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I. Earnings Report for the First Half of Fiscal 2016
(1) Earnings summary

<External factors (economic trends and apparel market conditions)>
• During 1H, business conditions were weak because corporate earnings growth stalled even though the economy continued to recover. In response to various developments 

including the decline in the price of raw materials and an increase in uncertainty regarding Europe's economy due to the UK’s decision to exit the EU, Japan’s financial 
markets were unstable with a dramatic strengthening of the yen and decline in stock prices.

• As consumer sentiment declined and inbound demand fell conspicuously, the apparel and fashion industry continued to generally face harsh conditions, particularly in the 
department store clothing market, including price-conscious consumption of actually needed goods.

<Net sales and store sales>
• During 1H, store (retail) sales fell 39.5% year on year for the following reasons.

a. Net sales declined as a result of the licensed BURBERRY business coming to an end June 31, 2015.
b. This was the first spring-summer season for the MACKINTOSH LONDON brand (263 sales areas throughout Japan) and the BLUE LABEL/BLACK LABEL 

CRESTBRIDGE brand (151 sales areas throughout Japan), which were introduced for the fall-winter season of last year to compensate for the decline in sales from the 
BURBERRY business. Sales fell 18% short of projections because of a gap between the merchandising hypothesis and customer trend analysis as it was the first year 
the brands were deployed.

c. As previously stated, existing brand sales shrank 4% year on year on account of the harsh market conditions for clothing (particularly women's clothing) sold at 
department stores, our main sales channel. 

<Points regarding the consolidated income statement>
• The two new businesses generated less earnings than expected, which resulted in an increase in inventory of 2015 fall-winter season items and 2016 spring-summer 

season items.
For financial accounting, "a two-year scheme" has been adopted in which inventory is valued two years after the season items are introduced. However, for the excess 
inventory resulting from not achieving projections for the new brands during 1H, the inventory was valued and allowances provided during the current half. (about 2,7 50 
million yen greater than cost of sales)
This disposal of inventory accompanying the end of business with Burberry is progressing as planned, and there are no related additional factors for this fiscal year.

• Turning to SG&A expenses, a review was conducted of all items from a company-wide perspective, efforts were made to further increase efficiency, business resources 
were focused on the two new businesses, and work was done to promote the businesses. The company-wide review will be continued in 2H, and SG&A expenses will be 
cut 1,400 million yen more than projected for the full fiscal year, which includes cuts during 1H.

• Investment securities were sold off, and 3,510 million yen in special income was recorded.

• In response to the dramatic decline in sales and income as a result of actual 1H earnings and the downward revision in forecasts for 2H and full fiscal year, approximately 
3,070 million in deferred tax assets were used. 

<Profit structure>
• On account of weak earnings for the fiscal year, it was decided to withdraw 1 unprofitable brand during 1H (February) and 3 unprofitable brands during 2H (August). Efforts 

to implement the decision are moving forward, and the withdrawal is expected to be completed as planned. Further, there are plans to withdraw an additional 5 brands 
during 1H of fiscal 2017 and after.
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I. Earning Report for the First Half of Fiscal 2016
(2) Year-on-year change in monthly retail sales (non-consolidated, store sales)
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Note (2) Figures released by the Japan Department Stores Association (year-on-year change is unadjusted for number of stores)
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Note (1) Existing business excluding the BURBERRY business, MACKINTOSH LONDON, BLUE LABEL CRESTBRIDGE, and BLACK LABEL CRESTBRIDGE
<Points regarding 1H>

• Q1: As a result of weak sales of winter items, including clearance items, due to the warm winter and the transition in core 
businesses, company-wide store sales (actual) declined 39% year-on-year while store sales for existing businesses 
(excluding discontinued brands and new brands) fell only 5% year-on-year.

• Q2: Company-wide retail sales fell 40% year on year while existing business sales declined 4% because there was little use of 
women's clothing and summer casual items for various reasons including weak domestic demand and stagnant inbound 
consumption. Therefore, company-wide sales for 1H fell 39% year-on-year while existing business sales fell 4%.

• Brands that recorded strong retail sales: MACKINTOSH PHILOSOPHY (men's), +13% year-on-year; SANYO YAMACHO +11%; 
LOVELESS, +10%; EPOCA UOMO, +8%; EPOCA, +4%, Paul Stuart (men's), +3% year-on-year.

(%)
<Year-on-year change by month>
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(million yen)
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I. Earnings Report for the First Half of Fiscal 2016
(3) Consolidated income statement

--- a.

--- b.

--- c.

--- e. f.

--- d.

<Net sales and income>

<Points regarding the consolidated income statement>

a. Net sales fell substantially short of initial projections as a result of weak sales compared to sales projections for the clothing market, which is centered on the 
department store sales channel.

b. Gross profit fell on account of bringing forward the posting of the loss on valuation of inventory (about 2,700 million yen), and the gross profit margin fell 7.5 
percentage points short of projections. 
Excluding the above factors, gross profit was 16,340 million yen, 1,159 million yen less than forecast, and this corresponds to a gross profit margin of 47.9% (0.6 
percentage points greater than forecast).

c. As for SG&A expenses, although steps were taken to increase efficiency, the improved efficiency did not compensate for the decline in net sales. Therefore, SG&A 
expenses were 300 million yen less than projected and 920 million yen less than those for 1H of fiscal 2016.

d. As a result of b. and c. above, an operating loss 3,612 million yen less than the projected operating loss of 2,200 million yen was recorded. (Excluding the impact of 
inventory valuations, there was an operating loss of 3,058 million yen, 858 million yen less than projected.)

e. Extraordinary income of 3,517 million yen was recorded from the disposal of investment securities (about 2,300 million yen announced in February and 1,200 million 
yen, in June).

f. As earnings forecasts for the full fiscal year were revised downward, an income tax adjustment of 3,070 million yen was recorded using deferred tax assets.
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(4) Consolidated SG&A expenses (actual)
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<SG&A expenses>
(million yen)
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<Points regarding SG&A expenses>

a. Salaries and allowances fell on account of not only the smaller number of store staff due to the decline in the number of stores carrying the 
brands since last year but also the natural decline in the number of employees as they retire or resign.

b. Overall advertising expenses were the same as those for the previous fiscal year even though various measures, including advertising and 
sales promotions for the two new businesses and sales promotions for the Company’s EC website, were implemented because investments 
were prioritized.

c. Rent for stores fell for several reasons including the withdrawal from BURBERRY outlet stores. There were no changes in expenses related 
to office buildings and offices, which include headquarters building and branch offices.

As for SG&A expense projections for fiscal 2016, business resources will be concentrated on efforts to make the two new businesses a success 
and company-wide expenses will be controlled by prioritizing what is invested in. There have been no changes in plans for 2H and after, and 
keeping in mind an expense structure appropriate for net sales, high priority measures will be implemented first.

--- a.

--- b.

--- c.
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(5) Consolidated balance sheet
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(million yen)

<Balance sheet summary>
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<Points regarding the consolidated balance sheet>

a. Notes and accounts receivable declined as net sales fell.

b. Investments and other assets contracted as investment securities were sold off and stock prices fell.

c.    Notes and accounts payable fell as purchasing declined.

d.    Net assets shrank because retained earnings fell due to a net loss of 5,488 million yen, etc., and unrealized gains on other investment 
securities declined.

--- a.

--- b.

--- c.

--- b. d.
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II. Business Plan for the Second Half of Fiscal 2016 
(1) Second half earnings forecasts summary

I. Business restructuring
1. Resolutely undertake further cost restructuring.

(1) Resolutely strive to thoroughly reduce SG&A expenses.
a. Re-examine and review all expenses throughout the company without exception and cut expenses by about 1,400 million yen compared to fiscal 2016 expense projections, 

mainly in 2H (thoroughly spread cost cutting awareness throughout the company).

b. Have all employees work to thoroughly eliminate waste by reviewing operation flow and methods for undertaking operations and promote more efficient use of time (make 
meetings more efficient, etc.).

c. Pursue greater efficiency by reviewing how employees do their work
(reconfirm the purpose of all operations and concentrate on important operations and transform the company into one in which all employees efficiently achieve their 

objectives, which includes introducing flex-time and eliminating personal desks for employees by aggressively making use of IT).

(2) Move forward with efforts to rebuild the human resources and organization system by making use of voluntary retirements and increase efficiency.
d. Plan to attract 250 volunteer retirees by the end of fiscal 2016.

e. Review the organization system in order to create a planning, production, and sales system that is simple but can make the most of functions (will launch efforts January 
2017).

2. Restructure and strengthen profit structure.

(1) Move forward with strengthening the profit structure by withdrawing from unprofitable businesses and sales areas.
a. As for unprofitable businesses, discontinued 1 brand in 1H of fiscal 2016 (February) and plan to discontinue 3 brands during 2H of 2016 (August) and 5 brands during 1H of 

fiscal 2017.

b. Withdrew from 30 unprofitable sales areas during 1H of fiscal 2016, mainly ones for the above brands, and plan to withdraw from 50 during 2H of fiscal 2016 and 140 during 
1H of fiscal 2017.

(2) Improve gross profit margin by restructuring planning and production (thoroughly reduce cost of manufacturing, improve sell-through rate at 
manufacturers recommended retail price, etc.).
c. Thoroughly eliminate waste and increase gross profit margin through various efforts including increasing the precision or raw material orders (outer material, lining, 

secondary materials), focusing on a smaller number of patterns, and increasing production volume per lot.

d. Increase the gross profit margin by directly importing products manufactured overseas and further expanding direct trade.

(3) Improve profit structure by reducing inventory.
e. Promote efforts to use up inventory by developing new sales routes, in addition to existing ones, in order to reduce the increase in carry-over inventory

f. Flexibly adjust and manage inventory using new purchasing controls.
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II. Business Plan for the Second Half of Fiscal 2016 
(1) Second half earnings forecasts summary

II. Business-focused strategy
3. Move forward with efforts to expand the two new businesses (MACKINTOSH LONDON and BLUE LABEL/BLACK LABEL CRESTBRIDGE).

(1) MACKINTOSH LONDON business
a. Develop effective advertising and sales promotion plans based on marketing surveys (consumer trends) in order to raise brand recognition.

b. Dramatically improve product merchandising by analyzing first year data to clarify target customers and analyze customer needs with an eye toward the start of the second 
year.

c. Meet the detailed needs of customers using seasonal/monthly product merchandising that breaks free of existing ideas and makes use of the strength of the new, better 
brands.

d. Review the price range and develop product merchandising, which includes responding to customer needs, in order to ensure greater competitiveness in the department 
store market.

e. Raise income by developing area and store class–specific product merchandising and increasing the total sell-through rate.

(2) BLUE LABEL/BLACK LABEL CRESTBRIDGE business
a. Develop effective advertising and sales promotion plans based on marketing surveys (consumer trends) in order to raise brand recognition.

b. Dramatically improve product merchandising by analyzing first year data to clarify target customers and analyze customer needs with an eye toward the start of the second 
year.

c. Review the price range and develop price-focused merchandising for new groups of customers to approach (capture new customers) with an eye toward fiscal 2017.

d. Aggressively and boldly take on the challenge of developing new sales channels other than department stores (develop new merchandising and success with using pop-up 
shops).

4. Accelerate efforts to strengthen and promote the expansion of the EC business and introduction of an omni-channel approach.
a. Move forward with the adoption of an omni-channel approach by expanding Sanyo Shokai's EC functions (SANYO iStore, BLUE LABEL/BLACK LABEL CRESTBRIDGE.

b. Provide customers with convenience and attract them to the brand (EC or store) by expanding the introduction of SANYO MEMBERSHIP (move forward with its introduction 
into sales area at department store and steadily launch full operation in 2H).

c. Improve customer satisfaction and increase sell-through rate by integrating inventory and eliminating lost sales by sharing data with the sites of other companies.

d. Secure the human resources to contribute to the promotion of the EC business (priority assignment of in-house workers, flexibly recruitment personnel from outside the 
company, etc.)

e. Create a system to promote the EC business throughout the company (create an organization with direct control by management and put director-class people in charge).

* For other brands, priority issues for 2H are being sure to achieve sales forecasts and to generate the income to cover the expenses necessary to achieve those forecasts, 
and efforts will steadily be implemented to do that.
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<Net sales and income> (million yen)
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II. Business Plan for the Second Half of Fiscal 2016
(2) Consolidated income statement

--- a.
--- b.

--- c.

<Revised sales and income projections for 2H and full fiscal 2016>

a. Sales forecasts for 2H and the full fiscal year were revised downward taking into consideration 1H results. 
(As for store sales [retail sales], which form the foundation of net sales, a breakdown by sales channel can be found on p. 14, and an 
explanation of details on p. 15.)

b. Gross income projection was revised downward because the net sales projection was cut and the income margin forecast was 0.9 percentage 
points less than projected for several reasons including the disposal of inventory that increased compared to initial projections.

c. As for SG&A expenses, all items will be reviewed, and they are expected to be cut by about 3,600 million yen compared to last year, and these 
will mainly come from the following: 
(personnel related expenses, -1,100 million yen; advertising expenses, -1,700 million yen; rent expenses for real estate, -200 million yen; 
other expenses, -600 million yen (all relative to 2H of fiscal 2015))

d. In 4Q, an extraordinary loss related to business restructuring and improvement expenses of about 3,000 million yen is expected to be 
recorded on account of various expenses, including those for attracting voluntary retirees.

--- d.
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<Retail sales by sales channel>
(million yen)
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II. Business Plan for the Second Half of Fiscal 2016
(3) Retail sales by sales channel (non-consolidated)

<Retail sales projections by sales channel (non-consolidated)>

• Department stores: Sales projections for both men's and women's wear were revised downward out of consideration of 1H business conditions.

• FB, stores, etc.: Sales projection was revised upward 2 percent for various reasons including the impact of the new LOVELESS Nagoya store in the 
Sakae area of Nagoya, the first such store in the Tokai region.

• EC and mail order: There were no changes to initial 2H sale projections, which reflects the system switchover in 2H of fiscal 2015 and various positive 
developments, including the introduction of new brands.

• Outlets: Sales projection was revised upward 33% from the initial projection on account of various measures including a switchover to new brands as 
a result of an end of the outlet sales channel for the BURBERRY brand. 
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<Core brand retail sales> (million yen)
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II. Business Plan for the Second Half of Fiscal 2016
(4) Core brand retail sales (non-consolidated)

<Core brand retail sales projections (non-consolidated)>

• MACKINTOSH LONDON will start its third season in September. Various concrete measures given on p. 21 will steadily be implemented, stronger 
efforts will be made to increase brand awareness, and the expansion of the business will be accelerated. 
As for Paul Stuart and EPOCA, earnings were firm during 1H, too, on account of the successful efforts to strengthen branding. In 2H, the brand 
deployment for some categories will be reviewed, and aggressive efforts to accelerate the growth of the business will be made.

• As for the department store women's clothing brands AMACA, EVEX by KRIZIA, and TO BE CHIC, we will boldly pursue product development 
appropriate for the sales channel and greater efficiency and strive to ensure profits through various improvements such as revising product 
merchandising and increasing the number of products that use a particular pattern by focusing on a smaller number of production patterns while keeping 
in mind business conditions that remain extremely harsh.

• As for LOVELESS, which is sold in multi-brand shops, a LOVELESS store in Nagoya was opened during 1H, creating a network of 11 directly managed 
stores, and this completed the current round of new store openings. Staring in 2H, focus will be on the profitability of individual stores, the goal will be to 
implement measures to effectively attract customers and further increase the level of store services, and work to strengthen the profit structure will be 
accelerated.

• Turning to BLUE LABEL/BLACK LABEL CRESTBRIDGE, the various detailed measures given on p. 12 will be undertaken and efforts will be made to 
improve brand recognition.



16

<Number of sales areas by sales channel (only sales areas in Japan handling retail sales)>
(stores)

(Note) Figures exclude coat sales areas, which are highly seasonal.

<Number of sales areas in fiscal 2016>
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II. Business Plan for the Second Half of Fiscal 2016
(5) Projection of sales areas by sales channel (non-consolidated)

• During 1H of fiscal 2016, the number of sales areas were reduced by moving forward with efforts to discontinue 
unprofitable businesses (1) and withdraw from unprofitable sales areas (30).

• During 2H of fiscal 2016, too, the profit structure will be strengthened by continuing to discontinue unprofitable businesses 
(3) and withdraw from unprofitable sales areas (50). 
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III. Five-Year Medium-Term Business Plan

 Comments on the Five-Year Medium-Term Business Plan
This year, fiscal 2016, is the midpoint of the Five-Year Medium-Term Business Plan announced in fiscal 2014. Two new businesses,
MACKINTOSH LONDON and BLUE LABEL/BLACK LABEL CRESTBRIDGE, were launched to replace the licensed BURBERRY 
business, which came to an end in the 2015 spring-summer season. Unfortunately, actual earnings from the two new business for 
their debut year were substantially less than projected and earnings from existing businesses, which were positioned as core 
businesses, failed to meet projections for various reasons, including the harsh overall market and inflexible merchandising plan. 
Therefore, earnings for 1H of fiscal 2016 were extremely poor.

Having earnestly accepted these results as the actual abilities of the Company at the current time, it is management's judgment that 
the reconstruction plan needs to be reworked using the actual figures for fiscal 2016 as a starting point. Therefore, we have
temporarily withdrawn the announced Five-Year Medium-term Business Plan.

As for the new business plan, a Business Restructuring Committee headed by the president will be formed to bring together the
wisdom of management and employees from throughout the company, work to fundamentally restructure the business and formulate 
a new growth strategy with fiscal 2017 as the first year will be launched, and a business plan that includes concrete measures will be 
announced by the end of October.

We hope for the understanding and acceptance of all stakeholders regarding the dramatic change in the environment that the 
company operates in and the circumstances that led to this change in policy.

July 29, 2016

Representative Director & President Masahiko Sugiura
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