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 FY2018, or the 12 months from September 2017 through August 2018.,
and to explain our estimates for the full business year through August 2019.

Fast Retailing achieved a record performance in FY2018.
Consolidated revenue rose to ¥2.1300 trillion (up 14.4% year on year),
business profit, a good indicator of fundamental business profitability,
expanded to ¥252.4 billion (up 37.2%), operating profit increased to ¥236.2
billion (up 33.9%), and profit attributable to owners of the parent increased to
¥154.8 billion (up 29.8%).
Profit gains at UNIQLO International contributed considerably to the
consolidated performance. UNIQLO Japan produced a solid full-year
performance, and a strong profit gain that exceeded our latest estimate
announced along with the third-quarter results in May.

Looking first at the Fast Retailing Group’s income statement data,
consolidated revenue increased by ¥268.1 billion year on year to ¥2.1300
trillion in FY2018, thanks to growing revenue at all four business segments.
UNIQLO International’s revenue gain was especially strong, rising ¥188.1
billion year on year.
The consolidated gross profit margin improved by 0.5 point to 49.3%,
thanks mainly to improved gross profit margins at UNIQLO International
and UNIQLO Japan.
The SG&A to revenue ratio improved by 1.5 points year on year to 37.4%.
These generated a 37.2% year-on-year expansion in business profit to
¥252.4 billion.
The net amount of other income/expenses stood at -¥16.2 billion, due
largely to the recording of impairment losses on the Global Brands segment
and UNIQLO stores.
As a result of the above factors, operating profit increased by 33.9% year
on year to ¥236.2 billion in FY2018.

The net amount of finance income/costs stood at +¥6.4 billion in FY2018, due
largely to a net balance of +¥4.3 billion for interest income and expenses, and
a ¥2.1 billion increase in the value of our foreign-currency denominated assets
in yen terms.
As a result, profit before income taxes increased by 25.5% to ¥242.6 billion,
and profit attributable to the owners of the parent increased by 29.8% to
¥154.8 billion.

Slide 6 displays the breakdown of performance by Group operation.

Over the twelve months through August 2018, UNIQLO International’s revenue
of ¥896.3 billion surpassed that of UNIQLO Japan.
UNIQLO International business profit also overtook UNIQLO Japan business
profit by a slim margin when it rose to ¥120.6 billion.
UNIQLO International operating profit came very close to matching that of
UNIQLO Japan, ending just ¥0.2 billion short of the UNIQLO Japan total.
I will explain the relevant factors for each individual business segment in more
detail in the following slides.

UNIQLO Japan exceeded our most recent forecast, announced along with
third-quarter results in May, to report full-year gains in both revenue and profit
in FY2018. Revenue expanded 6.7% year on year to ¥864.7 billion and
operating profit increased by 24.1% to ¥119.0 billion.
We had predicted that operating profit would decline in the fourth quarter on
the back of heavy discounting. However, the heatwave in August generated
higher-than-expected sales and gross profit margin, resulting in a double-digit
growth in second-half operating profit that exceeded our expectations.

UNIQLO Japan revenue rose on the back of consistent strong growth in same-store
sales throughout the year. Full-year same-store sales increased by 6.2%.
Online sales also expanded favorably, rising 29.4% year on year to ¥63.0 billion in
FY2018. The overall contribution of online sales rose from 6.0% to 7.3% of total
sales.

Let’s look next at the UNIQLO Japan gross profit margin which improved 0.4 point
to 48.4% in FY2018. This result was slightly higher than our most recent May
forecast.

The cost-of-sales ratio continued to increase on the back of the weakening trend
in internal foreign exchange rates. However, this rise was offset by strong sales of
Winter items and lower consequent discounting of excess inventory in first half. As
a result, the first-half gross profit margin improved by 0.8 point.

In contrast, the second-half gross profit margin declined 0.2 point on a continued
rise in the cost-of-sales ratio and more vigorous discounting in the fourth quarter.
However, thanks to strong sales in August, UNIQLO Japan was able to achieve a
second-half gross profit margin slightly higher than our most recent estimate.

The full-year UNIQLO Japan SG&A ratio improved by 1.6 points to 34.5% as SG&A
expenses continued to decline in the second half as planned.
Looking briefly at a few of the component ratios, the personnel to revenue ratio
improved 0.3 point year on year. While personnel costs increased on the back of
further improvements in hourly pay rates and bonuses, productivity also rose as
new RFID electronic tags helped make store operations more efficient.

The distribution ratio contracted 0.4 point on a fall in store-related distribution costs.
Thanks to our new ability to grasp a detailed picture of product movements across
the whole supply chain, we were able to control inventory at appropriate levels. Our
warehouse operations also improved. However, e-commerce-related distribution
costs rose on the back of higher online sales.
Finally, the advertising and promotion ratio improved 0.6 point on more efficient
flyer, newspaper and instore sales promotions.

I would now like to move on to our UNIQLO International operation.

UNIQLO International generated significant rises in both revenue and profit in
FY2018, with revenue expanding by 26.6% year on year to ¥896.3 billion,
and operating profit expanding by 62.6% to ¥118.8 billion.
The operating profit margin increased and profitability rose across all
UNIQLO International operations. Greater accuracy of sales plans and lower
discounting helped improve the gross profit margin, and strict cost control
generated a significant improvement in the SG&A ratio.

Slide 13 shows the breakdown of UNIQLO revenue by region.

As you can see, revenue from Greater China (Mainland China, Hong Kong and
Taiwan) has grown to approximately half that of UNIQLO Japan, and Southeast
Asia & Oceania has exhibited striking growth, increasing the importance of these
two regional operations.
We expect the Southeast Asian operation will expand even further as we
accelerate new store openings, and open our first store in Vietnam in fall 2019.
In addition, you will be hearing later from our CEO, Tadashi Yanai, about our
plans to enter the Indian market in fall 2019. We have great expectations for the
Indian market, which we consider to have as strong growth potential as Greater
China and Southeast Asia.

Next, I would like to look in more detail at UNIQLO International performance by
region.

UNIQLO Greater China achieved significant gains in both revenue and profit in
FY2018, with revenue expanding by 26.9% year on year to ¥439.8 billion and
operating profit expanding by 47.1% to ¥73.7 billion. The region’s operating profit
margin improved by 2.3 points to 16.7%.
Breaking that performance down even further, Mainland China reported consistent
high growth and a considerable rise in full-year operating profit. Full-year samestore sales continued to expand as customers embraced the UNIQLO LifeWear
concept, and we successfully compiled tailored regional product mixes for East,
North and South China. The operation also benefitted from favorable seasonal
weather. In the second half of the year, same-store sales achieved double-digit
growth, thanks to strong sales of UT T-shirts and Kando pants. Online sales also
attained strong double-digit growth, increasing the proportion of online sales to
15% of total sales. Profitability also improved greatly as our determined initiatives
to reduce discounting and control costs, such as our drive to improve the
accuracy of sales planning and our Purchasing Project, started to generate
positive results.
UNIQLO operations in Hong Kong and Taiwan also reported rising profits on the
back of improved gross profit margins and solid control of business costs.

UNIQLO South Korea continued to generate strong results throughout the
business year, achieving a significant rise in full-year operating profit. Same-store
sales increased in both the first and second halves of the year, and discounting
was greatly reduced.
UNIQLO Southeast Asia & Oceania also performed strongly throughout the year,
and generated a considerable increase in full-year operating profit. Sales
increased to ¥140.0 billion and the operating profit margin improved to 15%.
Southeast Asia experienced strong demand for Summer items such as UT Tshirts and short pants, as well as strong traveler demand for Winter ranges. This
resulted in continued double-digit growth in same-store sales in the second half.
All national operations generated strong results thanks to greater visibility of the
UNIQLO brand and an expanding store network. Sales and profit gains were
especially striking in the Philippines, Indonesia, and Thailand.

Looking next at North America (United States and Canada), UNIQLO USA halved
its operating loss, and continued to instigate business reforms designed to help the
operation move into the black in FY2019. USA same-store sales rose year on year,
as the expansion of HQ capability from the East to the West Coast helped create
more appropriate regional product mixes and store displays. The USA e-commerce
operation continued to grow favorably, with the proportion of online sales rising to
over 20% of total sales.
In Europe, operating profit doubled in FY2018, with Russia, France and the United
Kingdom reporting especially strong performances. UNIQLO Europe same-stores
sales rose, and 22 stores were added to the region’s network over the business
year.

The GU operation generated a rise in revenue but a fall in profit in FY2018, with
revenue rising 6.4% year on year to ¥211.8 billion, and operating profit declining
13.1% to ¥11.7 billion.
Full-year same-store sales contracted following some challenges with GU product
mixes and product volume planning. To explain that in more concrete terms, GU
was unable to meet actual demand for cold-weather clothing in the first half due to
a lack of suitable clothing items.. Then, in the second half, GU experienced lowerthan expected sales of ranges featured in its advertising campaigns. The large
increase in the number of GU product items on offer also resulted in shortages of
stronger-selling ranges.

Finally, our Global Brands segment reported a rise in revenue of 9.5% year on
year to ¥154.4 billion, and a 49.2% rise in business profit (a good indicator of
fundamental business profitability) to ¥6.2 billion. That figure was supported by
strong profit gains at the Theory operation.
However, the segment also reported an operating loss of ¥4.1 billion following
the recording of a ¥7.7 billion impairment loss on our France-based Comptoir
des Cotonniers brand and a ¥1.6 billion impairment loss on the Helmut Lang
label, which is managed under the Theory operation.

Let’s now take a look at our balance sheet as it stood at the end of August
2018.
Compared to the end of August 2017, total assets increased by ¥564.9 billion
to ¥1.9534 trillion, total liabilities increased by¥424.2 billion to ¥1.0506 trillion
and total equity increased by ¥140.7 billion to ¥902.7 billion.
The next slide shows a breakdown of the main components of the balance
sheet.

Let me first explain the factors underlying the ¥540.4 billion increase in current
assets in more detail.
First, cash and cash equivalents increased by ¥315.8 billion year on year to
¥999.6 billion at the end of August 2018 on the back of increased cash
generated by our ¥250 billion corporate bond issue in June, as well as a higher
operating cash flow.
Next, total inventory increased by ¥175.1 billion to ¥464.7 billion, but this figure
includes ¥92.3 billion resulting from a change in the timing of inventory
recording at UNIQLO Japan and GU. If we strip out this impact, the increase in
inventory assets in FY2018 stood at ¥82.8 billion.
Breaking down the inventory total, we recorded an actual increase in UNIQLO
Japan inventory assets of ¥32.9 billion. While the operation’s inventory assets
might appear slightly swollen, this was due to larger orders of inventory for core
ranges sold all year round, and also due to early orders of Fall Winter stock.
Inventory assets at UNIQLO International increased by ¥44.6 billion on the back
of rising store numbers and an early launch of Winter ranges.
Inventory assets at GU increased by ¥3.3 billion year on year following sluggish
sales of Spring Summer ranges.

Looking next at our FY2018 cash flow, we enjoyed a net cash inflow of ¥176.4
billion from operating activities. Cash used in investing activities totaled ¥57.1
billion, and cash used in financial activities totaled ¥198.2 billion. As a result, the
balance of cash and cash equivalents reached ¥999.6 billion at the end of August
2018.

Let me now focus on our business estimates for FY2019, or the twelve months
from September 2018 through to the end of August 2019.
We expect to achieve another record performance in FY2019.
We estimate consolidated revenue will reach ¥23000 trillion (+8.0% year on
year) and business profit will expand to ¥275.0 billion (+8.9%). We expect to
incur a cost of ¥5.0 billion under other income/costs, incorporating expected
retirement losses and store-closure losses resulting from the closure of stores at
UNIQLO International and Global Brands. As a result, operating profit is
expected to increase by 14.3% to ¥270.0 billion.
For finance income/costs, based on a period-start exchange rate of
1USD=111JPY, we have not incorporated any foreign exchange gains or losses
in the FY2019 estimates.
As a result, profit attributable to owners of the parent is expected to increase by
6.6% year on year to ¥165.0 billion in FY2019.

I would like to break down our FY2019 by business segment, starting with
UNIQLO International.

We expect UNIQLO International will achieve strong revenue and profit gains over
the business year. Operating profit is forecast to far outstrip that of UNIQLO Japan.
The full-year gross profit margin is seen holding steady while business cost ratios
should improve slightly.
Looking at individual regions, Greater China and Southeast Asia & Oceania are
expected to generate significant revenue and profit gains and serve as the key
drivers of UNIQLO International growth. We intend to maintain our pace of new
store openings in Greater China at approximately 100 new stores per year, and
accelerate new store openings in Southeast Asia & Oceania to approximately 50
stores per year.
We forecast UNIQLO South Korea will generate slight year-on-year rises in
revenue and profit compared to the extremely strong previous year when South
Korea reported considerable revenue and profit gains on the back of favorable
seasonal weather. UNIQLO Europe is forecast to achieve significant revenue and
profit growth. We are planning to open our first store in Denmark in Spring 2019.
We expect UNIQLO USA will move into the black and post an operating profit in
FY2019.

We expect UNIQLO Japan will achieve a slight rise in revenue and profit in
FY2019. While the first quarter is typically a big quarter in terms of sales and
profit, we predict first-quarter operating profit will decline significantly compared
to the strong profit gain in the same period of the previous year. A decline in the
gross profit margin on higher cost of sales in Fall Winter 2019, and rising
business costs on increased IT investment will also likely dampen first-quarter
profit. As a result, first-half sales are expected to rise slightly, but operating
profit is expected to decline. Once into the second half, operating profit is
expected to rebound sharply as the cost-of-sales ratio improves. As a result,
UNIQLO Japan should be able to secure higher revenue and profits over the
year as a whole.
Full-year same-store sales are expected to rise approximately 2% year on year
in FY2019, including a 30% rise in online sales.

We expect our GU segment will generate a rise in revenue and a large rise in
profit in FY2019.
We have already reviewed the GU product mix and decided to drastically
reduce the number of product items, and focus instead on mass trend products.
We are also aiming to expand sales by increasing the proportion of in-demand
items such as cold-weather clothing.
In addition, we intend to earnestly pursue our Ariake Project aims at GU. By
reviewing the whole GU supply chain operation, we aim to create a system that
enables us to capture and analyze customer needs early, and reflect those
needs in product and volume planning. We are also seeking to offer competitive
low prices by reviewing materials procurement and production processes.
Finally, we expect the Global Brands segment will achieve significantly higher
profits in FY2019, supported by profit gains from our Theory and PLST labels.

Finally, I would like to talk about dividend payments.
To reflect our strong business performance, we intend to revise our year-end
dividend upward by ¥40 from ¥200 to ¥240. That would result in an annual
dividend for FY2018 of ¥440 per share.
In FY2019, we expect to increase our annual dividend by a further ¥40 to
¥480 yen, split evenly between interim and year-end dividends of ¥240 each.
That completes my presentation on Fast Retailing’s FY2018 performance
and outlook for the coming business year through August 2019. The
remaining three slides are provided for your reference.

Thank you.

