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Presentation 

 

Moderator: Thank you all for your patience. The time has arrived, so we will now begin the IR meeting for 
the fiscal year ending March 31, 2023, of Japan Elevator Service Holdings Co., Ltd. Thank you very much for 
taking time out of your busy schedules to join us today. 

To begin, I would like to introduce today's attendees. From the left, facing everyone, is Katsushi Ishida, 
Representative Director CEO. Kimihiko Imamura, Deputy President and Executive Officer, CFO. They are the 
two attendees for today. 

Next, I will explain our dividend policy. We have prepared the materials for you all today. The first item is 
the financial results briefing for the fiscal year ended March 31, 2023; the second item is the financial 
statements for the fiscal year ended March 31, 2023; the third item is the supplementary materials for the 
fiscal year ended March 31, 2023; and the fourth item is the question-and-answer session. 

As for the flow of today's presentation, Representative Director Ishida will first provide the financial results 
for the fiscal year ended March 31, 2023, explain the progress of the Vision 2027 Medium-Term 
Management Plan, and explain our initiatives for the fiscal year ending March 31, 2024. 

Next, Deputy President Imamura will explain the financial forecast for the fiscal year ending March 31, 2024, 
and the financial strategy in the medium-term management plan.  

And finally, we will shift to the question-and-answer session. The entire event will last approximately one 
hour and is scheduled to end around 4:30 PM.  

Now then, Representative Director Ishida, if you would kindly begin. 

Ishida: My name is Katsushi Ishida, Representative Director CEO of Japan Elevator Service. Thank you very 
much for taking the time today to participate in the IR meeting for the fiscal year ending March 31, 2023 of 
Japan Elevator Service. 

I will begin with an overview of our financial results for the fiscal year ended March 31, 2023, and our 
initiatives for the fiscal year ending March 31, 2024, the second year of our Medium-Term Management 
Plan: VISION2027. 
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First, let me review the financial results for the fiscal year ended March 31, 2023. For the fiscal year ended 
March 31, 2023, net sales increased 17.3% YoY to JPY34.9 billion, and operating profit rose 21.8% to JPY5 
billion. The operating margin improved by 0.6 percentage points to 14.4%. 

The increase in revenues was due to a steady increase in the number of elevator maintenance contracts as 
well as proactive responses to rising demand for modernizations. The shortage of parts has slowed repair 
sales, without which the operating margin could have exceeded 15%. 
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Please turn to the next page. The main achievements are listed. 

The number of elevator maintenance contracts in Japan totaled 88,630 units, up 12.2% from the end of the 
previous fiscal year. The net increase was 9,630 units. This represents a net increase of almost 10,000 units 
achieved without M&A. 

Shipments of modernizations totaled 1,530 units, up 30% from the same period last year. In order to meet 
strong demand, we have strengthened our logistics system and currently handle 150 units per month. 

As for LiftSPOT, a digital signage service equipped with security cameras, we achieved our immediate goal of 
installing 10,000 units. 

To support this growth over the long term, we are strengthening our ESG initiatives, which are summarized 
in our Sustainability Report, published in March 2023. 

We hired a good balance of new graduates and mid-career workers and strengthened our engineering and 
sales staff. 
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Please turn to the next page.  

In terms of shareholder returns, we intend to maintain a dividend payout ratio of 40% or more and continue 
to increase dividends, which we have been doing since listing, along with profit growth. 

Since net income for the fiscal year ended March 31, 2023 increased by 15.6%, we would like to raise the 
dividend by JPY3 to JPY17, up from the previous JPY1 increase, for approval by the general meeting of 
shareholders. 
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Please turn to the next page. 

From here, I will explain our policies to realize the goals of our Medium-Term Management Plan: 
VISION2027, which was announced in May 2022. 

The page you see is a summary of our main initiatives. One year has passed, and all are progressing well, 
with no changes to our targets. 

The fiscal year ending March 31, 2024 is the second year of the project, and I will explain its main initiatives 
in the subsequent slides. 
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Please turn to the next page. First, let me explain our view of the domestic elevator and other maintenance 
markets. 

We estimate that the number of elevators and other maintenance contracts in Japan is approximately 1.1 
million units, but there are more than 20,000 new installations by manufacturers each year. Excluding 
removals and demolitions, the maintenance market continues to grow at 1% to 2%. 

Japanese manufacturers are involved in everything, from manufacturing and sales to maintenance and 
inspection of elevators. Still, their business model is to reduce profits from manufacturing and sales and 
recover them through maintenance, which makes maintenance fees relatively high. 

With prices for various products and services rising, an increasing number of customers are switching from 
manufacturer-based elevator maintenance to independent maintenance companies, with independent 
maintenance companies now holding 20% of the market share. 

Our current market share is estimated at 8%. This was approximately 1 percentage point higher than at the 
end of the previous period. Our strength is that we are able to offer our customers a choice that differs from 
both manufacturers and other independent maintenance companies by providing services comparable to 
those of manufacturers at 20% to 50% less cost. 

While the number of new units installed by manufacturers exceeds 20,000 units per year, the number of 
units maintained and managed by manufacturers has increased by only a few thousand yearly. This is 
because existing elevator maintenance contracts are flowing to independent companies. Our net increase 
was almost 10,000 units, meaning we have captured most of the elevators that flow to independent systems. 
In Europe and the United States, it is common for the independent share to exceed 50%, and Japan is 
expected to slowly approach that level over the long term. 
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These are significant demand opportunities for the Company. In order to capture these opportunities, the 
Company will continue to focus on strengthening its sales force and securing high-quality technical 
personnel to achieve high growth and profitability. 

 

Please turn to the next page. 

This graph shows the number of new elevators built in Japan. 

Since the real estate bubble of the late 1980s, the number of new elevators and other new construction has 
risen substantially. The legal depreciation period for elevators is 17 years, but with proper maintenance, 
keeping them in safe operation for 20 years or 30 years is possible. 

However, if the manufacturer stops supplying parts for older elevators, maintenance becomes more difficult, 
so there is a growing need for modernizations to replace the core components of these elevators. Demand 
is expected to remain very strong over the long term. In addition to responding to the modernization 
business of our existing clients, we intend to strengthen our modernization business as an important 
channel for acquiring new contracts. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
9 

 

 

Please turn to the next page.  

I will explain our efforts to strengthen our sales force to accelerate the net increase in the number of 
maintenance contracts. 

Due to sales staffing in the West Japan region, the number of maintenance contracts in the West Japan 
region for the fiscal year ended March 31, 2023 achieved a high growth of 30% over the previous year. 
There is still much room for development, and in the fiscal year ending March 31, 2024, we will continue to 
aggressively hire people and place them in untapped areas. 

Target customers are captured in four segments: building management companies, large corporations, 
general corporations, and public institutions; sales activities are clarified accordingly. We will create an 
environment where core systems and CRM information can be effectively utilized to reduce the 
administrative workload and allow more time to spend communicating with customers. We believe this will 
enable us to increase the number of units acquired per salesperson. 
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Please turn to the next page.  

As mentioned earlier in the explanation of the market environment, modernization demand is very strong, 
and we view this business as important for strengthening relationships with existing customers and 
acquiring new customers. 

The increase in shipments will be handled by increasing the number of personnel, and construction of the 
Kansai JIC is scheduled to be completed at the end of this fiscal year. Currently, products and parts are 
managed centrally at JIC in Wako and transported from Wako to customers in western Japan. Still, 
completing the Kansai JIC will enable faster delivery to customers and significantly reduce transportation 
costs. 

In addition, providing a large parts center in Kansai will strengthen the Group's overall ability to respond to 
breakdowns, leading to improved service and increased sales. 
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Please turn to the next page.  

I will explain the strengthening of the maintenance and repair system. 

In March of this year, Hokuriku Shisetsu Co., Ltd. became an affiliate of the JES Group, establishing a 
foothold for expansion into the Hokuriku region. In the current fiscal year, we have opened offices in Sendai, 
Himeji, and Kagoshima, bringing the total number of offices to 135. 

While our strength is to provide maintenance and inspection services with quality comparable to that of 
manufacturers, it will be important to maintain the quality of our technical staff and ensure a sufficient 
structure over the medium to long term as we increase the number of maintenance contracts. 

Although we used to mainly hire mid-career workers, we have expanded to hire more than 100 new 
graduates since last fiscal year. This fiscal year we also hired a record 123 new graduates for our engineering 
staff.  

While quality control through training programs has become more important than ever, it is also important 
to take into consideration the job satisfaction of engineers who have become full-fledged professionals. For 
this reason, we are expanding our system to respond to technicians who have acquired operational 
knowledge, including not only knowledge of the elevator and escalator maintenance business in general, but 
also the know-how to instruct younger employees by treating them well. 
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Please turn to the next page.  

Other new initiatives will also be explained. 

As for LiftSPOT, a digital signage service equipped with security cameras, we have cleared our immediate 
goal of installing 10,000 units. In the future, we aim to accelerate the growth of advertising revenue by 
strengthening the installation of building condominiums in the Tokyo metropolitan area in order to increase 
the value of advertising, and by launching new initiatives that will maximize advertising effectiveness. 

Overseas, in addition to the steady growth of our Vietnam and Indonesia operations, our investment in 
Cofreth in Malaysia in June 2022 has contributed to the earnings of our overseas operations. 

In both cases, we are accumulating knowledge and strengthening stakeholder relationships as a preliminary 
step to full-fledged business development. In the process, we are expanding business with Japanese 
companies already entering the local market. 
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Please turn to the next page.  

Finally, I would like to explain our ESG initiatives and achievements. 

With safety and security as our foundation, we have established a Sustainability Committee directly under 
the Board of Directors in order to practice management that is conscious of the environment, society, and 
governance, and is working to strengthen the system that enables sustainable growth. 

In November 2022, the Board of Directors decided to endorse the TCFD. We discussed the measurement of 
ESG data required for disclosure, as well as our response to risks and opportunities, and published our 
Sustainability Report on March 6 of this year.  

In the future, we plan to measure greenhouse gas emissions throughout the supply chain, including 
upstream and downstream, and consider initiatives to achieve a carbon-neutral society by 2050. We will 
report on these activities in our next Sustainability Report. 

This concludes my explanation. Thank you all for your attention. 

Moderator: Now, Deputy President Imamura, if you would, please. 
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Imamura: My name is Imamura, Deputy President and CFO. I would like to explain the financial aspects of 
the Company, including an overview of the financial results for the fiscal year ending March 31, 2023, the 
forecast for the fiscal year ending March 31, 2024, and finally, the performance model for the VISION2027 
Medium-Term Management Plan. I appreciate your kind attention. 

First, a review of the financial results for the fiscal year ended March 31, 2023. Net sales totaled JPY34.9 
billion, an increase of JPY5.1 billion compared to the previous year's JPY29.7 billion, or 117.3% of previous 
year. Although we revised our earnings forecast last November, maintenance and repair sales largely 
aligned with our expectations, while modernization sales exceeded our revised forecast. 

The impact on maintenance of delays in the delivery of original manufacturer parts due to the shortage of 
semiconductors will be discussed in more detail later in this report. 

Operating profit totaled JPY5 billion, an increase of JPY0.9 billion from the previous year's JPY4.1 billion, or 
121.8% of previous year. The operating profit margin was 14.4%, an improvement from 13.8% in the 
previous year, landing well above H2 forecast announced in the revised forecast. Sales exceeded 
expectations, and as a result, the cost of goods sold and SG&A ratio were reduced. Details are explained on 
the next page and beyond. 
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Please turn to the next page. This page explains the factors behind the increase in operating profit 
compared to the previous year. 

The orange area on the bottom left of the graph shows the operating income for the previous year, JPY4.113 
billion. Starting from here, the red area has increased profit by JPY5.155 billion due to the effect of 
increased revenues. 

On the other hand, sales-linked material costs, JPY922 million increase due to sales expansion. Labor cost 
personnel expenses increased by JPY1.356 billion due to an increase of 148 employees and annual regular 
salary increases. In addition, subcontracting costs linked to modernizations increased by JPY932 million. 

Depreciation did not increase that much, but the total cost of SG&A expenses, including other expenses, 
increased by JPY4.257 billion, resulting in an increase in operating profit by JPY897 million to JPY5.010 billion 
on the far right. 

In the current fiscal year, even taking into account the impact of the delayed delivery of parts in the 
maintenance business, the increase in revenue was JPY5.1 billion, and the increase in profit was JPY0.9 
billion, resulting in an incremental operating income margin of 17.4%, which led to an improvement in the 
overall operating profit margin. 
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Please turn to the next page. 

Last year, due to the global shortage of semiconductors as well as a decline in factory utilization rates amid 
lockdowns, especially in ASEAN, the delivery time for genuine manufacturer parts increased from several 
weeks to over a year, causing delays in supply. 

As a result, the backlog of orders for maintenance work, for which contracts have been signed, but parts are 
still awaiting delivery, is approximately JPY1.1 billion higher than originally anticipated. Under normal 
circumstances, this excess order backlog would have been recorded as sales. Without this impact, sales 
would have been JPY1.1 billion, and profit would have been JPY570 million. 

Thus, without this impact, we would have expected sales of JPY36 billion, an operating profit of JPY5.58 
billion, and an operating profit margin of 15.5%. Still, even without this impact, we would have achieved a 
significant increase of JPY900 million in profit this term. 

These are the financial results for the fiscal year ended March 31, 2023. 
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Continuing on, here is the forecast for the fiscal year ending March 31, 2024. 

Net sales are projected to increase 111.7% of previous year to JPY39 billion, and operating profit to increase 
113.8% of previous year to JPY5.7 billion. 

As Ishida explained earlier, the maintenance contract volume assumes stable growth in maintenance sales, 
while the delivery time of manufacturer's parts is a bit rigid, with the assumption that there will be no 
significant reduction in delivery time from the current level and that the backlog of maintenance work 
orders will remain at a high level. The forecast is based on the assumption that the backlog of maintenance 
work orders will remain high. 

On the other hand, the pace of shipments of modernizations has accelerated since H2 of the previous fiscal 
year, and contracts have grown steadily. We expect to maintain high growth in the fiscal year ending March 
31, 2024. Therefore, if we can control the expansion of material, labor, and subcontracting costs associated 
with the increase in revenue, we believe we can achieve operating income at a record-high level in the fiscal 
year ended March 31, 2024. 

Looking at the sales forecast for H1 and H2 below, it may appear that there is a slight slowdown in sales in 
H2, but this is due to the impact of the rapid expansion of modernizations in H2 of the previous year, and 
the inclusion of the Malaysian subsidiary in other sales from H2 of the previous year, so the business 
environment is not particularly worsening. In fact, we do not have any particular concerns since we expect 
operating profit growth to be much higher in H2. 
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Please turn to the next page. 

We didn't include this one in the earnings forecast earlier, but this is due to delays in the delivery of genuine 
manufacturer's parts. At this point, there has been no sudden extension of delivery dates, as was the case 
last year, and we are maintaining the extended delivery schedule, so we believe that the bottom of delays in 
completion has already been reached. 

On the other hand, at this point in the preparation of our forecast, we do not expect to return to the 
previous several weeks, and we have included repair sales in our forecast. Accordingly, we expect the order 
backlog to increase by an additional JPY900 million at this point in time. 

Then, the order backlog we are now carrying would be JPY2.054 billion, so we would have JPY1.04 billion 
partial savings in terms of operating profit. This portion of savings is not included in the earnings forecast. 

In this case, after resolving the semiconductor shortage, we project sales of JPY41 billion and an operating 
profit of JPY6.742 billion, with a profit margin of 16.4%. We expect this will probably be incorporated 
somewhat during the next fiscal year, but if it is not completed, it will be carried further into the fiscal year 
ending March 31, 2025. 
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The next page shows the outlook for capital expenditures and depreciation. 

The largest investment ever made was JPY3.65 billion for the fiscal year ending March 31, 2023. What this is, 
is that the first is the PHS outage. This was in March of this year, so we switched the communication 
technology of our remote inspection service PRIME from PHS to LTE for this purpose. In addition, as 
explained earlier, the acquisition of land for the Kansai JIC to be constructed in Takarazuka City, Hyogo 
Prefecture, has added up to a total of JPY3.6 billion, the highest ever. 

Capital investment is expected to have peaked in the previous fiscal year. It is estimated to be about JPY2.6 
billion in the fiscal year ending March 31, 2024, although construction work still needs to be done on the 
Kansai JIC. 

In the fiscal year ending March 31, 2025 and beyond, the construction of the Kansai JIC will no longer have 
an impact, and CAPEX are expected to decrease further from this point onward. 

The above is our forecast for the fiscal year ending March 31, 2024. 
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Please turn to the next page.  

Finally, I will explain the performance model of the medium-term management plan. 

As of the end of March 2023, the number of maintenance contracts was about 89,000 units, but since we 
still only have about 8% of the market share, there is still room for expansion. 

We believe that if we expand our high-quality, reasonably priced services nationwide, we will be able to 
increase revenues even more than before in the highly profitable areas of maintenance and repair. 

If the number of maintenance contracts increases, it will, of course, be necessary to increase the number of 
technicians. Still, we have already switched our system to one that focuses on hiring and training new 
graduates, so we do not expect this to be a cost-pressure factor as in the past. 

In the past few years, in anticipation of an increase in the number of maintenance contracts in areas outside 
the Tokyo metropolitan area, we have made upfront investments in human resources and equipment in 
areas where we had not yet entered. We expect to see an improvement in profit margins as a result of an 
increase in the utilization ratio of our technical staff in the new areas we enter. 

In addition, we are considering the use of refurbished products, which we have begun to address from an 
ESG perspective, to curb both CO2 emissions and material costs. 

As a result, we expect that the increase in maintenance sales personnel will run its course and that we will 
be able to optimize personnel allocation, introduce a backbone system, and utilize CRM, thereby curbing 
administrative and other costs. As a result, we expect to be able to control the pace of increase in SG&A 
expenses. 
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As a result, we estimate that we can achieve an operating margin of 20% in the fiscal year ending March 31, 
2027, as both the cost of sales ratio and the SG&A ratio will improve. 

 

The next page shows the cash flow projections for the medium-term management plan. 

As I explained earlier, our CAPEX peaked in the previous fiscal year. In the current fiscal year, we expect to 
make a capital investment of JPY2.6 billion due to the construction of the Kansai JIC.  

After that, we expect to invest only in installing remote inspection system terminals in conjunction with 
acquiring maintenance contracts, normal-level research and development, and other normal-level system 
investments. As a result, we expect an environment in which earnings before amortization and free cash 
flow will accumulate almost in parallel. 

Of course, if there are growth opportunities in Japan and overseas, we will continue to actively pursue M&A 
opportunities, but in the absence of large-scale M&A, we will allocate the cash we have accumulated to 
investing in human resources to support long-term growth, strengthening our balance sheet, and improving 
capital efficiency. We would also like to improve capital efficiency. 

As explained by Ishida, our medium-term management plan is to increase the dividend per share in line with 
profit growth, with a dividend payout ratio of over 40% as a must. 

This concludes my explanation. Thank you all very much. 
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Question & Answer 

 

Moderator [M]: Thank you very much. Thank you all for your attention. We will now move on to the 
question-and-answer session. The question-and-answer session will proceed with a question-to-answer 
style. Please state your company name and name, and then ask your question.  

So, to begin, the second person in the front, please wait while I bring the microphone. 

Wang [Q]: My name is Virginia Wang of SMBC Nikko Securities. Thank you very much for your presentation 
today. I would like to ask three questions.  

First of all, regarding modernizations, for the fiscal year ending March 31, 2024, if you look at the guidance, I 
think the assumption is 150 units per month. I believe you have already achieved 150 units per month in Q4, 
and I was wondering if you have any plans for further growth in the next quarter, or are you limited by 
demand or resources in any way? If there were no restrictions, how far could they be extended? Please let 
us know if you have any figures. 

Ishida [A]: I, Ishida, would like to answer. As for the number of modernizations, we did indeed do 150 units 
per month in Q4. This is one of the effects of the sales bias toward H2, with modernization business 
generally concentrated in the months leading to March; January, February, and March. Companies also have 
a fiscal yearend, so we had to finish the modernizations and spend the budget by then, so that is what we 
are doing.  

However, the modernization business is expected to decrease in H1, but since maintenance and repair 
contracts will increase, we expect that the modernization business will exceed 30% of the sales in 
VISION2027. 

However, I think there will be more opportunities for modernization if the manufacturers can come up with 
some kind of measure for this or if the parts are no longer supplied by the manufacturers or something like 
that. 

Wang [Q]: I understand. Thank you very much.  

The second question. Regarding the delivery time of parts, you have not yet given us any expectation of 
shorter delivery times, but are there any obvious slowdowns in lead times for maintenance work compared 
to other companies, especially compared to manufacturers? Please tell us about the number of 
maintenance units and the possible impact on obtaining contracts. 

Ishida [A]: I, Ishida, would like to answer. First, the parts are due for delivery. To be honest, it is somewhat 
earlier than last year. However, as we explained earlier, we do not believe it will be completely reversed. 
Therefore, the current situation is such that we have reached these fixed figures. 

We do not specifically consider that there is a lead time for parts sent specifically from the manufacturer. 
Even manufacturers are having quite a bit of trouble with parts. This is a component that is made overseas. 
This is why it is difficult for manufacturers to enter the market. 

Therefore, if there are any problems with maintenance, we have a parts center at JIC, so we can deal with 
such problems there. We have some in stock, so we are working on that. We have not yet experienced any 
slight inconvenience to our customers or anything like that. 
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Wang [Q]: Thank you very much. Finally, regarding the guidance for the fiscal year ending March 31, 2024, I 
believe that your company always guides with the stance that you want to achieve this much. Regarding the 
guidance for this fiscal year, you mentioned that you are taking a firm view of delivery dates. Still, I thought 
the guidance was quite conservative, perhaps even excluding the semiconductor impact. In particular, the 
operating profit margin for H1 appears to be somewhat modest. Other than the change in mix, are there any 
additional costs you anticipate compared to H1 of FY2023? For example, on page 16, I think there is a 
section called "other expenses," but does it include buffers or anything like that? 

Ishida [M]: I will let Imamura explain this question. 

Imamura [A]: I would like to answer this question. Rather than being included in other expenses, this is 
more like our usual way of making earnings forecasts, but we are trying to make sure that areas that are not 
visible are at a level that can be reliably met even if there is some uncertainty, such as the material cost ratio 
or sales commissions. 

When we obtain modernizations and other services, the commission paid to the customer by the 
intermediary may or may not depend on the customer's traffic line, so it is difficult to read, and here in 
terms of material costs, it is only about 0.5%, and in terms of commission, about 0.2% to 0.3%. To be honest, 
it is a situation where we have a bit of a buffer. 

While there is no particular reason to expect that the material cost ratio will be higher, we are able to 
respond to any problems that may arise, so I expect that we will probably be able to make an upward 
revision as we go through Q1 and Q2. 

At this point, we are using a slightly higher cost ratio for orders that we cannot see. Still, for those that we 
can see, we are using the rate that we can see now, and there is no indication that the cost ratio is actually 
decreasing or worsening. Therefore, I hope you understand that the figures are very solid.  

Wang [M]: Thank you very much. This concludes my questions. 

Moderator [M]: Now, the person in the seventh row from the front. I will bring the microphone now. Please 
kindly wait. 

Fukushima [Q]: My name is Fukushima from Nikkei, Inc. Thank you. The first point is you are forecasting an 
increase in earnings this time, but could you tell us again how you view the market environment that is the 
premise for this? For example, how do you see economic trends and customer needs? I mean, how are you 
looking at this term? 

Also, could you please explain again what kind of business you are particularly interested in driving toward, 
including your enthusiasm for it? 

Ishida [A]: I, Ishida, would like to answer. We have explained to you that we are growing, and we do so 
every year. First of all, the elevator industry and the market itself are still in a situation where the 
independent market, as I explained earlier, has only about 20% share of the independent market. In some 
countries, especially in Europe and the United States, the share of independent companies exceeds 50%. 
Therefore, we believe that the industry as a whole will grow if we can take the remaining 30% or so of the 
market. 

In particular, the reason for our high growth is that we install about 20,000 new elevators every year. 
Manufacturers, but only about 2,000 to 3,000 of those are increasing maintenance contracts. What happens 
to the remaining 17,000 units, roughly 4,000 to 5,000, would be demolished. We believe that another 
12,000 units is probably the number flowing to independent companies. Of the 300 or so independent 
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companies said to exist in Japan, our company is the only one that has a contract for approximately 10,000 
units, and we have switched from a manufacturer to an independent company. 

Therefore, we believe that we are the only company that can switch a significant number of units from the 
manufacturers. This is possible, in any case, because we are listed and have the highest credit rating. Also, 
the units can be remotely maintained. We believe that we will continue to grow because we have the 
largest number of contracts, and we have established that Japan Elevator is the place to go if you are going 
to submit to an independent company. 

Fukushima [Q]: How do you think this customer's need for less expensive maintenance will change or 
continue to trend in the current economic climate? 

Ishida [A]: This has been true since our company was established in 1994, when the bubble burst and the 
economy was very bad. Since then, we have continued to increase revenues and profits every year. 
Although sales declined once before the Company went public, sales have continued to increase in all other 
periods. This is because we had the opportunity to go public, and from that point on, our sales have already 
more than doubled, or about tripled. The fact that the independents, up to that point, were not easily 
trusted and did not stock manufacturer's parts was the most unreliable part, but we have been able to clear 
that up. 

As a result, in the previous two fiscal years and the previous fiscal year, we have received orders from quite 
a few major and national clients. We believe that such areas will provide opportunities for growth in the 
future. 

Fukushima [Q]: I see. Second, you are currently increasing recruitment, but do you feel that it is difficult to 
recruit and improve the retention rate? If not, do you have any secrets as to why they are being taken and 
retained? 

Ishida [A]: This is a very, very important recruitment activity for us as well. In our company, the turnover 
rate is around 8%, and for new hires, it is a bit lower. First of all, we have the largest number of science-
related majors, 130 or so, hired this fiscal year, of which 120 or so are technical employees, as I mentioned 
earlier. Anyway, we have heard that the image of a stable company is very strong among students. 

So, I think one place that has become popular is that it is a general company, stable, and publicly traded. 
Science students who do the work quietly and with an awareness of safety have been working for us for a 
long time. Also, since we now have offices throughout Japan, I hear that the fact that people from such 
places can return to their hometowns in the future and find employment there is also an attraction for them. 

Fukushima [Q]: I see. Finally, I would like to ask you about the shortage of semiconductors for repair work 
and what the current picture of this delay in completion is. In other words, for example, if an order was 
placed and normally completed within a certain time frame, but the time frame was extended to this time 
frame, we would like to have an explanation of what such delays in completion are like and an image of 
what specific parts are missing. I would also like to get an idea of what kind of parts are specifically missing. 

Imamura [A]: First of all, regarding the impact of semiconductor delay, in the end, the first thing we need to 
do is to make sure that our maintenance salespeople are selling well and building up maintenance sales. 
Actual sales are generated when we propose to the customer, receive the customer's purchase order, and 
complete the installation work after the parts are finally procured. However, due to the lack of parts, the 
balance of contracts is accumulating, while at the same time, we are still unable to perform the installation 
work, and the order backlog is rapidly increasing.  
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However, not all parts are delayed by the manufacturer. As I mentioned, parts that use semiconductors are 
delayed. So, for example, depending on the nature of the work, if a rope is to be replaced, the rope does not 
use semiconductors, so there is no particular delay. 

However, the use of semiconductors in parts, such as the base that controls the elevator and inverters, 
which contain so-called microchips, has inevitably caused delays, and this is not limited to the elevator 
industry. In this way, during construction, it is not often the case that only the circuit board is replaced, and 
of course, other items are also combined together. Still, because the final circuit board is not included, the 
situation continues where construction cannot be completed even though the other items are in place. So, 
we are still in a situation where construction can be done as soon as the chips that use semiconductors, such 
as foundations and inverters, are really in place. 

Of course, manufacturers are in the same situation. If something happens, for example, if an elevator 
suddenly breaks down, there is no inconvenience to the customer because we have our own inventory, as 
Ishida mentioned earlier. However, for construction work, we do not use our own inventory but rather buy 
from the manufacturer and propose the work to the customer, which means that our order backlog is 
inevitably increasing. 

Fukushima [Q]: I see. What is the image for customers? In other words, do you sign the contract and just say, 
"sorry, construction will be after June," or something like that? 

Imamura [A]: Yes. We have a fixed delivery date for each part from the manufacturer, of course. Therefore, 
the number of short- or long-term contracts is mixed, ranging from a few weeks to a year, but on average, 
the situation is the same. Thus, when we propose to a customer, of course, we must explain the 
construction schedule and the delivery date if it is not expected to be completed in time. But, of course, 
there is no problem with the current operation. 

Basically, we are performing preventive maintenance, which means that we do construction work well in 
advance of breakdowns or other problems. Of course, we explain to the customer that there are no 
problems at this point before placing an order. 

Fukushima [M]: Appreciated. That is all. 

Moderator [M]: Okay, the person in the back, I will bring the mic to you now. Please state your question. 

Umegaki [Q]: My name is Umegaki, from Toyo Keizai. I also have two points.  

First, as you explained, I understand that the business is very strong, but as president, I wonder if you could 
talk about what, for example, could be the risk in this. I was wondering if it is possible, for example, that 
other companies would enter the market or that you would no longer be able to receive supplies from 
manufacturers. 

Ishida [A]: Regarding risk, this is another question investors often ask me, but first of all, there is very little 
risk in the elevator business. If there is any risk, it is, for example, a major earthquake like the Tohoku 
disaster. When that happens, it is no longer the time to be doing maintenance. However, since the elevator 
is the most important piece of vertical infrastructure, I think the order of things would be to fix it first, 
starting more or less with elevators. In fact, even during 3.11, the first thing was to fix the elevators. 

Other risks are when it becomes difficult to recruit new graduates. Also, as for not being able to buy parts 
from manufacturers, this is protected by the Antimonopoly Act, so we do not believe this to be the case. 
That will be all. 
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Umegaki [Q]: Thank you very much. One more point, and I know this is really basic, but from a user's point 
of view, some companies offer the same quality as the manufacturer at a lower price, and I'm not quite sure 
why they don't use them. In terms of the current situation, why do you think companies that do not use 
your company do not outsource to your company?  

Ishida [A]: I'd like to ask that person a few questions, too, but I think it's probably, as I explained earlier, a 
matter of trust. There are quite a few independent companies that do not stock parts or have the tools to fix 
parts. There are quite a few people who have contracted with such places and have experienced or heard 
rumors that the elevators are not easily fixed or stopped for long periods of time. I think that there are some 
people like that, and they do not want to switch easily. 

After all, 50% of the work is done by manufacturers overseas, so we believe it is not unusual for Japan to 
have 50% of the work done by manufacturers. Therefore, we are currently increasing the number of our 
units by 10,000 per year, and we believe that we will be able to keep up this pace. 

Umegaki [M]: I understand. Thank you very much. 

Moderator [M]: Okay, the third person from the front, I will now bring the microphone to you. 

Kozuma [Q]: My name is Kozuma from SMBC Nikko Securities, and I am an advisory analyst. Thank you for 
the detailed explanation. I have several questions. Basically, I would like to ask you a few questions 
regarding the achievement of a 20% operating profit margin for the fiscal year ending March 31, 2027. 

Let me start with the content: recruitment. While Mr. Ishida mentioned earlier that we would continue 
aggressive recruitment in the current fiscal year, Mr. Imamura said that the nationwide expansion has 
settled down to some extent, especially in terms of current new graduate hiring, which is enough to cover 
the number of employees who have left the company. Therefore, I wonder what will happen to mid-career 
hiring, etc., in the future.  

In short, from the analysis of the increase/decrease in profit of the company plan for the current term, I see 
that the number of employees will continue to increase with mid-career hiring as in the previous term. Still, 
when will mid-career hiring settle down and the number of employees settles down to some extent? In 
particular, could you tell us what size of employees you expect to need in order to take 10,000 units per 
year, which you just mentioned? 

Ishida [A]: From Imamura. We also do recruitment. 

Imamura [A]: In fact, we have about 130 new graduates, which we are hiring again this April, and of course, 
there are dozens of retirements. As for engineers, the last fiscal year, I believe, had the lowest retirement 
rate in history. 8% was the overall figure, but it was less than 7% for engineers. So, there were about 60 to 
70 retirements in the technical staff. Of course, 120 new graduates are sufficient to cover this number, but 
basically, we are covering the increase in maintenance units with new graduates while continuing to hire a 
certain number of mid-career workers for those who have retired. 

Inevitably, locally, there were many engineers who had experience in this rural part of the country or in 
other independent companies that would be attracted to our company, even among the same independent 
companies. We may hire such people, of course, after conducting a thorough interview and confirming their 
technical skills.  

However, this is more of a replacement for a certain level of retirees, so we do not expect to hire that many 
mid-career workers. We are in a situation where we have retirees, and we are not necessarily covering all of 
them in mid-career, but to a certain extent, we are covering them. 
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I would like to add to the explanation I gave earlier. Of course, there is a limit to the number of units that 
one person can manage, so we will continue to hire more people as the number of units increases. However, 
during the past two to three years, in order to rapidly expand nationwide, we have had to make upfront 
investments in areas such as the Tohoku region, where there are still few maintenance units, and the 
Chugoku region on the Sea of Japan side, for example, where business is still a deficit when viewed in part. 
Nevertheless, we cannot sell to customers without first placing three to four engineers per sales office, so 
we have had to make upfront investments in these areas. 

To this end, of course, we need to prepare units and set up sales offices, which is the upfront investment I 
mentioned. Still, once we have a certain number of locations throughout the country, the more we take, the 
more we can increase the number of vehicles per person. 

Of course, the per capita rate is also rising in urban centers as they become denser and denser. Still, the 
increase in the per capita rate in newly developed areas has been astonishing. So, gradually, the medium-
term management plan estimates that the number of units managed per person per year will increase as a 
result while the labor cost ratio will decrease as a whole. 

Kozuma [Q]: Basically, if you receive about 10,000 new orders per year, is it correct to say that the current 
situation is such that the hiring of new graduates can basically cover this? 

Imamura [A]: That is correct. The question is to what extent new graduates will cover the retirees, but the 
basic situation is that the current image is sufficient. 

Kozuma [Q]: Second point. With respect to the increase in SG&A expenses, I understand that personnel 
expenses increased by about JPY900 million during the last fiscal year, probably due to the increase in 
personnel, but I am not sure, as almost half of the increase was due to other factors. I have looked at your 
company's financial report and annual report, but there is no explanation for this part, so please explain 
how the other parts are increasing now and how they are expected to increase in the current fiscal year, and 
when this will settle down. 

Imamura [A]: As for other items, there are a lot of really small details, such as an increase in the lease, 
system maintenance fees, and so on. There are a lot of really small details, but the situation is like an 
accumulation of several million yen. 

For instance, there was an increase of about JPY130 million in rent. This is not because of a sudden increase 
in the number of offices, but rather due to the impact of the increase in the number of offices, M&A, and 
other factors, and since the intake was for a full year, there was also such an impact. In terms of 
commissions, it is really a pile of money, though, like several hundred million yen. 

On the other hand, if we look at the cost of goods to sales ratio and the SG&A-to-sales ratio within the total, 
they are also down this quarter. The largest increase in the operating income margins this fiscal year is this 
labor cost ratio and then other SG&A expense ratios. This area has improved from the previous period. 

The factors that are pushing down or worsening the operating profit margin are still the material cost ratio 
and the outsourcing ratio. However, the profit margin is higher for maintenance sales when modernization 
sales inevitably increase, so the profit margin tends to shrink at a high rate when modernization sales grow 
rapidly. 

Of course, the overall operating profit margin for modernization itself is more than 20%, to begin with, so it 
will increase overall. However, due to this change in the sales mix, the material cost ratio and outsourcing 
ratio will inevitably increase as an overall impact in years when modernization increase rapidly. However, 
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even with this, we were ultimately able to absorb expenses, labor cost ratio, and fixed costs, resulting in an 
increase in the profit margin. 

Kozuma [Q]: So then, the 20% toward the fiscal year ending March 31, 2027, is mainly based on the 
expectation of an increase in modernization in the so-called sales mix, or something like that, since you have 
shown a very high-profit margin, as was mentioned in the previous document? Or, as you just mentioned, 
including SG&A expenses, etc., the operating ratio will improve considerably from some stage. Especially in 
the current and next fiscal years, the percentage of the total for the last fiscal year and the current fiscal 
year is about 14% or less, which does not seem to be a significant change. 

Imamura [A]: I think that the factor that hindered the increase in the profit margin this fiscal year was the 
maintenance mentioned earlier. The profit margin would have been over 15% if not for the lack of 
semiconductor impact on maintenance, so the profit margin improved by more than 1% or about 1.5%. 
Since we do not have this, and we are at about minus 1%, which is only a 0.5% improvement, our original 
assumption was that we would improve, by about H1, of 1% per year. The most important factors are still 
the labor cost ratio, the expense ratio, and the SG&A ratio. 

It is not that we are holding down the number of employees, but we were expecting that the increase in 
sales would cover the increase in personnel expenses. If the maintenance fee is steady, as I mentioned in 
the previous slide, it is expected to be in the mid-16% range. This is expected to improve the situation by 
about 1.5% to 2%, so I am not so pessimistic about that. I think that if we do this quietly, we will be fine. 

Our pay raise rate is quite high, to be honest, and in the last fiscal year, we raised salaries, by about H1, of 
3%, so we were able to raise salaries of existing employees by more than 3%, so that we could get tax 
credits from the government. This is the situation we are in now. 

Kozuma [Q]: Last question, I am very much looking forward to seeing your company's performance in this 
way in the future. In this context, of course, as there was talk of amortization of capital investment costs, it 
seems that we have already passed the point. Depreciation itself will naturally still increase somewhat in the 
future, but the cash flow will then be very large. 

In particular, as you mentioned, you have stated that a dividend payout ratio of over 40% is a must for 
shareholder returns, so I have my own expectations that it will increase further in the future. I am aware of 
the 40% shareholder relations in the future, but raise the shareholder relations even more. Specifically, from 
what I can see, it is impossible to maintain an ROE of 25% unless the dividend payout ratio exceeds 40%. I 
wonder if your company is also looking at this. I presume that you are doing this while keeping this in mind, 
but I wonder if you could give me some hints on this point. 

Ishida [A]: As you know, I can't give you a clear percentage, but if the profit margin rises and the amount of 
profit increases, it is only natural that we should return profits to shareholders, so that is our first priority. 
Therefore, we believe that exceeding 50% is one of the options. 

Kozuma [Q]: Are you quite aware of RoE? Especially not that far. 

Ishida [A]: I am aware of it, but it is not easy when profits are inevitably generated. However, it is about 25% 
now. We think we can maintain that. 

Kozuma [M]: Thank you very much. 

Moderator [M]: Thank you very much for all your questions. Now that we have reached the end of our time, 
I will conclude the question-and-answer session. For future IR-related inquiries, please contact our IR Office. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
29 

 

This concludes the IR meeting for the fiscal year ending March 31, 2023, of Japan Elevator Service. Thank 
you very much for taking time out of your busy schedules to join us today. Please ensure you have not 
forgotten anything and be careful on your way home. 

[END] 

______________ 
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