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Presentation 

 

 

Nohara: I’m Isamu Nohara, President & CEO of Watahan & Co., Ltd. I will explain our financial results for the 
fiscal year ended March 2021. 

I would like to start by explaining the summary of the financial results, earnings by segment, and consolidated 
financial statements for the fiscal year ended March 2021, and then I will explain our earnings forecasts and 
those by segment for the fiscal year ending March 2022, and finally, our medium-term management plan. 
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First of all, regarding the summary of financial results for the fiscal year ended March 2021, we have been 
conducting business based on our management policy for the current fiscal year of creating a stable and 
growth-oriented business structure that is not susceptible to economic fluctuations.  

 

Due to the impact of the coronavirus infection since the beginning of the previous fiscal year, the initial plan 
itself was planned to be unchanged from the preceding fiscal year. However, the revised plan was announced 
in September 2021, and subsequent sales reached JPY114.7 billion as planned. 
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As for ordinary income, the Company planned for JPY2.85 billion, which was the same level for the year before 
last of JPY2.81 billion. However, since the Company's business performance was favorable in the first and 
second quarters, we announced a revised plan in September 2021. 

As a result, ordinary income reached JPY3.52 billion, a further increase of 5.1% over the plan. 

 

Looking at sales by segment, the retail business, with stable sales growth, had a positive impact of JPY2.9 
billion, while the construction business segment, affected by the coronavirus pandemic, had a negative impact 
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of JPY9 billion.  The trade business segment had a positive impact of JPY600 million, for a total of JPY114.7 
billion. 

 

In terms of profits, the retail business increased by JPY940 million, the construction business was slightly 
negative by JPY150 million, and the trade business was positive by JPY10 million, resulting in a total operating 
income of JPY3.28 billion. 
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Looking at results by segment, we promoted 3 measures for the retail business: continuing to promote store 
renovations and new store openings as our management policy, continuing M&As regardless of industries,  
and promoting cashless operations. 

 

As a result, with the initial plan of JPY81.9 billion, we revised the plan downward to JPY80.6 billion, and 
achieved JPY80.6 billion as in the revised plan. 
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As for our profit plan, the initial plan was JPY1.68 billion. However, as our profit increased significantly in the 
first half of the fiscal year, we announced our revised plan of JPY2.45 billion in September, and as a result, we 
achieved JPY2.56 billion, a further increase of 4.5%. 

 

This is the breakdown of changes in the retail business sales. Although sales increased by JPY1.9 billion due to 
renovations and new stores, sales declined by about JPY400 million due to changes in the operating hours of 
some stores. With another increase of JPY1.9 billion by M&A, the total sales reached JPY80.6 billion. 
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Although profits from renovations and new stores remained almost the same, profits from existing stores 
increased significantly by about JPY1.06 billion, bringing the total to JPY2.56 billion. 

 

Last year, due to the coronavirus, considerable demand occurred due to staying home in the first half of the 
year, increasing sales significantly. Sales fluctuated significantly in September and October, due to reactions 
to the special demand from the consumption tax increase of the year before last, but even after that, sales 
remained stable at over 100%. 
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In February and March of this year, the reaction to the special demand for stockpiling has gradually started to 
emerge, with sales declining below 100%. 

 

While sales have changed in this way, gross profits of fresh fish, vegetables, and fruits directly purchased, 
having become fresher, increased by about 4.1% from February of the year before last. 

 

As for prepared foods, we hired employees of restaurants and hotels that were suffering from the coronavirus 
pandemic, which not only improved the freshness of our products, but also enabled us to have a strong 
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commitment to the taste of our products. As a result, profits of prepared foods also increased 2.6% from the 
previous fiscal year. 

 

In addition, we were able to expand the range of products handled through M&As related to interiors and 
pharmaceuticals for purchasing. 

 

Furthermore, we introduced the goca card as our own card in April for cashless payment. In just 1 year, 
customers have begun to use this card for payment in up to 12.3% of all transactions. 
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Next, as for the construction business, although the Olympic Games were postponed for 1 year, we were 
looking ahead to the post-Olympics period and implemented measures for 1 year in preparation for revising 
our business system. 

 

We made the initial plan with sales to fall from JPY36.8 billion to JPY32.2 billion, but in September 2021, we 
forecasted final sales of JPY27.6 billion in our revised plan, and sales were almost exactly the same as that 
forecast. 
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As we expected profits to fall a little more than initially planned, we set our profit at JPY810 million in the 
revised plan, but the result was JPY940 million, close to those in the year before last, up 16% from the plan. 

 

In terms of sales, the steel-structure business and the renovation and interior/exterior business were not 
affected to that extent, but the parking lot business, which did not receive any orders during the first half of 
the fiscal year, saw a decrease in orders by about JPY6.6 billion. 
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However, as many of their properties were low margin in the year before last, both the steel-structure and 
parking lots businesses had virtually no impact on the segment profit, while the renovation business, having 
received the largest orders from the manufacturing sector, was affected the most by the coronavirus, 
decreasing profits from JPY1,090 million in the year before last to JPY940 million. 

 

The situation was quite severe in the first half of the previous fiscal year, as the order backlog dropped 
significantly from JPY17.7 billion to JPY11.1 billion, but it returned to JPY15.4 billion by the fourth quarter, 
roughly at the same level as 2 years ago. The order backlog is still 38.7% higher than that in the first half of 
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the previous fiscal year, with the situation expected to remain severe until the first half of the current fiscal 
year, although we expect the situation to return to normal in the second half. 

 

In the previous fiscal year, we restructured our business system to a more specialized one, which we believe 
will allow us to return to a system that can generate solid earnings. 

 

Next, as for the trade business, since it was also difficult to make transactions overseas due to the coronavirus 
pandemic, and our purchasing routes of Mexico, India, and China were greatly affected by the coronavirus, it 
was a difficult year to secure these purchasing routes. 
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While net sales exceeded the initial plan, which were forecast to be JPY6.4 billion in the revised plan due to a 
considerable increase in shipments in the first half of the fiscal year, final net sales did not reach this level, 
ending at JPY6.07 billion, a decrease of 5.1%. 

 

On a profit basis, we reached JPY920 million, exceeding the initial plan of JPY910 million, but segment profit 
was 6% lower than the original revised plan. 
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This is because there was a large increase in demand in the first half of the fiscal year as a result of the increase 
in inventories by pharmaceutical manufacturers due to the coronavirus. While in comparison, chemical 
products decreased compared to considerably increased pharmaceuticals due to the reduction of the 
cosmetic market.  

 

In terms of profits, pharmaceutical products increased, while chemical products fell, so there were positive 
and negative impacts. With an increase from JPY910 million to JPY920 million, we finished at the same level 
as in the previous year.  
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Next, in the consolidated financial statements, current assets decreased by JPY4.16 billion due to a decline in 
orders and progress in construction for the construction business. On the other hand, since there was an 
increase in land and real estate due to M&As, fixed assets increased by about JPY780 million. 

As for liabilities, trade notes and accounts payable decreased for similar reasons. Borrowings also decreased 
due to repayment, and net assets increased by JPY1.69 billion due to an increase in net income. 

 

Cash flow was positive JPY3.2 billion thanks to steady profits. Depreciation and amortization of goodwill 
progressed to positive JPY2.1 billion, resulting in a positive operating cash of JPY6.9 billion. 
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Despite aggressive investments, they did not lead to the acquisition of many fixed assets, resulting in a 
negative investing cash flow of JPY1.6 billion. As the repayment of borrowings progressed, the Company's 
financing cash flow was negative JPY2.8 billion, with cash increasing from JPY2.5 billion to JPY5 billion. 

 

Let's continue with our earnings forecast for the fiscal year ending March 2022. 

Last fiscal year was the interim period of the medium-term management plan announced in 2019. This fiscal 
year is the final period. As for profits, we have reached JPY3.52 billion, significantly exceeding our target of 
JPY3.2 billion while achieving the plan. 
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For the current fiscal year ending March 2022, we intend to actively make investments in preparation for the 
next medium-term management plan. 

 

It has been just 10 years since we announced the management policy in the fiscal year ended March 2011 of 
creating a stable and growth-oriented business structure that is not susceptible to economic fluctuations, 
which we used until the last fiscal year.  
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While it was originally established at the time of the collapse of Lehman Brothers, we recognized, in the wake 
of the coronavirus pandemic, that we have established a system that will not be susceptible to economic 
fluctuations on a 10-year basis, so we have changed our management policy from the current fiscal year. 

 

With our new management policy of committing ourselves to the future of the region and to the creation of 
new values together with the local communities, we intend to expand our business particularly in the 3 areas 
of Nagano, Yamanashi, and Aichi, in which we are engaging our business, especially in Nagano. 
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In line with this trend, we will establish systems and make capital investments for the next phase of growth. 
First, we will expand our distribution centers to Iida, Nagano Prefecture. We plan to develop them.  We would 
also like to accelerate store renovations and new store openings in Nagano and Yamanashi. 

At the same time, while we have 2 plants that were originally built in Iida, we would like to improve their 
efficiency by integrating them to increase their size and introduce factory automation. 

Apart from that, we plan to invest JPY3.2 billion in total by promoting M&As as well. 
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As a result, sales are expected to rise from JPY114.7 billion to JPY120 billion, or an increase of 4.5%. 

 

We plan to increase profits slightly from JPY3.52 billion to JPY3.55 billion at this stage. 
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As for changes in sales, the increase in the retail business due to the coronavirus pandemic is expected to 
settle down, with a decrease of JPY600 million. On the other hand, we expect the construction business to 
show steady growth with a positive impact of JPY6.1 billion, for total sales of JPY120 billion. 

 

Profits will be from JPY3.28 billion to JPY3.37 billion, with a slight increase and a slight decrease in each 
segment. We intend to develop each segment by aggressively investing in these segments as well. 
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As for earnings forecasts by individual segments, we will continue to promote store renovations and new 
store openings in the retail business, as mentioned earlier. We are planning to develop new types of stores. 

 

In particular, we would like to promote the development of stores in the central urban area, rather than 
previous ones in the suburbs. We will continue to develop stores that focus on food. 
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In addition, we would like to expand our distribution warehouse by further improving the efficiency of 
distribution. 

 

Based on these measures, we expect sales to remain on a par with the previous year. 
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With expenses forecast to increase slightly, profits are expected to decrease by 7.4% from JPY2.56 billion in 
the previous year to JPY2.37 billion. 

 

As for the construction business, we are planning to further accelerate the shift to factory automation in the 
steel frame field by integrating our plants as we discussed in the investment section. By consolidating into 1 
location, we intend to switch to a system that enables more efficient production. 
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At the same time, we will add the wooden housing field to the construction business and focus on this as the 
fourth pillar of the construction business. 

 

As a result, sales of the construction business are expected to increase by 22.3%, from JPY27.8 billion in the 
previous fiscal year to JPY34 billion.  
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Earnings are expected to increase from JPY940 million to JPY1,060 million, an increase of 12.8%. 

 

Also, in the trade business, we expect a reactionary decline from last year's inventory buildup to occur in 
pharmaceuticals, which will be quite large. 
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On a revenue basis, JPY6.07 billion will decrease 5.7% to JPY5.73 billion. 

 

Besides this decrease, we expect a decline in segment profit from JPY920 million to JPY780 million, a decrease 
of 15.3% with a return to the same level as in the year before last. 
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However, in the trading business, we are planning to give more focus to the food business rather than just 
these 2 fields. 

 

Finally, the medium-term management plan. 

For the time being, since we are in the final period, our sales target was originally JPY120 billion and our 
ordinary income target was JPY3.2 billion at the end of this fiscal year. The forecast for the final results is 
JPY120 billion and JPY3.55 billion, based on which we intend to make steady progress in the final year as a 
medium-term management plan to create a stable and growth-oriented business structure. 
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This concludes our explanation for the financial statements for the fiscal year ended March 2021. 

Thank you for your attention. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. This document has been translated by SCRIPTS Asia.  
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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 
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