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Presentation 

 

Naito: I am Naito of ARTNATURE INC. Now, we will commence the financial results briefing for the second 
quarter of the fiscal year ending March 2021. This should be presented on a face-to-face basis, but in light of 
the impact of the COVID-19, we will explain our status via video distribution this time as well. 

I will explain the overview of the results for the first half, and the outline of the plan for the second half. In 
the second half of the presentation, General Manager of the Management Planning Division, Mr. Honda, will 
explain the details of numerical figures. 

 

First, I will explain the overview of the financial results for the first half of the fiscal year. 

In the first half of the fiscal year, as shown at the top table above, both revenue and profit declined due to 
the significant impact of COVID-19. In the first quarter, which was from April to June, net sales decreased YoY. 
Regarding operating income, we posted a significant loss. But in the second quarter, which was from July to 
September, net sales gradually recovered, although it did not reach the previous year’s level, and operating 
income return to profitability. 

Progress rates against the full-year plan are shown in the right table. The table below shows net sales by 
business. Mr. Honda will explain details later. 
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In the slide on page three, I would like to explain a little more about the situation in the second quarter, which 
was from July to September. 

The bottom graph shows quarterly trends in net sales and operating income margin over the last three years. 
I explained earlier that in the first half of the fiscal year, both revenue and profit declined, and that the results 
for the second quarter did not reach the previous year's counterpart. 

Meanwhile, in the second quarter of the previous year, both net sales and operating income grew significantly 
due to special factors such as the last-minute surge in demand prior to the consumption tax hike. If we 
compare this year's net sales with the net sales of the fiscal year ended March 2019, which did not have such 
special factors, we can see that the net sales of this second quarter has recovered to almost the same level as 
the net sales for the fiscal year ended March 2019. 

The operating income margin was 14.7%, the second highest level since the second quarter of the previous 
year when there were special factors. In the current fiscal year, the impact of the COVID-19 will remain to a 
certain extent, but we feel that our performance is steadily recovering. 
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We continue to page four. This page shows our situation related to the COVID-19. 

The situation, up to the most recent, is as described in the blue arrows. Under the Declaration of State of 
Emergency for the period of April and May, the operation of our sales outlets and production plants was 
hindered, but operation has been almost normal since June, and has continued to this day. Delays in product 
delivery that occurred during the first half of the fiscal year are currently being resolved, and events are 
gradually resuming. The text in the green arrows indicate our prospects for November and onward. We will 
steadily implement the second half plan based on the plan that you are seeing. 
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Next, on page five, I will once again explain The New medium-term Management Plan, ARTNATURE Challenge 
Plan, which started with the fiscal year ending March 2021 as the first year. 

As described in the slide on the left side, the environment surrounding us is such that it is difficult to forecast 
the future, and we believe that this environment involves a variety of risks. In this environment, we will take 
on the challenge of further expanding our business areas while expanding existing business in order to 
establish the foundation for innovating ARTNATURE for the next generation. 

In this medium-term Management Plan, we have set the six key challenge measures described at the bottom 
center of the slide. We aim to achieve the ARTNATURE Challenge Plan by unifying the key challenge measures 
with employees. 
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For the three years of the ARTNATURE Challenge Plan, we have set milestone targets for each of the key 
challenge measures. In the current fiscal year, which is the first year of this plan, the main measures of 
Challenge 2020 are as described on the slide, and we will steadily implement these measures. 
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Next, on page seven, I will explain our initiatives in the second half of the fiscal year. 

The preconditions for the second half plan are described at the bottom left of the slide. Although the impact 
of the COVID-19 will continue, we do not anticipate an external environment in which a Declaration of State 
of Emergency will be issued. Based on this assumption, we will aim to rebuild our customer base in our existing 
business, and further expand the business we entered in the previous fiscal year as described at the bottom 
right of the slide. In addition, we intend to continue to manage expenses restrictively, and invest management 
resources through selection and concentration of investment. 

The graphs at the top of the slide show net sales and operating income. The graphs for the first half show the 
results for the period while the graphs in the red frames show the difference of the results between the first 
half and the full-year plan. As you can see, in the second half of the fiscal year, we plan to increase revenue 
and profit YoY. JPY21.3 billion, which was set as a net sales plan for the second half, may seem to be a slightly 
higher hurdle. However, considering the current environment, the development of future measures, and the 
current accumulation of orders from customers, we believe that the plan is fully achievable. 
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Finally, on page eight, I will explain the main management indicators and dividend policy for the three years 
of the Medium-term Management Plan. 

Our target for net sales for the fiscal year ending March 2023, which is the final year of the Medium-term 
Management Plan, is JPY44.2 billion. We aim to achieve an ordinary income margin of 8.7%, and an ROE of 
8.7%. In addition, regarding dividends, we continue to maintain our basic policy of striving to maintain a stable 
dividend. Based on this, we intend to maintain an interim dividend of 14 yen per share, and a year-end 
dividend of 14 yen per share. So, it is 28 yen per share for a full-year dividend for the current fiscal year.  We 
will continue to strive to make a profit margin and ROE double digits as early as possible, even a day earlier. 

I will conclude my explanation above. Thank you very much for your attention. 

Honda: I am Honda, the General Manager of the Management Planning Division. I will explain the details of 
the interim financial results and the outlook for the full fiscal year. 
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Please look at page 10. First, this is a summary of the consolidated profit and loss statement for the first half 
of the fiscal year under review. 

Net sales, the top line figure, was JPY14.7 billion, down 26.5% YoY. Cost of sales decreased 5.0% YoY to JPY5.7 
billion. As shown in the major factors behind column on the right, the cost of sales ratio rose 8.7 percentage 
points from 29.9% to 38.6%. The reason for this is the change in the sales mix due to the decrease in revenue. 
Within the cost of sales ratio, the stylist personnel cost ratio rose 6.7 percentage points. This increased 
because even though net sales declined, the personnel expenses have a strong element of fixed costs. As a 
result, gross profit was JPY9 billion, down 35.7% YoY. 

Next is on SG&A expenses, which amounted to JPY9.6 billion, down 13.7% YoY. SG&A ratio rose 9.7 percentage 
points YoY from 55.7% to 65.4%. The main reason for this was a decrease in revenues, just like the reason for 
cost of sales ratio. As a result, operating loss was JPY500 million, down JPY3.4 billion YoY. Ordinary loss was 
JPY400 million, down JPY3.3 billion YoY. Net loss was JPY400 million, down JPY2.3 billion YoY. 

Finally, the cumulative amount of capital investment was JPY400 million, down JPY100 million YoY. Major 
breakdowns are described in the major factors behind column on the right. 
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Next, on page 11, I will explain the performance trends for the first half and full year. 

This graph shows trends in net sales and operating income for the first half and the full year for the last 10 
years. For the first half of the fiscal year, as you can see, both net sales and operating income declined, 
resulting in an operating loss. However, as you can see in the full-year plan, we expect operating income of 
JPY700 million. As explained earlier by Mr. Naito, our business performance is on a recovery trend and we 
believe it is fully achievable. 
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On page 12, I will explain the factors behind changes in consolidated ordinary income. 

The orange portions on the left indicate positive factors for profits. They increased JPY1.7 billion due to the 
curtailment of expenses including advertising expenses. The purple portions on the right indicate negative 
factors for profits. They declined JPY4.7 billion mainly due to a decrease in net sales. As a result, ordinary loss 
was JPY400 million, down JPY 3.3 billion YoY. 
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Page 13 shows monthly sales trends for major products. 

This graph is a summary of YoY percentage change in sales of major products for the last three years from 
monthly sales information, which is disclosed every month. The red line indicates the figure for the current 
fiscal year. The blue line indicates the figure for the previous fiscal year. The green line indicates the figure for 
the fiscal year ended March 2019. Annual cumulative amounts are shown in the top right table. It is difficult 
to grasp the performance trend for the previous fiscal year due to the last-minute surge in demand following 
the consumption tax hike. However, since April onward, sales of products for both men and ladies have been 
increasing every month. 
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Page 14 shows trends in the total number of customers visiting our stores on a monthly basis. 

This graph is also compiled by collecting the total number of customers visiting our stores, which we disclose 
every month. The descriptions for years and colors are the same as those in the previous page. At the start of 
April, the number of customers visiting our stores dropped significantly, but the number has now recovered 
to a level of more than 90% YoY. Annual cumulative amounts are shown in the top right table. 
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Page 15 shows sales trends by gender. 

Men's net sales was JPY8.7 billion, down 24.5% YoY. Ladies net sales was JPY5.2 billion, down 33.4% YoY. 
Other sales amounted to JPY700 million, up 24.6% YoY. For details, I will explain in the following pages. The 
pie chart at the bottom right shows the ratio of men and ladies to sales. In the fiscal year under review, the 
ratio of men was 62.3%, and that of ladies was 37.7%, respectively. As can be seen from the trend in the 
monthly total number of customers visiting on the previous page, the ratio of man customers increased by 3 
percentage points YoY because fewer lady customers visited our stores in the current fiscal year. 
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Page 16 shows net sales by product and service on a non-consolidated basis. After this, you will see it 
separately for men and ladies, but I will explain the whole picture first. 

As you can see, net sales declined in all categories except other products in the second quarter. We believe 
that this is due, not only to the impact of the COVID-19, but also in part to the fact that we recorded the best 
performance in the previous fiscal since we were listed. Regarding main items, the total net sales of custom-
made wigs declined JPY4.3 billion YoY. The total net sales of hair addition products declined JPY700 million 
YoY. The total net sales of styling service declined JPY100 million YoY. The total net sales of others increased 
JPY200 million YoY, which was due to strong mail order sales in response to demand from staying home 
customers. 
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Page 17 shows sales by product and service in the men’s business on a non-consolidated basis. 

Net sales of all products and services shown at the bottom declined YoY for both new customers and repeat 
business, and also the total figure declined 24.5% YoY. By product, the YoY decline in net sales of custom-
made wigs was the largest, and hair addition products also posted a decrease YoY. However, new orders for 
custom-made wigs, and hair addition products surpassed the figures of our plan. The repeat business for 
custom-made wigs also remained largely in line with the plan. 
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Page 18 shows sales by product and service in the ladies' business on a non-consolidated basis. 

Net sales of all products and services shown at the bottom declined YoY in all categories. The total figure also 
declined 37.4% YoY. By product, net sales of custom-made wigs declined most significantly YoY, and net sales 
of hair addition products and JULLIA OLGER declined YoY. However, even though the net sales of the repeat 
business for hair addition products was lower than the figure of our plan, the net sales of custom-made wigs, 
hair addition products, and JULLIA OLGER are developing above the figures of the plan. 
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Page 19 shows net sales plan for men’s business and ladies’ business in total by product and service on a non-
consolidated basis. After this, you will see it separately for men's and ladies, but I will explain the whole picture 
first. 

As you can see, our mainstay custom-made wigs are in a sluggish state of progress against the full-year plan. 
However, the results of this section for the second quarter were largely in line with the plan, and we believe 
that the plan is fully achievable given the accumulation of orders as of now and the development of future 
measures. In addition, we believe that the plan is fully achievable for hair addition products and JULLIA OLGER 
as the number of customer visiting is returning. 
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Page 20 shows net sales plan for men’s business by product and service on a non-consolidated basis. 

As explained on page 19, we believe that we can fully achieve the plan for custom-made wigs. The progress 
of hair addition products has reached 43.2% of the full-year plan. As the total number of customers visiting 
our stores has recovered to the previous year's level, we intend to take a firm look at the full-year plan. In the 
men's business as a whole, we aim to recover the decline in the first half of the fiscal year and achieve net 
sales of JPY21.5 billion YoY, minus 3.6% YoY. 
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Page 21 shows net sales plan for ladies’ business by product and service on a non-consolidated basis. 

As explained on page 19, we believe that we can fully achieve the plan for custom-made wigs. The progress 
of hair addition products has reached 43.5% of the full-year plan, and we intend to firmly grasp the full-year 
plan as the number of customers visiting our stores recovers. The progress of JULLIA OLGER has reached 33.9% 
of the full-year plan. The current number of customers visiting our stores is returning to the level of the 
previous fiscal year. We aim to achieve the full-year plan. As in the men's business, for the ladies’ business, 
we aim to recover the decline in the first half and achieve net sales of JPY11.7 billion YoY, minus 22.3% YoY. 
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Page 22 shows our consolidated full-year earnings plan, but there are no changes from the timely disclosure 
of September 15. 

The plan for net sales, the figure on the top line, is JPY36.1 billion, minus 8.4% YoY. We aim to achieve the 
target by redeveloping our existing business and expanding the foundations of each business that we 
incorporated in the previous fiscal year. SG&A expense is JPY 22.8 billion, minus 6.0% YoY. The breakdown of 
SG&A expenses is as shown. As a result, operating income to be JPY700 million, minus 73.5% YoY. Despite the 
impact of the COVID-19, we believe that it is fully possible to return from a loss in the second quarter to a 
profit for the full fiscal year. Items followed by ordinary income are as shown. 
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Finally, on page 23, I will explain our response to the COVID-19. 

Mr. Naito explained the Company's sales and production systems, and we have formulated a basic policy that 
prioritizes the lives and safety of customers, employees, business partners, and others in order to prevent the 
spread of the COVID-19, and we are implementing a variety of measures. 
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Especially in our stores, as described on page 24, we have been further strengthening and enhancing various 
hygiene controls since the current fiscal year so that customers can visit our stores with a sense of security as 
much as possible. We will continue to strive to thoroughly implement and strengthen hygiene management 
in the future. 

I will finish my explanation above. Thank you very much for your attention. 

[END] 

______________ 
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forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
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