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● We will begin with our business performance in the first half of
FY2020, then we will cover our Medium-term Management Plan.
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● Here we explain our monthly sales trends by region.
● After bottoming out in May, business recovered particularly overseas.
● Recovery began in the Americas and Europe in June. Consumables
orders began returning in retail in the Americas in particular, and thanks to
new orders, sales surpassed last year levels in September.
● On the other hand, our recovery in Japan during June was due to large
orders we had received the previous fiscal year. The recovery slowed down
from July onward and business remains sluggish.
● Business dealings have been increasing overall since the second quarter
began, but we expect sales to be booked from these in the fourth quarter
or later.
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● The summary is as described here.
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● The figures from the summary on the previous slide are as shown
here.
● Foreign exchange had a negative impact of 1,200 million yen on
consolidated total sales.
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● This slide shows our total sales and operating income in the
second quarter alone.
● Our business trended toward recovery in the second quarter, and
the year-on-year decrease in our consolidated total sales improved
from -16.9% in the first quester to -10.8%.

6

● These are our consolidated results in the first half.
● In September, we transferred all shares of DataLase.
● In doing so, we recorded deferred corporate income taxes related
to DataLase’s impairment loss last fiscal year.
● As a result, despite the disappointing performance, net profit
increased year-on-year.
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● These are our consolidated performance results in the second
quarter alone.
● For the same reason as in the previous slide, net profit for the
quarter increased year-on-year.
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● From here we will explain the performances of the breakdowns in
the second quarter alone.
● Business recovery overseas has varied by area, but overall we do
see a recovery trend.
● Operating income increased year-on-year, and operating income
ratio improved 1.2 percentage points year-on-year.
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● In our Base business, sales and profit decreased year-on-year as
business improved but not enough to overcome the steep drop off in
the first quarter.
● In our Primary Labels business, sales and profit increased on a
local currency basis supported by strong demand in essential
industries.
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● In our Base business in the Americas, profit increased significantly
due largely to expanded re-openings of retailers.
● In our Primary Labels business, sales and profit increased on a
local currency basis as we captured increased demand in Argentina
and Brazil as stated in the comments above.
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● In our Base business in Europe, profit increased thanks to a
recovery in the second quarter mainly in retail, along with cost
reductions.
● In our Primary Labels business, sales and profit increased due to
new orders received through sales activities from last fiscal year and
cost reductions, in addition to increased demand from stay-home
consumption.
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● In Asia and Oceania, many of our customers are manufacturers so
the regional recovery is taking time. Sales and profit thus decreased.
● China recovered earlier than elsewhere, and sales there increased
slightly year-on-year.
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● In Japan, we increased business dealings by expanding our online
sales.
● However, sales and profit decreased due to the impact of the
coronavirus pandemic and longer lead times for business dealings as
solutions became more sophisticated.
● Operating income decreased significantly due to lower sales and
lower gross profit margins from adverse product mix.
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● Details by vertical in Japan for the second quarter will be explained
in the following slide.
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● Details by vertical in Japan are as follows.
● In manufacturing, recovery was slow and the decline in sales was
the largest among verticals. However, demand is strong for
automation and RFID and we are working to capture it.
● In logistics, business in e-commerce is brisk, but sluggishness in
wholesale which comprises a large portion of sales had a negative
effect.
● Retail/apparel: Specialty stores performed poorly, but
supermarkets and drug stores performed well.
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● In health care, outpatients have continued to stay at significantly
low levels, thus mechatronics and consumables sales have struggled.
● In food and beverage, sales decreased for consumables in
particular as the business climate for restaurants was harsh.
● In the public sector, sales in mechatronics increased thanks to
large-volume orders.
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● In IDP business, we reduced operating losses with the impairment
of goodwill at the end of last fiscal year and by curtailing R&D
expenses.
● In September, we transferred all shares of DataLase.
● We will explain in more detail about our withdrawal from the IDP
business in the next slide.
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● The aim at the time of acquiring DataLase was printing on food &
beverage packages using multi-color technology.
● However, development was significantly delayed due to technical
issues, hence we decided to withdraw.
● Going forward, we will place higher emphasis on due diligence
from a technological perspective and stay close to our core business
in our acquisition and alliance strategy.
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● We apologize for being late to disclose our dividend projection.
● Continuing our policy of stable dividends payouts, our interim
dividend this fiscal year will be 35 yen, and our year-end dividend is
also forecasted to be 35 yen, thus totaling 70 yen for the fiscal year.
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● We also apologize for being late to disclose our performance
projections.
● This fiscal year we are projecting lower sales and significantly
lower profit.
● In terms of net profit for the year, we will record an extraordinary
gain involving the transfer of fixed assets announced in September of
last year, and we are therefore projecting a significant increase in net
profit after the net loss last fiscal year.
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● Now we will discuss our Medium-term Management Plan for
FY2020 through 2022.
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● Following new needs for Auto-ID solutions arising from the
coronavirus pandemic and the withdrawal from the IDP business, we
will continue pursuing the main policy of our growth strategy, to stay
close to our core business.
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● Looking back on the efforts we have made in pursuit of our growth
strategy, overseas the core focus of these efforts has been to
facilitate understanding of the importance of koto-uri and instill it in
business activities, while in Japan our focus has been to evolve kotouri.
● Overseas, progress has been slower than expected. The reasons
include external factors such as international trade fiction and the
pandemic. Internally, it has taken longer than expected to build
collaborative frameworks between Japan and overseas.
● However, we did make progress by building a headquarters
structure to support global offices in April. As a result, we feel that
collaboration between Japan and overseas offices has moved forward
even despite the coronavirus pandemic. We have bolstered our
business dealings by supporting global offices and by collaborating in
both the market and application bases of the structure.
● Tie-ups with partners have also increased. This seems to show
that koto-uri is producing some positive effects.
● We will explain more about our overseas achievements starting on
the next slide.
● In Japan, we were impacted by the external environment, but our
progress was generally in line with our plan. We achieved some
particularly positive results from ongoing market and industry
oriented efforts.
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● In terms of overseas achievements, we built a CRM system and
our headquarters marketing team created marketing tools by the end
of last fiscal year.
● We are making the most of them this year to drive business. We
are also providing specific, specialized market and application
oriented support as mentioned in the previous slide.
● As a result, we are starting to see results from bolstering koto-uri
and partnerships by country, market, and industry.
● The left side here shows a success case involving orders from a
customer that is a major retailer in the US.
● This customer had been using printers from multiple suppliers and
was struggling to centrally manage them. We reached a deal with
them by proposing a solution to their problem utilizing our
intelligence embedded printers.
● Another deciding factor in this proposal was the asset
management tool offered through collaboration with a partner.
● The right side here shows the case of a marketing tool created in
Japan for the retail industry, localized to accommodate local
circumstances and needs.
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● The left side here describes how data that has been visualized in
CRM accelerates PDCA cycles by serving as the basis for local staff in
India to regularly communicate with global sales headquarters, share
their issues, and execute specific measures along with the team in
charge of that market.
● We are receiving more koto-uri orders through collaboration with
local partners, and our business performance is quickly recovering
despite being impacted by the pandemic.
● The right side shows how our headquarters marketing team and
the teams in charge of markets are playing central roles in
accelerating the sharing of information globally.
● Particularly because the common global issue of the coronavirus
pandemic is looming, we are creating and offering global solutions.
● Here we present examples of these in food delivery and RFID
solutions.
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● Here we will share the progress we have made in the third pillar of
our growth strategy, to create B2B2C business.
● In health care, we are providing a solution that uses RFID to tag
infusion bags, medicine capsules, and bottles, in order to trace the
treatment and medication history of patients.
● For food & beverage, we are providing special tags that attach IDs
to high-end wines and log their temperature history among other
factors to establish traceability. The red tag shown in this picture was
a special product with a lock function. Proposing it enabled us to
close a deal. Currently we are working to roll it out to similar
customers.
● In retail, we conducted demo tests at Tsuruha Drug stores. With
positioning technology at its core, this solution increases sales
through better shopping experience by analyzing data on customer
movement paths through the store before making their purchases, in
combination with actual POS data in order to show the relationship
between customer behavior and their purchases. This enables the
drug store chain to design more appealing store layouts and create
new types of shopping experiences.
● With initiatives such as these, we are leveraging a diverse array of
auto-ID technologies to create new B2B2C business.
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●This slide shows the framework of our Medium-term Management
Plan for FY2020 through 2022 as of May of this year.
●As explained earlier, we withdrew from IDP solutions in “(3) Game
change” part of the plan in September this year.
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● Due to changes in the environment brought about by the
coronavirus pandemic and our withdrawal from the IDP business, we
have changed the framework of the plan. We have re-formulated our
growth strategy in light of our future vision defined in April this year
when formulating the brand statement on the right.
● B2B2C business is positioned as a growth strategy that is in line
with our market-specific strategies in Auto-ID Solutions business,
showing a chronological relationship.
● Auto-ID Solutions is the core of our business. We will further
bolster country and market-specific strategies that have been
successful, and at the same time strengthen partnerships.
● Overseas, we will drive growth by instilling koto-uri.
● In Japan, we will make greater effort to evolve koto-uri and
improve profitability.
● For managing the Group, we will strengthen our sustainable
management base to steadfastly increase our corporate value.
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● Now we will explain each of our strategies in more detail.
● To strengthen our strategies for each market, we formulated
market concepts as our visions for each market based on our vision
for the SATO Group, in order to further strengthen our marketspecific strategies which are starting to produce results. We intend to
grow our business according to these strategies.
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● Up until this point, our initiatives were admittedly in response to
issues as they became evident.
● Going forward, we will actively project SATO’S role and our
contributions to society, according to our concept – in other words
our vision – for each market, and the story of how SATO is a step
ahead of technological changes and is anticipating the future market
environment.
● By vigorously advocating these messages, we aim to change our
employees’ behavior, make customers and strategic partners feel
closer to us and expect more from us, then turn this into business
strength and growth.
● If we always keep our sights firmly set on the future, we believe it
will also have a positive effect on the development of our unbeatable
offerings, our printers, consumables, solutions, maintenance services,
and more, and we will be able to grow sustainable businesses globally.
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● For example, in the current retail/apparel market, the main value we
provide is support for cost reduction rooted in improving productivity at
stores, and we are also expanding sales of similar solutions overseas.
● We are helping to make “Smart Shopping” a reality by supporting
efficiency improvements in supermarkets, convenience stores, and more.
● As the move to e-commerce gains momentum amid the pandemic, it will
be imperative in the retail industry to acquire, analyze, and utilize data that
reflects changes in consumer behavior and purchasing mentality.
● The move to omnichannel is progressing, and boosting sales by
improving the in-store and online purchasing experience of consumers will
be a business challenge for our retail customers.
● To meet these needs, we will work with partners such as social media
companies, payment systems operators, and advertising agencies, and
expand our domain from in-store efficiency improvements to consumer
lifestyles. Doing so, we will offer solutions that help to boost sales with a
focus on the purchasing experience.
● When we define and advocate such concepts and stories with sights set
on the near future, SATO’s role will be more apparent to the world. Our
customers will feel closer to us and have more expectation for our potential.
● If we also turn this into collaborative business in industries and with
business partners where we currently have no affiliation, we will be able to
find ways to further expand our business in the retail market.
● Looking to the future we aim to expand the value we provide into a
solutions business that ranges from the in-store field to the fields of
consumer lifestyles and the formation of sustainable communities, for
deployment in a broader range of markets.
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● We will explain this even more specifically.
● Currently our customers’ challenge is to make their store
operations more efficient using printers, labels, and readers. However,
as previously stated, looking at the near future their business
challenge will be to improve consumers’ purchasing experience. We
consider this to be the “Smart Living” stage.
● In addressing this challenge, we will improve consumers’
purchasing experiences while also helping increase sales for our
customers in retail by aiding the visualization of consumers’ behavior
before they make their purchases and translating it into better display
arrangements and more use of digital signage as shown earlier in the
story of Tsuruha Drug stores. This is also an example of B2B2C
business.
● We would like to provide explanations of specific success cases,
offerings, and monetization plans in due course.
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● Now we will explain individual initiatives overseas and in Japan.
● Overseas, we have been producing results since establishing the
global sales headquarters, and we will steadily proceed with this
initiative while strengthening alliances – especially with industry
expert partners.
● We will particularly focus on printers and consumables, bolstering
our lineup of differentiated products in each industry.
● We will also assign people to be specifically in charge of each
market in top priority countries and have them work closely with
teams in charge of markets at headquarters to drive business growth.
● Meanwhile, in Japan boosting profitability amid the coronavirus
pandemic is a pressing issue.
● We will drive profitability from the four angles of sharpening our
unbeatable offerings, revamping our sales practices, optimizing the
entire SATO value chain, and reducing costs.
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● In Japan we are seeing more complex and intricate solutions
employing technologies such as RFID and positioning. We are also
facing longer lead times for business dealings due to the pandemic, and
less deals being closed.
● At the same time, there is increasing demand for ensuring social
distance and avoiding the “3Cs”, as well as further visualization of
supply chains.
● While we can expect business to recover and grow with the
economy, we will need to make internal reforms that shorten the time
it takes to negotiate business, close more deals, and drive profitability
in order to stay ahead of the needs and achieve continuous growth with
greater certainty.
● To that end, we are focusing efforts on the following four areas.
● We will sharpen our unbeatable offerings (differentiated products)
for each target industry and usage application. We will globalize and
standardize printers, consumables, solutions and maintenance services
and increase the speed at which we package our services, all with
sellability in mind.
● We will have employees in job types that interface with customers
participate in the closing of business deals with existing customers,
collaborate more with industry expert partners, and expand our points
of contact (improve the productivity of our salespeople).
● We aim to improve our labor productivity and shift resources to high
value-added work by innovating operations to optimize the SATO value
chain.
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● We aim to improve gross profit by achieving additional cost
reductions.
● Through these efforts we aim for a roughly 2-percentage point
increase in operating income ratio in Japan by FY2025 compared to
FY2019.
● The IT infrastructure that will go into operation in FY2024 will
reduce SG&A expenses by greatly improving labor productivity, while
also freeing up human resources who can be shifted to high valueadded work, and further improving our sales productivity (expanding
points of contact).
●This new IT infrastructure will also make implicit sales know-how
explicit and help to further revamp our sales practices.
● With these initiatives, we aim to improve our mid to long-term
profitability.
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● With the aforementioned initiatives, we are targeting sales of
118,500 million yen, operating income of 8,800 million yen,
operating income ratio of 7.4%, and ROIC of 8.0% in FY2022.
● Our sales CAGR would be 0.6%, but we are aiming for 5.7% in
operating income.
● For this Medium-term Management Plan we are using return on
invested capital (ROIC) in place of ROE used previously. We will strive
to achieve this target as a metric for how efficiently invested capital is
generating operating income.
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● These are our projections by business segment.
● For Japan, the red figures exclude revenue recognition impact.
Under the accounting standards that will be applied starting in
FY2021, maintenance contracts will go from being recorded as sales
all at once to being divided proportionally over a set period of time.
As a result, there is a difference from the assumptions of the past
performances. On the graph, the red figures exclude this impact.
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● This slide shows our forecasted change in the compositions of
various markets in Japan and overseas.
● Overseas we expect manufacturing and food & beverage to
increase their compositions, and in Japan we expect the composition
of health care to grow.
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● Here we will explain our approach regarding cash allocation.
● The cash that we generate during the term of the current Mediumterm Plan is planned to be allocated mainly to business investment.
● We have categorized business investment as strategic investment
in either auto-ID solutions growth or sustainable growth, and this
table shows the areas to receive major allocations in each category
along with the corresponding impacts.
● The pie chart on the right shows the ratios at which we will
allocate funds to these two categories.
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● These are our measures to improve ROIC.
● We are aiming to achieve ROIC of 8.0% in FY2022 through the
initiatives shown on the right side of the slide.
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