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Presentation 

 

Yamazaki: It is time to commence the briefing session. 

Thank you very much for joining the financial results briefing for the fiscal year ended May 2022 of TSURUHA 
HOLDINGS INC. 

First, I would like to introduce today’s speakers. 

Jun Tsuruha, President and Representative Director. 

Tsuruha: I am Tsuruha. Thank you. 

Yamazaki: Makoto Murakami, Executive Officer and Chief Administrative Officer. 

Murakami: This is Murakami. Thank you. 

Yamazaki: Hideki Tatsumi, Investor Relations Group Manager. 

Tatsumi: I am Tatsumi. Thank you. 

Yamazaki: I would now like to provide a brief overview of today's materials and proceeding. Financial results 
presentation materials and other materials have been provided at your seat for those in the venue. For those 
attending via Zoom, we will share the briefing materials on screen, but they will also be available for download 
from our website. We hope that you will check it as well.  

As for today's proceedings, Murakami will first give an overview of the financial results, followed by an 
explanation of the medium-term management plan by Tsuruha, and a question-and-answer session after that. 
The meeting is scheduled to end at 16:30. 

Now, let us move on to the explanation. Please go ahead. 
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Murakami: I will now provide an overview of our financial results for the fiscal year ended May 2022. Thank 
you. 

First, let me give you an overview of the financial results. Please see page three of the material. 

With net sales of JPY915.7 billion and operating income of JPY40.5 billion, the results were very challenging, 
with sales increased and profits decreased under the old accounting standards and both sales and profits 
decreased under the new accounting standards. 

In terms of business conditions, sales declined due to a rebound in COVID-19 related products from the 
previous year, delay of an expected recovery in cosmetics and OTC drugs, as well as lower existing store sales 
and number of customers than in the previous year. 

With regard to gross profit, the gross profit margin improved by 0.6 percentage points due to growth in the 
dispensing business and expansion of private brand products, despite write-offs of disinfectant gel and other 
COVID-19-related products in the fourth quarter. 

SG&A expenses were almost in line with our initial forecast, but we were unable to control SG&A expenses 
enough to offset the decline in sales and gross profit. 

As a special note, electricity prices showed a high growth compared to last year due to the global energy price 
hikes from the second half of the year. 
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Next are the main initiatives of the previous fiscal year. On page four. 

There are promotions of digital strategy, expansion of private brand development, pursuit of convenience in 
physical stores, promotion of dispensing business strategy, and promotion of sustainability. The results are as 
stated. I will not go into details as President Tsuruha will explain them later in the mid-term plan part. 
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Please see page five. This is a comparison of consolidated results with the plan. 

Sales was 95.8% of plan. The main reason was that existing stores fell short of the plan due to a decline in the 
number of customers. 

Gross profit was 94.8% of plan. In addition to the factors due to the decrease in sales, another factor was the 
impact of inventory write-downs of COVID19-related products. 

SG&A expenses was 98.1% of plan. Personnel and other expenses came in under budget, but utility expenses 
increased more than planned. 
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This is a comparison of consolidated results with the previous year. It is on page six. 

As for the YoY comparison, the change in accounting standards for this fiscal year resulted in a difference of 
JPY26.3 billion in net sales, JPY6.6 billion in gross profit, and JPY6.7 billion in SG&A expenses compared with 
the previous accounting standards. 
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For a detailed breakdown, please refer to page seven. 
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Next are the quarterly results. Please see page 10. 

Since Drug Eleven was irregularly consolidated in the previous fiscal year, we will explain the quarterly trends 
of the six existing operating companies excluding Drug Eleven. 

As you can see, we had planned at the beginning of the fiscal year for operating income in the second half to 
be higher than in the first half, but we fell short due to sluggish sales. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
9 

 

 

Next, please turn to page 11. Next is a comparison of SG&A expenses with the previous year. 

First, personnel expenses were 104.7% of the previous year's level, which was also lower than the internal 
plan. 

Sales promotion expenses were 69.7% of the previous year's level, but this was mainly due to a change in 
accounting standards. Excluding points, so-called sales promotion expenses, such as flyers and TV 
commercials, were slightly lower than the previous year. 

Other expenses were 113% of the previous year's level. The main factors were a 120% YoY increase in utilities 
costs, or approximately JPY1.8 billion in value, as well as growth in cashless fees and depreciation and 
amortization. 
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Moving onto the performance by company. Please see page 12. 

The performance of each company varies depending on the category ratio, suburban or urban location, and 
the number of new stores opened. In the previous fiscal year, the performance of TSURUHA CO., LTD. was 
particularly sluggish. 
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Moving onto the 13-month existing store sales trend. Please turn to page 14. 

Although we had planned at the beginning of the fiscal year for a 2.3% increase for the full year, we did not 
see the expected recovery in the second half of the fiscal year, resulting in a decrease of 1%. 
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Please see page 15. This is the sales analysis. 

The number of customers was declined by 4%, sales per customer increased by 3.1%, unit price per products 
increased by 2%, and the number of items purchased increased by 1%. The decline in the number of customers 
was the main reason for the 13-month existing store slump. 
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Please see page 16. This is the status of store openings, closings, and sales by company. 

First, with regard to store openings, the result was 159 stores compared to the planned 158 stores. The 
number of store closures was 57 compared to the planned 48. As a result, the net increase was 102 stores 
compared to the planned 110 stores. About half of the closures are scrap-and-build, and the remainder are 
closures of underperforming stores. 

In addition, 94 dispensing pharmacies were opened, and 241 existing pharmacies were renovated. 

The right-hand side shows comparable store sales by operating company, with Tsuruha, Kusurinofukutaro Co., 
Ltd., and B&D Co., Ltd. reporting YoY declines. 
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Please see page 17. Next is the status of store openings, closings, and sales by region. 

By region, we aggressively opened new stores in Tohoku and Kanto Koshinetsu. 

As for sales at existing stores, the result was a high in the west and a low in the east. 
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Now, this is the performance by products. Please see page 19. 

First, in the area of dispensing, sales were 110.8% of the previous year's level due to a rebound from the 
previous year's curtailment of consultations, an increase in the number of pharmacies, and other factors. 
Gross profit margin was also affected by NHI price reductions, but was 38.6%, down 0.3% YoY. 

OTC sales were 99.9% of the previous year's level due to sluggish sales of common cold remedies and other 
products. Gross profit margin improved by 0.6% YoY due to increased demand for antipyretic analgesics. 

As for cosmetics, there has been a gradual recovery mainly in general cosmetics, but sales of price-maintained 
products have continued to be sluggish. 

For miscellaneous daily necessities, growth slowed due to a lull in demand from COVID-19. As for gross profit, 
excluding the inventory write-down of COVID-19 related products, gross profit improved by about 0.8% in real 
terms. 

Food products continued to perform well, with sales at 107.1% of the previous year's level and gross profit on 
an improving trend. 

In Other products, sales of masks, etc. declined, resulting in sales of 97.5% of the previous year's level. 
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Next are the results of private brands. Please see page 21. 

The number of Kurashi Rhythm series SKUs was 890 SKUs compared to the planned figure of 850 SKUs, and 
sales of all private brands were JPY75.4 billion compared to the plan and target of JPY70 billion, with 9.1% of 
total sales. 

The number of SKUs of private brands by product group is as shown. 

This concludes our summary of results for the fiscal year ended May 2022. 
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Next, I will explain our outlook for the fiscal year ending May 2023. 

Please see page 23. 

We plan net sales of JPY968.8 billion, 105.8% of the previous year's level; operating income of JPY42.7 billion, 
105.3% of the previous year's level, and net income of JPY22.6 billion, 105.9% of the previous year's level. 

The breakdown for the first and second half of the year is as stated. 
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Moving onto the plan for store openings and closings. 

We plan to open 151 new stores and close 70 stores, for a net increase of 81 stores, for a total of 2,603 stores 
at the end of the fiscal year. 

The breakdown of regions and operating companies is as shown. Please refer to them. 
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Finally, here are the main initiatives for this fiscal year. 

President Tsuruha will explain the details of the five items. 

This concludes my explanation. Thank you very much. 

Yamazaki: Next, Tsuruha will explain about the new medium-term management plan of TSURUHA HOLDINGS 
INC. Please go ahead. 
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Tsuruha: Now, I, Tsuruha, will explain the new medium-term management plan of TSURUHA HOLDINGS. 
Thank you. 

First, we will review the previous medium-term management plan. Please see page two. 

Our goals for the fiscal year ending May 2024 are sales of JPY1 trillion and 3,000 stores. As this plan started in 
the fiscal year ended May 2019, results as of the end of the fiscal year ended May 2018 are shown in the lower 
left-hand corner. 

At this stage, we expect to achieve sales of JPY1 trillion in the fiscal year ending May 2024, as described, and 
to end with about 300 fewer stores. 
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Please see page three. This is a summary of the focus topic achievements and challenges. 

As our main achievements to date, we have opened stores in 40 prefectures, and we have the number one 
market share in 11 prefectures. 

Kurashi Rhythm, a PB product, was introduced to all Group companies. As the scale of our business expands, 
so does our buying power. 

Challenges include the promotion of the dispensing business, DX promotion, as well as improving the accuracy 
of store openings in response to future population decline and excess store openings. 
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Please see page four. 

We expect to reach the sales target of JPY1 trillion for the fiscal year ending May 2024 in our current medium-
term management plan. However, in view of the current situation of declining profitability due to rapid 
changes in market conditions, we have formulated the next plan as a new medium-term management plan to 
solidify our foothold in the market. 

In this new medium-term management plan, we will place the highest priority on improving profitability. We 
have positioned the three-year period as the period in which we will ensure to complete our plan to achieve 
sales of JPY1.06 trillion and an operating margin of at least 5% in the fiscal year ending May 2025. The three-
year period will be used to build a leaner corporate structure. 

We have positioned the subsequent four years from the fiscal year ending May 2026 as a phase of re-growth, 
aiming to achieve net sales of JPY1.5 trillion and an operating margin of 6% by the fiscal year ending May 2029. 
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I will now explain the contents of the new medium-term management plan. 

Please see page six. This is the recognition of the external environment. 

Lifestyles are rapidly changing due to the COVID-19 and peripheral industries are becoming more oligopolistic. 

 

Next, please turn to page 7. This section describes the factors that contributed to the deterioration of earnings 
in the previous fiscal year and the measures taken to address them. 
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We will review our store opening strategy, respond consumer needs with more speed, expand PB products, 
and promote DX and dispensing business. 

 

Please see page eight. 

In order to realize the management philosophy of the Tsuruha Group, "Provide affluence and leeway in the 
lives of our customers," we aim to become Japan's number one drug chain that contributes to local 
communities by playing a role as a lifestyle infrastructure and lifeline for local customers. 
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Please refer to page nine. This is the positioning of the new medium-term management plan.  

As for sales target of JPY1 trillion for the fiscal year ending May 2024, at the time of the year before last, we 
thought that we would achieve this goal in the fiscal year ending May 2023, one year ahead of the plan. 
However, to reiterate, we were unable to fully respond to the rapid changes in the external environment, and 
our performance deteriorated in the previous fiscal year. 

Accordingly, the target of JPY1 trillion in net sales for the fiscal year ending May 2024 is now expected to be 
achieved as planned initially, rather than a year ahead. Including this assumption, our new medium-term 
management plan was formulated for three years to the fiscal year ending May 2025.  

Given the deteriorating performance in the previous fiscal year and the uncertain outlook for the external 
environment, we have decided that a transformation to a lean corporate structure and the establishment of 
a framework for the next major growth will contribute to our future development. 

Therefore, we have positioned the three-year period through May 2025 as a phase for improving profitability 
and solidifying our foothold. Thereafter, we will position the period to the fiscal year ending May 2029, in 
which we will achieve sales of JPY1.5 trillion and operating income of 6%, as the re-growth phase. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
26 

 

 

Please see page 10. This is the management plan for the fiscal year ending May 2025. 

We will target net sales of JPY1.06 trillion, operating income margin of 5%, 2,750 stores, PB product sales ratio 
of 12%, dispensing sales of JPY140 billion, and ROE of 10% or more. 

 

Please see page 11. These are key strategies. 

We have listed five strategies: store strategy, dispensing strategy, PB strategy, DX strategy, and finance 
strategy. Each is explained on the following pages. 
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Please refer to page 12. The first priority strategy is the store strategy. 

We will continue to strengthen the dominant position in existing areas. The trade area population will be 
7,000, and we will create stores in a small trade area format to accommodate this population. We will increase 
our market share by increasing new product line-up to increase the purpose and frequency of vising stores of 
customers. We will also expand the sales floor area of suburban stores. 

In addition, we will accelerate the opening of stores with dispensing pharmacies. This will mainly be built in 
existing stores. Many existing stores are already in the process of securing dispensing space. Currently, the 
number of dispensing stores accounts for 30% of the total, and we aim to achieve 42% by the fiscal year ending 
May 2025, three years from now. 
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Please see page 13. 

Our policy regarding the opening of new stores over the next three years is to slightly reduce the pace of new 
store openings and increase the accuracy of store openings. The slowdown in the start-up of new stores due 
to the effect of excess stores, combined with the external environment's impact on rising construction costs 
and energy costs, will reduce the pace of store openings. We will aggressively pursue Scrap-and-build. 

In order to improve the accuracy of store openings, we will review the criteria for store openings, KPI's, and 
evaluation items for store development members.  
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Please turn to page 14. The second priority strategy is the dispensing strategy. 

In the dispensing business, we aim to achieve sales of JPY140 billion in the fiscal year ending May 2025. 
Accordingly, the number of dispensing stores is expected to increase to 1,170. 

Page 14 describes the external environment in the dispensing business and our efforts to address it. We will 
pursue improved convenience by promoting so-called DX, shift pharmacists to interpersonal services, and 
improve the calculation of additional fees. 

In addition, as a cost control measure, we will introduce a new drug history system, etc. to improve the 
efficiency of pharmacists' work. 
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Next, please see page 15. 

As part of our dispensing strategies, we will collaborate with consumers and aim to contribute to the spread 
of self-care. 

We would like to provide total support, not just to those who are so-called sick, but to those who are healthy 
as well. In particular, since many of our pharmacies are co-located with drugstores compared to specialty 
stores, we would like to create value by working as one. 
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Please refer to page 16. 

We will increase specialization and convenience by linking data with various fields, centering on the electronic 
drug history handbook that are already introduced. 

 

Please see page 17. 
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Taking into account future deregulation, we will establish a scheme to increase the number of patient contact 
points in response to the diversification of ways to receive prescriptions and prescription drugs, as well as 
medication guidance and counseling. 

 

Next, on page 18, the third key strategy, PB products. 

We target a PB sales composition ratio of 12% for the fiscal year ending May 2025. As a result, PB sales are 
expected to increase to approximately 1.5 times current sales. The number of SKUs will grow from 3,032 to 
about 4,050. 

To strengthen PB development, we will review our organizational structure, jointly develop products with 
major manufacturers, accelerate food PB development, develop health-conscious and value-added products, 
as well as develop environmentally friendly products and change to environmentally friendly packaging. 
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Please see page 19. The fourth priority strategy is the DX strategy. 

The Tsuruha Group has 44.1 million customer contacts, both digital and analog. Of those 13.5 million active 
point card members, 3.9 million are digital members. 

 

Please see page 20. 
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We will continue to deepen our digital marketing efforts to increase the number of these digital app members. 
In the fiscal year ending May 2025, we aim to increase the annual purchase amount per digital member by 
10% from the current level. In addition, the goal is to have 50% of active members be digital members. 

In addition, as part of our retail media strategy and advertising business initiatives, we would like to create 
value by having stores function as information transmitters and advertising media themselves, taking 
advantage of the number of our stores. 

 

Please see page 21. 

We plan to invest more than JPY10 billion over the next three years in IT infrastructure to support these DX 
strategies. These will be done to strengthen the IT infrastructure for the next 10 years. 
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Please turn to page 22. 

As part of our efforts to expand business areas, in our overseas strategy, we plan to expand the scale of our 
business in Thailand, where we have already opened stores, and we also plan to open stores in countries in 
the ASEAN region other than Thailand. 

To strengthen EC, we aim to expand the scale of sales to three times the current level. 

As for new businesses, we would like to start considering businesses that take advantage of the number of 
our stores. 
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Please see page 23. This is the establishment of a performance management system. 

We have created a performance management department this fiscal year and will work harder than ever to 
control selling expenses. 

 

From here, I would like to explain our financial policy and quantitative targets for our financial strategy. 

On page 25. 
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First, our basic policy is to maintain growth and expand profits in excess of the cost of capital. 

Specific financial KPIs are, for phase 1, sales of JPY1.06 trillion, operating margin of 5%, operating income of 
JPY53 billion, and ROE of 10% or higher. In Phase 2, we aim to achieve sales of JPY1.5 trillion, operating margin 
of 6%, operating income of JPY90 billion, and ROE of 12% or higher. 

 

Please see page 26. This is a chart, so I will omit it. 

 

Please turn to page 27. This is an explanation of cash allocation and capital allocation. 
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The period covered here is Phase I through the fiscal year ending May 2025. Our basic policy is to improve 
profitability and capital efficiency while maintaining investments for growth. 

We have calculated the specific figures you see based on our business plan and shareholder return policy, 
which we hope you will refer to. 

 

Please refer to page 28. 

Our basic shareholder return policy is to return profits to shareholders based on a dividend payout ratio of 
50% to 70%, with stable dividends as our basic policy. As disclosed in the financial result brief, the projected 
dividend payout ratio at the end of the current fiscal year is 50%. 
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Lastly, I would like to discuss the promotion of sustainable management. Please refer to page 30. 

This is the identification of the materiality of the Tsuruha Group, which we have already disclosed, so please 
refer it later.  

 

Please turn to page 31. These are the numerical targets for each materiality. It shows the current figures and 
the target for 2025 of the mid-term plan in the middle. 

On the far right, there are items that the government has set as targets for 2030, so they are listed accordingly. 
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Please refer to page 32. 

These are examples of ESG initiatives, including the introduction of solar power generation and the 
development of environmentally friendly products. 

 

Lastly, on page 33. This section describes the establishment of the corporate governance system. 
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In the previous fiscal year, we initiated the transition to a company with an Audit Committee, established the 
Nomination and Compensation Committee, and formulated the Risk Management Regulations. We will 
continue to respond to TCFD in the future. 

This concludes the explanation by Tsuruha on the new medium-term management plan of Tsuruha Holdings 
for the fiscal year ending May 2025. 

Thank you very much. 
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Question & Answer 

 

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

If you are present and have any questions, please raise your hand on the spot. Also, if you are joining us via 
Zoom, please do so by using raise-your-hand function. 

Does anyone have any questions? 

Questioner A [Q]: Thank you for your explanation. First, I am really happy to see your face after a long time. 
Thank you very much. I would like to ask you three questions. 

The first point is the usual question. I would like to confirm the figures for the operating profit margin by 
region for Tsuruha on a stand-alone basis. 

Secondly, I understand very well what you said in the mid-term plan about profitability for the next three 
years, but I was wondering if you could tell me what you expect for the growth of existing stores including the 
plan for this fiscal year. I think that the result for the fiscal year just ended was challenging with a large decline 
in existing stores for the first time in a long time. I would like to ask President Tsuruha once again to confirm 
his thinking on how he intends to firmly increase sales at existing stores. 

Finally, on the third point, I appreciate your explanation of the cash allocation part, but I think you are planning 
for a 50% dividend payout ratio, which is quite a jump. You may need to go that far in order to raise ROE, but 
I would like to know how the Company made the decision to raise the dividend payout ratio. Thank you. 

Yamazaki [A]: May I start with the first question? Thank you very much. 

First, let me start with TSURUHA CO., LTD.’s operating income by region. This figure is for stores that were in 
operation at the beginning of the period, excluding new stores. 

The fiscal year ended May 2021 is considered the previous fiscal year and May 2022 is considered the current 
fiscal year. Hokkaido, 8% in the previous year, 7.3% in the current year; Tohoku, 5.6% in the previous year, 
4.6% in the current year; Kanto Koshinetsu, 4.9% in the previous year, 3.4% in the current year; Chubu Kansai, 
negative 5.9% in the previous year, negative 4.8% in the current year. 

That is all for the first question. 

Tsuruha [A]: The second question will be answered by myself, Tsuruha. 

As for the plan for the existing stores, first for this fiscal year, we plan for 1.1% for 13-month existing stores. 
In the subsequent second and third year of medium-term plan, we plan to achieve approximately 1% growth 
in existing stores. 

It is very challenging to achieve these targets. Since the population is declining, it is important to maintain the 
number of customers. To do so, there are two key strategies. One is to increase the frequency of visits to our 
stores, and the other is to increase the purpose of shopping so that customers will come to stores of our group 
from stores in other industries.  
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To achieve this, the first step, though a recurring measure, is to increase the purpose of shopping by improving 
convenience. I feel that the Tsuruha Group should continue to expand product line-up for food as well as our 
unique store services going forward.  

In addition, since we are a drugstore that is focused on counseling, we will continue to work to attract local 
customers to visit our stores and to have them submit their prescriptions to our drugstores with dispensing 
pharmacies attached.  

That’s all. Third question will be explained by Murakami. 

Murakami [A]: Murakami will answer your question. 

Regarding your question about the dividend payout ratio, the president of the corporation explained that for 
the next three years, we will be working to improve profitability in order to move to the next stage of growth. 

On the other hand, in this fiscal year, capital efficiency unfortunately fell short of the minimum 10% we had 
previously expected. Since we have set a target of 10% ROE in three years, we have of course set our sights 
on improving the profitability of our core business and, financially, on returning profits to shareholders, 
including payout ratio this time. We have calculated our future cash flow quite rigorously and, based on the 
determination that there are no problems with our investment in growth and our financial base, we have 
announced the figures this time. 

That is all. 

Questioner A [Q]: Thank you very much. 

I am sorry to add one more point. I think you said that you will utilize interest-bearing debt for M&A for the 
time being. Could you tell me to what extent the effect of M&A is included in this medium-term plan or not? 
Qualitative answer is fine.  

Tsuruha [A]: Regarding the three years to 2025, our plan is based on the assumption of organic growth only. 
Of course, this is not to say that there are no M&As, but if we included them, we would be leaving out a great 
deal of uncertainty, even though we are really in the profit improvement phase. Therefore, the plan was 
formulated excluding M&A. 

However, as I explained today, Phase 2, or the next target by 2029, includes a little bit of assumption of M&A. 

That is all. 

Questioner A [M]: I understand very well. Thank you very much. 

Yamazaki [M]: Thank you very much. 

Do you have any other questions? 

Questioner B [Q]: I have two questions to President Tsuruha. 

Please give us your frank impression of the financial results, or rather, a summary of them. Also, I understand 
that you expect an increase in sales and profit for the next fiscal year. Could you give us your views on the 
outlook for the future business environment? These two points are my questions. 

Tsuruha [A]: Thank you for your question. 
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In summary of this financial result frankly, since our performance was largely off the plan, I feel very sorry for 
our stakeholders, who had high expectations for our performance. 

Up until the previous fiscal year, sales of sundries and foods have covered lower sales of pharmaceuticals and 
cosmetic, which has not seen the recovery. However, sales of sundries and food hit a lull, and there was 
nothing left to cover. Although the Dispensing business has been growing, we have not been able to fully 
cover our loss because our ratio of attached dispensing pharmacies is still low compared to other companies 
that have a high ratio. 

Naturally, there are many other reasons, such as poor growth of new stores, but the main reason is the decline 
in the number of customers. We understand that all drugstores are struggling this quarter with the number 
of customers, but the decline in the number of customers for our group in particular was a cause for great 
regret. 

Looking ahead, the future is uncertain, but costs have already risen sharply due to the soaring cost of 
electricity, etc. We will work to control costs and, at the same time, make efforts to meet the needs once daily 
life returns toward the recovery from the effect of COVD-19. We will not only focus on the recovery, but also 
on the products that we were able to sell as a result of new practices under COVID-19 pandemic. We will take 
advantage of these products and continue to make efforts in this fiscal year.  

That’s all. 

Yamazaki [M]: Thank you. 

Please go ahead. 

Questioner C [Q]: I have two questions about the medium-term plan. 

The first point is that recently, Welcia Yakkyoku Co., Ltd. has been strengthening their initiative with AEON 
Co., Ltd. In this medium-term plan, there was no particular mention of AEON, but how do you want to distance 
yourself from AEON in the future? For example, will there be a plan to sell fresh foods from AEON like Welcia 
does, or sell prepared foods from Origin Co., Ltd.? I would appreciate if you could share your view on this. 

One more point. You mentioned that you will slow down the pace of store openings in order to take care of 
profitability. This reminds me of Sundrug Co., Ltd. They have been focusing on profitability for a long time, 
but I think they are increasing the pace of new store openings because they need to move into the expansion 
phase. 

For example, Sugi Holdings Co., Ltd. is in the process of renovating their stores and expanding even at the 
expense of profitability. Amid this trend, is it really necessary to slow down the pace of store openings? To go 
a bit further, has the store network been disrupted to that extent? Please tell me the current situation. Thank 
you. 

Tsuruha [A]: Thank you. Tsuruha will answer your questions. 

Our relationship with AEON has been that we have placed Topvalu products and Hapycom products in our 
stores since the beginning, and we are currently selling those products as well. There are no talks at this time 
about initiatives regarding fresh food or food products. 

Second, regarding the pace of new store openings, we usually open 150 to 160 stores. We opened many stores 
in previous fiscal year in particular. This fiscal year, we will open about 150 stores and plan to slow down the 
pace to about 120 stores in next fiscal year.  
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Therefore, there will not be an extreme decrease. However, as I mentioned earlier, construction costs are 
going up and also, we need to avoid opening stores excessively. Therefore, we are in the environment where 
we have to be cautious about opening new stores and expanding the top line. Based on this, we would like to 
take this phase as a phase to improve our accuracy of store opening a little. However, this does not mean that 
we will stop opening new stores. Basically, we would like to revitalize existing stores by focusing on scrap-
and-build. 

Questioner C [Q]: I understand. 

You mentioned about Topvalu and Hapycom in the first point earlier and said that the timing was such that 
the Company has recently started to focus on its own private brands. Furthermore, I believe your company 
could sell its own PB products in a higher price range if it would also take advantage of counseling and other 
features. 

In that case, I think that Topvalu or Hapycom, for example, would not be a good fit. How should we think 
about how to work with Aeon on PB in this area in the future? 

Tsuruha [A]: We will respond with an appropriate assortment of products based on the reaction of our 
customers there. 

Questioner C [M]: I understand. Thank you very much. 

Yamazaki [M]: Thank you very much. 

Does anyone have any other questions? 

Questioner D [Q]: I would like to ask President Tsuruha. 

In the medium-term management plan, the number of stores and sales were previously stated, but in the new 
plan this time, rather than the number of stores, the operating margin of 5% in the fiscal year ending May 
2015, and 6% in the next phase were mentioned. I would like to ask you why you have placed the operating 
margin at 5% in the fiscal year ending May 2015 and 6% beyond that, as well as your intention to include the 
operating margin in the plan in the first place in this mid-term plan. 

Just one more point. You mentioned that you will increase the number of stores of dispensing pharmacies. 
There are already drugstores, including Welcia, that are increasing the number of drugstores with dispensing 
pharmacies attached. Could you tell me your strategy on how you are going to regain your strength in this 
trend and bring more customers to your dispensing pharmacies?  

Tsuruha [A]: Thank you. 

The reason why we are focusing on the operating profit margin in this medium-term business plan is that, as 
I have mentioned earlier in the talk about store opening as well, the number of drugstores in Japan is now 
one per 7,000 or 6,000 people, and while we naturally aim to expand the scale of sales, we believe it is 
important to have a profit structure. 

In the previous fiscal year, the operating margin fell to 4.4% from 5.4% in the fiscal year before last. Since we 
were originally the Company with 6% or more, we decided that it is an urgent task to improve profits and that 
we focus on the target of operating margin.  
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In particular, there are uncertainties regarding COVID-19 and the global situation. Also, we are currently 
investing in systems such as the backbone system and the dispensing system. Against this backdrop, we would 
like to solidify our foundation and move into the next phase of increasing profits. 

In the second point about dispensing pharmacies, our ratio of drugstores with dispensing pharmacies is 30%, 
which is lower than that of other leading companies. However, the areas where Welcia and Sugi have opened 
drugstores are different from ours, although there are some overlaps. In Hokkaido, Tohoku, and Hiroshima, 
for example, there is still less competition from drugstores with dispensing pharmacies than in the Kanto and 
Kansai areas. 

In this sense, we believe that there is still room for growth in the drugstores with dispensing pharmacies in 
terms of location. Of course, we will work on specialty and convenience in parallel, as we have included a little 
bit about DX for Dispensing business in the mid-term plan.  

That is all. 

Questioner D [Q]: Thank you. 

I would like to ask just one more point. In relation to the opening of new stores you just mentioned, there is 
talk that the population per drugstore will be less than 7,000. As you are looking at it now, what do you 
consider the trade area per store to be a profitable base, for instance, around what thousand people?  

Tsuruha [A]: Now, exactly 7,000 is the minimum condition. Of course, depending on the region, there may be 
times when we have to open stores in rural areas with trading area of 3,000 or 4,000 people for one store. 
However, basically, one of our standards for opening a store we can accommodate is more than 7,000 people 
at present. 

Questioner D [M]: I understand. Thank you very much. 

Yamazaki [M]: Thank you. 

Please ask questions. 

Questioner E [Q]: Thank you for your explanation. I have three major questions. 

First, I am afraid I have to confirm the figures of the plan. You said that the forecast for the existing stores in 
the fiscal year ending May 2023 is 101.1% for the full year. What is your image for the first half and the second 
half? 

Also, I think that the basic dispensing fee will reduce profits considerably this fiscal year, and that both utilities 
and payment fees will increase quite a bit. Is it correct that you have factored in these factors quite 
conservatively? I think this will be covered by an increase in the regional system additional fee points, but I 
would appreciate your comments on the arrangements for this. 

Tsuruha [A]: Thank you. 

As for 13-month existing stores, we expect 1.1% for full year for the current fiscal year. The ratio of the first 
half to the second half is negative 0.1% for the first half and 2.3% for the second half, making the budget plan 
slightly weighed to the second half of the year. 

Electricity and other costs are of course factored into this plan. Of course, there is also the impact of 
compensation for dispensing. There is a reduction of approximately JPY600 million and JPY700 million in basic 
fees. Also, there is the impact of the NHI price revision, so we have calculated a reduction of nearly JPY1 billion 
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to some extent. We are going to cover it with the number of prescriptions and also the additional fee points 
for the regional system. This system will be revised next spring with a one-year grace period, and since we do 
not have many pharmacies that are taking the additional fee point, there will be less impact. However, we are 
going to take as much fee points as we can now, and these were incorporated to our budget this time.  

Questioner E [Q]: How many stores are currently taking the additional fee point, what percentage, and how 
much do you plan to increase it in a year? 

Tsuruha [A]: As for the regional system additional fee point, we currently have about 70 stores. We will 
increase this number to over ninety this fiscal year, but as you know, the condition will be revised again in 
April, so we will end up back at around 70 stores. 

We are now left to see whether we can be qualified for 17 points or 39 points. To be honest, we did not have 
many stores qualified in the system. Therefore, we would like to focus on increasing the number of 
pharmacies that are qualified for 17 points by steadily clearing three criteria.  

Questioner E [Q]: I understand. Thank you very much. 

The second point is to confirm the figures of the Phase I medium-term plan for the next three years. Since you 
plan for 101% for existing stores for full year, even though you will reduce store openings, is it correct to 
imagine that the number of stores and floor space will increase by 104% and thereby increasing top line by 
105%? 

Also, you are targeting a 0.6% increase in the operating margin. I imagine this will be achieved by increasing 
PB and dispensing to raise the gross margin and maintaining the cost to income ratio. Is it correct? Please 
confirm these points. 

Tsuruha [A]: Regarding store openings, we estimate 151 for the current fiscal year, but around 120 for the 
next fiscal year and thereafter. As for the operating income margin, as you just pointed out, we are planning 
to maintain the SG&A ratio and increase the gross margin ratio. 

Questioner E [Q]: I understand. Thank you very much. 

This is the third question. I just want to confirm one thing about new store opening in the medium-term plan. 
I understand that you will be opening new stores in order to strengthen the areas of existing stores, mainly in 
the areas where you currently have a foothold. I believe this will result in the competition among your own 
stores, giving negative impact to existing stores. Would it still be possible to grow 101 for existing stores? 

Also, you explained earlier that you have changed the KPIs, but how are they different from before? The 
material shows KPI of turning to the black in the 13th month and setting the period for recovering the 
investment. Could you explain how it was before and how it will be changed?  

Tsuruha [A]: Thank you. 

Regarding store openings in existing areas, our policy is to open new stores without vacant area by 
determining areas of dominance to some extent, but of course there are cases where we compete with our 
own stores. However, as I mentioned earlier, if the area fulfills the condition of 7,000 people for one store, 
domicile would still be possible. 

In our industry, there are cases where we open new stores in order to prevent competitors from entering in 
trading areas that are below that level. Even in these cases, it is fine to compete for sales within own stores if 
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operating income increases. We have always been dominant based on this idea; therefore, we will open new 
stores as long as operating income increases.  

There have been a lot of rules before about criteria for opening new stores, such as profitability in 13 months 
or return on investment. We are looking into a little more in detail. For instance, what kind of location would 
be good to fulfill these rules and what makes this location favorable. This is a little too detailed to explain here, 
but we would like to give our development staff more detailed evaluation points for these locations, and we 
would like to follow the figures more closely after opening a new store, so that the Company as a whole can 
work on these issues. 

Questioner E [M]: I understand. Thank you very much. 

Yamazaki [M]: Thank you very much. 

Now, since the time is up, we would like to end the question-and-answer session. Thank you very much. 

This concludes the financial results briefing for the fiscal year ended March 2022 of TSURUHA HOLDINGS INC. 
Thank you very much your attendance today. 

Tsuruha [M]: Thank you. 

[END] 

______________ 
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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 © 2022 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


