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Presentation 

 

Moderator: Good morning. We will now begin the financial briefing for the first quarter of the fiscal year 
ending February 28, 2026. 

Thank you. 

 

Shimoji: Good morning. Thank you very much for your continued support. We will present the financial results 
briefing for Q1 of the fiscal year ending February 2026. Today, we have a big announcement to share with you 
all. Thank you. 

Firstly, here is the executive summary. During Q1, Japan saw several positive developments, including wage 
increases and a continued rise in inbound tourism. Meanwhile, there were growing concerns over a potential 
economic slowdown, intensified by ongoing inflation, US tariff policies, and international conflicts. 

In the apparel market, no significant slowdown was observed, although consumer sentiment remained 
unstable under the influence of the broader macroeconomic environment. 

Although the Company's revenue for the period under review declined YoY, due in part to the impact of the 
business withdrawals in the previous fiscal year, the structural profitability reforms began to yield tangible 
results, leading to profit growth from operating income and below. 
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Here are the financial highlights.  

In Q1, net sales were JPY35.6 billion, 90.6% YoY, operating income was JPY1.51 billion, 148.7% YoY, and net 
income was JPY1.96 billion, 360.1% YoY. 

Revenue declined due to the impact of business withdrawals in the previous fiscal year, as well as ongoing 
challenges in the US market and delays in the EC membership migration process. Sales to inbound tourists 
continued to grow, although the growth rate showed signs of slowing down. 

The gross profit margin and SG&A expense ratio improved, primarily driven by structural reform initiatives, 
resulting in higher operating income. Pre-tax income was influenced by factors such as subsidiary divestitures 
and improved earnings from overseas equity-method affiliates.  

Quarterly net income increased substantially, reflecting tax adjustments related to impairment losses 
recorded in the previous fiscal year as part of structural reforms. 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
4 

 

 

Details of net sales, gross profit, and SG&A expenses. 

One positive factor behind the improvement in net sales was the continued strength of men's casual wear 
brands such as AVIREX and Schott. In the women's brand category, Arpege story has been on a recovery trend. 

As for the negative factors, there was a revenue decrease of approximately JPY1.2 billion due to business 
withdrawals and divestitures in the previous fiscal year. Also, HUF business in the US continued to struggle 
due to market conditions and other factors. Furthermore, delays in membership migration during the launch 
of mix.tokyo in February negatively affected key brands. 

Next is gross profit.  

Gross profit was JPY20,470 million, 92.9% of the previous year’s level. As for positive factors, the procurement 
cost ratio improved due to pricing initiatives and lower purchasing costs.  

In addition, the clearance of prior-year inventories conducted in the previous fiscal year had run its course, 
resulting in a decrease in the allowance for inventory valuation losses. Although procurement costs remained 
elevated, the gross profit margin improved by 1.4 percentage points YoY as a result of the preceding 
improvement effects. 

SG&A expenses.  

SG&A expenses were significantly reduced to JPY18,960 million, 90.2% of the previous year's level, or JPY2,000 
million less than the previous year. As for positive factors, advertising and promotional expenses declined by 
0.5 percentage points as a percentage of sales due to the implementation of a cost control framework.  

In addition, personnel expenses decreased by about JPY800 million due to workforce streamlining conducted 
in the previous fiscal year. Despite the difficult start in revenue, the SG&A-to-sales ratio improved by 0.2 
percentage points from the previous year as a result of the profit structure reforms that have been ongoing 
since the previous fiscal year.   
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Breakdown of net income impact items.  

Non-operating income and loss, including dividends received, real estate income, equity in earnings of 
affiliates, and foreign exchange losses, totaled JPY400 million, resulting in ordinary income of JPY1,910 million. 
Pre-tax income was JPY2,020 million, mainly driven by gains and losses from the divestment of subsidiaries. 
Quarterly net income was JPY1,960 million, with a net income margin of 5.5%. 

Regarding real estate income, a large investment property was transferred in the previous fiscal year. Up until 
March of this year, we had income from the transferred real estate, but from Q2 onwards, real estate income 
will decrease compared to the previous fiscal year. 
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This is the balance sheet.  

Cash and deposits increased 131.1%, or JPY7.6 billion YoY, as a result of the reduction of non-business assets 
as outlined in the mid-term management plan, an increase in cash mainly from the sale of real estate, 
repayment of loans, and dividends. 

Inventories. Thorough purchase management in line with sales progress and the clearance of prior-year items 
proceeded smoothly. As a result, they improved by 90.4%, or JPY2,770 million, from the previous fiscal year. 

In the investment securities item, non-business assets were reduced by JPY1,340 million from the previous 
fiscal year due to the sale of investment securities, including cross-shareholdings. 

Treasury shares. Approximately JPY6 billion worth of treasury shares have been repurchased over the past 12 
months. All shares acquired through March 2025 were cancelled in April. 
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Sales performance by channel.  

Department store sales declined to 80.6% YoY due to low-profit store closures and soft core-brand 
performance. On the other hand, sales of stores in commercial facilities, including station buildings and 
shopping centers, were nearly flat at 99.9% YoY, excluding the impact of business withdrawals. As a result, 
total domestic physical store sales were 92.6% of the previous year's level, or down JPY1,770 million.  

In addition to this, there was a struggle with slow sales in the early stages of e-commerce, thus all domestic 
sales channels fell below the previous year's level. 

Overseas sales were 80.5% YoY due to the market environment in the US and the decrease in collaboration 
projects that boosted sales last year. 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
8 

 

 

E-commerce sales.  

Domestic in-house e-commerce revenue was 75.6% YoY, a decline of JPY840 million. The status of mix.tokyo 
will be explained later. 

Regarding the third-party marketplace sales, we actively participated in sales promotion activities to make up 
for the loss of in-house e-commerce. Although it was not exactly a good performance, excluding the impact 
of the business withdrawals, sales remained slightly below the prior year at 97.3% YoY. 

As a result, total domestic e-commerce revenue was 85.1% YoY, down JPY1,190 million. Overseas e-commerce, 
led by HUF business in the US, was 76.9% YoY due to factors such as a decline in sales as a reaction to last 
year's collaborative product offerings.  
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Our core brands.  

The men's core brand AVIREX marked its 50th anniversary with a special campaign, helping it maintain strong 
performance. On the other hand, delays in membership migration during the launch of mix.tokyo had a broad 
impact on core brands, leading to sluggish sales both in stores and online. 

The sales of NANO universe were 92.2% YoY. While outlet and key store sales increased YoY, some items were 
sluggish, and we had a very difficult time getting e-commerce up and running in the early stages. However, 
we have seen a recovery trend since June, mainly in third-party e-commerce. 

PEARLY GATES was 82% YoY, indicating a struggling performance. However, the golf wear market has calmed 
down considerably from the transient boom during the COVID-19 pandemic. PEARLY GATES struggled in H1 
of the year, but as a top golf wear brand, it has greatly improved not only its design but also its styling proposal 
skills. I hope you will look forward to this in the fall and winter seasons as well. 

Also, the golf market as a whole is not in bad shape, and the wholesale business of PING and New Balance 
Golf is doing very well. Therefore, although the situation is not yet stable, I think you can have the expectation 
that we are getting to a point where we can secure solid profitability. 
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Emerging growth brands.  

Men’s casual brands continued to perform well compared to the previous fiscal year , driven by strong sales 
to inbound tourists and successful collaborations. 

We have two key brands. As for Schott, sales were up 133.4% YoY due to the robust sales of leather jackets. 
We have seen leather jackets selling well even in spring and summer, and the brand's features are being put 
to good use.  

In addition to that, the core denim series and the collaboration with Lee received a strong response from our 
customers, and the promotion, which mainly focused on social media, is working very effectively. 

Sales for LHP, our curated boutique brand,  were 117.2% YoY. Unique product selection resonated particularly 
with inbound tourists. In addition, the in-house projects are also doing very well, creating a very thriving  
situation among select stores. 
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Here are our initiatives for sustainability management.  

We have been selected as a Supplier Engagement Leader by CDP, an international non-profit organization that 
provides environmental information disclosure systems. We received the highest rating of “A” in the 2024 
Supplier Engagement Rating. 

As reported in our previous financial statements, in FY2024, we received a score of “B” in both the Climate 
Change and Water Security categories of the 2024 CDP Questionnaire. 

In addition, TSI Inc., our subsidiary, becomes the first major Japanese apparel company to earn OCS 
certification, an international organic certification. This initiative aims to provide reliable products and 
services to our customers by sourcing environmentally friendly raw materials and ensuring transparency in 
the production process. 

We are currently producing OCS-certified products under our brand NANO universe and will be the first major 
Japanese apparel company to commercialize such products. The launch timing is not undecided, but will 
probably be around next spring. We will issue a press release when it is complete, and we hope you will look 
forward to it. 
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Growth strategy. I would like to explain the progress of TIP27's main measure, e-commerce integration. 

We integrated our existing 13 e-commerce sites into one, relaunched it as the new mix.tokyo, as scheduled in 
February. Looking at general cases, there is a tendency for sales to drop in these areas when an e-commerce 
site first opens.  

mix.tokyo's sales plan was also estimated conservatively in line with this, the transition of members from the  
previous site came in below expectations, and our own e-commerce sales in Q1 were significantly lower than 
the previous year, falling short of our plan. 

On the other hand, looking at the monthly trends in Q1, the worst initial performance was seen in March, but 
since then there has been a recovery trend with each passing month. In March and April, sales continued to 
increase due to the contribution of sales promotion measures implemented during Golden Week, while the 
Company operated with a focus on stable operations. 

June saw strong performance due to the early start of seasonal sales. In particular, casual wear category was  
performing well, with levels exceeding those of the previous year in sight. 

As of the end of May, there were approximately 450,000 members of our e-commerce site. The migration of 
approximately 80% of the previous site's top-tier members has been completed, and the site is nearing normal 
operation. In addition, the mutual transfer of customers between e-commerce and retail stores has shown 
some positive effects and will be strongly promoted going forward. 

In terms of the average spending per customer, it has remained above the previous year's level, and we see 
some positive results with the average order value. We will continue to promote the strengthening of cross-
brand purchasing behavior.  

The growth strategy for e-commerce integration is also an initiative designed with this very point in mind. By 
consolidating many brands into one site, we are able to offer a wider range of suggestions to each of our 
customers. We will continue to develop these synergies so that our customers can experience their benefits. 
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, enhancing customer touchpoints will be an important focus point.  

During Q1, particularly H1, our top priority was ensuring the stable operation of the site, and we focused our 
resources there. Subsequently, cross-brand promotional efforts were ramped up starting in Golden Week by 
reallocating resources. 

We are also continuously working to enhance the UI/UX of our website and apps, and have launched new 
features such as mix.TV, which aggregates video content.   

We will continue to develop video promotions and other content to increase awareness and strengthen key 
customer contact points, but in particular, we would like to encourage both new members and related parties 
viewing this to visit mix.tokyo and share their impressions, feedback, and various opinions. We hope that you 
will join mix.tokyo and look forward to its developments. 
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At TIP27, we announced our entry into a new area as part of our growth strategies, and we have been studying 
ways to materialize this strategy. We recently reached an agreement with Daytona International Co., Ltd., 
which operates FREAK’S STORE and other stores, to join the TSI Group. 

This transaction will take the form of our acquiring 100% of Daytona International's shares. As the 
representative of the company, I am very pleased to be able to make this announcement. The reason is that 
we believe TSI is entering a very challenging period as we look ahead to the future of the fashion and apparel 
industry in Japan.  

When we think about where we want to be in five or ten-years’ time, based on our purpose, we have always 
thought, and have been planning, that we need partners who are more unique, fun, and can work together 
to grow. 

We are truly pleased to grow together with Daytona International in collaboration with our many brands. We 
hope you will continue to follow and support our evolution. 

Daytona International is an OMO platform business with annual sales of approximately JPY40 billion. As of the 
end of the previous fiscal year, the company operated 58 stores. Under the vision of “LIFE TO BE FREAK — 
Inspiring the world through the joy of living with passion,” the company delivers exciting, emotionally 
engaging experiences to customers through its mainstay FREAK’S STORE. 

FREAK’S STORE has a high name value and reputation as lifestyle retailer and offers a wide range of products 
from a variety of attractive, original, and carefully selected brands. We also recognize its strong sales 
performance. 

Their customer base includes a wide range of generations, with particular strengths among younger groups, 
especially those in their 20s. They are also strong in the e-commerce business, maintaining an e-commerce 
sales ratio of over 50%.  
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In addition, they are focusing on OMO initiatives and have succeeded in creating synergies with physical stores. 
As of the end of the previous fiscal year, their 58-store network covered a wide range of locations throughout 
Japan, not limited to large urban areas but also including major cities in regional areas. 

The details of this acquisition and its impact on the Company’s business results for the current fiscal year and 
mid-term management plan will be disclosed promptly after the closing is complete. 

 

The addition of Daytona International to our group will significantly update our brand portfolio. As our brand 
development has been concentrated within a relatively narrow segment, we see strong potential to effectively 
fill multiple white spaces. We believe this aligns with our overall growth strategy. 
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This is the effect that can be expected from adding Daytona International to the Group. Daytona covers a wide 
range of market areas, including casual, sports, and outdoor, and is seen as having a strong customer base 
among young people, especially those in their teens and 20s. 

Daytona has a nationwide network of stores, including shopping centers in regional cities, and in this way, 
Daytona is a partner from whom we can expect to create business synergies in the future, not only by 
expanding our market area, but also by filling various white spaces. 

It has approximately 800,000 active users overall and demonstrates strengths in the OMO area. Our 
company’s mix.tokyo is also currently in the phase of strengthening its OMO capabilities. We intend to 
develop a strategy that maximizes synergies with Daytona's customer base and e-commerce business. 

In addition, since Daytona's strength lies in its relatively young customer base, while TSI's customer base is 
centered on an older generation, we believe a complementary relationship can be established. This 
transaction is expected to scale up consolidated purchasing volume by approximately 30%, which may allow 
us to further expand the economies of scale related to structural reforms in procurement costs.  

In addition, one of Daytona’s subsidiaries operates a DX solution business that uses digital signage for apparel 
stores. Although the size of the business is small at present, we have high expectations for its future growth 
potential. We also intend to actively integrate this solution into TSI's existing businesses and stores in the 
future. 
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Shareholder returns.  

The Company has announced a share buyback of up to JPY6 billion by the end of December 2025. As we aim 
to repurchase more than JPY15 billion of our own shares during the period of our mid-term management plan, 
we have already repurchased and retired JPY6 billion of our own shares in the last 12 months. We intend to 
continue enhancing shareholder returns and strengthening dividends. 
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We are about to conclude our Q1 presentation.  

In Q1, we recorded a decline in revenue but an increase in profit. While we saw an improvement in profitability, 
our sales momentum weakened. From Q2 onward, we will place greater focus on strengthening sales in our 
existing businesses, particularly in physical stores and e-commerce. 

In parallel, we will leverage our financial capacity to actively promote both growth investment and 
shareholder returns. By reinforcing our existing business, investing in further growth, and enhancing 
shareholder returns, we aim to increase our corporate value. 

Over the past year, we have been steadily carrying out structural reforms to strengthen our profitability. While 
we will continue these efforts, we now aim to shift into a growth phase. 

Under our corporate purpose, “We create global empathy and social value through the power of fashion 
entertainment,” we aspire to enhance our corporation value as a creator of fashion entertainment. We 
sincerely appreciate your continued support as we take on this next chapter. Thank you very much. 


