
I am Takahisa Takahara.

Thank you for taking time out of your busy schedule to attend the financial 
results of the 2nd quarter of fiscal year ending December 31, 2023. 
Let me immediately begin explaining the contents.
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First, the summary of the financial results for the second quarter of the fiscal year 
ending December 31, 2023.
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Please see page 3 of the document.
Here is a summary of the financial results for the second quarter of the fiscal 
year ending December 31, 2023.
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First, please see page four of the material in your hand.
Here are the highlights of the consolidated financial results.

For the financial results for the second quarter of the fiscal year ending 
December 31, 2023, net sales increased by JPY453.9 billion, or 7.7%, to reach a 
record high for cumulative 2Q for the seventh consecutive year. It was JPY58.7 
billion this time, which means a 6% increase in profit.
In 2Q, the cost of raw materials rose further, compounded by higher costs and a 
weaker local currency. Although the cost of goods sold increased strongly due to 
rising energy costs, the gross profit margin improved more in Q2 than Q1, to 
12.9%, which was achieved with our policy of adding value by improving margin 
mix with new value-added products.  

As for the forecast of consolidated financial results, we recognize that the 
progress of all items, from net sales to profit attributable to owners of the parent 
company, as shown on the right side of the table, is on the expected line.
I will now discuss the details of our business performance and the progress of our 
forecasts, on the next page and beyond.
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See page five of the document. 
Here are the quarterly result trends. 

The products we produce are daily necessities, and we have been able to 
achieve stable sales growth while continuously promoting value-shifting.
The current quarter was also the highest ever for 2Q on an April to June basis. 

In addition, there were further increases in raw material and other costs during 
the quarter, which made for a difficult environment.
Core operating income was at a high level due to improved gross profit margins 
resulting from the promotion of value shifting and other factors.
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See page six. 
Next is the changes in core operating income.

First, as for SG&A expenses, the ratio of SG&A to sales has improved 0.8%. Actual 
SG&A expenses as a whole increased by about JPY4.2 billion, due to the portion 
of expenses that increased in line with the increase in revenue. 

In this context, we increased advertising expenses by JPY1.1 billion. This is mainly 
due to the fact that we have launched advertisements to increase brand 
awareness in Indonesia, China, and North America pet care business
Next is other expense items, which increased by JPY3.7 billion. There are 
personnel expenses to reinforce human capital, as well as R&D, research, and 
outsourcing expenses. 
On the other hand, the ratio of logistic cost to sales has dropped 0.7%. Loading 
efficiency improves by increasing unit price while price increase penetration 
progresses. Therefore logistic efficiency as a whole improved, especially in Japan.

As for gross profit rate, there was a negative impact of approximately JPY12.5 
billion for raw material-related items, with further increases in raw material unit 
prices, which is continuing from last year. In order to absorb this increase, we 
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moved forward to increase prices with the launch of value-added products 
starting in Japan, then India, Indonesia, and Brazil.
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See page seven. 
Here is geographical segment information.

In Japan, net sales increased 4.2% and operating income rose 7.8%. Operating 
income margin improved by 0.6 percentage points to 18.5% as a result of the 
penetration of value-shifting, despite there being an impact of higher cost of 
goods due to the weaker yen.

Compared to last year, the yen has weakened. Also there were increases in costs 
for raw materials and other items, and reduction of mask sales floor space due to  
COVID-19 being reclassified as Class Five illnesses has caused a decline in 
business performance. However profit increased from price increases in pet care, 
baby and childcare, and wellness care for adults, as planned, which has been 
ongoing since last year. In particular, pet care was able to increase sales in the 
high 10% range, to 16.5%. Baby and childcare was in the mid-single digits, at 5.1%, 
but we were able to increase revenues well. Wellness care, excluding masks, also 
led Japan, with sales growth that were more than 5%.

Next, I would like to discuss the Asian region. In Asia, net sales increased by 8.9%, 
while core operating income decreased, albeit by 0.1%. Operating income margin 
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was 10.3%. 

In the major Asian countries, while affected by further raw material price hikes, 
we proceeded to pass on value almost as planned, resulting in a slight decrease in 
profit despite an improvement in sales growth.
In 1Q, profits decreased in all major countries except India, but profits increased 
in all countries except Thailand in 2Q. Asia as a whole is on an improving trend, 
and sales and profits are increasing steadily, at double-digit rates, excluding 
Thailand. 
As in the 1Q, results were significantly impacted by market contraction in the baby 
care market due to down trend related to a decline in the number of births and 
some competitive factors. One of the characteristics of Thailand is that it is 
difficult for the private sector to raise prices on its own, and the delay in getting 
approval to raise prices has had the effect of delaying the transfer of price shifts, 
although it is now on its feet and own way.

As for China, Feminine Care made significant progress in April-June with shipments of 
renewal products and other products in preparation for future COVID-19 re-expansion, 
partly due to a decrease in distribution inventory in the 1Q. Feminine Care had a very 
strong April-June quarter, with sales up about 30% and profit up 60%. In the first half, 
sales increased 7% and income decreased 6%, although there was a V-shaped recovery 
in the first half.

We have also been able to improve profitability and reduce the deficit while 
growing baby and childcare, which is undergoing structural reform by focusing on 
premium brands only. The premium made-in-China products are growing and we 
are able to achieve 19% increase in revenue. In the rest of Asia, value shifting in 
India and Indonesia is progressing well, and growth for top-line is also strong.

Finally, about the other regions, net sales increased 11.0%, core operating income 

grew 17.1%, and the core operating income margin improved 0.5 percentage points to 
9.6%.

This was driven by Brazil and North America Pet Care.

As for Brazil, amid soaring raw material prices and a weak REAL, the top line 
continued to grow at a high rate, mainly in the baby care business, as the value 
shift continued, and profitability was firmly established.
In the pet care business for North America, growth in the April-June period was 
temporarily slowed by the suspension of the COVID-19 subsidy in March, which 
led to a reluctance in purchasing, as well as adjustments to distribution 
inventories. As a result, sales grew 1% and profitability improved; from July 
onward, demand recovered, and we continued to see strong sales of cat treats 
and other value-shifting products from last year.
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See page eight. This chart shows core operating income by geographical segment.

Although the sharp rise in raw material prices had the greatest impact during the 
quarter under review, the core operating profit margin has been improving 
mainly in Japan since 4Q of last year, when we began value-shifting to customers. 
As a result,  core operating income margin is also steadily improving compared to 
the same period.

For the 2H, we will continue to develop value-added products and expand 
penetration of the market. 
The price hike of raw materials should settle down, therefore, we expect core 
operating income margin to bottom out in 1Q and to improve in 2Q, followed by 
3Q and 4Q.
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See page nine. 
Here is a graph showing the percentage of overseas sales.
67.5 of our sales are now overseas. Asia accounted for almost half of the 
consolidated total. 
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See page 10. 
Here is the information by business segment.
As I mentioned earlier, the increase in sales and income in personal care sales 
was affected by the sharp rise in raw material costs on a global basis, including 
Japan, as I mentioned earlier.

As for the increase in sales and decrease in profit in personal care,
As mentioned earlier in the geographic segment, the impact of the sharp rise in 
raw material prices in various regions, decrease in sales and profit due to the 
shrinkage of the baby care market in Thailand, and a further negative impact 
from the declining mask demand in Japan, but the value-shifting progressed 
smoothly and sales increased in all categories in Japan, India, and Indonesia, 
which is almost absorbing the negative impact.

As for pet care, both sales and income increased. As mentioned earlier, Japan led 
the way with a significant increase in both sales and income, absorbing the 
impact of raw material price hikes through the penetration of value shifting.
In addition, sales and income continued to increase in North America.
In other areas, we are preparing for business expansion by aggressively investing 
in China and Southeast Asia, so expenses are ahead of schedule.
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See look at page 11 of the document. 
Here is the impact from exchange rate fluctuations. 

Due to fluctuations in the exchange rates of various currencies, the effect of 
converting the financial statements at the closing rate was to increase net sales 
by approximately 13.7 billion yen versus the 2Q of FY2022.
Core operating income increased by approximately 1.7 billion yen.
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From page 12 onward, we would like to provide an overview of the progress of 
the performance forecast.
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Please look at page 13. 
This is a summary of the progress of the consolidated performance forecast.

Since Q2 results are in line with our expectations, we have not changed our initial 
forecasts for sales, core operating income, and other items.
As for the transition of core operating income from 3Q, we will proceed based on 
the assumption that we expect to achieve an exceeding increase in income than 
1H, due to the progress in the penetration of value-shifting; and there should be 
a benefit from raw material-related costs, more than anticipated in 2H.

There are approximately 5 billion yen in raw material-related cost benefits that 
are greater than expected. We expect to offset the raw material benefits, 
although we will not achieve the initial 5 billion yen by promoting the 
penetration of value shifting.
The factors that contributed to the underachievement were masks and Thailand. 
And about 5.0 billion yen is the portion where the margin mix deteriorated due 
to factors such as the strong performance of the low-profit Baby Care business.

The topic for 2Q is, as shown.
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The steady penetration of the pet care and baby care value shift in Japan, as well 
as the expansion of penetration in India, Indonesia, and other countries, is 
expected to result in an upward swing in earnings, respectively, absorbing the 
delay in progress in Mask and Thailand.

In response to this, in order to achieve our earnings forecast, we will ensure 
that we pass on the value to each country and region in the 2H, just as we did 
in the 1H. If the cost does not go down, the structure allows the reduction in 
costs to be reflected in an increase in gross profit.

We will keep a close eye on the external environment and constantly monitor 
economic fluctuations and changes in consumer purchases.
There have been no negative effects on product prices or quantity trends so far, so 
we believe we can go into the 2H of the year without making any changes to the 
budget, given that they are essential items.

On a non-consolidated basis, we believe that our management responsibility is to 
achieve sustainable growth through value shifting in pet care in Japan and baby 
care, and to return to profitability as planned in China Baby Care, which has been 
a challenge so far, through continued expansion of premium products produced in 
China.
Since we have already started to launch some of our Chinese premium products, 
we believe that we will be able to return to profitability.

In addition, feminine care, the core of our China business, is planned to launch 
renewal products in 2H, so it is in very good shape at distribution. In general, 
there may be some concern about a slowdown in China's economic growth, but 
while it is, of course, not positive, it has not had much of an impact so far. After all, 
I think the characteristic of daily necessities are making the best use of it. 

Also in Thailand, baby care has stalled, but we continue to see solid volume 
growth in the growing markets of feminine care and wellness care, so we will 
improve our business mix through growth by market creation.
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Please look at page 14.
This is the highlights of the consolidated forecast for FY ending in Dec 2023.

We expect 7.3% increase in sales and 17.9% increase in operating income, as 
originally planned.
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From page 15 onward is the policy for returning profits to shareholders. 

15



Please refer to page 16 of the document.

Regarding our shareholder return policy, while prioritizing business investment to 
achieve sustainable growth, we will pay stable and continuous dividends based 
on medium-to long-term consolidated performance growth, and flexibly 
implement share buybacks as necessary, with a total return ratio of 50% in 
FY2023 as well. 
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Please turn to page 17.

As for the dividend per share, we have decided to increase the dividend per share by 
1 yen to 20 yen per share at the end of the 2Q of FY2023 as planned.

We also plan to increase the year-end dividend per share by 1 yen to 20 yen.
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See page 18. 
Here are the changes and plans for share buyback.

The Board of Directors approved a resolution in February to acquire 3.9 million 
shares, at a maximum acquisition cost of JPY17 billion in FY2023, and by the end 
of June, the Company had already acquired 1.864 million shares, at an acquisition 
cost of JPY10 billion. The remainder will be implemented in a flexible manner. 

We will continue to consider the return of profits to shareholders as one of our 
important management policies, combining stable and continuous dividend 
payments with share buybacks, and will strive to increase corporate value 
through sustainable cash flow generation.
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From page 19 of the document,  is our initiatives for medium- and long-term ESG targets, 
which I have already explained, but due to time constraints, I will skip this part of the 
explanation.

This concludes my explanation of the financial results for the 2Q of the fiscal year ending 
December 31, 2023.
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