My name is Takeshi Okazaki and I am Group Executive Vice President and
CFO at Fast Retailing.
I would like to talk to you today about our consolidated business performance
for FY2017, or the 12 months from September 2016 through August 2017. I
will then move on to discussing our estimates for the full business year
through August 2018.

Fast Retailing achieved a record performance in FY2017.
Consolidated revenue rose to ¥1.8619 trillion (up 4.2% year on year),
business profit, a good indicator of fundamental profitability, expanded to
¥184.0 billion (up 13.6%), operating profit increased to ¥176.4 billion (up
38.6%), and profit attributable to owners of the parent increased to an
impressive ¥119.2 billion (+148.2%).
Profit gains at UNIQLO International contributed considerably to the
consolidated performance. Net profit far exceeded our target, expanding by
2.5 times year on year thanks to lower impairment losses and the recording of
foreign exchange gains.

Looking first at consolidated revenue.
Consolidated revenue expanded by ¥75.4 billion in FY2017, due largely to an
impressive ¥52.7 billion gain in revenue at UNIQLO International.

A significant ¥35.7 billion rise in operating profit at UNIQLO International also
contributed greatly to consolidated operating income.
As a result of its strong performance, UNIQLO International’s proportion of
operating profit for the three business segments expanded to 39.9%.

I would now like to explain the main points on Fast Retailing’s income
statement.
Consolidated operating profit increased by 38.6% year on year to ¥176.4
billion and the operating profit margin improved by 2.4 points.
The gross profit margin improved 0.4 point to 48.8% on the back of a 2.0
point improvement in the gross profit margin at UNIQLO International, and
a 0.3 point improvement at UNIQLO Japan.
The SG&A to net sales ratio improved by 0.4 point to 38.9%, thanks to a
1.7 point improvement in the SG&A ratio at UNIQLO International.
As a result, business profit expanded by 13.6% year on year to ¥184.0
billion.
Other income/expenses totaled minus ¥7.6 billion.
You can read about this in more detail in Slide 7.

Moving on to finance income and costs, we recorded ¥16.9 billion in net
finance income in FY2017 after a weakening in the yen over the full year
period expanded the value of our foreign-currency denominated assets in yen
terms.
As a result, profit before income taxes increased by 138.4% to ¥128.9 billion,
and profit attributable to the owners of the parent increased by 148.2% to
¥119.2 billion.

Slide 9 displays the breakdown of FY2017 performance by Group operation.

Taking each business segment in turn, UNIQLO Japan reported a rise in
revenue but a fall in profit over the twelve months through August 2017, with
revenue expanding by 1.4% year on year to ¥810.7 billion and operating profit
contracting by 6.4% to ¥95.9 billion.
The fall in UNIQLO Japan operating profit was due to a modest 0.3 point
improvement in the gross profit margin versus a 1.3 point increase in the
SG&A ratio. I will explain these results in more detail in the next few slides.

Same-store sales for UNIQLO Japan expanded 1.1% year on year in FY2017.
The warm weather during the bumper sales month of December constricted
same-store sales growth to a modest 0.1% in the first half, from September 2016
through February 2017. However, same-store sales were more buoyant in the
second half from March through August 2017, reporting a 2.4% year-on-year
expansion. This was due to strong sales of newsworthy items such as wireless
bras, Dry Stretch Kando Pants, easy ankle pants and UT T-shirts, and rise in
customer visits.

As for e-commerce, online sales expanded by a healthy monthly average of 23%
from April onwards following the renewal of our online mobile site on March 24
and the expansion of online products and services.

The gross profit margin for UNIQLO Japan improved 0.3 point to 48.0% in
FY2017.
Our internal foreign exchange rates continued on a weakening trend, which
resulted in a further rise in the cost of sales. In the first half, we successfully
controlled discounting rates with our easily recognizable everyday price strategy.
In addition, the first-half gross profit margin improved by 2.1 points year on year
on lower discounting losses compared to an active discounting period in the
previous year.

However, the second-half gross profit margin came in below plan, contracting 2.1
points year on year as the margin of improvement in the discounting rate
contracted. The positive year-on-year impact of the instantly recognizable
everyday prices faded as a full year passed since their introduction, and we also
actively sold off inventory in the fourth quarter from June through August.

The SG&A to revenue ratio at UNIQLO Japan rose 1.3 points year on year to
36.1% in FY2017.
The SG&A ratio increased by 0.8 point in the first half on the back of increased
temporary costs related to the overhaul of our logistics systems.
The SG&A ratio rose again in the second half by 1.8 points. This was due
partly to accounting and tax-system changes which resulted in higher
depreciation costs and higher tax and dues. These systemic changes inflated
business expenses by a total of ¥3.4 billion, adding 0.4 point onto the full-year
SG&A ratio, and as much as 1.0 point onto the second-half SG&A ratio.
Running through the major business expense items, the personnel cost ratio
rose 0.3 point year on year on the back of lower-than-expected sales. In
addition, in-store staff costs rose after we increased hourly wages in some
regions and hired more staff to cover busy sales periods from the second half
onwards.
Distribution costs increased 0.5 point in FY2017. While the distribution cost
ratio increased 0.8 point in the first half, we have seen some steady
improvement in underlying conditions thanks to greater delivery efficiency and
reduced requirements for additional temporary warehousing. This improvement
is reflected in the more modest 0.1 point gain in the distribution ratio in the
second half.

Finally, the advertising and promotion cost ratio improved by 0.1 point on the
back of more efficient flyer and newspaper advertising.

I would now like to move on to talk about UNIQLO International performance in
FY2017.
UNIQLO International generated a 8.1% year-on-year rise in revenue to ¥708.1
billion. Operating profit exceeded our target to nearly double year on year,
expanding 95.4% to ¥73.1 billion.
Growth from the UNIQLO Greater China and UNIQLO Southeast Asia &
Oceania operations was especially strong. The Southeast Asian region is now
firmly entering a growth stage and turning into another pillar operation for
UNIQLO International behind Greater China and South Korea.
Growth in UNIQLO International revenue was a modest 8.1%, but this includes
an average 6% drag on performance caused by foreign exchange effects.
Remove that, and revenue in local-currency terms outperformed target to
expand by approximately 15% year on year.
UNIQLO operating profit almost doubled year on year thanks to a large
improvement in the gross profit margin in all regional operations following the
shift to a tighter discounting business format. Cost-cutting efforts in all regional
operations also supported overall segment operating profit, as did the halving of
operating losses at UNIQLO USA.

Next, I would like to look at business trends for individual regions within the
UNIQLO International segment.

Greater China achieved higher than expected gains in both revenue and profit
in FY2017, with revenue expanding by 4.1% to ¥346.4 billion and operating
profit expanding 37.0% to ¥50.1 billion. The modest 4.1% increase in Greater
China revenue was due to the approximate 7% drag on full-year performance
caused by foreign exchange effects. You will hear more about this later in the
presentation by Group Executive Vice President Mr. Ning Pan.
South Korea generated gains in both revenue and profit. The large rise in profit
following the operation’s proactive reform of business practices outstripped our
expectations. Same-store sales did decline for the full business year, but turned
up in the second half following a review of product mixes, and the greater
attention that the shift to digital marketing has attracted to core products such as
Dry Stretch Kando Pants, AIRism and BRATOP. In addition, the gross profit
margin improved as the operation successfully managed to shift away from a
discounting-dependent business format. Personnel and distribution costs were
also reduced significantly following a review of in-store inventory levels.

UNIQLO Southeast Asia & Oceania performed much better than expected, with
operating profit doubling year on year in FY2017. Having strengthened our
fundamental business platform in Southeast Asia & Oceania, we now expect to be
able to further deepen and expand the operation by accelerating new store
openings. You will hear more about these plans in the presentation by Group
Executive Vice President Taku Morikawa later in this conference.
UNIQLO USA successfully halved its operating loss as expected. Same-store sales
increased on successful advertising of denim, UT T-shirts and other core items, as
well as some strong joint collections. The gross profit margin improved on the back
of reduced discounting as the operation reviewed product mixes to ensure they
suited individual regional needs more closely. The management transformation at
UNIQLO USA also contributed to a considerable improvement in business cost
ratios.

UNIQLO sales in Canada are expanding favorably following the opening of two
stores in Toronto in Fall 2016 and one store in Vancouver in October 2017.

Moving on to Europe, UNIQLO Europe generated the planned rise in FY2017
revenue but operating profit dipped slightly. That was due to the opening of a total
20 new stores, mainly in Russia and France, and higher business costs compared
to the previous year when fewer new stores were opened.
I am pleased to say that the first UNIQLO store in Spain, which was opened in
Barcelona in September 2017, got off to a strong start.

Let me now move on to our Global Brands segment, which fell short of plan but still generated rises in
both revenue and profit in FY2017. Revenue expanded by 3.5% to ¥340.1 billion and operating profit
expanded by 47.5% to ¥14.0 billion. Underlying this performance was a strong profit gain from the
Theory fashion label and reduced impairment losses for our J Brand premium denim label.
Looking first at performance from our low-priced GU casual fashion brand. GU reported lower-thanexpected revenue and profit, with revenue expanding just 6.0% to ¥199.1 billion and operating profit
contracting 39.0% to ¥13.5 billion. Same-store sales contracted 3% on the back of lost sales
opportunities resulting from shortages of strong-selling items such as design blouses, big silhouette
tops, design bottoms, pajamas and shoes, as well as the fact that some items did not develop into hit
products we expected. The contraction in FY2017 same-store sales was also due partly to the fact that
the data are being compared to an extremely strong previous year when same-store sales expanded by
17%.
The GU gross profit margin declined on the back of lower-than-expected sales and a rising cost of sales
caused by a weaker yen. While the shift to digital marketing helped reduce advertising and promotion
costs, GU’s business expense ratio rose on the back of higher distribution and personnel costs.
In terms of international expansion, GU’s entry into the Hong Kong market in March was successful, and
profitability at GU stores in Mainland China and Taiwan improved considerably.
Looking at other labels in the Global Brands segment, Theory generated a large rise in profit. This
higher-than-expected result was supported by a strong performance from the US Theory brand
operation and improved profitability at Theory’s PLST brand.
Our France-based Comptoir des Cotonniers women’s fashion brand reported a decline in revenue, but
cost-cutting efforts helped reduce operating losses.
Our France-based lingerie, loungewear, swimwear and sportswear brand, Princesse tam.tam reported
another operating loss.
Our J Brand premium denim label also reported a further operating loss, and recorded an impairment
loss of ¥3.6 billion.

Let’s now take a look at our balance sheet as it stood at the end of August
2017. Compared to the end of August 2016, total assets increased by ¥150.3
billion to ¥1.3884 trillion, and total equity increased by ¥164.3 billion to
¥762.0 billion.
The next slide shows a breakdown of the main components of the balance
sheet.

Looking at the reasons behind the ¥153.0 billion increase in current assets. Cash
and cash equivalents increased by ¥298.3 billion year on year to ¥683.8 billion at
the end of August 2017 on the back of increased operating cash flow, and a
drawdown of deposits with over three months to maturity. This repayment of term
deposits reduced the total of other short-term financial assets by ¥153.8 billion.
Total inventory increased by ¥19.6 billion to ¥289.6 billion, largely due to increased
inventory relating to the expansion UNIQLO International operations.

Regarding our FY2017 cash flow, we enjoyed a net cash inflow of ¥212.1 billion
from operating activities. As a result, the balance of cash and cash equivalents
totaled ¥683.8 billion at the end of August 2017.

Let me now focus on our business estimates for FY2018, or the twelve months
from September 2017 through to the end of August 2018.
We expect to achieve another record performance in FY2018.

We estimate consolidated revenue will reach ¥2.0500 trillion (+10.1% year on
year) and business profit will expand to ¥205.0 billion (+11.4%). We expect to
incur a cost of ¥5.0 billion under other income/costs, half of which will be due to
retirement and store-closure losses resulting from the closure of stores in Mainland
China, the United States and other UNIQLO International operations. As a result,
operating profit is expected to increase by 13.4% to ¥200.0 billion.
Finance income/costs showed a net gain of ¥16.9 billion in FY2017. However,
based on a period-start exchange rate of 1USD=110JPY, we have not
incorporated any foreign exchange gain in the FY2018 estimates.
As a result, profit attributable to owners of the parent is expected to increase by
0.6% year on year to ¥120.0 billion in FY2018.

I would like to take a few minutes to break down the FY2018 forecasts by Group
operation.

Given it is expected to act as the key driver of consolidated growth, let me look
at UNIQLO International first. UNIQLO International is forecast to produce large
gains in both revenue and profit in FY2018, with total revenue predicted to
surpass that of UNIQLO Japan for the first time. UNIQLO International operating
profit is also expected to rise close to that of UNIQLO Japan.
Within the UNIQLO International segment, UNIQLO Greater China and UNIQLO
Southeast Asia & Oceania are expected to generate further significant rises in
both revenue and profit. In particular, we are aiming to expand the Southeast
Asia & Oceania region by accelerating the pace of new store openings and
opening 40 new stores in FY2018.
UNIQLO South Korea and UNIQLO Europe are also expected to generate
increased revenue and profit, while UNIQLO North America is forecast to halve
its operating loss again in FY2018.

Looking now at UNIQLO Japan, we are forecasting a slight increase in revenue and
profit in FY2018. Same-store sales are expected to expand by 1.9% year on year,
with the e-commerce component seen expanding by approximately 30%. Despite
determined control over discounting, the gross profit margin is expected to decline
slightly on rising cost of sales. At the same time, we intend to further strengthen our
cost-cutting strategies by focusing specifically on reviewing inventory levels to help
further improve the efficiency of personnel and distribution expenses.

Moving on to the Global brands segment. We expect Global Brands will generate
gains in revenue and profit in FY2018. We forecast GU will produce higher revenue
and profit. To help encourage a recovery in GU performance, we are looking to
transform operations by improving the accuracy of numerical planning, and ensuring
we fully capture and nurture fledgling hit products by increasing the ratio of
intermittent new products designed during the year and the ratio of additional product
resulting from extra mid-year production orders.
We are also working to reduce GU production lead times by reviewing production
locations, and aiming to strengthen GU product development by cooperating more
closely with London R&D center.
Finally on GU, we are planning to press ahead with the brand’s international
expansion by opening approximately 10 new stores, mainly in Mainland China.
On other labels in the Global Brands segment, we expect Theory to generate further
large gains in both revenue and profit in FY2018, and we expect Comptoir des
Cotonniers, Princesse tam.tam and J Brand to reduce operating losses.

Finally, I would like to talk about dividend payments.
We are scheduled to pay a FY2017 dividend of ¥350 per share, which
includes a ¥175 year-end dividend.
In FY2018, we expect to maintain an annual dividend per share of ¥350, split
evenly between interim and year-end dividends of ¥175 each.

That completes my presentation on Fast Retailing’s FY2017 performance
and outlook for the coming business year through August 2018. The
remaining three slides are provided for your reference.
Thank you.

