
 

 

 

 

 

 

 

 

  

TSURUHA HOLDINGS INC. 
1st Quarter of FY5/21 Financial Results Announcement 

 

September 14, 2020 



 
 

 

Support 
Japan 03.4405.3160   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
1 

 

Event Summary 

 

[Company Name]  TSURUHA HOLDINGS INC.  

 

[Event Type]   Earnings Announcement 

 

[Event Name] 1st Quarter of FY5/21 Financial Results Announcement 

 

[Fiscal Period]   FY2020 Q1 

 

[Date]    September 14, 2020 

 

[Number of Pages]  29 

  

[Time]    15:30 – 16:30 

(Total: 60 minutes, Presentation: 19 minutes, Q&A: 41 minutes) 

 

[Venue]   Webcast 

  

[Venue Size]    

 

[Participants]    

 

[Number of Speakers]  2 

Makoto Murakami  Executive Officer and Chief Administrative 

    Officer 

Takuya Yamazaki  Investor Relations Manager 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

Support 
Japan 03.4405.3160   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
2 

 

Presentation 

 

Yamazaki: Now, it is time for us to hold a financial results briefing for the first quarter of the fiscal year ending 
May 2021. 

Let me introduce today's attendees. Murakami, Executive Officer and Chief Administrative Officer.  

Murakami: I am Murakami. Thank you. 

Yamazaki: I am Takuya Yamazaki, Investor Relations Manager. I will also be today's moderator. Thank you in 
advance. 

At today's briefing, we will explain our financial results briefing materials while sharing them on a screen. 
Please also refer to the Company's financial results briefing materials, supplementary materials, and earnings 
briefing on the Company's website. 

For today’s presentation, first, Yamazaki will explain the outline of our business performance, followed by a 
briefing from Murakami about our initiatives and policies for the fiscal year under review. Thereafter, we will 
move on to a question-and-answer session. 

Then, we will move on to the financial results briefing. Thank you. 

First, Yamazaki will explain the outline of our business performance. Please note that as stated on page one 
of the material and on the table of contents, the first quarter profit and loss does not include the figures of JR 
Kyushu Drug Eleven Co., Ltd. 
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Please refer to page three. 

In the first quarter of the period ending May 2021, sales increased 7.6% from the previous year to JPY224.6 
billion, and operating margin increased 20.1% from the previous year to JPY15.1 billion.  

Despite negative factors such as the disappearance of inbound demand and sluggish sales of seasonal 
products, increased demand related to the coronavirus has continued since the end of the previous quarter, 
resulting in a significant boost to sales. We also recognize that we have been able to control selling, general 
and administrative expenses well. 

Major topics are described in the following section. In the second half, Murakami will explain. 
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Please refer to page four. Consolidated financial results for the first quarter of the fiscal year under review are 
detailed in the table above. 

Existing stores sales increased 0.3% more than assumption for the full fiscal year and increased 0.4% more 
than assumption for the first half.  

All of these assumptions did not incorporate an increase in demand for related products due to uncertainty 
about the outlook for the spread of coronavirus infections at the time the budget was formulated. However, 
actual progress exceeded expectations due to the continuing increase in demand.  

We will explain gross profit and SG&A expenses later on a separate page. 
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Page five explains the opening and closing of stores. 

The number of stores excluding JR Kyushu Drug Eleven Co., Ltd. is 2,156, as shown in the table. There are 203 
Drug Eleven stores, so including them, there will be 2,359 stores. The number of stores closed, excluding Drug 
Eleven, was 22, which included the closure of nine inbound stores, which we communicated at the previous 
briefing. As the last business day is May 15, the store will be closed as of May 16. 
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Next, the graph on page six shows the 15-month trend in comparable store sales. 

Special factors such as the consumption tax hike in October of last year, and the coronavirus at the beginning 
of this year continued. In the first quarter of FY5/21, there was no significant increase or decrease, but the 
level remained high due to the impact of the coronavirus. 
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Details are shown on page seven. 

The number of customers has stabilized in July and August, but average spend per customer has been growing 
due to such factors as demand for staying at home (Sugomori).  

Also, in terms of the unit price of products and the number of items purchased, the plastic shopping bags have 
been charged since July 1. The price of plastic shopping bags is recorded as product sales, so a decline in the 
unit price of goods and an increase in the number of items purchased are seen in the numbers.  

The impact on average customer spend is immaterial. 
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An overview of sales by region and company is provided on page eight. 

Looking at sales by region, the decrease in inbound demand has had a major impact in Chubu and Kansai 
regions, mainly stores in the Chubu and Kansai regions of Tsuruha Drug.  

By company, comparable store sales at Kusuri no Fukutaro, which has many stores located in central Tokyo 
and in office districts, fell below YoY.  

Regarding TGN (Tsuruha Group Drug & Pharmacy Nishinihon Inc.) and Lady Drugstore, there are major sales 
promotion measures in July and August every year, but this fiscal year we took a longer period than usual to 
take into account the risk of infections and implemented coupon and point measures.  

As a result, this has a positive impact on net sales. 
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Page nine shows the results by product group. 

By product category, both sales and gross profit margin grew significantly in miscellaneous daily necessities 
and other categories due to the impact of the coronavirus. Other items include masks and hand sanitizers for 
medical products. Daily necessities also include wet tissue and hand soaps, as well as some of the hand 
sanitizers.  

On the other hand, sales of OTC pharmaceuticals fell below YoY due to a decline in inbound demand and 
sluggish sales of cold medicine and nutritional supplement drinks. Cosmetics also continued to struggle, 
particularly for price-maintained merchandise. However, for certain brands, the sales keep a single-digit 
decline and the gross profit margin increases. The gross profit margin for the entire product rose 0.4%. 
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Page 10 shows the details of the dispensing. 

The graph is shown at the lower right. Since March, the number of prescriptions has been decreasing and the 
unit price has been rising. Through August, the rate of increase in unit prices has gradually been small, and 
the situation has stabilized. The number of prescriptions fluctuates slightly from month to month due to the 
effects of the weekdays and holidays, but the extent of the negative is gradually decreasing.  

In addition, the gross profit margin was positive 0.3%, and the impact of the revision in April was relatively 
minor. In addition, there are factors such as receiving technical fee by promoting the use of generics. The 
result was a positive 0.3%. 
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Page 11 shows our track record of private brand products. 

For the PB as a whole, net sales increased 9.7% and the composition ratio was positive 0.1 % YoY. Gross profit 
margin was negative for each PB category. However, since the gross profit margin is 44% and the overall PB, 
we recognize that it contributes to the gross profit margin of the entire product. This is a factor behind the 
decline in the gross profit margin.  

First of all, the cost of PB masks has risen very sharply recently. As a result, the gross profit margin is declining. 
In addition, sluggish sales of pharmaceuticals and seasonal products were also affected.  

In particular, products such as nutritious drinks, Ezooace and sunscreen, Orezo-White products, which are 
included in proprietary products and products limited to companies, are extremely mainstay in the form of 
priority products. However, these products have fallen below YoY due to seasonal factors. 
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Details of SG&A expenses are shown on page 12. 

The ratio of SG&A expenses to net sales improved 0.4%. It has been completed at 22.2%. I have listed four 
items. Although the amount is not that large, the growth in sales promotion expenses is large. This is mainly 
expenses related to the provision for point card certificates. Due to changes in sales promotion measures, the 
balance of unused points as of August 15 -- the end of the first quarter -- temporarily increased. The effect of 
this is being shown as an expense. This is expected to be eliminated from the second quarter onward by 
customers’ using points and we consider this to be a temporary factor. 

This is the end of an explanation of our business performance.  

Additionally, for the summary of the balance sheet described in the supplementary material on financial 
results, et cetera, the balance as of May 31 -- the end of the first quarter -- of JR Kyushu Drug Eleven Co., Ltd. 
is included. Also, we close on the 15th of the month and August 15th will be the end of the first quarter, but 
this is Saturday. There are a number of accounts that are affected by holidays at financial institutions, so 
please keep this in mind in this regard. 

That is all from me in the first half. Following this, Murakami will explain. 
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Murakami: Now, let me explain the initiatives and policies for the fiscal year under review from Murakami. 
See page 14 in the next section. 

First, the figures are the results forecast for the current fiscal year, which was explained at the financial results 
briefing on June 22, and the details will be omitted because they are unchanged. Among the assumptions 
listed on the left-hand side of the lower column, inbound tourism sales are almost zero as expected.  

On the other hand, demand for coronavirus-related products, including staying home demand, was strong, 
and this was a factor that pushed up earnings. 
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Next, please refer to page 15 regarding the opening of new stores. 

There is no change in the plan for store openings as well. Therefore, I will omit the detailed explanation.  

The number of pharmacies is expected to be 2,233 at the end of the fiscal year. As explained earlier by 
Yamazaki, with the addition of Drug Eleven, the number of pharmacies is expected to be 2,436, including 203 
pharmacies. 
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Please see the next page.  

In the current fiscal year, we have set forth five initiatives as described above. I will explain the progress for 
each of them. 
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First, in regard to making Drug Eleven a subsidiary, please refer to page 17. 

We have been proceeding with integration work at the practical level with Drug Eleven, which joined the 
Group on May 28, in order to realize synergies at an early stage. 

Specifically, we plan to start joint purchasing on September 16 this week, which we believe will allow us to 
achieve certain cost reductions. In addition, we have also prepared roadmaps for the Dispensing, Store 
Development, Systems, and Administrative Divisions, and are promoting PMI. 

The bottom table shows Drug Eleven's store area and product mix. This is a comparison with other operating 
companies for your reference. 
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Please go to the next page. It is about utilizing smartphone apps and digital promotion. 

We are currently vigorously promoting the download of our own apps, which will serve as the cornerstone of 
this effort. As a goal for the end of this fiscal year, we are currently setting a goal of downloading the app to 
4 million of our approximately 11 million active members. Currently, we have about 1.3 million members 
downloading it. Progress is largely in line with the plan. At the end of the term, we hope to achieve our goal 
of 4 million people. 

First, we have decided to quickly create a situation in which customers can utilize this app by downloading it 
as a point of contact with customers. At the same time, we will build a system that enables us to achieve 
highly accurate marketing that meets the needs of individual customers. We are promoting efforts to achieve 
results in the following fiscal year and beyond. 
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Please refer to page 19. Handling of meat and fruits and vegetables. 

We are expanding the number of stores handling meat and fruit and vegetables. As shown in the materials, 
there were 360 stores at the end of the previous fiscal year, but in the first quarter we added 92 stores, 
bringing the total to 452. We are targeting a network of 630 stores by the end of this fiscal year. 

Due in part to the impact of coronavirus, the need for one-stop shopping by customers has risen, contributing 
to sales growth at stores where the system has been introduced. 

Next, I would like to discuss the expansion of our private brand, “Kurashi Rhythm”. As you can see, the number 
of SKUs is almost as planned. In addition, we are implementing a replacement with the former brand M's one. 
We will continue to strengthen product development to satisfy our customers. 

Finally, the progress of the shift preparation support system, which has been introduced as a mechanism for 
optimizing personnel expenses. Currently, the system has already been introduced at all OTC stores of 
TSURUHA HOLDINGS INC.  

Currently, we are conducting study meetings and optimizing operations while listening to the opinions of the 
frontline. We have begun to achieve certain results, such as optimizing overtime and managing the working 
hours of part-time employees. On September 16, we plan to begin introducing the system to dispensing 
pharmacies of TSURUHA HOLDINGS INC. as well and intend to expand it to other operating companies at the 
end of this fiscal year. 

The next page is the target of the medium-term management plan, but there are no changes to this, so it will 
be omitted. 



 
 

 

Support 
Japan 03.4405.3160   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
19 

 

 

Please go to the next page. Finally, our approach to SDGs. 

As a topic, we are charging for the plastic bags shown in the middle row on the right side of the material. As 
you have already known, the system started on July 1, 2020. We will donate the entire amount of revenue 
generated by charging for plastic bags. Donations to UNICEF and Japanese Red Cross Society are envisaged. 

That's all for the financial results briefing. Thank you very much for your attention. 
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Document Notes 

1. Portions of the document where the audio is unclear are marked as follows: [Inaudible]. 
2. This document has been translated by SCRIPTS Asia.  
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2020 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


