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Presentation 
 

Tanimoto: Thank you very much for attending Lion Corporation's telephone conference today. Previously, 
Financial Results Briefings for the Second Quarter were held at the venue. However, in light of the 
circumstances, we will hold the briefings on a telephone conference this time. 

Today, from the Company, Masazumi Kikukawa, Representative Director, President, Executive Officer; Takeo 
Sakakibara, Director, Senior Executive Officer; Kei Minamikawa, Director of Corporate Planning Department; 
and Akihiko Takeo, Director of Finance Department, are attending in the meeting. My name is Tanimoto, 
Director of Investor Relations Office, Corporate Planning Department, and I will serve as moderator today. 

Mr. Kikukawa will first explain the results for the first half of the fiscal year ending December 2020, and then 
we will move to a question-and-answer session. The entire meeting is scheduled to take one hour. 

The materials used in the explanation are available on our website, so please refer to them as well. 

 

Before we begin the conference call, please note: The forward-looking statements based on current 
expectations are subject to risks and uncertainties. Actual results may differ from these forecasts. 

Then, we will start explanations of the financial results. Please, Mr. Kikukawa, President. 
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Kikukawa:  I would like to thank you for your participation in our financial results briefing. 

Before beginning explanation, I would like to express my regret to the people who lost lives of COVID-19, and 
I would like to express my sympathy for those affected. 

I would also like to express my heartfelt condolences to all those who lost their lives in the disaster of heavy 
rain last month, as well as my sympathy for those who suffered the disaster. 

I will now explain the financial results for the first half of 2020 in accordance with the materials disclosed 
today. 

Following our consolidated business results for the first half of 2020, I would like to talk about key measures 
in the second half and our responses to COVID-19, and then explain our full-year consolidated business 
forecasts. 

 

First of all, I would like to explain the outline of consolidated financial results for the first half of the fiscal year 
under review. See page three. 

We revised the forecast upward on July 31. In the first half, we achieved the consolidated results forecasts 
revised at the end of February this year both for sales and profit, and sales and profit increased YoY. 

Due to the impact of COVID-19, sales of hand soaps, hand sanitizers and other hygiene-related products 
increased significantly. In addition, sales of dish washing detergents and household cleaners increased 
significantly due to an increase in time spent at home. 
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In addition, changes in the sales mix and a decrease in competition-related expenses caused core operating 
income to increase significantly and the operating income ratio to rise. 

Operating profit and profit for the period attributable to owners of parent increased significantly due to the 
recording of a gain on the transfer of the head office in February this year. 

 

Page four shows the main trends in the domestic consumer products markets and overseas markets in which 
we participate. 

Each graph of the domestic consumer products markets shows the YoY change in in-store sales value. 

As you can see, sales of hand soaps, household cleaners, and dishwashing detergents have continued to be 
larger than the previous year through the year. On the other hand, sales of toothbrushes, laundry detergents 
and fabric softeners were significantly negative in May, reflecting a pullback following bulk purchases at the 
time of the spread of the infectious disease in February. 

In the overseas markets, the hand soap market is expanding significantly in both Southeast Asia and Northeast 
Asia, as in Japan, but in Southeast Asia in particular, the market for laundry detergents, our mainstay market, 
shrank due to a decline in consumption caused by restrictions on outdoor activities and other factors. 
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Page five shows our consolidated results for the first half. 

Net sales increased by JPY1.7 billion, or 1.1%, compared with the same period of the previous fiscal year. 
Excluding the effect of exchange rate fluctuations, the percentage in real terms increased by 2%. 

Core operating income increased by JPY3.9 billion, and core operating income ratio was 9.7%, an increase of 
2.3 percentage points from the previous fiscal year. 

Operating profit increased by JPY13.07 billion, including the gain on sales of land. 
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See page six. Let's look at the main factors behind the YoY increase or decrease in core operating income. 

The impact of increase in sales, product mix changes and others was the largest. This was mainly attributable 
to the increase in gross profit resulting from the increase in sales and the increase in the sales composition of 
high-margin hygiene-related products. 

The main factor behind the decline was an increase in other expenses, which was mainly due to an increase 
in personnel expenses linked to business performance and an increase in depreciation and amortization. 
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The following page shows the results by segment. The upper row of net sales is total net sales and the lower 
row is sales to external customers. 

First, in the Consumer Products Business, net sales rose 5%, driven by growth in sales of hygiene-related 
products, despite a pullback in the second quarter from bulk purchasing demand in the first quarter. Segment 
profit increased significantly, and the profit margin rose to 10.2%. 

In the Industrial Products Business, although total net sales increased due to increased intra-group 
transactions, sales to external customers declined due to the sluggish market in the chemicals field. Segment 
profit increased due to an increase in the composition of the high-margin detergents for institutional-use. 

In the Overseas Business, sales and profit declined due to a contraction of the market, particularly in Southeast 
Asia, caused by restrictions on outings, as well as the continued geopolitical impact throughout the fiscal year 
in South Korea. 
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Next, let's look at net sales in the Consumer Products Business by product category on page eight. 

In the oral care field, net sales were strong in the first quarter of the fiscal year under review. As we saw earlier 
in the graph, however, from April, sales of toothbrushes were mainly sluggish due to the reaction to the bulk 
buying demand, and total sales for the first half of the year were up 2.6%. However, we are continuing to 
grow faster than the market as a whole. 

In the beauty care field, although hand soaps accounted for the bulk of the increase in sales, body soaps also 
showed steady growth. 

The fabric care field was also highly affected by the pullback in bulk purchasing demand from April to June, 
and as a result, net sales declined 6%. 

The living care field was affected by an increase in time spent at home due to voluntary restraint on outings. 
Sales of our main three fields such as dishwashing detergents, cooking-related products, household cleaners 
were favorable. 

In the pharmaceutical field, sales of antipyretic analgesics rose YoY, and new dermatological drugs launched 
smoothly. However, net sales declined due to the significant impact of a sharp decline in demand from visitors 
to Japan. 
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Next, I will explain the Overseas Business. 

In Southeast Asia, net sales declined 5.7% on a YoY basis, due to the impact of a decline in consumption in 
Thailand and Malaysia caused by restrictions on outings. In Malaysia, the Company was unable to implement 
the initially planned measures to improve profitability, mainly in laundry detergents, due to the impact of 
COVID-19. Even excluding the impact of exchange rate fluctuations, net sales declined 3.3%. 

Meanwhile, total net sales in Northeast Asia increased by 1.1% YoY, or 6.5% excluding the impact of exchange 
rate fluctuations. The market recovered and business recovered quickly in China, leading the overall growth. 
However, in South Korea, although sales of hand soaps grew significantly, total sales declined YoY due to the 
deterioration of the business environment from the summer of last year. 
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The following slide summarizes the results for the first half of the year, which we have explained so far. I will 
omit the explanation. 
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I would like to talk about key measures for the second half of 2020. 

First, I would like to explain our awareness of the business environment risks that we face. 

Risks arising from the COVID-19 pandemic include the slowdown in global economic growth, a decline in 
incomes due to the worsening economy, a decline in consumer confidence due to concerns about the future, 
and restrictions on social and economic activities in major economies where we operate. 

Geopolitical risks include the prolonged trade friction between the United States and China and the worsening 
situation in South Korea and Hong Kong. 
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I will now explain the impact of these risks on each segment. 

In the Consumer Products Business, although we expect demand for hygiene-related products to remain at a 
high level, there is a risk of sluggish growth in the fabric care and other key markets. In addition, we do not 
expect the inbound demand to recover in the second half of the year, due to a sharp decline in the number 
of tourists visiting Japan. 

In the Industrial Products Business, we expect that it will take some time to recover demand in the automotive, 
electric and electronic sectors. In addition, demand for detergents for institutional use in the restaurant 
industry is expected to remain severe. 

The Overseas Business is expected to remain strong in China, where the market recovered at an early stage. 
On the other hand, in Southeast Asia, we believe that ongoing restrictions on activities in Thailand and 
Malaysia could delay economic recovery and lead to a continued slump in consumption. 
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In light of these conditions, we will focus on responding to demand for hygiene-related products, continuing 
to grow in the oral care field, and accelerating growth in the Chinese Business in the second half of the year. 
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Then, I will add brief explanations to each measure. 

Demand for hygiene-related products is expected to continue to be high. For hand soaps, we will continue to 
increase production capacity in Japan by adding production lines, and further expand outsourced production. 

Overseas, we will increase production at our production bases in Thailand and South Korea. We will also 
strengthen educational activities aimed at establishing hygiene practices, such as hand washing. 
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In the oral care field, we will continue to invest aggressively in marketing in the current fiscal year to develop 
and strengthen our mainstay brands: Clinica for caries prevention, Systema for gum disease prevention, and 
NONIO for breath care. 

We will also strengthen our brand position by expanding our lineup of high-value-added products. 

In terms of accelerating the growth of our Chinese Business, we will continue to cultivate mainstay brands 
including Japanese products, such as Systema and Clinica, as in the past, and focus on strengthening the EC 
channel, which is experiencing accelerated growth. 
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In this section, we will discuss our responses to COVID-19. 

In order to fulfill our responsibilities as a manufacturer of daily necessities, we began full production during 
this six-month period, centered on hand soaps. In addition, our affiliated companies are conducting urgent 
production of high-concentration ethanol products for commercial use. 

We will continue to increase our production capacity, and in the second half of the year, we will make every 
effort to ensure a stable supply of hygiene-related products. 

We also promoted initiatives to reduce the risk of infection among employees and to improve operational 
efficiency. 

In offices, a shift toward working at home has been promoted, with nearly 90% of employees transitioning to 
working at home during this time period, and the establishment of working at home has progressed even 
after the declaration has been released. 
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In order to ensure a stable supply of products, we have taken measures at our plants to minimize the risk of 
infection among employees, as shown here. 

Although not stated here, special allowances were paid to employees who performed their duties in order to 
fulfill their supply responsibilities. 

As part of our social activities, we provided information on correct hand-washing methods as a 
countermeasure against COVID-19 and made donations through the Japanese Red Cross Society and Red 
Cross Society of China to support medical professionals. 
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We will link these new work-style initiatives to permanent work-style innovations in line with "Lion 
Professional Fulfillment Reforms", rather than as a temporary COVID-19 countermeasure. 
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I would like to explain the outlook for full year consolidated financial results for 2020. 

Regarding our annual financial forecasts, the impact of COVID-19 on our business operations may fluctuate 
greatly depending on trends in the spread of the infection both in Japan and overseas and economic trends, 
and we recognize that the future outlook is highly uncertain. In some cases, we also need to invest additional 
costs to revitalize the market. 

In addition, as stated on July 31, the Company has left its earnings forecast as revised on February 28, due to 
aggressive marketing investment, particularly in the oral care field, and the possibility of additional investment. 

The Company will promptly disclose any revisions to its earnings forecasts, as a result of changes in the 
business environment and other factors in the future. 
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Net sales forecasts by business segment have been revised as shown in the table below, taking into account 
the trends up to the second quarter and the forecasts for the second half of the year. 
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With regard to shareholder returns, based on our basic policy of providing continuous and stable dividends, 
we plan to increase the dividend for the current fiscal year by JPY1 per share to JPY22 per share, the fifth 
consecutive fiscal year of higher dividends, as we announced at the beginning of the year. 
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Finally, I would like to talk about the next medium-term management plan. 

This fiscal year is the final year of the three-year LIVE Plan, and we originally planned to launch the next 
medium-term management plan in FY2021. 

However, given that the business climate is uncertain due to the impact of COVID-19, we believe it is not 
reasonable to design business plans for the next three years with precise figures. Accordingly, we will 
formulate a single-year plan for 2021, and the next medium-term management plan will be launched in 2022. 

However, we intend to present our vision for the future and our basic philosophy at the time of our financial 
results briefing in February 2021. 

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

 

Q: In the first half of the year, you recorded net sales of ¥1.1 billion and core operating income of ¥3.8 
billion. Why has the full-year forecast remained unchanged? 

A: Over the past six months, I think we have basically grasped the positive factors and negative factors of 
the COVID-19 pandemic. Nevertheless, the scale of the impact of the negative factors in particular, 
such as future economic slowdown or strengthened restrictions on activities abroad, cannot be fully 
forecast at this point. As such, we have left the forecasts we made on February 28, 2020 unchanged. 
In the event of the actualization of the risks described above, the Company will strive to secure the top 
line, making additional investment in marketing and competition-related expenses. There is a possibility 
that we will do this on a larger scale than ever. 

 

Q: Could you explain why the oral care market is slowing down as a result of the COVID-19 pandemic? 

A: Demand for our daily necessities is relatively insensitive to economic fluctuations. For example, 
toothpaste will run out as it is used, but consumers can control the replacement span for toothbrushes, 
causing changes in demand. We believe that the slightly sluggish demand for toothbrushes is due to 
such factors. However, oral care as a whole grew approximately 2.6% compared to the previous fiscal 
year, so we believe that we can achieve this level at least of growth in the second half of the year as 
well. 

 

Q: At the first quarter briefing, you mentioned bulk purchasing demand and stocks of products that 
consumers have in their homes. In yen terms, how large do you estimate the stocks in homes were in 
the second quarter? 

A: Just as with the last-minute demand surge prior to the consumption tax hike and ensuing recoil, it is 
difficult to accurately grasp the figures in each field. We have not been able to grasp a specific total 
figure. However, such bulk buying demand was highest in February and continued until the first half of 
April. Then, a major recoil was seen in May, having a lasting effect into June, but demand nearly 
recovered by July.  

 

Q: Sales in fabric care fell considerably in the second quarter. Was this due to competition in the domestic 
fabric care market, lower prices, or a decline in consumer sentiment due to COVID-19? What is your 
analysis? 

A: At present, I think that the decline in the second quarter was mainly due to the recoil from bulk buying 
in the first quarter, but we have not grasped whether it was entirely due to the recoil, or whether there 
was a slight reduction in demand. As for our position in the market, we achieved growth in excess of 
the market in the first quarter, but below the market in the second quarter, resulting in growth on level 
with the market for the first six months. Depending on the timing of the launch of each company's new 
products, the results may be either higher or lower when viewed on a quarterly basis. We therefore 
believe that these results are more appropriately evaluated on a semi-annual basis. 

Q: Please tell us about year-on-year sales growth by country in the Overseas Business. Sales of laundry 
detergents declined in Thailand and Malaysia. Will this this trend continue in the latter half of the year? 

A: In the Chinese market, which we are focusing on, net sales to external customers grew by more than 
30%, and we expect this strong performance to continue in the second half of the year. In South Korea, 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

24 
 

the impact of the worsening business environment began in July last year, so it had not yet worsened 
in the first half of the year, making it a negative factor in year-on-year comparison, but sales fell only 
slightly below the previous year's level due in part to growth in demand for hand soaps. In that sense, 
there will be no major negative factor in year-on-year comparison in the second half, so we expect an 
increase in profit due to strong performance in hand soaps. 

In Malaysia and Thailand, sales decreased significantly, since the mainstay of our business is laundry 
detergents, the overall market for which has been difficult. As for the outlook for Southeast Asia, it 
depends on how long activity restrictions continue, but at the moment we expect performance on par 
with the first half of the year.  

 

Q: In addition to the activity restrictions caused by COVID-19, is there any possibility of price pressure by 
competitors or a shift toward low-end products? 

A: I think there is. However, our share of laundry detergents is not declining in Malaysia, for example. We 
have the largest share of the laundry detergent market in Malaysia, and we have maintained this 
position and have kept almost the same level of market share since last year. 

 

Q: Could you explain the factors behind the significant sales growth in China?  

A: Hand soaps saw extremely strong growth, as in other countries. The growth of oral care continues to 
be strong, and hand soaps were added to this. By channel, the share of online sales grew from 56% 
last year to 62% this year, and the growth rate was 1.7 times that of the previous year.  

 

Q: Overseas hand soap markets are expanding. What kind of strategy are you thinking about in the long 
term? 

A: We believe there is no company that has been able to respond to the full needs of the market. For 
example, the market has doubled in Thailand. If there were more supply volume, however, I think that 
we could grow the market more. This is true not only for us, but for other companies as well. We will 
continue to expand our hand soap production lines in Thailand and work to capture this demand, not 
only in the second half of the year, but also in the future.  

This hygiene-related product business is an extremely important chance for us, and it is also an area 
of great responsibility for us as a supplier of necessary products. From the second half of the year 
onward, we intend to focus our efforts even more on these issues. 

 

Q: You said that you will not announce a medium-term plan for the next fiscal year. How do you position 
2021? 

A: Given the current high level of uncertainty, we do not want to announce a three-year business plan 
like a normal medium-term business plan. However, we plan to announce our strategic approach, 
including our strategies to strengthen specific areas, looking forward to three years from now, as we 
will begin efforts under this approach next year. 

 

Q: In terms of the sense of speed, can I understand that you are keeping up with other companies in 
overseas marketing of hygiene-related products? 
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A: I think it is an advantage for us that we already have production bases centered on hand soaps in South 
Korea and Thailand. We will work to expand these even more rapidly. 

 

Q: Looking at the forecast of change factors in core operating income, why did you revise the total cost 
reduction downward from the year's initial estimate of ¥1.5 billion to ¥1 billion? 

A: Our main cost reduction measures are R&D activities aimed at improving efficiency in composition and 
the streamlining of processes. These are efforts that progress through repeated experiments and test 
production, so working from home and restraints on activities during Japan’s declared state of 
emergency resulted in delays in some areas. We expect to be able to recover from these delays from 
the third quarter onward, but the cost reduction initially anticipated in the second half of the year may 
be slightly negatively affected, so we lowered the forecast. 

 

Q: You said that the effects of stocks of products in homes had generally improved by around July. Can 
we understand that the effects in all categories, in general, have disappeared? 

A: I think that the effects of stocks in homes almost disappeared in all categories by July. However, 
demand in some areas, such as toothbrushes, has not fully recovered. We think that this may be not 
the result of the reactionary decline following the increase in stocks in homes, but rather a decline in 
demand itself. 

 

Q: You said that competition-related expenses may increase in the second half of the year. Is this due to 
measures to bolster flagging areas, like toothbrushes? 

A: Yes. We think that we have to spend on competition-related expenses to secure market share in 
areas where demand is weak, such as oral care. 

 

Q: You revised your raw material price assumptions. Did you include some extra leeway in the new 
forecasts?  

A: There is a little leeway, but not much. Its impact on profit is less than ¥500 million. 

 

Q: Why are laundry detergent markets in Southeast Asia shrinking? 

A: In Japan, we expect that people will continue to wash their clothes no matter how bad the economy 
is. However, it seems that people with very low incomes in Southeast Asia are refraining from doing 
the laundry or shifting to cheaper detergents. 

 

Q: Do you think that the current strong sales of hand soaps will continue next year? 

A: We think that, unlike with SARS or MERS, demand for hygiene-related products, particularly hand 
soaps, will remain firm from the next fiscal year onward. However, demand may be a little uneven from 
country to country. We expect demand to remain strong in Japan and Northeast Asia. However, in 
Southeast Asia, as with the decline in demand for laundry detergents, if the economy weakens, demand 
for hand soaps could return to the previous normal level. 
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Q: It seems like competition-related expenses were higher in proportion to sales in the second quarter 
than the first. Could you explain that? 

A: Competition-related expenses from April to June were level year on year. In Japan, we realized an 
overall savings. Overseas, however, the Chinese Business is doing very well, and there was the 618 
event, as well. Competition-related expenses there increased along with the increase in sales. They 
are not increasing excessively at all. 

 

Q: Could you tell us in more detail why profitability improvement measures in Malaysia did not make much 
progress? 

A: In Malaysia, the main focus of our plans was not cost reductions, but increasing sales through marketing. 
We are not losing market share, but our growth in Southeast Asia is showing signs of a slight slowdown 
from last year. In order to once again push back to a 5% growth rate, we believe it is necessary to 
gradually shift to management that emphasizes the top line. We were planning Lion Fair promotions at 
major retail chains throughout the year, but because of restrictions on the activities of retail outlets due 
to COVID-19, we were unable to implement most of the promotional efforts we had planned. 

In addition, in Malaysia, we planned to revive growth in laundry detergents, in which we hold the leading 
market position, by reformulating our branding strategies. We also planned to reinforce oral care by 
introducing the general-purpose brand of SYSTEMA and to implement oral care educational activities, 
but we were unable to put these plans into action.  

 

[END] 
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
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