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Presentation 
Yabuta: My name is Yabuta, the president of the company. I would now like to 
explain our financial results for 1H of the fiscal year ending September 2024 and 
our forecast for the current fiscal year. In the latter part, we will also explain 
regarding “Action to Implement Management that is Conscious of Cost of Capital 
and Stock Price”. 

 

As you can see in the 1H results, net sales fell JPY6.7 billion YoY to JPY66.5 billion, 
ordinary income fell JPY400 million to JPY9.3 billion, and net income fell JPY300 
million to JPY6.2 billion, resulting in a decrease in both sales and income. 

By segment, TTC posted higher revenues and profits in real terms excluding 
outsourcing costs, while ITS posted lower revenues and profits due to the scaling 
back of large projects and upfront investments. I will explain the details later. 

Overall, progress was almost in line with plans, with orders received and order 
backlogs increasing YoY in both segments. 
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However, since we have set a higher target for 2H, the situation is even more 
challenging for us to achieve our full-year target, and we will work hard to achieve 
our goal. 

 

The graph shows the progress in 1H for the past three years. Both sales and 
ordinary income do not deviate significantly from past trends. 
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This is a consolidated statement of income for 1H. 
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This is a breakdown of the factors contributing to the change in ordinary income. 
Compared to JPY9.8 billion for the fiscal year ended September 2023, a real 
increase in revenue and improved profit margin of TTC in (a) added JPY1 billion, 
expenses due to the closing of unprofitable ITS projects in (b) added JPY200 million, 
and non-operating income such as equity method investment income in (c) added 
JPY100 million. 

On the other hand, there was a negative impact of JPY500 million on ITS revenue 
decline in (d). In addition, although this was an anticipated upfront investment from 
the beginning of the fiscal year, the increase in expenses, such as (e) strengthening 
of structure, resulted in a negative JPY1 billion. There was a negative impact of 
JPY300 million due to (f) internal system enhancements and architecture renewal. 
As a result, ordinary income decreased by JPY490 million to JPY9.3 billion. 
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Next are the performance by segment. 

First, TTC, which roughly corresponds to the performance of MSI itself, reported a 
decrease in net sales and an increase in ordinary income, which are of JPY30.4 
billion and JPY6.2 billion respectively. 

Excluding the JPY6.8 billion decrease in outsourcing and other expenses, sales 
would have increased by JPY1 billion in real terms. Growth in government cloud 
computing, telecommunications and broadcasting-related systems for the public 
sector, and in energy, telecommunications, and transportation systems for the 
private sector, offset higher costs, including upfront investments for future growth, 
resulting in an increase in income. 

Orders received increased by JPY1.2 billion from the same period last year, and the 
order backlog increased by JPY200 million from the same period last year. These 
were due to the acquisition of orders for analog regulatory reforms for the public 
sector and transportation and energy-related projects for the private sector. 
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Next is about IT Services, ITS. These results are generally of the Mitsubishi 
Research Institute DCS Group. Net sales and ordinary income decreased by JPY36.1 
billion and JPY3.1 billion, respectively. 

Although general industry partially offset the contraction of large system projects 
in the finance and credit card sectors, it was not enough to make up for it. 

Orders received were up JPY600 million YoY and order backlogs were up JPY1.6 
billion YoY, with a steady accumulation of projects. 
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Next is about sales by clientʼs industry. General industry, at the top of the graph, 
increased 9.7% due to growth in the energy and transportation sectors, among 
others. The bottom line for the public sector is about positive 3% in real terms when 
excluding JPY6.8 billion in outflows such as outsourcing costs. Projects related to 
telecommunications, broadcasting, and government cloud increased. 

On the other hand, finance and cards, which is in the middle, was negative 6.9%, 
mainly due to the reduction of large system projects. 
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These are segment sales broken down by clientʼs industry. 
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This is a semiannual progress report on the three business axes newly established 
in this medium-term business plan. All three projects, social and public innovation, 
digital innovation, and financial system innovation have made progress of more 
than 50%. 

Of these, digital innovation, which is expected to grow at the highest rate, showed 
a double-digit increase of 10% YoY, showing progress in line with the direction 
targeted in the medium-term plan. 

The three areas of particular focus in this medium-term plan are GX, HX, and DX, 
green transformation, human transformation, and digital transformation. 
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Specific examples are provided for each. 

First, we are working on the GX field. Social and public innovation, or MRI, is the 
focus of our business development. 

In this medium-term plan, we aim to grow approximately JPY8.5 billion, or 12% 
per year, in FY2026 by strengthening our business in the Middle East and our 
services and solutions business, in addition to our original strengths in the power 
business and research and consulting services related to decarbonization strategies. 

It is clear from the situation in the US and Europe, which are leading the way, that 
businesses related to demand price forecasting and the optimal operation of energy 
resources will flourish as the liberalization and diversification of electric power 
continues. We will continue to expand our service lineup for the next mid-term plan 
and aim for further growth. 

Two of our launched solution services, MPX and MERSOL, will be discussed later in 
the topics section. 
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Next is an example of initiatives in the HX area. You may already have used 
“miraicompass” for your child's entrance exam, but this is an admissions-related 
service offered by DCS, including online application. The service was launched in 
2015 and has already been introduced in more than 1,700 schools, with a 70% 
share of the national market. 

In this medium-term plan, we aim to achieve further growth by using this high 
market share as a backdrop to develop a one-stop service that integrates donation 
and school fee collection services other than entrance examinations, as well as 
teaching management and school liaison functions. 
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Finally, here are some examples of efforts in the DX area. We recognized the 
potential of generative AI early on and used it in-house to gather information and 
create reports, and we have also used such experience to develop and provide 
services for the public and private sectors. This business is a business field that 
spans MRI and DCS, and the two companies are working in unison to promote the 
business. 

The first product is “Robolisa”, which was launched last April. The tool automates 
information collection and report generation and features the ability to detect 
misinformation. Since the launch of the service, the number of installations, 
including both public and private enterprises, has reached double digits, and sales 
are expected to reach a little less than JPY100 million this fiscal year. 

We will sequentially release a series of AI services under the “Rarasapo” product 
concept to innovate knowledge work and client contact points based on knowledge 
and experience, as shown in the figure on the right. 
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The business portfolio of our group and an image of the scale of our business in the 
current medium-term business plan are shown. 
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This is the sum of these 1H sales and the order backlog that will be booked as sales 
during FY24/9. As shown in the bar graph on the right, the combined total is 
JPY102.0 billion, which is already 87% of the full-year sales forecast. Since it was 
88% in the same period of the previous year, progress is almost at the same level 
as the same period of the previous year. 

However, the amount of orders required for 2H is approximately JPY16 billion, up 
from JPY15 billion last year. We will continue to respond firmly. 
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Next is our forecast for the fiscal year ending September 2024. Based on the 1H 
results explained above, there are no changes to the full-year forecast. 
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The annual dividend forecast is JPY160 per share and the dividend payout ratio is 
40%, both of which have been unchanged from the initial policy. 
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We will continue with an explanation of our “Action to Implement Management that 
is Conscious of Cost of Capital and Stock Price”. This medium-term plan was 
formulated after careful consideration of the cost of capital and other factors, and 
then targets were set and disclosed. In light of the recent request from the TSE, we 
have disclosed the information again in a revised manner. 

First is the assessment of the current situation. Based on the CAPM, we recognize 
that our cost of capital is generally around 7%. However, through dialogue with 
investors, we estimate that the cost of capital required by the stock market is 
around 9%. 

Currently, the group's ROE is 9.8% for the fiscal year ended September 2023, 
exceeding these figures. However, we recognize that there is still room for 
improvement compared to the level of other companies in our industry, and we 
have set a financial target of ROE of 12% for the Medium-Term Management Plan 
2026. 
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Specific initiatives, as announced in this medium-term plan, are to improve the 
profit margin by promoting selection and concentration, improving the project mix, 
and expanding and nurturing service-type businesses. The company plans to 
strengthen its efforts in the business axes of think tanks, social and public services, 
digital, and finance, and has identified GX, DX, and HX as strategic areas. 

In addition, we will promote a wide range of initiatives, including expansion of 
human capital, promotion of digital transformation of think tanks utilizing new 
technologies such as AI, introduction of an executive compensation system linked 
to the mid-term business plan targets, which I will explain later, and further 
expansion of dialogue with investors. 

 

The following is a reference of our group's ROE and PBR for your reference in 
understanding our current situation. 
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We present measures of ROE broken down into three components: consolidated 
net margin, total asset turnover, and financial leverage. 

Mainly, we will work to raise the consolidated net profit margin from 5.1% to around 
7% in the fiscal year ended September 2023, in order to achieve our mid-term 
target of 12%. 
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This is to explain the executive compensation system. As an element of executive 
compensation, the achievement of the mid-term plan is included in the long-term 
incentive. 

MRI and DCS, the two core companies of the group, have shared a common set of 
long-term incentives at the start of the Medium-Term Management Plan 2026. 
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This section summarizes our dialogue with shareholders and investors. We will 
further expand opportunities for dialogue with shareholders, investors and analysts, 
and reflect their views in our management in order to achieve sustainable growth 
and enhance the corporate value of our group. Thank you for your continued 
support. 
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Finally, we will discuss topics. This is a detailed explanation of the specific examples 
of GX's efforts that I have just described. MPX on page 27 and MERSOL on page 28. 

MPX was one of the first to enter this growing market, and over the past five years, 
sales have tripled, and the company has already spun off and is making a 
contribution to the main company's performance. 
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In conjunction with the launch of this new phase of service, MERSOL has begun 
joint operations with Daiwa Energy Co., Ltd., utilizing storage batteries newly 
installed at its solar power plant in Chiba. 

All of these services are based on our long-standing knowledge and accumulation 
of experience and are growing steadily as we provide services that capture the 
market's transformation and growth potential. Please refer to it later. 

From page 29 onward, we introduce the initiatives of the company and the group 
released during this period, by major business segment of the medium-term 
business plan. 



 
 

24 
 



 
 

25 
 

 

This concludes my presentation. 
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Question & Answer 

A: I think the apparent decrease in revenue and profit is due to the think 
tank projects in TTC that used a lot of outsourcing. Am I correct in 
understanding that the current figures are not a downgrade from the 
company's assumptions for 1H? 

Answer 1: The main reason for the decrease in sales is the result of the mix of 
projects, i.e., the loss of the think tank projects for which a large amount 
of outsourcing was used, and the increase in projects with low outsourcing 
ratios, meaning high profit margins for us. 

Externally, although we have not announced the assumptions for the half-
year plan, we have made almost full online progress against the plan in 
terms of both sales and earnings. However, we still have quite high targets 
for 2H. We need to increase the number of orders, so we are working on 
this. 

As for ITS, large projects have peaked out a little compared to the previous 
year. This has had the effect of slightly decreasing sales, but in addition, 
costs have increased due to up-front investments. This factor is the main 
reason for the current decrease in profits. 

We intend to execute our business firmly in 2H and achieve our annual plan. 

B: This fiscal year, the strengthening of the organization and internal systems 
has been factored in, and expenses have been recorded in 1H, but is the 
progress on schedule? 

Answer 1: As you mentioned, we have included expenses to strengthen the 
system or internal systems in 1H. Some of the work is in progress, and 
some has been pushed back a little, but overall, I think it is safe to say 
that progress is almost in line with the plan. 

B: In your explanation of TTC's sales growth, you mentioned government 
cloud projects. How exactly is the company involved in government cloud 
and does it expect to continue receiving project orders in the future? 
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Answer 1: Basically, we are aware that this is an upstream project, which includes 
system design related to the government cloud that we have been 
commissioned by government agencies. 

We continue to recognize that the promotion of this government cloud is a 
very important measure in terms of promoting the digitization of 
government-related organizations by the national and local governments 
as a whole. We would like to continue to assist in various ways to expand 
our business and contribute to the promotion of digitalization on the 
government side. 

Answer 2: We have been supporting a wide range of government cloud projects 
in the past, including government digital common infrastructure. This one 
has been handled with multiple projects by our company, from the 
infrastructure part such as the government cloud to the application part 
that is close to the users. 

Our current aim is to set up a system configuration from the design of a 
large system to its development, in addition to the stage of drawing and 
designing a large concept, which we describe as the upstream stage. Our 
current policy is to move down from the upstream, which has always been 
our strength, to the actual configuration process. 

B: ITS's profit progress in 1H looks strong, but will profits decline as much 
as planned from 1H to 2H? If so, please tell us about its factors. 

Answer 3: The last fiscal year was the best ever for DCS in the ITS segment. On 
the contrary, there was a decrease in both sales and profits compared to 
the previous fiscal year. In that sense, I think you may have seen that the 
backlash of profits in 1H was not as steep as it could have been.  

In 2H, some sales and orders have been delayed from 1H, so in this sense, 
we would like to proceed with a firm start-up in 2H. However, we will not 
only make upfront investments in 1H but will continue to make some 
investments in 2H and beyond. We would like to proceed firmly in 
accordance with the plan. 
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Answer 1: This includes not only ITS but also TTC, but there will be a pay raise 
this April. Our industry, the consulting industry, and the IT services 
industry are also in great need of human resources. Securing manpower, 
especially highly capable personnel, is a very important point in our 
strategy. Therefore, in this spring labor offensive, we have proposed and 
concluded a wage increase that exceeds the general level. 

This area will be a factor in the rise in overall costs in the form of higher 
labor costs in 2H, which will put pressure on earnings. Therefore, we 
believe that one of the key points for future promotion will be how to 
transfer this area to prices and sales. 

This is not limited to our industry, but since Japan as a whole has been in 
a state of deflation for 20 or 30 years, it is necessary to change our behavior 
from lowering prices, which has been ingrained in our bodies, to raise sales 
prices, to raising prices. Therefore, we are taking steps to ensure that our 
employees are compensated by our clients for the value they provide. 

B: You mentioned that the scale of the digital innovation business grew 10% 
in the business set in the mid-term plan, what kind of services grew in 
this 1H? 

Answer 1: This digital innovation business includes what is called management 
consulting for the private sector and so-called DX consulting. Both of these 
are tasks that MRI plays a central role in. 

In this digital innovation area, we will connect the value chain from digital 
consulting to system implementation. This will ultimately be the business 
of ITS, having DCS at the center. 

In addition to this, there is AI big data analysis, which I mentioned about 
DX. We intend to promote this area as a new business field in this medium-
term business plan in cooperation with MRI and DCS. 

Another very large business is the service-type business related to 
education and human resources. The “miraicompass” I mentioned earlier 
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is this business. It is not a labor-intensive business, but a service-type (or, 
recurring-type) business. This is the business we are developing with DCS. 

These areas are the main parts of this business, but in 1H of this fiscal year, 
management consulting or DX consulting has grown particularly within MRI. 
In terms of industry, we have received orders from companies in the 
electric power, transportation, and logistics industries for consulting 
services related to management and DX strategies, which have resulted in 
sales. 

The other is a service-oriented business related to education and human 
resources that we are developing within DCS. Both “miraicompass” and 
“PROSRV”, which is a payroll calculation outsourcing service for companies, 
have had a good start in 1H of this fiscal year. These are the main areas of 
business that grew in 1H. 

A: Looking at IT services, the operating margin for 2Q only appears to be 
declining. Can you give us some background on this? Am I correct in 
assuming that the IT services are not affected by the depreciation of the 
yen or other exchange rate fluctuations? 

Answer 1: Our IT services business is mostly, if not exclusively, domestic, and we 
rarely procure various materials or services from overseas. Therefore, I 
think it is safe to assume that there is little direct impact from the 
depreciation of the yen. 

Answer 3: When talking about 2Q only, the operating profit margin has a 
significant overall impact on the revenue decline. 

This includes DCS, which makes up the ITS segment, as well as its group 
companies. In addition, we are now strengthening internal system 
development in some areas, and we recognize that the overall profit margin 
has decreased in these areas. 

Answer 1: Rather than a trend, I think it is fair to say that in this 1H, the profit 
margin declined due to temporary factors. 

A: How is the recruitment progress? 



 
 

30 
 

Answer 1: We believe that securing human resources is a very important point for 
both ITS and TTC to proceed with their business strategies. We plan to 
increase the total number of employees of both companies by 500 on a 
net increase basis over the three-year period of this medium-term plan. 

Currently, the group as a whole has more than 4,000 employees, and we 
plan to increase this number by more than 10% over the next three years. 
On a YoY basis, the net increase is roughly 100 to 150 people. Thanks to 
this, we recognize that the recruitment is progressing almost as planned. 

For this spring, on April 2024, both MRI and DCS are planning for a YoY 
increase in the number of new graduates, and we are in the process of 
training new employees right now, with the number of new hires almost 
exactly as planned. 

In addition, we are also in the process of narrowing down our career 
recruitment focus to a few areas of need, with the help of so-called 
recruitment consulting firms and others. It is quite a struggle for human 
resources in some fields. Although there are personnel difficulties, when 
viewed as a whole, recruitment of carriers is progressing almost in line with 
plans. 

On the other hand, there has been much greater mobility of human 
resources. While carefully listening to the wishes of the individual, we also 
take various personnel measures to ensure that they are well motivated to 
work. 

Both companies are trying to expand the scope of their businesses into new 
and emerging business areas while firmly strengthening their existing 
businesses. So, we still have shortages in manpower given such a situation. 
In addition to recruiting at the company itself, we are working to secure 
human resources while broadening our options to include strengthening 
cooperation with partner companies and utilizing near-shore and off-shore 
resources. 

[END] 
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