I am Takeshi Okazaki, Group Executive Vice President and CFO at Fast
Retailing.
Today, I would like to run through our consolidated business performance for
the third quarter of fiscal 2019, or the nine months from September 2018
through May 2019, and our estimates for the full business year through
August 2019.

The Fast Retailing Group achieved a record performance over the nine months
through May 2019 by generating rises in both revenue and profit that were in
line with our expectations.
For the three months from March to May 2019, the Group reported increases in
both revenue and profit that were roughly in line with our latest estimates.
Consolidated revenue rose 7.3% year on year to ¥555.1 billion, business profit,
an indicator of fundamental corporate profitability, expanded by 9.8% to ¥77.2
billion, and operating profit increased by 9.3% to ¥74.7 billion.

Here, I would like to talk about the main factors affecting consolidated profit in
the nine months to May 2019.
Consolidated revenue expanded by ¥118.7 billion year on year to ¥1.8228
trillion in the first nine months of the current business year on the back of
considerable revenue increases from both our UNIQLO International operation
and our fashion-fun, low-priced GU casualwear brand.
The consolidated gross profit margin declined 0.9 point to 49.0% in the first nine
months. Breaking that figure down, while the gross profit margin at GU
improved 4.9 points, the gross profit margin contracted 2.4 points at UNIQLO
Japan, and 0.7 point at UNIQLO International.
The consolidated SG&A ratio increased 0.1 point to 35.2%. While the ratio
decreased 0.3 point at GU and 0.1 point at UNIQLO International, it increased
0.9 point at UNIQLO Japan.
Meanwhile, consolidated business profit declined 0.7% to ¥250.5 billion.
The net amount of other income/expenses stood at minus ¥2.8 billion, a great
improvement on the previous year’s minus ¥13.4 billion.
As a result of the above factors, operating profit increased by 3.7% year on year
to ¥247.6 billion.

Moving on to look at finance income/costs, we reported a net finance loss of
¥0.4 billion in the first nine months of fiscal 2019.
As a result, profit before income taxes increased by 4.1% to ¥247.2 billion,
and profit attributable to the owners of the parent increased by 7.0% to
¥158.6 billion.

Slide 6 displays the breakdown of performance by Group operation. I will
explain the factors affecting each individual business segment in more detail
in the subsequent slides.

Let’s look first at UNIQLO Japan. UNIQLO Japan reported declines in both revenue
and profit in the third quarter, with revenue contracting 0.5% year on year to ¥209.7
billion and operating profit declining by 7.5% to ¥28.9 billion.
This performance was roughly in line with our estimates, because, when we compiled
them, we already knew that the third-quarter performance would be compared to a
strong result in the third quarter of fiscal 2018, and that we were planning to defer our
hallmark UNIQLO anniversary sale, which traditionally takes place in May, until the
month of June.

UNIQLO Japan same-store sales declined 0.1% year on year in the third quarter.
This was roughly in line with our expectations.
Sales of sweat wear, UV-cut items, leggings, T-shirts and other ranges were
consistently strong over the third quarter.
However, same-store sales in the traditionally bumper month of May declined
following our decision to push back three of the four days of the UNIQLO
anniversary sale into June, and that was the reason for the slight contraction in
third-quarter same-store sales.
Online sales expanded by 16.1% year on year to ¥19.0 billion in the March-to-May
quarter. While the pace of growth was lower than in previous quarters owing to our
decision to defer the anniversary sale, the rise in online sales was still favorable
and largely in line with our recent estimates. In the third quarter, the proportion of
online sales to total sales rose from 7.8% to 9.1%.
Same-store sales in June expanded 27.3% year on year. That figure includes a
very healthy 70% rise in online sales. June sales were buoyed by the holding of
the UNIQLO anniversary sale in that month, and strong sales of Summer ranges.

Looking next at business margins for UNIQLO Japan, the gross profit margin,
declined by 0.3 point year on year in the third quarter of fiscal 2019 to 48.9%.
This level was slightly lower than expected.
The cost of sales improved after internal yen exchange rates started to
strengthen from the spring.
However, we did conduct stronger-than-expected discounting in the third
quarter as we further strengthened our drive to bring our inventory down to ideal
levels from the spring, and we decided to run down our stock of specific Spring
Summer items that were not selling well earlier than usual.
While the third-quarter gross profit margin did decline year on year due to the
above factors, we were able to successfully reduce inventory levels to a
healthier level by the end of May and reduce inventory in monetary terms as
well.

Moving on to look at the SG&A ratio for the third quarter. While the SG&A ratio increased
0.7 point year on year to 35.0%, we were able to reduce SG&A expenses slightly more
than planned in monetary terms.
The SG&A ratio rose year on year primarily due to higher distribution costs, and the impact
of our decision to defer the UNIQLO anniversary sale.
Various factors contributed to the 0.5 point increase in the third-quarter distribution cost
ratio. Inventory of Winter ranges stood at a higher level at the end of the first half in
February compared to the previous year. We conducted more discounting of Spring
Summer ranges, which resulted in a higher volume of products for delivery dispatch, and a
larger rise in warehousing and distribution costs than we initially anticipated. On the ecommerce front, delivery costs for online purchases rose in line with rising sales in the
third quarter. However, our drive to boost efficiency through the automation of our Ariake
warehouse helped reduce the average delivery cost per item.
The advertising & promotion cost ratio rose 0.4 point in the third quarter. This was due
primarily to stronger marketing, such as the distribution of advertising flyers and airing of
TV ads over the Golden Week holiday in May, which spanned an unusually long ten-day
period in 2019.

Meanwhile, the personnel cost ratio declined 0.2 point year on year. This was due to
improvements in instore processes generated by the greater use of RFID tags and
changes in other processes, which helped improve store productivity.

I would now like to move on to explain third-quarter results for our UNIQLO
International operation.
In the three months from March to May 2019, UNIQLO International generated rises in
both revenue and profit that were in line with our forecasts, with revenue expanding by
15.3% year on year and operating profit increasing by 14.9%.
On the profit front, the gross profit margin declined 1.2 points to a level that was
slightly lower than expected. This was partly due to the fact that the data was being
compared to a strong previous year, and to greater discounting following our decision
to start running down excess stock of slow-moving Spring Summer items earlier than
usual. Meanwhile, the SG&A ratio declined 1.1 points. In fact, we were able to reduce
SG&A expenses further than expected in both monetary and ratio terms thanks to
stronger cost controls across all the regional operations, and improvements in instore
productivity.

Looking at individual markets, the UNIQLO Greater China and UNIQLO Southeast
Asia & Oceania operations achieved stronger-than-expected results, by reporting
double-digit growth in both revenue and profit. These two regions were the key drivers
of third-quarter UNIQLO International growth.
UNIQLO South Korea profit declined slightly in comparison to the strong third-quarter
period in the previous year. Profit also declined at UNIQLO Europe on the back of
unseasonal weather and an uncertain political environment.
UNIQLO USA reported a lower operating loss, but overall performance was lower
than expected.
I will explain the performance of each individual operation within the UNIQLO
International segment in more detail in the next few slides.

Let’s look at the Greater China operation first, which incorporates performance
from Mainland China, Hong Kong and Taiwan. While third-quarter profit declined
in Hong Kong and Taiwan, Mainland China performed more strongly than we had
expected by generating further double-digit growth in both revenue and profit.
Our Mainland China operation continued to perform strongly and exceed
expectations, generating a more than 20% year-on-year rise in profit. Same-store
sales, which do not include online sales, increased further than expected and
revenue continued its upward trend. Sales of UV-cut items, UT T-shirts, jogging
pants and other Summer ranges proved strong in the third quarter. Online sales
also continued strong, expanding approximately 30% year on year. On the profit
front, the gross profit margin improved slightly, and the SG&A ratio also improved
on the back of strong sales.
Turning next at South Korea. That market fell short of plan in the third quarter and
reported a slight decline in profit. Same-store sales declined on the back of
consistently cool weather in March and April. The gross profit margin contracted
on the back of lower-than-expected sales and stronger discounting of Spring
inventory, and also because the data were being compared to a strong quarter in
the previous year.

Moving on next to the Southeast Asia and Oceania region, which exceeded our
expectations by reporting a double-digit year-on-year increase in both revenue and
profit. The double digit-rise in the region’s same-store sales also outstripped our
forecasts, with Summer range T-shirts, polo shirts and short pants all selling strongly.
Within the region, the strong performances from Thailand and Indonesia far exceeded
our expectations. On the profit front, the gross profit margin dipped partly because it
was being compared to an extremely strong quarter in the previous year, and partly
because of an early rundown of excess Spring Summer inventory. The SG&A ratio,
however, improved on the back of higher sales per store, and effective cost-cutting
drives.
In North America, while UNIQLO USA managed to reduce its operating losses over
the three months to May, the operation’s overall performance did fall short of plan.
Same-store sales came in below expectations by posting a decline after unusually
cool weather resulted in sluggish sales of Spring Summer ranges. Having said that,
online sales continued to exhibit strong double-digit growth, raising the online portion
of total sales to over 20%. The addition of four new stores raised the total number of
UNIQLO stores in the United States to 51, and, owing to that increase, overall
revenue actually increased in the third-quarter. On the profit front, the SG&A ratio
declined thanks to effective cost-cutting efforts.
Finally, looking at our European operation, UNIQLO Europe revenue increased, but
operating profit fell short of plan by recording a year-on-year decline. That fall in
operating profit was due largely to unseasonal weather and political uncertainty in
France, the United Kingdom, Germany and other locations, which dampened sales of
Spring Summer ranges. However, our Russian operation continued to perform
strongly by reporting double-digit growth in same-store sales, and higher operating
profit.

Next, I would like to talk about third-quarter performance at our GU brand. GU
revenue expanded by 12.1% in the three months to May 2019, while operating profit
expanded by an impressive 105.8%. That doubling in operating profit was stronger
than we had expected. The 74.5% year-on-year gain in operating profit for the nine
months to May represents a significant ongoing recovery in profit.
As expected, same-store sales continued on a rising trend in the third quarter as we
concentrated the number of Spring Summer product items and continued to focus our
product mix on mass trend fashion. Of particular note, trendy oversized T-shirts and
sweat wear proved stronger hits than we had originally anticipated by achieving sales
of several million units each. In addition, dresses, skirts, marshmallow court shoes,
and sandals all sold well.
On the profit front, the gross profit margin improved by an impressive 8.0 points year
on year. This was due to a more favorable cost of sales, lower discounting, and a
comparison to a fairly low margin in the previous year. The considerable
improvement in cost of sales was achieved by submitting orders early and purchasing
aggregate materials. Discounting rates were kept low by ensuring the rundown of
Winter inventory was completed by the end of February, which paved the way for a
favorable launch of Spring ranges, and also thanks to strong sales across the March-toMay quarter.

Finally, let me run through performance for the Global Brands segment. In the three
months to May 2019, Global Brands reported declines in both revenue and profit,
with revenue declining 1.1% year on year and operating profit contracting 29.0%.
Both the revenue and profit figures fell short of plan.
Looking at individual labels within the Global Brands segment, Theory reported a
rise in revenue, but a flat operating profit performance that was slightly lower than
expected. This was due to unseasonal cool weather during the quarter, which
resulted in sluggish sales of Spring items, and wider subsequent discounting.
The PLST brand reported higher revenue and a slight gain in operating profit, with
sales of women’s jackets and pants proving strong in the third quarter.
Finally, our France-based Comptoir des Cotonniers and Princesse tam.tam labels
reported wider-than-expected losses after continued sluggish sales resulted in
increased subsequent discounting.

This slide 16 shows the condition of our balance sheet as it stood at the end of
May 2019.
I will give you a more detailed rundown of that content in the next slide.

Let me list here the factors underlying the ¥307.1 billion increase in current assets,
which constitutes the largest share of total assets.
First, cash and cash equivalents increased by ¥246.7 billion year on year. This total
included the repayment of ¥30.0 billion in corporate bonds in December 2018, the
issuance of ¥250.0 billion in corporate bonds in June 2018, and a higher operating
cash flow.
Next, total inventory assets increased by ¥40.8 billion year on year, but this figure
included ¥59.5 billion resulting from a change in the timing of inventory recording at
UNIQLO Japan and GU, which was implemented at the end of fiscal 2018. If we strip
out that impact, inventory assets at the end-May 2019 actually decreased year-onyear by ¥18.7 billion.
Breaking down this decline in inventory assets by business segment, inventory at
UNIQLO Japan decreased ¥4.6 billion, inventory at UNIQLO International fell ¥7.3
billion, GU inventory declined ¥5.6 billion, and Global Brands declined by ¥1.2 billion.
The end-May 2019 inventory total for our entire UNIQLO operation declined as we
further strengthened efforts from spring onwards to attain ideal inventory levels by
instigating an early rundown of slow-selling Spring Summer items.
GU inventory management improved against a backdrop of buoyant sales and early
offloading of excess inventory.

Looking next at our cash flow position over the first nine months of fiscal 2019.
We reported a net cash inflow of ¥286.2 billion from operating activities, while
cash used in investing activities totalled ¥73.5 billion, and cash used in financing
activities totalled ¥94.7 billion. As a result, the balance of cash and cash
equivalents stood at ¥1.1050 trillion at the end of May 2019.

Let me now explain our business estimates for fiscal 2019, or the twelve months
from September 2018 through to the end of August 2019.
We expect to achieve a record performance in fiscal 2019 by generating full-year
consolidated revenue of ¥2.3000 trillion, operating profit of ¥260.0 and profit
attributable to owners of the parent of ¥165.0 billion.
Over the nine months through May 2019, UNIQLO Japan and UNIQLO
International achieved results that were roughly in line with our estimates. While
Global Brands performance fell short of plan, the GU operation exceeded our
forecasts, producing an overall result on a consolidated basis that was broadly in
line with expectations.
For these reasons, we have made no changes to our most recent full-year
business estimates announced in April. However, given the unclear foreign
exchange outlook, we have changed the exchange rate used in assumptions for
finance income and costs to the end-May exchange rate of 1USD=109.4JPY.

Finally, let me break down those full-year forecasts by business segment.
Looking first at UNIQLO International, we expect that segment will generate large gains in both revenue
and profit in the fourth quarter. Within the UNIQLO International segment, we expect Greater China and
Southeast Asia & Oceania will generate strong fourth-quarter revenue and profit gains. While market
conditions in South Korea remain unclear, at this point in time, we are expecting UNIQLO South Korea
to generate slight rises in both revenue and profit in the fourth quarter. Meanwhile, given the still smallscale nature of the current European operation, we expect UNIQLO Europe will report a loss in the
fourth quarter, but that loss will be of a smaller magnitude than in the previous year. In North America,
UNIQLO USA is forecast to report a shrinking operating loss in the fourth quarter. However, owing to the
weaker-than-expected performance in the third quarter, we expect that operation will report a slight loss
for the full business year.
Taking into account the above estimates, we forecast UNIQLO International will generate large secondhalf and full-year rises in both revenue and profit.
Turning next to UNIQLO Japan, we expect that segment will generate considerable increases in both
revenue and profit in the fourth quarter. Sales and operating profit will rise sharply in June compared to
the previous year thanks to the holding of the deferred UNIQLO anniversary sale during that month. In
addition, by adjusting prices of slow-moving Spring Summer items early, we expect to be able to reduce
discount sales on excess inventory, and significantly improve the gross profit margin in the fourth
quarter.
We also anticipate a significant decline in the fourth-quarter SG&A ratio, as higher sales generated by
the anniversary sale help reduce the SG&A-to revenue-ratio. In addition, we anticipate the use of RFID
tags will increase instore productivity, and we also expect to be able to reduce outsourcing costs.
Finally, this year’s fourth-quarter data will be compared to a weak performance in the previous year
when UNIQLO Japan recorded an operating loss following sluggish sales of Spring Summer ranges.
Against that background, UNIQLO Japan will likely record a significant year-on-year rise in profit in the
fourth quarter.
Taking all of these factors into account, we expect UNIQLO Japan will generate significant gains in
revenue and profit in the second half of fiscal 2019. However, given the large decline in first-half profit,
we expect the operation will achieve a rise in revenue but a decline on profit for the full business year.

Let us now turn to our expectations for GU. We predict GU will continue to
experience a strong sales trend, and profitability will improve considerably in the
fourth quarter.
June same-store sales increased on strong sales of Summer items. We expect the
gross profit margin will improve significantly in the fourth-quarter, in the same way
as it did in the third quarter. As a result, we forecast GU will generate large revenue
and profit gains to attain a record performance in the full business year through
August 2019.
As for our fourth business segment, we expect Global Brands will generate gains in
both revenue and profit in the fourth quarter. For the full-year, we forecast sales will
come in flat, but operating profit will rise in comparison to the previous year when
the segment recorded significant impairment losses.
Before I close, I would like to reiterate our intended dividend payment schedule for
the business year. In addition to the interim dividend of ¥240 per share that has
already been paid, we are also expecting to pay a year-end dividend of ¥240 per
share. That would bring the expected annual dividend for fiscal 2019 to ¥480, which
would represent a ¥40 increase in the full-year dividend.
That completes my presentation on Fast Retailing’s performance for the nine
months through the end of May 2019, and our outlook for the full business year
through August 2019. The remaining three slides are provided for your reference.
Thank you.

