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• Q3—further growth in sales and profits: In 09/9 Q3, operating profits rose 

15% y-y to ¥0.78bn as sales expanded 10% to ¥5.5bn. The CRO segment did 
well, but results were weak at the site management organization (SMO) 
segment and the software development segment. EPS has left its full-year 09/9 
forecasts unchanged, and our profit forecasts remain higher than the 
company’s. Nevertheless, we slightly lower our 09/9 forecasts chiefly on 
weakness at the software development segment. Our forecasts from 10/9 also 
newly factor in the merger of the contract sales organization (CSO) subsidiary.  

• Strong performance in data management: The CRO segment, which 
centers on data management, has been doing well, with its good reputation 
apparently keeping orders buoyant. In Q3, sales in the data management 
business expanded 22% y-y to ¥1.6bn, while monitoring revenues rose 7% to 
¥1.9bn. In contrast with data management, however, monitoring orders were 
weak. With pharmaceutical manufacturers apparently reining in their R&D 
spending, caution is needed on order trends.  

• Weakness in SMO and software development segments: The SMO 
segment and the software development segment performed poorly in Q3, with 
the SMO segment apparently below plan. Believing a rapid recovery in Q4 
unlikely, we lower our forecasts. The software development business continues 
to struggle amid fallout from the economic downturn, and with no signs of 
improvement yet we lower our forecasts here as well.  

• CSO business expected to contribute to earnings from 10/9: On 23 July, 
EPS announced the merger of its consolidated subsidiary EPMedical with 
Pharma Network, with a view to strengthening its CSO business, which 
handles subcontracted medical representative (MR) operations and MR 
dispatching. Combined FY08 sales and operating profits at the two merged 
companies were ¥3bn and ¥150mn, respectively. Management projects a 
contribution to earnings from 10/9. Pharmaceutical manufacturers have 
recently stepped up their use of CSO services, and the company aims through 
the merger to rapidly expand its market share. (MT/BH) 
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Expecting data management to drive earnings 

Why now? 
EPS announced 09/9 Q3 (Apr–Jun) earnings on 31 July, in response to which we
slightly lower our forecasts and target price. 
Investment perspective 
EPS has built a solid presence as a major Japanese contract research organization
(CRO), with particularly strengths in data management for drug development. 
Although the CRO segment again did well in Q3, we lower our forecasts slightly in
view of weakness in software development and other areas. 
Valuation 
We forecast average annual EPS growth of 13% over the next three years and set
our target price by applying a P/E of 21–23x to our 09/9 forecast, which represents
a premium to the NOMURA 400 (ex financials). We have slightly revised down our
forecasts in light of weakness in the software development business and other
areas, which lowers our target price from ¥520,000 to ¥510,000. 
Sector theme 
Pharmaceutical manufacturers are stepping up efforts to reduce fixed costs and
convert them into variable costs. As drugmakers pursue efficient drug 
development, we expect CROs able to provide high-value-added services to 
become increasingly prominent. We see good prospects for longer-term profit 
growth for EPS in view of its strengths as a CRO focused on data management. 
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Company data, Nomura estimates except where noted. 
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Cons 08/9 09/9E 10/9E 11/9E
Sales (¥mn) 21,183 24,050 29,640 32,460

% y-y 17.8 13.5 23.2 9.5
Prev - 24,460 28,330 31,190
Co's - 25,013 - -

Ope profits (¥mn) 3,487 3,890 4,420 4,790

% y-y 17.0 11.6 13.6 8.4
Prev - 3,970 4,530 4,950
Co's - 3,784 - -

Rec profits (¥mn) 3,563 3,930 4,470 4,840
Prev - 4,020 4,580 5,000

Net profi ts (¥mn) 1,708 2,010 2,440 2,660
Prev - 2,040 2,500 2,750

EPS (¥) 19,111 22,483 27,293 29,754
Prev - 22,819 27,964 30,761

BPS (¥) 110,068 140,380 162,192 185,123
ROE (%) 18.4 18.0 18.0 17.1
D/E ratio (x) 0.1 0.0 0.0 0.0

P/E (x) - 17.9 14.7 13.5
EV/EBIT DA (x) - 7.6 6.6 5.8
P/B (x) 3.7 2.9 2.5 2.2
Dividend yie ld (%) - 1.5 1.8 2.1
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1. EPS [4282]: consolidated financial data (¥mn, except where noted) 

   09/9 
   

06/9 07/9 08/9 
Q1 Q2 Q3 Q4E H1 H2E Full E 

10/9E 11/9E 12/9E 13/9E 

Income statement 
Sales 15,258 17,981 21,183 5,542 6,146 5,455 6,906 11,688 12,362 24,050 29,640 32,460 35,680 38,950 
 CRO 10,282 12,233 15,195 3,912 4,632 4,042 5,163 8,544 9,206 17,750 22,640 24,670 26,930 29,130 
  Monitoring 4,886 5,993 7,310 1,903 1,967 1,881 2,208 3,870 4,090 7,960 8,940 9,840 10,550 11,380 
  Data management 3,973 4,908 5,878 1,437 2,092 1,646 2,217 3,529 3,861 7,390 8,820 9,480 10,530 11,380 
  CRO/other 1,423 1,332 2,007 573 573 515 738 1,145 1,255 2,400 4,880 5,350 5,850 6,370 
 SMO 2,940 3,315 3,491 801 832 778 890 1,633 1,667 3,300 3,900 4,400 4,950 5,550 
 Preclinical services 1,192 1,251 1,088 318 213 249 331 531 579 1,110 1,160 1,220 1,280 1,340 

 Software development 
business 844 1,182 1,409 511 469 386 522 980 910 1,890 1,940 2,170 2,520 2,930 

COGS 10,892 12,047 14,378 3,765 4,201 3,826 4,678 7,966 8,504 16,470 20,690 22,520 24,730 27,020 
Gross profits 4,366 5,934 6,805 1,776 1,945 1,629 0 3,721 3,859 7,580 8,960 9,920 10,950 11,920 
SG&A expenses 2,407 2,953 3,317 838 838 838 838 1,755 1,935 3,690 4,540 5,130 5,780 6,500 
Operating profits 1,959 2,981 3,487 938 1,028 775 1,149 1,966 1,924 3,890 4,420 4,790 5,170 5,420 
 CRO 1,715 2,157 2,662 805 905 736 797 1,709 1,531 3,240 3,680 3,960 4,280 4,440 
 SMO 89 643 695 83 125 101 294 208 392 600 620 700 730 790 
 Preclinical services 72 77 -1 38 0 -6 30 37 23 60 50 50 50 50 

 Software development 
business 67 90 136 9 -3 -59 11 6 -46 -40 50 70 100 140 

 Eliminations/companywide 16 13 -5 4 2 3 1 6 4 10 10 10 10 10 
Nonoperating income 70 94 90 35 -7 17 20 27 33 60 100 100 100 100 
Nonoperating expenses 49 32 15 4 9 4 10 13 17 30 50 50 50 50 
Recurring profits 1,979 3,042 3,563 970 1,010 790 1,160 1,981 1,949 3,930 4,470 4,840 5,220 5,470 
Extraordinary gains 5 113 66 8 1 49 0 9 51 60 0 0 0 0 
Extraordinary losses 144 433 425 74 182 11 0 256 14 270 0 0 0 0 
Pretax profits 1,841 2,722 3,204 902 831 826 1,159 1,734 1,986 3,720 4,470 4,840 5,220 5,470 
Tax, etc 692 1,154 1,331 340 786 -289 725 1,125 435 1,560 1,880 2,030 2,190 2,300 
Minority interests 69 184 165 30 17 9 94 47 103 150 150 150 150 150 
Net profits 1,079 1,384 1,708 533 28 477 968 561 1,449 2,010 2,440 2,660 2,880 3,020 
Capex 147 179 216 47 40 73 127 87 113 200 200 200 200 200 
Depreciation 134 109 149 43 42 24 126 85 65 150 150 150 150 150 
Shares out 89,398 90,400 90,400 90,400 90,400 90,400 90,400 90,400 90,400 90,400 90,400 90,400 90,400 90,400 
EPS (¥) 12,301 15,486 19,111 5,961 - 5,336 10,828 6,275 16,208 22,483 27,293 29,754 32,215 33,781 
% y-y               
 Sales 17.3 17.8 17.8 11.8 11.4 10.3 19.8 11.6 15.4 13.5 23.2 9.5 9.9 9.2 
 Gross profits 13.4 35.9 14.7 7.0 13.5 3.5 -100.0 10.3 12.5 11.4 18.2 10.7 10.4 8.9 
 SG&A expenses 17.1 22.7 12.3 4.6 0.8 0.1 -1.2 7.5 14.8 11.2 23.0 13.0 12.7 12.5 
 Operating profits 9.2 52.2 17.0 9.2 16.5 5.1 13.9 12.9 10.2 11.5 13.6 8.4 7.9 4.8 
 Recurring profits 9.3 53.7 17.1 10.4 12.3 4.6 12.6 11.4 9.2 10.3 13.7 8.3 7.9 4.8 
 Pretax profits -17.7 47.9 17.7 1.4 2.6 19.8 42.1 2.0 32.0 16.1 20.2 8.3 7.9 4.8 
 Net profits -4.3 28.3 23.4 12.8 -93.4 27.6 120.6 -37.4 78.3 17.6 21.4 9.0 8.3 4.9 
As % of sales               
 COGS 71.4 67.0 67.9 67.9 68.4 70.1 67.7 68.2 68.8 68.5 69.8 69.4 69.3 69.4 
 Gross profits 28.6 33.0 32.1 32.0 31.6 29.9 0.0 31.8 31.2 31.5 30.2 30.6 30.7 30.6 
 SG&A expenses 15.8 16.4 15.7 15.1 13.6 15.4 12.1 15.0 15.7 15.3 15.3 15.8 16.2 16.7 
  Personnel expenses 7.2 7.1 7.0 0.0 0.0 0.0 0.0 7.1 7.0 7.0 6.5 6.7 6.9 7.0 
 Operating profits 12.8 16.6 16.5 16.9 16.7 14.2 16.6 16.8 15.6 16.2 14.9 14.8 14.5 13.9 
 Recurring profits 13.0 16.9 16.8 17.5 16.4 14.5 16.8 16.9 15.8 16.3 15.1 14.9 14.6 14.0 
 Pretax profits 12.1 15.1 15.1 16.3 13.5 15.1 16.8 14.8 16.1 15.5 15.1 14.9 14.6 14.0 
 Net profits 7.1 7.7 8.1 9.6 0.5 8.7 14.0 4.8 11.7 8.4 8.2 8.2 8.1 7.8 
Effective tax rate (%) 37.6 42.4 41.5 37.7 - - 62.6 64.9 21.9 41.9 42.1 41.9 42.0 42.0 
Source: Company data, Nomura estimates 
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2. EPS [4282]: consolidated financial data (¥mn) 

  06/9 07/9 08/9 09/9E 10/9E 11/9E 12/9E 13/9E
Balance sheet    
Current assets  8,401 10,955 12,316 13,550 15,340 17,390 19,530 21,730
 Cash & deposits 3,792 5,260 5,647 5,870 6,190 7,460 8,710 10,020
 Bills and receivables 3,608 4,127 4,602 5,220 6,440 7,050 7,750 8,460
 Inventory assets 340 438 562 640 790 860 950 1,030
 Other 661 1,130 1,505 1,820 1,920 2,020 2,120 2,220
Long-term assets 3,573 3,583 3,873 4,050 4,240 4,440 4,690 4,940
 Property, plant and equipment 315 376 419 470 520 570 620 670
 Intangible long-term assets 384 345 381 310 250 200 200 200
 Investments, other assets 2,874 2,861 3,073 3,270 3,470 3,670 3,870 4,070
Total assets 11,974 14,537 16,189 17,600 19,580 21,830 24,220 26,670
Current liabilities 2,365 3,991 4,528 4,490 4,470 4,600 4,730 4,870
 Accounts payable 183 202 233 260 330 360 390 430
 Short-term borrowings 0 0 150 0 0 0 0 0
 Current portion of long-term borrowings 213 214 206 190 0 0 0 0
 Other 1,969 3,575 3,939 4,040 4,140 4,240 4,340 4,440
Long-term liabilities 1,038 836 704 560 610 680 740 810
 Long-term borrowings 670 406 200 0 0 0 0 0
 Retirement benefit reserves 228 258 282 310 340 380 410 450
 Directors' retirement bonus reserves 130 155 209 230 250 280 310 340
 Other 10 17 13 20 20 20 20 20
Total liabilities 3,404 4,827 5,232 5,050 5,080 5,280 5,470 5,680
Net assets 8,570 9,710 10,957 12,550 14,500 16,550 18,750 20,990
Total liabilities and net assets 11,974 14,537 16,189 17,600 19,580 21,830 24,220 26,670
Source: Company data, Nomura estimates 

 

3. EPS [4282]: consolidated financial data (¥mn) 

  06/9 07/9 08/9 09/9E 10/9E 11/9E 12/9E 13/9E
Cash flow   
Operating cash flow 1,357 2,710 1,991 1,603 1,400 2,280 2,340 2,490
 Net profits before taxes 1,841 2,722 3,204 3,720 4,470 4,840 5,220 5,470
 Depreciation 134 109 149 150 150 150 150 150
 Change in working capital 7 -566 -588 -670 -1,300 -650 -750 -760
 Other -624 445 -774 -1,597 -1,920 -2,060 -2,280 -2,370
Investment cash flow -1,139 -605 -1,061 -500 -300 -300 -300 -300
 Capex -147 -179 -216 -200 -200 -200 -200 -200
 Other -992 -426 -845 -300 -100 -100 -100 -100
Financial cash flow 1,609 -637 -543 -880 -780 -710 -790 -880
 Dividends paid -231 -357 -447 -520 -590 -710 -790 -880
 Change in borrowings 796 -263 -64 -360 -190 0 0 0
 Other 1,044 -17 -31 0 0 0 0 0
Foreign currency translation difference in cash & equivalents 18 13 -12 0 0 0 0 0
Change in cash & equivalents 1,845 1,468 387 223 320 1,270 1,250 1,310
Cash & equivalents at FY-start 1,947 3,792 5,260 5,647 5,870 6,190 7,460 8,710
Cash & equivalents at FY-end 3,792 5,260 5,647 5,870 6,190 7,460 8,710 10,020
Source: Company data, Nomura estimates 
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contract, listed securities documents, or prospectuses. 
  
Transactions involving Japanese equities (including Japanese REITs and Japanese ETFs) are subject to a sales commission of up to 1.365% (tax 
included) of the transaction amount (or a commission of ¥2,730 (tax included) for transactions of ¥200,000 or less). When Japanese equities are 
purchased via subscriptions or other offerings, only the purchase price shall be paid, with no sales commission charged. However, Nomura 
Securities may charge a separate fee for OTC transactions, as agreed with the customer. Japanese equities carry the risk of losses owing to price 
fluctuations. Japanese REITS carry the risk of losses owing to fluctuations in price and/or earnings of underlying real estate. Japanese ETFs carry 
the risk of losses owing to fluctuations in equity indexes or other benchmarks.  
  
Transactions involving foreign equities are subject to a domestic sales commission of up to 0.9975% (tax included) of the transaction amount (which 
equals the local transaction amount plus local fees and taxes in the case of a purchase or the local transaction amount minus local fees and taxes in 
the case of a sale). Local fees and taxes in foreign financial markets vary by country/territory. When foreign equities are purchased via OTC 
transactions (including offerings), only the purchase price shall be paid, with no sales commission charged. However, Nomura Securities may charge 
a separate fee for OTC transactions, as agreed with the customer. Foreign equities carry the risk of losses owing to factors such as price fluctuations 
and foreign exchange rate fluctuations. 
  
Transactions involving convertible bonds are subject to a sales commission of up to 1.05% (tax included) of the transaction amount (or a commission 
of ¥4,200 (tax included) if this would be less than ¥4,200). When convertible bonds are purchased via offerings, only the purchase price shall be paid, 
with no sales commission charged. However, Nomura Securities may charge a separate fee for OTC transactions, as agreed with the customer. 
Convertible bonds carry the risk of losses owing to factors such as interest rate fluctuations and price fluctuations in the underlying stock. In addition, 
convertible bonds denominated in foreign currencies also carry the risk of losses owing to factors such as foreign exchange rate fluctuations. 
  
When bonds are purchased via offerings, distributions, or other OTC transactions with Nomura Securities, only the purchase price shall be paid, with 
no sales commission charged. Bonds carry the risk of losses, as prices fluctuate in line with changes in market interest rates. In addition, foreign 
currency-denominated bonds also carry the risk of losses owing to factors such as foreign exchange rate fluctuations. 
  
When Japanese government bonds (JGBs) for individual investors are purchased via offerings, only the purchase price shall be paid, with no sales 
commission charged. When JGBs for individual investors are sold before maturity, an amount calculated via the following formula will be subtracted 
from the par value of the bond plus accrued interest: for 10-year variable rate bonds, an amount equal to the two preceding coupon payments 
(before tax) x 0.8; for 5-year fixed rate bonds, an amount equal to the four preceding coupon payments (before tax) x 0.8. 
  
Purchases of investment trusts (and sales of some investment trusts) are subject to a fee of up to 5.25% (tax included). Also, a direct cost that may 
be incurred when selling investment trusts is a redemption fee of up to 2.0% of the unit price at the time of redemption. Indirect costs that may be 
incurred during the course of holding investment trusts include, for domestic investment trusts, a trust fee of up to 5.25% (tax included, annualized 
basis) of the net assets in trust, as well as fees based on investment performance. Other indirect costs may also be incurred. For foreign investment 
trusts, indirect fees may be incurred during the course of holding such as investment company compensation. 
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Investment trusts invest mainly in securities such as Japanese and foreign equities and bonds, whose prices fluctuate. Investment trust unit prices 
fluctuate owing to price fluctuations in the underlying assets and to foreign exchange rate fluctuations. As such, investment trusts carry the risk of 
losses. Fees and risks vary by investment trust. Maximum applicable fees are subject to change; please thoroughly read the written materials 
provided, such as prospectuses or documents delivered before making a contract (as of 25 March 2008.) 
An annual account maintenance fee of ¥1,575 (tax included) is charged for any account held with Nomura Securities containing equities or other 
securities. An additional annual account maintenance fee of ¥3,150 (tax included) is charged for any account containing foreign securities. Some 
discounts may apply depending on the details of your agreement with Nomura Securities. 
  
No account fee will be charged for other marketable securities or monies deposited. 
  
Transfers of equities to another securities company via the Japan Securities Depository Center are subject to a transfer fee of up to ¥10,500 (tax 
included) depending on the volume of securities transferred. 
  
Margin transactions are subject to a sales commission of up to 1.365% (tax included) of the transaction amount (or a commission of ¥2,730 (tax 
included) for transactions of ¥200,000 or less), as well as management fees and rights handling fees. In addition, long margin transactions are 
subject to interest on the purchase amount, while short margin transactions are subject to fees for the lending of the shares borrowed. A margin 
equal to at least 30% of the transaction amount and at least ¥300,000 is required. With margin transactions, an amount up to roughly 3.3x the margin 
may be traded. Margin transactions therefore carry the risk of losses in excess of the margin owing to share price fluctuations. For details, please 
thoroughly read the written materials provided, such as listed securities documents or documents delivered before making a contract. 
 
Nomura Securities Co., Ltd. 
Financial instruments firm registered with the Kanto Local Finance Bureau (registration No. 142) 
Member associations: Japan Securities Dealers Association; Japan Securities Investment Advisers Association; and The Financial Futures 
Association of Japan. 
 
Additional information available upon request. 
NIPlc and other Nomura Group entities manage conflicts identified through the following: their Chinese Wall, confidentiality and independence 
policies, maintenance of a Stop List and a Watch List, personal account dealing rules, policies and procedures for managing conflicts of interest 
arising from the allocation and pricing of securities and impartial investment research and disclosure to clients via client documentation. 

Disclosure information is available at the Nomura Disclosure web page: http://www.nomura.com/research 

 


