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Presentation 

 

Nishio: Now I'd like to turn this call over to S. Krishna Kumar, Senior Vice President, JAPAC and Japan's CFO.  

S. Krishna Kumar*: Thank you, Nishio-san. Good afternoon, everyone, and welcome to Oracle Japan's Q4 
FY2023 earnings conference call.  

In this quarter, we continue to make progress on both our on-premises and our cloud services. We won a lot 
of marquee customers in various industries, especially the financial sector, manufacturing industries, and 
public sector.  

I have said many times before at this conference, OTI is selected as a government cloud at the digital agency. 
We are an enterprise technology vendor of choice because we have the products and services that help our 
customers drive cost efficiency and modernize their businesses.  

To give some customer references [TD] searching for our tech cloud NRI who bought a dedicated region from 
us, have moved their retail brokerage accounting system, the star to Oracle Cloud Infrastructure dedicated 
region.  

RK, KKCS, and Oracle will strengthen our collaboration to implement the comprehensive administrative 
system, a core package for local governments on Oracle Cloud infrastructure.  

NTT West has selected Oracle Cloud infrastructure to develop a new platform to streamline its internal 
business operations.  

On the SaaS side, also, there are a lot of companies that have chosen the Oracle SaaS application, for example, 
Pokémon, UCC Holdings, and Mitsuuroko.  

I'll move to the numbers now.  
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Our total revenue, a JPY226,914 billion gain, grew 5.7% compared to the previous year on the back of a strong 
growth in our cloud and our license revenues.  
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Cloud services and license support revenue was JPY141.975 billion, up 7%, and the revenue in Q4 for three 
months grew 10%.  

Infrastructure consumption revenues also had a strong momentum, which includes the autonomous database.  

The growth in our remaining performance obligation also indicates our strong backlog for the next couple of 
years in cloud services.  
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Operating income was JPY74,396 billion, increasing 1.6%, and net income was also up 1.6%.  
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Total revenue and all three margins indicated record high in the fiscal year. As I had mentioned before Q4 that 
we have a strong pipeline, and we will overcome the seasonality, and the results are here for you to see.  

Thank you very much.  

And now, I hand over to questions.  
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Question & Answer 

 

Nishio [M]: The first question is from Kaori Chiba from JPMorgan.  

Nishio [Q]*: This first question has to do with the guidance for fiscal year ending May 2024. The growth rate 
of EPS, the maximum is lower than the revenue growth rate. Does it mean that your revenue or profitability 
will deteriorate? And if so, what is the reason behind it? 

S. Krishna Kumar [A]*: As you can see in FY2023, we exceeded our revenue guidance, but our EPS was in the 
middle of our range. The primary reason for that was the deterioration of the Japanese yen, which took some 
of our costs higher than what we anticipated. Keeping that in mind, we are adopting an approach which looks 
reasonable to us as of now for our EPS range.  

As you can see, we are starting our EPS at the bottom. The end of our range is our EPS for the current year. 
So that's the bottom end of our range, and our high end is about 480, and that's what we see today.  

Nishio [M]: The second question from Chiba-san. 

Nishio [Q]*: In Q4, with the hiring of new grants, the total number of employees did increase. And going 
forward, do you plan to resume the hiring, including the mid-career hires? 

S. Krishna Kumar [A]: Just because our headcount numbers have been stable in the last few years does not 
mean that we are not hiring. We lose people, we hire people. We hire in the right areas. We try and hire into 
our strategic businesses, and some of the nonstrategic businesses, we let people go whenever they are 
[taught]. So that is what has been. Basically, we want to drive maximum revenues as efficiently as possible. 
That has been our objective, and we will continue to do that.  

Nishio [M]: Third question from Chiba-san. 

Nishio [Q]*: It seems like traction of generative AI in the US is contributing to the performance, the results of 
your company, perhaps being a parent company. My question is about the approaches or inquiries from 
generative AI-related companies in Japan.  

S. Krishna Kumar [A]*: Yes, that's right. Generative AI is a new phenomenon that will obviously also attract a 
lot of enterprise attention. And as you would have heard from the US press release, the article is at the 
forefront in that technology. Our Japanese customers definitely also are interested. And if they are not 
interested, now they would be interested tomorrow. You will hear more about the generative capabilities of 
Oracle in the days to come from our different press releases.  

Nishio [M]: Segawa-san from Morgan Stanley has placed two questions, but the first one was related to 
Generative AI. So, moving on to the second question.  

Nishio [Q]*: This contract liabilities in May is high, has gone up by 16% on a YoY basis. So, what is the reason 
behind it? Were there any large-sized deals that you've achieved?  

S. Krishna Kumar [A]: We continue to book strong cloud business. So that drives some of the momentum in 
our own revenues. And we also saw multiple customers signing a lot of multiple support contracts with us, 
which also partially led to an increase in our RPO. So, it's a combination of both factors.  

Nishio [M]: The next question is from Tanaka-san of Mitsubishi UFJ Morgan Stanley.  
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Nishio [Q]*: Please elaborate a little more on the details of cloud license and support of Q4, such as like Fusion 
ERP.  

S. Krishna Kumar [A]*: We continue to see a lot of momentum across all our cloud services. So, we saw, 
obviously, our tech cloud services getting a lot of traction. And also, our ERP continues with ERP, both our 
Fusion and our [inaudible] ERP continue to show a lot of traction in the Japanese market. And we continue to 
maintain our high growth rates in both of these businesses.  

Nishio [M]: So, Tanaka-san, second question.  

Nishio [Q]*: This applies to Q4 as well. But even throughout the year, gross margin is coming down on a YoY 
basis. So, can you tell me about the reasons behind it, and also the outlook going forward?  

S. Krishna Kumar [A]*: As I had indicated in my opening comments, also, we did see some increase in our 
expenses due to the deterioration of the Japanese yen. Some of that impacted on our margins as we went 
through the year. And I have always maintained that we will continue to see our margins in the early 30s as a 
percentage. And we have consistently maintained that. I think we should be able to maintain that in the future 
as well.  

Nishio [M]: From Citigroup Securities, Qiu-san. The first question is regarding cloud service license support.  

Nishio [Q]*: The revenue growth rate for last fiscal year had increased quarter-by-quarter. So, what is your 
outlook for this fiscal year? What would be the growth rate?  

S. Krishna Kumar [A]*: This particular segment, as you know, includes cloud services, and it includes our 
support revenue. Our support revenue continues to be strong because customers renew our support, and 
more than 95% of our customers renewed support every year. And we also incrementally add more licenses 
every year.  

The second portion in this segment is basically our cloud services, which, as I mentioned, are showing strong 
momentum, and they will continue to grow at a very high rate. So, I think we should see similar growth rates 
in the future as well for this particular segment. I did not break my total forecast. I do not break my revenues 
and give you individual segment percentages.  

Nishio [M]: The second question from Qiu-san. 

Nishio [Q]*: What is your forex assumption for this fiscal year? And please share with us some of the cost 
items, which are susceptible to exchange rate fluctuations.  

S. Krishna Kumar [A]: I am basically not in the business of predicting JPY/USD rates. I'm more focused on my 
business and growing the top line as efficiently as possible. So currently, our forecast, we have assumed mostly 
the current rates between JPY and USD.  

Nishio [M]: Taken from Kikuchi-san of SMBC Nikko Securities.  

Nishio [Q]*: What is the reason behind the cost ratio increase of hardware in Q4? 

S. Krishna Kumar [A]*: Hardware or costs are a direct result of our revenue. If the revenues go up, the 
hardware cost also goes up. So, it's a variable cost, and that's primarily the reason why the costs are up.  

Nishio [M]: The second question is from Kikuchi-san.  
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Kikuchi [Q]*: Have there been any changes in the royalty rate of software products? And also, please share 
with us the projection and the outlook for the cost ratio of hardware this year.  

S. Krishna Kumar [A]*: We have not changed any royalty rates. We will continue to hold the same royalty 
rates. And if it changes, I will let you know. So, we continue to hold on to the same royalty rates and hardware 
costs. I think our profitability will continue to improve in the hardware business as well, as we sell more 
strategic products. So, that's basically our perspective.  

Nishio [M]: [Inaudible] Group Securities, [Cusan]. 

Nishio [Q]*: Which cost items are susceptible to exchange rate auctions? 

S. Krishna Kumar [Q]*: Basically, some of the costs that we get from charge from the corporation, whether 
it's our data center charges, whether it's the stages for using the corporation services, those charges generally 
get affected by the JPY rate.  

Nishio [M]: The next question is from Watanabe-san of [inaudible] Asset Management.  

Nishio [Q]*: Please share with us the growth rate in Q4 of Fusion ERP Cloud and NetSuite. 

S. Krishna Kumar [A]*: Both Fusion ERP and NetSuite continue to grow in double digits. We are very happy 
with the consistent growth rates for both of these products,. and we continue to penetrate the market. As I 
mentioned, I gave you some examples of really marquee names that are adopting our Fusion ERP systems.  

In the NetSuite side, we started this business only a few years ago, and we are seeing a lot of interest in the 
market, in the small and medium enterprise market. So, we will continue to see this momentum going through 
to the next year.  

Nishio [M]: Segawa-san from Morgan Stanley.  

Nishio [Q]*: This is regarding Generative AI. In terms of strengthening your product competitiveness, what 
kind of impact will it have? What kind of benefit will it have?  

S. Krishna Kumar [A]*: Generative AI is an evolving area, as we speak. So, it is very difficult to predict where 
it will go. But as far as Oracle is concerned, I can assure you that we were always at the forefront of enterprise 
technology. And if there is a new technology there for us to adopt, and change, and impact of our products, 
you can rest assured that we will be one of the pioneers in this technology.  

[END] 

______________ 
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