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Full year results for FY3/2022
Record profits driven by the CRO business
Summary

SNBL’s FY3/22 earnings were exceedingly strong, as evident by various facts, including 
EPS hitting ¥177, surpassing the company’s forecast of ¥139, which were revised upward 
several times during the year. The company forecasts that FY3/23 EPS will fall 40% to 
¥103. Even so, after eliminating all one-off factors that boosted FY3/22 EPS, this is still a 
firm upward trend and represents average annual growth of 8.4% from FY3/21 EPS of 
¥88.

In addition to growing demand as a result of the development of a novel coronavirus 
vaccine, an urgent need, demand for primate studies at the preclinical study stage is also 
increasing dramatically because of structural changes in modalities, which has led to 
sudden changes in the structure of the preclinical study contract business. In response to 
this change in global demand, FY3/22 orders reached an historic high of ¥22.3 bn, 
surpassing net sales of ¥17.7 bn. The order backlog hit a record high of ¥19.5 bn, 
exceeding the 1H backlog of ¥17.0 bn. Although FY3/22 net sales fell ¥200 mn short of 
the company’s final forecast of ¥17.9 bn, continued strong orders were the primary 
cause of the increase in order backlog. FY3/23 earnings are also forecast to be firm.

Business Trends

• Sales for FY3/22 rose 17.5% YoY to ¥17.7 bn. The company's core CRO (pre-clinical)
business is performing well. In particular, overseas demand for new modalities requiring
primate testing is expanding and providing a tailwind. In addition, the ongoing
suspension of exports from China, a major supplier of primates for medical research,
has highlighted the company's advantage in establishing its own supply chain.

• For the FY3/23, sales are expected to continue to grow at a double-digit rate to ¥19.6
bn, and operating income is expected to increase 19% to ¥5.0 bn. The ordinary profit is
expected to decline 15% due to the impact of a foreign exchange gain of ¥1.4 bn from
the previous fiscal year, and net profit is also expected to decline by 40%. EPS of ¥103 is
a significant decrease from the ¥171 in the previous year, which was affected by the
aforementioned one-off factors, but a 17% increase from ¥88 from two years ago, or an
8% increase versus the two-year average EPS. Ordinary profit excluding the impact of
foreign exchange gains increased from ¥3.4 bn in FY3/21 to ¥5.7 bn in FY3/22 , and is
expected to reach ¥6.0 bn in FY3/23.

• The company also announced a change in its dividend policy, targeting a consolidated
payout ratio of ranging from 30% to 40%, and plans to pay a full-year dividend of 40 yen
(including an interim dividend of 20 yen) for the FY3/ 23.
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Key Indicators
Share price (5/24) 1,562
YH (4/5) 1,768
YL (1/4) 1,420
10YH (13/4/25) 2,540
10YL (16/2/12) 300
Shrs out. (mn shrs) 41.632
Mkt cap (¥ bn) 65.321
EV (¥ bn) 67.624
Equity ratio (3/31) 49.76%
FY3/23 P/E (CE) 15.1
FY3/22 P/B (act) 3.34x
FY3/22 ROE (act) 40.39%
FY3/23 DY (CE) 2.5%

This report was prepared by Sessa 
Partners on behalf of SNBL. 
Please refer to the legal 
disclaimer at the end for details.

Net sales YoY OP YoY RP YoY NP YoY EPS DPS  

FY Y mn % Y mn % Y mn % Y mn % Y Y3

3/2021 15,110 3.8 2,529 13.5 3,645 16.8 3,661 43.6 87.95 20

3/2022 17,748 17.5 4,195 65.9 7,078 94.2 7,127 94.6 171.2 40

3/2023 CE 19,600 10.4 5,000 19.2 6,000 -15.2 4,300 -39.7 103.28 40

Trading View
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Results Overview

• Although net sales rose 17.5% (¥2.6 bn) YoY to ¥17.7 bn, cost of sales grew only 6.7% 
(¥1.5 bn), and the cost of sales ratio improved almost 5 percentage points to 45%. As 
a result, gross profit rose a dramatic 28% (¥2.1 bn) to ¥9.7 bn.

• SG&A expenses increased only 9.3% (¥500 mn) to ¥5.5 bn, operating profit grew 66% 
(¥1.6 bn) to ¥4.2 bn, and operating profit margin rose 7 percentage points to 23.6%.

• Non-operating income included ¥1.37bn in foreign exchange gains for loans to 
subsidiaries and other items due to the weaker yen and ¥1.4 bn (+¥ 600 mn YoY) in 
share of profit of entities accounted for using equity method, which reflects the firm 
Japanese clinical business through the joint venture with a major U.S. company. 
Therefore, ordinary profit rose ¥3.4 bn to ¥7.1 bn.

• During 1Q, the company’s equity stake in a local Chinese subsidiary, a joint venture 
with the Chinese company Pharmaron, was sold off, and a capital increase through 
third-party allotment was conducted, leading to ¥1.4 bn in extraordinary income. 
Because of the above, profit attributable to owners of parent rose ¥3.4 bn (40%) to 
¥7.1 bn, resulting in record profit at all levels.

SNBL full year results summary
YoY

Y mn 3/2021 3/2022 % 3/2021 3/2022
Net Sales 15,110 17,748 17.5 100% 100%

Cost of sales 7,556 8,061 6.7 50.0% 45.4%

Gross proofit 7,554 9,687 28.2 50.0% 54.6%

SG&A expenses 5,025 5,492 9.3 33.3% 30.9%

Operating profit 2,529 4,195 65.9 16.7% 23.6%

Interests income 3 8

Foreign exchange gains 240 1,370

Profit from equity method investement 846 1,439

Others 30 66

Ordinary profit 3,645 7,078 94.2 24.1% 39.9%

Exstraordinary profit 1,293 1,420

Exstraordinary loss 762 315

Profit before tax 4,175 8,183

current tax expense 660 1,050

deferred tax expense -162 -33

Income tax 498 1,017

Profit 3,678 7,167

Profit attributable to minority interests 16 39

Net profit (ATOP) 3,661 7,127 94.6 24.2% 40.2%

Source: compiled by SIR from comppany TANSHIN

Actual % of sales

The ¥1.66 bn increase in operating profit can be explained by the ¥1.67 bn increase
in operating profit from the preclinical CRO business, part of the CRO business, ¥20
mn decline in operating profit from the Japanese clinical business, ¥40 mn
contraction in operating profit from the translational research (TR) business, ¥40 mn
increase in operating profit from the Medipolis business, and ¥10 mn increase in
operating profit from other.
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FY3/22 Consolidated Operating Profit YoY Change

Operating Profit By Segment

Consisting of both the preclinical CRO business, which handles commissioned
preclinical studies involving cells, laboratory animals, etc., and the clinical business,
which handles commissioned clinical studies, the CRO business accounts for 96% of
sales. The TR business handles translational research, which involves deepening basic
research with academia, such as universities, and bio startups, and then
commercializing the results by increasing value added, which entails upfront
investment-like expenses. The Medipolis business leverages the massive site that the
company owns in the city of Ibusuki, Kagoshima, as natural capital and operates
several business, including a power generation business and hotel business.

Segments 3/2020 3/2021 3/2022 3/2023 YoY Change As % of sales

¥ mn Actual CE 3/2022 2023/3CE 2022/3 2023/3CE

CRO business Net Sales 13,507 14,509 17,047 18,762 17.5% 10.1% 96% 96%
OP 2,879 3,393 5,035 6,290 48.4% 24.9% 120% 126%
OPM 21.3% 23.4% 29.5% 33.5%

TR business Net Sales 1 12 13 75 5.1% 483.1% 0.1% 0.4%
OP -613 -708 -747 -1,027 -18% -21%

Medipolis  business Net Sales 969 552 563 661 2.0% 17.3% 3.2% 3.4%
OP 0 -55 -18 -90 -0.4% -1.8%

Others Net Sales 499 504 969 864 92.3% -10.8% 5.5% 4.4%
OP 87 -35 42 5 -88.0% 1.0% 0.1%

Adjustment Net Sales -416 -467 -844 -764 -4.8% -3.9%
OP -125 -65 -116 -178 -2.8% -3.6%

TOTAL Net Sales 14,561 15,111 17,748 19,600 17.5% 10.4% 100% 100%
OP 2,228 2,530 4,195 5,000 65.9% 19.2% 100% 100%
OPM 15.3% 16.7% 23.6% 25.5%

Source: complied by SIR from company materials

Source：Company’s IR materials
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CRO Business

CRO business net sales rose ¥2.5 bn (17.5%) to ¥17.0 bn. Of that, net sales from the
preclinical CRO business grew 21.6% to ¥16.1 bn and accounted for 95% of CRO
business net sales. Operating profit totaled ¥5.0 bn, a dramatic YoY increase of ¥1.6
bn (48%). This included ¥4.6 bn in operating profit from the preclinical CRO business,
a YoY increase of 61%. The OPM rose 6.2 percentage points YoY to 29.5%. In addition
to a high utilization rate because of large order backlog and strong orders in the
preclinical CRO business, innovation of in-house operating processes (promotion of
RPA and the “Zero Mission” in-house activities, which aim to eliminate the use of
paper) were successful in reducing costs. At the end of FY3/22, the order backlog
had grown ¥6.2 bn (47%) to ¥19.5 bn.

Operating Profit from Preclinical Business
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Preclinical CRO Business Orders

As for the dramatic increase in OPM, the preclinical CRO business employs a process
industry profit model, which is characterized by dramatic rise in gross profit margin
when utilization rates increase with SG&A expenses changing little. The increase in the
utilization rate for the business rose as a result of changes to modalities in drug
discovery, greater use of outsourcing, and strong increase in orders due to the Web
environment taking root. FY3/22 orders for the preclinical CRO business rose ¥7.1 bn
(47%) YoY to a record high of ¥22.4 bn. While Japanese orders increased ¥4.2 bn
(34%) to ¥16.3 bn, overseas orders rose ¥3.0 bn (96%) to ¥6.1 bn. Overseas orders as
a percentage of total orders rose 7 percentage points to 27%. As for the increase in
overseas order, there was prominent growth in orders from the U.S. and Europe,
which rose ¥2.7 bn to ¥4.4 bn. In Asia, orders grew ¥300 mn to ¥1.8 bn.

¥ bn
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The increase in orders from overseas customers was supported by the company’s 
in-house large laboratory animal(primate) breeding and supply system and early 
construction of an evaluation system that is based on cutting-edge devices required 
to evaluate the effectiveness and safety of new modalities in drug discovery.

In addition, the company has made steady progress in concluding contracts to 
undertake comprehensive research at the drug discovery stage with major 
pharmaceutical companies and has already received orders from multiple 
companies for such studies.

Japanese Clinical Business

The Japanese clinical study business, which generated little over ¥3.0 bn in sales in
FY3/15, was transferred to PPD-SNBL, a joint venture with U.S.-based PPD, the
world’s largest CRO company, in April 2015. PPD holds a 60% stake in the company,
and SNBL a 40% stake (initially, PPD’s stake was 51%, and SNBL’s, 49%), which the
company records as “share of profit of entities accounted for using equity method”
under non-operating income.

In FY12/21, PPD-SNBL recorded net sales of ¥10.7 bn (+5.0% YoY), operating profit
of ¥2.7 bn, and net profit of ¥2.7 bn (+61% YoY), which is the about the same as its
operating profit. Of SNBL’s equity method profit of ¥1.44 bn in FY3/2022, profit
from PPD-SNBL was ¥1.26 bn (¥850 mn in FY3/2021). The equity method profit
from PPD-SNBL in FY3/2023 is expected to decrease from the previous year due to
no expectation for foreign exchange gains that happened in FY3/2022 and no tax
savings benefit from loss carry forwards.

Translational Research (TR) business

The consolidated subsidiary SNLD, which is working to independently develop
pharmaceuticals administered through the nose, launched a Phase I clinical study in
Japan in March 2022, resulting in TR business R&D expenses growing to ¥220 mn from
¥140 mn in FY3/21. They are expected to grow to ¥500 mn in FY3/23. The
consolidated ordinary loss for FY3/23 is forecast to grow ¥280 mn to ¥1.02 bn.
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A distinguishing feature of the experimental drug TR 012001 is its immediate effect.
An existing established therapeutic ingredient is quickly absorbed through the nasal
membrane using an intranasal drug delivery system that combines an independently
discovered carrier‒based powdered formulation technology and delivery device.
The drug is expected to be used as a rescue drug for off symptoms for sufferers of
neurodegenerative disease, of which there are 160,000 in Japan. The results of the
Phase I trial are expected to be revealed by the end of this year, and the FY2/23 is
expected to be a touchstone for the future commercialization of SNBL's TR business.

Company Forecast for FY3/23  Consolidated Ordinary Profit by Segment

Source: company material

Source: company material
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Medipolis Business (Social benefits generation business)

For the Medipolis business, FY3/22 net sales rose ¥11 mn (2.0%) to ¥560 mn. The
operating loss from the business fell to ¥20 mn from ¥50 mn in FY3/21. The
hospitality business, which operates health-themed lodging facilities, has been
impacted by the COVID-19 pandemic. On the other hand, the geothermal power
generation business is positioned as an environment friendly social business with
ESG in mind and operates a 1,500 kW binary geothermal power plant that falls
under the feed-in tariff system for renewable energy. The business posted record
power output in FY3/22 that exceeded 10 mn kWh. In FY3/23, the business is
projected to post an increase in net sales but decline in profit due to the impact of a
major turbine inspection (-¥12 mn), which is conducted once every four year.

Medipolis Geothermal Power PlantHotel: AMAFURU

Forest of Medipolis IBUSUKI
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LEGAL DISCLAIMER

This report is intended to provide information about the subject company, and it is not intended to

solicit or recommend investment. Although the data and information contained in this report have

been determined to be reliable, we do not guarantee their authenticity or accuracy.

This report has been prepared by Sessa Partners on behalf of the concerned company for which it has

received compensation. Officers and employees of Sessa Partners may be engaged in transactions

such as trading in securities issued by the company, or they may have the possibility of doing so in

the future. For this reason, the forecasts and information contained in this report may lack

objectivity. Sessa Partners assumes no liability for any commercial loss based on use of this report.

The copyright of this report belongs to Sessa Partners. Modification, manipulation, distribution or

transmission of this report constitutes copyright infringement and is strictly prohibited.


