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Question & Answer 

 

Yamada: Now, I would like to continue on to the Q&A session. 

The first question. This is regarding gross profit on page 8. 

Will the promotion of digestion of products that did not have a sales opportunity in the previous fiscal year at 
a fixed price continue this fiscal year? Also, I think there is the issue that the trend is changing, but how will 
you devise ways to sell at stores? One question is whether any brands are strongly effective. 

The second question is about direct store sending. It is about when it is expected to be available and how 
effective it will be in reducing logistics costs. 

Now we will have Shimoji answer both of these. 

Shimoji: Thank you for your questions. 

First of all, we will continue to promote the digestion of products that did not have sales opportunities in the 
previous fiscal year at a fixed price. 

Basically, other than the new products, we have not yet put out the products to be sold at a fixed price, 
including some carry items, so in such a place, we would like to put out products with a solid standard element. 

As for the second question, first of all, we are building a system for direct sending to stores, and so I think that 
it will be around next year or the following year at the earliest. 

However, with regard to some things that will require a large amount of things, I think that it will inevitably 
start in conjunction with the logistics part, so I think it will take about another 3 years for everything to switch 
over. Instead, I would like to start directly sending to stores with overseas first. 

With regard to logistics costs, we plan to start transferring 30% of our total from overseas in 3 years and then 
send them directly, so we believe that costs will decrease in advance. As for costs, we are in the middle of 
estimating the price of B2C on a scale that has been reduced. That's all. 

Yamada: Miyajima, does that answer your question? 

Miyajima: That’s fine. Thank you. 

Yamada: Thank you. 

Now, let me move on to the next question. From Jiji Press. 

Please tell us more about what you said at the beginning regarding the recovery of apparel industry being 
severe in detail? This we will also have Shimoji answer. 

Shimoji: First of all, regarding the recovery of the apparel industry, I think it will be based on how long store 
closures and shortened store hours will continue due to COVID-19. Of course, there are ecommerce sales, 
which is supported by a fairly wide range of customers. 
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In that sense, to some extent, there are still many customers in their 40s, 50s, and 60s who still want to 
purchase at physical stores rather than through ecommerce, but if there is still a situation of store closures, 
there is a situation where they cannot accept that and realistically do not enjoy shopping. 

We understand that the market conditions for apparel are not as easy as before, regarding the fact that the 
customer service part cannot be performed and where products cannot be touched and then purchased. 
That's all. 

Yamada: Kakuta, does that answer your question? 

Kakuta: Yes. Thank you very much. 

Yamada: Thank you. 

Also, as we mentioned earlier regarding the new product at “PEARLY GATES”, when I looked at the homepage, 
it was almost sold out. Thank you. 

Now, let me move on to the next question. 

Will measures for the development of urban brands and the focus of the brand business shift to strong street-
casual and athleisure brands in the future? This is a question about market trends and future strategies, so 
we’ll also have Shimoji answer. 

Shimoji: Thank you for your question. 

Our measures for the restoration of urban brands have tended to be in recent years, but the needs of products 
have also changed due to the rapid closure of stores due to the pandemic and also changes such as 
teleworking and other work practices. 

As a countermeasure, we are promoting more casual styles especially with regard to “Natural Beauty Basic”, 
which is one of the largest conventional brands, and brands with a focus on occasion demand. Therefore, we 
are promoting products that can be worn in a more relaxed fashion as everyday wear. 

In addition, we have assessed that the need for relaxed work clothes is increasing due to a change in fashion 
consciousness, where customers are preferring wear that is more comfortable, so changes in brands has 
already begun, and corresponding products are increasingly scheduled to be released. 

In addition, we plan to propose products that are more casual and have increased functionality, including in 
autumn and winter, as well as next year spring and summer. 

Yamada: Motohashi, does that answer your question? 

Motohashi: Yes. Could you answer the second half focusing on the brand business? 

Shimoji: With regard to strong street-casual brands, we will continue to grow, and I think there is a possibility 
that new brands are a possibility. 

As far as we can see, we believe that the market for athleisure, street-casual, and action sports will be very 
high for another 3 to 5 years, so as you pointed out, we will focus on that. 

Motohashi: Thank you very much. 

Yamada: Thank you very much. 
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So here's the next question. 

Watanabe is asking what kind of evaluation SG&A expenses are based on the plan, and what will happen to 
this in Q2? 

For this, we will also have Shimoji answer. 

Shimoji: As I mentioned, we are now in a state of less than 50% in terms of SG&A expenses for the first quarter, 
so I think it is a successful score. 

In addition, we are thinking about the top line in the second quarter due to the impact of COVID-19 and trends 
due to the Olympics. I think that the reduction of fixed costs is solid, but if sales fall below a certain amount, 
the fixed ratio will go up and the breakeven point will be severe. Therefore, we are concerned about variable 
costs due to sales, so we will respond with caution in the future. That's all. 

Yamada: Watanabe, does that answer your question? 

Watanabe: Thank you. 

In that case I would like to ask a follow-up question. I think that the SG&A plan for the second quarter is 
expected to increase by JPY2.5 billion compared to the previous year, but are there any special factors? Thank 
you. 

Yamada: May we figure that out and answer later? 

Watanabe: Yes. Thank you very much. That's it from me. 

Yamada: Thank you very much. 

Now, we would like to take the following question from Hanai. 

This is a plan for sales trends of 80% in the first half and 91.1% in the second half of the fiscal year compared 
to 2 years ago. What are the sales trends of golf, athleisure, and street-casual, and the sales trends of occasion 
select compared to 2 years ago? In other words, are you asking about this year’s plan compared to the plan 2 
years ago, Hanai? 

Hanai: That's right. In the second half, especially when you see a recovery of about 90% compared to 2 years 
ago, I think that the recovery of golf, street-casual, and athleisure based on your company’s own factors, and 
the recovery of other brands are end up being different combined numbers, so I would like to know each 
trend value. In particular, I would like to know how you view the recovery of occasion select brands. I would 
also like to know how you imagine how it will recover from next fiscal year onwards. Thank you. 

Yamada: I understand. There is a premise that the most recent trends are very difficult to read, but I would 
like to have Shimoji talk about this, including the subjectivity of the situation. 

Shimoji: First of all, we have made pages for our strong brands, and we have put figures for 3 brands, but 
PEARLY GATES has increased from JPY3.26 billion in the fiscal year ended February 2020 to JPY3.92 billion this 
fiscal year. 

Regarding HUF, this is a total of JPY1.49 billion in the fiscal year ending February 2022, up from JPY1.08 billion 
in the fiscal year ended February 2020. 
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UNDEFEATED also increased from JPY1.13 billion in the fiscal year ended February 2020 to JPY1.28 billion in 
the fiscal year ending February 2022. 

To some extent, this is a part of the growth of sales in stores and ecommerce, and I think that it will develop 
greatly in the future and I do not think that there is any hint that this will go down at this time. 

However, as I mentioned earlier about occasion's unwell stores and brands, numerically, we received 
significant damage compared to the previous fiscal year. As for this, it has been gradually recovering. 

It has been recovering, however basically the demand for commuter clothes has not increased much, so we 
would like to bring it back by proceeding with some casualization. 

Since we have stores, we believe that we can create a recovery trend by proposing new products. We would 
like to change the style that has been up until now, and make and propose a new and more casual one, 
including the design. 

Hanai: Thank you. Will it be a sense of continuation of it now for the next fiscal year and beyond? 

Shimoji: Yes, that's right. I hope you can get an idea of it with that. In addition, we are preparing to propose 
a new brand, which we are currently developing. 

Hanai: Thank you very much. 

Yamada: Thank you very much. 

Also, as Watanabe asked earlier, basically this is not an increase in the fixed cost portion, as there are many 
investment-related parts. In particular, system investment, ecommerce investment, logistics investment, and 
some of these areas are implemented as a plan, and as Shimoji mentioned earlier, there are areas such as the 
Olympics and COVID-19 which make the second quarter very opaque, so with regard to strategic expenses, 
whether or not we actually use them to judge will be decided with us keeping a close eye on the recovery of 
the market. 

Watanabe does this answer your question from before? 

Watanabe: Thank you very much, yes. 

Yamada: Thank you. 

Is it safe to say that structural reforms, including the closure of unprofitable stores, are almost completed? 

I will also have Shimoji answer this. 

Shimoji: As for the unprofitable stores you asked about, we will continue to implement structural reforms. 

Currently, the current market situation is not visible, but there are still small deficit businesses among existing 
brands. Since we would like to make such reforms, we would like to address the reform of the business 
structure itself as a major issue, including the role of people and jobs, including stores. That's all. 

Yamada: Ichikawa, that answers your question, right? Thank you. 

Thank you for the next question. It is about ecommerce sales. 
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This is the first time you have exceeded JPY10 billion, but could you tell us about the prospects for ecommerce 
sales for the full year? 

As for this question, the person in charge of ecommerce happens to be here, so we will have Watanabe 
respond. 

Watanabe: I'm Watanabe, in charge of ecommerce. 

For the full year, we have an initial budget of JPY44.3 billion. Regarding this, it depends on how we read the 
market trends that follow, but based on this situation, we believe that it will become a line of achievement 
after factoring in such a situation. That's all. 

Yamada: Ito, is that okay? 

Ito: Understood. Thank you very much for your answer. 

Yamada: Thank you, Ito. 

Are there any more questions? Please wait for a little while. 

During this time, I would like to announce that the Company passed the certification as a DX certified business 
operator based on the DX certification system established by the Ministry of Economy, Trade and Industry 
last week on Friday. A press release will be issued at a later date. 

There seem to be only about a few dozen companies that have applied. 

So, there seem to be no more questions, so I would like to end our first quarter financial results briefing. Thank 
you very much for today. 

Shimoji: Thank you very much. 

[END] 

______________ 
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
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offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2020 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
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