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Koshiji: Hello, Koshiji here. I will now present a summary of the financial results. 

We always start with our core principle and world vision, and it is presented here on page three. Our core 
principle is exploring the secrets and mechanisms of nature in order to contribute to people’s health. This is 
also the origin of our company name. Santen Pharmaceutical is working daily to realize “Happiness with 
Vision”, the ideal world that we aim for. 

 

Next is page four. This page presents Santen 2030, our long-term vision. 
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Next, page five. This is an explanation of the Medium-Term Plan MTP2025. 

 

Next, page six. As I explained in the May financial results, we believe it is imperative to improve profitability 
and build a resilient structure to ensure medium-term growth. 

First is ROE, which must be restored to 10% or more. To this end, we aim to return the core operating margin, 
which has fallen to 17%, back to the 20% range. R&D expenses for future growth will be secured, and taking 
into consideration the possibility of reducing the cost of sales ratio, SG&A expenses as a percentage of sales 
should be reduced to the 30% level. We are working to shift to this kind of P&L structure. 
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Although the forecast for the current fiscal year shows a decrease in core operating profit, we believe that for 
FY2023, we recognize the importance of returning to the levels of FY2019 and FY2020. We recognize that such 
a level, roughly JPY50 billion in core operating profit, is the minimum target, considering the stock price 
situation and other factors. We are working to improve profitability as an utmost priority issue. 

 

Page eight shows the results for Q1. 

Revenues increased and earnings declined, but progress toward the full-year forecast is essentially as planned, 
with revenue of JPY65.5 billion and core operating income of JPY10.6 billion. In particular, in terms of cost 
containment, we are able to absorb the cost-increasing factors caused by the yen’s depreciation, and we 
evaluate ourselves as being able to manage the entire P&L appropriately. 

As for revenue and earnings, as I will explain in more detail later, although there was a significant decline in 
the China segment due to COVID-19-related market contraction, the overall decline was compensated for in 
other regions, and there was little change YoY. 

On the other hand, the cost of sales ratio increased from the previous year due to the sales composition by 
region and product mix, resulting in a decrease in gross profit of 2%, or JPY37.1 billion, from the previous year. 

In terms of expenses, as I mentioned earlier, the depreciation of the yen has had a negative impact. Although 
R&D expenses have increased due to progress in development that will lead to future growth, we have 
implemented cost controls to improve profitability, including personnel management related to recruitment 
and strengthening of centralized purchasing. As you can see, the results are negative YoY in absolute terms, 
but improved as a percentage of sales. 

However, core operating profit basis was JPY10.6 billion, down 9.5% YoY. On an IFRS basis, it was down 9%, 
at JPY8.3 billion. Quarterly profit was JPY6.7 billion. Regarding the tax rate, the rate increased YoY from 20.1% 
to 26%. This was mainly due to one-time factors such as adjustments to deferred tax assets in the previous 
year. Excluding these effects, we recognize that the tax rate on a net basis was 26.7% in the previous year, 
and roughly 24.9% or approximately 25% in the current year. 
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Page nine. Here are the sales by region. 

As explained earlier, sales revenue was JPY65.5 billion, of which JPY42.3 billion was domestic and JPY23.3 
billion was overseas. This result has arisen after covering for reduced sales in China resulting from the market 
contraction. 

Revenue in Japan was down 0.1% YoY, almost totally recovering from the impact of the NHI drug price revision. 
We recognize our extremely high market share of 52.9% as being an important factor here. 

Revenue in China has fallen as a result of the macro environment. Asia and EMEA achieved double-digit 
growth as a result of efforts to expand sales. In the US, continuing supply problems relating to Eyevance, 
which we acquired, resulted in a decrease in sales. 
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Page ten. This is the change in core operating profit. 

The first factor is the gross profit. As I explained earlier, the cost ratio increased as a result of the NHI price 
revision, product mix, and also the composition by region. The figure has increased from 41% to 43%. 

One thing we were not able to anticipate was the shrinkage of the Chinese market. This market is composed 
of a very low cost ratio and high gross margin. Contribution to consolidated results decreased, resulting in an 
overall increase in the cost ratio. 

However, there is no change in the forecast full-year figure of 39%, or in our medium-term goal to achieve a 
figure of 36%. We are identifying drivers and other factors in our efforts to achieve this. Also, we are working 
on our own product manufacturing cost initiatives. 

Next, we have achieved controls of SG&A expenses. Roughly 55% are denominated in foreign currencies. 
Therefore, although our results were affected by the exchange rate, the final result was negative JPY800 
million from the previous year. The sales ratio also improved. This is the overall picture. 

While R&D expenses increased, this increase was due to progress in development. 75% of R&D is denominated 
in foreign currencies, which was affected by the depreciation of the yen. 

As you can finally see, core operating profit was JPY10.6 billion, down JPY1.1 billion from the previous year. 
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As for page eleven and beyond, I will break down the situation by region. 

First is China. As you know, strict measures are being implemented in China to prevent the spread of COVID-
19. The market has shrunk as a result, especially since the majority of our portfolio in China consists of 
products for dry eye and infectious diseases, which are also used in the perioperative period for many 
operations. The number of operations has decreased, and this is having a strong impact on the market. 

In order to secure profits, expenses are being controlled in accordance with the sales situation. At present 
these measures have not been sufficient to absorb the decline in sales. That is the situation. 

We will continue to absorb the volatility in China by standing our ground, and we have confirmed that we are 
on track to do so in Q1. 
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Page twelve shows the situation in Japan. 

Here, sales were higher than expected. Although the NHI drug price revision reduced the cost of Eybelis, 
Diquas, and other products, sales by volume are growing steadily. 

We received approval in June for our new formulation of Diquas LX. We are currently preparing for launch 
after the NHI drug price listing. 

No launch took place in June for a generic version of Alesion LX. We had a very cautious outlook for the current 
fiscal year, assuming the penetration of generics in the Alesion LX and Eylea markets. However, we are now 
aware that the momentum is strong on a full-year basis, and that the materials to support this are now in 
place. 
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In Asia, sales were also higher than expected, with strong growth in South Korea, which accounts for half of 
sales in the region. We also saw double-digit growth in other countries. 

 

Page fourteen shows the situation in EMEA. Glaucoma products, which make up a large portion of our 
portfolio, are growing steadily. 

In addition to geopolitical instability in Russia and other countries, we are facing the LoE of Tapros and other 
factors in second half of the year. However, we are confident that we can absorb these factors and realize 
stable sales and profits. 
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Next, page fifteen. This shows the situation in the Americas. 

Although we are on track to resolve the supply problem of Eyevance products that has been occurring since 
last fiscal year, we expect a full recovery to begin Q2 onward of this fiscal year. With regard to Verkazia, which 
was launched in May, the response from the medical community has been positive, as the drug is indicated 
for the rare disease vernal keratoconjunctivitis. 

However, the market started slowly due to delays in Medicaid reimbursement procedures and the fact that 
the market launch was after the allergy season, which was in May. We believe that a full-scale launch will take 
place in Q4 or later, taking into account the allergy season. 

Apart from those individual situations, we recognize that improving profitability is an urgent issue for the 
Americas as a whole. For the current fiscal year, our first priority is to reduce the deficit. We will continue to 
implement measures to address this urgent issue. We are planning a PDUFA for STN1011700 in the second 
half of FY22, and plan to revise our strategy in response to that. 
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Page sixteen is the earnings forecast. 

There are no changes at this time. Although the Q1 results showed a 9.5% decrease in profit on a core basis, 
we have not changed our full-year forecast at this time. The forecast figures are almost the same level, with 
a 2% decrease in core profit. In fact, given the current upside in the Japanese business, we are aware that the 
elements may be coming together to allow us to revise our forecasts upward. 

However, given the downside, such as the uncertainty of the business environment in China, we will continue 
to monitor the situation closely and have reached the decision not to make any changes at present. That is 
the situation. 
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Page seventeen summarizes shareholder returns. 

As announced in May, the dividend forecast is JPY32, and the total return ratio is expected to be 150%. 
Considering the status of our investments and business performance over the past three to four years, our 
first priority for the current fiscal year is to return profits to shareholders. As a part of this, we are conducting 
a share buyback until September, and the status is as shown. 
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Page eighteen. 

Regarding capital investment, the third building of the Shiga Plant, which had been under construction, was 
completed at the end of July. Although there were concerns, such as the expansion of COVID-19 and the global 
shortage of semiconductors, the entire company, led by the production department, worked together to 
promote the project and reached a major milestone: the completion of construction. 

This new Shiga building, the third building, is designed to achieve high productivity through automation and 
digitalization, as well as to be environmentally friendly. The plant is scheduled to start operation in FY23 as 
planned. It is expected to reduce depreciation burden and manufacturing costs, contributing to improved 
profitability. 

This concludes my presentation. 



 
 

 
13 

 

 

Sallstig: Thank you. See page twenty. 

Solid progress continued in Q1. While there has been progress in nine projects in the later phases, there has 
also been some progress with new results, including in the areas of myopia, ptosis, MGD, and FECD. 

As we announced in June, STN1011700 has been re-filed in the US and a target date of November 6 has been 
set for completion of the review. 

In Japan, the soft launch of the PRESERFLO MicroShunt began late last month. The Company has also received 
approval for Diquas LX, which cuts the number of eye drops in half compared to the conventional prescription. 
We are aiming to have the drug listed on the NHI drug price list in November. 

Verkazia is a treatment for the rare disease, vernal keratoconjunctivitis. This is a recurrent severe allergic 
disease that occurs mainly in children and young adults. Verkazia was launched in the US and received 
approval in China. 

In China, we also initiated a Phase II/III study of STN1012700, an atropine formulation for myopia. 
Preparations have begun for a Phase III study of STN1013800 for ptosis. 

For MGD, we plan to obtain PoC data during Q2. 
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Page twenty one, please. 

This ROCK inhibitor for glaucoma has been in-licensed from Aerie and is under development in Japan, China, 
Asia, and Europe. 

For both STN1013900, a single agent, and STN1014000, a combination drug, applications have already been 
filed in Asia. These are planned to be launched in Europe this fiscal year. 

We are pleased to report that progress has been made in the Phase III study of STN1013900 in Japan. 
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Page twenty two. 

Three Phase III studies are required for application in Japan. As we have already reported, the first study 
showed superiority over ripasudil and met its primary endpoint. We are pleased to report top-line data from 
the second study, on the effect of the combination with latanoprost. 
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Page twenty three. 

The graph shows the decrease in IOP from baseline over time. Light blue is the group with STN1013900 and 
latanoprost, and red is the group with placebo and latanoprost. Please see the appendix for details on the 
protocol. 

As you can see, the light blue STN1013900 combination group achieved the primary endpoint with a 
statistically significant advantage over the red latanoprost-only group from one to four weeks post-dose. 

Since this is a combination study with latanoprost, as expected, more adverse events occurred. Conjunctival 
hyperemia was the most frequent adverse event. 

We will continue to proceed with the third long-term study. This concludes my presentation. 
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Question & Answer 

 

Q-1-1  

In the materials, you mentioned China, which has been a topic of discussion for the past several years. This 
time the factors are a little different from the past. I have the impression that there is a wider range of 
influences this time. 

I think that these influences can’t be helped, and it’s just a question of responding appropriately to them. I 
have a feeling that it is difficult to take countermeasures when the market is weak. However, would you please 
comment on how you see the situation in China in the future, including your outlook for Q2, Q3, and Q4? 

A-1-1 

Koshiji : The future outlook for China. I will take this question. 

First of all, Q1 had an unexpected impact on our business. We are aware that we cannot be overly optimistic 
about Q2 and beyond. However, in this respect, we believe that Q2 will be slightly better than Q1, and we 
expect improvement over time in Q3 and Q4. 

However, based on that assumption, our original forecast for the full year of JPY35 billion, which is on page 
eleven, seems quite implausible. That begs the question, what is a reasonable estimate? We are currently in 
the process of examining this question, whether it will be JPY35 billion, JPY30 billion, or JPY25 billion. After 
looking at the situation in Q2, I think we will be in a better position to determine a specific amount. 

However, our current forecast is that sales, which in Q1 were JPY3.6 billion, will be much higher in Q2. We 
expect sales to almost double. 

 

Q-1-2-1 

Another point is that you mentioned that SG&A expenses have decreased, so it seems you overcame the 
impact of the foreign exchange rate headwinds. Could you tell us which specific areas saw a decrease?  

A-1-2-1 

Koshiji : Total SG&A expenses for Q1 were JPY20.2 billion in the previous fiscal year and JPY19.4 billion in this 
fiscal year, so there was a 4% decrease. As a percentage of the composition, that’s a decrease from 31.1% to 
29.6%. Although the YoY decrease was 4%, we recognize that there was about a 5% appreciation factor due 
to the exchange rate, so in real terms the decrease was 9%. 

The majority of these expenses are direct adjustment expenses, which are things like variable expenses and 
personnel expenses. These are mostly denominated in foreign currencies. Variable expenses are down 20% 
YoY. 

Q-1-2-2 

Does that include promotional costs and things like that? 
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A-1-2-2 

Koshiji : Yes, a lot of it is promotional costs associated with sales activities. Naturally, the COVID-19 measures 
have led to a decline in activities in China and other countries, so I believe that these factors are having an 
effect. We are also reviewing our marketing activities globally on a zero-based, new-normal basis. I am aware 
that such effects are emerging. Thank you. 

 

Q-2-1-1 

First of all, I would like to ask you about the medium-term outlook, which you explained on page six today. 
How do you plan to restore core operating profit to the JPY50 billion level from the next fiscal year onward? 
Also, I am wondering if you could give us an update on the mid-term forecast at some point. 

A-2-1-1 

Koshiji : In that respect, the overall PL control is as I just mentioned. In this context, we have identified drivers 
for reductions, particularly in expenses, and are working hard to address them. 

SG&A, promotional expenses are two components. One is the variable cost portion, as I mentioned just now. 
At the same time, as covered on page fifteen, in the case of the US, the deficit has been on a persistent 
downward trend, so we need to curb this deficit. I believe those areas will be the major drivers of 
improvement in the ratio of SG&A expenses. 

We will work on these two improvements. The situation will become clearer when the US business strategy 
is clarified and finalized. 

In that respect, I am aware that the STN1011700 approval I mentioned earlier will be around the same time. 
Thank you. 

Q-2-1-2 

Thank you very much.  

If so, would it be correct to say that the first message is to raise the profit level by optimizing costs rather than 
by increasing sales? 

A-2-1-2 

Koshiji : In terms of net sales, the assumptions used in this Medium-Term Plan differ from those in the 
previous plan. Delays in the launch of STN1011700 in the US mean that the assumption of sales of JPY315 
billion is difficult to attain. However, profits will be secured with a resilient PL structure. We would like to 
manage our business based on such a concept. 

 

Q-2-2 

Secondly, in the area of development, I would like to know about STN1013400 for myopia. We have heard 
that the safety and tolerability of the drug was confirmed in Phase I in Japan. If you have any comments on 
the development strategy, schedule, and so on, please let us know. 
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A-2-2 

Sallstig : Thank you for your question. 

All I can say at this stage is that we are looking at those options and trying to move forward as quickly as 
possible. We are currently preparing to conduct Phase I trials in China as well as Japan, so I cannot give you a 
specific timeline, but I can tell you that we are in the process of moving forward with the project as quickly as 
possible. 

 

Q-3-1-1 

First of all, you mentioned reviewing the US strategy after the PDUFA for STN1011700. Could you be more 
specific about this? 

A-3-1-1 

Koshiji : We are considering whether to sell the product directly in-house or to out-license it. We are reviewing 
this and other issues. Does that answer your question? 

Q-3-1-2 

Do you have any plans which entity to bring the product to? 

A-3-1-2 

Koshiji : I can only say at this stage that we are pursuing various possibilities. 

 

Q-3-2 

One more thing. Since the reason for the previous Complete Response Letter (CRL) relating to STN1011700 
was due to a manufacturing problem at the contractor, is it correct to assume that the primary efficacy and 
safety issues are not a problem, and that STN1011700 will be approved without any problems by the PDUFA 
date?  

A-3-2 

Sallstig : The CRL clearly specifies GMP-related issues at the contractor, so the agency and the contractor are 
discussing this point and taking measures to meet the requirements. We refiled on May 6 and are now waiting 
for the November 6 PDUFA date. 

 

Q-4-1-1 

I think I know the sales for Eylea decreased YoY, and that the budget for FY22 incorporates the risk of 
biosimilars, but is the sales of Vabysmo having an impact on the sales of Eylea? If it is having an impact, what 
is the level of the impact? 
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A-4-1-1 

Koshiji : In terms of Q1, we are not aware of any significant impact. We assume that it is mainly used in cases 
where existing products are not effective. However, Eylea has a long clinical track record, so it is not likely to 
be affected by a sudden and sharp decline in sales. We are aware that the current results are negative YoY as 
you have pointed out, but we are aware that this is not a factor of other products. Does that answer your 
question? 

Q-4-1-2 

And was there a negative impact from NHI price revision? 

A-4-1-2 

Koshiji : There was not. 

 

Q-4-2-1 

One more thing, I think it was after the Q4 announcement, there was a change in the division of management 
roles, and Mr. Kurokawa has come back to represent the Company. Could you please explain again the 
background and meaning of this change? 

A-4-2-1 

Koshiji : To the extent that I can speak here, I would like to say that we take very seriously the evaluation of 
our stock price and views of the market. There is a recognition that the management team must work together 
to do its best in order to maximize shareholder value. Although Chairman Kurokawa temporarily stepped 
down from his representative position, he will return and become more deeply involved in the Company’s 
management. 

Q-4-2-2 

In other words, how have the responsibilities or actual management decisions changed since mid-May? 

A-4-2-2 

Koshiji : In that respect, there has been no change, since Chairman Kurokawa was the representative director 
until the end of March. In that respect, the method and manner of involvement has not particularly changed 
between the period up to March and from May onward. 

To put it in chronological order, from April to June 24, he did not hold the representative director position. 
Since he was not in the office, his involvement was not as a representative director, but there was a bit of a 
gap, so we are now back to the situation we were in until March. 

 

Q-5-1 

First, I would like to understand a little more about China. Mr. Koshiji talked earlier about the impact of COVID-
19. However, the COVID-19 pandemic has been going on for about two and a half years now. The fall in sales 
in this Q1 period has been quite dramatic. I’m wondering about the extent to which this is due to 
macroeconomic factors, and not COVID-19. 
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You also mentioned that you are holding down SG&A expenses and promotional activities, but I would like to 
ask you to also comment on whether you are maintaining a system that will enable a solid recovery in sales 
when the environment improves in the future. 

A-5-1 

Koshiji : I think it is possible that there are other factors behind the sharp decline in sales in China besides 
COVID-19. Certainly, COVID-19 has been ongoing for two years now, but we recognize that the situation this 
time is stricter than ever before. In that sense, we believe that most, if not almost all, of the impact on this 
occasion was due to the Chinese government’s very strict COVID-19 measures. 

We are not losing market share to other companies, so the other possible element is the macroeconomic 
factor. 

We are aware of the fact that after the recovery, we don’t want to be slow out of the gate, and so we are 
trying to control the situation appropriately in terms of cost reduction, especially in personnel expenses. 

In China, the personnel retention rate has always been low. The turnover rate for the entire company is 
approximately 13% to 15%. In China, the figure is approximately 25%. We believe that we are managing labor 
costs in a way that allows a flexible approach, and variability in costs, in accordance with the environment. 
Thank you. 

 

Q-5-2-1 

Secondly, regarding Asia, I am not sure what you mean on page thirteen by changes in the external 
environment for the current fiscal year. Could you explain this in more detail? 

A-5-2-1 

Koshiji : This refers largely to COVID-19. Asia has shown steady growth over the past few years, but if we look 
at the quarterly results, we see that Vietnam and Thailand, which follow after South Korea in market size, 
tend to employ very strict COVID-19 measures. The resulting variability in sales is quite large. These and other 
changes in the external environment are under consideration in the full-year forecast. 

Q-5-2-2 

You mention here the impact of changes in the competitive relationship with generics. Are there any new 
developments in this area? 

A-5-2-2 

Koshiji : No, there are no new developments here. There is competition between generics and our Diquas and 
Tapros products. The competition is intensifying, but in fact, there is also greater competition between 
generics. 

[END] 

 


