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■■■■ FY16 1H Performance Summary

(As detailed on this page)
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■■■■ Consolidated 1H P/L Overview

Both revenue and earnings were up for the 1H (from April 1, 2015 to September 30, 2015) of FY16, the

fiscal year ending March 31, 2016, with sales and each major level of earnings exceeding plans.

Consolidated sales for the period under review climbed 8.7% and 1.7% YoY and compared with plans,

respectively, to ¥64,102 million. These improvements were mainly due to the upswing in sales at UNITED

ARROWS LTD.

The gross margin decreased 1.8 percentage points and 0.5 of a percentage point YoY and compared with

plans, respectively, to 51.0%. The lower margin was largely attributable to efforts aimed at promoting the

reduction of past inventories at UNITED ARROWS LTD., the priority placed on price setting and a product

lineup that would attract customers as well as other initiatives. Gross profit was up both YoY and compared

with plans in line with the increase in sales.

The selling, general and administrative (SGA) expenses to total sales ratio decreased 1.5 percentage

points and 1.4 percentage points YoY and compared with plans, respectively, to 45.3%, largely reflecting

the relative decline in the fixed costs ratio in line with the increase in revenue.

Accounting for each of these factors, operating income, ordinary income, and quarterly net income all

increased and exceeded plans by more than 20%.
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■■■■ Reference: Non-Consolidated 1H P/L Overview

(An explanation has been omitted.)
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■■■■ Non-Consolidated Sales Results by Sales Channel

Non-consolidated sales were up 8.9% compared with the corresponding period of the previous fiscal year. 

Existing retail and online store sales were up 4.4% YoY.

Steady trends were recorded across all sales channels. Trends were especially strong in online sales at 

business units.

From a sales composition perspective, online store sales accounted for 11.9% of the total, up 0.6 of a 

percentage point compared with the corresponding period of the previous fiscal year. Outlet store and other 

sales made up 13.4% of the total, an increase of 1.1 percentage points YoY.
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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, with existing store sales up on a YoY basis.

Robust trends in women’s items generally as well as CH items handled at UA stores were seen in the UA 

business as well as women’s items generally in the GLR businesses, with strong results also recorded 

across virtually all main items in the CH business.

CH showed high rates of sales growth in both tax-free sales to overseas tourists visiting Japan and sales to 

domestic customers.

While SBUs struggled in overall terms, Jewel Changes, Boisson Chocolat, and THE STATION STORE 

exhibited steady sales trends.
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■■■■ Non-Consolidated Gross Margin Results

In the 1H of FY16, the non-consolidated gross margin decreased 1.9 percentage points compared with the 

corresponding period of the previous fiscal year, to 50.2%.

While the gross margin declined on a YoY basis, the degree of decline narrowed in the 2Q compared with 

the 1Q.

Reflecting on results from the 2H of the previous fiscal year, priority was placed on price setting and a 

product lineup that would attract customers in the Total Business Units segment. As a result, the Total 

Business Units gross margin came in at 54.7%, down 1.6 percentage points YoY for the 1H of FY16. On 

this basis, the degree of decline narrowed in the 2Q compared with the 1Q.

The gross margin for Outlet, other declined 2.4 percentage points YoY, to 28.9%, due to a variety of 

factors, including the reduction of past inventories. Special efforts were also made to actively hold sales 

events outside stores and undertake other initiatives in the 2Q. As a result, past inventories are steadily 

contracting, despite a downturn in the gross margin.



9

■■■■ Non-Consolidated SGA Expenses

The non-consolidated SGA expenses to total sales ratio decreased 1.5 percentage points compared with 

the corresponding period of the previous fiscal year, to 44.2%.

Factors contributing to the YoY decrease in this ratio are presented as follows.

In overall terms, the fixed cost rate exhibited a relative decrease in line with the increase in revenue.

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 .

SGA expenses declined ¥300 million compared with plans. This decline reflected a decrease in 

advertising expenses of ¥100 million, a drop in repairs and consumables of ¥100 million, and a downturn 

in other costs of ¥ 100 million.
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■■■■ Consolidated / Non-Consolidated 1H-End B/S Overview

The balance of total assets stood at ¥62,334 million as of September 30, 2015 on a consolidated basis. 

This figure was 1.3% higher than the balance as of September 30, 2014 and 0.5% higher than the balance 

as of the end of the previous fiscal year.

Factors contributing to the YoY movements in consolidated balance sheet items are presented as follows.

Current assets stood at ¥41,183 million as of September 30, 2015, up 2.3% 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 accounts receivable―other and inventory and a decrease in the balance of 

cash and deposits. Noncurrent assets came to ¥21,150 million, a decrease of 0.6% YoY. While the balance 

of guarantee deposits increased, this decline in the balance of noncurrent assets largely reflected a 

decrease in the balance of tangible noncurrent assets in line with depreciation and a downturn in the 

balance of investment securities.

The balance of current liabilities stood at ¥26,374 million, down 1.2% compared with the balance as of 

September 30, 2014. Despite reporting higher balances of current portion of long-term loans payable and 

accounts payable―trade, UNITED ARROWS LTD. recorded a decrease in the balance of short-term loans 

payable.

(Continued on the following page)
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■■■■ Consolidated / Non-Consolidated 1H-End B/S Overview

(Continued from the previous page)

Noncurrent liabilities amounted to ¥5,891 million, 112.3% higher than the balance as of September 30, 

2014. This increase was largely attributable to a rise in the balance of long-term loans payable in line with 

the acquisition of treasury stock.

As of the end of the period under review, the balance of net assets stood at ¥30,069 million, a decrease of 

6.3% compared with the end of the corresponding period of the previous fiscal year. While the balance of 

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 22.2% compared with the balance as of the end of 

the corresponding period of the previous fiscal year, to ¥8,678 million. Again, this increase was largely the 

result of costs associated with the acquisition of treasury stock.

The balance of non-consolidated inventory rose 2.0% YoY. This rate of increase was, however, 

substantially lower than the rate of non-consolidated sales growth of 8.9% compared with the 

corresponding period of the previous fiscal year.
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■■■■ Consolidated 1H C/F Overview

The balance of cash and cash equivalents as of September 30, 2015 stood at ¥3,747 million.

Cash flows from operating activities increased substantially compared with the corresponding period of the 

previous fiscal year. This rise was largely attributable to a YoY downturn in the increase in inventories of 

¥2,706 million (¥4,870 million for the 1H of FY15 and ¥2,164 million for the 1H of FY16) and a YoY 

decrease in income taxes paid of approximately ¥2,082 million.

Net cash provided by operating activities amounted to ¥4,639 million. The principal cash inflows were 

income before income taxes of ¥3,469 million and increase in purchase liabilities of ¥3,726 million. The 

major cash outflows included increase in inventories of ¥2,164 million and income taxes paid of ¥1,219 

million.

Net cash used in investing activities totaled ¥1,464 million. The principal cash outflows were for purchase of 

property, plant and equipment of ¥1,071 million and payment for guarantee deposits of ¥450 million.

Net cash used in financing activities came to ¥5,011 million. The major cash outflows were for cash 

dividends paid of ¥1,770 million, purchase of treasury stock of ¥1,418 million, and net decrease in short-

term loans payable and repayment of long-term loans payable of ¥1,822 million.
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■■■■ Results of FY16 1H-End Group Total

Opening and Closing of Stores and FY16 Forecasts

On a Group total basis, 20 stores were newly opened and 5 stores were closed during the 

1H of FY16. The number of stores as of September 30, 2015 therefore stood at 349.

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

open 35 new stores and close 8 stores, bringing the total number of stores as of the end of 

the fiscal year under review to 361.

Compared with the previous forecast, the number of stores as of the period-end is 

projected to decrease by two stores.

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

announcement, the number of BEAUTY&YOUTH and Another Edition stores closed each 

increased by one.
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■■■■ Reference: UNITED ARROWS LTD. Results of FY16 1H-End 

Opening and Closing of Stores and FY16 Forecasts

(An explanation has been omitted.)
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■■■■ Reference: FY16 1H-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 1H of FY16, the company reported decreases in revenue and earnings. Sales amounted to ¥1,400 

million, down 12% compared with the corresponding period of the previous fiscal year. The principal factor 

contributing to the decrease in revenue involved delays in wholesale shipments.

The decreases in both revenue and earnings were forecast from the beginning of the period. In contrast, 

the company is targeting increases in revenue and earnings for the full fiscal year in line with initial 

forecasts.

COEN CO., LTD. (Fiscal year-end: January)

In the 1H of FY16, the company reported increases in revenue and earnings. Sales came to ¥4,500 million, 

up 12% compared with the corresponding period of the previous fiscal year.

Gross profit is in excess of forecasts, with each level of earnings trending above plans due to a decrease in 

SGA expenses.

Looking at the full fiscal year, the company is targeting increases in revenue and earnings.

UNITED ARROWS TAIWAN LTD. (Fiscal year-end: January)

In the 1H of FY16, operating results were essentially in line with plans.

The UA TAIPEI store continued to achieve its sales plans.

Despite experiencing difficulties, the BEAUTY&YOUTH UNITED ARROWS (BY) TAIPEI store saw a 

gradual improvement in sales through successful efforts to grasp customer needs.

The company undertook a variety of steps, including the use of SNS and the rollout of pop-up shops to 

increase visibility and awareness.

As a result, the company is expecting full fiscal year results to come in in line with plans.
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■■■■ FY16 Management Policy and Addressing Priority Issues

In addition to an explanation outlining the progress made in addressing priority issues, we also provide 

details of recent changes to the Company’s organization as well as the cancellation of treasury stock in 

the latter half of this presentation.

Progress on Addressing Priority Issues

UNITED ARROWS LTD. has identified “Maximum satisfaction to each customer on each occasion” as its 

Management Slogan for the fiscal year under review.

In addition, and as a part of the ongoing measures carried forward from the previous fiscal year, the 

Company is looking to “review merchandising and product lineup policies,” “review pricing strategies,” 

and “control increases in inventories.”

While there remains little room for complacency, signs that we are having some success in implementing 

the aforementioned measures are beginning to emerge. Turning to the next page, we provide an 

explanation outlining results to date.
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■■■■ Progress regarding Ongoing Measures ―Results to Date―

The graph on this page depicts YoY trends in the Company’s sales, inventory, and the number of customers 

by quarter for the previous fiscal year and the 1H of FY16 on a non-consolidated basis.

(1) YoY comparison of existing retail and online store sales

→ Up 5.6% in the 2Q three-month period and a further upswing from the 3.4% increase in the 1Q

Steady sales trends also for fall and winter items from September 2015

(2) YoY comparison of period-end inventory

→ Up 2.0% as of the end of the 2Q but substantially below the rate of sales expansion

Making steady progress on implementing measures aimed at increasing the efficiency of new product 

introduction and the reduction of past inventories; Improvement in the composition of inventory

(3) YoY comparison of the number of purchasing customers at existing retail stores

→ Despite a decrease of 2.6% in the 2Q three-month period, an improvement over the downturn of 6.5% in 

the 1Q

While not shown in the graph, a positive turnaround and an increase of 5.1% for the single month of 

September 2015 followed by continued positive trends in October

(4) YoY comparison of the number of inventory items as of the period-end

→ Decrease of 8.0% as of the end of the 2Q; The Company recognizes various measures, including efforts 

to rationalize the number of items through the introduction of new products, is contributing to the declining 

trend

Despite signs of an improvement, any real optimism is tempered by the limited six-month period of 

measures implemented. Moving forward, ongoing steps to be taken to promote key measures while 

reevaluating possible scenarios.
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■■■■ Progress regarding 8-Season Merchandising Measures

●●●● Background behind the introduction of 8-season merchandising

The decision to introduce 8-season merchandising was largely due to changes in consumers’ purchasing patterns and 

the emergence of two distinct trends running in tandem between consumers who are willing to purchase forward-

looking items that exhibit value and consumers who desire items for immediate use. The introduction of 8-season 

merchandising was also the result of changes in climate conditions and the incidence of gaps between consumers’ 

sensory perceptions and in-store merchandise. Taking each of the aforementioned into consideration, UNITED 

ARROWS LTD. recognized the inability of existing product planning measures to fully meet customer needs. In 2014, 

the increase in inventory risk attributable to the Company’s use of conventional product purchasing and sales plans 

that depend on clearance sales was particularly evident. Despite efforts to bolster inventories in a bid to increase 

sales during clearance sales periods, the prolonged nature of clearance sales and progressive markdown of products 

that led to a downturn in the fresh appeal of stores triggered a slump in clearance sales and an increase in past 

inventories. The 8-season merchandising approach is therefore being positioned as a means to resolve these issues. 

Under this approach, each year is broken down into a maximum of eight segments. Steps are then taken to promote 

the finely tuned introduction of products according to each segment. In this manner, energies are channeled toward 

consistently delivering products with a fresh appeal in line with the sensory perceptions of consumers. At the same 

time, considerable care is given to determining the optimal amount of product purchasing and to promoting sales 

within each period in order to control residual inventories.

●●●● Introduction of 8-season merchandising: GLR example

In introducing 8-season merchandising at GLR, steps were taken to review spring and summer product purchasing 

plans.

(1) Set a balanced product purchasing plan covering the spring and summer seasons

Under the Company’s conventional product plans, considerable weight was placed on variety at the beginning of each 

season. At the same time, the tendency was also to emphasize spring items. After undertaking a review of this 

approach, limits on product purchasing plans of just on 50:50 were set for the early spring to spring and the early 

summer to high summer seasons.

(Continued on the following page)
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■■■■ Progress regarding 8-Season Merchandising Measures

(Continued from the previous page)

(2) High summer: Expand high summer products with the expectation of sales during summer clearance 

sales periods

With an increase in the limits pertaining to the procurement of summer items, steps were taken to consider sales 

trends during clearance sales periods and to increase the volume of short-sleeved shirts as well as short-sleeved cut 

and other high summer items while reducing the incidence of opportunity loss attributable to items that are marked as 

out of stock.

(3) Late summer: Introduced fresh late summer products for immediate use

In tandem with clearance sales, energies were channeled toward introducing fall-colored, late summer items from the 

end of June for immediate use and further enhancing the fresh appeal of stores. In addition, and drawing on results 

recorded during spring, particular focus was placed on properly ascertaining product price ranges that would 

attract customers and on increasing products that address feminine tastes . As a result, successful steps were taken 

to generate a series of hit products, including big silhouette cut items and gaucho pants, from the middle of the 

season.

(4) Early fall: Introduced early fall products for use throughout the early fall and fall seasons

Early fall items were introduced from mid-to-late July. Placing considerable emphasis on this fall’s color trends of 

khaki and camel, a variety of fall items were introduced, including long-length cardigans, light outerwear, three-quarter 

sleeved tops, and wide pants. In addition, efforts focused on the rollout of such miscellaneous items as sneakers and 

hats that are easily sold irrespective of seasonal sensitivities.

Moreover, every effort is being made to ensure robust beginnings to the fall and winter season. In specific terms, the 

promotion department is engaging in a variety of activities while ensuring the effective use of magazine advertising, 

product catalogs, online tools, and SNS. For its part, the sales department is working to improve coordination with 

display proposals at stores.

Driven by the success of these initiatives, sales at existing GLR stores have been robust from June 2015. Drawing on 

the success at GLR as an example and after reflecting on any issues that subsequently arise, plans will be set for next 

year’s spring and summer seasons and steps taken to further improve the precision of 8-season merchandising 

management. Moreover, this example will be shared with other businesses and reflected in future product planning.
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■■■■ Reference: Recent Changes to the Company’s Organization

UNITED ARROWS LTD. has undertaken two major personnel and organizational changes from the 2Q.

1. Introduction of a responsible director system (July)

Steps were taken to abolish the existing Business Unit system. A responsible director system excluding outside 

directors was introduced in order to clarify the roles and responsibilities of directors charged with carrying out an 

executive function. Further, all operating divisions are to report directly to the president. The objectives of this 

reorganization are to ensure that all management decisions relating to business operations are made on a timely basis 

and to maximize the satisfaction of each customer on each occasion.

Hiroyuki Higashi, who was formerly in charge of Business Unit I, will oversee all corporate strategy. In specific terms, 

Mr. Higashi’s role and responsibilities will entail taking charge of business planning and development, overseas 

expansion, and human resource organizational development while also implementing strategic as well as medium and 

long-term initiatives.

Mitsunori Fujisawa, who was formerly in charge of Business Unit II, will oversee operating activities. Mr. Fujisawa’s role 

and responsibilities will entail taking charge of addressing difficult-to-solve problems within business divisions, 

upgrading business infrastructure, and supporting business operations.

Masami Koizumi will remain in charge of the administrative function. Mr. Koizumi’s role and responsibilities will entail 

taking charge of business administration, corporate governance, and compliance while strengthening administrative 

foundations Companywide.

These personnel and organizational changes are in response to the previous fiscal year’s slump in operating results 

and reflect the critical need to quickly put in place a structure that is capable of reversing any downward spiral. While 

this structure has only been in place for a few months, we believe that the speed at which decisions are made and 

implemented has improved.

(Continued on the following page)
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■■■■ Reference: Recent Changes to the Company’s Organization

(Continued from the previous page)

First and foremost, it is imperative that we achieve our plans for the current fiscal year under this new framework and 

then enhance our corporate value over the medium-to-long term.

2.  Efforts to strengthen SBUs (October)

The Company’s SBUs are largely made up of SPA-type businesses with a high proportion of private label brand 

products for women. In recent years, however, sales trends have failed to stabilize. Various measures, including efforts 

to clarify target customers and strengthen the product department, have also failed to produce the necessary results.

In order to drastically strengthen and improve performance, the general manager in charge of the Green Label Relaxing 

Division, which as an SPA-type business continues to exhibit robust operating performance stability, has been charged 

with the responsibility of overseeing the SBU Division on a concurrent basis from October 2015.

Building on the experience and know-how gained through the GLR business, the goal is to bring about a fundamental 

change focusing mainly on the product department. In this manner, every effort is being made to promote medium-to-

long-term growth and increase profitability in the SBU business.

In addition, considerable success has been achieved in fostering middle management in the GLR business. These 

officers can be expected to play a central role in driving forward business operations as leaders of the next generation.
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■■■■ Reference: About the Cancellation of Treasury Stock

UNITED ARROWS LTD. currently holds 7,586,324 shares of treasury stock, which accounts for 

approximately 20% of the total number of issued shares.

Converted at the Company’s current share price, treasury stock translates to just under ¥40 billion.

At a meeting of the Board of Directors held on November 6, 2015, the decision was made to cancel all 

treasury stock held effective November 20, 2015.

In the past, UNITED ARROWS LTD. has adopted a flexible approach toward the application of treasury 

stock. In addition to considering various capital alliance and M&A opportunities, the Company has also 

outlined its approach toward the cancellation of treasury stock should such opportunities fail to arise. With 

little or no prospect of a capital alliance or M&A in the foreseeable future, and the Company’s current sound 

financial position, the decision was made to cancel all treasury stock.

Through the cancellation of treasury stock, the Company plans to enhance its standing within the capital 

market.

Furthermore, the Company will work toward improving capital efficiency by continuing to maintain an ROE 

target of 20.0% or more and strive to enhance shareholder value.
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