I am Takeshi Okazaki, Group Senior Vice President and CFO at
Fast Retailing.
I would like to talk to you today about our consolidated business performance
for the first half of fiscal 2015, or the six months from September 2014
through February 2015, followed by our estimates for the full business year
through August 2015.

In the first half of fiscal 2015, the Fast Retailing Group generated
revenue of ¥949.6 billion (up 24.2% year on year), operating profit of
¥150.0 billion (up 40.2%), profit before income taxes of ¥163.6 billion
(up 48.0%) and profit attributable to owners of the parent of ¥104.7 billion
(up 56.2%).

Looking first at the revenue data, Fast Retailing reported revenue of ¥949.6
billion in the first half of fiscal 2015. That represents an increase of 24.2%, or
¥185.3 billion, year on year. This figure breaks down into revenue increases of
¥113.4 billion at UNIQLO International, ¥48.9 billion at UNIQLO Japan and
¥22.8 billion at Global Brands.
As a result, UNIQLO International’s contribution to overall sales in the first half
of fiscal 2015 increased 6.0 points year on year to 36.4%, while UNIQLO
Japan’s contribution to sales fell below 50%.

Gross profit expanded 27.0% year on year to ¥479.5 billion in the first half of
fiscal 2015. The gross profit margin improved by 1.1 points year on year to
50.5%. Much of the improvement in the overall gross profit margin can be
attributed to a 1.8 point rise in the gross profit margin at UNIQLO Japan.
Selling general and administration expenses rose 23.4% year on year to
¥336.3 billion. The SG&A to revenue ratio rose 0.3 point year-on-year to
35.4%. That was largely due to a 0.4 point contraction in the SG&A ratio at
UNIQLO Japan, and the overall improvement in the SG&A ratio at UNIQLO
International generated by rising sales per store.
Business profit (revenue minus cost of sales and SG&A expenses) increased
36.4% to ¥143.1 billion.
The net amount of other income/expenses increased ¥4.8 billion to ¥6.8
billion. That includes a ¥6.9 billion foreign-exchange gain, related mainly to
temporary advances paid for purchases by overseas subsidiaries after the yen
weakened from 103 to the US dollar at the beginning of September 2014, to
119 yen at the end of February 2015.
As a result of the above factors, first-half operating profit increased by 40.2%
to ¥150.0 billion.

Moving on to net finance income, we reported a total net finance income of
¥13.5 billion in the first half, after the weakening of the Japanese yen over the
six-month period boosted the value of our foreign-currency denominated
assets in yen terms.
As a result, profit before income taxes expanded by 48.0% to ¥163.6 billion,
and profit attributable to the owners of the parent increased by 56.2% to
¥104.7 billion.

This slide displays the breakdown of the first-half performance by Group
operation.
All segments reported increases in revenue and profit, with UNIQLO Japan
generating revenue of ¥454.5 billion and operating profit of ¥89.4 billion,
UNIQLO International revenue of ¥345.5 billion and operating profit of ¥42.8
billion, and Global Brands revenue of ¥148.2 billion and operating profit of
¥11.7 billion.

I would now like to go through each of our Group operations in turn.
Let’s look first at UNIQLO Japan, which reported higher than expected gains
in both revenue and profit in the first half.

Revenue at UNIQLO Japan rose 12.1% year on year to ¥454.5 billion in the first
half. This strong performance was due in part to a 8.4% rise in same-store sales
and also to a rise in total sales per store. The latter was achieved through our
“scrap and build” strategy of gradually increasing the size of our sales floors by
replacing smaller, less efficient stores with large scale outlets.
The 8.4% year-on-year increase in same-store sales can be broken down into a
10.2% rise in customer spend and a 1.6% fall in customer visits.
Cold weather in the second quarter (December 2014 to February 2015) boosted
sales of core Winter items such as HEATTECH Extra Warm, Ultra Light Down,
and sweats shirts and pants. In addition, our booming New Year Sale also
created a real buzz that helped attract customers.
As I mentioned, customer spend rose 10.2% in the first half of fiscal 2015, with
HEATTECH Extra Warm constituting a higher component of sales in our
innerwear category, and other relatively expensive items, such as wool jackets in
our outerwear category and jeans in our bottom wear category, also performing
well.
The number of UNIQLO Japan stores fell by 18 to 814 stores at the end of
February 2015, compared to the end of February 2014. However, nine of the 18
stores didn’t actually close, but changed from directly operated stores to
franchise stores.
The latest disclosed data showed a 3.0% year on year fall in same-store sales for
the month of March 2015.

Turning now to business margins for UNIQLO Japan, the segment reported a
1.8 point improvement in its gross profit margin for the first half of fiscal 2015 to
49.5%. This improvement was slightly higher than forecast.
Breaking that figure down into the first and second quarters: The gross profit
margin improved more than expected in the first quarter, with the cold weather
in September boosting sales of Fall Winter ranges early on in the quarter, and
core Winter items such as HEATTECH and Ultra Light Down proving strong
throughout.
While the gross profit margin did improve in the second quarter compared to
the previous year, the magnitude of the improvement was slightly less than
expected. That was due largely to the fact that customers focused heavily on
discounted items in January’s New Year Sale.

UNIQLO Japan’s SG&A to revenue ratio fell 0.4 point year on year in the first
half to 30.0%. That was roughly in line with target in monetary terms, and a
slight improvement in percentage terms.
As for the key components of the SG&A ratio, the advertising and promotion
ratio contracted 0.6 point year on year, store rent expenses fell 0.2 point and
depreciation expenses contracted 0.1 point. Meanwhile, personnel cost ratio
rose by 0.1 point and the other expenses ratio increased by 0.3 point.
The slight fall in the advertising and promotion ratio was part of our deliberate
strategy to reduce overall business expenses, meaning that, in monetary
terms, the component came in roughly on target.
Strong same-store sales boosted overall efficiency, which was responsible for
the fall in the store-rent expense ratio.
Personnel costs rose on the back of increased costs for store staff.
The increase in other expenses was due largely to our decision to actively
boost inventory of year round core items, which resulted in higher storage
costs.

Moving on to UNIQLO International, which reported higher than forecast
gains in revenue and profit in the first half. Revenue totalled ¥345.5 billion
(+48.9% year on year) and operating profit ¥42.8 billion (+63.2%). UNIQLO
International also outstripped our revenue and profit targets in local
currency terms.
Within the UNIQLO International framework, UNIQLO Greater China and
South Korea generated especially strong performances, reporting higher
than expected gains in revenue and profit.
UNIQLO Europe performed roughly to plan, while UNIQLO USA fell short
of target when it reported a decline in profits.
The UNIQLO International network expanded by a net 83 stores (92
opened, nine closed) in the first half to 716 stores at the end of February
2015. The bulk of the new stores were located in Asia and the United
States.

Let’s look at UNIQLO International region by region in the first half of fiscal 2015.
Greater China (Mainland China, Hong Kong, and Taiwan) outstripped forecasts, for significant
gains in revenue and profit. UNIQLO Taiwan maintained especially strong performance, with
double-digit gain in same-store sales. Same-store sales also rose in China, on sales of core
Winter items and strong demand during the Chinese New Year. Total UNIQLO stores in Greater
China increased to 415 (opened 48, closed seven) at the end of February 2015.
UNIQLO South Korea exceeded expectations, generating large gains in revenue and profit. The
double-digit gain in same-store sales was even higher than the marked gain reported in the
previous year. UNIQLO South Korea opened eight new stores and closed two, for 139 stores at
the end of February 2015.

UNIQLO Southeast Asia (Singapore, Malaysia, Thailand, Philippines, and Indonesia) reported
rises in revenue and profit roughly in line with expectations. UNIQLO added 16 stores, boosting
the total to 95 at the end of February 2015.
UNIQLO Australia fell short of target, reporting a decline in profits, due partly to the cost of
opening three new stores. Revenue fell short, on poor sales for our first Spring Summer season in
the southern hemisphere.
UNIQLO USA reported an increased loss, as sales and gross profit margin fell short of target.
Slow sales of Fall Winter items early in the season knocked same-store sales below target. Newstore sales also underperformed. The operation was forced to increase discounting of excess
inventory at the end of the season, dragging down the gross profit margin. The addition of 22 new
stores also boosted costs and weighed on profits.

UNIQLO Europe (United Kingdom, France, Russia, Germany) generated the expected rises in
revenue and profit. Same-store sales increased at UNIQLO UK and France, tipping profit above
target. UNIQLO Germany fell short of target. While business profits increased at UNIQLO Russia,
the temporary impact of the country’s currency crisis knocked operating profit below target.

Now I would like to look at the performance of our Global Brands segment in
the first half of fiscal 2015.
The segment reported gains in revenue and profit in the six months from
September 2014 to February 2015. Revenue expanded 18.3% year on year
to ¥148.2 billion, while operating profit expanded 23.4% to ¥11.7 billion. Both
measures were roughly in line with expectations.
Our low-priced GU casualwear label reported higher than expected gains in
both revenue and profit. Strong sales of heavily-advertised skirts, knitwear
items, and winter outerwear, and favorable sales of items in our new “GU
Basic” category both helped boost first-half sales at existing GU stores. GU
operating profit also increased on the back of an improved gross profit
margin. GU opened 28 new stores and closed nine stores in the first half,
bringing the total number of stores to 295 at the end of February 2015.
Our Theory fashion label and France-based Comptoir des Cotonniers
fashion label both fell short of plan, reporting a slight fall in profits.
Meanwhile, our French corsetry, homewear, swimwear and sportswear
brand, Princesse tam.tam, produced a flat year on year performance, as
expected.
Finally, our US-based J Brand denim label fell short of expectations by
reporting a slightly larger operating loss in the first half.

Next, I would like to take you through our balance sheet as it stood at the end
of February 2015.
Compared to end February 2014, total assets increased by ¥305.9 billion to
¥1.2762 trillion. This includes an increase of ¥287.0 billion in current assets
and an increase of ¥18.8 billion in non-current assets. As a result, total equity
increased by ¥153.7 billion to ¥804.9 billion.
I will discuss the main components of the balance sheet in the next slide.

Let’s look first at the ¥287.0 billion increase in current assets at the end of February 2015.
Cash and cash equivalents increased by ¥103.9 billion year on year to ¥462.8 billion at the
end of February 2015, due to an increase in operating cash flow at our UNIQLO and other
business operations. We also experienced an increase in trade payables due to the fact that
the last day of the business period fell on a day when banks were closed.
Looking next at inventories, total inventory increased by ¥42.4 billion to ¥210.9 billion.
Inventory at UNIQLO Japan increased by ¥7.4 billion, largely as a result of our decision to
expand the range of year round core items on offer, and our decision to introduce spring
items earlier than usual. Inventory at UNIQLO International increased by ¥30.1 billion, mainly
due to the expansion of UNIQLO’s international network by 182 stores compared to the
previous year. Inventory levels increased by ¥4.8 billion at our Global Brands segment, as
we continued to expand our GU and Theory operations.
Derivative financial assets totalled ¥187.0 billion at the end of February 2015. UNIQLO
Japan takes out forward exchange contracts as part of its long-term strategy to hedge
against future movements in foreign exchange rates. The ¥75.5 billion increase in derivative
financial assets was due to the fact that the end-February yen exchange rate fell below the
average rates on our forward contract holdings, and the gap between the contract and
period-end exchange rates widened. Please note, however, that this item is considered
under hedge accounting and does not impact our profit and loss position.
Non-current assets increased by ¥18.8 billion year on year. This included a ¥25.2 billion
increase in tangible assets linked to the opening of 182 new stores at UNIQLO International
and 102 new stores at Global Brands.
Meanwhile, intangible assets decreased by ¥13.8 billion following the reporting of impairment
losses at J Brand at the end of fiscal 2014 on August 31, 2014.

Next, I will explain our cash flow position for the first half of fiscal 2015.
We enjoyed a net cash inflow of ¥224.0 billion from operating activities. UNIQLO
and other Group operations contributed profits of ¥163.6 billion, and we recorded
a ¥79.3 billion inflow of working capital. This was due to an increase in trade
payables, resulting from the fact that the financial period ended on a holiday
when banks were closed, and also to a reduction in inventory assets compared
to the end of August 2014.
Net cash used in investing activities totalled ¥74.0 billion in the first half. Of this
total, ¥45.8 billion related to a temporary increase in bank deposits with
maturities over three months, ¥21.6 billion was spent on purchases of property,
plants, and equipment, and ¥3.4 billion was spent on purchases of intangible
assets, such as systems investment.
The temporary increase in bank deposits that I just mentioned boosted the total
net cash used in investing activities considerably. While this component totaled
¥45.8 billion, the underlying assets are actually considered to be very liquid.
Capital expenditure for the Fast Retailing Group totalled ¥30.6 billion. Of this
total, ¥5.2 billion was invested in UNIQLO Japan, ¥17.6 billion in UNIQLO
International, ¥4.3 billion in Global Brands, and ¥3.4 billion was spent on
systems investment, etc.
Net cash used in financing activities totalled ¥22.3 billion. Of that total, ¥15.2
billion represented cash dividends paid.
As a result, the balance of cash and cash equivalents stood at ¥462.8 billion at
the end of February 2015.

I will move on now to our consolidated business estimates for fiscal 2015, or
the 12 months ending August 31, 2015.
We have revised up our full-year forecast for Group revenue by ¥50.0 billion
to ¥1.65 trillion, and we have revised up our forecast for Group operating
profit by ¥20.0 billion to ¥200.0 billion.
We made the decision to revise up our full-year forecasts because both
UNIQLO Japan and UNIQLO International outstripped our expectations in
the first half, and also because of the foreign exchange gains, which resulted
from the depreciation in the Japanese yen over the six months to February
28, 2015.
In terms of net finance income, we recorded appraisal gains on foreigncurrency denominated assets of ¥12.7 billion in the first half as the yen
weakened to 119 against the US dollar and 134 against the euro. However,
we are assuming that the yen will strengthen slightly to 118 against the dollar
and 132 against the euro by the end of August 2015. As a result, our fullyear forecast for net finance income stands at ¥11.5 billion.
In light of the first-half results, we have revised our forecasts for noncontrolling interests and taxes. As a result, our new fiscal 2015 forecast for
profit attributable to owners of the parent stands at ¥120.0 billion.

In the first half of fiscal 2015, operating profit outperformed our target by ¥30.0
billion. However, we decided to revise up our full-year forecast for operating
profit by just ¥20.0 billion.
The main reason for this decision was that the greater than expected
weakening of the yen has been pushing up costs at UNIQLO Japan, and this
has pushed down our second-half operating profit forecast slightly.
In addition, we have revised down our second-half forecast for operating profit
at UNIQLO International slightly to take into account expected shortfalls at
UNIQLO USA in the second half.

We have also revised down our second-half forecast for operating profit from
the Global Brands segment slightly, to take into account expected shortfalls at
J Brand and some other labels.
Finally, we also expect to report a bigger shortfall in miscellaneous items and
adjustments than originally forecast.
While we reported an increase in miscellaneous items and adjustments of ¥5.9
billion in the first half, we have revised down our expectations for second-half
performance there. That is because the increase in the first half was due mainly
to foreign-exchange gains generated by a weaker yen in relation to advances
paid for purchases by overseas subsidiaries. However, once into the second
half, our assumptions are for a slight strengthening in the yen, and, as a
consequence, we expect to report a foreign exchange appraisal loss during the
six months to August 2015. We also expect the FR parent will report higher
personnel and other costs in the second half.

Let’s look more closely at our estimates for fiscal 2015 for individual business
segments.
We expect UNIQLO Japan to report rises in both revenue and profit in fiscal
2015. We forecast same-store sales will increase by 1.5% in the second half,
generating a full-year rise of approximately 5.5%. However, we do expect the
gross profit margin to contract year on year in the second half due to the rising
cost of goods, and, as a result, operating profit will hold flat year on year in the
second half.
I will move on to UNIQLO International, where we expect large gains in
revenue and profit in fiscal 2015. UNIQLO operations in Greater China and
South Korea are expected to continue to perform strongly and generate large
gains in revenue and profit. However, we also expect losses to expand at
UNIQLO USA. We plan to open 200 new stores across UNIQLO International
operations in fiscal 2015.
We estimate the Global Brands segment will generate increases in revenue
and profit in fiscal 2015, thanks primarily to rises in revenue and profit and an
improvement in the operating profit margin at GU. Theory and other labels in
the Global Brands segment are expected to generate steady performances in
fiscal 2015.

Next, I would like to talk about dividend payments for fiscal 2015. At its
meeting on April 9, 2015, the Fast Retailing Board decided to set an interim
dividend of ¥175 per share. That represents a year on year increase of ¥25.

We also plan to pay a year-end dividend of ¥175 per share. The interim and
year-end dividends taken together would generate a scheduled annual
dividend of ¥350 per share for fiscal 2015.

Finally, I would ask you to look at part of the information that we have provided for your
reference. Slide 22 lays out some details of our pricing strategy for UNIQLO Japan, the effects
of which will begin to show through in the second half of fiscal 2015.
We expect to increase prices on roughly 20% of our 2015 Fall Winter ranges. There are
several factors underlying this, including higher costs caused by the weaker yen, the long-term
increase in raw material prices, and rising personnel costs in the countries where we
manufacture our clothing.
While we did increase prices on our 2014 Fall Winter ranges by an average of 5%, this was
not sufficient to absorb the increase in costs that we faced from a further weakening of the
yen. As a result, we are now having to review the prices of certain items. Taking into account
the fact that the price of some items will not be increased, we expect the average price of our
goods will rise by 10%.
The weaker yen has pushed up costs for our business. While we do conduct long-term
hedging measures against fluctuations in the currency through forward exchange contracts,
the yen rate that we adopt is gradually weakening, and this is inevitably pushing up costs.
We are definitely experiencing a long-term increase in raw materials prices, and the long-term
procurement costs of our highest quality materials such as merino wool, cashmere, and denim
are on an upward trend, particularly in the long-term.
Personnel costs in countries like China, where we manufacture UNIQLO goods, are rising
every year, and this is exerting increasing upward pressure on production costs.

We will continue to try to address these upward cost pressures through internal cost-cutting,
but we believe we have no choice but to increase our prices in order to ensure we can
continue to offer the high-quality and high value-added products that our customers expect of
us. Furthermore, we will strive to satisfy our customers by offering even higher value-added
products at unbeatable prices.

That completes this presentation on the Fast Retailing Group’s performance
for the first half of fiscal 2015, from September 2014 through February 2015,
and the full business year through August 31, 2015.
The remaining three slides are provided as reference materials.
Thank you.

