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 Overall sales increased 13.5% over the 1st half of FY2018 to ¥89.7 
billion. Domestic sales increased 16.6% to ¥67.4 billion. Overseas sales 
increased 5.2% to ¥22.2 billion, a 7% growth on a local currency basis.

 Overall sales exceeded the forecast by ¥5.2 billion, as domestic sales 
showed strong growth thanks to large orders and a last minute surge in 
demand, while overseas sales fell short of the forecast.

 Gross profit margin decreased by 60 basis points to 48.3%.

 Operating income increased 64.5% to ¥7 billion not only because of 
sales increases, but also because some expenses were delayed until 
the 2nd half of FY2019.

 Ordinary income increased 20.2% to ¥6.3 billion, reflecting foreign 
exchange losses. Income attributable to owners of parent increased 
0.7% to ¥3.9 billion as extraordinary losses were posted.
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 In the 1st half of FY2019, operating income increased to ¥7 billion from 
¥4.2 billion in the 1st half of FY2018.

 Currency effect had a negative impact of ¥0.1 million.

 Increase in gross profit from sales increase was ¥6.2 billion.

 Lower gross margin had a negative impact of ¥1.2 billion due to the 
falling of prices for large orders and the last minute surge in demand, 
despite initiatives to improve profitability.

 Increases in SG&A had a negative impact of ¥2.1 billion mainly due to 
the increase of personnel expenses.
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 Domestic sales increased by ¥9.6 billion to ¥67.4 billion.

 Thanks to the last minute surge in demand before the consumption tax 
increase, sales in all markets showed double-digit growth. We estimate 
that the amount of deals pushed forward to the 1st half from the 2nd half 
was ¥4 billion to ¥5 billion. 

 In the university and public hospital market, large orders related to 
construction of new hospitals also contributed to sales increases. In the 
private hospital market, both our efforts to enhance sales activities for 
the small to mid-sized hospitals and new models of bedside monitors 
contributed to increased sales.

 In the clinic market, sales of new models of hematology instruments 
increased favorably, and solution proposals for private practice startups 
also contributed to increased sales. 
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 Overseas sales increased by ¥1.1 billion to ¥22.2 billion.

 Sales in the Americas increased by ¥0.8 billion to ¥11.2 billion, a 9% 
growth on a local currency basis. Sales in the U.S. increased favorably 
in line with our forecast. Sales in Latin America also increased favorably, 
primarily in Mexico and Colombia.

 Sales in Europe increased by ¥0.2 billion to ¥3.7 billion, a 12% growth 
on a local currency basis. Sales in Germany and France increased 
favorably and sales in Turkey also recovered.

 Sales in Asia decreased by ¥0.4 billion to ¥6.2 billion, a 3% decline on a 
local currency basis. Sales in Southeast Asia and South Korea 
decreased, while sales in the Middle East and India increased. Sales in 
China increased on a local currency basis and slightly decreased on a 
yen basis.

 Sales in Other markets increased due to sales recovery in African 
countries such as South Africa and Egypt. 
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 Sales by product category are shown above. Sales showed strong 
growth in all product categories.

 The sales ratio of Consumables and Services were 46.6% as sales of 
medical devices increased favorably in Japan.
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 Sales of Physiological Measuring Equipment increased 13.2% to ¥20.7 
billion.

 Domestic sales increased 15.6% to ¥16.6 billion. Sales in all product 
segments increased favorably. Especially, sales of polygraphs for cath 
lab showed strong growth due to large orders related to construction of 
new hospitals. Sales of EP catheters also increased favorably. 
Replacement demand for diagnostic information systems increased 
favorably due to front-load spending of annual budgets.

 Overseas sales increased 4.8% to ¥4.1 billion. Sales of EEGs increased, 
driven by strong sales in the U.S. Sales of ECGs decreased due to weak 
sales in Asia.
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 Sales of Patient Monitors increased 11.5% to ¥30.8 billion.

 Domestic sales increased 19.5% to ¥19.9 billion. Sales of bedside 
monitors showed strong growth due to orders related to construction of 
new hospitals and introduction of new products. Replacement demand 
for clinical information systems also increased favorably.

 Overseas sales decreased 0.7% to ¥10.8 billion, as sales in Asia 
decreased due to weak sales in Southeast Asia, while sales in Europe 
increased favorably. In the Americas, sales in the U.S. remained flat 
compared to the 1st half of FY2018 due to a temporary shipment delay, 
which has already been resolved.
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 Sales of Treatment Equipment increased 12.3% to ¥16.5 billion. 
Domestic sales increased 13.2% to ¥11.9 billion. Overseas sales 
increased 10% to ¥4.6 billion.

 Sales of defibrillators increased 17.4% to ¥2.8 billion. In Japan, 
replacement orders from hospitals and ambulances contributed to strong 
sales. Internationally, sales increased favorably in Europe and Africa.

 Sales of AEDs increased 6.4% to ¥7.4 billion. AED unit sales were 
45,000 units. In Japan, sales of units increased favorably, supported by 
the launch of new products. Internationally, sales increased in all areas.

 Sales of ventilators increased 61.4% to ¥1.6 billion. Sales of Hamilton’s 
ventilators showed strong growth due to orders related to construction of 
new hospitals. The new in-house ventilator, NKV-330, also contributed to 
increased sales.
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 Sales of Other Medical Equipment increased 17.8% to ¥21.5 billion.

 Domestic sales increased 16.6% to ¥18.9 billion. Sales of hematology 
instruments showed strong growth in the clinic market. Sales of 
installation services of medical devices and locally purchased products 
also increased.

 Overseas sales increased 27.2% to ¥2.6 billion. Sales of hematology 
analyzers showed strong growth in Latin America, the Middle East and 
Africa. There was a positive impact from the changes in the deferred 
revenue process for installation services of medical devices in the U.S.
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 Total assets decreased by ¥12.1 billion to ¥157.5 billion.
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 Capital investments and depreciation were ¥1.6 billion, respectively. 
R&D costs were ¥3.1 billion because some expenses were carried over 
until the 2nd half of FY2019. 

 Reflecting the progress made during the 1st half, the forecasts for 
FY2019 of capital investments, depreciation and R&D costs were 
revised to ¥4.6 billion, ¥3.8 billion and ¥7.2 billion, respectively. The 
reagent factory in Dubai and the Eastern Japan Logistics Center are on 
track to starting their operations.
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 In Japan, medical facilities’ functions will be reorganized especially at  
public hospitals. The impact of the last minute surge in demand before 
the consumption tax rise and the reactionary fall afterward should be 
monitored carefully.

 Internationally, IDNs continue to expand and cybersecurity requirements 
are increasing in the U.S. In emerging countries, healthcare 
infrastructure is developing together with economic growth, while there is 
economic uncertainty and political instability in some regions. We expect 
that overall demand for medical equipment in overseas markets will 
remain steady.
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 In this environment, we are continuing to focus on transforming our 
operations to achieve a highly profitable structure in the 2nd half of 
FY2019.

 To create high customer value, we introduced various types of new 
products with high customer value in FY2018 and FY2019.

 We are working on early launch of new business areas such as spot 
check monitors and in-house ventilators, which were introduced in 
FY2019.

 As for the introduction of mid-range bedside monitors in the U.S, we aim 
at resubmission to FDA in the 1st half of FY2020.
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 The measures for improving productivity within the organization are 
shown above.

 In production and logistics, the Eastern Japan Logistics Center started 
full-scale operation in November 2019. We aim to reduce logistics costs 
by shipping medical devices and consumables as a package.

 We are establishing a global ERP system as part of the reform of our 
operating processes. We will introduce ERP into subsidiaries in Mexico 
and India in FY2019. In Japan, we are continuing to simplify the 
administrative procedures between headquarters and domestic sales 
branches by digitalization.
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 Full-year forecasts of overall sales, domestic sales and overseas sales are 
expected to be a 4% growth to ¥186.0 billion, a 3.3% growth to ¥134.5 billion 
and a 6% growth to ¥51.5 billion, respectively. Overseas sales will be a 9% 
growth on a local currency basis.

 Domestic sales are expected to increase by 1.5 billion from the original 
forecast, as sales in the 1st half exceeded the plan due to the last minute 
surge in demand. A reactionary drop is expected in the 2nd half of FY2019.

 Overseas sales are expected to decrease by ¥1.5 billion from the original 
forecast, as sales in all areas will be lower than expected. In the U.S., the 
withdrawal of FDA submission is expected to have negative impact of around 
¥1 billion. In Europe, the negative impact of yen appreciation against to the 
euro is reflected in the revised forecast. In Asia, sales are expected to recover 
in the 2nd half of FY2019, but not enough to compensate for the weak 1st half.

 The forecast for operating income remains unchanged at a 6.4% growth to 
¥16.0 billion, as the Company expects a reactionary decline after a rush of 
demand in the domestic market and some expenses were carried forward to 
the 2nd half year. The forecasts for ordinary income and income attributable to 
owners of parent are shown above. 

 The assumed exchange rates for the 2nd half of FY2019 are 108 yen to the 
U.S. dollar and 120 yen to the euro.
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 As for sales in Japan, sales in the hospital and clinic markets, and AED 
sales are expected to increase by ¥3.8 billion and ¥0.5 billion, 
respectively. The forecast for AED unit sales is 50,300 units.

 As for overseas sales, the actual increase in overseas sales will be ¥4.7 
billion. Negative currency effect will be ¥1.7 billion.

 As for operating income, both depreciation and R&D costs will increase 
by ¥0.2 billion. Other SG&A such as personnel expenses will increase by 
¥3.4 billion, as the Company plans the establishment of the Eastern 
Japan Logistics Center, relocations of domestic offices and enhancement 
of its overseas sales network. Currency effects will have a negative 
impact of ¥0.5 billion. The positive impact of the sales increase and 
gross margin improvement will be ¥5.1 billion.
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 The sales forecasts by product category are shown above.

 The sales forecasts for Physiological Measuring Equipment, Treatment 
Equipment and Other Medical Equipment have been revised based on 
the strong sales of defibrillators, ventilators and hematology analyzers in 
the 1st half of FY2019. The sales forecast for Patient Monitors has also 
been revised, based on the sales forecasts in the U.S. and Asia. 
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 The Company implemented its three-year mid-term business plan, 
TRANSFORM 2020, under the two basic policies.

 The strategies “strengthen business expansion by region” and “achieve 
further growth in core businesses” will be implemented as follows:
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 In Japan, the Company strengthens business expansion by market 
through expanding its product line-up to cover the total care cycle 
including acute care, recovery care, chronic care and home care, to 
meet medical needs in an aging society.

 In FY2019, the Company launched a series of new products: bedside 
monitors, spot check monitors, telemetry systems and the Company’s 
first ventilators.

 In addition to the enhancement of our sales structure, we strengthen our 
marketing capabilities to promote customer value which contribute to 
improving medical safety, patient outcomes and operating efficiency. We 
also expanded our line-up of value-added services using medical device 
remote monitoring system.
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 In the U.S., we continue to focus on the following three business areas. 

 In our Treatment Equipment Business, we have made preparations in 
FY2019  to expand this business by entering the ventilator market. In the 
U.S., we will start by releasing a ventilator developed at Nihon Kohden 
OrangeMed in a limited number of hospitals in the 2nd half of FY2019. 
The official launch will be in FY2020.

 In Patient Monitoring Business, we will launch spot check monitors. By 
expanding our product line-up, we can provide solutions that enable 
comprehensive management of all patients’ data in the hospital.

 As for mid-range bedside monitors, we withdrew the submission to the 
FDA and aim at resubmission in the 1st half of FY2020, because the FDA 
enhanced its cybersecurity requirements in line with the new draft 
guidance published in October 2018, after the date of our submission. 
We aim at strengthening our competitiveness by further enhancing 
product cybersecurity.
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 In emerging markets, we offer high-value-added products developed 
and manufactured in Japan and the U.S. to the high end market, where 
the same level of medical care as in developed countries is required. In 
FY2019, we launched bedside monitors for emerging countries and two 
models of in-house ventilators. We also plan to launch a defibrillator in 
the 2nd half.

 In the middle to low-end market, we offer high-cost-competitive products 
developed and manufactured in Shanghai. In FY2019, we launched an 
electrocardiograph and spot check monitors. We also started local 
production of defibrillators and AEDs for the Chinese market. In the 
Middle East, we received a large order of patient monitors from the 
government in Saudi Arabia. Our presence is increasing in this country. 
The reagent factory in Dubai is preparing to start production in FY2020.
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 In our Patient Monitoring Business, we will expand our product line-up 
and strengthen our competitiveness by enhancing networking 
capabilities.

 In FY2019, we launched telemetry systems, spot check monitors and 
bedside monitors for emerging countries.

 As a new option, we also launched a neuromuscular monitoring module 
for monitoring muscle relaxation in the perioperative period. EMG 
measurement technology, which is one of our core technologies, was 
applied to the development of this module. The module not only allows a 
faster start to measurement by enabling easy placement of electrodes, 
but is also adaptable to various operative procedures.
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 In our Treatment Equipment Business, we launched a defibrillator for 
ambulances in Japan. The lightest weight and most compact body lead 
to increased mobility. The usability is also improved. We also 
strengthened the monitoring functions by adding our unique technologies 
such as iNIBP, our original blood pressure measurement method, and 
synthesized 18-lead ECG. Hereafter, we will launch this product in 
Europe and emerging countries.

 The Company’s first in-house NPPV ventilator provides noninvasive 
positive pressure ventilation using a mask which doesn’t require 
intratracheal intubation. It is used mainly for patients in general wards. 
Our original mask has also received high evaluation as the mask is 
gentle to patients and reduces air leaks. After initially releasing the 
ventilator in Japan, we started sales activities in Europe and emerging 
countries as well.
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 Additionally, we launched another ventilator developed at Nihon Kohden 
OrangeMed, which is a wholly owned subsidiary that was established in 
the U.S. in 2015. This ventilator for patients in ICUs was developed by 
incorporating advice from leading doctors in respiratory care 
management.

 We aim to provide more safety respiratory management by providing 
applications for protecting against ventilator-induced lung injury as well 
as using our unique technologies such as SpO2 and CO2 monitoring. 

 This ventilator was launched in emerging countries and Europe. It  
received a high evaluation, which led to its smooth market introduction. 
In the U.S., limited market release will start in the 2nd half of FY2019 and 
the official launch will be in FY2020.
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 Our basic policy on distribution of profits and dividends is to maintain 
stable and continuous dividend payments while retaining necessary 
reserves for future business expansion such as R&D investments, 
capital investments, M&A and Alliance, and development of human 
resources. The target consolidated pay-out ratio is 30% or more.

 Cash dividends are the basis of shareholder return, and share buybacks 
are considered in a flexible manner.

 Full-year dividends for FY2019 will be 35 yen, and the payout ratio will 
be 28%.
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