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■ Consolidated 3Q PL Overview 

  While revenue was up and earnings down for the 3Q cumulative nine-month period from April 1, 2013 to December 31, 

2013 of FY14, the fiscal year ending March 31, 2014, profits at each level were essentially progressing in line with plans. 

  Consolidated sales were firm, increasing 10.6% compared with the corresponding period of the previous fiscal year. This 

largely reflected higher revenue at each Group company. 

  Gross profit for the period under review climbed 7.7% year on year. The gross margin declined 1.5 percentage points to 

54.5%. This was primarily due to an upswing in the cost of sales ratio on the back of the weak yen. 

  Selling, general and administrative (SGA) expenses climbed 12.1% compared with the corresponding period of the 

previous fiscal year. This was primarily due to the upswing in personnel expenses in line with the opening of new stores by 

UNITED ARROWS LTD. and COEN CO., LTD. 

  On a year-on-year basis, operating income declined 5.9% to ¥10,927 million. Ordinary income fell 6.0% to ¥10,954 million 

and net income contracted 5.4% to ¥6,396 million. 
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■ Non-Consolidated Sales Results by Sales Channel 

  For the 3Q cumulative nine-month period of FY14, non-consolidated sales climbed 10.1% compared with the 

corresponding period of the previous fiscal year. While existing retail and online store sales increased 2.5% year on year. 

  For the period under review, sales improved across all channels with both existing retail and online stores sales 

surpassing levels recorded in the previous year. 

  Looking at the composition of sales, online store sales accounted for 10.7% of the total, down 0.3 of a percentage point 

year on year. Outlet store sales comprised 12.8%, a year-on-year decrease of 0.2 of a percentage point. 
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■ Non-Consolidated Sales Results by Business Type 

  For the period under review, revenue increased across all businesses. Existing retail and online store sales were also up 

year on year in each type of business. 

  In the UA business, men’s dressy and women’s casual item trends were robust. Women’s items generally were also firm in 

the GLR business. 

  In the CH business, results across a wide range of products including silver, gold, as well as cut and sewn items were 

strong. Performances by SBUs and in particular Another Edition and Jewel Changes were healthy. 
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■ Non-Consolidated Gross Margin 

  The non-consolidated gross margin declined 1.3 percentage points compared with the corresponding period of the 

previous fiscal year to 54.3%. 

  The total business unit gross margin decreased 1.3 percentage points to 57.8% largely reflecting the impact of the weak 

yen. For the 3Q three-month period, the gross margin contracted 1.5 percentage points to 59.3% due mainly to the continued 

decline in the value of the yen. 

  The outlet store gross margin fell 1.3 percentage points to 35.6% and 2.7 percentage points to 36.6% for the 3Q 

cumulative nine-month and 3Q three-month periods, respectively. This was due mainly to efforts aimed at promoting the 

reduction of inventories at regular businesses. 

  For the 3Q cumulative nine-month period of FY14, other COGS increased ¥92 million compared with the corresponding 

period of the previous fiscal year. This increase was due primarily to foreign exchange adjustments in the CH business due to 

the downward trend in the yen. 

 

Note: Details regarding the current status of gross margins and forecasts are presented in page 18 of this Earnings 

Announcement. 
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■ Non-Consolidated SGA Expenses 

  The Non-consolidated SGA expense to sales ratio increased 0.2 of a percentage point year on year to 41.9%. 

  Factors contributing to the year-on-year increase in SGA expenses as a ratio to sales included an increase in personnel 

expenses attributable to the increase in staff as well as other factors including promotions. Factors contributing to the year-

on-year decrease included the decrease in other operating overhead expenses owing mainly to the decline in furniture and 

fixtures as well as consumables. 

  SGA expenses contracted approximately ¥400 million compared with plans. This largely represented the approximate 

¥300 million increase in variable costs in line with the increase in sales, which was more than offset by the approximate ¥700 

million decrease reflecting cutbacks in fixed costs. 
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■ Consolidated / Non-Consolidated B/S Overview 

  On a consolidated basis, total assets stood at ¥64,394 million as of December 31, 2013, up 10.7 % and 18.4% compared 

with the balances as of December 31, 2012 and March 31, 2013, respectively. 

  Details of year-on-year movements in consolidated balance sheet items are presented as follows. 

  Current assets were up 11.0% year on year to ¥43,826 million. The principal movements included increases in inventory 

and accounts receivable—other in line with business expansion. Noncurrent assets also climbed 10.2% to ¥20,567 million. 

This largely reflected increases in the balances of tangible noncurrent assets, long-term prepaid expenses, and guarantee 

deposits on the back of the opening of new stores. 

  The balance of current liabilities stood at ¥31,429 million, up 7.1% compared with the end of the 3Q of the previous fiscal 

year. During the period under review, the balances of short-term loans payable and accounts payable—trade increased while 

the current portion of long-term loans payable balance decreased. Noncurrent liabilities declined 27.3% year on year to 

¥2,921 million. This was largely attributable to the decrease in the balance of long-term loans payable. 

  The balance of consolidated short and long-term loans payable was down 6.7% year on year to ¥11,531 million. 

  The balance of non-consolidated inventory climbed 13.2% surpassing the year-on-year increase in non-consolidated sales 

for the 3Q cumulative period of FY14 of 10.1%. This was mainly due to the increase in procurement costs attributable to the 

weak yen and the increase in the number of inventory items of approximately 5%. 
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■ Consolidated C/F Overview 

  Cash and cash equivalents at the end of the term came to ¥5,588 million, a decreased of ¥801 million compared with the 

end of the corresponding period of the previous fiscal year. 

  Net cash provided by operating activities totaled ¥301 million. Major cash inflows included income before income taxes of 

¥10,600 million and an increase in notes and accounts payable—trade of ¥4,100 million. Principal cash outflows were the 

increase in inventory of ¥6,600 million and income taxes paid of ¥4,400 million. 

  Net cash used in investing activities came to ¥2,898 million. Major cash outflows comprised the purchase of property, plant 

and equipment of ¥1,900 million and the purchase of long-term prepaid expenses of ¥300 million. 

  Net cash provided by financing activities amounted to ¥2,044 million. Principal cash inflows included a net increase in 

short-term loans payable of ¥6,100 million. Major cash outflows comprised the repayment of long-term loans payable of 

¥2,300 million and cash dividends paid of ¥1,700 million. 
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■ Results of FY14 3Q Cumulative Opening and Closing of Stores and FY14 Forecasts 

  Looking at the Group total number of stores opened and closed during the 3Q cumulative nine-month period of FY14, 

there were 38 new stores opened and six stores closed. As a result, the number of stores as of the end of the 3Q of FY14 

came to 303. 

  On a non-consolidated basis, 23 new stores were opened and four were closed with the total number of stores as of the 

end of the period coming to 227. 

  Our full fiscal year forecast for total Group store numbers calls for the opening of 51 new stores and the closure of seven 

stores. This will bring the Group total to 315 stores as of the end of FY14. On a non-consolidated basis, we are looking to 

open 28 new stores and close four stores for the full fiscal year for a fiscal year-end total of 232 stores. 

   

Changes from the previous earnings announcement: 

UNITED ARROWS LTD.: Plans are in place to postpone the closure of one GLR store into or after the next period and to 

open an additional new business store. 

FIGO CO., LTD.: In addition to taking over and directly operating three ASPESI stores from ASPESI JAPAN, plans are in 

place to open one new Felisi store. 

COEN CO., LTD.: One store was closed in January in the lead up to relocation and renewal during the next period. 
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■ Reference: FY14 3Q-End Results of the Opening and Closing of Stores 

An explanation has been omitted. 
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■ Reference: FY14 3Q-End Results of the Opening and Closing of Stores 

An explanation has been omitted. 

  

 



13 

■ Group Companies 

・FIGO CO., LTD. 

  Both retail and online store sales were robust. As a result, net sales for the period under review climbed 9% year on year 

to ¥2,200 million. Earnings, on the other hand, declined. This was largely attributable to a drop in the gross margin owing 

mainly to the weak yen and the incidence of anticipatory costs aimed at acquiring new brands. 

  Following on from ASPESI and COONCEPT SRL, FIGO took steps to boost its operations by acquiring the rights to 

exclusively distribute in Japan the products of U.K.-based Thomas Hancock & Co., Ltd., a company that handles outer wear 
items. 

 

・COEN CO., LTD. (Account settlement: January) 

  In the 3Q cumulative period of FY14, net sales grew 24% compared with the corresponding period of the previous fiscal 

year to ¥4,500 million. This largely reflected the upswing in revenue attributable to the opening of new stores and in particular 

robust trends in online store sales. Owing mainly to the weak yen and higher mark-down losses, which triggered a downturn 

in the gross margin, as well as the increase in costs associated with the opening of new stores, earnings declined. 

  

(For details of initiatives please refer to page 19.) 
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■ Progress on Addressing Priority Issues 

  In the fiscal year under review, ending March 31, 2014, UNITED ARROWS LTD. has put forward four management 

policies under the management slogan “Challenge.” 

  In this 3Q earnings announcement, we explain how the Company has taken up the challenges of ensuring that existing 

stores continue to evolve and grow, developing new business, and becoming a leading O2O company, while at the same 

time outlining details of progress. 
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■ Take up the “challenge” of ensuring that existing stores continue to evolve and grow 

  As a part of efforts to take up the “challenge” of ensuring that existing stores continue to evolve and grow, UNITED 

ARROWS LTD. relocated its press room from its Harajuku headquarters to the Company’s Akasaka head office in August 20 

  Historically, the Company’s core Product and Sales departments and staff had been assigned to its Akasaka head office 

while the Promotion Department and staff had been located with the press room at UNITED ARROWS LTD.’s Harajuku 

headquarters. Through the relocation and consolidation of departments and functions, interaction between the Product, 

Sales, and Promotion departments is now much simpler. Discussions can now be conducted with sample products in front of 

all participants. This has in turn triggered expectations that the Company’s product planning capabilities will continue to 

improve. 

  The press room has been set up to exhibit the Company’s lineup by store brand with the interior designed to showcase 

each brand’s unique image. Model showcases have also been constructed in the press room with image photographs shared 

among all stores. With this initiative, expectations are that the development of individual stores will follow a uniform pattern 

and quality, and that UNITD ARROWS LTD. as a whole will take successful steps to enhancing its overall appeal to 

customers. 

  The press room also serves as a product exhibition hall for the benefit of the mass media as well as store development-

related parties. This allows the Company to enhance its brand image by casting each product in its most appealing light in 

combination with the well-colored interiors of each store brand. 

  We believe that the effects of these initiatives will increasingly take hold in the future. 

 



■Take up the “challenge” of developing new business 

Launch the new men’s BOW & ARROWS business in April 2014. 

  The BOW & ARROWS business will essentially target male department store users between the ages of 30 and 59. 

UNITED ARROWS LTD. undertook a study of the men’s department store market. This study uncovered the lack of traditional 

taste proposals that offer just the right touch of casual for men in their 40s in the mid-to-high-end price range. Looking ahead, 

we will endeavor to promote stores that are capable of capturing customers that the Company has previously failed to serve. 

  The BOW & ARROWS brand is based on a “modern relaxing” concept. The goal is to cater to the modern traditional tastes 

of the well-to-do mature adult. Targeting the adult male who insists on maintaining a fashionable look, this brand is the 

culmination of UNITED ARROWS LTD.’s sensitivities and creative capabilities nurtured over many years. Except for certain 

miscellaneous items, the products range will essentially comprise private label products. Focusing on the Company’s stylish 

jackets, an area in which it excels, proposals will comprise a 70:30 mix of sports and business lines. Compared with the 

existing UA business, this new brand will offer a wider size range with product planning snugly fitting the target generation. In 

addition to the scheduled opening of Daimaru Umeda and Daimaru Sapporo stores in April 2014, plans are in place to expand 

the brand into the UA online store and ZOZOTOWN. 

  BOW & ARROWS will be launched within the UA business. From the product, sales, and related perspectives, steps will 

be taken to employ the existing framework. Despite being a new business, every effort will be made to secure a profit in the 

first year of operations. 

16 
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■ Take up the “challenge” of developing new business 

Overseas business:  

  Following the opening of the UNITED ARROWS TAIPEI store in October 2013, preparations are underway to open a BY 

Taipei store in May 2014. 

  The three UA, BY, and GLR businesses plan to open around 10 stores in Taiwan by 2022 in a bid to expand their 

overseas businesses. The opening of this store is one step in achieving this plan. 

  

■ Take up the “challenge” of becoming a leading O2O company 

  In January 2014, announcements were made regarding the release of an innovative UA Online Store smart phone 

application. This application allows users to browse products and styling proposals in an easy manner. 

  Put simply, this application is an O2O tool that helps customers freely separate their online (online store) and offline 

(actual store) activities according to their needs. Among a host of functions, customers that have seen a product that they 

like at an actual store, but are undecided whether or not to purchase, can now input the item number on product tags to 

search online for the product. This product can then be registered on a personalized “my list” of items, viewed at a later 

date, and purchased through the UA Online Store. Details of the status of inventories at actual stores are also displayed. 

With this application, customers, who wish to check and try on products at actual stores, can find details of the nearest 

store where products are in stock using a GPS function.  

  Looking ahead, plans are in place to further enhance this application. Enhancements will include a function that allows 

customers to order products online and have them sent to an actuals store for purchase. 



■ TOPIC 1: Responding to the Weak Yen 

  The consolidated gross margin for the 3Q cumulative nine-month period of FY14 fell 1.5 percentage points compared with 

the corresponding period of the previous fiscal year. 

  Factors contributing to this fall include the decline in the value of the yen. Procurement costs including expenses 

attributable to the purchase and manufacture of products overseas have exceeded initial projections as the value of the yen 

has continued to decline throughout the period. A second factor in the decline was the slump in actual demand mainly for 

private label brand items with high gross margins. This reflects the impact of irregular weather conditions. Moreover, gross 

profit was affected by brisk sales of purchased products with relatively high cost of sales margins. This was largely due to the 

preference toward purchased products by customers undertaking future purchases. As a result, profit margins declined. 

Thirdly, mark-down losses increased due largely to internal factors, particularly at COEN, and such external factors as 

competitive conditions. Finally, a fourth factor contributing to the decline in consolidated gross margin was the higher sales 

composition of products with low gross margins including gold items and high-priced accessories at CH. This reflects the 

growth in inbound demand as well as demand from well-to-do customers. 

  Factors contributing to improvements in the consolidated gross margin include lower mark-down losses at certain 

businesses. Mark-down losses at UNITED ARROWS LTD. fell below levels recorded in the previous year. A second factor can 

be attributed to reduction in the cost of goods purchased ratio owing to the revision of prices. This suggests that customers 

generally accepted the revision of prices owing to successful efforts to enhance product quality. A third factor was the abil ity of 

businesses to secure solid gross profits on the back of robust sales. In particular, sales and gross profit were significantly 

higher than plans at CH owing to a variety of factors including the growth in inbound demand in line with the weak yen. 

  To summarize, the aforementioned positive factors were unable to offset the negative factors. As a result, the gross margin 

declined. From a profit perspective, successful steps were taken to secure a solid gross profit in terms of amount on the back 

of robust sales. Furthermore, results were essentially in line with plans thanks to cutbacks in costs. 

  Looking ahead, several measures will be taken going forward. First, energies will be channeled toward further enhancing 

product planning capabilities and implementing additional price revisions with respect to 2014 spring and summer items, which 

will account for over 50% of total private label products. Plans are in place to lift this proportion to 50% or more. Second, 

considerable emphasis will be placed on reducing mark-down losses by improving the merchandising of products in response 

to recent irregular weather conditions and the extremely short spring and fall seasons. Moving forward, attention will also be 

given to improving merchandise verification capabilities through ongoing measures aimed at bolstering collaboration between 

Product and Sales departments, and increasing the number of customers visiting stores by strengthening Promotion 

department collaboration. In a bid to strengthen measures in response to inbound demand, several initiatives will be taken 

including steps to upgrade and expand duty free stores as well as language seminars and workshops. 
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■ TOPIC 2: COEN CO., LTD. Initiatives 

  From a product perspective, steps will be taken to commence regular meetings with the Supply Chain Management 

Division of UNITED ARROWS LTD. in order to establish a distinct COEN product platform. Currently, energies are being 

channeled toward identifying commonalities and differences between COEN and UNITED ARROWS LTD. with respect to 

the supply chain from product planning through manufacturing to sales. Based on these findings, tentative proposals 

regarding an ideal COEN supply chain will be put forward and verification tests commenced. This verification will begin 

from mid spring and summer 2014 and involve a repetitive process over several seasons. Through these means, the 

company will establish a unique COEN product platform. 

 At the same time, the company is witnessing progress in its review of price ranges. Taking into consideration the increase 

in costs attributable to movements in foreign currency exchange rates over fall and winter 2013, steps were taken to lift the 

prices of certain products. In the new trend market in which COEN operates, however, the company recognizes the 

extreme sensitivity of customers to price revisions and acknowledges the difficulty in gaining acceptance. COEN will return 

price ranges to their existing levels from spring and summer 2014 while pursuing a variety of measures aimed at increasing 

sales and profits. These measures will include adopting a “China Plus One” strategy and lifting the ratio of regular price 

sales by enhancing product development and sales capabilities. 

 From a sales perspective, COEN will pursue initiatives in each of the personnel systems, education and training, and 

systems fields. In a bid to improve its human resource programs and secure talented sales personnel, the company will 

introduce a system of shorter working hours as well as an internship and other programs. COEN will also bolster its sales 

framework to prevent the loss and outflow of experienced personnel. With an eye to education and training, the company 

will commence a program for store managers and work to lift store operation capabilities. Among a host of initiatives, the 

time spent on product briefing sessions will be doubled. Considerable weight will also be placed on improving sales 

capabilities by pushing forward several measures including customer service guidance through Sales department store 

visits. Turning to COEN’s systems, a company House Card will be introduced from August 2014. A House Card system will 

therefore be established to manage customer information that has to date been managed on an individual store basis. The 

ability to conduct sales promotion initiatives based on such pertinent information as the names of stores where purchases 

were undertaken, the amount of each purchase, and frequency is expected to help cultivate a growing number of COEN 

enthusiasts. The House Card system will be progressively upgraded and eventually linked to O2O initiatives that work 

closely with the company’s own online site. 
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