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Presentation 
 

 

Nakatani: I am Nakatani, President of Funai Soken Holdings Incorporated. Thank you for your continued 
support of our group. 

The content of today's explanation will be based on the items you see. Today's presentation is based on the 
financial results summary released yesterday, but since time is limited, I have excerpted the explanatory 
materials. Please refer to our website or contact our corporate communication office for details of the 
materials, and we will be happy to provide you with a separate explanation. 
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I will now begin with an overview of the Q2 financial results. 

Here are the consolidated results for Q2. Sales were JPY13.392 billion, up 9.3% from the previous year. 
Operating income was JPY3.371 billion, a negative 10.1%. 

Overall sales were generally in line with the plan, although there were some large variations in sales 
performance by segment and theme. 

The main reasons for the decrease in operating income were investments in human resources due to a large 
increase in the number of employees, mainly consultants and engineers, and increased costs due to aggressive 
sales activities to win orders, but as a result, the order backlog in the management consulting business 
continues to build up positively.  
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Next is the progress against the full-year forecast. 

First, for this fiscal year, we plan an 11.2% increase in sales to JPY28.5 billion and an 11.3% increase in 
operating income to JPY7.9 billion. The progress rate against that plan at the end of H1 is as shown in the 
table above. 

Regarding the 47% progress rate of sales, this rate is within our expectation because our business model is to 
increase sales in H2. For your information, the sales progress rate for the past two quarters was 47.9% in 2021 
and 48.5% in 2022. 

Although there is a delay in terms of the rate of progress in terms of operating income, this is mainly due to 
the fact that we have been aggressively making upfront investments since the beginning of this fiscal year to 
acquire human resources and leads, which I will explain next. In any case, we will continue to strive to achieve 
this plan throughout the full year. 
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This section summarizes the differences in operating income compared with the same period of the previous 
year. 

Operating income for Q2 last year was JPY3.749 billion. In contrast, sales increased by JPY1.134 billion. From 
this, JPY699 million was invested in human resources, and JPY377 million was spent on sales costs to acquire 
leads, or prospective customers, an increase from last year. 

In addition, there was increase in cost of sales due to increase in sales, and investments in DX, IT, security, etc. 
As a result, operating income for the current fiscal year was JPY3.371 billion. 

As for the breakdown of investment in human resources, personnel expenses increased by JPY519 million 
over the same period last year, and costs incurred for recruitment increased by JPY180 million. As for lead 
acquisition costs, sales costs such as travel expenses for consultants, advertising, and seminar direct mail 
increased. 

In any case, the increase in costs is the result of aggressive investment in human resources in preparation for 
future increases in demand, as well as intensified sales activities to win orders. 
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Here is a summary of how the number of employees and the number of consultants and other job categories 
have changed in response to the human capital investment I have just described. 

Last year was a year in which we were unable to increase the number of consultants. In light of this, we are 
putting considerable effort into recruitment and retention from the start of this fiscal year to realize our 
human capital strategy, which is also set forth in our mid-term management plan. As a result, we were able 
to increase the number of employees by 176, to 1,559 this fiscal year, compared to 1,383 in Q2 of last year. 
The number of consultants has increased by exactly 100, from 912 to 1,012, and the number of DX human 
resources has also increased significantly, from 192 to 296. 

The medium-term management plan announced at the beginning of the year calls for 1,800 employees and 
1,150 consultants by 2025, and we are focusing on investment in human resources to achieve this goal. We 
believe that we are on track in terms of human resources exceeding our plans for the end of this year 2023. 
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The following chart shows the number of management seminars held and the number of participants each 
quarter as a result of the sales activities we have strengthened. 

This chart shows the transition from 2019 before COVID-19, but to give you an idea of how to look at it, the 
dark blue areas are paid face-to-face seminars, light blue are paid online seminars, and gray are free online 
seminars. 

It was difficult to hold face-to-face seminars during COVID-19 period, so the seminars were almost exclusively 
online. However, the free online seminars have been associated with a low rate of subsequent consulting 
orders, so we are now increasing the number of paid seminars in order to target more motivated participants. 

Looking at the number of participants this quarter, it appears at first glance to be down compared to Q2 of 
last year, but this is due to the fact that our largest annual seminar, the National Management Strategy 
Seminar Conference, was held online in June with 2,457 participants, and this year we decided to hold this 
one in-person in August for the reason. Therefore, taking this into account, the number of paid seminar 
participants in H1 was up 40.8% from the previous year. 

We will continue to focus on holding seminars to attract such prospective clients. 
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Also, here is another feature of our business model, the number of members and meetings of the 
management workshop, shown in the same chronological order. The management workshop was severely 
affected by COVID-19 and the number of members has been slow to recover, but we are finally beginning to 
see an increasing trend. We will continue to focus on increasing the number of consultants, seminar 
participants, and management workshop members, as we believe these are leading indicators that will affect 
our future performance. 
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Now, let me explain each segment. 

Here are the results of the three projects. I will now explain each segment in detail. The management 
consulting business reported higher revenues and profits, while the logistics and digital solutions businesses 
reported higher revenues and lower profits. 
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This chart shows the performance trend of each segment broken down by quarter. The blue line represents 
this year's results, and the gray line represents last year's results. 

Quarterly, Q2 showed a recovery trend compared to Q1. Particularly in the management consulting business, 
looking at Q2, sales increased by double digits and operating income rose to about 10% of the previous year's 
level while increasing the number of consultants, and we intend to continue to grow in Q3 and beyond. 
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From here, we will look at each segment individually. We will begin with our management consulting business. 

Here are the sales by business category for the management consulting business. Monthly support has grown 
by approximately 6% and projects have grown by approximately 34%. However, M&A, which is included in 
projects, is still negative compared to last year, and we expect to see a turnaround in the M&A segment in H2. 

In addition, membership fee income from the management workshop, which had been flat for some time, 
finally showed a positive trend, increasing 5.4% this fiscal year due to the increase in membership as 
mentioned earlier. Management seminars also saw a significant increase in revenues due to an increase in 
the number of participants. 
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Here are the performance trends by industry category. 

The first main division, housing and real estate, was negative in Q1 compared to the previous year, but 
recovered to positive growth in the current quarter. The second main sector, healthcare, nursing care, and 
welfare, continued to perform well, adding 13.8%. The third main division, certified professional services, was 
also able to turn positive this quarter after a negative YoY performance in Q1. 

In addition, many other sectors were able to improve their performance this quarter, with the manufacturing 
sector in particular achieving a significant increase in performance, with a plus of 53.5%. 

The graph on the right also shows that the dining sector finally turned positive this fiscal year. The main reason 
for this one is that Funai Consulting Shanghai, based in China, was able to get out of the situation last year 
where it was unable to operate due to COVID-19 disaster this year. 

In any case, we believe that the consulting division is finally beginning to demonstrate its true potential. 
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Here is the number of consulting companies by month. The trend remains the same, with an increase of a few 
per cent every month. As you can see, the growth in the number of consulting client companies has expanded 
in the past quarter, which we consider a positive trend. 
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Next is the logistics business. In the logistics business, the consulting division struggled somewhat in the 
current fiscal year. 

In logistics consulting, project orders did not increase in consulting for shippers, resulting in a slight decrease. 
Logistics BPO grew by plus 4%, for a total increase of plus 2.7%. The number of members of the management 
workshop has increased from 306 to 322 members, and we will make every effort once again to provide solid 
logistics consulting solutions. 
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Next is the digital solutions business. The digital solutions business is organized into four major business 
segments and others. 

As explained from the bottom of the table, SPX stands for sales process transformation, which is a BPO 
business area for digital marketing. The mainstay of this business is web advertising management services, 
known as listing advertising, which has grown by approximately 10%. 

The cloud solution business is the area of system construction and solution development using cloud 
technology, which is currently the focus of our group's efforts. This area continues to grow by approximately 
20%, and we will continue to make aggressive up-front investments, with the most important priority now 
being to secure engineering personnel. 

Another higher level, IT consulting, is in the back-office consulting area. While Funai Consulting's consulting 
services focus on marketing, this service is a consulting service that provides digital solutions necessary for 
back-office transformation. Although still small in scale, this will be the next consulting area we are looking 
forward to working on. 

The HR solutions business at the top of the list is mainly the direct recruiting business that we have been 
engaged in until last year. In the current fiscal year, sales have increased by double digits and the profit margin 
has been maintained at more than 10%. 

Overall, we are still in an operating deficit at this point, but this business is positioned as a growth area in our 
medium-term management plan, and we are looking at it from a medium- to long-term perspective. 
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Next, here are the actual figures for DX-related services as we have defined them, rounded out. 

This quarter, for the first time, the sales composition exceeded 20% of total sales, which was our target for 
the time being. We will continue to focus on this area as it is sure to be a growth area in the future. 

This is the description of each segment so far. 
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Next, I would like to explain our shareholder returns and future initiatives, and then I would like to take your 
questions. 

First, we would like to report our dividend forecast for the current fiscal year. For the current fiscal year, we 
plan to pay a dividend of JPY65, an increase of JPY10 from the actual dividend of JPY55 in 2022. If this is 
achieved, it will be the 13th consecutive year of dividend increases. 



 
2023 Half-year Financial Results Briefing 

 
17 

 

 

Next, I will explain the progress of the share buybacks program currently underway. 

Currently, the Company is repurchasing up to JPY2 billion of its own shares. If all acquisitions are completed 
by the end of this fiscal year, the total return ratio will be approximately 96%. We would also like to report 
that we have retired treasury stock in January of this fiscal year. 

As our medium-term management plan through 2025 also calls for a dividend payout ratio of at least 55% and 
a total return ratio of at least 60%, we will continue to strive to improve capital efficiency and increase 
shareholder returns. 
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To conclude my presentation, I would like to report on some of the business strategies currently being 
implemented by our group, mainly in the digital field. 

First, Funai Consulting has been offering Growth Cloud, a unique service based on Zoho's platform that 
implements industry-specific best practices, since last year. 

Growth Cloud is a tool that incorporates the know-how for improving business performance accumulated 
through industry-specific consulting into business processes to improve business performance and increase 
productivity through DX. Both marketing automation (MA) functions and sales force automation (SFA) 
functions are available, from prospect acquisition to sales management. 

Since the tools are packaged by industry, even SMEs lacking DX human resources can implement them quickly 
and without specialized knowledge. 

The scope of this service will be further expanded to include the current housing, real estate, and 
manufacturing industries to meet the needs of companies in a wider range of fields in the future. 

In addition, the Group offers certification courses for Zoho's business applications, and has now added five 
new educational programs. By offering these educational programs, we will strive to meet the needs of 
companies that utilize Zoho's business applications. 

In July, we announced the strengthening of our partnership with Zoho Japan for the purpose of receiving 
comprehensive technical and marketing support for these initiatives. 
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I would also like to introduce another of our group's AI-related initiatives. 

Funai Consulting is developing a function for integration with ChatGPT provided by OpenAI, using a chatbot 
platform called SalesIQ provided by Zoho. This linkage function will allow us to anticipate and respond to 
prompts tailored to the industry and provide services that contribute to the DX of small and midsize 
companies. 

We are already providing services to automate response acquisition using chatbots and unmanned services, 
and have created successful case studies in different industries, and by utilizing such AI technology, we will 
contribute to improving our clients' productivity. 

We will continue to work toward the realization of the Group's vision of the foremost provider of digital and 
comprehensive consulting solutions for mid-scale and SME clients. 

This concludes my explanation. Thank you. 
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