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Presentation 

 

Moderator: It’s time, we will now begin the presentation of the financial results for 3Q of the fiscal year ending 
June 30, 2021 of BrainPad inc. 

Mr. Takafumi Kusano, President and CEO, and Mr. Ko Ishikawa, Director and CFO, are present today from 
BrainPad Inc. 

First, Mr. Kusano, our representative, will give an overview of the financial results. After that, we will take 
your questions. The materials used today are the same as the supplementary explanatory materials for 3Q of 
the fiscal year ending June 30, 2021 posted on our IR website. 

If you have any questions, please post them in the Q&A section of the ZOOM webinar. We will select and 
answer your questions from among those submitted. Please be assured that the questions you submit will 
not be showed to the viewers on the screen. 

President Kusano, please explain. 

Kusano: Hello, my name is Mr. Kusano, and I am the Representative Director. Thank you for your cooperation 
today. I will now explain the financial results for 3Q based on the materials. The first part of the document is 
the same as before, so I will skip that part. 
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I would like to begin by explaining the revision of the medium-term management plan and earnings forecast. 

There are no changes to the medium-term management plan. This is the same contents in the previous 
announcement. 
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With regard to the forecast of consolidated business results, in the initial forecast of the fiscal year, the worst 
case scenario was that sales would remain at the same level as the previous fiscal year due to the impact of 
COVID-19, but as order activities have become more active since 2Q, we are now in a situation where we can 
expect sales to increase and the sales growth trend to recover from 3Q. 

Therefore, in response to this, we have raised the lower limit of our sales forecast, which was disclosed in the 
range. We have raised the lower limit of our sales forecast from JPY6.85 billion to JPY7.2 billion to a range 
between JPY7.05 billion and JPY7.2 billion. 
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In terms of profits, as a result of progress in cost reduction and optimization since 1Q of the current fiscal year, 
profits have exceeded the initial forecast. 

We have revised our profit forecast upward as well, since the increased order activity has contributed to the 
increase in sales and profit 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
6 

 

 

As for the number of employees, we are still actively recruiting. As of today, May 14, we have 425 employees, 
which is a little short of our goal of 455 employees by the end of this fiscal year that we set last year. Even if 
we try, we feel that it will remain at the same level of 425 people by the end of the fiscal year. 

The retirement rate is at the same level as the previous fiscal year. In the first half of the fiscal year, the 
percentage was just under 10%, but compared to that, the percentage is slightly lower. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
7 

 

 

The sales composition by project size here is disclosed once a year, so there is no change from the previous 
announcement. 
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Now, let me move on to the highlights of the consolidated financial results for 3Q. 

In the first half of the fiscal year, sales were affected by prolonged order lead times and delays in the start of 
projects, but the increase in order activity from 2Q led to sales growth from 3Q. 

Comparing 3Q of the previous fiscal year with 3Q of the current fiscal year, we have recovered to a level of a 
15% increase. 
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Consolidated operating income has also improved by 24.3% compared to the previous 3Q. 

The operating income ratio for 3Q of the current fiscal year was 16.7%, which is the level we should be aiming 
for. 

Ordinary income and net income are also trending in the same manner as the aforementioned operating 
income. 

I don't think there is anything special to mention about the consolidated profit and loss situation. As you can 
see. 

Next, non-consolidated results. I will now move on to the highlights of non-consolidated segment results. 
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We are developing our professional services business and product services business, but first, let's talk about 
the professional services business. 

In the first half of the fiscal year, sales of existing data analysis projects from industries that are strongly 
affected by COVID-19 shrank, but in 3Q, sales recovered to a level higher than the same quarter of the 
previous year due to increased order activity from 2Q. 

When compared to the previous 3Q, both net sales and segment income were up 25% from the previous fiscal 
year. 
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In terms of sales, number of customers, and number of employees, both sales per employee and sales per 
customer have recovered to record high levels, on par with the previous 4Q, due to sales growth. 

On the other hand, the number of employees decreased slightly, partly due to an increase in the number of 
employees being on loan to other companies. 

In order to respond to the strong demand for DX support, we urgently need to further strengthen our 
recruitment. 
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Next is a comparison of the 2 periods of the product business. 

Although we compensated for the contraction in sales from industries strongly affected by COVID-19 by taking 
new orders and up-selling to existing customers, sales remained at the same level as the same quarter of the 
previous year due to the fact that there were one-off flow-type sales associated with contract development 
in the previous 3Q. 

As a result of the concentration of resources on major products and the optimization of various costs, we 
were able to absorb cost increases such as the increase in the number of personnel in the previous fiscal year 
and maintain segment income at the same level as the same quarter of the previous year. 
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Due to our focus on major products, the number of customers for other products with smaller unit prices has 
been gradually decreasing, and due to the intensifying competitive environment in the marketing tool-related 
market, we have been concentrating our efforts on larger projects, but stock-type sales per customer have 
been increasing. 

That's all. 

If you have time, please take a look at our latest press release. 

As for the direction of the next fiscal year, we have made a new announcement, which I would like to explain 
to you. 
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For the next fiscal year ending June 30, 2022, our policy is to recover to an annual sales growth rate of about 
20%, which is the growth rate we are aiming for in our medium-term management plan. 

The profit side is still under scrutiny as we are considering how to incorporate the number of employees we 
were unable to hire in the current fiscal year into the hiring plan for the next fiscal year, and how to spend for 
the renewed growth of the product business. 

We will announce the earnings forecast for the next fiscal year, taking these factors into consideration, when 
we announce our financial results in August of this year. 

Also, we usually disclose our vision for the next year around this time, so we announced our current thinking 
at this stage. 

This is the end of my explanation. 

Moderator: Thank you very much, President Kusano.  
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Question & Answer 

 

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

Once again, if you have any questions, please post your name and question in the Q & A section in the ZOOM 
webinar. We will select and answer your questions from among the submissions we receive. Please be assured 
that your question will not be shown to the viewers on the screen. 

Now, please fill out the form. 

Kusano: While we are waiting for questions, I would like to make a brief announcement. 

Last year, we had a conference called DOORS in March. At that time, it was just before Corona was in full 
swing, so it was a real offline event. This year, we are planning to hold an online event in June. 

It's online, but it's a time-limited online conference in a form that can only be viewed during a 3-hour period 
from 1:00 PM to 4:00 PM on June 16. This is a recording type, so we have already finished recording and are 
now editing the contents. We have our client companies on the stage to talk about their experiences. 

I am also participating in the dialogue, but I think it may be difficult to make the content of the work we are 
doing understood. Especially the professional business. We had the opportunity to have top management 
from our customers in our professional business, as well as CDOs and DX promotion leaders, come and talk 
with us. If you watch the video, you will be able to understand what kind of evaluation we have received from 
our clients and what kind of support we provide to our clients, so if you have time, please watch it. Since 
advance registration is required, Please register in advance at doors.brainpad.co.jp. 

Itochu, Yamato Transport, Yahoo, Resona Holdings, and Orbis are among our clients. 

Each client has a different style. Orbis is promoting a top-down approach to DX in which the top management 
itself is the leader of change. The story was told. 

Resona Holdings has more like a bottom-up leadership style, where applications developed from the bottom 
up gradually became the core of the company's DX. 

Yamato Transport has invited Mr. Nakabayashi, as the head of data, from outside the company to provide key, 
core functions in the promotion of DX. 

Itochu has more like a middle-up leadership style. The president himself was committed to the project, but it 
took a middle-up style. 

I thought it would be a good reference for other types of DX. In that sense, I hope that the content will give 
some kind of insight or learning for everyone. 

Now, we have questions, so I will read them out. 

You have announced a mid-term forecast of 20% growth in sales, but how sustainable is 20 percent growth in 
sales given the continued lack of hiring? The question is whether it is possible to achieve 20% growth in 
productivity and other areas, even if you can't hire enough people. 
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The fact that we were not able to hire as many people as we had planned this fiscal year is a major issue for 
us, and we are working on measures to improve this situation, such as strengthening our system for further 
recruitment. 

On the other hand, we were not able to achieve sufficient sales in the first half of this fiscal year, partly due 
to the impact of COVID-19, so I think we are in a position to aim for 20% growth in the near term. 

We are aware that we need to accelerate the hiring which is a little behind at an early stage. In addition, as 
you pointed out, we will make every effort to improve the unit price and so on. 

Is there anything else you would like to add on our side? 

Ishikawa: Yes, we have not been able to recruit enough people, but we have been hiring new graduates and 
making contact with them, so while we are aiming for a 20% increase in the number of employees, we have 
been able to increase the number of employees by more than 10% this fiscal year. As Mr. Kusano explained 
earlier, in the case of this year, especially when comparing this year and next year, the portions that could not 
be hired this year are, on the contrary, the portions that could not grow last year. By making up for that, we 
will be able to achieve 20% [Inaudible] in the next fiscal year. 

After that, I think it is not easy or quite difficult to achieve 20% growth at this level of recruitment, so if that 
is the case, we can increase the number of partners or [Inaudible]. I think you are right that it will be difficult 
to achieve 20% growth unless we do something like that. We are aware that we need to think about recruiting, 
increasing partners, making acquisitions, and strengthening our resources in various aspects. 

Moderator: Thank you. We are waiting for your questions. Please post your questions. 

Kusano: While we're waiting for questions, we'll have more announcements. 
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We have sent out a number of press releases, but the one that I would like everyone to know about is that 
Rtoaster has won the "Leader" award in 4 categories of ITreview for 2 consecutive terms. 

This time, you may have the impression that the growth of the product business is slowing down, but the 
power of the product itself has not declined, or rather, it has been highly evaluated by the users, so we 
recognize that we can still expand this area by improving our marketing and sales activities. Therefore, we will 
continue to make efforts to make this area [Inaudible]. 

OK. If there are no other questions, I would like to talk about the hiring situation at our company. In terms of 
our hiring situation, for analytical personnel, since the company's brand is known to some extent, we have 
some control over the level of hiring, but basically we are able to create a population and hire. 

There are not many companies that can maximize the value of our work in this area, so I think we need to 
acquire personnel in this area by ourselves through the recruitment process. 

On the other hand, in the SI business, which is one of our professional businesses, there are companies that 
do SI work. I think there is an option to make good use of partners for the increase of business. 

Of course, it would be more profitable and better for project management if we could get the work done by 
our employees, so we will stick to in-house support, but we would like to be flexible in this area. 

OK. I received an additional question. ITOCHU has invested in a consulting company, SIGMAX. What synergies 
do you expect from these companies in the future? 
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At this point, we haven't discussed anything in particular about this. Yes. So, I really don't know anything for 
sure, so I can't say anything. I’m sorry. 

As I mentioned at the last briefing, our major basic policy is to create synergies with ITOCHU Group companies, 
and to find new profit opportunities for our company. However, we have not talked about this company 
anything in particular at the moment. 

 

As we announced in our press release the other day, we have already announced a collaboration with Bell 
System. It's the top of the list in this presentation. So, in the area of marketing and marketing DX, we are 
working together with Bell System to provide valuable services. If there is something that can create value 
and new business for both parties, we will actively discuss it in a unbiased manner. We are discussing and 
working on initiatives to develop partner services. 

Okay, I have a question related to ESG. 

Firstly, please tell us about expanding the disclosure of the environmental aspects, such as the amount of CO2 
emissions from servers, energy consumption, etc. 

Secondly. Please tell us about disclosing your human rights policy for dealing with human rights risks, including 
the disclosure that there is no child labor or forced labor in society. 

Thirdly, regarding information security, I know you are already involved in this area, but please tell us about 
expanding the disclosure of your measures. 
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Fourthly, from the perspective of diversity, please tell us about expanding the disclosure of actual and target 
figures for the ratio of female managers and female employees. 

In terms of governance, there are currently 2 outside directors among the 8 directors, which is less than the 
one-third ratio of outside directors recommended in the Corporate Governance Code to be revised in 2021. 
Please tell us if consider increasing the ratio of outside directors, including the appointment of female and 
non-Japanese outside directors. 

Fifthly, please tell us about your thoughts on the establishment of voluntary nomination and compensation 
committees. 

Sixthly, please tell us about your thoughts on the introduction of medium- to long-term performance-linked 
compensation. Thank you very much for these questions. 

Nothing has been officially decided yet, but we would like to proceed with the study. If you have any 
supplement. 

Ishikawa: As for the disclosure of the environmental and social aspects at the beginning of the questions, we 
will proceed with it sequentially because it is a requirement of this world. 

In the current situation, as has been said by other companies and the global ESG community, the companies 
on the delivery side are not that close to this kind of thing, so I think we will just disclose that fact in a simple 
manner. 

In terms of diversity, of course, we are well aware that the ratio of female employees in Japanese IT companies 
is rather low, but if set this as a target, we are wondering whether we can really achieve it. 

In the area of governance, of course, there are the recommendations of the Corporate Governance Code and 
the conditions of the primary market, so I think it has become a matter of course to be dealt properly. We are 
also discussing the voluntary Nomination Committee and Nomination and Remuneration Committee with the 
understanding that these are pressing issues that need to be addressed urgently. 

Performance-linked remuneration is a similar story, and of course we are discussing what kind of 
remuneration is best and how to introduce it in stages, or whether it would be better to introduce it suddenly, 
while exchanging opinions with directors and outside directors. We have not yet decided on anything, but 
since the disclosure of remuneration is now mandatory, we would like to proceed and be able to disclose our 
thinking and direction. 

Kusano: Yes. In terms of business performance, there was a case in April where Rare Inside experienced 
widespread concern about its business performance due to the suspension of a contract from one of its 
customers. Please tell us if your company would disclose the ratio of sales to external customers to the extent 
possible, and your risk diversification measures to the extent possible. 

Ishikawa: Isn't it [Inaudible], briefly, on page 15? 

Kusano: Yes. We do not want to be dependent on a few customers, but on the other hand, from the 
perspective of profitability, increasing the number of customers with large transaction amounts is a major 
goal and direction during the current mid-term plan, so we are working on this as well. 

Also, as mentioned in the securities report, Yahoo and Itochu have been mentioned as future clients of our 
company, but as for our relationship with them, we will continue to have a capital and business alliance with 
Itochu as before. I am aware that [Inaudible] is unlikely to happen. 
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As for business with Atres, it is more like multiple projects and work with multiple stores, rather than a single 
large contract, so it's not likely that all sales disappear when one specific contract expires. I think the most 
important thing is for customers to feel the value of the service and continue to use it in order for the contract 
to last longer, but even if we cannot achieve sufficient results, I think it is unlikely that the entire contract will 
suddenly disappear. 

I received a new question. How will the recent changes in IDFA and other rules affect your marketing tool 
products? We would like to hear your thoughts on whether there will be any problems such as a decrease in 
accuracy, or whether it could be a tailwind. 

I think that the current trend strictly limits the tracking of user behavior, including third-party cookies, and it 
will probably continue in the future. Up to now, the service we are providing is a first-party cookie that 
behaves as a cookie of the customer or client company, and we are providing the infrastructure for the client 
company to store and utilize the behavior on their site or in their application only for them. So there will be 
no huge impact in the short term. 

However, if these regulations become stricter and stricter, there could be an impact in the future, but at 
present there is no significant impact. In fact, we feel that there is a growing need among customers to 
improve efficiency by using first-party data to the extent that various numbers cannot be used using third-
party cookies. 

Ishikawa: Last month, cookie management installation is not yet emphasized so much in Japanese offices, so 
there are not many people who turn it off in this first-party solution, so the impact is quite small at this point 
in Japan. In the future, when cookie management solutions and cookie consent become mandatory, there will 
be a possibility that the accuracy will decrease slightly. 

I am aware that even in the US and other countries, we have not yet reached a situation where accuracy is 
greatly degraded or where the majority of people turn off the cookie. In that sense, I don't think there will be 
any major headwind for our first-party cookie business. 

However, to be honest, I'm not sure if there will be a tailwind, which is the current thinking of our team about 
a first-party cookie as a marketing tool. 

Moderator: Yes, thank you. We still have some time left, so please feel free to send us your questions, even 
if they are basic ones. Please. 

Kusano: Now, while we're waiting for questions, let's get back to the topic. As I mentioned earlier, there will 
be a presentation on the case of Resona Holdings at our private conference called DOORS, and we are also 
introducing it in a press release. 

This is a case study of how we were able to comprehensively set up a store analysis unit to implement DX. 
This presentation of a case study has received a great deal of response. 

As [Inaudible], our business is to provide the overall capability that companies need to be able to use data. 

So, in some basic respects, our business is based on receiving data from customers and analyzing it on their 
behalf, but they want to do this internally, rather than relying on other companies. There are also customers 
who recognize the value of having someone who understands the business analyze it. We believe it is true 
that customers who are capable of doing so will benefit more from the use of data in the long run. We also 
provide support to these customers. 
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So, we can help set up a department, design the department, provide tools to be used in the department, and 
also transfer skill and teach skills on how to proceed with analysis tools while working on a project together. 
If necessary, we also provide training and other services to help our clients launch their plans in a 
comprehensive manner. As one of the representative examples, Resona gave us permission to present the 
project to the public. The project has been praised by the management of the company as a very successful 
initiative. I hope we can deepen our relationship in this way. 

And in relation to this. In the area of DX human resource development, there is a service for training people 
to use data, and the number of participants has exceeded 50,000. As the market needs are increasing, there 
is a growing need for companies to provide training to their employees as the first step in developing analytical 
human resources within the company. 

Well, COVID-19 has made it easier for us to increase our numbers of participant in online courses. If it were 
for real events and real seminars, there was a limit to the capacity. I think this is a tailwind for us that more 
and more companies are using e-learning and other methods. 

Moderator: Yes, thank you. We still have some time left, so if you have even the most rudimentary questions, 
please post them in the Q&A section. 

While we are waiting for a little longer, CFO Ishikawa, if you have anything to add to this earnings 
announcement that is often asked by investors, please let us know. 

Ishikawa: Yes, as we were asked at the beginning, what kind of difficulties do we face in the hiring process? 
As was explained earlier, if the turnover rate is declining, but hiring is stagnant, I honestly believe that there 
is a lot of competition with large companies. 

What I mean by that is that when you go online like this, our appeal becomes a little weaker. To be honest, 
we are aware that we are losing out to large companies in terms of the sense of security that comes with 
being a well-known company name or being large and secure. We also need to review our hiring practices in 
the area we are losing. 

It is difficult to have people visit our company in a state of emergency, however, when it is lifted or the 
situation changes, it is important for us to convey the message that we are a company that can be visited with 
confidence and that we are a growing company, although we still have about 400 to 500 employees. 

Whether the hiring will recover or not is uncertain. It is true that competition in this area is becoming fierce. 
If we analyze the factors that are causing us to lose, we believe that we can recover by properly 
communicating our appeal.  

Moderator: Thank you very much. 

Ishikawa: Also, the growth of the product business has slowed down a bit, and for the next fiscal year, we 
need to make some investments for the renewed growth. We are expecting to have to spend a lot of money, 
but we are not losing in any way in that area, just as Mr. Kusano explained earlier. 

However, with the increase in the number of competing companies and the need to communicate online, we 
recognize that we may be lagging behind in improving our communication skills. In the midst of the IDFA rule 
changes and various other issues, I think the way we set marketing themes and use tools is also changing. 

The world is changing and new venture companies are strongly appealing that their theme is the current 
mainstream. In such a situation, it is possible that the theme we set may seem outdated for a moment to the 
world. So we have to appeal ourselves to the world that we are superior to them. We are aware of this, so we 
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believe that we need to review the way we appeal to the public and our processes in order to achieve the 
renewed growth of our product business in the next fiscal year. 

Although we believe that we can still grow again, we are no longer in a situation where we can win with easy-
to-understand phrases such as "number one in the DMP market”. So we have to win the reality-based part. 

Moderator: Thank you very much. any other questions? 

We still accept questions. 

Kusano: Earlier, Mr. Ishikawa told about this. There is a growing number of students who are unable to visit 
our company and feel difficult to get a feel for the company in COVID-19 environment. When we are hiring 
new graduates, I get the impression that they get job offers but can't decide not only on our company but 
also on other companies. Due to the lack of information, more students become hesitant to make a decision, 
and at the end of the day, they choose the security of the major companies. 

This year, we lost hiring in this kind of pattern. We've been working on rebuilding our communication and 
other aspects of our business, and we're getting a good response. 

Our positive qualities have been wiped out by COVID-19. Back to the online content, this is how we've been 
able to build relationships with our clients with it. The content is not really advertised or promoted for you to 
see, so I think it is really purely about how to proceed with DX, and it provides you with insights and learnings. 

In each 40 minute session of the content, we set aside about 5 minutes part to ask the participants to evaluate 
our company. We have received very high evaluations and trust from them. Video includes a scene which I 
was so moved in the talk with guest speaker. In that sense, the content itself is not only for marketing purposes, 
but can also be used in the hiring purpose. 

I think it can also be used as an inner branding tool for internal use. The purpose of this is to use it as a means 
to move people's minds in the new environment while strengthening marketing.  If you have the time, please 
take a look at this content as well, and I think you will be able to get a better idea of the reality of [Inaudible]. 

Moderator: Yes, thank you very much. Now, it seems that we have received most of the questions, so I would 
like to end this presentation a little early. 

This concludes the financial results briefing for the third quarter. 

Thank you very much for watching. We will send information of DOORS conference via e-mail and other 
methods. If you would like to have a one-on-one meeting regarding IR, please do not hesitate to contact our 
IR department. Thank you very much for your time today. 

Kusano: Thank you very much. 

[END] 

______________ 

Document Notes 
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