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Presentation 

 

Moderator: Thank you very much for your patience. 

We will now begin the presentation of MACNICA HOLDINGS, INC’s financial results for Q2 of FY2023. This 
information session will be held simultaneously at the venue and via live webcast. The materials to be used in 
the presentation will be posted on our website at 3:00 PM today under IR Information, Financial Results 
Briefing Materials. 

I would now like to introduce today’s attendees. 

Kazumasa Hara, President and CEO. 

Hara: My name is Hara. Thank you for joining us today. 

Moderator: Akinobu Miyoshi, Representative Director and Vice President. 

Miyoshi: My name is Miyoshi. Thank you. 

Moderator: Makoto Okawara, Managing Executive Officer. 

Okawara: My name is Okawara. Thank you. 

Moderator: Thank you. 

Thank you very much for taking time out of your busy schedule today to attend and view our financial results 
presentation. 

We would like to inform you about today’s proceedings. First, Mr. Okawara, Managing Executive Officer, will 
explain the financial results for Q2 of FY2023, and then President Hara will explain the mid-term management 
plan. 

Finally, a question-and-answer session will be held. As previously announced, questions from the audience 
will be given priority for the Q&A session, and the remaining time will be used to answer questions via chat. 
The briefing is scheduled to end at approximately 4:30 PM. 

First, Mr. Okawara, Managing Executive Officer, will explain the financial results for Q2 of FY2023. Let us begin. 
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Okawara: Thank you very much for taking time out of your busy schedule today to attend our financial results 
briefing. 

I will now give a brief explanation of our financial results. 

I would like to begin today’s agenda with a report on our achievements. In the second half, President Hara 
will explain our medium-term management plan. 

Now, first of all, let’s start with a report on the results. 
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From this time on, we are combining the highlights of our achievements into a single sheet. 

First of all, please look at the middle area, the results for H1 of the year. Net sales, operating income, and 
other items are listed side by side. Net sales amounted to JPY547 billion, an increase of JPY54.4 billion from 
the previous year. Operating income was JPY38 billion, also a large increase of JPY11.2 billion over the previous 
year. 

Comments are written in the lower left corner. In a nutshell, H1 of the fiscal year can be summed up as a 
period of very good performance in both the semiconductor and network businesses. In particular, as you can 
see in the semiconductor section, our focus markets of industrial equipment and automotive grew 
significantly by 25% and 27%, respectively, driven by these markets. 

On the other hand, unfortunately, the sales of memory-centered communication infrastructure and 
computers, especially in the Chinese market, showed a large YoY decline, which in a sense offset the positive 
net sales. 

For H2 of the fiscal year, as shown in the full-year forecast for FY2023 on the right, we have not changed our 
forecast, with net sales of JPY1,100 billion and operating income of JPY66 billion. 

As for our outlook for H2 of the fiscal year, the recovery of the slump in the memory field that I mentioned 
earlier has been delayed considerably, and we do not expect it in H2 of the fiscal year, but as in H1, our focus 
markets, industrial equipment and automotive, are expected to remain strong. 

The network business is also maintaining its strong performance, as security, especially endpoint security, 
continues to grow significantly. Overall, we have left the forecast unchanged, as we expect full-year profits to 
rise, offsetting the unexpectedly poor performance of the memory business. 

On the other hand, since we are now more certain of achieving the full-year business results, we have raised 
the dividend by JPY10 from the previous forecast of JPY150 to JPY160, as shown in the lower right-hand corner, 
for a JPY20 increase over the previous fiscal year. 
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Now, I would like to add some additional information about the contents to give everyone a little overall 
understanding. 

 

Next slide, please. H1 results, all figures above are compared to the previous year. 

First of all, overall sales, as I mentioned earlier, totaled JPY547 billion, an increase of 11% over the same period 
last year. 

As you can see, semiconductors now account for an overwhelming 90% of the total, and networks account 
for 10%. You say that semiconductors are rising, but if you look at the growth rate, semiconductors account 
for 10% while networks account for 18%. I believe that we are doing our best in the future, including in the 
area of networks. 
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Now, please move on. 

First, the contents of the semiconductors. The actual amount is JPY492.6 billion, but first of all, this is by use. 
The bottom two items on this band graph, as shown in the lower right, are our focus areas, namely, 
automotive and industrial equipment. As I mentioned earlier, the right-hand side shows YoY comparisons, 
and the second from the bottom left is for automotive, with a 27% increase, and for industrial equipment, 
with a 25% increase, which is leading the way. 

On the other hand, I mentioned earlier that memory is in decline, and the second area from the top, 
telecommunications infrastructure, is having an effect in this area. This means that memory is used here, 
mainly for data center demand in China, and this has dropped considerably, to a rather large minus 38% drop. 

The fourth item from the top, computers, is relatively large at JPY41.6 billion, but it is down 2% from the same 
period last year. There are two major components in this section, including memory for servers in China. This 
is a large drop, but on the other hand, since products for generative AI are included in this category, that 
portion of the total is positive, and these offset each other, resulting in a minus 2% figure. 
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Next, please. 

Next is semiconductors, shown by item. Here you can see the memory in the middle, which is minus 58%, 
which is a big drop. 

On the other hand, analog ICs, which are above the memory ICs, accounted for JPY135.4 billion, an increase 
of 5%, and other standard ICs, which are below the analog ICs, accounted for JPY140.8 billion, an increase of 
42%, a large increase. In terms of applications, these products are used for automotive and industrial 
equipment and are performing well in this area. 

Finally, at the bottom, the others category showed a large increase of 162%, which includes items for AI, and 
this category showed a large increase. 
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Next, please. 

Finally, there is the network business. This is a trend that has been continuing for some time now, with 
hardware decreasing by 18% YoY, while software, mainly endpoint security, has grown significantly as the 
shift to SaaS continues, accounting for 34% of the total. The software category is now accounting for more 
than 70% of the total, and this classification is becoming increasingly meaningless. 

That’s all from me. 

Moderator: Thank you. Next, President Hara will explain our medium-term management plan. Let us begin. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
9 

 

 

Hara: I, Hara, will now explain the status of the medium-term management plan for FY2022 through FY2024. 

First, I would like to explain the upward revision of the long-term management targets. In FY2022, the 
semiconductor business grew faster than expected due to the ever-expanding demand for semiconductors, 
market share expansion, and the impact of the weak yen on foreign exchange rates. Sales reached JPY1 trillion, 
and operating income exceeded JPY60 billion, achieving the initial numerical management targets for FY2022 
two years ahead of schedule. 

In response to this, we revised upward the numerical management targets of our medium-term management 
plan in May, as shown here. Based on the upward revision of the medium-term management plan, we have 
revised our long-term management targets for 2030 upward from consolidated net sales of JPY1.3 trillion to 
more than JPY2 trillion and from consolidated operating income of JPY100 billion to more than JPY150 billion, 
which were disclosed through the Tokyo Stock Exchange on September 25. 

Together with our vision for 2030 and the realization of a service and solution company, we are committed to 
managing our business toward this long-term management goal. 
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There are no changes to the business strategies in the medium-term management plan. 

Our business strategy consisted of the semiconductor business, the network business, and the service and 
solution model. However, as I will explain later, the service and solution model has entered a growth phase, 
therefore the name has been changed to CPS solution business. 

Toward the year 2030, we will strengthen our management foundation as well as our business strategy in 
order to create a strong company that has both social and economic value. 

Next, I will explain the situation of the semiconductor business. 
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I would like to explain the factors behind the YoY growth. Strong performance in the industrial equipment and 
automotive markets for Japanese-affiliated companies offset negative growth overseas, resulting in overall 
growth of 10.4%, or JPY46.2 billion. 

In the industrial equipment market for Japanese-affiliated companies, sales of factory automation equipment 
for manufacturing DX and for semiconductor manufacturing equipment continued for the reasons including  
investment in semiconductor factories accelerated under the initiative of governments in various countries. 

In the automotive market, demand is increasing for semiconductors as they are used in a variety of 
applications including EVs, automation, advanced control, and infotainment functions for a comfortable cabin 
space. 

Sales of products for generative AI also increased due to the Ministry of Economy, Trade and Industry’s move 
to provide subsidies with a view to accelerating the development of generative AI. 

In the local overseas corporate market, the market was negative YoY due to the slowdown in the Chinese 
market, and was particularly affected by the slowdown in demand for memory for these servers. 

As for the overall impact, the semiconductor delivery schedule issue has begun to calm down, and the backlog 
of orders that had been behind schedule is now being filled. In addition, compared to H1 of last year, the yen 
has weakened and new commercial distribution channels have been acquired, contributing to the increase in 
sales. 

 

Here is a chart about the Japanese semiconductor market, showing demand and its growth by market. This 
pie chart on the left shows the composition of each market. As you can see, industrial equipment accounts 
for 43%, automotive 19%, and a combined 62%, which is a large share. 

In the global market, the communication market, such as smartphones and communication infrastructure 
equipment, and the data processing market, such as PCs and servers, account for a very large share of the 
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market, but in the Japanese market, industrial equipment and automotive equipment account for a large 
share. 

The bar graph on the right shows the five-year average annual growth rate from 2022 to 2027 for each market. 
While the CAGR for the Japanese market as a whole is 5.6%, industrial equipment is driving market growth at 
7% and automotive at 10.5%. 

As I mentioned earlier, the industrial equipment market is expected to see long-term demand for 
semiconductor production equipment as governments around the world invest in semiconductor plants to 
secure semiconductors in the future. In addition, capital investment in factory automation and machine tools 
for manufacturing DX is also expected. 

In the in-vehicle market, the number of semiconductors installed per vehicle is expected to increase as a result 
of the accelerating trend toward safety improvements such as ADAS, advanced control systems for 
automation, and EVs for decarbonization. 

We therefore expect that these two markets, which we have identified as strategic markets, will continue to 
grow in the future. 

 

This chart shows our sales growth in these two strategic markets. 

The long-term comparison on the left shows a growth from 41% of the composition in FY2015 to 64% in 
FY2022, with a very high average annual growth rate of 21%. By focusing on this industrial equipment and 
automotive market from a long-term perspective, we have steadily built up a track record. 

Compared to H1 of last year, H1 of the year on the right shows a 25% growth in sales and a further increase 
in the composition of sales from 61% to 70%. 

As I explained earlier, the semiconductor market is still a growing market, and we believe that the industrial 
equipment and automotive markets in particular are expected to continue to grow. 
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The industrial equipment market has a particularly broad customer base and is a market that is difficult for 
supplier semiconductor manufacturers to cover directly, and I believe this is a market where a technology 
trading company such as ours can demonstrate our presence. In addition, since the market has relatively high 
profit margins, we intend to achieve sustainable growth while steadily increasing our customer base by 
focusing on these two growth markets, both in the industrial equipment and automotive markets. 

 

Next, I will explain the status of the network business. 

First, the growth factors compared to the same period last year were growth both in Japan and overseas, with 
overall growth of 18% or JPY8.1 billion. The domestic network business grew by 13% YoY, or JPY4 billion. 

In domestic security, endpoint security, which continues to perform well, grew 38%, and cloud security, for 
which efforts have been stepped up, grew 28%, while gateway security was minus 25%, resulting in an overall 
growth of 4% or JPY1 billion. 

In domestic big data, growth of 31%, or JPY1.1 billion, was driven by continued strong sales of data analysis 
platform products as well as growth in in-house services supporting intra-company DX and data utilization. 

Applications grew by 30%, or JPY1 billion, with growth in cloud products. 

The overseas network business grew by 29% YoY, or JPY4.1 billion. 
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As usual, we will explain our growth strategy for the security business in light of market data from Fuji Chimera 
Research Institute. 

The first is our focus market, which is our existing target market. Last fiscal year, we had sales of about JPY50 
billion and secured a market share of about 20%. In this area, endpoint security performed well, growing 8% 
YoY. 

The second is the expansion of the target market. Last year, we had sales of JPY700 million and secured a 50% 
share of the market, but security measures for cloud computing, called CSPM, performed well and grew 115% 
YoY. 

Third is the enhancement of security services, and this area has grown by 12% YoY due to steady orders for 
ASM, Attack Surface Management, a countermeasure against cyber-attacks that use overseas subsidiaries and 
other locations as intrusion routes, as well as for integrated monitoring services. 

As for the fourth, it is the commercialization of CPS security, which is security for OT and IoT environments. 
Although the market is still in its infancy, we are developing solutions as a long-term growth market. IoT and 
OT device management products were introduced and grew 91% YoY. 

Fifth, regarding oversea markets, I will explain more in detail later. 
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Next, we will explain the Big Data area. 

The core business in Big Data, the analytics platform and Splunk high-value-added distribution, continued to 
perform well, growing 31% YoY. In the high value-added distribution model, which has been our forte, we are 
expanding our domain. 

That is the bottom right part, but with AI, especially generative AI, attracting a great deal of attention, we are 
focusing on data platforms, software and services related to AI learning and inference, and areas called AI 
Trust, Risk and Security or AI TRiSM, for reliability, fairness, effectiveness, privacy and data protection in the 
use of AI. We are expanding our portfolio. 

From this fiscal year, we have started to sell a solution called Federated Learning in Edge Computing that 
protects privacy and lowers costs, and a confidential computing solution that enables secure use of sensitive 
data including personal and medical information in compliance with the latest regulations such as Japan’s 
Personal Information Protection Law and the EU’s General Data Protection Regulation. 

As for our own services, as already announced in the upper left-hand corner, our self-developed data 
utilization platform and applications on it have been launched smoothly and have grown by 246% compared 
to H2 of last year. 

As for AI-related in-house services shown in the upper right corner, we continue to evaluate the AI execution 
platform called Re:Alize and the solutions of CrowdANALYTIX, our AI subsidiary in India, as part of our CPS 
solution business, and are working together across divisions to effectively promote the business. 
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The overseas network business, I repeat, grew by 29%, or JPY4.1 billion. By country, Singapore, Thailand, 
Australia, Indonesia, and India have seen significant growth. 

The main products common to the Netpoleon Group of wholly owned subsidiaries, network security, ID 
management, and encryption key management, as well as individual country-specific main products tailored 
to the maturity of each country’s market, are the main growth drivers. 

With regard to the acquisition agreement with CyberKnight of Dubai, UAE, announced in March, MACNICA 
HOLDINGS and Netpoleon are working on the commonization of supplier lines, and will continue to expand 
their market shares in each region based on strong relationships with suppliers. 
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Next, I will explain the CPS solution business. As we mentioned earlier, this is what we used to call the service 
and solution model. 

The CPS solutions business consists of six themes: smart city/mobility, smart manufacturing, circular economy, 
healthcare, food agri-tech, and CPS security. 

Among these, smart city mobility and smart manufacturing have been launched ahead of the others and are 
now entering a growth phase. 

Smart mobility grew 81% YoY. 

Although the focus of attention tends to be on sales of NAVYA, the self-driving EV bus that we have been 
announcing for some time, our own services and solutions account for a very high 43% of our sales. Our main 
in-house service and solution is a fleet management system called FMS, which is a solution we provide mainly 
to public transportation operators. 

Smart manufacturing grew 129% YoY. 

In this H1, SIEMENS software sales were strong, and the ratio of in-house services and solutions to sales was 
a little low at 23%, but the bundle ratio of in-house services and solutions is almost 100%, which includes 
upstream consulting for software sales and downstream system integration are the main components. 

This means that the business model is based on software sales followed by system integration sales. 
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Now, I will explain the status of autonomous driving EV bus and our smart city/mobility business, which had 
entered a growth phase. 

The growth of the market is accelerating as RoAD to the L4 project, which is led by Ministry of Economy, Trade 
and Industry or METI in collaboration with Ministry of Land, Infrastructure, Transport and Tourism or MLIT, 
targets to achieve self-driving mobility services in 50 locations and MLIT’s subsidies for self-driving vehicle 
demonstration experiments. 

We have already conducted 26 demonstration tests of automated driving and have moved to in-operation 
status in four cases. 

For future growth, we recently announced a partnership with NTT West. Through NTT West’s sales activities 
for local governments and engineering support for introducing automated driving, we hope to strengthen 
sales of NAVYA automated EV buses and our own services and solutions, such as operation management 
systems and remote mobility management systems. 
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In the area of circular economy solutions, we are accelerating collaboration and verification tests for the 
practical application of perovskite solar cells, which are considered to be a major next-generation solar cell. 

Perovskite solar cells weigh one-hundredth of conventional solar panels. And because it is light, thin, flexible, 
and can be applied, and because it can generate power even with low light levels, it is a cutting-edge 
technology that will change the concept of power generation in ways never before seen, such as on urban 
building walls, in curved areas, and indoors, and by using clothing to generate power. 

Led by the inventor, Professor Miyasaka, a consortium has been established with Peccell Technologies and 
others, of which Professor Miyasaka himself is a representative director, to collaborate on technology for 
production in Japan. We will develop a prototype by the spring of 2024 and aim to commercialize it within 
three years. 

In addition, the Ministry of the Environment selected MHI as a representative company for a demonstration 
experiment to develop technology for the use of perovskite solar cells in harsh environments such as ports. 
We will use a portion of the Yokohama Grand Pier in the Minato-Mirai district of Yokohama City to 
demonstrate practical durability under a variety of conditions, including under harsh conditions such as salt 
damage, on wavy roofs, and in shapes with larger areas, taking advantage of the characteristics facing the 
port. 

This project aims to bring a product to market within three years, and the members of the Technology 
Collaboration Consortium will serve as joint implementers. 

Meanwhile, the Tokyo Metropolitan Government has begun demonstration tests of air quality monitoring 
solutions using perovskite solar cells. 

This is a demonstration of our air quality monitoring solution, AiryQonnect, which is thoroughly energy-saving 
and uses perovskite solar cells from EneCoat Technologies, a Kyoto University startup, to ensure independent 
power supply, freedom of installation location, and low environmental impact with no need for battery 
replacement. This is a demonstration of air quality observation. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
20 

 

These projects are to be at the forefront of change, to explore the skills and knowledge that lie beyond the 
cutting edge, to envision the future, and to create the now. We have also introduced it in the sense that it is 
a typical example of our purpose. 

 

Finally, I will explain how we are strengthening our management base. 

We have made various efforts to maximize human capital. One of these is the annual organizational 
assessment that we have conducted since 2013. The survey is conducted by an external research organization 
to determine how employees feel about nine major categories, including management, communication, 
human resource development, skills, and motivation. 

Since 2014, we have added an organizational diagnosis to our survey to determine the degree to which our 
core value, TEAMS, has penetrated our employees. Not only did we conduct the survey, but we also provided 
feedback on the survey results to each department after ensuring that privacy was protected. Based on the 
results, each department has developed and implemented measures to further develop its strong points and 
cover up its weak points. 

As a result, the overall score on the organizational diagnosis increased from an initial 4.15 to 4.36, and the 
penetration of core values increased from 4.34 to 4.47. 

In May, we received the Career Ownership Management Award for Excellence, and recently, we were ranked 
fifth in Open Work’s ranking of Major Japanese Companies with Excellent Teamwork by new graduates, and 
19th in Nikkei Business’s ranking of Companies Recommended by Managers. Our efforts to maximize human 
capital are gradually gaining recognition, and we are making steady progress. 
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IR activities are also being intensified with emphasis. 

Our recent performance has led to our inclusion in many indices. As noted, these include the JPX Prime 150 
Index, the JPX Nikkei Index 400, and the TOPIX 500, which will be replaced tomorrow, and the FTSE ALL-World, 
a benchmark index for global investors. 

As a result, many investors became aware of our company, and we received many opportunities to meet with 
them. 

The number of new investor interviews after the end of Q1 was extremely high, especially with overseas 
investors, which more than doubled compared to the same period last year, accounting for 60% of the total 
number of interviews. I personally participate in almost all new interviews to the extent possible, explaining 
our strengths and features, and listening to the opinions of investors. 

In September, we published our first integrated report, LIMITLESS 2023. This integrated report will be an easy-
to-understand and comprehensive description of our value creation scenario and strengths. Since it was the 
first time and there were many pages, to make the points easier to understand, we held a live YouTube 
streaming of the integrated report briefing on October 5. 

This video of the presentation is also linked on our website, so we hope that all of you will take the time to 
view it before reading the report. 

In addition to what I have just explained, we are also implementing various other measures to help investors 
better understand our company, as described to the right. We will continue to strive to further enhance our 
corporate value through dialogue with investors. 
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Our sustainability initiatives are explained next. 

Within the ESG framework, we have formulated policies in each of these categories and are developing 
business activities based on these policies. With regard to the environment, we are taking steps to reduce 
climate change in accordance with our Environmental VISION and Environmental Policy and are disclosing our 
environmental information in the TCFD framework. 

In the process, we implemented measures such as switching 100% of the electricity at our headquarters 
building to renewable energy and were able to receive certification from Kanagawa Prefecture as Aqua de 
Power Kanagawa. 

In addition, social has formulated a human rights policy and a health management declaration. We will 
continue to work to make these policies known to all of our stakeholders. 

On the governance front, we are focusing on group-wide risk management. We will implement a process at 
the management level to visualize risks for the entire group, including overseas subsidiaries, and monitor 
them by taking measures to deal with them. 

We also continue to strengthen our financial and IT infrastructures, which are critical to our corporate 
activities. In terms of financing, the Company focuses on hedging foreign exchange risks by using foreign 
exchange forward contracts. 

In addition, by managing and utilizing cash on a global basis, the Group is strengthening optimal control of 
borrowing throughout the Group. 

We are always conscious of the working capital turnover ratio of 3.8, which is an important KPI in the current 
medium-term management plan and are making optimum use of liquidation of receivables and thorough 
management of appropriate inventories. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
23 

 

As for IT, we received the CRM Best Practices Award for CRM, which is part of the core system that went live 
last year. This award is judged by the CRM Council, a general incorporated association, and is given in 
recognition of cases that serve as models for the use of CRM. 

We are considering further optimization through process mining in the future, which I will discuss on the next 
page. 

 

Here is an overall picture of the striking moves involved in IT. IT plays a role in supporting business 
transformation and growth, as well as serving as the foundation for business operations. 

To support the transformation, we are strengthening our customer contact points. As we mentioned earlier, 
by using CRM and by centralizing data, we can instantly get a bird’s eye view of customer information and 
respond to customers much faster. In the future, we will continue to use process mining to visualize the sales 
process and will strive to further improve the quality and quantity of customer service to make it useful. 

For IT to support growth, we will implement SCM to forecast customer demand on an AI basis, and 
automatically incorporate these forecasts into order planning. The important thing here is the accuracy of the 
forecast, and we have been able to forecast demand with a fairly high degree of accuracy by utilizing our vast 
amount of transaction data from the past. 

Also, we have been able to automate everything from this demand forecasting to the creation of sales plans. 
The plan is to automate ordering from suppliers in the future. In addition, in order to further improve 
operational efficiency, process mining will be conducted with respect to operations in order to equalize and 
automate operations. 

It is important to strengthen the foundation, and cyber security measures are very important. We have 
introduced the world’s most advanced security products in the past, and we will further strengthen the global 
security level by applying the Zero Trust Network to the entire group, while utilizing these products. 

Since these IT measures are critical to our future growth, we will continue to strengthen our efforts. 
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That’s all for now, we are pleased to host MACNICA Exponential Technology again this year. 

We hope to have conversations with our splendid guests, introduce cutting-edge technologies, and involve 
our customers and partners in MACNICA HOLDINGS’s purposes to exponentially accelerate the expansion of 
our business and the solution of social issues. 

Investors are also welcome to attend. We hope that all interested parties will register and join us. 

Thank you very much for your kind attention. 

Moderator: Thank you. 
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Question & Answer 

 

Moderator [M]: We will now move on to the question-and-answer session. 

Questions from the audience will be given first priority. If you have any questions, please raise your hand and 
state your affiliation and name before asking your question. If you are participating via the web, please enter 
your message in the message box at the bottom right of the screen. 

We will first take questions from the venue. Are there any? 

The second row from the front in the center. Please go ahead. 

Yoshino [Q]: Thank you for your explanation. My name is Yoshino from Toyo Keizai. Let me ask you two 
questions. 

First, regarding the outlook for the future, I believe that the profit margin is expected to decline slightly in H2 
of the year. However, looking at the outlook for semiconductors and networks, it seems that networks, which 
have relatively higher profit margins, will have a larger growth rate, so I thought that if we simply thought 
about it, profit margins would increase. Please provide additional information on your thinking on the 
numbers, and whether any risks have been factored in for H2 of the year. This is the first point. 

Hara [A]: Thank you very much. 

In the semiconductor business, our original plan called for a recovery in H2 of the year, including the economic 
recovery in China, and in the midst of various trade frictions between the US and China, we had a memory 
business for data centers, which we are particularly focused on, and we expected that this business would 
start to recover from around the end of the year, and had prepared a plan for it. 

Since it is still very difficult to predict the outlook for this area, we have decided to leave the recently revised 
plan unchanged. 

Since it is very difficult to see the situation in this area, we have set our forecasts in this manner. We expect 
to see some movement in Q3, so if there are any changes in the plan, we would like to revise it accordingly. 

Yoshino [Q]: Thank you for the details. 

My other question is a detailed one, but in the section related to the mid-term plan, as an explanation of the 
network business, I think you mentioned that you are increasing market share through sales tailored to the 
maturity level of each country’s individual situation. I think it would be interesting to see how it relates to 
strategies for corporate acquisition, but I would appreciate it if you could give me some concrete examples of 
how problems occur differently in Japan than in other countries. Thank you. 

Hara [A]: This may sound a bit conceptual, but I think that compared to the level of maturity of customers in 
Japan in cyber security measures, the ASEAN region that I have explained this time is probably two or three 
years behind, and conversely, the situation will be similar to Japan in about two years’ time. 

Therefore, in these areas, Japan is currently experiencing a situation similar to what we experienced about 
two years ago, and if we can provide this success in Japan, including knowledge, to the ASEAN region, I believe 
the region will stand firm. 
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Beyond that, there is CyberKnight in the Middle East, which we recently announced an M&A agreement with, 
and its maturity level is expected to rise again in two years’ time. We believe that the level of maturity will 
gradually approach that of Japan, Europe, and the US. 

Yoshino [Q]: I think that because there are countries with high and low maturity of security measures, it is 
possible to take advantage of the difference between the countries with advanced security measures and 
those with low maturity, so it is easier to increase the rate of growth in the countries that come after. Is this 
correct? 

Hara [A]: Yes, we will be able to provide solutions that we have been working on to some extent with a higher 
level of experience. In Japan, for example, we are not only distributing cyber security software, but also 
creating original platforms and solutions to solve individual customer issues. 

We will be able to offer these products to the ASEAN region once they have been completed to a higher 
degree of perfection. I think it will be possible to support profitable models at an early stage. 

Yoshino [M]: Thank you very much. 

Moderator [M]: Thank you. Are there any other questions? 

Then the person in the front left. Please go ahead. 

Nakayama [Q]: Thank you. This is Nakayama from Daiwa Asset Management. Let me ask you a few questions 
as well. 

The first thing I wanted to ask you is that the situation in the external environment is becoming much more 
suspicious. In particular, companies that have been strong in the industrial equipment field and have 
performed well in the past have recently seen poor performance, including several FA manufacturers, and 
appear to be starting to lose their footing. 

Looking again at your company’s Q2 results by sector, there were some sectors where Q1 results were also a 
little difficult, but the momentum in all sectors deteriorated a little, and the same is true for industrial 
equipment. We would like to know your company’s view of the current situation by sector. 

However, on the other hand, we understand that your company’s high competitiveness is one of your 
weapons and that there are areas where you can grow by adding to the market your own individual factors, 
including the transfer of commercial distribution. I would appreciate it if you could introduce any such efforts 
to overcome the external factors from here. This is my first question. 

Hara [A]: Thank you very much. As you can see from Q1 and Q2 figures, industrial equipment sales are down. 
However, as I explained in the announcement of Q1 results, the reason for this is that the order backlog, which 
had been delayed in delivery, was pulled in very quickly, and sales that were originally expected in Q2 were 
received in Q1. I think it would be more accurate to divide the total of H1 by two. 

However, as Mr. Nakayama mentioned, as far as we have seen in the earnings announcements of various 
companies, it is difficult to see demand, especially from China. We also feel that the situation is not optimistic 
for H2 of the year. 

In response to this, as I have mentioned in the past, we have been pursuing a strategy to increase our market 
share and have been developing new suppliers to increase our market share in the automotive and industrial 
machinery markets. 
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The general idea is to cover the slight decline in the industrial equipment and automotive markets with an 
additional market share. That is the type of situation we are considering for this fiscal year. 

So, although there are various situations in each segment, the situation in the industrial machinery and 
automotive sectors is such that we can only hope that China’s economy will recover as quickly as possible. 

On the other hand, as for the next fiscal year, data on semiconductors still shows growth, so we are hoping to 
somehow make a strong showing in H2 of this fiscal year and hold out for the next fiscal year by expanding 
our business area. 

Nakayama [Q]: I understand. Thank you. 

May I ask one point, for a follow-up. Automotive is probably okay, but I’d like to ask about the industrial 
equipment area. You mentioned earlier about expanding the trade area. 

On one hand, the external environment is deteriorating a bit, and you have given us a hint that you will offset 
the external environment by expanding your trading area. Is it correct to imagine that the sales momentum 
of your company’s industrial equipment will, in a sense, maintain the level of this Q2 in H2 and jump up toward 
the next term? 

Is it correct to understand that it is quite difficult to maintain the momentum of the industrial machinery with 
only this commercial area transfer, since it is exactly at the stage where it is still getting worse? I would 
appreciate it if you could add to this point as well. 

Hara [A]: It is a very difficult situation, but if you look at the plan, I think that if we manage to endure at 
roughly the same pace as in Q2, we will be able to realize this plan. I think we can realize our full-year plan, so 
that is what we are thinking about. However, the external environment in this area is really changing from 
moment to moment, so I can’t say too clearly. 

On the other hand, there are reports that machine tools in North America are returning to normal, so it is 
difficult to say what the situation is, but we are hoping to maintain this level of demand. 

On the other hand, there is still a large backlog of orders, so I believe that to some extent we can make 
calculations in this sense. 

Nakayama [Q]: I understand. Thank you. 

My second question is about the profit of Q2 of the network business. Network sales are growing. When we 
looked at the contents of network, the shift to software rather than hardware has been gradually occurring 
due to the shift to cloud computing, and the increase in software was partially offset by the decrease in 
hardware, so the growth rate of the network had been a little sluggish. But I think the financial results showed 
that the situation has cleared up a little. 

On the other hand, looking at the profit, the profit of the network business in Q1 and Q2 looks quite different, 
so I would like to ask for additional information on how this should be interpreted. 

Hara [A]: As I mentioned last time, the network is negatively affected by the depreciation of the yen, and we 
took various measures last year to reduce the impact of the depreciation by setting prices linked to the 
ongoing exchange rate, and I think these measures are gradually taking effect. 
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On the other hand, the yen has been rapidly weakening again, and this has had a slight impact. Another thing 
is that there were some major spot projects in Q1 and Q2, and I think this is the reason why the overall profit 
margin is declining. 

Also, in terms of operating income, we are in the phase of making up-front investments while continuing to 
secure personnel for future expansion, so these are the results we are seeing now. In the next mid-term plan 
and the long term after that, I believe that we will be able to aim for the traditional operating margin of 
network cybersecurity and revive it, and we will take firm action in that direction. 

Nakayama [Q]: Thank you very much. 

One last point. This is about the new CPS solution business. It is my understanding that upfront investment 
has been a drag on overall profits, and this year was the period to turn around there. 

In the earlier presentation, what are the profits from this CPS? I think that sales are close to what you 
envisioned, but it is a little difficult to see how profits are progressing in relation to what you originally 
envisioned and how this will lead to the next fiscal year and beyond. Please give us an update here. 

Hara [A]: For the current fiscal year, we are looking at JPY9 billion in sales. We are still a little behind in this 
area, but we are getting some forecasts that are somewhat close. 

Although operating income is expected to improve considerably, it is not yet up to the break-even, and we  
make the break-even in the final year of the medium-term plan, which is next fiscal year. 

Profits are also improving, GP is rising, and as I mentioned earlier, the ratio of services and solutions is 
increasing, as is the ratio of recurring revenue, so profits and GP are rising in tandem with sales in this sense. 

We are also considering various investments for the future, such as the acquisition of various dynamic 
capabilities, or the acquisition of new capabilities. 

There is a certain timing involved in this area of investment, so we need to take advantage of this timing to 
make effective investments over the long term. It is still difficult to see how the breakthrough in OP and 
operating income will be for the current and next fiscal years. 

However, gross profit above operating income is expanding steadily, just as sales are, so we will take this into 
consideration as we work to achieve our goals. 

Nakayama [Q]: Thank you very much. 

I also understand, as you also explained earlier, that CPS will be quite vital for the next mid-term plan. 
However, it is not possible to read from the current disclosure that the GP ratio is improving, which is a good 
response to the sales alone, from this presentation. I would appreciate it if you could carefully disclose how 
the CPS is progressing with an eye to the next mid-term plan. 

Hara [A]: Yes. Thank you. 

Moderator [M]: Thank you very much. Are there any other questions? 

Then the person in the fourth row from the front. Please wait a moment. Thank you. 

Shiromoto [Q]: My name is Shiromoto from [inaudible]. 

I’m afraid this is a bit basic, and may be a bit detailed, but I have two points. 
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This is the first point. You mentioned that sales of other products have been growing quite a bit, and there 
were items related to generative AI. First of all, I would like to know the definition of these AI-related items, 
i.e., are they only NVIDIA’s chips or do they also include HBM memory? If NVIDIA’s new chips or other 
manufacturers are going to launch products related to generative AI in the future, could you tell us about the 
business opportunities for your company in this area? 

Hara [A]: The other items here include boards, so-called embedded items, and so on. As you know, other 
products include NVIDIA’s GPU boards for generative AI, and GPU servers, I guess you would call them. That’s 
roughly where the majority of the situation is, and we are expanding in that area. 

How far the demand will go depends on the needs of Japanese customers in terms of how they will utilize AI 
internally, but I believe that about JPY20 billion of the demand is for NVIDIA, so I think the pace will go up at 
least that much. 

Shiromoto [Q]: Thank you very much. 

Sorry, what about JPY20 billion worth of NVIDIA? 

Hara [A]: JPY20 billion in H1 of the year was GPU boards and GPU servers. 

Shiromoto [Q]: Understood, thank you very much. 

I have a follow-up question around other businesses. On the other hand, looking at the gross profit margin 
from Q1 to Q2, the GPU ratio for other businesses dropped from 19.4% to 13%, is there any reason for this? 

Hara [A]: The profit margin of GPU servers is that kind of profit margin. 

Shiromoto [M]: I see. 

Hara [A]: The profit margin on servers and boards alone is not that high, but we are trying to add value by 
turning them into services and solutions, and also by providing construction services. That side is going to go 
up firmly, but that’s the way it is when you look at it as a stand-alone product. 

Shiromoto [Q]: Understood, thank you very much. 

Secondly, I know this is a bit detailed and I don’t want to get into too much detail, but in the integrated circuits 
sub-segment, ASIC, ASSP, and analog sales were each down YoY in Q2 alone. What are the reasons for this 
and what are your future prospects? That’s all from me. 

Hara [M]: Are you talking about Q1 and Q2 growth rates of ASIC, ASSP, and analog? Or the YoY comparisons? 

Shiromoto [Q]: YoY please. About the minus 38%, minus 2.9% and minus 6.8% compared to the previous year. 

Hara [A]: I see. Please wait a moment. 

As for ASICs and ASSPs, since the target market is basically for telecommunication infrastructure and other 
such elements, I think that the YoY sales are down due to the current decline in those areas. I think this area 
will be very much linked to market factors. 

As for analog, there were some direct sales by certain suppliers, which may have had some impact, but I think 
this is also a temporary situation. The overall impact is not expected to be that great, since it will only be a 
change in policy at one of our suppliers. 
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Shiromoto [Q]: Thank you very much. 

By the way, about the outlook for these businesses from Q2 to Q3, or something about the delivery date 
actually being pushed back, or something else, the outlook. I know you have explained the situation at foot. 

Hara [A]: Well, at this point, I have not heard of any major movements, such as a big drop or rise in this field, 
as a topic at this stage. 

Shiromoto [M]: Thank you very much. 

Moderator [M]: Are there any other questions? Is it okay? Are there any more from the venue? 

Now it is time for me to introduce you to some of the questions we have received from the Web. Now, a 
question from the Web. 

Participant [Q]: What is the amount of positive foreign exchange and amount of operating income or loss 
from Q1 to Q2? Thank you. 

Okawara [A]: Regarding the foreign exchange within operating income or loss. The sensitivity to exchange 
rates, the average for the fiscal year as a whole is about JPY50 million per yen on an ordinary income basis. 
We believe this is a positive result of the weak yen. Therefore, the actual cost was JPY138, while the budget 
was JPY130, so the yen depreciated by about JPY8. We have calculated that the benefit would have been 
about JPY400 million. 

However, this is very complicated and depends on timing, so I cannot say exactly how much it will be. That’s 
all from me. 

Moderator [M]: Thank you very much. Now, we have one more question from the Web. 

Participant [Q]: What were the factors behind the increase in consumer products and other standard ICs from 
Q1 to Q2? Thank you. 

Hara [M]: Sorry, one more time, please. 

Participant [Q]: What were the factors behind the increase in consumer products and other standard ICs from 
Q1 to Q2? 

Hara [A]: In the consumer area, as I recall, the demand for home video game consoles has risen. I think that 
is a positive increase. 

As for the other IC areas, I think that is the area that has increased this time with the transfer of commercial 
distribution. The transfer of new commercial distribution channels has added to the fact that many of our 
suppliers’ products there were standard ICs. 

Moderator [M]: Thank you. 

We will now conclude the question-and-answer session. 

This concludes the presentation of MACNICA HOLDINGS’ financial results for Q2 of FY2023. Thank you very 
much for taking the time out of your busy schedule to join us today. 

Hara [M]: Thank you very much. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
31 

 

 [END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

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



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
32 

 

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 © 2023 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


