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■FY16 1Q Performance Summary

(As detailed on this page.)
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■Consolidated / Non-Consolidated 1Q P/L Overview

While revenue was up and earnings were down for the 1Q (April 1, 2015 to June 30, 2015) of FY16, the 

fiscal year ending March 31, 2016, results were essentially in line with plans on both a consolidated and 

non-consolidated basis. Owing mainly to decreases in the corporate tax rate as well as extraordinary 

losses, quarterly net income for the period under review increased 1.2% compared with the corresponding 

period of the previous fiscal year.

Consolidated sales for the period under review climbed 7.5% year on year, to ¥32,093 million. This 

increase was largely attributable to the upswing in sales at UNITED ARROWS LTD. and COEN CO., LTD.

Gross profit increased 3.4% compared with the corresponding period of the previous fiscal year, to ¥17,476 

million. Despite a decrease in the gross margin owing mainly to fluctuations in foreign currency exchange 

rates as well as efforts aimed at promoting the reduction of past inventories, this increase in the amount of 

gross profit was in line with the increase in revenue.

The selling, general and administrative (SGA) expenses to total sales ratio decreased 1.0 percentage point 

compared with the corresponding period of the previous fiscal year, to 45.7%. This decrease largely 

reflected cutbacks in advertising expenses and an upswing decrease in the fixed costs ratio in line with the 

increase in sales.

Accounting for each of these factors, operating income was ¥2,794 million, down 5.6% compared with the 

corresponding period of the previous fiscal year. Ordinary income came to ¥2,797 million and net income 

totaled ¥1,740 million. This represented a decrease of 7.1% and an increase of 1.2%, respectively, on a 

year-on-year basis.



5

■Non-Consolidated Sales Results by Sales Channel

Non-consolidated sales were up 7.0% compared with the corresponding period of the previous fiscal year. 

Existing retail and online sales were also up 3.4% year on year.

After a downturn that was in line with market corrections following the April 2014 increase in Japan’s 

consumption tax rate, there were signs of an increase in sales in April 2015 after the market again 

underwent an adjustment. Thereafter, operating results remained steady overall, with firm results across all 

retail, online, and outlet channels. Results were especially robust for online sales, which climbed 17.2% 

compared with the corresponding period of the previous fiscal year.

From a sales composition perspective, online store sales accounted for 11.2% of the total, up 1.0 

percentage point compared with the corresponding period of the previous fiscal year. Outlet sales made up 

13.6% of the total, an increase of 0.7 percentage point year on year.
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■Non-Consolidated Sales Results by Business

Revenue was up in the UNITED ARROWS (UA), UNITED ARROWS green label relaxing (GLR), and 

CHROME HEARTS (CH) businesses. Existing store sales were also up compared with the previous period 

in each of these three businesses.

Trends in women’s dressy items, CH items in the UA business, and women’s items in general in the GLR 

business were firm. As well, CH reported strong results across various products including silver, small 

leather, and cut & sewn items.

While Small Business Units (SBUs) struggled in overall terms, trends were robust at Boisson Chocolat and 

THE STATION STORE.
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■Non-Consolidated Gross Margin Results

In the 1Q of FY16, the non-consolidated gross margin decreased 2.3 percentage points compared with the 

corresponding period of the previous fiscal year, to 53.9%.

While the gross margin fell just short of plans, the amount of gross profit exceeded expectations.

Despite again reporting a downturn in the gross margin compared with the corresponding period of the 

previous fiscal year, the degree of decline continued to narrow from the preceding quarter (4Q of FY15).

The Total Business Units gross margin declined 1.9 percentage points year on year, to 57.4%, due to a 

variety of factors including an increase in the cost of goods purchased ratio that was in line with 

movements in foreign currency exchange rates, a decrease in the sales composition of private label brand 

products, and an upswing in markdown losses due to the promotion of prompt final sales.

The gross margin for outlet segment declined 1.9 percentage points compared with the corresponding 

period of the previous fiscal year, to 33.6%, owing mainly to efforts aimed at promoting the reduction of 

past inventories. On a positive note, the outlet segment gross margin is trending above plans largely on the 

back of efforts to control mark down rates.
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■Non-Consolidated SGA Expenses

The non-consolidated SGA expenses to sales ratio decreased 0.8 percentage point compared with the 

corresponding period of the previous fiscal year, to 44.0%.

Factors contributing to the increase (decrease) in this ratio are presented as follows.

The ratio of advertising expenses to sales decreased in line with such factors as the decline in the 

placement of magazine advertisements as well as a drop in expenses relating to the publication of 

catalogs. 

Turning to the ratios of personnel expenses as well as rent to sales, movements were impacted by a 

relative decrease in the fixed cost rate in line with the increase in sales.

Reference: SGA expenses declined ¥180 million compared with plans. This reflected decreases of ¥60 

million in each of personnel expenses, advertising expenses, and other fixed costs.
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■Consolidated / Non-Consolidated 1Q-end B/S Overview

The balance of total assets stood at ¥61,547 million as of June 30, 2015 on a consolidated basis. This was 3.6% 

higher than the balance as of June 30, 2014 and 0.8% lower than the balance as of the end of the previous fiscal year.

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

Current assets stood at ¥40,091 million as of June 30, 2015, up 4.8% compared with the balance as of the end of the 

corresponding period of the previous fiscal year. The principal movements included increases in the balances of 

inventory as well as accounts receivable―other and a decrease in the balance of cash and deposits. Noncurrent 

assets came to ¥21,455 million, an increase of 1.4% year on year. This increase largely reflected an upswing in the 

balances of tangible noncurrent assets and guarantee deposits in line with the opening of new stores and other factors.

The balance of current liabilities stood at ¥25,391 million, up 1.9% compared with the balance as of June 30, 2014. As 

of June 30, 2015, UNITED ARROWS LTD. reported higher balances of current portion of long-term loans payable as 

well as accounts payable―trade and a lower balance of short-term loans payable compared with the balances as of 

the end of the corresponding period of the previous fiscal year.

Noncurrent liabilities amounted to ¥6,430 million, 134.1% higher than the balance as of June 30, 2014. This was 

mainly attributable to the increase in the balance of long-term loans payable associated with the acquisition of treasury 

stock.

As of June 30, 2015, the balance of net assets stood at ¥29,725 million, a decrease of 6.4% year on year. While 

retained earnings increased, this overall decrease in the balance of net assets was largely due to the acquisition of 

treasury stock.

The balance of short- and long-term loans payable rose 25.9% compared with the balance as of the end of the 

corresponding period of the previous fiscal year, to ¥10,579 million. This again was largely the result of costs 

associated with the acquisition of treasury stock.

The balance of non-consolidated inventory was up 11.5% year on year. Despite again exceeding the rate of net sales 

growth, the rate of non-consolidated inventory increase is exhibiting a declining trend, down from 15.3% on a year-on-

year basis as of the end of the previous fiscal year.
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■ Consolidated 1Q C/F Overview

The balance of cash and cash equivalents as of June 30, 2015 stood at ¥3,965 million.

Net cash provided by operating activities amounted to ¥2,597 million. The principal cash inflows were 

income before income taxes of ¥2,805 million and increase in purchase liabilities of ¥2,440 million. The 

major cash outflows included increase in inventories of ¥1,369 million and income taxes paid of ¥1,231 

million.

Net cash used in investing activities totaled ¥1,311 million. The principal cash outflows were purchase of 

property, plant and equipment of ¥809 million and payments for guarantee deposits of ¥341 million 

associated with the opening of new stores and other factors.

Net cash used in financing activities came to ¥2,904 million. The major cash inflow was the net increase in 

short-term loans payable of ¥580 million. The principal cash outflows were cash dividends paid of ¥1,565 

million, the purchase of treasury stock of ¥1,418 million, and repayment of long-term loans payable of ¥501 

million.
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■Results of FY16 1Q Group Total Opening and Closing of Stores and FY16 Forecasts

On a Group total basis, 14 stores were newly opened and two stores were closed during the 1Q of FY16. 

The number of stores as of June 30, 2015 therefore stood at 346.

For the full fiscal year ending March 31, 2016, the UNITED ARROWS Group is looking to open 34 new 

stores and close five stores. This will bring the total number of stores as of the end of the fiscal year under 

review to 363.

Compared with the previous forecast, the number of stores as of the period-end is projected to increase by 

three stores.

Looking at a breakdown of changes from forecasts provided during the previous earnings announcement, 

the number of ASTRAET stores to be opened is projected to increase by one, the number of Another 

Edition stores to be closed to decrease by one, the number of Odette e Odile stores to be closed to 

increase by one, and the number of COEN CO., LTD. stores to be closed to decrease by two.
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■Reference: UNITED ARROWS LTD. Results of FY16 1Q Opening and Closing of Stores and FY16 

Forecasts

An explanation has been omitted.
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■Reference: FY16 1Q-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 1Q of FY16, the company reported a decrease in revenue and an increase in earnings. Sales 

amounted to ¥500 million, down 6% compared with the corresponding period of the previous fiscal year. 

The principal factor for the decrease in revenue involved differences in wholesale shipments or more 

specifically planned late deliveries compared with the previous year.

From a profit perspective, the increase in earnings was largely attributable to the improvement in the gross 

margin on the back of a decrease in the share of wholesale sales compared with retail sales as well as the 

downturn in SGA expenses due to the decline in promotion, variable costs, and other expenses.

Trends as of the end of the 1Q of FY16 are essentially in line with plans. FIGO is aiming for an increase in 

revenue and earnings for the full fiscal year.

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

In the 1Q of FY16, the company reported an increase in revenue and earnings. Sales came to ¥1,900 

million, up 16% compared with the corresponding period of the previous fiscal year. Throughout the period 

under review, trends were firm for both actual and online store sales. From a profit perspective, the 

increase in earnings largely reflected an improvement in the gross margin due mainly to successful efforts 

to hold down markdown losses. COEN is also targeting an increase in revenue and earnings for the full 

fiscal year.

(Continued on the following page)
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■Group Companies

(Continued from the previous page)

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

In the 1Q of FY16, trends were essentially in line with plans.

The UA TAIPEI store reported robust results across a variety of products including suits as well as formal 

and purchased products.

The BEAUTY&YOUTH UNITED ARROWS (BY) TAIPEI store also posted strong results in exclusive 

merchandise as well as purchased products including sneakers.

Turning to the spring and summer seasons in particular, efforts to address the early advance of seasons 

compared with Japan is an issue. In this regard, energies are being channeled toward sharing and 

employing an exclusive merchandising calendar. Furthermore, customers in Taiwan have a preference for 

larger sizes compared with Japan. As a result, steps are being taken to review the balance of product sizes 

at the time of introduction and to engage in a variety of initiatives including the development of exclusive 

merchandise.
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■FY16 Management Policy and Addressing Priority Issues

Guided by the Management Slogan, “Maximum satisfaction to each customer on each occasion,” UNITED 

ARROWS LTD. has identified efforts to bolster the cycle of collaboration between the product, sales, and 

promotion departments as well as to control increases in inventories as priority issues.

At the same time, increasing online sales as well as sales on the back of an upswing in visitors to Japan 

from overseas have also been identified as Companywide promotion items.

The following is an overview of efforts to strengthen these Companywide promotion items and an 

explanation of progress in reviewing merchandising policies, evaluating pricing strategies, and controlling 

increases in inventories.
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■Progress on Addressing Priority Issues

1. Increase in online sales

・・・・ Flexible inventory supply

We began to post photos of certain products on the i LUMINE and SELECT SQUARE sites without sending out 

inventory in March 2015. This new method means that we now only send on items to the fashion e-commerce sites 

once an order has been received. While a large number of e-commerce sites take their own photos, we have taken 

photos of the products of each site ourselves from 2013. This way, rather than allocate all inventory items for each e-

commerce site, we are increasing the number of items handled in order to improve inventory efficiency and to create 

new sales opportunities. Even when online store inventory levels are low, a variety of steps including the additional 

allocation of inventory from actual stores can be arranged. Through these means, we have minimized opportunity loss 

through flexible inventory supply.

・・・・ Strengthening advance order event initiatives

The number of customers, who use advance order events as a means to ensure the purchase of popular and other 

items continues to grow. In line with this trend, online stores are strengthening efforts in the area of advance order 

events. In certain cases, we are seeing online store sales account for nearly half of total sales for some popular items. 

Measures aimed at strengthening advance order events are therefore contributing significantly to expanding online 

store sales.

2. Increase in sales on the back of an upswing in visitors to Japan from overseas

As of June 30, 2015, 191 UNITED ARROWS LTD. stores were authorized to sell tax-free goods on a non-

consolidated basis. Working to boost sales amid the upswing in visitors to Japan from overseas, we are pushing 

forward a host of measures. This includes conducting conversation training mainly in English for staff, simplifying tax-

free purchasing procedures, and installing point-of-purchase (POP) notices and stickers to clearly identify to 

customers which stores sell tax-free goods. Thanks to these initiatives, sales of tax-free items in the 1Q of FY16 

increased around 2.5 times compared with the corresponding period in the previous fiscal year. The ratio of tax-free 

sales to total sales on a non-consolidated basis also came to 3.6%, up 2.0 percentage points year on year.

Moving forward, we will continue to strengthen these initiatives for the 2Q of FY16 and beyond.
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■Progress regarding Important Measures―Implementation Details―

1. Review merchandising and product lineup policies

Against the backdrop of recent changes in customers’ purchasing trends, we reviewed our merchandising 

policy from the spring and summer seasons of 2015. In specific terms, we have adjusted our traditional 6-

season segments and are engaging in the planning of products based on an 8-season merchandising policy 

under which each year is broken down inter eight season segments. This policy was first implemented 

through the GLR business and SBUs from the spring and summer seasons of 2015. An 8-season 

merchandising approach is also being advanced across businesses where the policy has not been officially 

introduced. At this stage, we are seeing both robust and weak trends depending on the business. At the 

same time, businesses that are posting sales in excess of forecasts are emerging while engaging in the 

efficient introduction of inventories.

2. Review pricing strategies

Learning from the lessons of the fall and winter seasons of 2014, we set prices that ensure a sound balance 

between the price and value of products from the spring and summer seasons of 2015. In specific terms, we 

took into consideration customers’ perspective when striking a balance between the price and value of 

individual products in each business. After introducing each product at our network of stores, we are flexibly 

adjusting prices while carefully examining sales trends. In this manner, we are working to promote sales at 

the most appropriate price level and timing. Meanwhile, sales of CH and high-priced purchased products are 

firm with average spending per customer steadily increasing. Looking ahead, this upswing in average 

spending per customer is expected to continue.

(Continued on the following page)
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■Progress regarding Important Measures―Implementation Details―

(Continued from the previous page)

3. Control increases in inventories

In order to control increases in inventories, we are undertaking two broad initiatives. First, we are controlling 

the volume of new products introduced. Second, we are working actively to reduce past inventories. As part 

of efforts to control the volume of new product introduction, we are putting in place and carrying out 

appropriate purchasing plans based on a review of merchandising and product lineup policies. After 

controlling volume levels at the time of initial introduction, we are introducing additional volumes as and 

when required. In this manner, we are endeavoring to boost efficiency. While the amount of Companywide 

inventory on a non-consolidated basis as of the end of the 1Q of FY16 was still around 10% higher than the 

amount recorded as of the end of the corresponding period of the previous fiscal year, the volume had fallen 

approximately 2% compared with each year’s spring and summer season items. Business unit sales for the 

period under review were up 6.1% compared with the corresponding period of the previous fiscal year. We 

have therefore been successful in increasing sales by 6% while reducing inventories by 2%. Turning also to 

efforts aimed at reducing past inventories, initiatives include opening new outlet stores and increasing store 

sales areas. We are also promoting the reduction of inventories through the use of outlet e-commerce malls. 

In the future, we will undertake various measures from the 2Q of FY16 and beyond. Among a host of 

initiatives, we plan to actively hold sales events for past inventories. Taking full advantage of these and 

other measures, current inventories are trending essentially in line with plans.
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■Progress regarding Important Measures―Results to Date―

Taking each of these measures into consideration, the graph on this page outlines trends in sales, inventory, and the 

number of customers by quarter for the previous fiscal year and the 1Q of FY16. 

(1) Year-on-year comparison of period-end inventory

The balance of inventory as of June 30, 2015 increased 11.5% compared with the balance as of the end of the 

corresponding period of the previous fiscal year. Sales growth over this same period was 7.0%. While the rate of 

inventory growth continues to exceed the rate of sales growth, the rate of increase has shown signs of narrowing from 

the 3Q of FY15.

(3) Year-on-year comparison of the number of inventory items as of the period-end

The number of inventory items as of the end of the 1Q of FY16 was down 3.0% compared with the end of the 

corresponding period of the previous fiscal year. This represents a year-on-year downward trend on a number of 

inventory items owing mainly to efforts aimed at controlling inventories.

(2) Year-on-year comparison of existing retail and online store sales

In the 1Q of FY16, existing retail and online store sales climbed 3.4% compared with the corresponding period of the 

previous fiscal year. In March 2015, these sales declined year on year. This reflected the market’s correction following 

the rush in demand prior to the April 2014 increase in Japan’s consumption tax rate. In contrast, sales increased in April 

2015 compared with the drop in sales a year earlier as the market adjusted itself in response to the surge in demand in 

March 2014. Despite this upswing, existing retail and online store sales bottomed out during the 4Q of FY15 and began 

to improve in overall terms. Turning to the fiscal year under review, trends continue to remain positive from April and 

beyond.

(4) Year-on-year comparison of the number of purchasing customers at existing retail stores

In the 1Q of FY16, the number of purchasing customers at existing retail stores declined 6.5% compared with the 

corresponding period of the previous fiscal year. Despite this downturn, the decline bottomed out during the 4Q of FY15 

and is steadily improving. 

While there is little room for complacency, each indicator is exhibiting a positive trend after bottoming out in the 3Q and 

4Q of the previous fiscal year.
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■Progress regarding Important Measures―Future Initiatives―

・・・・ 8-season merchandising

As an initiative that was launched this fiscal year, we still have a number of issues to address and 

improvements to make before realizing the full potential of our 8-season merchandising policy. We plan to 

increase the precision of implementation by repeatedly testing the premises that underpin the 

merchandising and product lineup. Moving forward, we will consider rolling out the policy to other 

businesses after taking into consideration the results of businesses in which the policy has been 

implemented.

・・・・ Inventories

Every effort is being made to ensure the proper procurement of products and to both enhance the fresh 

appeal of stores and optimize inventories by increasing the precision of 8-season merchandising policy 

implementation. Every effort will be made to reduce the scale of inventory reduction using outlet stores by 

controlling residual inventories as much as possible. We will endeavor to curtail total markdown losses 

through various measures including the use of regular businesses and outlet stores.

Looking at past inventories up to FY15, we are continuing to promote reduction and to level out the balance 

of inventories during the current fiscal year. We are also pursuing a variety of initiatives including detailed 

adjustments to markdowns and an examination of sales trends with respect to outlet stores. Through these 

means, we have successfully maintained an outlet store gross margin in excess of plans.

We have prioritized the control of inventories focusing mainly on winter items from the previous year and this 

year’s spring and summer products. As a result, we have seen instances of certain sales opportunity loss. 

Looking ahead, we will improve the balance between sales and inventories and ensure both the reduction of 

opportunity loss and increased inventory efficiency.

(Continued on the following page)



22

■Progress regarding Important Measures―Future Initiatives―

(Continued from the previous page)

・・・・ Pricing strategies

We will continue to adopt a careful approach in line with the attributes of each product when also setting 

prices for fall and winter items in 2015. Even if the cost of goods purchased ratio increases as a result of 

movements in foreign currency exchange rates, we will appropriately set prices from the perspective of 

customers. Meanwhile, we will set prices for products that are recognized as offering high quality 

commensurate with their value. Moving forward, we will increase the rate of final sales by flexibly adjusting 

prices in line with sales trends.

By implementing these measures, we will secure growth in sales and the number of purchasing customers.

We will pursue “maximum satisfaction to each customer on each occasion” and work toward achieving full 

fiscal year plans as a result.
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