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Presentation 

 

Fujimoto: We will now commence the explanatory meeting of the Financial Results for the Fiscal Year Ended 
June 30, 2020, for BrainPad Inc. My name is Fujimoto, and I will be the moderator today. Thank you in advance. 

Due to the spread of the new type of coronavirus, we will hold the meeting via a live presentation on our 
website. 

Today, Takafumi Kusano, Representative Director and CEO of BrainPad Inc., and Chief Financial Officer Ko 
Ishikawa will participate. Thank you to both of you. 

First of all, CEO Kusano will explain the outline of the Financial Results for the Fiscal Year Ended June 2020. 
After that, we will accept your questions. The materials used today are materials for the fiscal year ended 
June 30, 2020, published on our IR site. 

 

 

Kusano: I am CEO and Representative Director Kusano. I am pleased to explain our financial results to you 
today. 
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Our mission is to “create a sustainable future through the promotion of data utilization.” Our mission is to 
help various companies analyze their data and utilize data to reduce waste in society and to realize a waste-
free world. 

 

For details of the Company, please refer to the materials. 
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We are developing three major business segments: the Analytics Business, the Solutions Business, and the 
Marketing Platform Business. We have divided them into business segments to announce our results. For an 
overview of each business, please refer to the materials. 
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Regarding our main clients, we support a variety of companies. 
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Now I would like to move on to the presentation. The following is an explanation of our medium-term 
management plan, the forecast for consolidated financial results for the next fiscal year, and the effects of 
the spread of the new type of coronavirus, COVID-19. 

The plan for the fiscal year ending June 2023, which is the final year of the current medium-term management 
plan, remains unchanged. Progress toward the three basic policies is as follows. Basic Policy 1: in order to 
increase our track record of advanced and practical data utilization that will impact business, we will 
strengthen our system to provide and harness the comprehensive capabilities necessary for data utilization. 
We will be able to complete this progress as of the present time. As a step to provide and harness our 
collective strengths, we have implemented large-scale organizational restructuring to consolidate functions 
and job categories of the same kind into the same division, and we have firmly established that system. From 
the next fiscal year, we will enter a stage where we can demonstrate our collective strengths. 

Regarding the second policy of human services, which are indispensable for the utilization of data, and the 
expansion of the scale of the organization, including the employment and training of diverse human resources 
to meet the demand for solution supply, we succeeded in increasing the number of employees by 21.8% YoY 
in the fiscal year ended June 2020, exceeding our initial target of 66 employees. In addition, we have 
announced the establishment of Dentsu Cross Brain, a joint venture with the Dentsu Group, as a means of 
strengthening the digital marketing area. 

For our third policy, regarding cooperation with domestic and overseas tech companies through business 
partnerships and investment, and of course pursuing R&D in-house, in order to accelerate the utilization of 
data that uses advanced technologies, we have made a minor investment in Secure Inc., which provides 
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security solutions such as surveillance camera systems and entrance systems. We are promoting such 
collaboration but our progress toward this major goal is only midway. 

 

We have not made any changes to our targets and, for the time being, would like to keep our investments 
and shareholder returns as they are. In addition to the risk of deteriorating business performance due to the 
spread of the new type of coronavirus, and given the possibility of an even greater variety of investment 
opportunities than in the past, we are currently placing importance on securing sufficient funds on hand. 
Going forward, we will reexamine our policy on capital utilization as soon as there are changes, such as in the 
global economic situation and stabilization of the impact of COVID-19. 
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Next, regarding the forecast for consolidated financial results. We have set a worst-case forecast for 
consolidated business results for the new fiscal year, assuming that sales will remain at the same level as those 
in the just-ended fiscal year due to the impact of the spread of the coronavirus. For the first half of the new 
fiscal year, we are targeting a sales forecast of between JPY3.2 billion and JPY3.4 billion and a full-year forecast 
of between JPY6.7 billion and JPY7.2 billion. Regarding profits, forecasts for the first half range from zero to 
JPY150 million and our full-year target is between JPY200 million and JPY500 million. Estimated figures for 
full-year net sales are between JPY6.7 billion and JPY7.2 billion and represent forecasts based on the current 
uncertainty. The Company and its consolidated subsidiaries are striving to exceed these forecasts. 
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As a supplement to the sales forecast, I would like to point out the following three points concerning the 
impact of the current situation on net sales in the forecast of business results. 

The scale of existing projects that we have contracted from companies in industries that have been heavily 
affected by the spread of the coronavirus is shrinking.  

Orders have not returned to normal, and First Quarter sales are highly likely to be flat YoY. 

Although the number of inquiries for new projects is increasing due to Japanese companies' increasing 
willingness to invest in DX, the timing of receipt of orders and the timing of starting projects remain uncertain. 
Therefore, the forecasts for the first half and the full fiscal year have been put in this form. 
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Next, I will provide supplementary information on profits. Based on the assumption that investment in DX and 
data utilization will recover and increase during the coronavirus crisis and after it has ended, we will continue 
to recruit and train talented personnel in the next fiscal year as well. An increase of 86 employees, which 
exceeds the current term's results, has been incorporated into the following profit forecasts. Except for 
personnel expenses and recruitment costs associated with new hiring, no specific cost increases are planned. 
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The impact of the spread of the new coronavirus is listed for each business segment. 

Firstly, regarding the Analytics Business. In particular, among the three businesses, the decline in sales due to 
the spread of the disease is the largest. As I mentioned earlier, there has been a contraction in the scale of 
existing projects entrusted to us by industries that have been heavily affected by the coronavirus. 

Other impacts can be seen here. In particular, in terms of work and business conditions, the rate of employees 
attending the Company has remained below an average of 30%, and the work itself is being done in this 
situation without any problem. In addition, none of our employees has caught the virus. 
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We will now look at the highlights of the consolidated results for the fiscal year ended June 2020. Compared 
with the same period of the previous fiscal year, net sales increased by 16.6% YoY due to the strengthening 
of human resources and the steady expansion of demand. However, due to two factors, we have not reached 
our initial forecast of JPY200 million. 

First, the impact of the spread of the new coronavirus resulted in a slowdown in the acquisition of new orders 
for third- and fourth-quarter products. Second, sales continued to decline due to the rebranding of machine 
learning software produced by other companies in the Solutions Business, starting from the second quarter. 
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In terms of operating income, while net sales did not reach the initial forecast, operating income declined due 
to an increase in personnel expenses and hiring costs due to an increase in the number of employees and a 
revision to the wage system. In particular, due to an aggressive increase in the number of employees in the 
sales management division, the increase in headquarters expenses has been large. 
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The number of employees reached 369 at the end of the fiscal year due to a turnaround in recruitment 
activities from the second quarter onward, achieving the target set at the beginning of the fiscal year. 
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In terms of consolidated ordinary income and net income, like the previously mentioned operating income, 
ordinary income and net income also declined. The low rate of decline in net income is due to the recording 
of extraordinary income for two quarters due to the partial sale of investment securities. 
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The status of consolidated profit and loss is as shown. Mr. Ishikawa will give us some supplementary 
information on the status of the consolidated fiscal situation. 

Ishikawa: This is the B/S. The reason why cash has increased by more than JPY900 million is that we have 
achieved sufficient profits this fiscal year. 
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There have been various movements this current fiscal year. We have introduced the RS system for 
investment and other assets, so some assets have been recorded along with that. We expanded our offices 
and fixed assets related to the buildings have increased. 

Some liabilities for the fiscal year reduced significantly, such as the reserve for bonuses. Our FY results did not 
meet our initial targets so the planned amount of payment for summer bonuses scheduled for August was 
greatly reduced. The amount for variable performance-type bonuses was greatly reduced, which resulted in 
a significant decrease. 

With regard to net assets, the exercise of stock options, which had been progressing significantly, has resulted 
in a substantial increase in capital surplus.  
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Kusano: Thank you very much. The status of consolidated cash flows is as shown in this report, so we will omit 
an explanation. 
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We will now look at the highlights of the non-consolidated results and non-consolidated segment results for 
the fiscal year ended June 2020. 

In the Analytics Business on a non-consolidated basis, net sales increased in the fourth quarter, reflecting a 
delay in large-scale projects from 3Q to 4Q. It was our highest ever quarterly sales. Full-year sales fell short of 
initial expectations due to the impact of the spread of the coronavirus. Earnings rose as the number of large-
scale projects increased further, absorbing the increase in personnel costs and recruitment costs. 
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Next is the Solutions Business. Sales fell short of the initial forecast due to the rebranding of machine-learning 
software by other companies. Flow sales were sluggish, increasing only 11.6% YoY. Stock sales were firm 
thanks to new orders for two products, namely Probance and Brandwatch. Segment income decreased due 
to an increase in personnel expenses and recruitment expenses amid sluggish sales. 
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Now for the Marketing Platform Business. These are the highlights for the fiscal year under review. 

In net sales, professional services and a variety of proposals accompanying the provision of Rtoaster were 
favorable. The establishment of the new Customer Success Division also contributed to the increase in stock 
sales by helping to maintain and expand existing projects. The increase in stock sales and the improvement in 
profit margin absorbed the increase in personnel expenses, and the growth rate of segment profit exceeded 
the growth rate of net sales. 
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These are our most recent press releases. 
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We would like to explain the establishment of Dentsu Cross Brain.  

Dentsu Inc. has established a new joint venture, Dentsu Cross Brain, by integrating the ability of Dentsu Group 
companies in Japan to formulate and implement marketing strategies with the data analysis ability of BrainPad, 
a leading Company in data utilization. 

The role of the Company is to support the marketing activities required in the DX era as a specialist Company 
that gathers, accumulates, and analyzes data, and proposes measures based on analysis results, and supports 
and acts on behalf of client companies in the field of marketing. 

As shown at the lower left of the table, we plan to begin consolidating the Company as an equity-method 
affiliate from the first quarter of the fiscal year ending June 2021. 

In our business, there are segments in three domains, and in terms of positioning, we consider the provision 
of human support in the digital domain to be a position that complements domains that we have not covered 
much. In this way, we will be able to respond to the needs of corporations as a whole Group. 
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We are planning to change our reporting segments from the next fiscal year, so we will explain that. 

In order to meet the demand for DX investment and data utilization investment, we recognize the importance 
of providing comprehensive proposals by combining the various services of our Group, rather than providing 
a single service. 

From the next fiscal year, we will change our reportable segments and further strengthen our business 
management in order to achieve further growth by strengthening each service and promoting mutual 
collaboration. 

Until now, we have reported on three business segments: the Analytics Business, the Solutions Business, and 
the Marketing Platform Business, but they will become the Professional Services Business, which will mainly 
consist of consulting and services centered on human support. The other business will be the Product Business, 
which will center on the provision of products, whether they are in-house or from another company. We will 
report on these two segments in the future. 

This ends my explanation. 

 

  



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
25 

 

Question & Answer 

 

Fujimoto: CEO Kusano, thank you very much. We will now move on to the question and answer session.  

Kusano: The first question is that hiring is strong, but what is the background to that and could you please tell 
us about continuity? In addition, how many extra people are you aiming to hire in the current fiscal year? 

First of all, in terms of recruitment, this year we moved forward with strengthening the personnel department, 
and this has made an extremely significant contribution as a corporate infrastructure that supports an 
increase in recruitment. In addition, with regard to 3Q and 4Q in particular, I understand that the fact that 
companies competing with us in recruitment have stopped recruiting due to the coronavirus may have had a 
positive effect for us as we continue to recruit. 

We are planning a net increase of 86 people this fiscal year, as shown on page 14 of the materials. 

The next question: Regarding the upper and lower limits of the forecasts for the current fiscal year, what could 
happen that would make it possible to land at the lower limit or to reach the upper limit? The internal plan is 
even higher, so could you tell us where the upside is? 

With regard to this, the lower limit is the worst-case scenario. We think that the status of orders for projects 
that we are currently expecting will reach the worst-case scenario. 

However, we calculate this based on forecasts, and on orders and estimates of Company sales up to now. If 
the impact of the coronavirus exceeds this expectation, it will not be limited to this, but the Company believes 
that it will be able to reach this minimum. 

Regarding the internal plan, I would like to refrain from disclosing it. 

Next question: The lower limit of operating income for the first half of the fiscal year is zero. However, if 1Q 
sales remain unchanged, an operating loss is expected. It is expected that profits will increase in the second 
quarter, but what is the 2Q assumption for the lower limit? What do you think, Mr. Ishikawa? 

Ishikawa: Assuming that 1Q sales are the same as in the same period of the previous fiscal year, sales would 
be around mid-JPY1.5 billion. Then, for the 2Q figures, if they are the same as stated here, and we are aiming 
for JPY3.2 billion, then we are looking at JPY1.65 billion. That's where we are either in the red or in the black. 

If sales are about the same as last year, then surely 1Q will post a loss. If sales for the first half of the year 
reach JPY3.2 billion, then we will recover the deficit and only just be in the black. 

If sales reach about JPY3.2 billion, and the level reaches what we are thinking of as the lower limit, we will not 
be able to recover the 1Q deficit in 2Q. 

If we reach the median value of about JPY3.3 billion, a portion will be added from that. While not all of that 
JPY100 million net increase in sales would be profit, I think a large part of that would be profitable. It would 
seem that the profit between zero and JPY150 million would exceed JPY3.2 billion. 

Kusano: This is the next question: the plan for sales and ordinary income in the medium-term plan is 
unchanged. Please tell us how you will make up for that. 
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We will work to achieve our targets for the fiscal year ending June 2023. Of course, we assume that the impact 
of the coronavirus will not persist until this period. On top of that, if our organizational scale expands as 
planned, I think it will be possible to achieve sales of this scale. 

As a prerequisite, it will depend on to what proportion cumulative businesses, such as the Marketing Platform 
Business, increase, but basically, the majority of our sales are from project-type businesses. 

If orders proceed properly in the fiscal year ending June 2023, we believe that the size of the organization will 
be the key to achieving this scale of sales. As we continue to expand our organizational scale, we are aware 
that it is not necessary to change this target at the present time. 

Ishikawa: As a supplementary explanation, the main reason why net sales for the current fiscal year will 
remain as just explained is the contraction of orders from industries that were greatly affected by the 
coronavirus. Of course, 1Q will probably not be able to recover from this reduction, so we are currently 
including the possibility that 1Q will be in the red. 

Inquiries themselves have been steady, of course, and we plan to increase the number of employees by 86 on 
the assumption that they will continue to be strong in the future. These 86 new staff and the number of people 
invested from last year will show the same operation as in the previous year. It is currently expected that the 
Company will be able to sufficiently secure unit prices and margins in the final year of the Medium-Term 
Management Plan. That is why we are increasing our workforce by 86 people. 

If this progresses and things return to normal in the next fiscal year, then profitability will also return in the 
next fiscal year. By the end of the final fiscal year of the Medium-Term Management Plan, we will be able to 
achieve consolidated net sales and ordinary income by having the coronavirus impact weaken or disappear, 
and through a recovery in net sales, profit margin, and sales per employee. 

Kusano: The next question is what is the breakdown of the decrease in the number of customers in the 
Marketing Platform Business?  

Ishikawa: There is no doubt that there have been some cancellations of the mainstay Rtoaster. In addition, 
there were delays in the expansion of new services or some cancellations, resulting in a slight decline in the 
number of customers. 

I have not disclosed the breakdown figures this time, and I would like to refrain from commenting on them. 
In particular, the number of customers is declining while sales of stock are increasing, and it should be 
recognized that the number of customers is declining at the low-price end, where competition is fierce. 

Kusano: The next question: you assume the worst-case scenario at the lower end of the sales forecast. What 
is your assumption about the risk of falling below the lower end of the sales forecast? Or is it fair to say that 
such a risk cannot be assumed? 

Ishikawa: We are assuming that, of course. This is why we have a deeper cash position. In this sense, we have 
some expectations. Of course, coronavirus itself rarely occurs, but it has happened, so there is a point from 
here that I can't see the future. 

Although there is no doubt that the worst case may be even worse, our cash position will be deeper. As long 
as the current coronavirus spread or economic situation continues, we assume the worst case will be in the 
aforementioned range. 

Kusano: As Ishikawa mentioned earlier, due to the declaration of a state of emergency, it was very difficult 
for new sales activities to be carried out in the first quarter. 
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Although we were unable to absorb the impact of the downsizing of large-scale projects, we have resumed 
our sales activities and have received many inquiries from customers. If it is possible to fulfill these orders and 
deliver them safely, we believe that this figure can be realized, and we have set this lower limit. 

The next question is an additional question about hiring. Should we understand that the increase in the 
number of employees by 86 people is already on schedule? Please tell us about the possibilities for further 
hiring in the current fiscal year. 

Although next year’s new graduates are included in this number, not all 86 places have been decided, so we 
will continue our recruitment activities in the future and aim to increase the number by a final total of 86. 
Therefore, we will proceed as planned and increase the number of employees by 86. 

The next question has three parts. The first is that the Company currently has eight board members and two 
outside board members, which is less than the recommendation in the corporate governance code for 1/3 of 
the board to be outside members. Please tell us your thinking regarding increasing the number of outside 
board members, especially if possible, by increasing the number of foreign board members. 

We plan to consider this matter. 

The second question is, please tell us about the status of deliberations regarding the establishment of a 
voluntary nominating committee and a compensation committee. 

We are also in the process of considering this. 

Ishikawa: Let me add one thing. We are fully aware that the next year will be a major milestone for the 
election of officers. Based on this point, we are in a phase of deepening discussions with current outside 
directors and outside corporate auditors. 

Kusano: The third one is, what is the status of your deliberations on enhancing the disclosure of sustainability 
issues, such as social and environmental issues? 

We will continue to consider this matter as well. 

We have herein answered all of the questions that we have received, but if you have any other questions, 
please enter them into the Q&A section. 

Fujimoto: It seems that some people are in the middle of filling out questions now, and since we still have 
some time to spare, I would like to wait a little bit.  

Kusano: The new question is, how long will it take for an increase of 86 personnel to become a significant 
force in the Company? Please tell us the breakdown of the increase. 

Depending on the job type, of course, I think there will be variations in the development of workplace 
capabilities. For new graduates, usually worker-level training takes three or four months and then it takes fast 
people a few months to start functioning as workers. Of course, it generally takes two or three years before a 
project can be undertaken and implemented. 

Basically, in the sense that it is possible to contribute to sales by charging customers, even new graduates are 
making a contribution to sales in less than a year. 

As for other mid-career recruits, of course it is a prerequisite to hire someone who has the ability to do the 
necessary work, so I am conscious of the premise that they need to be able to contribute immediately. 
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Ishikawa: A breakdown has not yet been issued. In addition, the format and segments of our 1Q financial 
results will be changed, so we are considering how to issue it in a manner that can be known within the 
segment. 

Kusano: So please look for it in the materials next time. 

The next question is, in establishing the joint venture Company Dentsu Cross Brain, what does Dentsu 
anticipate from you and what is the background to the decision. 

I believe they most anticipate our ability to train analysts, or the ability to retain and motivate analysts to have 
them continue working. 

I think that there are some areas where many companies are struggling to recruit or utilize data scientists or 
other human resources that make use of the data. In this area, I understand that they have high expectations 
for the management skills of our human resources, who are able to stably recruit, train, and retire at a certain 
rate. 

I cannot speak about the details of the establishment, but basically with the expectations mentioned above, 
Dentsu spoke to us, and we definitely discussed the matter before reaching an agreement. 

The next question: is there any possibility of reducing the number of offices? Or is it a policy to utilize the 
current space for the increase of personnel? 

We are not currently considering reducing the number of offices. There is a possibility that the pace of office 
floor expansion will decline due to the possibility of utilization of remote work, including work-style reform. 
However, we are still considering this issue. At this point, we have not made any decisions on the reduction. 

Therefore, at the present time, we are thinking about whether or not we will utilize the current space to 
increase personnel in this way. 

The next question is, please tell us about the sales forecasts for each segment that has started at this time. 

Ishikawa: In addition to the impact of the spread of the coronavirus mentioned on page 15, we will proceed 
in a manner that does not deviate too much from this plan. 

In the Analytics Business, there are some cases where direct damage has been caused to sales, so I think the 
challenge for the current fiscal year is to what point that decline can be covered up. 

In that sense, in our earnings forecasts, when sales reach the bottom line, there is no growth in sales in the 
Analytics Business or it becomes close to negative, so we can't expand the Solution Business much. 

On the other hand, in the Marketing Platform Business, there is no negative impact from the coronavirus, so 
we will be able to exceed the growth rate up to last year of about 10%, or more than 10%, and perhaps exceed 
that. Even at the bottom line, the Marketing Platform Business does not become significantly negative, but 
other businesses, analytics and solutions could become slightly negative. The higher the bottom line, the less 
explicit the answer is to both questions. 

If we are able to increase sales in the Analytics and Solutions segments, we expect sales to be large and may 
exceed our forecasts. 

That's why, as a hard figure, the Marketing Platform Business may grow at the same pace as before, or even 
slightly less than it had been, but it will grow by about 10%. Other areas may see a slight reduction. In the 
mid-range scenario, I think the Analytics Business will make up for the decline in sales. 
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Kusano: The next question looks a little further ahead. Some say that the world will change greatly after the 
coronavirus. What kind of situation would be positive for your Company, and what kind of situation would 
likely be negative? 

I think it depends on what kind of world it will be, but basically, the major trend is remote activities. I believe 
that social management using digital technology will continue to advance. Various points of contact with 
customers become software, making it easier to accumulate data. Alternatively, if it happens that onsite 
circumstances are ascertained via sensors, including the IoT, the amount of accumulated data will basically 
increase, so I think that the need to utilize this will also increase. 

In terms of basic trends, we have society in the middle of the spread of the coronavirus and society after it 
has ended, but in the sense that data utilization will advance, we recognize that it will not be a huge tailwind 
for us. We didn't particularly anticipate a situation that would be negative. Is there something? 

Ishikawa: I think there is a possibility that the use of data will become a tremendous tool, or that cloud 
vendors will emerge and provide services that will not require our human services at all. But technology is not 
very suited to such a direction. 

The idea of our management team is that human services are needed for the time being, even after the 
coronavirus, as is the use of various tools in our Product Business that are not mainstream. 

Kusano: I would like to add that I have been in this business for 15 or 16 years, and I believe that our client 
companies basically have not secured enough human resources to make full use of IT. In the past, they 
entrusted the development and management of IT to people, businesses, and industries called system 
integrators, so it is difficult to utilize IT and data within the Company. As human resources and data become 
increasingly available, I believe that the value of human-intervened services will probably increase, so I think 
that we do not currently have a very negative scenario. 

We have answered all the questions, so I would like to finish now. Thank you very much. 

Fujimoto: Thank you all for taking part amid your busy schedules. 

Today, we will continue to take questions via one-on-one telephone conferences, so please feel free to 
contact the person in charge of IR. 

[END] 

______________ 
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