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Presentation 

 

 

Murai: I would like to start with today's point. 

The Q1 results show a decrease in both sales and income, largely due to one-time factors, as well as 
reactionary effects from last year. 

Operating income has also been underachieving. However, it is encouraging to see a recovery trend both 
domestically and overseas from March onward. 

First, the net sales by region.  

In Japan, hair care products continued to perform steadily. However, sales of hair coloring products were 
somewhat sluggish, and sales of cosmetic products were down due to reactionary effects from last year's 
strong sales of new products. 

As for overseas, sales in the US continue to do well. However, sales in South Korea and China declined due 
to a temporary setback and a reactionary decrease. We expect improvement from Q2 onward and will 
continue to monitor the situation closely. 

Operating income declined due to the decline in sales, but also because SG&A expenses increased compared 
to the previous year. The decrease in sales was a major factor in our failure to achieve our target versus the 
previous year. 

As for the forecast for the full year, we have decided to leave it unchanged at this stage, as I will explain 
later. Since March, there has been a recovery trend, and we intend to watch for a steady recovery trend 
both in Japan and overseas, so we have decided not to change our full-year forecast. 
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This is the consolidated statement of earnings section. 

Sales and profits declined. First, I will explain the factors that have led to a sales decline.
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We have inserted a page titled “factors behind the shortfall in consolidated net sales” on this page. 

Although sales rarely fall below target so far, we felt an explanation was necessary in this case. We'd like to 
clarify especially the one-time factors and reactionary decline seen in January and February. First, in Japan, 
the underachievement was at JPY730 million. The market factor was a slowdown in the frequency of salon 
visits. The situation was particularly difficult around February. 

As for our internal factors, sales of new cosmetics products unfortunately did not meet our target. While we 
did not expect to have as many sales as the last year since we had the high benchmark last year, we 
unfortunately still could not meet our target even with new products. Overall market growth in the hair 
coloring category has been sluggish. As product performance becomes more similar, competition among 
manufacturers intensifies, leading to stagnant sales. 

In South Korea, which accounts for the largest share of our overseas sales, we believe performance was 
mainly affected by political turmoil around January, which appeared to discourage consumers from visiting 
salons. Additionally, our distributor performed inventory adjustments during the same period, which further 
impacted results. 

Another contributing factor was the appreciation of the yen against the Korean won, which negatively 
affected our performance. 

In the “Other” overseas regions, sales also declined year-on-year due to a reactionary drop following a surge 
in demand ahead of last year’s price increase. 

Since March, we have observed that the frequency of salon visits in Japan has largely returned to typical 
seasonal levels, indicating a recovery in market activity. 

On the company side, our hair care product category continues to perform well, and we believe this growth 
will be sufficient to offset any potential slowdown in other categories. In the hair coloring category, Villa 
Lodola Color, which has received strong market recognition, is showing steady growth and is expected to 
contribute positively to overall performance. 
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Overseas, inventory adjustments by our distributor in South Korea appear to have been completed. While 
the outlook for political stability remains uncertain, the situation has remained stable thus far. 

The trend of yen appreciation against the Korean won continues. However, future currency movements 
remain difficult to predict, and we appreciate your understanding regarding this uncertainty. 

In “Other” regions, although the reactionary decline following last year’s pre-price-increase demand surge 
was greater than anticipated, we expect sales to normalize over the full fiscal year.

 

This page shows the waterfall chart to show the consolidated operating income compared to the same 
period of the previous year.  

A decline in sales year-on-year was a primary negative factor. 

In terms of SG&A expenses, as anticipated, personnel and other costs increased, which resulted in a 
decrease in operating income. 
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On this page are the factors behind the difference against target in consolidated operating income. 

The primary reason was the shortfall in sales. 

Regarding SG&A expenses, we have not significantly exceeded our planned spending. In fact, some 
budgeted funds remain unutilized at this stage. That said, we anticipate that these funds will likely be used 
over the course of the fiscal year in line with our overall plan. 

I will provide further details on this point later in the presentation. 
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Here are the net sales and operating income for domestic and overseas. 

Net sales in Japan declined by 2.5%. Overseas sales also declined by 3.9%.  

Among the overseas regions, the United States continued to deliver solid results, reflecting the strength of 
our performance in that market. 
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Moving on to financial results by region, for Japan. 

Hair care products continued to perform well; however, this was not sufficient to fully offset the declines in 
hair coloring and cosmetics. That said, sales have been stable since March, and we are maintaining our full-
year forecast. Hair coloring remains a challenging area, but we are committed to implementing various 
measures to address this and improve performance going forward.  

Then, in terms of income, as previously announced, we implemented price increases on a part of our 
existing hair care products starting May 1. While it is still too early to assess the full impact, we are confident 
that the price revision will have a positive effect on earnings. We will continue to monitor this closely.  

 

Moving on to financial results by region, for South Korea. 

We believe the stagnation in consumer activity due to political uncertainty had a significant impact. 
Additionally, one of our major distributors performed a warehouse relocation, which led to inventory 
adjustments. While we do not view this as a particular issue, as we expect it to be largely resolved over the 
full year, it is true that the Q1 results were unfortunately  weak. 

As for operating income, the decline was due to lower sales and the increase of Field Person. However, this 
was part of our original plan, and we believe we are on track to meet our full-year targets. 
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Moving on to this page, for China.  

In January of last year, the Chinese Lunar New Year fell earlier than usual, which led to a sharp increase in 
salon visits ahead of the holiday and a significant boost in Q1 sales. As a result, the year-on-year comparison 
set a high benchmark, and this year’s sales did not reach the same level. That said, sales exceeded our 
internal targets, and we view the performance as solid. 

With the recovery in sales levels, operating income also turned positive. However, some marketing-related 
expenses have yet to be deployed, so we expect to continue working toward achieving our full-year profit 
target. 
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Moving on to the United States.  

In the US hair salon market, there appears to be a slight decline in consumer sentiment. 

While we have heard concerns from local staff regarding this trend, our performance in the region has 
remained solid. Sales continue to be strong, particularly in the hair care category led by Global Milbon. We 
believe this is supported by our marketing initiatives in collaboration with Mr. Anh Co Tran, the Global 
Creative Director for Milbon USA. 

Although operating income has declined, this was mainly due to an increase in personnel, which was 
planned in advance. As such, we do not see this as a concern, and at this point, both sales and income are 
progressing steadily toward achieving our full-year targets.   
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Regarding the impact of US tariffs on our business performance, the situation remains fluid and, to be 
honest, it is still difficult to predict how things will unfold. 

The current assumption is based on a 10% tariff rate applied from April 1 through December 31. This 
estimate also assumes that US sales will align with our full-year forecast, and that any decline in consumer 
sentiment due to the tariffs is not reflected in volume reductions. Under these conditions, we currently 
estimate a negative impact on operating income of approximately JPY70 million. 

However, there remains considerable uncertainty, and we will continue to monitor developments closely. In 
this context, we are also considering countermeasures such as price revisions. 

That said, we recognize the challenge of implementing price increases in an environment where consumer 
sentiment is already weakening. We will carefully assess market conditions, including competitor actions, 
before making any decisions. 

  



 
 

 

12 
 

 

Next, the outlook after Q2. 

We are maintaining our full-year target. We believe it remains achievable, supported by the implementation 
of various sales initiatives and expected benefits from cost reduction efforts. 

In terms of sales, we are not concerned about the domestic hair care category, which continues to perform 
steadily. The main challenge lies in the hair coloring category. 

Gray coverage colorants are performing relatively well. However, fashion hair coloring remains a difficult 
area, as educational activities targeting salons alone have not been sufficient to drive growth. In response, 
we are now strengthening our outreach through official social media channels and salon booking platforms 
to encourage end-users to specifically request Milbon hair color. 

We believe these initiatives will have a positive impact, and we will closely monitor their effectiveness going 
forward. 

As for overseas markets, the decline in sales was mainly due to reactionary effects from last year’s strong 
performance and other temporary factors. We expect full-year results to generally progress in line with our 
initial target. 

While there are some uncertainties surrounding tariffs and exchange rates, we are fully aware of these risks 
and will work to achieve our targets by incorporating appropriate measures into our ongoing initiatives. 

Now I will talk about operating income.  

While current raw material prices may pose a slight downside risk compared to our initial target, we believe 
this can be sufficiently offset by ongoing cost reduction efforts at our factories. 

In addition to that, we implemented a price revision for certain domestic hair care products, effective with 
shipments from May 1, in line with our original plan. This initiative is expected to contribute positively to 
operating income, and we will continue working to enhance profitability. 
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Regarding SG&A expenses, although we previously noted that some budgeted funds remain unspent, we are 
becoming increasingly aware that achieving our profit target will not be easy—even if sales reach planned 
levels—due to various risk factors. As a result, we are now reviewing overall expenditures. Therefore, we do 
not intend to use all of the remaining budget. We will allocate only the minimum necessary, while carefully 
monitoring the situation. 

Taking these initiatives into account, we are maintaining our full-year target.

 

Lastly, I would like to touch on our current considerations regarding our capital allocation policy. 

In our full-year earnings briefing held in February, we shared our approach to “Management Approach with 
a Focus on Capital Costs and Stock Prices.” 

As we prepare for a major investment in our domestic factory by 2026, our initial stance in February was to 
fund this primarily through cash and deposits. At the same time, improving capital efficiency remains a key 
priority. 

While we had anticipated that some borrowing would be necessary given the scale of the investment, our 
original plan was to rely mainly on internal cash and deposits. As shown in the bottom-left of the slide, we 
presented a capital allocation plan through 2026 based on that assumption. 

However, as internal discussions have progressed, we are now actively considering a shift toward more 
effective use of interest-bearing debt as a funding strategy. 

If this direction is finalized, it may lead to a revision of our capital allocation strategy through 2026. 

While we are not in a position to disclose specific details at this stage, as they are still under consideration, I 
would like to note that we are currently reviewing potential changes to our capital allocation policy. 

This concludes my explanation. Thank you very much. 
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS 
Asia believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript 
does not purport to be a complete or error-free statement or summary of the available data. Accordingly, 
SCRIPTS Asia does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of 
the information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, 
companies may make projections or other forward-looking statements regarding a variety of matters. Such 
forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual 
results may differ materially from those stated in any forward-looking statement based on a number of 
important factors and risks, which are more specifically identified in the applicable company’s most recent 
public securities filings. Although the companies may indicate and believe that the assumptions underlying 
the forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate 
or incorrect and, therefore, there can be no assurance that the anticipated outcome described in any 
forward-looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY 
EVENT TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2025 SCRIPTS Asia K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 


