
I am Hirotatsu Shimada from Unicharm. Thank you very much for taking the time 
to participate in today's web conference for the Q1 financial results briefing for 
the fiscal year ending December 2023 of Unicharm. Without further ado, I will 
proceed with the explanation of the contents.
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First, I will provide an overview of the Q1 financial results for the fiscal year 
ending December 2023. 
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On page three of the document, this is the summary of the financial results.
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Now, I will explain from page four. This is the highlight of our consolidated 
financial results. 

Regarding the performance of the Q1 financial results for the fiscal year ending 
December 2023, net sales reached JPY220.8 billion, an increase of 8.1% YoY, 
marking the highest-ever figure for Q1.

Core operating income was JPY28.4 billion, a decrease of 5.1% YoY. During Q1, 
the appreciation of the US dollar and depreciation of local currencies led to 
further increases in raw material costs and rising energy costs on top of that, 
among other factors, resulted in an increase in the cost of sales ratio by about 
3%. However, by promoting value-shifting, we managed to mitigate the 
deterioration of the cost of sales ratio, resulting in a core operating income 
margin of 12.9%.

As for the consolidated earnings forecast, as shown in the table on the far right, 
the progress of all items from net sales to quarterly profit attributable to the 
parent company's owners is moving in line with our expectations.

Now, I will explain the details of our performance and the progress of our 
earnings forecast in the following pages. 
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Please refer to page five of the document. This is the quarterly performance 
trend. Our products are essential items for daily life, and we have been able to 
achieve stable sales growth while continuously promoting value-shifting. As a 
result, we achieved record-high sales in Q1.

In addition, despite the further increase in raw material costs and other cost 
factors during this quarter, we have maintained a high level of core operating 
income under challenging conditions.
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Please refer to page six. 

Next, we will discuss the changes in core operating income.

Although the ratio of selling, general, and administrative expenses to net sales 
improved by 0.4 percentage points, the overall expenses increased by about 
JPY2.7 billion due to the increase in expenses associated with higher sales. Within 
this, advertising expenses increased by JPY800 million. The main factor for this 
increase was the implementation of further advertising investments to improve 
brand recognition in North America's pet care, and in Indonesia, among others, 
during the process of promoting value-shifting.

Next, the increase of JPY1.8 billion in other expense items is due to factors such 
as personnel expenses, research and development expenses, outsourcing 
expenses, and travel expenses.

On the other hand, logistics expenses have slightly decreased as the ratio to net 
sales improved by 0.5 percentage points. In particular, in Japan, the improvement 
of the logistics expense ratio, mainly in pet care, was due to value shifting and 
the promotion of higher value-added products, which led to an increase in unit 
prices. Factors also include value shifting in Indonesia and a decrease in export 
volume to Indian subsidiaries.

Regarding gross profit, the further increase in raw material unit prices, continuing 
from last year, led to a decrease of approximately JPY6 billion in gross profit. To 
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absorb this, we increased the value offered by continuously deploying added-
value products and successfully balanced value shifting and quantity effects in 
Japan, India, and Indonesia, which allowed us to increase gross profit and absorb 
the raw material-related expenses.
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Please refer to page seven. Next, we will discuss segment information by 
location. 

First, in Japan, net sales increased by 1.7%, while core operating income 
decreased by 1.6%. The core operating income margin worsened by 0.7 
percentage points to 18.8%, mainly due to the impact of soaring raw material 
prices.

Although the business environment was challenging due to the depreciation of 
the yen, further cost increases such as raw material costs, and the shrinking of 
sales space for COVID-19-related products as the COVID-19 infection status was 
lowered to Category 5, we were able to limit the decline in profit by continuing to 
promote value-shifting as planned in pet care, wellness care, and baby care.

Among these, pet care achieved over 10% growth in sales, and baby care also 
achieved high single-digit growth. In addition, wellness care, excluding masks, 
grew in the mid-single digits, driving growth in Japan. By the way, excluding 
COVID-19-related products such as masks and wet tissues, Japan achieved mid-
single-digit growth in both sales and profit. 

Next, regarding the Asia region, net sales increased by 9.4%, core operating 
income decreased by 14%, and the core operating income margin was 10.3%. In 
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major Asian countries, we are promoting value-shifting as planned, almost on 
schedule, despite the further rise in raw material prices. However, the speed of 
cost increases since last year has been very fast, and keeping up with the pace has 
been challenging.

The main factors for the decrease in profit are the real growth rate of sales (i.e., 
excluding the effects of exchange rate fluctuations) in major countries, as shown 
in the lower part of the slide, with China and Thailand being impacted. In China, 
the main factor is that feminine care experienced a decline in both sales and 
profit. This was influenced by the end of the zero-COVID policy at the end of last 
year and the impact of infection expansion in January. Additionally, we 
implemented a strategy of switching to higher-priced products in response to 
inventory reduction trends in distribution channels, which further impacted sales 
and profit. 

Despite such challenges, we were able to improve profitability while growing 
domestic premium products in baby care, where we are promoting structural 
reforms. In Thailand, the decline in birth rates and market shrinkage due to 
consumers buying cheaper or lower-quality products in the baby care market had 
a significant impact. In addition, proactive advertising in growth markets such as 
feminine care and wellness care also affected the decrease in profit, but we were 
able to grow at a rate exceeding market growth. In other Asian countries, 
Indonesia maintained its strong performance, achieving robust top-line growth.

Lastly, regarding other regions, net sales increased by 16.8%, and although the 
core operating income margin worsened by 0.9 percentage points to 8.7%, core 
operating income increased by 6.8%. This growth was driven by North American 
pet care and Brazil.

For North American pet care, as a result of the successful trend in value shifting 
products such as cat treats since last year, sales increased by 9%, and profitability 
improved. In Brazil, despite the impact of soaring raw material prices and the 
depreciation of the real, we promoted value-shifting and achieved a return to 
profitability with high top-line growth.
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Please refer to page eight of the document. This is a graph of the trend for core 
operating income margin by location.

While we are still feeling the impact of rising raw material prices this quarter, the 
cost ratio has been improving since the peak in Q4 of last year. With the 
continuous expansion of value-added product offerings, we expect to see 
improvements in the core operating income margin from Q2 onwards, with Q1 
being the bottom.
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Please refer to page nine. This is a graph of the ratio of overseas sales.

In terms of composition ratio, overseas sales rose to 68.5%, the highest level ever.
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Please turn to page 10. This is the business segment information.

Regarding the increase in sales and decrease in profits for personal care, as 
explained earlier in the location-based information, the main factors are the 
impact of soaring raw material prices in various regions, the impact of inventory 
reduction in China's distribution channels, a decrease in sales due to the 
shrinkage of the baby care market in Thailand, and the decline of demand for 
masks and wet tissues in Japan.

Despite these conditions, in India, Indonesia, and Japan, value-shifting centered 
around baby care has progressed smoothly, contributing to performance. Pet 
care has seen an increase in both sales and profits. As for the content, as 
mentioned earlier, Japan led the performance by achieving a significant increase 
in sales and profits by promoting value-shifting, which absorbed the impact of 
high raw material prices.

In addition, North America continued to maintain strong growth in both sales and 
profits. We are also investing heavily in China and Southeast Asia to prepare for 
business expansion, so costs are being incurred in advance.
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Please refer to page 11 of the document. This is the impact of exchange rate 
fluctuations for each currency.

Due to the rate changes of each currency, the impact of translating financial 
statements at the closing rate resulted in an increase in sales of about JPY10.6 
billion compared to Q1 of FY2022. As for the core operating income, there was a 
profit increase effect of about JPY1.2 billion.
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Moving on, I will explain the progress overview of the performance forecast for 
the fiscal year ending December 2023, which we announced in February this year.
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Please turn to page 13. This is the summary of our consolidated performance 
forecast progress.

The Q1 performance was as expected, so there are no changes to our initial 
forecast for sales and core operating income. When looking at our Q1 
performance, it appears that our core operating income margin is 
underperforming compared to our annual performance forecast of 14.6%, but 
this is progressing as expected. Although our internal plan for H1 is not publicly 
available, we believe you can understand that the image of the core operating 
income margin is in the 12% range.

Looking ahead to Q2 and beyond, we expect to see further progress in our 
strategy of value shifting. This should help ease the burden of costs and expand 
the margin of increase in our core operating income in H2.

The topics for Q1 are as you can see.

In response to this, in order to achieve our performance forecast, we plan to 
continue to diligently implement the penetration of value-shifting in each 
country and region from Q2 onwards, as we did in Q1. We will keep an eye on the 
external environment and strive to extend the top line while maintaining the 
balance between the value and quantity of products.

Regarding feminine care products in China, we faced issues in Q1 that impacted 
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our ability to expand market share. However, with the current recovery trend in 
the economy, we plan to restore and expand our performance. To achieve this, we 
will smoothly transition inventories, expand distribution, and further promote 
premiumization of our products.

Furthermore, for baby care, we will continue to aim for a turnaround to 
profitability as planned, through the expansion of premium products.

13



Please turn to page 14. This is the highlight of our consolidated earnings forecast 
for the fiscal year ending December 2023.

I will skip the explanation as we have already covered the content earlier.
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Next, I would like to explain our policy on shareholder returns. 
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Please turn to page 16.

Our policy on shareholder returns is to prioritize business investments to realize 
continuous growth. In terms of dividends, based on medium- to long-term 
growth of consolidated earnings, we aim to provide stable and continuous 
dividends. We also plan to flexibly implement share buybacks as needed. As a 
result, for fiscal 2023, we plan to maintain a total return ratio of 50%.
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Please turn to page 17 in the document. This is about the dividends per share.

For FY2023, we plan to increase the annual dividend by JPY2 to JPY40, marking 
22 consecutive periods of dividend increases.
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Please turn to page 18. This is about the trend in the acquisition of our own 
shares.

For FY2023, the Board of Directors resolved in February to acquire up to JPY17 
billion, with a maximum of 3.9 million shares. While no buybacks were made in 
March and April, there are times when we can't acquire our shares due to insider 
information and other factors, so we would appreciate your understanding.

Moving forward, we will continue to provide stable and continuous dividends, 
and implement share buybacks as part of our important management policy to 
return profits to shareholders. We will strive to improve corporate value through 
the creation of sustainable cash flow.

From page 19 onwards, the materials cover the status of our efforts towards 
medium-to long-term ESG goals, but I will skip the explanation due to time 
constraints.

That concludes the explanation of the financial results for Q1 of the fiscal year 
ending December 2023.
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