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those anticipated in these statements.

First Half
Results and Outlook

 My name is Shinzo Maeda, Chairman and President 

of Shiseido. 

 I would like to begin by reviewing our business 

results for the first half of fiscal 2013 and then 

explaining our outlook for the entire fiscal 2013. 
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Today’s Topics

2 Outlook for FY2013

1 First-Half Results

 I will begin with our results for the first half of fiscal 

2013. 
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First Half Results (Ended September 2013)

(Billion yen)

Results
YoY %

Change
Local

Currency
YoY

Amount

Difference
from July
Forecast

Net Sales 360.5 +8.1% -1.3% +26.9 +0.5
Domestic 181.9 -2.5% -2.7% -4.8 -5.1
Overseas 178.6 +21.5% +0.5% +31.6 +5.6

Operating
Income 20.4 +144.4% +97.8% +12.0 +5.4

Ordinary
Income 21.0 +151.7% – +12.7 +6.0

Extraordinary
Income/Loss -7.9 (-0.8) – -7.1 -7.4

Net Income 5.4 +7.1% – +0.4 -1.6

 Overseas Sales Ratio 49.6% (+5.5%)

 Operating Margin 5.7% (+3.2%)

 Exchange Rate 1 US$ = ¥95.6 (+20%), 1 Euro = ¥125.5 (+21%),

1 RMB = ¥15.5 (+22%)

The figure in parentheses is the amount in the previous fiscal year.

 Net sales increased by 8.1% year on year, to 360.5 
billion yen. Net sales in Japan fell 2.5% year on year. 
Store sales increased from the previous year for 
the first time in six years during the first half. We 
promptly worked to rationalize our store-level 
inventory level by substantially reducing shipments 
in September, at the end of the first half of the 
year, which had a negative effect. This is part of 
our preparation for the introduction of the 
frameworks to prevent accumulation of store-level 
inventories, which I will describe later, that we 
addressed in April as one of our key issues.

 Our overseas sales grew by 0.5% in local currency 
terms and 21.5% in yen. While sales in Europe and 
the Americas were relatively strong, sales in China 
showed a mid single-digit decline, which was 
consistent with our forecasts.

 Despite the influence of anti-Japanese sentiment 
lingering in the Chinese market, store sales of 
locally produced brands AUPRES and URARA were 
on the road to recovery, particularly in the key 
areas. We controlled shipments so that intensive 
shipments did not occur at the end of first half, and 
successfully decreased the store-level inventory 
level from where it used to be in the past. 
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 Next, we will look at our profits. We will recover 

store-level inventory of a total of 10.3 billion yen in 

the second half, and provided for 4 billion yen as 

operating expenses for the recovery of lower-

ranked products and 6.3 billion yen as extraordinary 

losses for the recovery of discontinued products, 

for the purpose of correcting domestic store-level 

inventories in the first half. Yet, our operating 

income was 20.4 billion yen, more than double the 

result of last year, due to the deferment of SG&A 

expenses to the second half of the year, reduction 

of domestic personnel expenses, and the effect of 

cost structural reform, among other factors.

 Net profit was 5.4 billion yen, up 7.1% year on year, 

despite the extraordinary loss of 8.8 billion yen 

incurred for store-level inventory recovery and 

structural reform, including special severance 

payments. 



5

Today’s Topics

2 Outlook for FY2013

1 First-Half Results

 Next, we will look at our outlook for the full year of 

fiscal 2013. 

6-1

Outlook for FY2013

(Billion yen）

Forecast
YoY %

Change
Local

Currency
YoY

Amount

Difference
from July
Forecast

Net Sales 740.0 +9.2% +0.0% +62.3 +13.0
Domestic 367.0 -1.7% -1.7% -6.3 -9.0
Overseas 373.0 +22.5% +2.1% +68.5 +22.0

Operating
Income 40.0 +53.6% – +14.0 +1.0

Ordinary
Income 41.0 +44.3% – +12.6 +2.0

Extraordinary
Income/Loss -9.5 (-34.8) – +25.3 -8.5

Net Income 15.0 (-14.7) – +29.7 -5.0

 Overseas Sales Ratio 50.4% (+5.5%)

 Operating Margin 5.4% (+1.6%)

 Exchange Rate 1 US$ = ¥97 (+22%), 1 Euro = ¥127 (+24%),

1 RMB = ¥15.7 (+24%)

 Dividend Interim: ¥10 Year-end: ¥10 (plan)

The figure in parentheses is the amount in the previous fiscal year.

 We expect that net sales will be 740 billion yen, up 

13 billion yen from July forecast, the highest level 

ever. Domestic sales are expected to decrease by 

9 billion yen, to 367 billion yen, due partly to store-

level inventory recovery. In our overseas operation, 

we will reduce our term-end shipments in China as 

well to rationalize the store-level inventory level in 

the second half of the year. We are expecting, 

however, increased sales of 22 billion yen, to total 

373 billion yen, through exchange rate adjustment 

and other factors. This will be the first time that 

our overseas sales has exceeded our domestic 

sales.

 We forecast that operating income will be 40 billion 

yen, up one billion yen from July forecast, taking 

into account the contribution of increased profit in 

the first half and the addition from exchange rate 

adjustment in the second half of the year, as well 

as the reduction from deferred expenses and a 

lower gross profit due to store-level inventory 

control in China.
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 And we estimate our net income to be 15 billion 

yen in consideration of the effect of structural 

reforms implemented during first half and other 

factors. While we started exclusive negotiations on 

the possible sale of Decleor and Carita, we have 

not taken into account the effect of this matter. If 

we reach agreement, we will make an 

announcement, if necessary.

 We have nearly put in place a foundation for 

creating resources for sustainable growth and we 

see signs of recovery, such as the year-on-year 

increase in our domestic store sales. The biggest 

contributor to the sales improvement, however, is 

the effect of foreign exchange, and we are yet to 

fully regain our growth. Therefore, we will 

accelerate the execution of our action plans for 

growth, and the entire company will work together 

to achieve our plans.

 As for dividends, we plan to pay 20 yen for the year 

as initially announced, based on our policy of “to 

make stable payment of dividends while aiming for a 

consolidated payout ratio of approximately 40% in 

the medium term.”
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Overcoming “Business Challenges That 
are Blocking Growth”

Overcoming business challenges that are 
blocking growth and facing the next three-year 
business plan for achieving growth starting in 

April 2014

Introducing frameworks to prevent 
accumulation of store-level inventories

We now move on to look at structural reforms.

 During the first half of the year, we launched 
almost all reforms aiming to overcome business 
challenges that are blocking growth, which we 
promised you as our new focus in fiscal 2013.

 One of the reforms is to improve the level of 
store-level inventory, which was started ahead of 
schedule during the first half of the year as I 
mentioned earlier. We are going to implement 
business management innovation, in which we 
will address the essential issue of building 
frameworks to prevent accumulation of store-
level inventories. 
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Introducing frameworks to prevent 
accumulation of store-level inventories

 Only use store sales as a performance index for the 
assessment of employees 

 Exclude shipments of a sales subsidiary from the 
performance index

 Introduction of new profit indicator

Reform of 
business 

management 

 Release makeup products of limited quantities
 Reducing minimum order units and number of units 

in a package for delivery to stores to a single item
 Careful selection of stores for introduction of 

products

Reform of 
merchandise 

policy and 
distribution

 Simplification of rebate structure
 Determining the rebate criteria based solely on 

store sales 
 Introducing initiatives for reducing retailers’

intensive purchasing at the end of the year and 
sales returns

Revision of 
terms of 

contract for 
sales channels

 We have been using two management indices, the 

shipments of a sales subsidiary and store sales, but 

we will focus only on store sales as our 

management index from fiscal 2014 to align the 

activities of all employees based on store sales. 

The shipments of the sales subsidiary will be 

excluded from the assessment at head office, the 

sales subsidiary, and all other levels.

 A company needs considerable determination to 

make this decision, but the purpose is to establish 

a management style in a virtuous circle as soon as 

possible to appropriately boost shipments by 

raising store sales, which will help add to our profit, 

which in turn will become the resources for our 

further growth. This will naturally prevent excess 

store-level inventory.
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 Exclude shipments of a sales subsidiary from the 
performance index

 Introduction of new profit indicator

Reform of 
business 

management 

 Release makeup products of limited quantities
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merchandise 
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 Determining the rebate criteria based solely on 
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intensive purchasing at the end of the year and 
sales returns

Revision of 
terms of 

contract for 
sales channels

 Meanwhile, to further raise employee awareness of 

profit, we will establish new profit indicators 

including profit levels and the cost index for each 

level and build a profit-oriented management 

system.

 To this end, we will start the department-based 

cost accounting system that we mentioned in April 

from our domestic cosmetics business, set detailed 

assessment indices of profitability for each 

organization based on its mission, and introduce a 

new system to run the PDCA cycle.
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Introducing frameworks to prevent 
accumulation of store-level inventories

 Only use store sales as a performance index for the 
assessment of employees 

 Exclude shipments of a sales subsidiary from the 
performance index

 Introduction of new profit indicator

Reform of 
business 

management 

 Release makeup products of limited quantities
 Reducing minimum order units and number of units 

in a package for delivery to stores to a single item
 Careful selection of stores for introduction of 

products

Reform of 
merchandise 

policy and 
distribution

 Simplification of rebate structure
 Determining the rebate criteria based solely on 

store sales
 Introducing initiatives for reducing retailers’

intensive purchasing at the end of the year and 
sales returns

Revision of 
terms of 

contract for 
sales channels

 We will also substantially revise the terms and 

conditions of our contracts with each retailer to 

make it extremely simple to establish frameworks 

to prevent accumulation of store-level inventories, 

gain the trust of the retailers, and achieve 

coexistence and co-prosperity with them. At the 

same time, we will standardize the decision criteria 

for rebates based on store sales. We will also 

introduce a system of reducing sales returns.

 In our merchandise policy, we will release makeup 

products of limited quantities, as they are one of 

the major causes of excess store-level inventory, 

reduce minimum order units and number of units in 

a package for delivery to stores to a single item, 

and carefully select the stores to introduce 

products, as part of our comprehensive efforts to 

establish frameworks to prevent accumulation of 

store-level inventories.
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 Only use store sales as a performance index for the assessment of 
employees

 Exclude shipments of a sales subsidiary from the performance index
 Introduction of new profit indicator

Reform of 
business 

management 

 Release makeup products of limited quantities
 Reducing minimum order units and number of units in a package for 

delivery to stores to a single item
 Careful selection of stores for introduction of products

Reform of 
merchandise policy 

and distribution

 Simplification of rebate structure
 Determining the rebate criteria based solely on store sales
 Introducing initiatives for reducing retailers’ intensive purchasing at the 

end of the year and sales returns

Revision of 
terms of contract 

for sales channels

Introducing frameworks to prevent 
accumulation of store-level inventories

Developing an environment in which store sales increase
immediately leads to increase of shipments

Reduction of 
shipments (in September)

Recovery of inventory 
in the market (2nd Half)

Rationalization of inventory level in the market

 To begin implementing these actions in fiscal 2014, 

we are rationalizing our store-level inventory level 

during fiscal 2013 and developing an environment in 

which store sales lead directly to shipments of 

sales subsidiary.

 Also in China, the key to our growth, we will reduce 

shipments in the second half of the year to 

rationalize the store-level inventory level and 

change our management style to one that seeks 

increased store sales. 
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Thorough Distinction and Concentration

To make big fields bigger

To make strong fields stronger

To make more profits in profitable fields

 Turning to another growth challenge, the issue of 

unprofitable or low-profit businesses, we have been 

managing our businesses in accordance with our 

attitude of “making our strong fields stronger, 

making big fields bigger, and making more profits in 

profitable fields,” in accordance with a basic policy 

of distinction and concentration. Under these 

policies, we have assessed all of our targeted 

businesses and their revival plans stringently 

without exceptions. We are providing full support to 

businesses that have regrowth potential, and 

considering all possible options, without excluding 

the possibility of sale, for other unprofitable or low-

profit businesses. 
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Professional Business

Professional business

One of SHISEIDO’s core businesses, 
providing absolute value in all aspects including service 

Currently in exclusive talks with L'Oréal following 
its offer to acquire the DECLÉOR and CARITA 

businesses

Aiming to become a leader 
in the professional industry in Asia

 Next, please let me explain about the negotiations 

with L’Oreal on the possible sale of Decleor and 

Carita, which we announced on October 18. 

 The professional business is a part of the core 

business of Shiseido Group and it provides 

Shiseido’s unique overall value including services 

for customers by capitalizing on “human power,”

which is our competitive advantage. It also leads 

fashion trends and innovation in the global 

professional industry. 

 Currently, our professional business operates 

globally with major brands such as SHISEIDO THE 

HAIR CARE, under Shiseido Professional, JOICO, 

under “ZOTOS,” and Decleor and Carita, both of 

which deal in skin care products as well as hair 

care products. Shiseido is undertaking group-wide 

efforts based on the policy of selection and 

concentration, and seeking the best direction 

toward sustainable growth. It was alongside the 

above strategic considerations that Shiseido 

received the offer from L’Oreal, involving a 

proposal for the sale of Decleor and Carita, and 

commenced exclusive negotiations.  
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Professional Business

Professional business

One of SHISEIDO’s core businesses, 
providing absolute value in all aspects including service 

Currently in exclusive talks with L'Oréal following 
its offer to acquire the DECLÉOR and CARITA 

businesses

Aiming to become a leader 
in the professional industry in Asia

 In the hair category in our professional business, 

SHISEIDO THE HAIR CARE is growing significantly 

in Asia, including Japan and China with its leading 

product ADENOVITAL, and JOICO is also expected 

to expand in the U.S. and Europe. Therefore, 

Shiseido intends to direct its focus on both 

SHISEIDO PROFESSIONAL, which has Shiseido’s 

core value, and JOICO, which has strong brand 

recognition mainly in the U.S. We will aim to 

promote these two strong brands across the world.

 In terms of region, we look forward to accelerating 

business deployment in Asia, where the 

professional hair care market is growing rapidly. We 

think this is conductive to the sustainable growth 

of our professional business and we remain 

committed to becoming a leader in the professional 

industry in Asia. 
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Structural Reform

Effect of reduction in costs
compared with costs for FY2011

Reform of cost structure Reform of business structure

FY2013

1st Half:
7 billion yen

(Actual)

Full-year:
11.5 billion yen

(Planned)

FY2014
Total:

More than
20 billion yen

Reorganization 
of production 

bases

Steady 
progress

Reorganization 
of R&D bases

Reorganization 
complete

Strengthening of 
HR and 

personnel cost 
management

Steady 
progress

Global 
integration of 

functions

Steady 
progress

 The reform of the cost structure and reform of the 

business structure that we have already announced 

are all steadily progressing ahead of the plan.

 In the reform of the cost structure, we made 

savings of approximately 7 billion yen during the 

first half of the year, which is more than 1 billion 

yen ahead of the plan for the period. In the reform 

of our business structure, we completed the 

integration of domestic R&D bases at the end of 

September and completed preparations and the 

transfer of production for the closure of Kamakura 

Factory according to our plan.

 We will continue to change our management system 

to make it leaner by constantly and thoroughly 

carrying out our reforms. 
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Prevailing in Three Markets

China

Japan

Bare Escentuals in the US

1

2

3

 We now move on to our future growth strategy.

 During fiscal 2013, we have been investing our 

resources in strong, large and profitable fields 

based on a policy of thorough distinction and 

concentration, and we are intensively strengthening 

the three markets of Japan, China and Bare 

Escentuals.

 The first is Japan.
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Japan: Brands/Lines

Global brand SHISEIDO clé de peau BEAUTÉ

Strengthening of communication in the prestige segment

For the strengthening of brands/lines in FY2014

Innovation of priority brands/lines

Introduction 
of 

brands/lines 
to target 
senior 

customers

 We launched TV ads of our prestige brands, global 

brand SHISEIDO and clé de peau BEAUTÉ,  for the 

first time ever in the first half to promote their 

absolute value, which successfully increased their 

store sales of these brands.

 These ads also help improve the overall image of 

the SHISEIDO brand, and we are also expecting to 

see a positive impact on our middle-price range 

lines.

 We will continue to strengthen this communication 

in the second half of the year and fully develop 

strong, new products such as le sérum, the core 

serum product from the clé de peau BEAUTÉ, to 

which the results of our studies in cutaneous

science and safety are applied, and Enriched Serum, 

the concentrated serum from the ELIXIR 

SUPERIEUR line, to enhance our brands and lines.
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Japan: Brands/Lines

Global brand SHISEIDO clé de peau BEAUTÉ

Strengthening of communication in the prestige segment

For the strengthening of brands/lines in FY2014

Innovation of priority brands/lines

Introduction 
of 

brands/lines 
to target 
senior 

customers

 Also in fiscal 2014, we will undertake steps to 

introduce innovation in our key brands and lines, 

the global brand SHISEIDO, ELIXIR and 

MAQuillAGE, which form the core value of 

SHISEIDO. We are rapidly developing this area in 

our Marketing Reform Team, which Mr. Uotani has 

joined.

 Also in fiscal 2014, we plan to introduce 

brands/lines to target the market of senior 

customers as one of our focus fields. Through 

these efforts, we will actively drive the change to 

growth from the next fiscal year. 
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Japan: Sales Channel

Cosmetics specialty 
stores Department stores

 New specialty store measures

 Strengthening of 
BENEFIQUE

 Strengthening of advertising 
and publicity

 Double counter strategy

Drugstores/GMS

 Company-specific alliances

 Strengthening of ability to 
make point-of-sale proposals 
(subsidiary specializing in 
retail support)

Revision of terms and conditions of contracts

 In our activities for sales channels, we will 

drastically modify our terms and conditions of 

contracts with each retailer from fiscal 2014, as I 

noted in the frameworks to prevent accumulation of 

store-level inventories, to promote the perception 

that business with Shiseido is more beneficial to 

retailers by setting store sales as the criteria for 

our rebate system, making the process simple and 

straightforward, and visualizing the rebates as 

incentives for the efforts of each retailer.

 At cosmetics specialty stores, we will strengthen 

the makeup product series of BENEFIQUE that is 

currently in progress, enhance in-store activities 

using skin care services, and develop new specialty 

store measures from fiscal 2014 to re-establish our 

strong ties with specialty stores.
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Japan: Sales Channel

Cosmetics specialty 
stores Department stores

 New specialty store measures

 Strengthening of 
BENEFIQUE

 Strengthening of advertising 
and publicity

 Double counter strategy

Drugstores/GMS

 Company-specific alliances

 Strengthening of ability to 
make point-of-sale proposals 
(subsidiary specializing in 
retail support)

Revision of terms and conditions of contracts

 More specifically, we will introduce new terms and 

conditions of contracts with each retailer and a 

class system to achieve coexistence and co-

prosperity with Shiseido and create programs in 

which both Shiseido and cosmetic specialty stores 

strive to increase our store sales. By reducing the 

ratio of wholesale price to suggested retail price of 

the key line BENEFIQUE, we will develop an 

environment that enables specialty stores to 

actively sell BENEFIQUE, have a real sense of 

increased profit, and implement their own sales 

promotion activities.

 At department stores, we will strengthen our 

advertising such as TV ads for our global brands 

SHISEIDO and clé de peau BEAUTÉ, increase 

choice in the service selection, and improve our 

specialist training to establish our double-counter 

strategy to ensure our dominance over other 

manufacturers.

Japan: Sales Channel

Cosmetics specialty 
stores Department stores

 New specialty store measures

 Strengthening of 
BENEFIQUE

 Strengthening of advertising 
and publicity

 Double counter strategy

Drugstores/GMS

 Company-specific alliances

 Strengthening of ability to 
make point-of-sale proposals 
(subsidiary specializing in 
retail support)

Revision of terms and conditions of contracts

 For drugstores/GMS, we will accelerate our 

collaboration in our priority lines and categories 

through company-specific alliances and a revision 

of terms and conditions of contracts. We will work 

to strengthen our ability to make and deliver point-

of-sale proposals through Japan Retail Innovation, 

our subsidiary specializing in retail support that 

started full operation in October.
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Brick and mortar stores

• Establish scheme for developing beauty solutions (merchandise and services) with 
participating companies and selling them in brick and mortar stores and on 
watashi+

• Attract more customers by improving and expanding web only merchandise and 
developing Web BC Counseling into killer website content.

• Form/build reputation on the launch of new products by launching them on the 
website first.

Japan: Web Based Marketing

Members at end Sept.: 1.53 million

Members at end Sept.: 1.37 million

Strengthening of
direct sales

Referring customers  
to stores

Use of
purchase information

 In our web-based marketing, we will work to refer 

customers to our brick and mortar stores in 

addition to strengthening e-commerce sales. By 

strategically using the presale period for watashi+, 

we will make effective use of customer purchase 

information to both increase sales and increase the 

accuracy of demand forecasts. This information will 

be used as a tool to increase the marketing 

capacity of our overall business such as product 

development and communication reflecting 

customers’ opinions.
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Prevailing in Three Markets

China

Japan

Bare Escentuals in the US

1

2

3

 Next, I am going to talk about China. 
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China

Focus on expansion in “locally produced brands in China”
and “large coastal cities”

Expect second-half sales of mid single-digit growth
and full-year sales on a par with the previous year

Reduction of 
shipments (2nd Half)

Rationalization of inventory 
level in the market

 In China, we are out of the extremely harsh market 

environment after the anti-Japanese movement 

that occurred in the last fall. Our business is yet to 

regain its past peak level, but is gradually 

recovering its sales.

 During the first half of the year, we concentrated 

our management resources in AUPRES and URARA 

for brands and large coastal cities in two provinces 

in the north and south as the areas. As a result, 

the target areas maintained higher sales growth 

than the average of all provinces and achieved our 

planned results.

 Sales on the internet, particularly of toiletries, 

where the market is rapidly growing, also steadily 

increased. 

 In the second half of the year, we plan to reduce 

the year-end store-level inventory to change back 

our course to growth. We also expect the rebound 

in sales from the major sales decline we suffered 

last year. Consequently, we forecast mid-single 

digit sales growth in terms of local currency for the 

second half of the year, and on the annual basis, a 

sales level equivalent to last year.
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China: Future Course

Establish robust brands through
relentless distinction and concentration and 

develop a lean management structure.

Priority development and consolidation of AUPRES and 
URARA (specialty store business ), our strengths

Expansion of operations from 2 provinces that are current 
focus by adding 2 new provinces each year

 From the next fiscal year, we will continue to focus 

on the two brands, AUPRES and URARA.

 AUPRES will undergo innovation in 2014 of 

skincare lines to emerge as a locally produced, 

world-class brand. We will be expanding our 

customer base by entering untapped cities with a 

population of one million or more and starting our 

airport duty-free shop business.

 At specialty stores, we will build store networks of 

high quality and large volume to confront the 

intensifying competition and expand and maintain 

our business advantage as the channel leader.

 As our area strategy, we will implement projects 

such as advertising, store improvement, publicity of 

technological information, and press conferences of 

new products that are limited to the focus areas 

starting with the two provinces in this fiscal year, 

and we will add two new provinces every year until 

fiscal 2016 to apply successful cases to inland 

areas.
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China: Future Course

Establish robust brands through
relentless distinction and concentration and 

develop a lean management structure.

Priority development and consolidation of AUPRES and 
URARA (specialty store business ), our strengths

Expansion of operations from 2 provinces that are current 
focus by adding 2 new provinces each year

 Therefore, we will establish strong, stable brands 

by applying our thorough distinction and 

concentration also to China and by concentrating 

our investment in areas of strength and in nurturing 

brands. We will also introduce reforms for a lean 

management system, and in fiscal 2014, we will 

definitely achieve double-digit profitability and 

increase the profitability every subsequent year.
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Developing Operations in Priority Markets 
Following China

• Will establish joint venture 
with CREATION  
(local distributor)

• Will start direct operations 
in 7 Middle Eastern countries

• Established wholly 
owned subsidiary (July)

• Plan to start selling “Za”
in April 2014

7 Middle Eastern 
Countries

India Indonesia

• Will establish
joint venture in early 2014

 As we have already announced, we have 

established a sales subsidiary in India and will 

establish one in the Middle East as our next focus 

areas after China to expand our growth potential 

and further grow our business.

 In India, in which we have been selling our products 

in the prestige market through a distributor since 

2001, we established a wholly owned subsidiary in 

July to enter the masstige segment, which is 

expected grow substantially in the future.

 We will launch sales of Za in April 2014, focusing on 

the relatively high-price range in the fast-growing 

Indian masstige market. We will expand our 

business aiming to open 250 stores by the end of 

2014 and 1,700 stores by 2018.
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Developing Operations in Priority Markets 
Following China

• Will establish joint venture 
with CREATION  
(local distributor)

• Will start direct operations 
in 7 Middle Eastern countries

• Established wholly 
owned subsidiary (July)

• Plan to start selling “Za”
in April 2014

7 Middle Eastern 
Countries

India Indonesia

• Will establish
joint venture in early 2014

 With the intention of establishing direct operations 

in the seven Middle East countries, we will set up a 

joint company with our current distributor 

CREATION by the end of this year

.

 In addition, we are currently considering the 

establishment of a subsidiary in Indonesia in fiscal 

2014, and through these projects, we will complete 

the building of an organizational base in each 

country for sustainable growth in Asia. 
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Prevailing in Three Markets

China

Japan

Bare Escentuals in the US

1

2

3

 The third topic is Bare Escentuals in the U.S.
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Bare Escentuals

Rationalization of number of stores and 
expansion of per-store sales

Strengthening of products Strengthening of communication

Introduction of new color makeup 
products

Staging of events in 6 cities across 
America

 Bare Escentuals has already begun building its 

foundation for future growth since the beginning of 

fiscal 2013. It has been working on rationalizing the 

number of stores, expanding per-store sales and 

strengthening its products and communication to 

achieve the planned results in the first half of the 

year.

 For the products, Bare Escentuals introduced 

highly appealing new products in the color makeup 

category such as lipsticks and eye makeup 

cosmetics in addition to foundations, and in the 

communication area, it staged events in six cities 

across the U.S. to provide makeup services in the 

effort to expand its customer base.

24

Bare Escentuals

Strengthening of synergy between 
DTC business and retail business

 Modification of infomercial 
broadcasting program 

 Development of exclusive 
merchandize for QVC

DTC Business Retail Business

Lay the foundations for growth from now through FY2014,
and aim for an acceleration of growth and 

an improvement in profitability from FY2015.

 Introduction of exclusive 
products for specific chains

 Strengthening of store 
personnel training structure 

 From the second half of the year, Bare Escentuals

will continue to strengthen its unique and highly 

original business model based on synergy between 

direct-to-consumer and retail businesses.

 The direct-to-consumer business positions 

infomercials as an important contact for the 

company to meet new customers, and, aiming for 

an airing in the first half of 2014, Bare Escentuals

will reform the programs to effectively promote its 

key foundation products and quickly develop 

exclusive merchandise for QVC to strengthen the 

relationship.

 Meanwhile in the retail business, we will prepare for 

the introduction of exclusive products for specific 

chains and continue to strengthen the store 

personnel training structure to increase the sales 

of existing stores.

 We will develop the foundation to ensure our future 

growth by fiscal 2014 through these activities 

based on the long-term plan established in April 

this year, aiming to accelerate growth and increase 

profitability from fiscal 2015. 



25-1

A global player representing Asia with its origins in Japan

Enhancing our strengths
Boosting our absolute value

Distinction and ConcentrationOvercoming business challenges
that are blocking growth

Reform of cost structure

Reform of business structure

Comprehensive cost cutting

Strengthening our marketing 
capabilitiesImproving profitability

Enhancing organizational capabilities

R
eallo

catio
n

o
f in

ve
stm

en
ts

To make strong fields stronger
To make big fields bigger

To make profitable fields more profitable

Medium-Term Management Policy

Improving profitability Growth strategies

 These were our outlook for fiscal 2013 and the 

direction of our future activities.

 We revised the long-term plan for the re-growth of 

Bare Escentuals this year and accelerated our 

efforts to overcome the business challenges that 

were blocking growth, including the pending 

domestic store-level inventory issue, inventory 

leveling in China, improvement of unprofitable or 

low-profit businesses, and reduction of the risks of 

intangible fixed assets. We believe that measures 

for most of these issues have been taken in this 

account settlement for the first half of this fiscal 

year.

 As I have described, our growth strategy for each 

of the key fields, including Japan, China and Bare 

Escentuals, which are our largest and strongest 

areas, is clear now, and we see the ways to return 

to a growth track. We are also accelerating our 

cost and business structure reforms to increase 

our profitability and transform into a lean 

management system. The reforms are progressing 

steadily.
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A global player representing Asia with its origins in Japan

Enhancing our strengths
Boosting our absolute value

Distinction and ConcentrationOvercoming business challenges
that are blocking growth

Reform of cost structure

Reform of business structure

Comprehensive cost cutting

Strengthening our marketing 
capabilitiesImproving profitability

Enhancing organizational capabilities

R
eallo

catio
n

o
f in

ve
stm

en
ts

To make strong fields stronger
To make big fields bigger

To make profitable fields more profitable

Medium-Term Management Policy

Improving profitability Growth strategies

 In this second half of the year, our entire company 

will continue to strive to achieve our outlook for 

this fiscal year, accelerate the development of 

specific action plans for sustainable growth from 

the following fiscal years, and work to become a 

“global player representing Asia with its origins in 

Japan” as soon as possible. 



 We earnestly ask for the continued support of our 

shareholders and investors.
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Financial Results for the First HalfFinancial Results for the First Half
Ended Ended September 30, 201September 30, 20133

Yoshinori Nishimura

Director, Corporate Officer

2013-10-31
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Consolidated Results

Overseas

Domestic

+7.1% 1.5% 5.0 1.5% 5.4Net Income

(Billion yen)

13/9 Results 12/9 Results
YoY

% Change
Local

Currency% of 
Net Sales

% of 
Net Sales

Net sales 360.5 100% 333.6 100% +8.1% -1.3% 

181.9 50.4% 186.6 55.9% -2.5% -2.7% 

178.6 49.6% 147.0 44.1% +21.5% +0.5% 

Operating Income 20.4 5.7% 8.3 2.5% +144.4% +97.8%

Ordinary Income 21.0 5.8% 8.4 2.5% +151.7% 

Extraordinary 
Income / Loss (net)

-7.9 -2.2% -0.8 -0.2% -

Tax Expenses 7.8 2.1% 2.5 0.8% +209.8% 

EBITDA *33.8 9.4% 27.0 8.1% +25.2% 

US$1= ¥95.6(+20%）,€1= ¥125.5(+21%） 1RMB= ¥15.5(+22%)

*

*including impairment losses on goodwill
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Sales by Reportable Segment

-2.6%-2.6%52.0%173.446.8%168.9
Domestic 
Cosmetics

+0.0%+20.1%46.7%155.751.9%186.9
Global 

Business

+ 2.5%+2.5%1.3%4.51.3%4.7Others

-1.3%+ 8.1%100%333.6100%360.5Total

(Billion yen)

13/9 Result 12/9 Result
YoY %
Change

Local
Currency% of Net 

Sales
% of Net 

Sales
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Domestic Cosmetics Sales by Reportable Segment

% of Net 
Sales

173.4

17.6

7.8

148.0

20.5

40.8

86.7

12/9 Result

52.0%

5.3%

2.3%

44.4%

6.2%

12.2%

26.0%

-2.6%-4.546.8%168.9
Domestic 

Cosmetics

+0.3%+0.14.9%17.6Others

+2.4%+0.22.2%8.0Healthcare

-3.2%-4.739.7%143.3Cosmetics

-4.2%-0.95.4%19.6Toiletries

-5.0%-2.010.7%38.8Self-selection

-2.1%-1.823.6%84.9Counseling

% of Net 
Sales

YoY % 
Change

YoY

Amount

13/9 Result

(Billion yen)
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Global Business Sales by Reportable Segment

+20.1%

+15.9%

+20.7%

YoY %

Change
% of Net 

Sales

155.7

20.1

135.6

12/9 Result

46.7%

6.0%

40.7%

+0.0%+31.251.9%186.9Global Business

+2.6%+3.26.5%23.3Professional

-0.3%+28.045.4%163.6Cosmetics

% of Net 
Sales

Local

Currency

YoY

Amount

13/9 Result

(Billion yen)
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Sales by Geographic Segment

-3.7%+17.2%+11.419.9%66.321.6%77.7
Asia/

Oceania

(Billion yen)

13/9 Result 12/9 Result

YoY

Amount

YoY %

Change

Local

Currency% of Net 
Sales

% of Net 
Sales

Japan 181.9 50.4% 186.6 55.9% -4.8 -2.5% -2.7%

Americas 55.1 15.3% 43.9 13.2% +11.2 +25.5% +4.7%

Europe 45.9 12.7% 36.8 11.0% +9.0 +24.5% +2.9%

Overseas 178.6 49.6% 147.0 44.1% +31.6 +21.5% +0.5%

Total 360.5 100% 333.6 100% +26.9 +8.1% -1.3%
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Cost of Sales/ SG&A

(Overseas)

(Domestic)

-2.3% +0.1 1.4% 4.5 +0.2% 1.2% 4.4 
M&A-related 

Amortization Cost

75.1 

85.8 

81.7 

103.0 

144.1 

247.2 

78.1 

12/9 Result

22.5% 

25.7% 

24.5% 

69.6% 

77.7% 

74.1% 

23.4% 

% of Net 
Sales

-8.1% +11.6+4.6% 73.1% 132.5

+1.3%-3.3+4.7%69.4%250.5SG&A

+14.5% -14.9 +3.8% 65.8% 118.0 

Others

Personnel

Advertising  & 
Selling -3.3%+2.7 +2.6% 21.9% 79.0 

+5.0% -3.7 +0.7% 21.8% 78.8 

+2.8% -2.4 +1.2% 24.5% 88.2 

+14.7% -11.5 -1.5% 24.9% 89.6 Cost of Sales

% pt.

Change

+:decrease

% of Net 
Sales

YoY % 
Change

YoY

Increase

/Decrease

+:cost cut

13/9 Result

(Billion yen)
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Cost of Sales/ SG&A

(Overseas)

(Domestic)

-2.3% +0.1 1.4% 4.5 +0.2% 1.2% 4.4 
M&A-related 

Amortization Cost

75.1 

85.8 

81.7 

103.0 

144.1 

247.2 

78.1 

12/9 Result

22.5% 

25.7% 

24.5% 

69.6% 

77.7% 

74.1% 

23.4% 

% of Net 
Sales

-8.1% +11.6+4.6% 73.1% 132.5

+1.3%-3.3+4.7%69.4%250.5SG&A

+14.5% -14.9 +3.8% 65.8% 118.0 

Others

Personnel

Advertising  & 
Selling -3.3%+2.7 +2.6% 21.9% 79.0 

+5.0% -3.7 +0.7% 21.8% 78.8 

+2.8% -2.4 +1.2% 24.5% 88.2 

+14.7% -11.5 -1.5% 24.9% 89.6 Cost of Sales

% pt.

Change

+:decrease

% of Net 
Sales

YoY % 
Change

YoY

Increase

/Decrease

+:cost cut

13/9 Result

(Billion yen)
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Operating Income by Reportable Segment

+92.7%+11.9 12.9 24.8Operating Income 
before Amortization

-+7.9-1.6 6.3 Operating Income 
before Amortization

-+0.4 -0.0 0.4 Operating IncomeElimination

5.7% 

20.4 

13.0% 

0.9 

1.0% 

2.0 

10.1% 

17.1 

13/9 Result

+144.4%

+3.2 pp2.5% OP Margin

+12.0 8.3 Operating Income
Total

+0.9 pp12.1% OP Margin

+7.4% +0.1 0.9 Operating Income
Others

+4.9 pp-3.9% OP Margin

-+8.0 -6.1 Operating Income

Global 
Business

+2.3 pp7.8% OP Margin

+26.3% +3.6 13.6 Operating Income
Domestic 

Cosmetics

YoY %

Change

YoY

Amount
12/9 Result

(Billion yen)
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Other Income (Expenses) and Extraordinary Income (Losses)

+0.00.30.4
Dividends

Received

+0.7-0.20.4
Foreign Exchange 

Gain/Loss

0.0

0.4

-0.5

-0.9

0.4

12/9

Result

Interest Expense

+0.60.6Total

-0.10.2Others

+0.0-0.4
Net Interest 
Income and 

Expense

-0.0-0.9

+0.10.5Interest Income

YoY

Amount

13/9

Result
(Billion yen)

Other Income (Expenses) Extraordinary Income (Losses)

-0.9--0.9Impairment Losses

+0.0-0.2-0.2
Loss on Sales and 

Disposal of Property, 
Plant and Equipment

-7.3--7.3
Structural Reform 

Expense

Special Severance 
Payment etc.

Recovery of 
Market Inventory

-1.1--1.1

-6.3--6.3

-0.8

-0.6

12/9

Result

-7.1-7.9Total

+1.20.6

Gains / Losses on 
Sales and Revaluation 

of Investments in 
Securities

YoY

Amount

13/9

Result
(Billion yen)
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Net Income and Comprehensive Income

+0.4 5.0 5.4 Net Income

+34.4 9.2 43.6 Comprehensive 
Income

-0.80.8 1.6 

Minority Interests in 
Earning of 

Consolidated 
Subsidiaries

-4.51.7

(22.7%) 

6.2

(47.3%) 

Tax Expenses 

(Tax rate)

+5.67.5 13.1 Income before Income 
Taxes

YoY Amount12/9 Result13/9 Result
(Billion yen)
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Consolidated Balance Sheets

+49.4

-

-

-

+35.4

+1.6

+0.7

+2.2

+14.1

Foreign 
Currency 
Exchange

+39.9

+3.2

+34.5

-4.3

+33.5

-6.9

-2.0

+4.0

+6.3

Change 
from 

2013/3

(Billion yen)

13/9 Excluding 
Foreign 

Currency 
Exchange

Total Liabilities 418.8 -7.8

Notes & Accounts 
Payable 47.6 +1.8

Other Payables 37.6 -2.7

Interest-bearing 
Debt 177.8 -8.5

Total Net Assets 336.7 -1.8

Shareholders’
Equity 318.3 -

Other 
Comprehensive 

Income
-0.9 -

Minority Interests 18.5 -

Total Liabilities and 
Net Assets 755.5 -9.6+49.4

+1.4

+18.1

+5.8

+25.2

+7.2

+7.4

+7.7

+24.2

Foreign 
Currency 
Exchange

+39.9

-4.5

+12.0

+5.0

+12.5

+5.5

-8.1

+26.3

+27.4

Change 
from 

2013/3

(Billion yen)

13/9 Excluding 
Foreign 

Currency 
Exchange

Total Current Assets 360.0 +3.2

Cash Deposits 
and Securities 117.5 +18.5

Notes & 
Accounts 

Receivable
110.2 -15.5

Inventories 90.0 -1.7

Total Fixed Assets 395.4 -12.7

Property Plant 
and Equipment 132.8 -0.8

Intangible 
Assets 162.7 -6.1

Investments and 
Other Assets 99.9 -5.9

Total Assets 755.5 -9.6

US1$= ¥98.6 1€= ¥128.6 1RMB=¥16.1 (2013/9)
US1$= ¥86.6 1€=¥114.7 1RMB=¥13.9 (2013/3)

*NOTE : Major account title only
Equity Ratio: 42.0%, Interest-bearing Debt Ratio: 34.6% (13/9)
Equity Ratio: 40.1%, Interest-bearing Debt Ratio: 37.9% (13/3)
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Consolidated Cash Flows

Free Cash Flows

36.4Free Cash Flows

-20.0Cash Flows from Financing 
Activities

22.0Consolidated Cash Flows

5.5Effect of Exchange Rate 
Changes on Cash and Cash 
Equivalents

-5.8Cash Flows from Investing 
Activities

42.2Cash Flows from Operating 
Activities

36.4

22.0
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Supplemental Data

43.8

13.6

14.5

18.0

32.5

10.1

21.6

31.7

14/3

Estimate

24.9

7.0

7.3

8.6

15.9

5.0

8.3

13.3

12/9

Result

(Billion yen)

13/9

Result

YoY

Amount

Change

YoY %

Change

YoY

Amount

Change

YoY %

Change

Investment in Plant and 
Equipment etc. * 14.0 +0.7 +5％ +3.4 +12％

Property Plant and 
Equipment 10.0 +1.7 +20％ +3.7 +21％

Intangible Assets etc. 4.0 -1.0 -19％ -0.3 -3％

Depreciation 16.6 +0.7 +4％ +0.5 +2％

Property Plant and 
Equipment 8.8 +0.2 +2％ +0.8 +5％

Intangible Assets etc. 7.8 +0.5 +7％ -0.3 -2％

R&D Expenses 6.6 -0.4 -6％ -0.0 -0％

Advertising Expenses 22.6 -2.3 -9％ -3.8 -8％

*Capital investment, investment in property plant and equipment, long-term prepaid expenses and 
intangible asset excluding goodwill and trademarks, etc.
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Supplemental Data
SG&A -Breakdown by Domestic/Overseas

247.2

103.0

144.1

4.5

4.5

0.1

75.1

31.0

44.1

85.8

29.5

56.4

81.7

38.1

43.6

12/9

250.5

118.0

132.5

4.4

4.4

0.1

78.8

37.5

41.3

88.2

36.6

51.6

79.0

39.4

39.5

13/9

-8.1%+11.6Domestic

+14.5%-14.9Overseas

Overseas

Domestic +/-0.0%+/- 0.0

-2.4%+0.1

-2.3%+0.1
M&A-related 

Amortization Cost

Overseas

Domestic

Total

Others

-6.4%+2.8

+21.3%-6.6

+5.0%-3.7

Overseas

Domestic -8.5%+4.8

+1.3%-3.3

+2.8%-2.4Personnel

+24.3%-7.2

-3.3%+2.7Advertising  & Selling

+3.4%-1.3Overseas

-9.2%+4.0Domestic

YoY %

Change

YoY

Increase

/Decrease

+:cost cut（Billion yen）
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