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 Consolidated sales and OI for FY2017 increased YoY, despite 
some loss-making overseas subsidiaries. 

 I am especially proud of the Auto-ID Solutions business 
achieving record-high full-year OI. 

 The Japan business has successfully established a sustainable 
revenue base, rather than “one-off good performance,” 
through various initiatives that took place over the last two 
years. 

 The Overseas business, especially the base business, 
maintained a recovery momentum despite some sluggish 
subsidiaries.   

 The Materials business showed partial delays in R&D resulting 
in less costs than planned. 
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 By business segment, the Auto-ID Solutions business as a 
whole showed YoY increases in sales and OI. 

 Recording OI of about JPY 7.7 billion, up around 24% YoY in the 
Auto-ID Solutions business, was a significant footprint. 

 Consolidated OI exceeded the target of JPY 6.2 billion, revised 
upward on February 9th, 2018 from JPY 6.0 billion. 
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 Ordinary income was just about in line with the upward-
revised target of JPY 5.9 billion. 

 On the other hand, profit attributable to owners of parent 
missed the target of JPY 4.5 billion, details of which are 
discussed on the next slide. 
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 Full-year extraordinary income and losses were about JPY 600 
million net positive. 

 However, they were about JPY 1.0 billion net negative in Q4. 
 Factors causing these results are as listed on the slide. 

Restructuring loss and impairment loss from SATO Global 
Solutions (SGS) particularly had significant effects. 

 SGS is a software developer established in Florida, USA in 2015 
with the purpose of expanding solutions business globally. 

 Its development of retail IoT solutions delayed two years from 
the initial plan, resulting in huge OI losses over the last three 
years. 

 We decided to close the company to optimize the cost 
structure, allowing us to increase opportunities for 
commercialization of the high value-added solutions. 

 These are the factors behind us missing the target of profit 
attributable to owners of parent.   
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 An unusual QoQ OI decline in Q4 FY2017 was caused mainly by 
decrease in sales. 

 This was largely due to an excellent performance in Q3 and 
sluggish consumables sales in Q4 due mainly to bad weather. 

 Other expenses such as performance-based bonus and 
retirement of overseas inventories added to the negative 
impact on Q4 OI.  
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 Majority of increased costs in the Auto-ID Solutions business, 
such as HR and IT related costs, were intentionally spent to 
execute strategies. 

 Almost all of the SG&A increase in the Materials business 
stemmed from an increase in R&D expenses and goodwill 
amortization at DataLase.  
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 The Japan business saw an increase in sales and a significant 
growth in OI on back of positive trends in all verticals. Our 
internal initiatives worked well, even considering that the 
external environment worked in our favor. 

 OI ratio improved by 1.5 percentage points YoY due mainly to 
success in executing our strategy of expanding sales in 
mechatronics, printers in particular, that we have been focused 
on over the last two years.  
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 Demand for automation and efficiency has been growing, 
owing to labor shortage that customers in all verticals are 
facing. 

 Manufacturing, Logistics, Health Care and the Public sectors 
made significant progress in FY2017. 

 The retail sector showed steady progress reflecting our efforts 
from FY2016 to promote RFID and to penetrate e-commerce 
markets. 
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 Sales increase in mechatronics that have relatively high 
profitability contributed to the gain in gross profit. 

 SG&A increase includes incremental variable costs linked to 
increased sales in addition to the HR and IT related 
expenditures mentioned earlier. 
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 Sales and OI increased YoY despite some soft spots. 
 OI in Q4 of this fiscal year declined significantly due mainly to 

increases in R&D costs at SGS. 
 R&D costs for retail IoT solutions at SGS were booked as 

accounts payable in Japan with the assumption to provide 
them globally. However, in Q4, we decided to reverse the costs 
to SGS following its liquidation. This transaction had no impact 
on a consolidated basis. 
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 This slide explains the breakdown of the Overseas Auto-ID 
Solutions business. In Base business, the Americas and APAC 
saw YoY increases in sales and OI, while Europe increased sales 
but fell behind in OI. 

 In the Primary Labels business, sales grew but OI declined 
sharply due mainly to negative FX impact and up-front 
investment to expand business at Okil.   
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 Around 90% of gross profit decline resulted from investment 
costs to expand business at Okil. We aim to make this 
investment bear fruits from this fiscal year onward. 
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 Partial delays in R&D at DataLase, consolidated in FY2017, 
resulted in less costs than planned. 
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 Comments made on the previous slide apply here as well. 
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 There is no change in the dividend policy where we focus more 
on stable increases rather than any particular payout ratio. 

 The proposed full-year dividend for FY2017 is JPY 65 per share, 
and we plan to pay JPY 70 per share in FY2018.  
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 I will now explain our new medium-term management plan 
that span three years from FY2018 to FY2020. 
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 This is the order in which I will explain. 
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 This slide shows the structure and our review of the previous 
medium-term management plan. 

 The Japan business made a sound recovery and established a 
sustainable profit base. 

 As for the overseas business, we must admit that ambiguous 
measures and insufficient execution led to slow growth. 

 The new materials business carried too much uncertainty in its 
plan as the forecasts were based on commercialization of two 
of three yet-to-be-developed technologies, which will be 
discussed later. 
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 Based on these findings, we have refreshed the medium-term 
plan. The new one is designed to build a profit base and 
achieve sustainable growth by concentrating resources on the 
Auto-ID solutions business. 

 Our intention to strengthen the Auto-ID solutions business is 
not new, but I would like to clarify the difference between the 
old and new plans. 
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 This slide shows the structure of and changes made in the new 
medium-term management plan regarding the four strategies 
of (1) Overseas, (2) Japan, (3) Game changer & (4) Business 
management. The following are the three major status 
changes from the previous plan. 

 The first is making the overseas business our top 
priority. Convinced that the overseas business will be 
the growth driver in the mid- to long-term run, I took 
the initiative to reverse the order with the Japan 
business. 

 The second concerns Strategy 3, Game changer, that 
will focus on the development of new competitive 
technologies and solutions before pursuing their 
commercialization. Development and 
commercialization of RFID manufacturing technology 
and solutions is one example. Simply developing 
something doesn’t mean anything, so we emphasize 
“commercialization”.  
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 And thirdly, the business segment that was called New 
Materials in the previous plan has been renamed IDP 
Solutions, to reflect our focus on the development and 
commercialization of IDP technology. Since not all IDP 
technologies are fully developed as stated before, the 
process of development and commercialization will be 
managed carefully. The dotted line around IDP Solutions 
business indicates the fact that the technologies are not 
fully developed as of now. 
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 Here are the management objectives taking into account the 
aforementioned changes. The new plan runs for three years 
with our sights on FY2025 as well. 

 We aim to increase sales and profits with particular focus on 
the overseas business. Particular attention will also be paid to 
per capita productivity. 
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 Two points of note regarding the targets by segment are as 
follows: 

 The first is to grow the overseas business faster than 
ever. Considering the growth potential that we will 
discuss later, we plan to build a groundwork over the 
next three years on which we could achieve annual 
growth of 20 to 30% over the mid- to long-term run, 
believing 10 to 20% would not be good enough. 

 The second is to break even in operating income for 
the IDP Solutions business by FY2020. Details of the 
strategies will be explained later. 
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 This chart illustrates operating income targets by segment as 
listed on the previous slide. 

 Overseas operating income is forecast to exceed that of the 
Japan business by FY2025. 
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 We have three growth strategies. The first two provide the 
background to our management policy of concentrating 
resources on the Auto-ID Solutions business. 
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 This section explains the first growth strategy of growing and 
evolving the Auto-ID Solutions business. 

 The top part of the image on the left shows the global mega-
trends such as IoT and AI. Our customers — i.e., their  
management — are striving to ride these trends to take their 
businesses to new heights. On the other hand, their frontlines 
of operation face various challenges such as manpower 
shortage. This results in a wide gap between management’s 
perspective and reality faced at the operational frontlines. 

 SATO’s competitive Auto-ID solutions can help solve these 
challenges and fill the gap. 

 Despite common belief that the Japan market cannot hope for 
any noticeable growth, we have already seen examples of 
challenges being solved with innovative Auto-ID solutions. As I 
will explain later, the Auto-ID solutions market overseas is 
expected to grow even further. 

 It’s important for us to know that the Auto-ID solutions we 
provide must also change themselves. 
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 For the overseas business, it is imperative not to take a bird’s 
eye view but to identify management and frontline challenges 
by country, market and customer to continue creating actual 
solutions. The new medium-term plan aims to put the 
necessary structure in place. 
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 Let me give you an example of a solution suggested for a 
warehouse of MonotaRO Co., a major online store of industrial 
supplies. 

 A challenge in their warehouse was that picking productivity 
varied among workers depending on their experience. The 
Auto-ID solution that SATO provided for their problem was 
route navigation. This solution combines 3D mapping 
technology with a routing algorithm to map goods on a virtual 
warehouse and guide the shortest picking route to workers.  

 The solution enabled new workers to pick as productively as 
experienced ones, which led to an overall onsite productivity 
improvement of approximately 20%. 

 Similar challenges are reported at other online stores in 
industries such as apparel and daily goods. Currently, there are 
over 200 orders in the pipeline including those in the 
industries discussed here. 
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 This slide illustrates how much potential we have in our 
overseas business by country. 

 Based on our own calculation, the figures indicate the ratio of 
total revenue to GDP for each country we have presence in, 
setting Japan’s ratio at 100. 

 We consider the light blue area on the right to show the 
opportunities we potentially have in our overseas business. 
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 Here is another look at our overseas opportunities to put the 
previous slide into perspective. 

 It took 30 years for us to expand our market share in Japan to 
approximately 40%. Considering the circumstances, we are 
targeting mid- to long-term market share of 5% and sales of 
JPY 110 billion, which equates to 2.5 times the sales in FY17. 

 There is particular potential in Asia and North America where 
we need to focus on. 

 We aim to meet these targets by firmly aligning our strategies 
with investment plans. 
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 Manufacturing, food & beverage, retail and health care are the 
four markets that our overseas operations will target in 
common. The selection is based on global trends and areas 
where SATO can best exert its expertise. 

 As there are obvious differences between customers in 
different countries, our group companies in each country will 
target markets depending on their respective priorities. 
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 I will move on to talk about the second growth strategy of 
creating and expanding business through global alliances. 

 There are five ways of doing it. The first is to develop and sell 
by ourselves Auto-ID solutions with competitiveness and high 
customer value discussed earlier. The second way is to ask our 
partners who understand the value of our solutions to sell 
them on our behalf so that we can speed up and expand sales. 
The third is to enhance customer value by selling combinations 
of SATO’s and partners’ solutions. As an example, we will be 
providing combinations of warehouse labor management 
solutions from JDA, a global leading provider of supply chain 
solutions, and those of SATO we looked at earlier to customers 
of one another. SATO’s Visual Warehouse solution will digitize 
position information of workers, forklifts and goods at 
customers’ warehouses so that it can be visualized and 
analyzed. JDA’s labor management system will then utilize the 
information to help enhance warehouse productivity. 

 In these ways, we can create many useful solutions in a short  
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timeframe for more customers to take advantage of. And from 
there, we would capture new needs and reflect them into the 
next new solution, to keep a positive cycle going. 

 To introduce a few partners, we are already tying up with JBCC, 
who has numerous workflow development businesses in Japan 
and Asia; Manhattan Associates, a solutions provider and global 
leader in the field of warehouse management system, and JDA, 
mentioned earlier. 
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 Discussed here is the third growth strategy of commercializing 
IDP technology-based solutions. 

 IDP (Inline Digital Printing) is a unique printing technology 
using special heat-reactive pigments to be mixed with ink and 
then coated on surfaces of carton boxes and packages before 
being exposed to laser heat to change color and thus print. 

 This slide shows the business model. There are several 
scenarios. One would be to sell the special pigments to ink 
manufacturers, and another would be to buy ink from ink 
manufacturers and mix pigment to it to sell to converters, who 
would print the carton boxes and packages. There is another 
way of selling to converters and brand owners solutions that 
combine the above materials with lasers, including software. 

 We intend to spread this IDP business model worldwide. 
 Of the various values IDP technology can provide, reduction of 

SKU would be one that converters and brand owners could 
especially appreciate. For brand owners and retail stores, it can 
offer opportunities to enhance sales and profits by promoting  
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personalized packages to consumers. 
 By seeing from the perspective of consumer value, SATO can 

provide brand owners and retail stores the new value of 
enhancing sales and profits. This would be a B2B2C model. 
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 This slide describes how we would expand the IDP solutions 
business based on commercialization schedules of various IDP 
technologies. 

 FY2019 — Phase 2 — expects to see commercialization of 
VariprintTM pigments with dedicated, new lasers. Currently, we 
are seeing encouraging progress in their development and 
customer interests. 

 Phase 3 plans commercialization of multi-color Infinity 
pigments with yet another new set of lasers by FY2021. 

 We are co-developing the new lasers with various partners. 
 We are making progress in the Phase 2 development and 

commercialization, reflecting requirements from eager 
converters providing bottles and cups to global brands. To give 
you a sense of the potential business volume, there are 1 
trillion bottles produced annually on a global basis, of which 
one of the top converters holds a 30% market share that 
translates to 300 billion bottles. Although it may be unrealistic 
to assume SATO winning all of that business, we are making  
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forward-looking investments to capture this huge potential. We 
intend to manage the project carefully towards 
commercialization. 
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 This is how the commercialization schedule on the previous 
slide would look like in terms of sales and operating income. 
Phase 3 is not included in these figures. 

 We are targeting breakeven of the IDP business in FY2020. We 
will work toward converting potential talks with eagerly-
interested customers into profits, while deploying this 
technology to other customers as well. 
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 These are the focal areas to which to allocate resources. 
 Each of the listed investment plans is firmly linked to the 

strategies in the new medium-term management plan. 
 The key mindset that I hope to emphasize here is not in just 

executing these strategies and investments but in maximizing 
their effects by relentlessly strengthening the collaboration 
between our Japan and overseas businesses. 

 We have a wealth of success stories in Japan amassed over the 
years. We plan to transplant these assets of talent, knowhow, 
tools, systems and operation to our overseas business. This will 
be driven within Strategy 4, Business management, which 
provides the basis of the other strategies and investments. 

 The following slides will shed light on three particularly 
characteristic areas of this investment plan. 
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 Firstly, let us take a look at the most important area that 
relates to all strategies and investments: investing in personnel 
who would drive our Auto-ID solutions business worldwide. 

 We would hire and train personnel to a level where they can 
provide Auto-ID solutions on their own initiative and be sent 
overseas. Asia would be the first destination for them to 
experience overseas business, as it absorbs many operations 
of our Japanese customers and shares the same business 
model as in Japan. The successful ones with exceptional 
performance will then be sent to the Americas and Europe. It 
will take time but we will ensure that this cycle works. 

 There is a small change already taking place, where we have 
decided to send the head of a business department in Japan 
with vast experience in the Auto-ID solutions field to a 
particular country where we are thinking of setting up a new 
operation. Previously, we would have sent someone within the 
overseas business department to investigate prospective 
markets, but we decided this time around to send this head to  
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conduct feasibility study and find out onsite requirements, size, 
supply chain and partners of the potential business and to 
decide on whether or not to set up the operation within a 
relatively short span of time. 
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 This slide explains our investment in in-house development of 
high-speed RFID manufacturing equipment. 

 To give you an understanding on why we want to develop RFID 
manufacturing equipment in-house in addition to selling RFID 
tags, we have highlighted the potential in the global health 
care market as an example. 

 The potential shown here includes orders we have already 
won but we intend to monetize more of it with the benefits of 
in-house development of equipment such as high readability, 
high quality and the capability of matching antenna designs to 
customer requirements. 

 Current inlays(*) tend to be mass-produced in limited sizes to 
reduce cost and enhance productivity. In actual operations, the 
size may not match, for example, the tags and/or labels for 
small goods. Because we design antennas in-house, SATO can 
flexibly provide tags and labels with inlays matching customer 
goods and actual operations. This naturally leads to higher 
readability. 
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      (*)An “inlay” is an antenna with an IC chip that can be 
converted to a tag or a label through a secondary process. 
 The low defect rate as a result of the in-house end-to-end 

production is another important aspect of our competitiveness. 
By nature, when an RFID tag cannot be read within the supply 
chain, the recovery work can be quite laborious. Keeping our 
customers free of such recovery work with high quality tags is 
one reason why SATO enjoys high recognition. 
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 The last of the three areas we highlight is investment in 
research and development of strategic printer models. 

 The CLNX series, released in FY2014 with its high value-add, 
maintains a high level of gross profit margin, thanks to positive 
customer responses to the preventative maintenance value in 
SOS (SATO Online Services) preinstalled in the printers and our 
global maintenance network. The series has, in fact, 
contributed significantly to improve the company’s 
profitability. 

 In March 2018, SATO released FX3-LX, another global model 
offering the same value as the CLNX series. This printer comes 
with a 7 inch touchscreen and is equipped with an Android OS, 
capable of providing customers applications suited to their 
requirements and onsite operations. With various negotiations 
already under way, we expect FX3-LX to be one of the driving 
forces going forward. Furthermore, a new compact printer is 
due out in FY2019. We endeavor to explore market 
opportunities with these new printer models the same way we 
had with CLNX and pursue high gross profit margins with high  

41 



added value on similar platforms. 
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 This slide shows our roadmap to higher capital efficiency. 
 We will duly conduct the aforementioned strategies and 

investments toward achieving ROE of 12% in FY2020 as we run 
PDCA in our actions.  
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 This slide reviews the previous medium-term plan’s roadmap, 
showing examples of initiatives that took place in FY2017 to 
boost capital efficiency. 
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 Lastly, I would like to explain our FY2018 consolidated financial 
targets. 
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 We aim to increase sales and OI by 5.8％ and 16.8% YoY 
respectively.  
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 By business segment, OI in the Overseas business expects to 
increase significantly by 66.1% YoY. 

 Operating loss in the IDP Solutions business expects to 
increase due to incremental R&D costs caused by delays in 
R&D in FY2017. 

 On a consolidated basis, we aim for sales of JPY 120 billion and 
OI of JPY 7.3 billion. 
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 Major initiatives by segment are shown on this slide. 
 The most important point is to focus on the Overseas business, 

ensuring strategies and investments are firmly connected and 
collaboration between Japan and Overseas operations are 
strengthened. At the same time, we will optimize our 
operations in various aspects including organizational structure, 
talents, tools and systems, and achieve successful results.  
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