomly assigned to one of three groups: placebo, TU-100 7.5g, 
or TU-100 15g group, and received the study drug from the day after surgery. 

In this study, subjects were using a combination of perioperative management called ERAS, which aims for 
early postoperative recovery. Furthermore, since the COVID-19 pandemic, the duration of hospitalization has 
tended to shorten, resulting in a shorter than expected duration of study drug administration. 

 

 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
58 

 

 

Under these conditions, there was no significant difference between the TU-100 group and the placebo group 
in terms of time to recovery of gastrointestinal function, the primary endpoint. 

On the other hand, as shown in the figure on the left, as a secondary endpoint, the percentage of subjects 
whose gastrointestinal function recovered according to the number of postoperative days was evaluated, and 
a significant difference was observed between the TU-100 7.5 g group and the placebo group on postoperative 
day two, which is important for early recovery. 

In addition, the median length of hospital stay, shown in the figure on the right, was reduced by one day in 
the TU-100 7.5g group to two days, compared to three days in the placebo group. We believe that a one-day 
reduction in hospital stay is a positive result for the patients and from the perspective of reducing the high 
cost of hospitalization in the United States, as we have been conducting the trial. 
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Looking at the US medical environment, the relatively simple bowel resection patients who were the subject 
of this study were discharged from the hospital at an early stage before defecation was confirmed in the wake 
of the COVID-19 pandemic, and this trend is expected to remain unchanged. 

We believe that the duration of hospitalization in this study was also shorter than we had expected at the 
very beginning of the study, making it difficult to see the effect of TU-100. 

On the other hand, complex major abdominal surgery requires a longer hospital stay than bowel resection, 
and the recovery of gastrointestinal function will be an important factor affecting discharge decisions in the 
future. 

This situation increases the likelihood of confirming a more definitive effect of the drug on the restoration of 
gastrointestinal function. Furthermore, in these areas, there is a strong need for drugs that improve POI and 
shorten hospital stay through multiple mechanisms, such as gastroprokinetic and anti-inflammatory actions. 

We believe that TU-100 is a drug that fits these medical needs. Therefore, based on the results of this study 
and future medical needs, we would like to finalize our future direction with the advice of specialists and 
consultants in Japan and abroad. 

We are planning to hold an R&D presentation by the end of this year and will report on our progress at that 
time. That concludes my explanation. Thank you very much for listening. 

Kitamura: Thank you very much. As Yamashita mentioned earlier, we are planning to hold an R&D briefing by 
the end of this year to explain the future direction of clinical development of TU-100 and to provide an 
opportunity to explain our specific initiatives on the themes of the science of pre-symptomatic diseases 
(disorder) and personalization of Kampo medicine. We will make an announcement regarding this as soon as 
the date is set. 
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Question & Answer 

 

Kitamura [M]: We will now move on to the question-and-answer session. First, we will take questions from 
those in attendance at the venue and then from web participants. Please note that we will limit the number 
of questions to two per person 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. 

We will now take questions from the participants at the venue. Please ask your question after stating your 
company name and name.  What are your thoughts on that? Yes, Daiwa Securities, Mr. Hashiguchi. 

Hashiguchi [Q]: My name is Hashiguchi from Daiwa Securities. The first question is about milestones for the 
China business on page 31. There was a similar slide before, but compared to the previous slide, I think there 
are now very few, if any, quantitative comments. 

As initiatives during this second mid-term plan period, I feel that it has become somewhat unclear compared 
to before what kind of future you are aiming for. Could you please confirm what you are aiming for in terms 
of the formulation platform and crude drug platform, including quantitative aspects? 

In the last issue, I believe you mentioned that by FY2031 you would have the top 10 in the formulations in the 
industry, the top market share for crude drugs, and total sales of JPY10 billion, so I would like to ask you about 
this. 

Kato [A]: Can I answer one by one? Thank you very much for your question. It would take a long time to 
explain the various points, but the basic policy has not changed. 

This is based on the concept in China of “dialectical treatment” mentioned earlier, where the drug pieces is 
quite valuable and the market size is large. Therefore, the crude drug platform has been expanding its raw 
material crude drug business to establish recognition of the high quality of crude drug, which are produced in 
accordance with GACP standards and have traceability by selling raw material crude drug so far. 

However, since it has already been decided that the core of our full-scale business will be the drug pieces 
business, we must develop this hospital sales channel. As you know, drug pieces is not very convenient and 
there are also quality issues, so we believe that providing services through a smart factory that can cater to 
individual patients will be much more beneficial for patients. Therefore, we will focus on expanding this area. 

As for the scale of the project, this is not going to change much from what we have been putting out since the 
personalized medicines service came out, because there have been various simulations. Basically, as a 
possibility that can be expanded, there is of course the possibility that the drug pieces will change to the 
personalized medicines service, and as I said in my little comment, in dictation, there is also the possibility 
that the traditional Chinese medicinal products will change to this personalized medicines service. 

The market for single-flavor granules has been around for quite some time, but the market has come to 
recognize that these granules are not as effective as complex preparations. Therefore, the concept of the 
crude drug platform is to aim to go beyond what we have been aiming for by replacing such products. 

As for the traditional Chinese medicinal products platform, there is an issue of Shaanxi Unisplendour Life Care 
Pharmaceutical, and there is some political issue behind it, so we have to proceed with caution. We are 
cautious about this, but they are rather cautious as well. 
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We believe that what we are doing will gradually spread as it is understood that what we are doing is beneficial 
to the health of the Chinese people and to the Chinese industry. Doing things poorly and quickly does not 
necessarily lead to positive results, so we will proceed here in stages, carefully taking such things into 
consideration. 

Even with regard to what we are presenting here as an image for 2031, there are basically various coronas 
and various situations, so we are not saying from the outset that we will definitely do things exactly as they 
are. As we have mentioned many times, in order for the Chinese public to recognize that we are a company 
of traditional Chinese medicines that supplies truly good products, we must reach a certain scale in order to 
be used by a large number of patients, our basic policy has not changed in that sense as well. 

So, although you mentioned quantitative, I hope you will understand that there has been no major change 
from the past policy. 

Hashiguchi [Q]: So, it hasn't changed quantitatively. 

Kato [A]: Yes, basically the direction we are aiming for has not changed. Yes, thank you. 

Hashiguchi [Q]: Thank you. A little bit related to that, the second question is about the financial strategy and 
the concept of cash allocation. On page 54, you mention an additional JPY200 billion for production capacity 
expansion, etc., and I understand in this plan you are going to increase leverage by increasing interest-bearing 
debt. 

On the other hand, when I look at the graph of investment on page 48, I see that the amount of investment 
alone here is already about JPY200 billion. For example, in the China business, when a reasonably large deal 
comes in on a formulation platform, for example, I wasn't sure where the investment money would come 
from in this. If there are good projects in China, how much cash can be generated by leveraging the current 
situation while there is a certain level of cash needs for production capacity expansion? 

I suppose this also goes hand in hand with how far you aim to take the China business, but I would like to 
know what you think of the funding source at this point. 

Kobayashi [A]: Thank you for your question. As you mentioned, a significant portion of the cash allocation 
shown in the table on page 54 for the production capacity expansion and other investments is for 
manufacturing facilities. In addition to this, the Chinese business is also based on the possibility of M&As in 
the area of drug pieces. 

On the other hand, as I mentioned earlier, anything beyond that, such as traditional Chinese medicinal 
products, the formulations platform is not included in the planned figures. I believe you understand that this 
is not included. 

If this were to lead to some kind of major investment with a cash outflow during the current mid-Term plan 
period, I believe there are two possibilities. 

First, regarding interest-bearing debt, we believe that we have sufficient flexibility to increase interest-bearing 
debt beyond the cash inflow plan presented here while maintaining financial soundness. That is one thing. 

The other point I mentioned was improving CCC. We have included most of the planned figures here, but of 
course, this does not mean that everyone within the company agrees with them. We will continue to make 
efforts to improve CCC that will lead to more cash-in, taking into account various automated facilities and 
more efficient supply chain as a whole. That is all. Thank you very much. 
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Hashiguchi [M]: Thank you very much. 

Kitamura [M]: Thank you very much. Does anyone have any other questions? Yes, Mr. Sakai. 

Sakai [Q]: My name is Sakai from UBS Securities. Excuse me, I would like to ask you again about the concept 
of this mid-term plan. 

In the first period, you said that the first two periods of the three-year period would be an investment period, 
and that the company would achieve solid growth in the third year, correct? In the third period, if this, the 
20% NHI price, had not been revised, you would have ended up missing your target. 

Based on the lessons learned from this period, I assume that your company has already started planning for 
the second period. However, if you proceed with the current plan, I think you will see a decline in profits in 
both the first and second period. I don't know about the middle period, since the figures are not shown, but 
it would mean that the profit level would finally exceed JPY40 billion in the third period, wouldn't it? 

Then I would ask, is there really a “Cho-WA,” Growth Strategy for Future Realization, that is being touted 
here? In creating this Mid-Term Management Plan, is it correct to say that the growth business that you expect 
the most will be in China? 

I believe you mentioned that domestic sales will increase by approximately 5%. Could you please tell us 
whether you are confident that you will be able to offset this increase, and whether you are confident that 
you will be able to manage this properly? 

Kato [A]: Okay, thank you for your question. I would like to explain the main concept, but the goal has not 
changed at all. The domestic business is really our core business, and since we have a large share of the market 
for traditional Japanese medicine, we have to support this business properly. As I indicated in this context, in 
terms of the business environment, I believe that there is still more space of potential market amid a 
background of increasing numbers of patients and increasing numbers of doctors prescribing drugs. 

The concept of the mid-Term plan has not changed at all from the beginning, that is, we want to bring it to 
the point where the people can receive Kampo treatment properly. This is what we have set forth in our vision, 
and it has not changed at all. 

In the midst of this trend, we wanted to prepare for the second phase by making investments in the first phase, 
but as you can see, there was the COVID-19 pandemic, and there was also a considerable rise in construction 
costs, so we were not sure at what point the situation would normalize. We are trying to use what we can use 
for the time being, but to be honest, we are moving things back a little bit. 

That balance is now shifting into the second period, so while some of the focus that was on the first period is 
now spreading to the second period, it is true that the first and second periods are starting to look a little 
different. 

The increase due to the NHI price revision mentioned earlier allowed us to land on a very high place in the 
final year of the first period. Of course, we are aware that without the NHI price revision, the situation would 
have been very serious, and we are considering how we can structure our business in this regard, not only in 
the China business, but also in other areas as well. We are also considering the establishment of a new 
business model for the China business. 

For the second period, we will expand our domestic business while also doing business in China, so we do not 
intend to rely solely on the China business. In this sense, we are very sorry to say that the domestic market is 
suffering from a shortage of pharmaceuticals, and there is a great demand for a stable supply of 
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pharmaceuticals. I believe that we will be able to build our core business on a firm footing by establishing a 
more solid status than ever before by providing a stable supply of high-quality Kampo products. 

Furthermore, the labor market is extremely challenging, so we anticipate that if we do not take steps now to 
produce as much as possible with as few people as possible, we will face significant difficulties in the future. 
Therefore, our immediate priority is to establish a production system that can deliver cost performance to the 
next generation, or in other words, a low-cost operation, by balancing improvements that can be made within 
the existing limited space with reforms that can be implemented from scratch. 

We have formulated the second mid-term management plan based on the idea that by doing so, we will be 
able to reap the fruits of our efforts in the future. 

Sakai [Q]: I understand. The reason I asked whether your Chinese business will be a growth driver is because 
of this table on page 34. The point is, it is drug pieces, and it seems to be a rapidly expanding picture. Indeed, 
when I looked at your company's Chinese drug pieces business, I got the impression that the Chinese drug 
pieces market itself is enormous, but I think you said that you lack partners, or there are no partners. 

Now, Mr. Kobayashi, you mentioned that you are thinking about MA as well, for drug pieces. What is the story 
with Hongqiao in the first place? This is whether or not that partnership is factored into these numbers. Can 
you tell us a little bit about this, for confirmation? 

Kato [A]: Basically, we are continuing negotiations, so it is true that we are considering this as an assumption, 
and we are factoring a certain scale into our plans as well. The partnership has not yet been formally 
established, and we have not yet reached the stage where we are seriously considering the next steps and 
future business strategies with our partner companies. Therefore, it is difficult to incorporate details regarding 
future development and expansion potential at this stage. However, we have included certain information 
based on the current situation. 

Therefore, as I mentioned earlier, there are many sensitive issues involved, and rather than rushing to make 
decisions or move forward, we would like to take our time to establish a solid framework. We apologize for 
the delay, but we are currently proceeding with caution. That is all. 

Sakai [M]: I understand. Thank you very much. 

Kitamura [M]: Thank you very much. We will now close the questions from the participants in the venue, and 
we will take questions from web participants. If you have any questions, please press the raise your hand 
button on the screen and we will nominate you. 

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

Yoshida [Q]: Thank you for your presentation. My name is Yoshida, Tokai Tokyo Intelligence Laboratory. I have 
two questions. I would like to ask about the performance of the current period. I am looking at page 60. I have 
two questions. First, I have the impression that sales growth is not as strong as expected this time. The figures 
for domestic growth, in terms of sales growth, were lower than we had hoped to achieve last year, and we 
had expected them to be higher this term, but it seems that they have been suppressed. As background to 
this, it sounds as if you heard something earlier about stopping something temporarily in the process of 
making an investment, so please tell me about that. Would it be better to put two questions together now? 

Kitamura [M]: Yes, I would like to have two questions. 
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Yoshida [Q]: Yes, regarding the second point, the increase in labor costs and personnel expenses, on slide 60, 
there are various comments scattered throughout, including the performance-based bonuses mentioned 
earlier, and there were various other points as well. 

In the initial explanation, you mentioned proactive hiring or hiring personnel in advance in preparation for 
future expansion, including training. Will this begin to some extent during the current fiscal year? Also, the 
performance-based bonus of JPY2.2 billion seems like a large amount. Was it not possible to do this in the 
previous fiscal year? If you had done this in the previous year, I don't think the fluctuation in profit would not 
be a large factor, but could you also tell me your thoughts on this area? That is all. 

Kobayashi [A]: Yes, thank you very much, Mr. Yoshida. Regarding the first point, I think one of the first things 
you mentioned was domestic sales in the sales increase, and we have included a forecast of over 4.5% for the 
increase in domestic sales. 

I think your question is about how to view this conservatively. As I mentioned earlier, we are aiming to steadily 
increase sales at a pace of 1 million boxes, and this is the figure we have factored in as we aim for growth at 
a cruising speed. 

In that sense, now that all limited shipments have been resolved, we will of course aim to increase sales 
volume beyond current projections through dialogue with doctors, as they will now be able to prescribe 
products that were previously unavailable. However, including this factor, we currently estimate a 4% increase. 

I also mentioned that we had to suspend investment during the process. I may not have explained this fully, 
but in the midst of the COVID-19 situation, there was a dramatic increase in demand due in part to 
replacement demand, so we had no choice but to make limited shipments. 

Originally, we had planned to proceed as planned, including the promotion of automation within the factory 
and the renovation of factory equipment for automation purposes. However, in order to do so, it was 
necessary to temporarily suspend factory operations, among other things. 

In order to ensure a stable supply, or in other words, to cope with increasing demand, we had to give up such 
measures. Therefore, I think it is safe to say that there is no particular relationship between the increase in 
sales and sales. 

As for the labor cost, the labor cost is actually included in the processing cost. 

As for the advanced hiring, we have been progressing with advanced hiring and will continue to do so for 
training purposes in preparation for future operations. If you look at the material, I would like you to look at 
page 49. 

We expect that the number of advance hires will gradually increase during this mid-term plan period, so in 
terms of labor costs, we expect to continue to see an increase during the period prior to the start of operations. 

And as for performance-linked bonuses. 

Kato [A]: Okay, I will answer. Regarding personnel expenses, I believe there was a question about why it 
wasn’t possible to implement this in FY2023. Of course, there are various standards for wage increases in 
society, but we also have a labor union, so after discussions with the union, we have decided to implement a 
wage increase for two years at a certain level. 

One big part of this is that the criteria regarding bonuses will be on a so-called ordinary profit basis. Then, the 
large amount of ordinary income generated last year would determine what would be allocated there this 
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year, and a large portion of that would go into the current fiscal year. In short, if they come in one term off, 
they are in this term because of this type of mechanism. That is all. 

Kitamura [M]: Thank you. Did that answer your question, Mr. Yoshida? 

Yoshida [M]: Yes, thank you very much. 

Kitamura [M]: Thank you. We have about four minutes left, and I would be happy to take one more question. 
Aren’t there any web participants? If there is one more question from the venue. Now, Mr. Hashiguchi. 

Hashiguchi [Q]: My name is Hashiguchi from Daiwa Securities. I would like to confirm the future direction of 
TU-100. Is it safe to assume that development will continue as planned? If the drug is marketed at the same 
price as in Japan, I think it is conceivable that it will be used because its cost-effectiveness has been recognized 
based on the difference from the placebo. But is that enough to make it a business? So, if we were to offer 
this service at a price that would make it viable as a business, I'm not sure if this effect size would be acceptable. 

Since we only have data for the entire group this time, could you tell us whether it is possible to identify areas 
where the treatment is likely to be more effective by analyzing subgroups based on factors such as background 
and surgical procedures? 

You mentioned that the length of hospital stay is one day, but if we look at the figures listed on 
ClinicalTrials.gov, which are a little more rounded, I think the actual difference is smaller than one day. Could 
you please clarify this point as well? 

Konda [A]: I am Konda, the person in charge. Mr. Sakai, thank you for your question. Regarding the future 
prospects for TU-100, we are currently consulting with domestic experts and consultants, interpreting the 
results of the clinical trials, and reconfirming the target for postoperative ileus in the future, as well as market 
needs. We are also calculating the target drug price and cost-effectiveness and conducting on-site visits and 
surveys. At present, we are considering various scenarios. 

In any case, we would like to report promptly at the appropriate time once the next outlook is finalized, but 
as you can see, the reduction in the length of hospital stays has emerged as a low-invasive aspect. I think that 
the demand will remain unchanged in the future, as there seems to be a longer case, and that is where the 
demand is particularly strong. We are currently evaluating the cost-effectiveness of pursuing such 
opportunities in the future. I hope I can catch up a little bit, but I am not sure if I am communicating the intent 
of the question well enough in my answer. 

Hashiguchi [Q]: So, you are saying that, for example, in endoscopic surgery, the difference was stronger? 

Konda [A]: Thank you. Looking at the overall picture of the number of cases this time around, roughly 90% of 
the cases are laparoscopic procedures. Even when we divided them into smaller categories, there was no 
significant difference, but we recognize that Fto is likely to be useful for surgeries that will be in demand in 
the future. 

Hashiguchi [M]: Okay, yes, please tell me again. Thank you very much. 

Konda [M]: I'm sorry, I have to reiterate. 

Kitamura [M]: Thank you very much. Now that our time is up, we will conclude the presentation of the 
financial results for FY2024. Thank you very much for your participation.  

[END] 
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