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 Overall sales increased 3.1% over the 1st half of FY2017 to ¥79 billion.
Domestic sales increased 2.9% to ¥57.8 billion. Overseas sales 
increased 3.8% to ¥21.1 billion, a 4% growth on a local currency basis.

 Overall sales fell short of the forecast by ¥1 billion, as sales decreased in 
Europe and Africa. Domestic sales were in line with the forecast.

 Gross profit margin increased by 130 basis points to 48.9%, as the 
Company focused on improving its profitability.

 Operating income increased 36.2% to ¥4.2 billion not only because of 
sales increases, but also because some expenses were delayed until 
the 2nd half of FY2018.

 Ordinary income increased 41.6% to ¥5.2 billion, reflecting foreign 
exchange gains.
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 In the 1st half of FY2018, operating income increased to ¥4.2 billion from 
¥3.1 billion in the 1st half of FY2017.

 Currency effect had a negative impact of ¥48 million.

 Increase in gross profit from sales increase was ¥1.4 billion.

 Gross margin improvement had a positive impact of ¥0.7 billion, as the 
Company focused on selling in-house products both in Japan and 
internationally in addition to cost reduction in its Tomioka factory and 
Shanghai factory.

 Increases in SG&A had a negative impact of ¥1 billion mainly due to the 
increase of personnel expenses.
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 Domestic sales increased by ¥1.6 billion to ¥57.8 billion.

 Sales in the university hospital market showed strong growth and sales 
of AEDs in other markets increased favorably. 

 Sales in the public hospital market also increased, while sales in the 
private hospital market and clinic market decreased.

 In the private hospital market, there was little increase in demand in 
response to the medical service fee revision in April 2018. In the clinic 
market, sales of locally purchased products decreased as a result of 
focusing on sales activities of in-house products.
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 Overseas sales increased by ¥0.7 billion to ¥21.1 billion.

 Sales in the Americas increased by ¥0.8 billion to ¥10.4 billion, a 10% 
growth on a local currency basis. Sales in the U.S. increased favorably, 
driven by Patient Monitors and EEGs. Sales in Latin America slightly 
increased on a local currency basis and decreased on a yen basis. 
Sales in Colombia decreased, while sales in Brazil and Mexico 
increased.

 Sales in Europe decreased by ¥0.1 billion to ¥3.5 billion, a 6% decline on 
a local currency basis. Sales in Russia and Turkey decreased, although 
sales in Germany and Italy increased.

 Sales in Asia increased by ¥0.4 billion to ¥6.6 billion, a 6% growth on a 
local currency basis. Sales in China, South Korea and Thailand 
increased, while sales in the Middle East decreased due to political 
instability.

 Sales in Other decreased as an order in Egypt was carried over to the 
2nd half of FY2018.
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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 47.4% as a 
result of strengthening our consumables business both in Japan and 
internationally.
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 Sales of Physiological Measuring Equipment increased 2.9% to ¥18.3 
billion.

 Domestic sales increased 0.9% to ¥14.3 billion. Sales of EEGs, ECGs, 
Polygraphs for Cath Lab, diagnostic information systems increased.

 Overseas sales increased 11.1% to ¥3.9 billion. Sales of EEGs 
increased favorably in the Americas. Sales of ECGs also showed strong 
growth in Asia.
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 Sales of Patient Monitors increased 5.4% to ¥27.6 billion.

 Domestic sales increased 3.5% to ¥16.7 billion. Replacement demand 
for clinical information systems increased. Sales of consumables such 
as sensors also increased favorably.

 Overseas sales increased 8.4% to ¥10.9 billion. In the Americas, sales in 
the U.S. showed strong growth. Sales in Asia also increased.
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 Sales of Treatment Equipment increased 1.3% to ¥14.7 billion. Domestic 
sales increased 3.8% to ¥10.5 billion. Overseas sales decreased 4.3% 
to ¥4.2 billion.

 Sales of defibrillators decreased 4.6% to ¥2.4 billion in reaction to strong 
sales in the same period of FY2017.

 Sales of AEDs increased 5% to ¥7 billion. AED unit sales were 44,200 
units. In Japan, sales of units increased as additional installations 
increased and replacement demand recovered. Internationally, sales of 
Defibtech AEDs decreased in the Americas and Europe.
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 Sales of Other Medical Equipment increased 1.5% to ¥18.2 billion.

 Domestic sales increased 3.4% to ¥16.2 billion. The release of a new 
model of hematology analyzer contributed to increased sales.

 Overseas sales decreased 11.5% to ¥2 billion. Sales of locally 
purchased products decreased, while sales of hematology analyzers 
increased in Latin America, Europe and Asia.

 Effective FY2018, bundled deals of third-party hematology analyzers and 
imaging systems have been reclassified into Imaging Systems, Medical 
equipment for study and others; these were previously classified as 
Hematology Analyzers. Excluding this impact, sales of hematology 
analyzers increased.
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 Total assets decreased by ¥4.3 billion to ¥153.5 billion.

 Inventories of merchandise and finished goods increased because of 
equalization of production in preparation for starting production of new 
products in the 2nd half of FY2018. Inventory turnover was 3.5 months.
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 Capital investments, depreciation, and R&D costs were ¥1.3 billion, ¥1.6 
billion, and ¥3.7 billion, respectively. In FY2018, we plan to launch 
various types of new products. As man-hours for upgrading the recently 
launched products increased, the development of new products is 
slightly behind schedule.

 As we reviewed the scheduled investments, the forecast for FY2018 of 
capital investments and depreciation was revised to ¥3.9 billion and ¥3.8 
billion, respectively. The forecast of R&D costs was revised to ¥8 billion, 
as man-hours of ¥0.5 billion were allocated from R&D costs to 
Development costs for upgrade.
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 In Japan, the government is working on healthcare system reform under 
its 2025 future vision of medical/long-term care services. In the hospital 
market, the reorganization of medical facilities’ functions will start in 
accordance with a review of hospitalization fees and a regional health 
vision. The clinic market will remain stable.

 Internationally, IDNs continue to expand in the U.S. In Europe, group 
purchasing is expanding, especially by GPOs. In emerging countries, 
healthcare infrastructure is developing together with economic growth. 
We expect that overall demand for medical equipment in overseas 
markets will remain steady, although there is concern regarding policy 
trends in the U.S. and political instability in some countries such as the 
Middle East.
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 In this environment, we are continuing to focus on transforming 
operations to achieve a highly profitable structure. Our top priority in the 
2nd half of FY2018 is improving gross profit margin.

 To create high customer value, we will focus on early market penetration 
of new products. In Patient Monitors, we launched mid-end bedside 
monitors. Bedside monitors for emerging countries and a spot check 
monitor will be also launched. In Treatment Equipment, we plan to 
launch an anesthesia machine, ventilator, and AED for home. In 
Hematology Instruments, we launched our first integrated hematology 
analyzer and clinical chemistry analyzer. We aim at timely production 
and shipment of these products.

 To expand sales of consumables and services, we launched a medical 
device remote monitoring system, MD Linkage. This new service was 
initiated with hematology analyzers and it is planned to add other 
applicable models.
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 The measures for improving productivity within the organization are 
shown above.

 In R&D, we will improve the R&D efficiency by utilizing the R&D and 
testing environment at the Advanced Technology Center.

 In production and logistics, the Eastern Logistics Center is under 
construction. We aim to reduce logistics costs by shipping medical 
devices and consumables as a package.

 As an entire group, we are advancing reform of our operating processes 
by utilizing ICT. In order to establish a global ERP system, we will 
introduce ERP into subsidiaries in emerging countries sequentially. In 
Japan, we are continuing to simplify the administrative work between 
headquarters and domestic sales branches.
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 We reaffirmed our forecast for FY2018. The overall sales forecast is for 
3.3% growth to ¥180 billion. 

 Domestic sales are expected to be increase steadily at 2% growth to 
¥130.7 billion.

 Overseas sales are expected to grow by 6.9% to ¥49.3 billion, a 9% 
growth on a local currency basis. Sales in the Americas and Asia are 
expected to continue to grow. Sales in Europe are expected to recover in 
the 2nd half of FY2018, but not enough to cover the weak sales in the 1st

half year. 

 Gross profit margin is expected to improve to 48.2%, mainly due to the 
launch of new products. Operating income is expected to grow by 3.3% 
to ¥15 billion, as some expenses were delayed until the 2nd half of 
FY2018. 

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

 The assumed exchange rates for the 2nd half of FY2018 remain at 105 
yen to the U.S. dollar and 130 yen to the euro.
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 As for sale in Japan, sales in the hospital and clinic markets, and AED 
sales are expected to increase by ¥2.4 billion and ¥0.2 billion, 
respectively. The forecast for AED unit sales is 48,700 units.

 As for overseas sales, the actual increase in overseas sales will be ¥4.2 
billion. Negative currency effect will be ¥1 billion.

 As for operating income, the negative impact of increase in depreciation 
and R&D costs, and other SG&A such as personnel expenses will be 
¥1.2 billion and ¥3.4 billion, respectively. Currency effects will have a 
negative impact of ¥0.5 billion. The positive impact of the sales increase 
and gross margin improvement will be ¥5.6 billion.
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 The Company revised its sales forecast by product category based on 
recent performance trends.

 We aim at gaining market share especially in the area of Patient 
Monitors. We will also enhance our Consumables and Services 
Business both in Japan and internationally.
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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 through these 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 government is working on reform of the healthcare system, 
including acute care, recovery care, chronic care and home care, to 
meet medical needs in an aging society. 

 Based on these market changes, the Company absorbed and merged its 
domestic sales subsidiaries in FY2017 for the purpose of implementing 
sales strategies and improving its operational efficiency.

 In FY2018, the Company put more sales resources into the Tokyo 
metropolitan area, where we expect medical demand to increase. We 
can see it’s taking effect gradually.

 In addition to the enhancement of our sales structure, we launched mid-
end bedside monitors for the hospital market, where replacement 
demand is expected. We also plan to launch a spot check monitor, 
ventilator and anesthesia machine.

 Additionally, we are developing a new business model utilizing a cloud 
server for the clinic and home care markets, which are expected to grow 
in the future. We will also expand the product line up by introducing an 
integrated hematology analyzer and clinical chemistry analyzer, and an 
AED for installation in homes.
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 In the U.S., sales of patient monitors increased favorably as a result of 
the enhancement of our local sales and R&D structure.

 Our brand awareness is increasing as our patient monitoring systems 
have been introduced in the U.S. at leading university hospitals. We are 
getting closer to achieving the market share target of 12% of FY2019.

 In the 2nd half of FY2018, we will further strengthen the product 
competitiveness by introducing mid-end bedside monitors and a spot 
check monitor. 

 As the number of large-scale monitoring systems increase, demand for 
advanced network technology is increasing. Additionally, a high level of 
expertise is required for installation and launch of monitoring systems. In 
order to improve the profitability of these operations, we will enhance our 
installation structure by adding more network engineers and introducing 
new installation pricing models for monitoring systems.
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 In emerging markets, we will conduct strategic business expansion to 
meet medical needs.

 We will enhance our solution proposals by expanding our product 
portfolio in each market.

 We offer high-value-added products developed and manufactured in 
Japan to the high end market, where the same medical level as in 
developed countries is required.

 To the middle to low-end market, we offer high-cost-competitive 
products developed and manufactured in Shanghai.

 In FY2018, we will launch the above new products in emerging markets.
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 In our Patient Monitoring Business, we will expand our product line-up to 
cover all areas from acute care to recovery care. We will also strengthen 
our competitiveness by enhancing network systems.

 We launched our core mid-end bedside monitors, CSM-1700 series in 
August 2018.

 In the 2nd half of FY2018, we plan to launch a spot check monitor 
developed at Shanghai Kohden and bedside monitors for emerging 
countries.
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 Our new mid-end bedside monitors are the core products for mid to high-
end markets. These are designed to prepare for new technological 
trends and create a platform for our monitoring systems for the next five 
to ten years.

 CSM-1500 series are versatile integrated models. CSM-1700 series 
enable monitors to be laid out freely by separating input box from main 
unit. 

 CSM-1500/1700 series inherit functions including the functions which are 
useful for diagnosis, and operability from the high-end monitor, CSM-
1901. CSM-1500/1700 series also realize seamless monitoring covered 
in all area in the hospital by enhancing network functions and combining 
with a transport monitor.

 We will create new clinical value that other companies cannot provide, by 
utilizing this new platform and integrating our various diagnostic 
technologies into bedside monitors.
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 In Diagnostic Equipment Business, we integrated our diagnostic 
technologies of EEG and ultrasound into our bedside monitors and 
realized new solutions.

 EEG headset realizes fast EEG measurement by allowing easy 
attachment. Collaboration of CSM-1700 series and EEG headset 
enables early screening of Nonconvulsive Status Epilepticus in ER/ICU. 
CSM-1700 series with EEG headset demonstrated and received a high 
evaluation from doctors at the European Society of Intensive Care 
Medicine in Oct 2018.

 CSM-1700 series are the first monitors equipped with an ultrasound 
function, which enables viewing the echo image by connecting the 
ultrasound probe. This function supports prompt ultrasound tests for 
trauma patients in ER. Because the ultrasound probe can connect with 
not only bedside monitors but also a dedicated tablet computer, it can be 
utilized as a portable echography unit.

 We aim at further creating new clinical value by integrating our core 
technologies across development divisions.
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 In our Treatment Equipment Business, we will expand our product line-
up to establish a leadership position in the defibrillator and AED markets.

 In the 2nd half of FY2018, we plan to launch an AED for home. Currently, 
over 70% of sudden cardiac arrests occur at home. The improvement of 
the life-saving ratio for cardiac arrests at home has become an issue.

 We are also developing defibrillators for ambulances. We aim at creating 
high customer value by adding our unique technologies such as iNIBP or 
Audible Cue which are patient monitoring technologies and Synthesized 
18-lead ECG which is ECG technology.

 In the 2nd half of FY2018, we plan to launch our first in-house ventilator. 
This is a noninvasive ventilator for the general ward which doesn’t 
require intratracheal intubation. We also plan to launch an anesthesia 
machine, which is currently under joint-development with Acoma.

 In FY2019, we plan to launch a ventilator for emerging markets, which is 
currently under development at the U.S. R&D office. We aim at creating 
a new ventilator and anesthesia machine business.
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 Targets of the mid-term business plan are shown above.

 To achieve our targets for FY2019 ending March 2020, we will continue 
to focus on achieving the transformation to a highly profitable structure.
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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 FY2018 will be 35 yen, and the payout ratio will 
be 29%.
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