
I am Takeshi Okazaki, Group Executive Vice President and CFO at Fast 

Retailing.  

 

I would like to talk to you today about our consolidated business performance 

for the first quarter of fiscal 2019, or the three months from September 

through November 2018,  and our estimates for the full business year 

through August 2019. 



 

 

 



In the first quarter of fiscal 2019, Fast Retailing Group revenue totaled ¥644.4 

billion (up 4.4% year on year).  On the profit side, business profit, which is a 

good indicator of fundamental business profitability, declined 8.5% to ¥103.2 

billion. Operating profit declined 8.1% to ¥104.6 billion, profit before income 

taxes contracted 5.7% to ¥111.0 billion, and profit attributable to owners of the 

parent decreased 6.4% to ¥73.4 billion. 

 

While UNIQLO International reported higher-than-expected rises in both 

revenue and profit, UNIQLO Japan’s performance fell short of target, resulting 

in slightly lower consolidated sales and consolidated operating profit than 

initially expected. 



Looking in more detail at the main factors affecting first-quarter consolidated 

profit:  

 

Consolidated revenue expanded by ¥27.4 billion to ¥644.4 billion in the first 

quarter. While revenue at UNIQLO Japan declined by ¥10.9 billion year on year, 

revenue at UNIQLO International increased by ¥33.0 billion, and revenue at GU 

increased by ¥4.6 billion.   

 

The gross profit margin fell 1.0 point to 50.4% in the first quarter. While the 

UNIQLO International gross profit margin expanded 0.9 point, the UNIQLO 

Japan gross profit margin decreased by 3.2 points year on year.   

 
The SG&A to revenue ratio increased 1.3 points to 34.4%. That was largely due 

to higher SG&A ratios at UNIQLO Japan, GU and UNIQLO International.  

 
Meanwhile, business profit fell 8.5% to ¥103.2 billion.  

 
The net amount of other income/expenses stood at ¥1.3 billion. That total 

included a foreign-exchange gain of ¥1.5 billion on temporary advances paid for 

purchases by overseas subsidiaries.  

  
As a result of the above factors, first-quarter operating profit declined by 8.1% to 

¥104.6 billion. 



Moving on to finance income/cost, we reported a net finance income of ¥6.4 

billion in the first quarter of fiscal 2019, which was generated primarily by a 

¥5.0 billion foreign-exchange gain on the value of our foreign-currency 

denominated assets in yen terms.  

 

Finally, profit before income taxes decreased by 5.7% to ¥111.0 billion, and 

profit attributable to the owners of the parent declined by 6.4% to ¥73.4 billion 

in the first quarter.  

 



Slide 6 displays the breakdown of performance by Group operation. I will explain 

factors affecting each individual business segment in more detail in the 

subsequent slides. 

 

UNIQLO Japan generated revenue of ¥246.1 billion and operating profit of ¥37.9 

billion, as opposed to UNIQLO International, which generated revenue of ¥291.3 

billion and operating profit of ¥52.5 billion. These first-quarter figures show 

UNIQLO International overtaking UNIQLO Japan by a considerable margin in 

terms of both revenue and profit. 

 



Looking first at UNIQLO Japan:  

 

UNIQLO Japan fell short of initial expectations by reporting a significant decline in 

operating profit in the first quarter. First-quarter revenue declined 4.3% to ¥246.1 

billion and operating profit dipped by 29.9% to ¥37.9 billion. 

 

The sharp decline in profit was caused by lower-than-expected sales during the 

warm winter period. Stronger subsequent discounting also knocked the first-

quarter gross profit margin slightly below plan.  

However, in monetary terms, business costs were roughly in line with forecasts 

thanks to continued cost-cutting efforts.  



UNIQLO Japan same-store sales declined 4.3% year on year in the first 

quarter from September through November 2018. 

 

That decline in same-store sales was caused by multiple factors: the warm 

winter weakened demand for thermal clothing; the UNIQLO Japan product 

mix was overly dominated by warm, thermal clothing items, and; the data 

were being compared to an extremely strong performance in the previous 

year.  

 

The first quarter saw strong sales of trendy items and new products such as 

premium lambswool sweaters, boa sweatshirts, fluffy fleece and knitted 

coats, but sales of core Winter ranges such as HEATTECH, ultra light down, 

cashmere sweaters and merino sweaters proved sluggish during the 

unseasonal warm months of October and November. 

 

Meanwhile online sales increased favorably as planned to ¥23.7billion 

(+30.9%), pushing the proportion of online sales up from 7.0% to 9.7% of 

total sales. That expansion in e-commerce can be attributed to an increase 

in the number of online app members, aggressive advertising of newsworthy 

joint-collection and top-search items on social media, and a broader 

awareness of the appealing service that enables customers to pick up their 

online purchases from their local store.  

 

Looking slightly further out, UNIQLO Japan same-store sales increased 

5.2% in December, even when compared to an impressive 18.1% rise in the 

previous year.  That stronger performance was due to buoyant sales of 

Winter items after the temperature dropped from mid December onwards, as 

well as more aggressive discounting to attract greater customer interest.  

 



The UNIQLO Japan gross profit margin declined 3.2 points year on year to 

47.7% in the first quarter, a level that was slightly lower than expected. That fall 

was due to a rise in the cost of sales on the back of a continued weakening in 

internal yen exchange rates. In addition, the warm winter weather stunted 

sales of Fall Winter ranges, especially when compared to the strong previous 

year, resulting in more aggressive discounting. 

 
The UNIQLO Japan SG&A ratio rose 2.2 points year on year to 32.3% in the 

first quarter. However, overall SG&A expenses came in within the planned 

range in monetary terms thanks to further determined cost-cutting efforts and 

lower advertising spend and store rents.  

 

Looking at individual cost ratio components, the distribution ratio increased 0.8 

point year on year on higher distribution costs at both our physical stores and 

online operation. Store-related distribution costs rose on the back of lower-

than-expected sales, which resulted in higher inventory levels and higher 

warehousing costs. E-commerce-related distribution costs increased in line 

with the growing proportion of online-to-total sales. Having said that, the 

automation of the Ariake warehouse did help achieve greater efficiency and 

reduce the average distribution cost per order. 

 

The other expenses ratio rose 0.6 point, but this was due to higher IT 

investment related to the Ariake Project.  

 

Finally, the depreciation ratio rose by 0.4 point on higher depreciation costs 

related to the automation of the Ariake warehouse, a shortened depreciation 

period for a portion of former materials handling, and the introduction of LED 

lighting in stores. 



I would now like to move on to talk about UNIQLO International performance in 

the first quarter of FY2019.  

 

UNIQLO International achieved gains in both revenue and profit, with revenue 

totalling ¥291.3 billion (+12.8%) and operating profit totalling ¥52.5 billion 

(+12.6%). UNIQLO International sales came in slightly below plan due to the 

warm winter weather. However, improved gross profit margins in all markets 

generated a higher-than-expected level of operating profit. As a result, UNIQLO 

International operating profit far surpassed UNIQLO Japan operating profit in the 

first quarter.   

 

Looking at individual regions within the UNIQLO International segment, revenue 

and profit rose in Greater China (Mainland China, Hong Kong, Taiwan) and 

South Korea. UNIQLO Southeast Asia & Oceania generated considerable gains 

in both revenue and profit. UNIQLO USA reported a strong revenue and profit 

gain, with efforts to move the operation into the black in the current financial year 

are progressing well. UNIQLO Europe also generated strong rises in revenue 

and profit, and continued to expand its geographical reach by opening a first 

store in the Netherlands during the quarter. 



Breaking down that regional performance even further, Greater China 

generated higher revenue and profit in the first quarter. While the revenue 

result was slightly below plan due to the warm winter effect, the increase in 

operating profit was higher than expected, thanks to a double-digit profit gain 

in Mainland China. 

 

In Mainland China, same-store sales rose on strong sales of mass-trend items 

and new products such as premium lambswool sweaters, fluffy fleece, 

sweatwear and knitted coats. Online sales continued buoyant thanks to a 

strengthening of online-to-offline (O2O) links between physical and virtual 

stores, which generated another double-digit gain in the first quarter.  

However, overall sales came in slightly below plan on sluggish sales of Winter 

clothing during the consistently warm quarter.  

On the profit front, firmly controlled discounting helped generate higher-than 

expected double-digit growth in operating profit. 

 

Meanwhile, UNIQLO operations in Hong Kong and Taiwan reported greater 

falls in same-store sales than initially predicted on the warm winter effect, and 

the lower-than-expected sales resulted in a decline in operating profit. 

 



In South Korea, operating profit increased by a greater amount than planned. 

While colder weather in September and October generated strong sales of ultra 

light down and fleece items, unseasonal warm weather weakened demand for 

thermal clothing during the bumper sales month of November. Same-store sales 

declined to a level that was slightly below plan as a result of these factors, and 

also because the data was being compared to a strong quarter in the previous 

year. However, on the profit front, UNIQLO South Korea generated a higher-

than-expected rise in operating profit on strict discounting, and efficiency gains 

achieved through the use of RFID tags. 

 

UNIQLO Southeast Asia and Oceania generated large increases in both 

revenue and  profit, as expected. All markets continued to perform strongly and 

generate strong growth in same-store sales, but growth was especially notable 

in Indonesia and the Philippines. The popularity of the UNIQLO brand continued 

to rise in the Philippines with the opening of the region’s largest global flagship 

store in Manila in October.  



Within the North America region, UNIQLO USA  generated a large rise in 

operating profit, as expected, in the first quarter.  UNIQLO USA same-store sales 

rose to plan following a successful review of regional product mixes, with 

especially strong sales of cashmere sweaters and down ranges driving the gain. 

UNIQLA USA continued to report double-digit growth in online sales thanks to a 

broader offering of exclusive online sizes and online products, and an expansion 

of our instore pickup of online purchases service to all stores. On the profit front, 

UNIQLO USA generated a large profit gain on the back of strong sales, an 

improved gross profit margin, and an improved SG&A ratio. We are currently 

working to maintain that profitable first-quarter performance to help UNIQLO 

USA achieve a profit for the full financial year as well.  

 

UNIQLO Europe generated a large profit gain in the first quarter as expected. 

Overall same-store sales increased to plan, with strong sales from the Russian 

operation contributing heavily to the region’s large profit gain. Meanwhile, the 

previously strong French operation reported a flat result due to the warm winter 

effect and recent political instability. In terms of store numbers, UNIQLO Europe 

opened nine new stores in the three months from September to November 2018, 

including the first store in the Netherlands. 



Let me now move on to our low-priced GU casualwear brand. 

GU revenue increased by 7.7% in the first quarter to ¥65.4 billion, but 

operating profit declined slightly to ¥8.5 billion (-4.9%). However, both the 

revenue and operating profit results were roughly in line with expectations.  

 

GU same-store sales came in flat in the first quarter as expected. While sales 

started out strong in September, warm weather in October dampened 

demand and resulted in a decline in same-store sales. Same-store sales then 

picked up again in November and December, suggesting sales were moving 

onto a steady upward trend.  

 

From the Fall Winter season, GU revised its product lineup to focus on new 

mass trends, resumed TV advertising and strengthened its marketing 

strategy. All of these factors contributed to the recovery in sales.  

In the fall, sales of sweatwear and oversized knitted items proved strong. This 

budding strength was backed up by strong sales of insulated, down, and 

woolen outerwear, warm bottoms and corduroy bottoms as the weather 

gradually got colder. However, subsequent shortages in certain Fall items 

revealed some residual issues with the accuracy of our volume planning.  

 

On the profit front, GU’s gross profit margin declined 0.3 point year on year, 

but this result was slightly better than expected. That fall was due primarily to 

our decision to start running down excess inventory in a timely manner from 

the first quarter, rather than waiting until the second quarter as we did in the 

previous year.  

 

Finally, while GU’s SG&A expenses were within expectations in monetary 

terms in the first quarter, the SG&A ratio increased by 1.4 points as our 

decision to resume TV commercials increased advertising spend, and we 

invested more heavily in IT. 



Finally, let me go over performance for our Global Brands segment, which 

reported higher revenue but lower profit in the first quarter. Global Brands 

revenue increased 1.8% year on year to ¥40.7 billion, while operating profit 

shrank 9.9% to ¥2.7 billion.  

 

A larger-than-expected profit decline at our France-based Comptoir des 

Cotonniers fashion brand knocked Global Brands operating profit total slightly 

below target.   

 

However, looking at individual labels, the Theory contemporary fashion brand 

reported higher revenue and a sharp rise in operating profit in the first quarter, 

thanks to an especially strong performance from Theory USA and lower 

discounting losses. PLST sales expanded favorably, but the label reported a 

slight decline in operating profit on increased costs related to store expansion 

and the addition of 12 new stores during the three months to November 2018.  

 

Meanwhile, Comptoir des Cotonniers profits declined further than expected, 

forcing the operation to report a loss.  Our France-based Princesse tam.tam 

lingerie, homewear and swimwear brand, and our U.S. based J Brand premium 

denim label continued to report a loss.  



Next, I would like to take you through our balance sheet as it stood at the end 

of November 2018. 

 

Compared to the end of November 2017, total assets increased by ¥398.6 

billion to ¥2.0317 trillion.  

 

Total liabilities increased by ¥260.4 billion to ¥1.0504 trillion. 

 

Total equity increased by ¥138.2 billion to ¥981.2 billion. 

 

I will discuss the main components of the balance sheet in the next slide.  



Let me explain the factors underlying the ¥377.8 billion increase in current 

assets, which constitutes the largest share of total assets. 

 

First, cash and cash equivalents increased by ¥190.1 billion year on year to 

¥979.0 billion at the end of November 2018 on the back of increased cash 

generated by our ¥250.0 billion corporate bond issue in June 2018.  

 

Next, total inventory increased by ¥151.7 billion to ¥452.8 billion, but this figure 

included ¥58.0 billion resulting from a change in the timing of inventory 

recording at UNIQLO Japan and GU. If we strip out this impact, the end-

November year-on-year increase in inventory assets totaled a more modest 

¥93.7 billion.  

 

Breaking down the inventory total further, actual inventory assets at UNIQLO 

Japan increased by ¥48.4 billion, as the warm winter resulted in poor sales and 

increased inventory of warm clothing items. 

 

Inventory at UNIQLO International increased by ¥45.4 billion over the same 

period, due to an increase in total store numbers, and higher winter inventory 

stock generated primarily by our Greater China and South Korea operations 

during the warm winter.  



Looking next at our cash flow position for the first quarter of fiscal 2019. 

 

We reported a net cash inflow of ¥30.1 billion from operating activities, while cash 

used in investing activities totalled ¥31.1 billion, and cash used in financing 

activities totalled ¥27.1 billion. As a result, the balance of cash and cash 

equivalents stood at ¥979.0 billion at the end of November 2018. 



For the remainder of this presentation, I would like to focus on our business 

estimates for FY2019, or the twelve months from September 2018 through to the 

end of August 2019.  

 

As already discussed, while UNIQLO International exceeded expectations in the 

first quarter, UNIQLO Japan generated a lower-than-expected performance, 

resulting in consolidated revenue and operating profit figures that were both 

slightly below target.   

 

However, we have not made any changes to our initial business forecasts for 

FY2019 announced in October 2018. While we expect UNIQLO Japan will report 

a weaker-than-expected profit result for the first half, UNIQLO International profit 

is forecast to exceed expectations as the operation continues to generate strong 

results, and GU is expected to show a recovery trend.  

 

In terms of the assumed exchange rate of 1USD=111JPY for our finance 

income/cost, while the yen is currently on a strengthening trend, the future 

currency outlook remains unclear, and so we have not made any changes to the 

exchange rates used in calculating our full-year business estimates.  

 



Now, let me break down those full-year business estimates into individual 

business segments.  

 

Taking UNIQLO International first, operating profit exceeded expectations in the 

first quarter from September through November 2018.  

 

The individual operations most affected by the warm winter such as Greater 

China and South Korea are expected to increase discounting slightly to promote 

sales of Winter items in the second quarter. However, first-half operating profit is 

still expected to increase more than initially predicted. For the full business year, 

we predict continued significant gains in both revenue and profit.  

 

In terms of individual markets, we expect strong revenue and profits gains from 

Greater China, Southeast Asia & Oceania, and Europe for the full business year. 

South Korea is expected to report slightly higher revenue and profit, while the 

UNIQLO USA is predicted to move into the black. 

 

Turning next to UNIQLO Japan, which produced a lower-than-expected 

performance in the first quarter in the face of warm winter weather. Since then, 

December same-store sales have come in strong and the New Year bargain 

sales were extremely busy, with many customers visiting our stores. However, 

aggressive discounting over the holiday season in the wake of below-target first-

quarter sales is likely to result in a sharper fall in first-half operating profit than 

initially predicted.  

 

Once into the second half however, a decline in the cost of sales is expected to 

improve the gross profit margin. That along with further strict cost control is 

expected to help generate higher revenue and a sharp rise in profit in the second 

half. Overall, we are aiming for slight gains in both revenue and profit for the full 

financial year.  

 

 

 

 

 

 

 

 

 

 

 

 



Turning next go GU, which generated operating profit that was roughly in line 

with expectations in the first quarter. We believe our determined review of 

product mixes and our new focus on mass-trend products started to bear fruit in 

first quarter, and this helped support a nascent recovery in performance.  

 

In the second half, we expect GU revenue will continue to expand, GU gross 

profit margin will improve, and cost efficiencies will increase on the back of 

more efficient inventory systems and higher levels of productivity per man-hour. 

For the full year, we expect GU revenue will rise and profit will increase 

significantly. 

  

Looking finally at our estimates for the Global Brands segment for FY2019. 

While overall segment performance fell slightly short of target in the first 

quarter, we expect Global Brands will generate further revenue gains and a 

large increase in profit for the full business year, with both the Theory and PLST 

brands generating higher revenue and profit. The remaining labels in the Global 

Brands segment are forecast to report further losses.  

 

Finally, our dividend forecast for FY2019 remains unchanged at ¥480 yen, split 

evenly between interim and year-end dividends of ¥240 yen. 

 

That completes my presentation on Fast Retailing’s first-quarter performance 

and our outlook for the coming business year through August 2019. The 

remaining three slides are provided for your reference.  

 

Thank you.  








