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Q) What effect will the structural reforms have on the results in FY2013 and FY2014? 

A) The cost structural reforms will cut costs by 7.0 billion yen in FY2013. Personnel costs will be reduced by 600 

million yen to 700 million yen per year with the strengthening of management. The number of employees will 

decline around 1,000 by FY2015 through hiring cutbacks and attrition, and that will reduce costs a little over 1.0 

billion yen in FY2013. The reorganization of production bases will reduce the cost of sales by several hundred 

million yen in FY2013 and FY2014, and around 3 billion yen every year after that. We expect the reorganization 

of research and development bases will reduce costs by several hundred million yen every year. We will allocate 

amounts that we will cut to investments and profits in a balanced manner. 

 

Q) Will you be able to achieve an operating margin of 8% in FY2013? 

A) The situation in China is more difficult than we expected. We will consider our overall growth strategy for 

FY2013 and will announce the full-year outlook in April. 

 

Q) Why did sales in China decline sharply in December? 

A) Shipments in China in December accounted for around 40% of sales in China in the second half of the fiscal year. 

We revised down our sales forecast for China by 11 billion yen, of which the sales decline for December 

accounted for 8 billion yen. The decline in sales in December is partly due to the effect of a difference in the dates 

of the Chinese New Year holidays, and shipments in January rose from a year ago for that reason. 

  

Q) Will results in China recover in the latter half of FY2013? 

A) Store sales, especially of locally produced brands such as AUPRES and PURE & MILD, is recovering. The pace 

of recovery for each brand varies. 

 

Q) In the downward revision, all changes in sales seem to be reflected in changes in income. Did you control costs? 

A) We tried to cut costs by taking measures such as cancelling promotions in China. However, since we made 

preparations before the anti-Japanese demonstrations, we were not able to reduce costs sufficiently, and the 

decline in income led directly from the fall in sales. We cut costs also in Japan but were not able to offset the 

decline in China. 

 

Q) Will you be making high marketing outlays in Japan in the fourth quarter again? 

A) We have a lot of new products this year and will promote their sales. However, shipments tended to concentrate 

in March in the past, and we will correct that this year. 

 

Q) Despite the downward revision, your sales target for the fourth quarter still seems high. Will you be able to 

achieve your sales plan? 

A) FY2012 has already ended overseas, and we will likely achieve our sales plan overseas. For Japan, considering 



that over-the-counter sales are recovering, we believe that we will be able to achieve our sales plan for the 

remaining three months. 

 

Q) To what extent do you expect performance in China will recover in FY2013? 

A) We expect that we will struggle in the first half and that performance will recover in the second half. In the full 

year, we expect that results will remain flat. We will streamline our business structure so that we will be able to 

achieve strong profits even if the top line does not grow. We have started organizational reforms at local 

corporations. The operating margin was a single-digit percentage in FY2012, but we expect that it will rise to the 

low teens in FY2013. 

 

Q) Of the 15.5 billion yen downward revision in operating income, what proportion was accounted for by the 

performance in China? 

A) Of 15.5 billion yen, the decline in domestic operations accounted for 3.0 billion yen, and the decrease in overseas 

operations accounted for 12.5 billion yen. Operations in China accounted for a large percentage of the fall in 

overseas operations. 

 

Q) If you boost the operating margin in China to the low teens in FY2013, income will rise significantly. What 

specific initiatives are you considering? 

A) We will review the organization in China, which has tended to expand, and will reduce personnel costs. 

Meanwhile, we will narrow our focus and will control overall operations. In particular, we will concentrate our 

management resources on brands and areas that were relatively less affected by the Senkaku Islands dispute. We 

are taking these steps in addition to our cost structural reforms in China. 

 

Q) Your domestic sales plan for the fourth quarter is +2.7%, but I imagine that the target is difficult to achieve if you 

are prioritizing adjustments to store inventory. What are your views? 

A) We will launch promising new products in the fourth quarter, including foundation, the renewed TSUBAKI line, 

and Fullmake Washable Base. We will also secure the shelves of retailers for summer products in March, which 

did not sell very well last year. 

  

Q) You have revised down the overseas operating income forecast by 12.5 billion yen. What was the reason? What is 

the earnings structure of your global business like? I suspect that you allocate a large share of head office costs to 

global business. 

A) Our global business posted an operating loss of 9.6 billion yen in the first nine months. We made investments on 

the assumption of growth. However, the market environment became difficult, and we changed our policy. The 

fiscal year ends three months earlier overseas than in Japan, and the effect of the policy change was small. We are 

aware that the allocation of head office costs is a problem and we are also discussing what a global company 

should be doing. The home offices for the fragrance business, NARS, and Bare Escentuals are located overseas, 

and we are in a period of transition. 

 

Q) You have often made downward revisions. Is there any room for improvement in the way you make for plans? 

A) We need to improve the accuracy of our results forecasts. We will streamline our business structure so that we 



will be able to secure high profits even with sales remaining flat. We will increase over-the-counter sales instead of 

increasing shipments. We are using data from watashi+ in our sales promotion. We will seek to enhance our ability 

to get things done in FY2013. 

 

Q) What is your growth strategy for the domestic operations in FY2013? Is there any reaction to the strong sales of 

AQUALABEL and ELIXIR in FY2012? 

A) We expect around 1% growth, which is about the same as the expected market growth rate. We will take steps to 

prevent sales of AQUALABEL and ELIXIR from falling in the second year. 

 

 

Q) What is the overall picture of the Chinese cosmetics market? 

A) The number of people buying cosmetics is increasing, and the cosmetics market is growing faster than the rate of 

GDP growth. Competitors from Europe, the United States, and South Korea are boosting sales by expanding the 

number of stores, but their growth in same-store sales seems to be slowing. I believe that Shiseido will recover if 

the adverse effect of the Senkaku Islands dispute decreases. 

 

 


