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■ FY17 1Q Performance Summary

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

In the 1Q, the three-month period from April 1, 2016 to June 30, 2016, of FY17, the fiscal year ending March 31, 2017, UNITED 

ARROWS LTD. reported an increase in revenue and a decrease in earnings.

(For the 1H of the fiscal year under review, consolidated ordinary income is forecast to total ¥2,589 million, down 28.5% year on 

year.)

Consolidated sales for the 1Q of FY17 climbed 2.7% year on year, to ¥32,947 million. This increase was largely attributable to the 

upswing in sales at UNITED ARROWS LTD.

Gross profit grew 2.8% year on year, to ¥17,964 million, in line with the increase in sales. While recording higher markdown losses, 

the gross margin came in at 54.5%, essentially unchanged from the corresponding period of the previous fiscal year. This result 

was mainly due to successful efforts aimed at controlling the negative impact of fluctuations in foreign currency exchange rates.

The selling, general and administrative (SGA) expenses to sales ratio climbed 2.4 percentage points compared with the 

corresponding period of the previous fiscal year, to 48.1%. This increase was mainly due to an upswing in rent in line with such

factors as the higher proportion of online sales to total sales at each Group company; an increase in personnel expenses, largely 

reflecting efforts to fill vacant positions at each Group company; and an upturn in promotional and other expenses in line with the 

opening of new large-scale UNITED ARROWS LTD. stores.

Accounting for each of these factors, operating income came to ¥2,103 million, down 24.7% compared with the corresponding 

period of the previous fiscal year. Ordinary income was ¥2,112 million and net income attributable to owners of parent was ¥1,305 

million. These figures represented decreases of 24.5% and 25.0%, respectively, on a year-on-year basis.
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■ Non-Consolidated Sales Results by Sales Channel

Non-consolidated sales rose 3.0% compared with the corresponding period of the previous fiscal year. Existing retail and online 

sales edged up 0.8% year on year.

By sales channel, retail sales declined. Sales by all other channels climbed on a year-on-year basis, with especially strong growth 

in online sales.

As mentioned, retail sales declined. This decrease largely reflected corrections by the market following the rush in demand prior to 

the increase in product prices in the CH business in the previous fiscal year.

On a positive note, online sales climbed 26.4% compared with the corresponding period of the previous fiscal year. This increase

was attributable to a variety of factors, including successful efforts to reduce sales opportunity losses on the back of an increase in 

the introduction of inventories.

From a sales composition perspective, online sales accounted for 13.8% of total sales, up 2.6 percentage points compared with the 

corresponding period of the previous fiscal year. Outlet sales made up 13.3% of total sales, a decrease of 0.3 of a 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 Small Business Unit (SBU) 

businesses. Existing store sales were also up compared with the previous fiscal period.

Trends in men’s sports items as well as women’s dressy items in the UA business were firm.

While trends in the GLR business were robust overall, results in men’s and women’s dressy items were especially strong.

The CHROME HEARTS (CH) business struggled in overall terms, which largely reflected corrections by the market following the 

rush in demand prior to the increase in product prices last year as well as such factors as the decline in inbound demand. Taking 

into account the absence of last year’s aforementioned rush in demand, the depth of year-on-year decline has lessened since June

2016.

Inbound sales on a non-consolidated basis for the 1Q of FY17 continued to expand, increasing 5.0% compared with the 

corresponding period of the previous fiscal year.

SBU results were strong throughout the period under review buoyed by such factors as robust trends in each of the Jewel 

Changes, DRAWER, and THE STATION STORE businesses.
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■ Consolidated Gross Margin Results

In the 1Q of FY17, the consolidated gross margin came in at 54.5%, essentially unchanged from the corresponding period of the

previous fiscal year. (Looking at the less than whole unit data indicated in the table on this page, the consolidated gross margin 

improved 0.1 of a percentage point.)

The impact on the consolidated gross margin of year-on-year movements in the gross margins of each business is presented as 

follows.

Movements in the gross margins of UNITED ARROWS LTD. business units had a negative impact of 0.3 of a percentage point on 

the consolidated gross margin. The gross margins of the Company’s business units had a negative impact of 0.4 of a percentage 

point compared with the corresponding period of the previous fiscal year. This result was largely due to increases in the cost of 

goods purchased ratio on the back of a review of prices and other factors as well as markdown losses.

Movements in the gross margins of the Company’s outlet and other stores had a negative impact of 0.2 of a percentage point on

the consolidated gross margin. In specific terms, the gross margins of outlet and other stores had a negative impact of 1.6 

percentage points compared with the corresponding period of the previous fiscal year. This negative impact was due mainly to the

slump in sales of outlet-exclusive products and, in particular, the shortage of men’s dressy items, which were in high demand. 

Other factors included the year-on-year drop in the gross margin owing to markdown sales at outlet stores on the back of the high 

cost of goods purchased ratio of past inventories of regular businesses.

The impact of movements in UNITED ARROWS LTD. other costs had a positive impact of 0.5 of a percentage point on the 

consolidated gross margin. The principal factor was the absence of the negative impact of movements in foreign currency 

exchange rates in connection with the CH business as a result of continued weakness in the value of the yen throughout the 

corresponding period of the previous fiscal year.

Movements in the gross margin excluding UNITED ARROWS LTD. had a positive impact of 0.1 of a percentage point on the 

consolidated gross margin. This positive impact was essentially the result of improvements in the FIGO CO., LTD. gross margin, 

which were attributable to the weak euro as well as other factors, including consolidated adjustments.

Changes in the composition of sales had no particular impact on the consolidated gross margin.
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■ Consolidated SGA Expenses

The consolidated SGA expenses to sales ratio for the 1Q of FY17 increased 2.4 percentage points compared with the 

corresponding period of the previous fiscal year, to 48.1%.

A breakdown of year-on-year movements in major expenditure items as a ratio of total sales is presented as follows.

Advertising expenses: The ratio of advertising expenses to sales for the 1Q of FY17 rose 0.6 of a percentage point compared with

the corresponding period of the previous fiscal year. This increase was mainly attributable to the upswing in promotional and other 

expenses in line with the opening of new large-scale UNITED ARROWS LTD. stores.

Personnel expenses: The ratio of personnel expenses to sales for the 1Q of FY17 increased 0.6 of a percentage point compared 

with the corresponding period of the previous fiscal year. The higher ratio of personnel expenses to sales was largely the result of 

efforts to fill vacant positions at UNITED ARROWS LTD. and COEN CO., LTD.

Rent: The ratio of rent to sales for the 1Q of FY17 rose 0.7 of a percentage point compared with the corresponding period of the

previous fiscal year. This increase primarily reflects the upswing in commissions in line with efforts to expand the composition of e-

commerce sales at UNITED ARROWS LTD. and COEN CO., LTD.

Other: The ratio of other expenses to sales for the 1Q of FY17 rose 0.5 of a percentage point compared with the corresponding

period of the previous fiscal year. This increase was mainly due to the imposition of higher taxes on a pro forma basis in line with 

amendments to statutory requirements as well as higher outsourcing expenses relating to business processes.
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■ Consolidated B/S Overview

The balance of total assets stood at ¥65,710 million as of June 30, 2016. This balance was 6.8% higher than the balance as of 

June 30, 2015, and 2.9% higher than the balance as of the end of the previous fiscal year (March 31, 2016).

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

The balance of current assets stood at ¥43,525 million as of June 30, 2016, up 8.6% 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 and 

accounts receivable―other. The balance of noncurrent assets came to ¥22,184 million, a rise of 3.4% year on year. This increase 

largely reflected higher balances of mainly tangible noncurrent assets as well as guarantee deposits in line with the opening of new 

stores.

The balance of current liabilities stood at ¥27,565 million, up 8.6% compared with the balance as of June 30, 2015. The major 

movements included increases in the balances of accounts payable―trade as well as short-term loans payable.

The balance of noncurrent liabilities came to ¥4,819 million, down 25.0% compared with the balance as of the end of the 

corresponding period of the previous fiscal year. This decrease largely reflected a drop in the balance of long-term loans payable.

The balance of short- and long-term loans payable declined 9.8% compared with the balance as of the end of the corresponding 

period of the previous fiscal year, to ¥9,545 million.

The balance of inventory was up 10.6% year on year. The rate of inventory growth was higher than the rate of sales growth in the

1Q of FY17, which came in at 2.7%. This increase is largely made up of current-period spring and summer items as well as fall and 

winter items. Sales of inventory items from the previous fiscal year as well as prior periods are trending at around 90%. Looking 

ahead, energies will be channeled toward expanding online sales through the introduction of inventories. In addition, steps will be 

taken to engage in efficient operations by ensuring the prompt reduction of slow-selling products.
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■ Consolidated C/F Overview

The balance of cash and cash equivalents as of June 30, 2016, stood at ¥4,080 million.

Net cash used in operating activities amounted to ¥1,715 million. The principal cash inflows were income before income taxes of 

¥1,995 million as well as increase in purchase liabilities of ¥2,062 million. The major cash outflows were increase in inventories of 

¥3,518 million and income taxes paid of ¥2,124 million.

Net cash used in investing activities totaled ¥1,807 million. The principal cash outflow was purchase of property, plant and 

equipment of ¥1,320 million in line with such factors as the opening of new stores.

Net cash provided by financing activities came to ¥1,799 million. The major cash inflow was net increase in short-term loans 

payable of ¥3,900 million. The principal cash outflow was cash dividends paid of ¥1,599 million.

The Company reported negative cash flows from operating activities for the 1Q of FY17. This result largely reflected the 

introduction of inventories aimed at reducing sales opportunity losses in connection with the Company’s online sales businesses as 

well as the upswing in income taxes paid. Turning to the full fiscal year ending March 31, 2017, UNITED ARROWS LTD. is 

projecting positive cash flows from operating activities.
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■ Results of FY17 1Q Group Total Opening and Closing of Stores and FY17 Forecasts

On a Group total basis, seven stores were newly opened during the 1Q of FY17. No stores were closed during the period under 

review. As a result, the number of stores as of June 30, 2016, stood at 361.

For the full fiscal year ending March 31, 2017, the UNITED ARROWS Group is looking to open 19 stores and to close 13 stores, 

bringing the total number of stores as of the end of the fiscal year under review to 360.

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

In specific terms, the number of UNITED ARROWS LTD. and COEN CO., LTD. stores is forecast to each increase by two stores.
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■ Reference: UNITED ARROWS LTD. Results of FY17 1Q Opening and Closing of Stores and FY17 Forecasts

(An explanation has been omitted.)
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■ Reference: FY17 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 FY17, the company reported increases in both revenue and earnings. Sales amounted to ¥600 million, up 6.0% 

compared with the corresponding period of the previous fiscal year. In addition to steady trends in wholesale as well as online retail 

sales, FIGO witnessed continued firm results in sales of such miscellaneous items as tote bags and a recovery in sales of business 

bags. Furthermore, sales of wear items, including ASPESI brand products, surpassed the level reported for the corresponding 

period of the previous fiscal year. Moving forward, the company is also aiming for increases in revenue and earnings for the full 

fiscal year.

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

In the 1Q of FY17, the level of sales was essentially unchanged compared with the corresponding period of the previous fiscal

year. Earnings, on the other hand, declined in the period under review. In specific terms, sales amounted to ¥1,900 million . Details 

of current trends and future measures are presented on page 21. Turning to forecasts for the full fiscal year, COEN is targeting

increases in both revenue and earnings.

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

Performance trends in the 1Q of FY17 are essentially in line with plans.

Throughout the period under review, the company took steps to expand sales. Reflecting on efforts undertaken during the 

previous fiscal year, UNITED ARROWS TAIWAN placed particular emphasis on promoting merchandise in line with the climate in 

Taiwan, focusing mainly on spring and summer items. At the same time, the company is endeavoring to raise its visibility in the 

market through the use of SNS tools while advancing other promotional initiatives. UNITED ARROWS TAIWAN reported especially 

robust results in personal order suits as well as in UA & SONS items at UA stores. In the women’s category, ASTRAET brand 

products also performed strongly. Turning to trends in the 2Q, steps were taken to open an official e-commerce site in Taiwan in

July. Energies are being channeled toward further raising the company’s visibility in the market.
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■ Progress in Implementing Priority Measures

(As detailed on this page.)
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■ FY17 Management Policy and Priority Measures

(Details are consistent with the explanation provided in the previous earnings announcement. An explanation has therefore been 

omitted.)
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■ Progress in Implementing Priority Measures

1. Create products that move customers’ hearts: Initiated steps to review the Company’s basic product policies and rebuild the 

brand portfolio

As a part of efforts to review our basic product policies, we have adopted a “Real Clothing with Creative Styling” concept. We 

have also taken steps to incorporate styling proposals, which are not currently a feature of our product policies.

UNITED ARROWS LTD. is working to provide an explanation of its product creation process that all employees can more easily 

understand. This explanation includes details of the yardstick that the Company uses to determine the composition of its product

portfolio and the split between forward-looking products that are a half-step ahead of consumers, contemporary products that 

take into consideration current trends, and basic products that remain popular irrespective of prevailing fashions. In addition to 

setting out how the Company determines its product mix, every effort is being made to outline the processes that go into 

identifying the core products that will drive sales. Currently, we are putting together a rough draft. On completion, we will work to 

promote widespread awareness by implementing a variety of initiatives, including in-house study sessions. Our goal is to foster a 

climate in which every facet of our product development activities draws on the principles of our basic product policies.

To rebuild our brand portfolio, each brand is being positioned within a matrix that sets price as the vertical axis and fashion tastes 

as the horizontal axis based on the brand concepts of all Group companies. By comparing this portfolio with the existing 

positioning of brands, we are taking positive steps to identify consistencies as well as discrepancies. Through these efforts to

rebuild the brand portfolio, we will realize optimal merchandising in each brand by identifying target customers based on the

revised portfolio. Moreover, we will link these efforts to the development of new businesses by visualizing areas in which the 

Company is not currently active.

We will continue to test each of these initiatives over several seasons. Through a process of repetitive implementation, we will

endeavor to entrench each of these measures as a natural part of our everyday activities. In turn, this approach is expected to 

gradually yield results.
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■ Progress in Implementing Priority Measures

2. Deliver convenient and user-friendly e-commerce channels that exceed expectations: Strengthened the allocation of online store 

stock and took preparatory steps to integrate the Company’s House Card with UNITED ARROWS LTD. ONLINE STORE members

During the period under review, steps were taken to strengthen the allocation of online store stock. Focusing mainly on top-selling 

products, efforts were directed toward increasing the volume of stock channeled to online stores. As a result, non-consolidated 

online sales climbed 26.4% compared with the corresponding period of the previous fiscal year, to ¥4,202 million, while the non-

consolidated ratio of online sales to total sales improved 2.6 percentage points year on year, to 13.8%. At the same time, 

successful measures were implemented to minimize sales opportunity losses, with requests to replenish UNITED ARROWS LTD. 

ONLINE STORE stock on a quantitative basis declining about 16% compared with the corresponding period of the previous fiscal 

year.

Throughout the period under review, preparations were made to integrate the Company’s House Card and UNITED ARROWS 

LTD. ONLINE STORE members, effective as of August 1, 2016. In addition to consolidating the Company’s point service program, 

every effort was made to release an application that combines both the House Card and online sales functions. Each of these 

integration initiatives have been completed according to plans. These measures are expected to bear fruit from the 2Q.
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■ Progress in Implementing Priority Measures

3. Provide a shopping experience that inspires and amazes customers: Reviewed the details of store mystery shopper surveys 

and initiated a review of the educator/student (ES) system

UNITED ARROWS LTD. undertook a review of its store mystery shopper surveys. In working to enhance the quality of its sales 

activities, the Company identified four core areas of focus. Surveys that were conducted over May and June 2016 placed greater 

emphasis on (1) whether or not the value of brands and products is being properly conveyed to customers; (2) whether or not 

customers actually purchase a product and, if not, why a purchase was not made; (3) whether or not proper steps have been taken 

to introduce the Company’s online channels and to attract customers; and (4) whether or not sufficient efforts have been made to

also satisfy overseas customers. After clarifying areas in which we held a competitive advantage as well as areas where we failed 

to reach the standards set by competing companies, we took steps to improve the appeal of each brand.

UNITED ARROWS LTD. conducted a review of its ES system and held hearings to identify any issues. Based on its findings, the 

Company’s Human Resources Department is drafting a proposal to establish a new system. Looking ahead, the department will 

put forward a final proposal after focusing on anticipated problems and areas of improvement for each business. The goal is to 

complete this final proposal by February 2017 and to commence operations under a new ES system from FY18.
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■ Efforts to Address Other Issues

1. Trends in Gross Margins and Future Measures

The graph that runs along the bottom of the page charts movements in the consolidated gross margin by quarter over the past 

two years.

The depth of decline in the consolidated gross margin has gradually lessened since bottoming out in the 4Q of FY15. Compared 

with the corresponding period of the previous fiscal year, the consolidated gross margin for the 1Q of FY17 is essentially 

unchanged. While the Company is far from reaching its targeted level, UNITED ARROWS LTD. is aiming for an improvement of 

0.9 of a percentage point for the full fiscal year.

Conditions that underpin current trends in the Company’s gross margin can be classified into two broad areas. First, the cost of

goods purchased ratio has increased as a result of efforts to review the setting of prices, focusing mainly on slow-selling products. 

Second, markdown losses have increased slightly compared with the previous fiscal year when the Company implemented 

measures aimed at controlling inventory. As far as this second point is concerned, one positive feature is the success achieved in 

holding down sales opportunity losses, especially for the Company’s online stores, thanks to the introduction of inventory. Moving 

forward, we will look to achieve a better overall balance.

Turning now to future measures, we have identified two broad initiatives. First, we will adhere strictly to a policy of cost 

management. Currently, the Company undertakes a monthly review of the cost control and price setting routines of all of its 

business departments. The focus of these reviews is on whether the specifications of products have been set at the right price 

with respect to each market and the requirements of customers. Drawing on the results of these reviews, further analysis is 

undertaken to determine whether or not a proper balance between price and value has been established. In instances where 

there is room for improvement, the Company looks to review the routines of businesses and departments. The benefits of these 

endeavors are expected to emerge from the 2H.

Second, the Company is working to roll out products at the most appropriate time and in the most appropriate amount by 

optimizing merchandising in line with consumer sentiment. While UNITED ARROWS LTD. introduced 8-season merchandising 

through its GLR business during 2015, the Company recognizes the importance of adopting a seasonal merchandising approach 

that is in line with each business as well as the attributes of each product. By pushing forward an optimal merchandising stance

that accurately reflects the needs of customers, we are making every effort to improve the gross margin.

While features and trends vary depending on the business, currently the cost of goods purchased ratio for fall and winter items is 

showing an improvement. Looking ahead, we will maintain our focus on boosting the gross margin by adhering strictly to a policy 

of cost management and promoting optimal merchandising and other initiatives.
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■ Efforts to Address Other Issues

2. COEN CO., LTD. Trends and Future Measures

Since the previous fiscal period and over the recent spring and summer seasons, COEN CO., LTD. has continued to confront difficult 

conditions. Three broad factors have contributed to these difficulties.

First, the need to more quickly issue and receive instructions regarding such key product specifications as design and color has increased due 

to the shift of production to ASEAN countries. As a result, the company has experienced delays in addressing prevailing trends. Second, 

COEN CO., LTD. has allowed the numbers of items and colors to grow more than are necessary. In turn, that has led to a lack of depth in 

top-selling items as well as to an upswing in slow-selling items. Third, the company has been slow to determine reductions in inventory. COEN 

CO., LTD. placed considerable emphasis on securing an appropriate level of gross profit throughout the previous fiscal period. Consequently, 

the company moved back the start of its clearance sale period compared with its rivals. Due to this delay in determining the reduction of 

inventory, customers had already purchased items from other companies by the time the company began its clearance sale period. This 

situation then led to the negative cycle where sales fell below targeted levels despite the additional markdown of prices. Reflecting on these 

earlier efforts, COEN CO., LTD. has decided to adopt three measures going forward. First, the company will review the countries in which 

production is undertaken with a view to better responding to trends. At the same time, the company will step up its collaboration with the 

Fashion Marketing Department of UNITED ARROWS LTD. in an effort to introduce products that are more attuned to trends and modes. As 

far as the countries of production are concerned, COEN CO., LTD. will return the production of those products that require a quick response to 

prevailing trends from ASEAN countries to China. While this move is projected to result in a slight increase in the cost of goods sold ratio, 

raising hit-item rates will help lift the ratio of regular price sales and, as a result, lead to an improvement in the gross margin. Building on 

close-knit ties with the Fashion Marketing Department of UNITED ARROWS LTD., the company will introduce lineups of feminine casual 

clothing for women and mode items for men. Two examples of the latest hit items are presented in the photographs at the bottom of the page. 

On the left, we have a pair of skinny jeans for men and, on the right, a top for women that features a feminine style and silhouette trend. 

Historically, COEN CO., LTD. has not handled many feminine or mode items. Recognizing that these features are in high customer demand, 

the company will introduce new products while evaluating trends.

Second, COEN CO., LTD. has initiated a review of the numbers of items and colors. As far as this fall and winter are concerned, the company 

is setting the number of items at about 80% compared with previous seasons while taking into consideration the current average display 

capacity of stores. This measure is expected to better highlight the appeal of products and thereby expand sales.

Third, COEN CO., LTD. has decided to adopt a thoroughgoing 8-season merchandising approach. While introducing 8-season merchandising 

from the spring of this year, the company has taken steps to engage in more stringent operations with respect to inventory reduction cycles 

from June 2016. At the same time, COEN CO., LTD. has identified specific periods when products are sold at their regular prices as well as 

other periods when, for example, the focus is on the reduction of slow-selling items within each season classification. Through these means, 

the company is targeting an increase in sales as well as positive adjustments to the level of stock.

As we have explained, we will implement measures with a view to securing continued improvement. We do, however, understand that there is 

no room for complacency and will maintain a cautious approach toward future trends.
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■ Reference: Matters concerning the Succession of the CH Business to a New Company (Supplementary Press Release 

Dated May 27, 2016 (in Japanese Only))

Background and Agreement Details

UNITED ARROWS LTD. first began handling CH products in 1999. Thereafter, the Company entered into a licensing 

agreement with CHROME HEARTS JAPAN, LTD. in 2006. Based on this agreement, UNITED ARROWS LTD. has continued 

to operate stores under the CH brand. With the agreement due to expire as of the end of September 2016, the Company has 

engaged in wide-ranging negotiations with CHROME HEARTS LLC. in the United States. Discussions have revolved around a 

variety of scenarios, including a possible extension under the same terms and conditions. In the final analysis, the decision has 

been made to transfer the rights and obligations of this business to a newly established company. The Company’s equity in 

this new company will be progressively transferred to CH Holding Company over the eight-year period from December 2016 to 

December 2024. 

Future Outlook

In addition to maintaining an involvement in the CH brand over the next eight years through a joint venture, the newly 

established company will be included in the Company’s scope of consolidation as a subsidiary until 2020. Accordingly, any 

impact on operating results will be immaterial for the next several years.

During this period, UNITED ARROWS LTD. will work to increase the profitability of existing businesses, examine the potential 

for expanding online sales, and undertake a host of other initiatives, including efforts to develop new businesses.

Taking into account each of these factors, plans are in place to announce details of the Company’s medium-term business 

plan and Long-Term Vision at the beginning of the next fiscal year. At the same time, UNITED ARROWS LTD. intends to 

disclose details of its financial and capital policies.
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