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Presentation 

 

Noshita: Hello, everyone. We are pleased to present the Q2 Financial Results Briefing for the Fiscal Year Ending 
March 2023 of ARTNATURE INC. Thank you very much for your participation today. 

Now, without further ado, I would like to introduce today's attendees. 

Mr. Isao Naito, Managing Director. 

Naito: My name is Naito of ARTNATURE. Thank you for your participation today. 

Noshita: And Mr. Toshio Honda, Senior Corporate Officer, General Manager of Management Planning Division. 

Honda: My name is Honda from ARTNATURE INC. Thank you for your participation today. 

Noshita: My name is Noshita, and I am the moderator for today's meeting. Appreciate your kind cooperation 
until the end. 

Now today's agenda will start with Managing Director Naito, who will give an overview of the financial results 
for H1 of the fiscal year ending March 31, 2023, and the forecast for H2. Followed by an explanation of the 
financial results for Q2 of the fiscal year ending March 31, 2023, and the outlook for the full year by General 
Manager Honda. We will then move on to the question-and-answer session. We would appreciate your candid 
comments as well. 

I would now like to shift to the explanation of the financial results. 

Managing Director Naito, if you would kindly begin. 
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Naito: Once again, my name is Naito from ARTNATURE INC. Thank you very much for taking time out of your 
busy schedules to participate in the presentation of our financial results today. 

Now, let me begin the briefing. Firstly, let me get the ball rolling with an overview of the H1 financial results, 
followed by an outline of H2. 

Please turn to page two, an explanation of the highlights of the H1 financial results. 

The table on the top of the slide. Results for H1 of the fiscal year as shown in the second column from the left. 
Net sales increased compared with the same period of the previous year. Operating income also exceeded 
the annual plan. 

The graph at the bottom shows quarterly changes in net sales and operating profit margins. In Q1 of the 
current fiscal year, sales of women's custom-made wigs and FEELIN products were very strong, and sales 
increased significantly compared to the previous year due to the delivery of more products than in the 
previous year. Operating income also increased, mainly due to the increase in sales, and the operating profit 
margin was 11.8%. 

In Q2, supported by continued strong orders, we were able to achieve YoY increases in net sales and a profit 
margin of 10.5%. 

Honda will explain the details later. 
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Continuing on page three is a table summarizing the key measures for H1 of this fiscal year. 

The current fiscal year is positioned as the final year of the medium-term management plan, ARTNATURE's 
Challenge Plan. 

As you can see on the lower left side of the slide, Challenge 2022 is a plan to expand existing businesses stably 
while at the same time stepping into new areas of business. 

Unfortunately, we have no concrete information to present regarding the development of new business areas, 
but we have been able to achieve stable growth in existing businesses, both men's and women's wear. 
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Page four. Let's take a look at the men's department 

In summary, as shown at the top, both orders and sales were generally in line with the initial plan. 

In the men's business, we have struggled to attract new customers in the past, but in H1, we were able to 
increase the number of wig customers thanks to attractive new products, promotions centering on wigs, and 
proposals by our front-line staff. 

This increase in new customers is expected to lead to repeat sales in the men's department in the coming year 
and beyond. 
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We will now look at H1 in the ladies' department. 

The graph at the top shows our sales for the most recent seven years. In H1, we recorded the highest net sales 
in the ladies' business since the Company was listed on the stock exchange. 

This was mainly due to continued strong sales of the made-to-order wig FEELIN, which was launched last year. 
The product FEELIN is a wig that does not use pins like in conventional wigs. We believe that our customers 
have highly praised this pinless attachment method of the FEELIN wigs. 

We believe that we were able to stimulate this demand by eliminating the concerns of customers who thought 
it would be difficult to wear a wig until they actually held it in their hands. 
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Continuing on to page six is a summarization of the initiatives towards the growth of the ladies' business, with 
the exception of new products. 

At the Top Under Store in Ginza, where popular brands from around the world line up, we were able to open 
a new store that offers custom-made wigs, ready-made wigs, and a variety of hair care items. 

In addition, to further enhance the recognition of ARTNATURE’s wigs, we adopted the commercial character 
of Ladies' ARTNATURE for JULLIA OLGER, our ready-made wig brand, to unify the characters. 

As noted on the slide, other initiatives are underway to further develop the ladies' business. 
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On page seven, I will discuss a bit about our full-year plan for FY2023. 

When we announced our financial results on October 28, we simultaneously announced a revision to our full-
year earnings forecast. 

The top graph shows net sales on the left and operating income on the right, with the actual results for H1 
and the revised full-year plan for H2 minus the H1 results, outlined in the red boxes. 

As for the net sales on the left, we plan to increase sales in H2 compared to H1 and also compared to the 
previous year. 

On the other hand, operating income on the right side is projected to grow slightly slower. The reason for the 
decrease in operating income in H2 is due to external factors, such as the impact of foreign exchange rates, 
and internal factors, such as the concentrated investment of management resources, which were 
incorporated into the plan. 
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The eighth page will be the last page for my explanation of the primary management indicators and dividend 
policy in the medium-term management plan. 

Net sales, ordinary income margin, and ROE for the fiscal year ending March 31, 2023, the final year of the 
medium-term management plan, are shown on the far right of the graph at the top. 

Both the bar and line graphs here reflect the revised plan. The ordinary income margin, which was 5.1% before 
the revision, has been revised upward to 7.3%, and the ROE has been revised upward from 4.7% to 6.8%. 

As for dividends, based on our basic policy of maintaining stable dividends, we intend to pay an interim 
dividend of JPY14 and a year-end dividend of JPY14, for a total dividend of JPY28 for the full year. 

The entire company will continue to work together to achieve our goal of double-digit profitability and ROE 
as soon as possible. 

This concludes my explanation. 

General Manager of Management Planning Division, Honda, will continue with a detailed explanation of the 
financial results. 
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Honda: Once again, my name is Honda from ARTNATURE. 

Let me now begin. 

Page 10 summarizes the Q2 results of the fiscal year ending March 31, 2023, and the consolidated income 
statement. 

As you can see, net sales increased in Q2. Net sales increased 10.1%, totaling to JPY21.2 billion, operating 
income increased 51.9%, totaling to JPY2.3 billion, and operating margin was 11.1%. The cost of sales 
decreased by 0.7 percentage points to JPY6.7 billion due to sales expansion. 

Stylist labor costs have a fixed solid cost component, and the stylist labor cost ratio decreased by 1.6 
percentage points due to sales expansion, while the cost of product ratio increased by 0.8 percentage points 
due to the deprecation of the Japanese yen and higher prices of commodities. The cost to income ratio 
decreased. 

SG&A expenses were JPY12.1 billion, higher than in the same period last year in almost all expense categories. 
In addition, HR expenses increased by 4.3% due to the strengthening of headcount. 

The bottom row CapEx increased by JPY0.09 billion YoY totaling to JPY690 million. 
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Page 11 shows the consolidated H1 and full-year results. 

As you can see, both sales and operating income have steadily recovered since COVID-19. 
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Page 12 shows the factors for changes in the consolidated ordinary income for Q2 of the fiscal year ending 
March 31, 2023. 

The orange area on the left are the positive factors for profit. The purple area on the right are the negative 
factors for profit. 

Mainly due to the increase in sales, gross profit increased by JPY1.4 billion YoY, and expenses overall increased 
by JPY0.7 billion YoY, resulting in an ordinary income of JPY2.3 billion, an increase of JPY0.8 billion YoY. 
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Page 13 shows monthly sales trends for significant products. 

The following table shows the sales of primary products for the past three years as compared to the same 
period of the previous year from the monthly sales data disclosed every month. The red line shows the current 
period, the blue line indicates the previous period, and the green line shows the previous two periods, so you 
can see the approximate trend as such. 

As shown in the table at the top right, the average and primary product sales for H1, men and ladies, 
accounted for 105.4% and 125.3% of total sales, respectively, this quarter. The increase in the number for 
ladies is due to strong sales of the FEELIN series. 
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Page 14 shows the monthly total numbers for customer traffic. 

The following table shows the number of customers who visited our stores in the past three years. The graphs 
are similar to the previous slide. 

As shown in the table at the top right, the average demographic of customers who visited the store were 
99.7% male, and 106.5% were female this quarter. We believe the increase in the number of women is due 
to the absence of the state of emergency this quarter and the receding mood of curtailment of outings in 
society as a whole. 
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Page 15 shows the consolidated sales trends by segment. 

The breakdown is as shown. Details are explained on the next page and beyond. 

As shown in the table above, sales in the ladies' business were up 18% YoY due to the strong performance of 
the FEELIN series. 
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Page 16 shows the non-consolidated total sales by product & services. 

The bottom row shows that all product services achieved higher revenues in all segments, exceeding the 
original plan. 

In the top row, under the segments, all product & services, new customers of made-to-order wigs, the 
Company's main product line, increased significantly, up 55.3%. 
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Page 17 is the non-consolidated sales by product & services in the men's business. 

As you can see, there was a significant increase in the new customers' custom-made wigs, up 42.6%. 

At the bottom, the total under all product & services increased 4.3%, totaling to JPY11.5 billion. 
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Page 18 is the non-consolidated sales by product & services in the ladies' business. 

As you can see, as with the men's business on the previous page, there was a significant increase in the new 
customers' custom-made wigs at 57.6%. 

New customers under hair addition products decreased significantly by 48.1%, but this was due to the impact 
of promotions and such. New customers were more likely to choose wigs instead of hair extensions, which 
the Company considers a good trend. The JULLIA OLGER increased 21.2% this quarter due to the effect easing 
of COVID-19 had on the business, which was affected by the declaration of a state of emergency and other 
factors in the previous quarter. 

At the bottom, the total under all product & services increased 19.2%, totaling to JPY8.3 billion. 
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Page 19 is a revision of the full-year earnings forecast for the fiscal year ending March 31, 2023. 

On October 28, 2022, we upwardly revised our full-year forecasts for the fiscal year ending March 31, 2023, 
and now expect an increase in both sales and profit. 

We aim to achieve net sales of JPY42.8 billion, exceeding the record high of JPY41.2 billion in the fiscal year 
ended March 31, 2016, and an operating income of JPY3.1 billion, an increase of JPY100 million from the 
previous fiscal year. The breakdown is explained on the next page. 
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Page 20 shows the non-consolidated/total sales forecast by product & services for both the men's and ladies’ 
businesses. 

As you can see, we aim to achieve a total of JPY41.2 billion, up 5.9% from the previous year. The Company 
plans to revive its hair-growth services business with hair-addition products and to expand its business mainly 
in the area of custom-made wigs. 
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Page 21 is the sales forecast by product and service for the men's business. 

As you can see, we aim to achieve a total of JPY23.1 billion, up 2.2% from the previous year. 
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Page 22 is the sales forecast by product and service for the ladies' business. 

As you can also see here, we aim to achieve a total of JPY16.4 billion, up 9.1% from the previous year. 

For the ladies' business, we planned a 9.1% increase in overall sales over the previous year. 

JULLIA OLGER weighs conservatively, as it depends on customer traffic to commercial facilities and the 
possibility of the eighth wave of COVID-19. 
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Page 23 shows the consolidated financial forecast for the full year ending March 31, 2023. 

To reiterate, our full-year consolidated earnings forecast for the fiscal year ending March 31, 2023, calls for 
net sales of JPY42.8 billion and an operating income of JPY3.1 billion, with an increase in both sales and income. 
The cost of sales is measured by the growth rate above net sales, taking into account domestic and foreign 
conditions. 

This is a breakdown of the expenses. 

As for the breakdown of SG&A expenses, advertising expenses aligned with the plan at the beginning of the 
period, HR expenses will incorporate an increase in the number of sales staff and strengthen recruiting 
activities, while other expenses are planned to be incurred through an aggressive investment of management 
resources, mainly for priority challenge measures. The CapEx forecast is in line with the plan at the beginning 
of the period. 

This concludes my explanation. 

Thank you all for your attention. 

Noshita: Thank you very much for your explanation, Managing Director Naito and General Manager Honda. 
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Question & Answer 

 

Noshita [Q]: I will now move on to the question-and-answer session. 

Let me move on to the first question. 

Regarding the cost of sales forecast, it appears to be deteriorating compared to the original plan. I would like 
to know the reasons for this deterioration. 

Please kindly respond to this question. 

Naito [A]: For this question, I will answer. 

Cost of sales has two major components: one is the cost of merchandise, and the other is the labor cost of the 
stylists who are in charge of delivering the products to customers in stores. 

First of all, the cost of goods is considered to be increased by weighing the effects of higher prices due to 
overseas conditions and the impact of foreign exchange rates. In addition, we also expect stylist personnel 
costs to increase more than net sales due to the cost of recruiting and hiring new stylists and other expenses 
associated with the replacement of stylists. As a result, the cost of goods sold increased at a rate higher than 
the rate of increase in net sales. 

That is all. 

Noshita [Q]: Thank you very much. 

Now, the next question is about the significant and rapid depreciation of the yen. I would like to know the 
impact of the exchange rate on your company. 

Please kindly provide an answer. 

Naito [A]: I would like to explain this as well. 

First of all, for custom-made wigs, which are our main product line, we have been operating while keeping 
several years' worth of raw materials for the manufacture of wigs in stock, so the impact of the recent 
depreciation of the yen is not that great, and some factors have been accumulated from the past. 

Ready-made wigs are purchased in US dollars from outside contract manufacturers, so they have a slightly 
greater impact than custom-made wigs. We also have a reasonable number of ready-made wigs in stock in 
various lengths, sizes, and colors. Therefore, we expect to be moderately affected by the depreciation of the 
Japanese yen. 

At the end of H1, we estimated the impact of the Japanese yen depreciation on P&L for H1 to be approximately 
JPY100 million on an ordinary income basis, which is about the same as the impact on earnings. 

In preparing the revised plan, we reviewed the assumed exchange rate for the US dollar, which was initially 
assumed to be JPY117 for the full year but was revised to JPY140. 

That is all. 

Noshita [Q]: Thank you very much. 
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Now we come to the next question. I believe that the cost of raw materials and labor has risen, but have you 
been able to pass on the cost of these items to customers? The question is could you tell us about your future 
pricing strategy? 

Please kindly provide an answer. 

Naito [A]: I would like to explain this as well. 

As I mentioned earlier, we are increasing the number of stylists, and to accommodate the increase in 
personnel costs associated with this increase in staff, we have raised some of our after-sales service fees for 
cutting customers' own hair from H2, starting in October. 

We notified our customers early on, around April, the beginning of the term, so there were no major problems, 
and we have the impression that our customers have accepted our services. Other fees are not being raised 
at this time. 

That is all. 

Noshita [Q]: Thank you very much. 

The next question is, I think the revised full-year forecast, or H2 forecast, is conservative, but I would like to 
know more specifically about H2 and the current situation. The question also asks for information on customer 
consumption trends. 

Please kindly provide an answer. 

Naito [A]: I would like to explain this as well. 

In terms of the current situation and business performance, the men's business has continued to show stable 
growth in H2, as was the case in H1. 

In the field of ladies' custom-made products, we continue to receive steady support from our FEELIN series. 
The sales of the first FEELIN have increased considerably since its release in October last year, and since the 
one-year cycle has just ended, the sales have been steadily increasing, although the growth in numbers alone 
has not been as significant as last year. 

In September, the Company will also introduce a new product line for JULLIA OLGER, an off-the-shelf product. 
As explained earlier, we have also worked to unify our characters, and I consider October to have gotten off 
to a good start. 

As I have been saying for some time, competition with neighboring markets such as hair-growth agents and 
hair-growth products is intensifying, but at the same time, the merits of wigs are being reevaluated. On the 
other hand, the quality of wigs is also being reevaluated. We believe that the needs for wigs and hair growth 
are solid. 

In addition, in recent trends, especially among female customers, the fact that restrictions on going out and 
various events being canceled due to COVID-19 have more or less been resolved, and opportunities to go out 
have increased. On top of that, with various forms of travel support being provided, more female customers 
will have more opportunities to go out, which means more opportunities for them to wear our wigs. I believe 
that this is a tailwind for us. 

That is all. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
26 

 

Noshita [Q]: Thank you very much. 

We will then move on to the next question. The next question is, I assume you are planning to increase 
revenue and decrease profit in H2 compared to the same period last year, but could you elaborate on the 
details? 

Please kindly respond to this question. 

Naito [A]: I would like to explain this as well. 

As you pointed out, we are weighing an increase in sales and a decrease in profit for H2. As Honda explained 
earlier, the cost of sales and SG&A expenses will be higher than the increase in net sales, resulting in an 
increase in sales and a decrease in income. 

As for the cost of sales, while net sales will increase by about JPY400 million, the cost of sales will increase by 
about JPY700 million. As for SG&A expenses, advertising and HR expenses are expected to increase by more 
than JPY300 million, which we believe is a factor in the planned decrease in profit. That is all. 

Noshita [Q]: Thank you very much. 

Now for the next question. I believe the impact of COVID-19 has calmed down, but again, please tell us about 
the impact on the current fiscal year's performance. I would also like to know if the effects will likely remain 
in the next fiscal year and beyond. 

Please kindly provide an answer. 

Naito [A]: I would like to explain this as well. 

Firstly, our production system was unaffected during the current fiscal year, and our manufacturing subsidiary 
in the Philippines was able to continue normal operations. We have no concerns here at this time. 

As for the business system, there was no emergency declared for Japan as a whole; hence all stores were able 
to continue normal business operations. 

In terms of total performance, as I have explained, net sales and the total number of customers traffic 
increased, but we also saw an increased impact, especially in the seventh wave of COVID-19. In July and August, 
employees would take a leave of absence due to COVID-19, or family members of employees would become 
ill, and the employees themselves would not be able to come to the office, making it difficult to secure some 
personnel, especially in stores. Although we have been doing a lot of work in support of the project, I think 
this has had some negative effects on the project. On the other hand, if this had not been the case, I wonder 
if we would have been able to accommodate a few more customer reservations; that said, in total, the results 
were, as I mentioned earlier. 

In terms of costs, we have stockpiled various sanitary supplies and specifications for the prevention of COVID-
19, but we believe that the impact of these costs has been minor in terms of numerical values. 

This depends on what happens in the eighth and ninth waves in the next fiscal year. In addition to such factors 
as COVID-19 and the pandemic, there are various other factors, such as the recent rise in resource prices, 
rising labor costs, and the unstoppable depreciation of the Japanese yen. We will weigh up these factors in 
the next fiscal year. That will be all. 

Noshita [Q]: Thank you very much. 
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Now the next question. You mentioned that the Challenge 2022 policy is to step into new business areas, but 
I would like to know the progress throughout the year. 

Please kindly provide an answer. 

Naito [A]: I would like to explain this as well. 

We have been considering various domestic and international M&A projects, but nothing can be disclosed at 
this time. I am very sorry, but this is our progress so far. 

In terms of progress throughout the year, we still have six months left in H2, so we are continuing to see if we 
can make any announcements. As in the past, we would like to consider various angles of M&A deals, both 
domestic and international, as well as the search for new business start-ups. 

That is all. 

Noshita [M]: Thank you very much. 

Well, since there seem to be no other questions, I would like to end the question-and-answer session. 

This concludes the Q2 financial results briefing for ARTNATURE INC. 

Thank you very much for your participation today. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
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