
We will now begin the financial results briefing for the fiscal year ending December 31, 2021, 
2022-2029 long-term management plan, and forecasts for fiscal 2022.



Today's flow will be in three. 

Part I is about the financial results for FY2021 ending December 31. 
Part II is about the new long-term management plan for the period 2022 to 2029. And in Part III, I 
will explain the forecasts for FY2022 ending December 31.



First of all, the financial for fiscal year ending December 31, 2021.



The overall cosmetics market shrank due to the impact of COVID-19. Domestic consumption has 
been on a gradual recovery trend since the declaration of the state of emergency was lifted at 
the end of September, but the future is still uncertain due to the current expansion of the Omicron 
variant.

Under these circumstances, the Group's domestic store business continued to struggle, but 
POLA's domestic e-commerce and overseas led to increased sales and profits on a consolidated 
basis.

In the bottom row, we show you the monthly sales trend. In the second quarter, the growth was 
high, partly due to a rebound from the previous year, but then stagnated due to the spread of 
COVID-19 in Japan, and the recovery slowed down.



Next, I would like to explain the differences from the plan.

Both net sales and operating income increased but fell short of the plan.

However, the decline in gross profit was partially offset by a better profit structure due to the 
improvement on cost of sales ratio and the control of management of sales related expenses at 
POLA, and by more efficient expenses for brands under development.

Ordinary income was generally in line with the plan due to foreign exchange gains of 
approximately JPY1.9 billion against the difference in the plan at the operating income level.

Net income exceeded the plan, mainly due to the extraordinary gain related to the acquisition of 
tricot Inc. shares.



I am going to explain about the consolidated P&L.

The cost of sales ratio has been declining as the percentage of POLA sales has increased.

SG&A expenses increased, mainly in labor cost, partly due to the impact of the reclassification of 
COVID-19 related expenses as an extraordinary loss in the previous fiscal year.

As a result, we were able to improve our operating income margin from 7.8% in the previous 
fiscal year to 9.5%.



Please look at the table below for operating income and such.



We will also not explain the factors behind the increase and decrease in net income.



Next, let's look at the status of our segments.



The results by segment are as shown below.
Both sales and income increased in the beauty care business, while both sales and income 
decreased in the real estate business due to the removal of tenants followed by the 
reconstruction of buildings.



As for results by the brand, sales in all categories except for ORBIS increased from the previous 
fiscal year.

The main reasons for the increase in operating income were an increase in gross profit and a 
rise in the sales composition of POLA's high-margin domestic e-commerce and overseas 
businesses.

Jurlique has increased revenue, and loss improvement is underway.

In the following pages, we will explain the status of each brand.



In the POLA, while the consignment business struggled, sales increased due to growth in the 
domestic e-commerce and overseas businesses.

In China, which is our key market, the measures to prevent COVID-19 have been taken and 
store sales activities have been affected, but cumulative sales increased by 38% over the 
previous year.

In terms of profit, the change in the structure of the channel has resulted in a significant increase 
in profit.



Sales of ORBIS decreased due to a decline in the number of customers. This is a result of the 
change in promotion from price-appealing campaign to one that emphasizes lifetime value.

On the other hand, with the marketing efforts focused on special care such as wrinkle 
improvement and skin brightening, sales in the skincare category have increased. The shift of 
the structure to obtain repeat customers is expected to progress steadily.

In the current fiscal year, we hope to halt the decline in the number of customers and achieve a 
turnaround in revenue growth.



Overseas brands are making progress in improving losses.

Jurlique has been focusing on social media promotion in mainland China, and online sales have 
been strong.

H2O PLUS reported decrease in income in the fourth quarter due to one-time expenses incurred 
to improve the cost structure.



As for a brand under development, THREE continues to struggle in the partial makeup category.

E-commerce brand DECENCIA is seeing strong sales of existing customer. Double-digit profit 
growth was achieved by streamlining expenses.

Excluding the impact of the acquisition of FUJIMI, the overall loss for the brands under 
development improved.



From here, as Part II of today's presentation, I would like to explain our new long-term 
management plan for 2029, which will mark the 100th anniversary of our company.



But first, I would like to look back on the past 12 years since we were listed.

Our company was listed on the stock exchange in 2010. We have established a long-term 
management plan for the year 2020 and had been working on it in three stages.
When the market had shrunk due to the 2008 financial crisis, we have concentrated our 
management resources on the skincare field, where we can leverage our R&D and technological 
capabilities—and have continued to grow based on our strength in direct selling.

However, from 2019 onwards, sales have been declining, partly due to major changes in the 
business environment, namely the decline in inbound tourism and the impact of COVID-19.



As for trends in the cosmetics market, the domestic market is shrinking due to the impact of 
COVID-19. Although it is on a gradual recovery trend, we estimate that the market will not 
approach the pre-pandemic level until 2024 or later.
However, the recovery time may vary depending on the pandemic situation.

Looking at the new trends in the cosmetics market, we can see the growing importance of digital 
marketing, the changing awareness of sustainability and social issues.

As for overseas markets, the Chinese cosmetics market is expected to continue to grow at a high 
rate and will remain our key market.



Now, I would like to explain about the next eight years toward our 100th anniversary.

Looking back, in 2017, we formulated a new group philosophy, with the mission of sensitize the 
world to beauty and the vision of maximize the unique character of each brand, and become a 
global corporate group that enriches the lives of people around the world.
The original purpose of our group's activities is to care for the people of the world and to color 
their lives.

In order to achieve this, we have been challenging to the new area beyond the framework of 
cosmetics where our existing cosmetic business lines.
In recent years, as we learn more about the new lifestyles and consumer attitudes of Generation 
Z, beauty in a broader sense and social value are getting more important.

With this background, we have decided our VISION 2029 should be a collection of unique 
businesses that respond to the diversifying values of beauty.

We aim to achieve sustainable business growth by expanding our business portfolio into the well-
being and social domains. We will further improve the profitability of our existing businesses and 
use the profits to invest in new businesses.



Here is the new business portfolio.

With cosmetics and well-being on the vertical axis and the individual and society on the 
horizontal axis, we would like to expand our business portfolio beyond our current business 
domain of cosmetics, to include well-being, or the broader concept of physical and mental health 
and happiness, as well as the social domain.



Here is the overall picture of the new long-term management plan.
To achieve VISION 2029, we will work on three basic strategies. 

Strategy one: Develop the cosmetics business globally and reform and enhance the brand 
portfolio.
Strategy two: Create new value and expand business domains.
Strategy three: Strengthen research and technical strategy.

As management indicators for 2029, we have set the following targets: operating income of 
JPY50 billion, operating margin of at least 15%, consolidated net sales of JPY300 billion, 
overseas sales ratio of 30% to 35%, and ROE of at least 14%.



I am going to explain more about strategy one for both Japan and overseas. 

In Japan, we aim to achieve sales of JPY180 billion or more by 2029. We will promote OMO as 
the flagship brand and the top line expansion by maximizing lifetime value, utilizing our direct 
selling assets. We will achieve profitable growth by quickly assessing the return on investment of 
brands under development and new brands.

Overseas, we aim to achieve sales of JPY100 billion or more by 2029. The key market will be 
China. In conjunction with the expansion of new store openings, particularly those offering facial 
aesthetics, POLA will step up in investment for branding.
For brands other than POLA, we are developing channels that match the characteristics of each 
brand, such as e-commerce and BtoB.



Next, let's look at strategy two. This is the high-resolution version of the business portfolio I 
showed you earlier.
In the past, our core business area was the lower left. This area will be expanded.
On the upper left, we are already examining the business potential in areas such as the aesthetic 
medicine, and we believe that artificial skin will be the core of the next generation of research 
areas.
Right below, DIY cosmetics are to be achieved in the current mid-term plan. We will also explain 
sustainable manufacturing in the next research strategy.

Finally, the upper right is an area that goes far beyond cosmetics. We will also challenge the field 
of technology to achieve a healthy and fulfilling state of mind and body.
For example, we have already released me-fullness, a wellness tech project that uses an app to 
digitally analyze physical and mental balance and provide a solution experience that stimulates 
the five senses.
In addition, we will work on the development of the New Aoyama Building by effectively utilizing 
the real estate we own. By incorporating culture and art into the real estate business, we will 
transform the way the real estate business has been conducted to date.

We plan to launch about five new businesses with the scale of JPY2 to JPY3 billion by 2029.



Strategy three is the research and technological strategy, that will make strategies one and two 
feasible.

We will continue to focus on expanding pipeline for new cosmetic materials, which we are the 
first in the world and the industry, and will also engage in skin research based on new artificial 
skin research.
We plan to develop artificial skin using iPS cells as a new value creation which evolved skin 
research. It can copy person’s skin completely and offer ultimately personalized cosmetics. Also, 
it aims to solve skin problems that are impossible to solve with conventional cosmetics.

In addition, through this artificial skin research, we will realize a variety of outputs through the so-
called moonshot R&D, which diverts the results obtained in the process of research.
We will establish a new research base in Singapore and starting with artificial skin research. We 
will also collaborate with various startups to build an infrastructure for creating new value.

Adding to that, we will achieve sustainable manufacturing by recycling raw materials from 
procurement to collection and reuse. We will promote the reduction of environmental impact 
throughout the product life cycle.



Next, I will explain our sustainability and ESG policies.



We have identified the following five areas as our priority for sustainability. Here are some 
examples of our own initiatives in these five areas.

In the area of QOL improvement through innovative technology and services, we are promoting 
the creation of new businesses through multiple schemes, including MIRC, CVC, and in-house 
ventures at our research institutions.

In the area of regional revitalization and culture, arts, and design, we will change the way of the 
conventional real estate business works by combining our real estate holdings with our unique 
culture and arts.



As part of our efforts to promote all-inclusive human resources, we have established Diversity 
Promotion Committee, chaired by POLA President Oikawa, to accelerate the Group's diversity 
promotion.

With regard to the environment, TDC, one of our research institutes, will continue to work on the 
development of new manufacturing methods and formulations that reduce environmental impact.
In addition, we are working toward sustainable design based on the four Rs for cosmetics 
containers and packaging materials.
We will also gradually discontinue the use of shopping bags to reduce the environmental impact.



In the last section, Part III, I will explain our business forecasts for this fiscal year and our future 
initiatives.
First, I would like to talk about the progress of the current medium-term management plan.



The evaluation of each strategy is shown in the table below. In terms of management indices, 
progress has been lower than planned due to the prolonged COVID-19. The most urgent issues 
are to rebuild the domestic businesses of POLA and ORBIS, and to turnaround the overseas 
brands and brands under development.



In addition to the progress made in the first year of the medium-term management plan, the 
assumptions made at the time of the announcement has changed, so we have moved back the 
2023 target by about one year and updated the current target as shown here.
We now have changed our assumption that inbound will not return until 2023. In addition, from a 
branding perspective, we will suppress the CtoC market, which may lead to the risk of brand 
damage in the future.

With all those factors, as shown in the graph below, we have changed our forecasts for the 
current mid-term plan.



Next, I will explain our forecasts for FY2022.



From this fiscal year, revenue recognition has been changed, which has affected the P&L mainly 
in the items shown below. For comparison purposes, the figures for FY2021 ending December 
31 are shown as the same standard for 2022, adjusted to the same assumptions as for the 
current fiscal year. Please check.



As for the forecasts for the current fiscal year, we are planning for 6.3% YoY increase in net sales 
and 13.6% YoY increase in operating income on a real basis.

The annual dividend is set at JPY52 per share, an increase of JPY1 per share.



I would like to explain our initiatives for this fiscal year and beyond.



First, there's POLA. In Japan, we are promoting our own OMO. It integrates customer 
management and promotion, which were previously separated by channel, to improve the 
customer experience with one-to-one customer service at all touch points.

It will also stimulate online activities by our beauty directors. There are already several stores 
that have dramatically improved to attract new customers through community-based social 
networking and promotions that take advantage of the strengths and characteristics of each 
store.
From this fiscal year, we will introduce online payment and direct delivery system. Online 
activities of our beauty directors will be included in the sales commissions.

In the e-commerce business, we aim to achieve sales of JPY10 billion by 2023.



Next is ORBIS’s domestic business. We will launch new CRM.
In addition to general customer data such as attributes and purchase history, we will build a new 
data platform unique to ORBIS by integrating emotional data such as their interests and tastes.
By enriching experiential content using AI and other technologies, and through highly accurate 
communication based on accumulated data, we will increase the number of opportunities for 
contact with brands other than purchasing, thereby increasing the lifetime value.

In terms of products, while focusing on skincare, acne, sensitive skin, and men's skin have been 
designated as new priority segments.

ORBIS is celebrating its 35th anniversary this fiscal year. We will undertake extensive marketing 
activities with a hook of launching major product.



Next is POLA’s overseas business. In terms of retail sales, we will accelerate our growth aiming 
to achieve 50:50 ratio of overseas to domestic sales by 2029.

Our particular focus will be China. We will continue to open new stores with focusing on the B.A 
series, our mainstay skincare products, where offering popular facial aesthetic treatments.
While assuming profitable growth, we will step up investments in branding and promotion to 
hasten growth in both offline and online channels.

In addition, we will continue to open stores in the duty-free channel in China, as we did last year 
in Hainan Island duty-free stores.



Next is Jurlique. With the new brand strategy, Jurlique is started as a holistic beauty brand from 
Australia.
Focusing on the star skincare products such as Nutri-Define series, we will continue to attract 
new and repeat customers.
We will reduce fixed costs further to return to profitability.

As for ORBIS, in order to accelerate overseas business, we will step up in investment in 
improving brand recognition by expanding business through real channels, targeting the volume 
zones in inland cities where we see a possibility of expansion, in addition to online channel.

THREE will expand into the local Chinese market, adding on to existing duty-free shops. We will 
expand customer connection points as soon as possible, focusing on e-commerce and specialty 
stores.



As for brands under development, THREE and the other new brands which developed by ACRO, 
we will continue working on structural reforms to return to profitability. On the channel side, we 
will shift into e-commerce, review our operational structure, and reduce fixed costs.
On the product side, we will work on reducing costs and improve the retention rate by narrowing 
down SKUs and increasing the ratio of skincare products.

Then there is DECENCIA. With the launch of a new BB cream that can improve wrinkles while 
applying makeup, we will solidify our brand recognition as a prestige brand in the sensitive skin 
market.

As for FUJIMI, the brand we newly acquired, we plan to open directly-operated stores in order to 
strengthen its branding.



Lastly, I would like to talk about capital efficiency and shareholder return. Our ROE target for 
2023 is 9% or higher. For the current fiscal year, we will pay an annual dividend of JPY52 per 
share, increase of JPY1 share. As a result, the dividend payout ratio will be 96.7%.

This is the end of the explanation. Thank you very much for your attention.












