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 The Nihon Kohden Group would like to express our deep respect toward all 
medical workers on the front line of the COVID-19 fight around the world.

 We also would like to extend our deepest sympathies and condolences to 
the relatives and loved ones of all those who died of COVID-19, and pray 
that all patients battling COVID-19 will recover as soon as possible.

 The Company had confirmed 7 cases of COVID-19 in its domestic offices, 
and production at the Tomioka Production Center was suspended for a 
certain period.

 We sincerely apologize for any concerns we have caused to the many 
affected people, including local residents.

 The Company aims to place its top priority on assuring the health and safety 
of  employees at work and their families, and fulfilling our responsibility to 
supply products and services to maintain the medical care system.
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 Overall sales increased 3.5% to ¥185.0 billion. Domestic sales increased 
3.2% to ¥134.3 billion. Overseas sales increased 4.3% to ¥50.6 billion, a 7% 
increase on a local currency basis.

 There was a negative effect on sales in Japan and a positive effect on sales 
in Europe due to the COVID-19 outbreak.

 Gross profit margin increased by 20 basis points to 48.3%, due to the 
favorable product mix as the Company focused on selling in-house 
products.

 Operating income increased 3.1% to ¥15.5 billion. This fell short of the 
forecast as overseas sales, especially sales in Asia and Africa, were lower 
than the forecast.

 Ordinary income decreased 6.4% to ¥14.8 billion, reflecting foreign 
exchange losses. Income attributable to owners of parent decreased 12.0% 
to ¥9.8 billion as extraordinary losses were posted.
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 FY2019 operating income increased to ¥15.5 billion from ¥15.0 billion in 
FY2018.

 Currency effect had a negative impact of ¥0.5 billion.

 Increase in unit sales had a positive impact of ¥4.6 billion.

 Changes in price and product mix had a negative impact of ¥0.2 billion due 
to lower selling prices, offsetting the favorable product mix.

 Increases in SG&A had a negative impact of ¥3.4 billion mainly due to the 
increase of Personnel Expenses.
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 Domestic sales increased by ¥4.1 billion to ¥134.3 billion.

 The last-minute increase in demand preceding the consumption tax increase 
was mostly offset by a corresponding decrease afterwards.

 Sales in the university hospital market increased favorably as a result of 
large orders received in relation to construction of new hospitals. Sales in 
the public and private hospital markets also increased.
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 Overseas sales increased by ¥2.1 billion to ¥50.6 billion.

 Sales in the Americas increased by ¥1.2 billion to ¥24.7 billion, a 7% 
increase on a local currency basis. Sales in the U.S increased favorably, 
especially for EEGs and AEDs. Sales of patient monitors including 
installation and maintenance services also increased. Sales in Latin America 
also increased favorably, mainly in Costa Rica and Chile, as the Company 
received orders from government and reorganized its distributor network.

 Sales in Europe increased by ¥0.9 billion to ¥9.0 billion, a 16% increase on 
a local currency basis. Sales in Europe showed double-digit growth, driven 
in particular by strong sales in Germany and Italy as demand for medical 
products such as patient monitors increased in March. 

 Sales in Asia decreased by ¥0.2 billion to ¥14.8 billion, a 2% increase on a 
local currency basis. Sales in India and the Middle East increased favorably, 
while sales in Southeast Asia were weak because it took a long time to 
reorganize the distributor network there.

 Sales in Other markets increased due to sales recovery in Africa, particularly 
in South Africa and Egypt. 
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 Sales by product category are shown above. Sales increased in all product 
categories.

 The sales ratio of Consumables and Services increased to 45.5% as a 
result of strengthening this business both in Japan and internationally.
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 Sales of Physiological Measuring Equipment increased 3.7% to ¥42.2 
billion.

 Domestic sales increased 3.4% to ¥33.2 billion. Sales of polygraphs for cath 
lab increased favorably. Sales of ECGs remained flat. Sales of EEGs 
decreased.

 Overseas sales increased 4.7% to ¥9.0 billion. Sales of EEGs showed 
strong growth, especially in the U.S. Sales of ECGs remained flat on a local 
currency basis and decreased on a yen basis.
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 Sales of Patient Monitors increased 4.8% to ¥64.9 billion.

 Domestic sales increased 5.6% to ¥39.7 billion. New products contributed to 
increased sales and value-added accessories also increased favorably.

 Overseas sales increased 3.7% to ¥25.2 billion. Sales in the Americas, 
Europe and Asia all increased. Sales in Europe especially showed strong 
growth. Sales in the U.S. increased, although there was concern about 
negative impact of the delay in introducing mid-range bedside monitors. 
Sales in Latin America showed strong sales. Sales in Asia increased 
favorably, driven by strong sales in Saudi Arabia and China.
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 Sales of Treatment Equipment increased 4.1% to ¥34.5 billion. Domestic 
sales increased 6.3% to ¥23.6 billion. Overseas sales decreased 0.3% to 
¥10.8 billion.

 Sales of defibrillators increased 1.8% to ¥6.2 billion. Domestic sales showed 
strong growth because the Company received large orders and launched 
new products. Overseas sales decreased in Asia.

 Sales of AEDs increased 0.7% to ¥15.4 billion. AED unit sales were 98,400 
units. In Japan, sales were weak, reflecting decreased unit sales of AEDs. 
Internationally, sales of Defibtech’s AEDs increased in Asia and the 
Americas.

 Sales of ventilators increased 33.6% to ¥3.5 billion. Sales of Hamilton’s 
ventilators showed strong growth due to orders related to construction of
new hospitals. New in-house ventilators also contributed to increased sales.
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 Sales of Other Medical Equipment increased 0.8% to ¥43.2 billion.

 Domestic sales decreased 1.2% to ¥37.7 billion. Sales of locally purchased 
products such as imaging systems decreased. Sales of hematology 
instruments, and installation and maintenance services for medical devices, 
increased favorably. 

 Overseas sales increased 17.1% to ¥5.5 billion. Sales of hematology 
analyzers increased in Latin America, Europe and Africa. Sales of 
installation and maintenance services for medical devices also increased 
favorably in the U.S.
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 Total assets decreased by ¥1.9 billion to ¥167.7 billion.

 Inventory turnover was 3.7 months.
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 Cash and cash equivalents at end of the period increased by ¥1.2 billion to 
¥35.9 billion.

 ROE was 8.3%.
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 Both capital investments and depreciation were ¥3.5 billion. The reason for 
the difference from the forecast was the carryover of investments in 
production equipment and renovation of buildings.  

 R&D costs were ¥6.7 billion, which fell far short of the forecast. This was 
because some expenses were carried over until FY2020.

 In FY2020, capital investments will increase by ¥0.4 billion to ¥3.9 billion, 
which includes production equipment related to ramping-up production for 
two models of ventilators and patient monitors. Depreciation will be ¥3.6 
billion, the same level as the FY2019. R&D costs will increase by ¥0.3 billion 
to ¥7.0 billion.
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 In Japan, the government has promoted reorganization of medical institution 
functions and reforms to the work style of medical workers. Currently, 
securing healthcare systems in the midst of the COVID-19 is the top priority.

 Internationally, the improvement of quality and efficiency of medical care is 
being promoted in the U.S. and Europe, and healthcare infrastructure is 
developing in emerging countries. Currently, the government has urgently 
promoted securing medical products for patients battling COVID-19 in each 
country.
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 In Japan, there are concerns about deterioration of hospitals’ earnings 
because of the decrease in the number of outpatients and postponement of 
elective surgical procedures and inpatient admissions.

 The Company has concerns about negative impact due to refrains from 
nonessential visits to customers, decrease in the number of procedures 
such as catheters and weak demand in the clinic and PAD market.

 On the other hand, the number of inquiries about patient monitors and 
ventilators is increasing, but this positive impact is expected to be limited. 
The Company estimates the negative impact from deterioration in the 
market environment will be greater.

 The domestic sales forecast is based on the assumption that COVID-19 
impacts will continue until the end of the 1st half of FY2020.
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 Internationally, demand for patient monitors and ventilators has increased in 
Europe, the U.S. and emerging markets as each government has urgently 
focused on securing medical products. Demand for patient monitors and 
ventilators is expected to continue in the 2nd half of FY2020 in certain 
countries which need to expand ICU facilities to deal with acutely ill patients.

 On the other hand, the Company has concerns about negative impacts from 
restraint of sales activities and weak demand for AEDs. There is also a risk 
of delays in the procurement of parts and components.

 The Company also has concerns about reduction in governments’ budgets 
and restraints on capital expenditure in accordance with economic 
stagnation and slowdown. The increased demand is expected to bring a 
corresponding reactionary decline.

 The overseas sales forecast is based on the assumption that COVID-19 
impacts will continue until the end of the 3rd quarter of FY2020.
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 Under these market circumstances, the Company forecasts its overall sales, 
domestic sales and overseas sales for FY2020 to be: 2.7% decline to 
¥180.0 billion, 6.1% decline to ¥126.2 billion, and 6.2% growth to ¥53.8 
billion, respectively. Overseas sales will be 9.0% growth on a local currency 
basis.

 Gross profit margin is expected to be 48.4%.

 Operating income is expected to decrease by 9.7% to ¥14.0 billion. The 
Company will continue investments necessary for future business expansion 
such as R&D investments, but strive to restrain other SG&A such as 
Personnel Expenses. 

 The forecasts for ordinary income and income attributable to owners of 
parent are shown above. 

 Currently, it is difficult to foresee when COVID-19 will end, making it 
challenging to present highly accurate operating results forecasts. The 
earnings forecasts described above are based on the assumption that 
COVID-19 will end after a certain period. 
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 As for sales in Japan, sales in the hospital and clinic markets, and AED 
sales are expected to decrease by ¥7.5 billion and ¥0.6 billion, respectively. 
The forecast for AED unit sales is 45,800 units.

 As for overseas sales, the actual increase in overseas sales will be ¥4.3 
billion. Negative currency effect will be ¥1.2 billion.

 As for operating income, depreciation and R&D costs will increase by ¥0.3 
billion. Other SG&A such as Personnel Expenses will decrease by ¥0.4 
billion. Currency effects will have a negative impact of ¥0.4 billion. The 
negative impact of the sales decrease will be ¥1.2 billion.
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 The sales forecasts by product category are shown above. The Company 
plans to ramp up production of patient monitors and ventilators to meet 
increased demand. However, sales of other products excluding patient 
monitors and ventilators are expected to decrease due to the decline in 
demand in those categories.

 Sales of Consumables and Services are also expected to decrease due to 
the decline in the number of intervention procedures using catheters. 

 The forecast for FY2020 is based on an exchange rate of 107 yen to the 
U.S. dollar and 117 yen to the euro.
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 The Company implemented its three-year mid-term business plan, 
TRANSFORM 2020, with the aim of achieving the transformation to a highly 
profitable structure.

 To create high customer value, the Company launched a series of its first 
products such as ultrasound probes and ventilators. This resulted in 
increasing in-house sales ratio to 65.6%. As the Company focused on 
expanding Consumables and Services Business, the sales ratio increased to 
45.5%, which exceeded the target.

 To improve productivity within the organization, the Company established 
the Eastern Japan Logistics Center aiming at the reduction of logistics costs. 
The Company has also introduced ERP systems into overseas subsidiaries 
and simplified the administrative procedures between headquarters and 
domestic sales branches through digitalization.
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 The difference between results and targets is shown above.

 Domestic sales fell slightly short of the target for FY2019. This was mainly 
due to expiration of the distribution agreement for vagus nerve stimulators. 
There was also negative impact of refraining from nonessential visits to 
customers in March 2020.

 Internationally, sales in the Americas and Asia & Other fell far short of the 
target for FY2019. Timely launch of new products, reorganization of the 
sales structure in Southeast Asia, and responding rapidly to tenders with 
short delivery times in emerging markets remain as issues to be solved. 
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 Operating Income fell far short of the target for FY2019. This was mainly 
due to lower sales. The delay of new products launches has had adverse 
effects on improving gross profit margin. The improvement of production 
efficiency also remains as an issue to be solved. Upfront investments such 
as the Eastern Japan Logistics Center and enhancement of the overseas 
sales network were also a cost burden.

 While achieving certain results in improving profitability, the Company 
needs to further improve productivity within the organization.
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 Under its three-year mid-term business plan, the Company implemented 
measures aiming of achieving the transformation to a highly profitable 
structure. The Company strengthened product, sales and organizational 
capabilities, but organizational functions and cross-divisional measures 
necessary for global business expansion remains issues to be solved.

 To improve profitability of existing businesses and consolidate corporate 
fundamentals to grow as a global company, the Company was preparing a 
new long-term vision and mid-term business plan. However, the Company 
suspended the announcement of the plans because the market environment 
is likely to change from the Company’s assumptions in the plans, due to the 
COVID-19 outbreak.

 The Company will review its assumptions, and update the contents of the 
plans and announce the revised plans.
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 In Japan, the Company has launched a series of new products and services 
over the past few years. We aim to win orders by enhancing our sales 
proposals with these products and services.

 Currently, the number of inquiries about patient monitors and ventilators is 
increasing. On the other hand, there are concerns about the deterioration of 
hospitals’ earnings due to the decrease in the number of outpatients, 
elective surgical procedures and inpatient admissions. We think it is more 
important than ever to strengthen our marketing and service capabilities, 
creating customer value and contributing to improving the customers’ 
healthcare administration management.

 The Company is also strengthening its cloud business services such as 
LAVITA because the demand for telemedicine is expected to increase.
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 In the U.S., our monitoring solutions are highly evaluated by customers. The 
spot check monitor is expected to be used for screening COVID-19 patients 
by measuring their temperature and SpO2.

 In response to the COVID-19 outbreak, the Company is strengthening the 
promotion of patient monitors and ventilators, for which demand is 
increasing.

 The Company also introduced a monthly subscription model to reduce 
medical institutions' initial cost burden when purchasing new equipment.

 As for the introduction of mid-range bedside monitors in the U.S, we aim at 
resubmission to the FDA in the 1st half of FY2020 as planned.

 In April 2020, the Company established the US Operations Department to 
manage local subsidiaries and will strengthen its business structure in the 
U.S.
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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. To the 
middle to low-end market, we offer high-cost-competitive products 
developed and manufactured in Shanghai.

 We have strengthened the promotion of new products such as patient 
monitors, ventilators and defibrillators for ambulances. These products were 
introduced in the past three years and are highly evaluated by the 
customers.

 The Company established the China Operations Department in April 2020. 
We aim at gaining market share in China by strengthening our local R&D 
and production capabilities. The reagent factory in Dubai is preparing to start 
production in FY2020, as planned.
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 In our Patient Monitoring Business, the Company renewed its product line-
up by launching a series of new products such as mid-range bedside 
monitors, its first spot check monitors and bedside monitors for emerging 
markets. We are strengthening our competitiveness by expanding our 
product line-up in all categories from acute care to recovery care and 
enhancing our networking capabilities.

 The Company is currently working on ramping up production of patient 
monitors to meet increased demand in the international market due to the 
growing number of COVID-19 patients globally.
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 In our Treatment Equipment Business, the Company is currently working on 
ramping up production of ventilators at the Tomioka Production Center and 
Nihon Kohden OrangeMed to meet increased demand.

 The Company aims to supply 1,000 units of NKV-330 in the 1st half of 
FY2020 for mildly ill patients who do not need intracheal intubation. We 
hope that the invasive ventilators currently owned by medical institutions will 
be used for acutely ill patients.

 The Company received approval for NKV-550 in Japan. We started 
production at the Tomioka Production Center and aim to start shipping the 
ventilators from July 2020.

 It is not easy to ramp up production in a short period of time because 
ventilators are high quality products requiring precision manufacture and 
there are difficulties in the procurement of parts and components. However, 
the Company will make every effort to increase production.
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 In April 2020, the Company established two organizations to consolidate the 
corporate fundamentals needed to grow as a global company.

 The Global Corporate Administration Department will integrate 
administrative functions such as accounting, legal and human resources to 
strengthen our global management structure and corporate governance 
system.

 The Corporate Digital Transformation Division will build a global IT 
Infrastructure to promote the use of data, and enhance corporate 
cybersecurity management.
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 The Company aims to create and maximize both Value for Nihon Kohden 
and Value for Society together to realize a sustainable society and enhance 
its corporate value.

 We are working on identifying materiality in three fields of healthcare, 
environment and corporate activities. We aim to solve issues through our 
business activities by incorporating the identified materiality in the new mid-
term business plan.
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 Our basic policy on distribution of profits is to maintain stable and continuous 
dividend payments while retaining necessary reserves for future business 
expansion.

 As for R&D investments, the Company focuses on product and technology 
development to achieve sustainable growth from a mid- to long-term 
perspective. In terms of capital investments, the Company plans to ramp up 
production of ventilators and patient monitors and build an IT infrastructure. 
As for M&A, the Company continues to search for new business 
opportunities which have synergies with its core businesses. The Company 
also focuses on developing human resources which are the cornerstone of 
all business strategies.

 The Company sets a target consolidated dividend payout ratio of 30% or 
more. Cash dividends are the basis of shareholder return, and share 
buybacks are considered in a flexible manner.

 Full-year dividends for FY2020 will be 35 yen, and the payout ratio will be 
29.8%.
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 As part of its social responsibility as a medical equipment manufacturer, the 
Nihon Kohden Group is singularly focused on supporting the medical 
workers on the front line of the COVID-19 fight.

 The Company will further strengthen our management structure to protect 
the continuity of our business and employment, even in a challenging 
environment where there is a real fear of the first global economic crisis 
since the financial crisis of 2007-2008.
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