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Presentation 

 

Moderator: Thank you very much for your patience. We will now begin TIS Inc.’s Q3 earnings conference call 
for the fiscal year ending March 2025. 

Today’s conference call is being attended by Masakazu Kawamura, Managing Executive Officer, Division 
Manager of Corporate Planning SBU; and Daisuke Kawaguchi, Department Manager of Corporate 
Management Department. 

First, Mr. Kawamura will give a 10-minute explanation, followed by a question-and-answer session. Mr. 
Kawaguchi will join the Q&A session, and the two of them will be available to answer questions. The entire 
meeting is scheduled to last approximately 30 minutes. The presentation materials are available on the 
website of TIS Inc. for your reference. We will now begin the presentation. 

Kawamura: This is Kawamura from TIS. Thank you. I will now provide an overview of the financial results for 
Q3 of the fiscal year ending March 31, 2025, which were announced at 3:30 PM today. 

 

Please see page two. Here are the highlights of the current financial results. First, let us discuss the Q3 results 
for the fiscal year ending March 31, 2025. Cumulative Q3 results continued to show YoY increases in both 
sales and income, as seen in H1. The operating margin was at a similar level to the same period last year, 
despite the impact of passing the peak of large-scale development projects and unprofitable projects. 
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Orders received and order backlogs increased steadily compared to the same period last year, with a 
particularly strong growth in the last three months, mainly in development. 

Next, with regard to the outlook for the fiscal year ending March 31, 2025, there are no revisions to the full-
year forecast as progress through Q3 was generally in line with the plan. 

 

Please see page five. This is a summary of the business results for Q3 of the fiscal year ending March 2025. 
Despite the impact of passing the peak of large-scale development projects and unprofitable projects, we 
were able to achieve an increase in both sales and income. Net sales increased 2.9% YoY to JPY416.5 billion, 
and operating income increased 2.7% YoY to JPY48.8 billion, with an operating margin of 11.7%. 

Net income attributable to owners of the parent company was JPY34.4 billion, up 7.1% YoY. As in H1, we 
recorded a gain on the sale of investment securities resulting from a reduction of cross-shareholdings as 
extraordinary income in Q3. 
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Page six shows the factors behind the changes in operating income. Despite the peak-out effect of large-scale 
projects and an increase in unprofitable projects, the gross profit margin rose by 0.3 percentage points YoY 
to 27.8%, driven by increased operating income due to the provision of high-value-added solutions and the 
promotion of productivity improvement measures, in addition to the increased income resulting from 
increased sales. 

In the first three quarters, unprofitable projects amounted to approximately JPY2.1 billion. In Q3 alone, this 
figure was approximately JPY700 million, including JPY300 million in offering service business and 
approximately JPY300 million in industrial IT business. Although it is still taking time for the results of our 
efforts to be seen, we will continue to work to enhance and disseminate quality control measures throughout 
the Group. 
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Please refer to page seven. This is a breakdown of sales by client sector. Overall, the positive trend continued, 
with the exception of credit card and public sectors, where sales were down due to the peak-out effect of 
large-scale development projects. Among them, service and assembly-based manufacturing sectors led the 
overall performance. 
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Page eight shows the status by segment. Offering service business saw increases in both sales and income, 
thanks to successfully capturing demand for IT investment in the enterprise, infrastructure and settlement 
areas, as well as the contribution to earnings from Nihon ICS, which became a subsidiary in the previous fiscal 
year, offsetting the impact of unprofitable projects. 

BPM posted higher sales and income, thanks to the acquisition of projects in the relatively profitable DX 
business, such as data maintenance, and the success of ongoing cost controls, despite the continued struggles 
in some existing BPO operations. 

Financial IT business saw a decline in both sales and income due to the peak-out effect of large-scale projects 
for core clients in the credit card sector and public financial institutions. 

Industrial IT business recorded increased sales and income, thanks to expanded IT investment in a wide range 
of industries, including services, manufacturing and distribution, despite a reactionary decline in large-scale 
manufacturing development projects. 

Regional IT Solutions saw sales and profits decline due to factors such as a reactionary drop in medical service 
solutions and one-off expenses recorded in Q2, despite the contribution to earnings from the expansion of IT 
investment demand from local governments from Q3. 
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Page nine through page 10 present the results for the three months of Q3. In particular, operating income 
increased by 6.9% YoY, and operating margin was 13%, marking a solid increase in profitability. Offering 
service business saw a more gradual increase in profits compared to H1, but continued to grow. Financial IT 
business was affected by the peak-out of large-scale development projects as expected, but we were able to 
limit the decline in sales and income by acquiring new projects, mainly from core clients in the credit card 
sector. 

Regional IT Solutions was able to reverse the downward trend in sales and income seen in H1, and recorded 
higher sales and income in Q3. 
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Beginning on page 11 is an explanation of the order status. First, overall orders received increased by 5% YoY 
to JPY382.8 billion, driven by software development. Financial IT business saw a decrease in overall orders 
received due to factors such as the peak-out of large-scale projects, but we were also able to win new projects, 
and succeeded in increasing development orders to a level on par with the same period of the previous year. 
In addition, in other segments such as offering services and industrial IT, orders received were also strong, 
especially in development. 
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Page 12 shows the order backlog at the end of the period. The overall order backlog also increased 9.7% YoY 
to JPY157.1 billion, driven by software development. In line with the trend in orders received, the order 
backlog increased strongly in all segments except for financial IT. 
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Page 13 shows orders status for the three months of Q3. In particular, development orders increased by more 
than 10% YoY in all segments, and we believe that we were able to firmly capture our clients’ aggressive IT 
investment appetite. 

These are the results for Q3. 
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I would like to describe our earnings forecast for the fiscal year ending March 2025. Please refer to page 15. 
This is the full-year earnings forecast for the fiscal year ending March 2025. There are no revisions to the full-
year earnings forecast for the fiscal year ending March 2025, as the results through Q3 were generally in line 
with the full-year plan. 

The Company plans to increase both sales and operating income, with net sales of JPY555 billion, up 1.1% YoY, 
and operating income of JPY66.5 billion, up 3% YoY. Given the progress rate against the full-year plan in the 
first nine months of the fiscal year and the favorable order situation, we are confident that we can achieve 
the full-year plan. 

Although the impact of passing the peak of large-scale development projects will continue in Q4 and beyond, 
we will continue to build up orders and curb unprofitable projects to further ensure the achievement of the 
medium-term management plan. This concludes my explanation. 

Moderator: Thank you very much. 
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Question & Answer 

 

Moderator [M]: We will now take questions from the audience. 

Please note that up to two questions can be asked per person at a time. Now let’s begin the question-and-
answer session. 

First of all, Mr. Ueno from Daiwa Securities, please ask your questions. 

Ueno [Q]: Then, I have two questions, so please answer them. 

The unprofitable projects generated JPY700 million in Q3, so simple math suggests that JPY700 million is 
incurred each quarter. Firstly, I would like to know the details of the JPY700 million incurred in Q3. Is it a 
project that still has some development time left, or is it something that involves risk, or is it fully reserved? 
You have also strengthened your development review system, but there is still a risk that some unprofitable 
projects will be abandoned this fiscal year. For example, in the case of orders received for the next fiscal year, 
the risk would be greatly reduced. First, please tell us about the unprofitable projects. 

Kawamura [A]: First of all, I will explain the breakdown of unprofitable projects in Q3. In offering services 
business, we recorded a loss of over JPY200 million on a payment-related project that was originally booked 
in Q2, but unfortunately the final figures ended up exceeding our expectations. However, the project itself 
has already been completed, so we consider this to be the end of the matter. 

Also, industrial IT business recorded the one for new order received from major client in the service industry. 
The reason for this is that we were taking over a project that was already underway, so we were not fully 
prepared for it. At this point, we have already dealt with the issues, including the re-planning, so we are now 
looking to make improvements from here. The remaining ones are small projects. 

Ueno [Q]: Regarding industrial IT, since it was a new project, you were unfamiliar with it. For example, was 
there a slight deviation in the specification design? 

Kawamura [A]: Since we are taking on this project, there were parts that we did not have sufficient know-
how for. We are dealing with these areas, and have a plan to make this area our own and deal with it in the 
future. 

Ueno [Q]: So, this will continue for a while yet? 

Kawamura [A]: Yes. 

Ueno [Q]: I understand. How about next fiscal year? You’ve strengthened your system a lot, and it looks like 
you’re doing well with the orders you’re taking and the projects you’re working on.  

Kawamura [A]: We carry out more stringent checks than before, both when orders are received and during 
the production process. In particular, there are issues with the accuracy of upstream processing, so we are re-
evaluating our monitoring processes, as well as enhancing our PM capabilities and strengthening the 
screening of upstream process proposals. We will work to identify and respond to problems as early as 
possible, before they become too serious, and we will strive to prevent them from occurring. 

Ueno [Q]: I understand. 
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My second question is about page 13 of the briefing materials. It shows the order status for the three-month 
period from October to December. Of these, the figures that are particularly strong are the 17.4% increase in 
industrial IT business and the 12% increase in Regional IT Solutions.  These are the main drivers of the increase 
in orders received. As you mentioned earlier, is this the result of a build-up of small and medium-sized projects, 
or is it the result of a steady flow of large-scale projects? Please also tell us about the expected sales 
contribution of the orders received. Please let me know if their contributions will be made soon or next year. 

Kawamura [A]: First of all, in industrial IT business, as we have been discussing, orders for SAP-related projects 
have been very strong, and orders for energy and business using Xenlon, which is one of our strengths, have 
also increased, contributing to the overall result. We think that these sales will be recorded from Q4 of this 
year to H1 of next year. 

Meanwhile, in Regional IT Solutions, we received large orders from local governments in Q2. We also received 
orders in Q3, which were worth several hundred million yen. We are continuing to accumulate orders in this 
way, and in addition to this, we are working with medium-sized clients in the medical and manufacturing 
industries. We are accumulating orders from a wide range of sources. 

Ueno [Q]: When should we look for sales contributions from these projects? 

Kawamura [A]: I think that the contribution to sales from Regional IT Solutions is expected to be relatively 
soon, in Q4. I think it will also remain in Q1 of the next fiscal year. I think it will be firmly linked to sales 
performance.  

Ueno [M]: Yes, I understand. My questions are over. Thank you for your answers. 

Kawamura [M]: Thank you. 

Moderator [M]: Thank you very much. 

For next question, Mr. Tanaka from Goldman Sachs, please go ahead. 

Tanaka [Q]: Thank you. I would like to ask you two questions. Firstly, you just explained the increase in orders 
for industrial IT. I would like to know whether these orders include a reasonable number of new projects that 
have become unprofitable this time. You said that this time you have already made provisions, but I think 
there is a risk that similar new projects could become unprofitable. How many of these new projects are 
included in this increase in orders? Please comment on this point. 

Kawamura [A]: New projects include both new projects for existing clients and new projects for entirely new 
clients. For SAP-related projects, this includes new projects for new clients, but for other areas, the majority 
of projects are essentially for existing clients with an additional contract or additional work. 

For new clients, we have also determined that there is currently no evidence of unprofitability, as the projects 
are related to Xenlon, which has led to successful projects. In terms of whether there are similar projects to 
the one we’ve just made a provision for; I don’t think there are similar projects. We want to make a profit by 
responding to the orders we have received. 

Tanaka [Q]: Okay, thank you. My second question relates to financial IT. Development orders increased 
significantly this quarter, so I would like to ask about the background to this increase. I think if you look at it 
on a quarterly basis, H1 was very volatile and tough. Is this a trend that is likely to continue? Could you please 
comment on the background and continuity of this trend? 
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Kawamura [A]: In financial IT, we received development orders worth JPY1.9 billion in Q3, which was 
extremely strong. 

In terms of continuity, as mentioned earlier, it is difficult to assess on a quarterly basis. Looking at Q3 and Q4 
as a whole, the increase in order intake in this quarter was due to growth in orders from existing core clients 
in the credit card and banking sectors. On the other hand, there were no negative factors for major projects, 
which were almost flat in Q3. If you look at H2 as a whole, there is still a peak-out effect from last year in this 
Q4, so I think that will be offset when you look at the total. 

Tanaka [Q]: I’d like to ask about the outlook for orders. You said that there was some volatility in the quarterly 
numbers. When you think about the next quarter, I think you said that it would be difficult to get orders for 
the platform service against the market trend. After three months, is the outlook for financial IT in the next 
quarter such that you can accumulate orders while absorbing the reactionary decline? Has your outlook 
changed from three months ago? If there has been a change, could you give us your comments? 

Kawamura [A]: I’m not saying there’s going to be a big change, but this quarter we’ve had a lot of orders from 
existing clients. Also in financial IT, we have a lot of orders in the pipeline as we continue to drive our 
modernization business, so we are making sales efforts to win new orders in Q4. That’s how we plan. 

Tanaka [M]: I see, thank you very much. That is all from me. 

Kawamura [M]: Thank you. 

Moderator [M]: Thank you very much. 

Ms. Sato from Jefferies, please ask your question. 

Sato [Q]: I would like to ask two questions. I think the double-digit growth in order intake in Q3 was very good. 
Compared to H1, it was a completely different story. Is this trend expected to continue into Q4? This is my 
first question. 

Kawamura [A]: Thank you. As mentioned in the previous question, the peak-out effect of major projects will 
still be reflected in Q4, so we expect this to have an impact of around JPY2 billion. In other areas we are 
steadily building up our track record. So as far as future trends are concerned, our aim is to steadily build up 
our order backlog. 

Sato [Q]: I’d like to ask about the overall results for Q3. I think there are points that are evaluated internally, 
and points that are not evaluated for unprofitable projects. If there are any figures that are better or worse 
than expected, please let me know. How did the actual results compare with the internal forecasts? 

Kawamura [A]: I think that we were able to exceed our internal targets for Q3. We believe that this is due to 
the fact that the overall order situation has been very good and we have been able to build up our order 
backlog, rather than any one area. 

On the other hand, as mentioned in the opening question, the fact that we have had unprofitable projects is 
something we need to think about seriously. In order to continue this trend in our business performance, we 
will work to control unprofitable projects and promote business activities that directly link orders to earnings. 

Sato [Q]: Is it correct to say that the orders received exceeded the internal figures? 

Kawamura [A]: Yes. 

Sato [M]: Thank you. That’s all from me. 



 
 

 

Support 
Japan 050.5212.7790   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
16 

 

Kawamura [M]: Thank you very much. 

Moderator [M]: Thank you very much. 

Next, Mr. Tsuruo from Citigroup Global Markets. 

Tsuruo [Q]: Thank you for allowing me to ask a question. Thank you. 

Kawamura [M]: Please ask your questions. 

Tsuruo [Q]: I have two questions. Firstly, if you have any thoughts on the outlook for unprofitable projects for 
the full year, please let us know. That is because you have not changed your forecast for operating income of 
JPY66.5 billion. Meanwhile, I think you said in Q2 that you planned to limit unprofitable projects to JPY500 
million in H2, bringing the total to JPY1.8 billion. At this point, what figures have you factored in as unprofitable 
projects, and why are you maintaining your operating income forecast at JPY66.5 billion? 

Kawamura [A]: Thank you. We are very disappointed with the unprofitable projects. On the other hand, we 
have been steadily improving profitability in a favorable order environment. It goes without saying that we 
will continue to minimize unprofitable projects and steadily increase orders in order to improve our 
profitability. 

This time, we have not changed the operating profit of JPY66.5 billion, because we made this plan in the hope 
that we would be able to cover the increase in unprofitable projects with higher profitability, and that we 
would be able to achieve our target without affecting this plan. We slightly exceeded our plan of JPY500 
million and ended up with JPY700 million, but we are confident that we can make up this JPY200 million by 
improving our profitability in Q3 and Q4. 

Tsuruo [Q]: I see. So, it seems that you are not planning to take on any unprofitable projects in Q4. 

Kawamura [A]: We try to minimize unprofitable projects, and even if there are some, we believe we can 
absorb them by improving our profitability. 

Tsuruo [Q]: I see. The second question is about our approach to the next fiscal year. The next fiscal year will 
be the second year of the medium-term management plan. Could you give us some guidance on the outlook 
for next year, such as price increases and expected cost increases? 

The reason I ask is that the profit margin is gradually increasing every quarter. When looking at the 
performance momentum for the next fiscal year, I wonder whether the growth rate will continue to improve, 
or not. I’m sorry, this may not be a very good question, but please answer it. 

Kawamura [A]: Thank you. We will explain our plans for the fiscal year ending March 2026 again around May 
this year. This is currently under consideration. We are currently in the process of steadily implementing our 
plan to achieve the final targets of our medium-term management plan, which ends in FY3 2027. Admittedly, 
H1 of this fiscal year was particularly difficult due to the peak-out effect of major projects, and we had initially 
planned for a decline in profits. However, we were able to turn this around and achieve an increase in profits. 
We believe that we have also been able to steadily increase profits in Q3. 

Of course, we believe that the plan for FY3/2026, the year before FY3/2027, is extremely important. Naturally, 
we believe that the plan for FY3/2026, the year before we reach FY3/2027, is extremely important. We have 
drawn up the plan with the idea of continuing this profit growth momentum and achieving our targets for 
FY3/2027. We hope to create a solid plan and share it with everyone. At a time when costs are rising and we 
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need to invest more than ever in human resources, we would like to share with you our plans after careful 
consideration of these factors. That’s all from me. 

Tsuruo [M]: Thank you very much. That’s all for my questions. 

Moderator [M]: Thank you very much. 

As there are no further questions, this concludes the question-and-answer session. Now, we would like to 
conclude with a few words from Mr. Kawamura. 

Kawamura [M]: Thank you very much for participating in today’s conference call for TIS Inc.’s financial results 
for Q3 of the fiscal year ending March 31, 2025. If you have any questions, please contact our IR staff during 
an individual interview or by phone, and we will be happy to answer them. We would like to ask for your 
continued support. 

Moderator [M]: This concludes the conference call. Thank you very much for your participation. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
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answer from the Company, or [M] neither asks nor answers a question. 
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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. 
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