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■ Consolidated / Non-Consolidated 3Q PL Overview

While revenue was up, earnings declined for the 3Q cumulative nine-month period from April 1, 2014 to December 31, 

2014 of FY15, the fiscal year ending March 31, 2015. This downturn in earnings was largely attributable to difficult 

conditions (harsh competition) during the fall and winter selling seasons. Based on the aforementioned trends, full 

fiscal year business performance forecasts were revised downward on February 5, 2015.

Looking at consolidated sales, revenue was up on a Group companywide basis. Results were, however, down around 

¥3,500 million compared with initial forecasts.

The gross margin for the period under review declined 0.6 of a percentage point compared with the corresponding 

period of the previous fiscal year to 53.9%. This decline is mainly due to the effects of ongoing weakness in the yen, 

the higher proportion of purchase brands in the overall sales mix, and an increase in the sale of markdown products 

from the 3Q.

The selling, general and administrative (SGA) expenses to sales ratio climbed 1.1 percentage points year on year to 

44.0%. This increase largely reflects the upswing in personnel expenses associated with the opening of new stores 

and launch of new businesses as well as higher distribution and other expenses in line with the increase in inventory.

Taking each of these factors into consideration, operating income declined 12.4% to ¥9,577 million, ordinary income 

fell 11.8% to ¥9,663 million, and net income decreased 9.9% to ¥5,760 million compared with the corresponding 

period of the previous fiscal year for the 3Q cumulative period of FY15.
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■ Non-Consolidated Sales Results by Sales Channel

For the 3Q cumulative nine-month period of FY15, non-consolidated sales were up 1.3% compared with the 

corresponding period of the previous fiscal year. Existing retail and online store sales, on the other hand, declined 

1.2% year on year.

For the period under review, business unit retail and online sales increased while outlet store sales decreased.

The year-on-year downturn in existing retail and online stores sales was mainly due to difficult conditions (harsh 

competition) during the fall and winter selling seasons.

Trends in online store sales were robust owing to a variety of factors including growth in sales of casual products,

Looking at the composition of sales, online store sales accounted for 11.5% of the total, up 0.7 of a percentage point 

year on year. Outlet store sales comprised 12.4%, a year-on-year decrease of 0.4 of a percentage point.
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■ Non-Consolidated Sales Results by Business Type

Revenue was up across all businesses. Existing store sales were down year on year in the UA and SBU businesses 

and up in the GLR and CH businesses.

In the UA business, year-on-year sales of both men’s and women’s dressy items decreased while casual items 

increased on an existing retail store basis.

In the GLR business, year-on-year sales of women’s items decreased while men’s items increased on an existing 

retail store basis.

In the CH business, trends in silver, gold, personal order, and other items were robust.

SBUs struggled in overall terms while year-on-year sales in the DRAWER business increased on an existing retail 

store basis.
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■ Non-Consolidated Gross Margin Results

The non-consolidated gross margin decreased 0.8 of a percentage point compared with the corresponding period of 

the previous fiscal year to 53.4%.

The total business unit gross margin decreased 0.8 of a percentage point year on year to 57.0% due largely to the 

impacts of an increase in costs associated with the weak yen and the higher composition of sales made up of procured 

products.

For the 3Q three-month period, the gross margin declined 1.1 percentage points to 58.2%. In addition to the factors 

mentioned above, this decline mainly reflected an increase in the sale of markdown items.

The outlet store gross margin decreased 2.2 percentage points to 33.4% due mainly to efforts aimed at promoting the 

reduction of inventories at regular businesses.

Turning to the three month 3Q period, the decline in the outlet store gross margin narrowed due to a higher 

composition of sales made up of outlet-exclusive items and an improvement in the gross margin.
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■ Non-Consolidated SGA Expenses

The non-consolidated SGA expense to sales ratio increased 0.8 of a percentage point year on year to 42.8%.

Factors contributing to this year-on-year increase and decrease in SGA expenses as a ratio to sales included 

advertising expenses, which decreased in line with such factors as the decline in the placement of advertisements as 

well as transit advertising, personnel expenses, which increased in line with such factors as the increase in new store 

staff and promotions, and other expenses, which increased in line with the increase in IT-related costs as well as 

outsourcing expenses related to distribution on the back of an increase in inventory.

SGA expenses declined approximately ¥1,300 million compared with initial plans. The principal causes of this decline 

included the decrease in personnel expenses of around ¥650 million in line with vacant positions and efforts to limit 

hiring, the drop in temporary store opening overhead expenses of about ¥140 million, the downturn in advertising 

expenses of approximately ¥110 million, and the decline in variable costs of around ¥350 million.
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■ Consolidated / Non-Consolidated B/S Overview

Total assets stood at ¥70,004 million as of December 31, 2014 on a consolidated basis. This was 8.7% and 18.1% 

higher than the balances as of December 31, 2013 and March 31, 2014, respectively.

Factors contributing to the year-on-year movement in consolidated balance sheet items are presented as follows.

Current assets stood at ¥48,786 million as of December 31, 2014, up 11.3% compared with the balance as of the end 

of the corresponding period of the previous fiscal year. The principal movements included increase in inventory and 

accounts receivable―other. Noncurrent assets also climbed 3.2% year on year to ¥21,217 million. This largely 

reflected increases in the balances of tangible noncurrent assets and guarantee deposits in line with the opening of 

new stores and other factors.

Current liabilities grew 1.9% compared with the end of the corresponding period of the previous fiscal year to ¥32,020 

million. Major year-on-year movements in current liabilities included an increase in short-term loans payable as well as 

decreases in the balances of current portion of long-term loans payable and income taxes payable.

As of December 31, 2014, the balance of short and long-term loans payable climbed 8.8% compared with the end of 

the corresponding period of the previous fiscal year to ¥12,550 million.

On a non-consolidated basis, the balance of inventory was up 16.8% year on year, which was higher than the 1.3% 

year-on-year growth in non-consolidated sales for the 3Q cumulative period of FY15 compared with the corresponding 

period of the previous fiscal year. In the future, the Company will engage in a variety of activities including the advance 

of sales initiatives in an effort to enhance the efficiency of inventories. During the second half of this presentation, we 

will provide details of progress made regarding efforts to advance sales initiatives aimed at enhancing inventory 

efficiency as well as forecasts going forward.
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■ Consolidated C/F Overview

Cash and cash equivalents as of the end of the 3Q of FY15 stood at ¥5,766 million.

Net cash used in operating activities amounted to ¥2,089 million. The major cash inflows were income before income 

taxes of ¥9,292 million and the increase in notes and accounts payable―trade of ¥4,036 million. The major cash 

outflows were the increase in inventories of ¥7,934 million and income taxes paid of ¥5,797 million.

Net cash used in investing activities totaled ¥2,982 million. The principal cash outflows were the purchase of property, 

plant and equipment of ¥2,177 million in line with such factors as the opening of new stores as well as the purchase of 

long-term prepaid expenses of ¥408 million.

Net cash provided by financing activities came to ¥5,407 million. The major cash inflow was the ¥8,150 million net 

increase in short-term loans payable. Major cash outflows comprised cash dividends paid of ¥2,061 million and the 

repayment of long-term loans payable totaling ¥681 million.



■ Results of FY15 3Q Group Total Opening and Closing of Stores and FY15 Forecasts

On a Group total basis, 27 stores were newly opened and five stores closed during the 3Q cumulative period of FY15. 

The number of stores as of December 31, 2014 stood at 336.

For the full fiscal year ending March 31, 2015, the UNITED ARROWS Group is looking to open 31 new stores and 

close nine stores. This will bring the total number of stores to 336 as of March 31, 2015.

Compared with the previously announced forecast, the number of projected stores as of the end of FY15 has fallen by 

two stores.

This change from the previously announced forecast is attributable to the closure of two stores of THE HIGHWAY 

STORE.

There is no change in consolidated subsidiary forecasts.
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■ Reference: UNITED ARROWS LTD. Results of FY15 3Q Opening and Closing of Stores and FY15 Forecasts

An explanation has been omitted.
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■ Reference: FY15 3Q-end Results of the Opening and Closing of Stores

An explanation has been omitted.
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■ Reference: FY15 3Q-end Results of the Opening and Closing of Stores

An explanation has been omitted.
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■ Group Companies

・FIGO CO., LTD.

In the 3Q of FY15, revenue increased while earnings decreased. While sales were up 6% compared with the 

corresponding period of the previous fiscal year to ¥2,400 million due to such factors as the growth in retail sales, 

earnings decreased due mainly to the increase in advertising expenses as well as store personnel expenses in 

connection with such new brands as ASPESI. Moving forward, FIGO CO., LTD. will endeavor to expand sales through 

a variety of measures including efforts to upgrade and boost product planning that incorporate customers’ needs and 

to strengthen women’s items.

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

In the 3Q of FY15, both revenue and earnings increased. Sales climbed 32% compared with the corresponding period 

of the previous fiscal year to ¥6,000 million. In addition to the increase in revenue attributable to the opening of new 

stores, the growth in sales was mainly due to robust trends in existing and online store sales. COEN received the 

support of customers after restoring product prices from spring and summer 2014 following a temporary increase in fall 

and winter 2013. Thanks largely to these factors, operating results exceeded plans. Moving ahead, COEN is targeting 

an increase in both revenue and earnings for the full fiscal year.

・UNITED ARROWS TAIWAN LTD. (Account settlement: January)

In the 3Q of FY15, the company incurred an ordinary loss. The level of ordinary loss recorded was however within the 

parameter of initial plans. UNITED ARROWS TAIWAN LTD. stores continue to be visited by mainly well-to-do, highly 

fashion-conscious customers. Efforts remain channeled toward expanding the development of products that accurately 

capture fashion trends. While retail prices have been set at around 1.25 times the level found in Japan, steps have 

been taken to slightly reduce the prices of certain products after taking into consideration such factors as customer 

trends. In addition to initiating measures aimed at increasing sales rates at regular prices, UNITED ARROWS 

TAIWAN LTD. is aligning products to match the needs of domestic customer and shifting its balance to slightly larger 

sizes. Moreover, UNITED ARROWS TAIWAN LTD. is implementing a system where products are delivered directly to 

the Taipei store from the factory in China in an effort to ensure the timely display of merchandise while strengthening 

sales through a variety of initiatives including the use of SNS and the introduction of a stamp card service.
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■ Revised Consolidated P/L Forecasts for the FY15 Full Fiscal Year

UNITED ARROWS LTD. revised downward its FY15 full fiscal year business performance forecasts as a result of the 

difficult conditions (harsh competition) encountered from the 2014 fall and winter selling seasons.

Consolidated sales for the FY15 full fiscal year have been revised downward by around ¥5,914 million compared with 

initial plans to ¥130,000 million due mainly to the difficult conditions (harsh competition) from the start of the 2014 fall 

and winter selling seasons.

The Company has revised downward its FY15 full fiscal year forecast for gross profit by around ¥4,915 million 

compared with initial plans to ¥67,800 million. This largely reflects the effects of the downturn in sales, the increase in 

costs associated with the weak yen, and other factors including an increase in the sale of markdown products.

The FY15 full fiscal year forecast for SGA expenses has been revised downward by around ¥1,595 million compared 

with initial plans to ¥57,000 million. This takes into account such factors as the reduction and decrease in personnel 

and promotion expenses as well as variable and other costs.

Taking into consideration each of these factors, and compared with plans, ordinary income is projected to fall around 

¥3,200 million to ¥11,000 million while net income is expected to decline approximately ¥2,157 million to ¥6,100 

million. There is no change in the period-end dividend forecast.
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■ Reference: Revised Non-Consolidated P/L Forecasts

An explanation has been omitted.
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■ Reference: Revised Non-Consolidated Net Sales Forecasts for the FY15 Full Fiscal Year

An explanation has been omitted.
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■ Progress on Addressing Priority Issues

UNITED ARROWS LTD. has identified the single-year management slogan of “spirit of a creative merchant” for the 

fiscal year ending March 31, 2015. Guided by this slogan, we established the priority issue of bolstering the cycle of 

collaboration between the product, sales, and promotion departments and have worked diligently to carry out a 

variety of initiatives.

In addition to these efforts, we have taken steps to address new issues that have arisen mainly from the 2H.
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■ Reference: Areas of Focus from the Second Half of FY15 and Beyond

The five lines from the top of page 19 of the presentation material outline the areas of focus from the second half 

of FY15.

In addition to these focus areas, we are also currently reviewing pricing strategies.
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■ An Update on Progress regarding the Implementation of Important 3Q Measures

In this instance, we will provide an explanation of efforts to review merchandising policies, to review pricing 

strategies, and to promote a reduction in inventory as well as an update regarding progress.



■ 1. Review Merchandising Policies

Looking at the reasons behind our decision to review merchandising policies, we took into consideration changes in 

consumer sentiment and purchasing patterns. Running in tandem, consumer purchasing patterns are polarized 

between “consumers who are willing to purchase forward-looking items that exhibit value” and “consumer who 

desire items for immediate use.” At the same time, we are seeing a decline in consumer confidence toward product 

prices. One reason for this is the increase in sale of markdown items during the season, the start of clearance sale 

periods spread over an extended period, and gradual increase in clearance sale discount rates. Another factor is the 

longer transition period between seasons from summer to fall and from winter to spring due to changes in climate 

conditions, as well as the incidence of gaps between consumers’ sensory perceptions and in-store 

merchandise. This phenomenon was particularly evident during the spring and summer clearance sales of 2014, 

which resulted in a year-on-year decline in existing store sales in June and July.

Another underlying factor is the growing risk of an increase in inventory due to purchasing and sales plans that are 

linked to clearance sales. While steps were taken to bolster inventories of summer items in the lead-up to expanded 

clearance sales from the end of June to August, this led to an increase in inventory due to the previously mentioned 

difficult conditions (harsh competition) confronted during clearance sales periods.

In working to address and improve these issues, we are adopting an MD segmentation approach and introducing 8-

season merchandising. To date, we have classified product merchandising into the six seasons of early spring, 

spring, summer, early fall, fall, and winter. Moving forward, we will further segment these seasons into the maximum 

eight seasons of early  spring, spring, early summer, high summer, late summer, early fall, fall, and winter. In this 

manner, we will breakdown product merchandising into segments in line with consumers’ feelings toward each 

season and clarify products and volumes accordingly. We will make further minor adjustments to incorporate the 

attributes of each business and to better match each type of customer.
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■ 1. Review Merchandising Policies (continued)

Under 8-season merchandising, we are linking changes in temperatures with season classifications. We are taking 

steps to define those products that are essential for each season while identifying what motivates customers.

By breaking down seasons into finely tuned segments, we are better placed to match products to the transition 

between seasons and to replace products in a more detailed manner. Our goals are to bring fresh appeal to stores 

in an effort to better surprise and excite customers and to lift the ratio of regular price sales.

The shortening of product lifecycles through 8-season merchandising allows us to identify the product volumes 

required. By promoting sales within each season, we are controlling increases in inventory.

Implementing 8-season merchandising helps us to build purchasing and sales plans that do not depend on 

clearance sales, to lift the ratio of regular price sales, and ultimately to control increases in inventory.
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■ 2. Review Pricing Strategies

As one measure aimed at addressing the rise in procurement costs attributable to the recent decline in the value of 

the yen, we implemented a 5-10% increase in prices on the underlying basis of improved product quality from the 

fall and winter seasons of 2013. This price revision had a negative impact on sales of fall and winter items in 2014. 

In particular, we believe that the revision of prices caused actual selling period sales to struggle from October.

In setting prices for fall and winter items, we undertook a comparative analysis of price ranges employed in 2013 

and 2014 by business and item. This analysis revealed a significant trend. In a large number of cases, value-added 

items where prices were increased within the price ranges of last year’s hot-selling products were successful. In 

contrast, value-added items where prices were increased and product mixes fell outside the price ranges of last 

year’s hot-selling products were unable to cover sales of last year’s hot-selling items. In assessing this trend, we 

recognize that our awareness toward those price ranges that customers expect for each brand has waned despite 

efforts to focus on levels of quality that will satisfy customers. Moving forward, we will take steps to definitively raise 

our awareness and to adopt a cautious approach toward setting prices for spring and summer items in 2015.

Examples of successful efforts to add value and raise products prices are the cashmere knitwear products marketed 

by BEAUTY & YOUTH UNITED ARROWS and UNITED ARROWS green label relaxing. After undertaking a review 

of materials and production processes as a part of efforts to raise product quality, the prices of products were 

increased 15% and 20% inclusive of the consumption tax rate hike. As of the end of January 2015, the number of 

items sold increased 19% and 140%, respectively, compared with the previous year. While also acknowledging the 

underlying effect of ensuring sufficient quantities of inventory to address the pullover-type knitwear trend, we believe 

that these examples are indications of success in convincing customers of each product’s value. In addition to 

securing the price ranges of hot-selling items, we will continue to generate items with this kind of value.
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■ 2. Review Pricing Strategies (continued)

Taking into consideration the aforementioned background, we present our basic approach toward 2015 spring and 

summer products and pricing as follows.

First, we will review prices by item for each brand. Looking back over 2014, we will assess items where the 

potential exists for a price increase through steps to raise quality and value as well as items where a review is 

required to bring price ranges within the expectations of customers.

We will recognize prices that can be expected to form the focus of sales for each item and set price ranges 

accordingly. After accurately identifying prices of hot-selling items, we will focus on the development of products that 

customers can be expected to support even when prices are high through improved quality.

Based on 8-season merchandising, we will provide a lineup of these products at optimal volume and pricing levels 

by season segmentation. We will lift the ratio of regular price sales by consistently putting forward fresh product 

proposals and promote sales that do not rely on clearance sales.

We will strengthen measures aimed at reducing costs through a variety of initiatives including efforts to expand 

Japan and China Plus One producing countries and to increase own company imports in tandem with the 

aforementioned activities. Through these means, we will limit any increase in costs to the maximum extent possible.
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■ 3. Promote a Reduction in Inventory

Due mainly to the rapid ongoing decline in the value of the yen from 2013, UNITED ARROWS LTD. witnessed an 

increase in the amount of procurement costs in order to secure lots comparable to previous levels. This is seen as a 

major underlying factor in the upswing in inventory. In order to ensure sales, the Company was forced to tolerate this 

rapid increase in inventory, which contributed to a lax approach toward management and control. Taking these 

factors into consideration, UNITED ARROWS LTD. witnessed a buildup of excess inventory.

In addition, steps taken to boost inventory in the lead up to the rush in demand immediately prior to the consumption 

tax rate hike also led to a higher than usual level of unsold stock. Furthermore, and as previously outlined, changes 

in customers’ awareness toward clearance sales has had a negative effect on efforts to reduce inventory.

Due to the aforementioned circumstances, the balance of inventory as of the end of the 3Q of FY15 increased 

approximately 17% compared with the corresponding period of the previous fiscal year on a non-consolidated basis. 

The majority of this increase was made up of 2014 spring and summer as well as earlier items. Moving forward, we 

will reduce inventory by an additional ¥2,000 million comprising mainly this past balance.

Looking at sales initiatives and measures aimed at reducing inventory, we will first take steps to open three new 

outlet stores, which are recognized as playing a primary role, from the 2H of FY15 and over FY16. In November 

2014, we opened an outlet store with a leased area exceeding 562m2 at the Toki Premium Outlet complex in Gifu 

Prefecture. In addition, we plan to open another outlet store with a leased area of 529m2 in Oyabeshi, Toyama 

Prefecture. Complementing these initiatives, plans to open another outlet store during FY16 have been approved in-

house. As all three stores operate at full capacity, we believe there will be the potential to reduce inventory by around 

¥1,000 million without negatively impacting profit and loss. Moreover, we intend to minimize as much as possible any 

negative impact on profit and loss through additional efforts aimed at reducing inventory including large-scale retail 

and online events. By undertaking these endeavors, we will target an increase in earnings across the Group as a 

whole after taking into account the costs associated with additional reductions in inventory amounting to around 

¥2,000 million in FY16.

In connection with large-scale events and clearance sales outside the outlet field, we will take care to avoid any 

dilution of each brand’s value by basically adopting measures that are limited to the single FY16 period.
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■ 3. Promote a Reduction in Inventory (continued)

Turning to inventory efficiency improvement measures going forward, we will first, as previously mentioned, 

adhere strictly to a policy carryover inventory reduction. In doing so, we plan to improve the content of inventory. 

In addition, we will place a brake on inventory turnover deterioration through a variety of measures. We will 

increase sales rates at regular prices through efforts to improve the balance between prices and value, and 

increase inventory efficiency in line with the segmentation of season merchandising and improvements in the 

precision of inventories.

On a non-consolidated basis, the balance of inventory as of the end of the 3Q of FY15 increased approximately 

17% compared with the corresponding period of the previous fiscal year. Of this increase, 2014 fall and winter 

products accounted for around 5%. Moving forward, we are promoting cutbacks in the launch of new products.

The graph running along the bottom half of the page outlines trends in inventory turnover on a sales basis. While 

turnover for FY15 is forecast to come in at around six times, we will avoid the low turnover levels experienced 

between 2009 and 2011 by carrying out the previously identified measures.

From FY15 and over FY16, we will target stable growth by adopting a variety of measures that are more than 

capable of addressing dramatic changes in the external and consumption environments.
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■ Supplementary Comment: About Capital Policies

Under its Medium-Term Business Plan and Long-Term Vision, UNITED ARROWS LTD. has set a consolidated 

ROE target of 20% or more.

In line with this target, the Company will undertake the acquisition of treasury stock to a maximum amount of 

¥6,000 million during the period from February 6, 2015 to April 30, 2015 in order to improve capital efficiency. In 

addition, and while UNITED ARROWS LTD. announced details of revisions to its operating results, plans are to 

leave the period-end dividend per share amount unchanged.

Taking each of the aforementioned into consideration, forecasts for FY15 consolidated ROE, the dividend payout 

ratio, and total return ratio are around 20%, 38.9%, and 137.3%, respectively.

Looking ahead, UNITED ARROWS LTD. is committed to improving value for all of the Company’s stakeholders 

and to continuously improve capital efficiency going forward.
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