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Presentation 

 

Nanba: Thank you very much for taking time out of your busy schedules today to participate in the KOSÉ 
Corporation’s financial results briefing for the second quarter of the fiscal year ending December 31, 2022. 

I would like to introduce today's attendees.  From the center, this is Mr. Kobayashi, President & CEO. 

Kobayashi: Thank you. 

Nanba: On the left is Director & CFO, Mr. Mochizuki. 

Mochizuki: Nice to meet you. 

Nanba: On the right is Ms. Hanakura, General Manager of Investor Relations Department. 

Hanakura: Nice to meet you. 

Nanba:I am Shinko Nanba, manager of Investor Relations Department. Nice to meet you all.  

Mr. Mochizuki will now explain the details of the financial results. 

Mochizuki: My name is Mochizuki from KOSÉ Corporation. We would like to express our sincere gratitude for 
your continued support of our business. I would also like to thank you for taking time out of your busy schedule 
to participate in today's web conference. 

I would like to present an overview of the financial results for the second quarter of the fiscal year ending 
December 31, 2022, based on the financial results presentation materials available on our website's IR site.  



 
 

3 
 

  

As previously announced, KOSÉ changed its fiscal year end to December in FY2021 and also adopted the 
accounting standard for revenue recognition. In this document, the financial figures for 1H of 2021 have been 
retroactively adjusted to the same terms as this 1H of 2022 and comparative reference information.  
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First, here is a summary for 1H of FY2022. 

Consolidated net sales totaled JPY130.6 billion, up JPY5.5 billion or 4.4% YoY, driven by high-prestige despite 
the significant impact of the lockdown in China. Excluding the effect of foreign exchange rates, the increase 
would have been 0.9% YoY. 

Operating profit was JPY7.2 billion, an increase of JPY3.2 billion or 81.5% YoY, due to the measures to hold 
down selling expenses and the shift of some expenses to the second half of the year, despite an increase in 
the cost of sales ratio. 

Next is a regional evaluation. 

In Japan, sales of hi-prestige were strong, and cosmetaries also picked up in 2Q but were unable to recover 
from the negative results in 1Q. Although there were signs of recovery in some brands in prestige, overall, the 
business in this category struggled. As a result, both sales and operating profit fell short of the plan.  

In China, both sales and operating profit fell short of projections due to lackluster performance resulting from 
the lockdown. 

In the travel retail business, South Korea Duty Free improved from April onward due to the easing of 
quarantine regulations for coronavirus in March, but China Duty Free fell short of the plan due to sluggish 
sales. 

In North America, sales were strong, but operating profit was lower than planned due to factors such as an 
increase in the cost of sales ratio. 

The details will be explained in the slides on page 10 and thereafter. 
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Page five shows the major items of the PL. 

While net sales and operating profit are as explained earlier, ordinary income increased to JPY15.1 billion due 
to a significant increase in foreign exchange gains and net income attributable to owners of the parent 
increased to JPY8.8 billion.  
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Page six shows cost of sales and SG&A expenses. 

The cost of sales ratio declined 0.4 points due to the impact of the change in sales mix, but the manufacturing 
cost ratio rose 0.8 points, resulting in an overall increase of 0.3 points. 

Selling, general and administrative (SG&A) expenses totaled JPY84.4 billion, up slightly from the same period 
last year. Selling expenses were decreased YoY, but this was due to cost controls and the shift of some 
expenses to the second half of the year. Among general and administrative expenses, personnel expenses 
increased by JPY1.2 billion, mainly due to an increase in the number of personnel at Tarte brand.  



 
 

7 
 

  

Page seven is a waterfall chart in operating profit. 

The increase in operating profit is attributable to higher gross profit due to higher sales and control of 
marketing costs and the shift of some expenses to the second half of the year, while the decrease in profit is 
attributable to a higher cost of sales ratio and higher general and administrative expenses.  
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Page eight will be segment revenues. 

In the cosmetics business, net sales were JPY105.5 billion, up JPY6.2 billion YoY, and operating profit increased 
JPY3.3 billion, to JPY9.9 billion yen. DECORTÉ, Albion, and Tarte performed well, while Jill Stuart, which grew 
in line with the recovery of demand in the Japanese makeup market, and Carte HD, which is successfully 
developing the sensitive skin market, led the performance. 

On the other hand, in the cosmetaries business, although there has been a recovery since April, mainly in 
mainstay products of KOSÉ COSMEPORT and KOSÉ COSMENIENCE, it was not enough to cover the sales decline 
and deficit in 1Q, and sales declined JPY0.7 billion YoY to JPY24.1 billion and the operating loss was widened 
to a negative JPY500 million.  
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Page nine shows global sales of major group companies and major brands. 

ALBION's sales increased, supported by the strong popularity of Elégance and the new version of medicated  
SKIN CONDITIONER ESSENTIAL in May.  

In KOSÉ COSMEPORT, main products performed well in 2Q, but the main reasons for the 1H decline in sales 
because KOSÉ COSMEPORT had a little bit of a large volume of shipment in March last year, which had a 
reactionary effect on the sales,  and failed to achieve the plan in the hair care category. Note that the slide 
shows zero overseas sales, but this is due to the fact that overseas sales to Japanese companies are recorded 
as sales in Japan for accounting purposes. 

Tarte sales increased 23.6% in Japanese yen and 8.4% in local currency YoY due to strong sales of new products 
in addition to mainstay products. 

The slide on the right shows sales of DECORTÉ and SEKKISEI. DECORTÉ sales were sluggish in China and duty-
free, but in Japan, sales increased due to the popularity of new products and LIPOSOME that was renewed 
last fall. 

Total sales of SEKKISEI products declined JPY0.9 billion YoY due to lower sales in the drugstore channel in 
Japan, although sales in Europe, North America, and Asia remained almost flat. 

Please check back later on page 37 for details on the percentage change in sales by segment. 
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Page 10 provides a summary of sales by region. 

In Japan, a resurgence in consumer activity due to the easing of behavioral restrictions led to a gradual 
recovery in skincare products as well as makeup products, while in North America, Tarte sales remained strong, 
leading to an increase in sales, respectively. 

Meanwhile, in Asia, South Korean duty-free sales have recovered since April, but the impact of the lockdown 
in China continued, resulting in a decline in overall sales in Asia, and as a result, the ratio of overseas sales to 
total sales was 42%, down about 0.7 percentage points YoY. 
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Page 11 shows sales by region in Japan. 

Sales increased JPY4.0 billion YoY to JPY75.7 billion, reversing the negative performance of the first quarter. 

In the mass channel such as drugstores, sales of cost controls products were down from the same period of 
the previous year, but sales of high-prestige products in the specialty cosmetics store and department store 
channel were strong, and sales of cosmetaries also increased due to the launch of new products from April 
onward. 

For 2H of the fiscal year, we will strive to grow high-prestige both on and offline and to recover in the prestige 
skin care market and the cosmetaries hair care market. 
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Then, in Asia on page 12, 2Q was positive YoY, but 1H net sales were JPY36 billion, down JPY1.6 billion YoY. 

In mainland China, sales declined both on and offline due to the impact of restrained economic activity, and 
duty-free business, mainly in Hainan Island, was also lower than in the same period of the previous year due 
to travel restrictions. 

On the other hand, the travel retail business in South Korea struggled in 1Q, but recovered in 2Q, returning to 
the same level in 1H as the previous year on a total basis. 

In 2H of the fiscal year, we will continue to implement measures to increase awareness of the DECORTÉ brand. 
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On page 13, Europe and the U.S. remained strong, with sales of JPY18.7 billion, up JPY3.0 billion YoY. 

Tarte maintained a high market share in the prestige makeup market by strengthening key categories such as 
concealer and mascara and launching new products, especially in the lip category. In addition, sales increased 
due to the opening of new stores in Europe and the United States. 

In 2H of the fiscal year, we will continue to open new stores and expand our distribution channels, particularly 
through the U.K. online store acquired by Sephora. 
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Page 14 shows e-commerce(EC) and travel retail sales. 

EC sales were JPY18.2 billion, up JPY1.0 billion YoY, but sales in 2Q were almost flat from the same period of 
the last year due to sluggish sales in the 618 shopping festival in China. 

Travel retail sales were JPY22.0 billion, down JPY1.8 billion YoY, but again the main negative factor was China.  
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Page 15 shows key balance sheet and cash flow items. 

Total assets of BS were JPY334.7 billion, and although inventories increased by JPY10.2 billion due to higher 
raw material prices resulting from the global surge in energy prices and the securing of raw materials in the 
advance. We consider BS to remain healthy, as the capital adequacy ratio and other key financial indicators 
are generally favorable. 

Cash flow for the six-month period showed a decrease of JPY0.4 billion from the beginning of the period, but 
the cash balance remained at a reasonable level of JPY81.4 billion.  
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Page 16 shows the forecast for 2H of the year. 

In Japan, we will work to recover prestige sales while maintaining the strong performance of high-prestige 
and cosmetaries. 

In high-prestige, we aim to expand our customer base with new DECORTÉ and INFINITY products, while 
ALBION aims to achieve steady growth leveraging new products. 

In the prestige and sensitive skin care markets, we will work to expand market share, centered on SEKKISEI, 
through cross-group promotions. 

In cosmetaries, we will also renew the STEPHEN KNOLL NEW YORK and the BIOLISS BOTANICAL lines as a 
measure to strengthen the hair care market. 

At sales companies in Japan, we will carry out defensive structural reforms and promote the Flagship Shop 
Project 2024 as an offensive structural reform. This project aims to strengthen relationships with specialty 
cosmetics stores by proposing initiatives tailored to the characteristics of each specialty store, with the goal 
of achieving the number one sales store in each region. 

In China, the impact of the zero-coronavirus policy is expected to continue to have no small effect, and with 
the decrease in Top KOL live streaming and other factors, a negative impact on business performance is also 
expected. 

Meanwhile, in duty-free stores in China and Korea, we will further increase market recognition of DECORTÉ 
as a high-prestige product and capture the recovery in demand after the easing of travel restrictions to recover 
sales and profits. 

In Europe and the U.S., there are growing concerns about the economic recession, but we will counteract the 
downward swing in profits due to a higher cost of sales ratio by strengthening holiday season initiatives and 
sales promotion at Tarte.  
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Page 17 shows the full-year consolidated earnings forecast. 

Sales are expected to be in line with the plan at the beginning of the year, based on the gradual recovery trend 
in Japan as well as in the U.S., although downside risks remain strong in the Asian region. 

However, we believe that the cost of sales ratio has increased and will continue to rise due to the rising cost 
of raw materials resulting from the increase in crude oil prices since last year. In addition, we expect 
profitability to deteriorate due to intensifying competition in the Chinese market and the duty-free market, 
and therefore we have revised our forecast of operating profit downward by JPY2.0 billion to JPY20.0 billion 
from the original plan. 

On the other hand, ordinary income, and net income attributable to shareholders of the parent company are 
expected to land in line with the initial plan, since the uncertainty in the level of foreign exchange is expected 
to remain strong in the future, despite the foreign exchange gain in 1H of the year. 
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Finally, we discuss dividends. 

Based on the interim financial results and the expected landing of the current fiscal year, we plan to maintain 
the initial plan for the interim and year-end dividends at JPY70 each, for a total annual dividend of JPY140 per 
share. 

That concludes my brief explanation. Thank you very much. 

Nanba: Now, President Kobayashi will explain the progress of the basic strategy for FY2022 and future 
initiatives. 

Kobayashi: My name is Kobayashi. Thank you very much for taking time out of your busy schedule to join us 
today. 
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I would like to focus on the four key initiatives for the current fiscal year, which were announced at the time 
of the closing of the accounts on February 14. 

The first is to capture the Chinese market and travel retail market, the second is to enhance the value of the 
brand, the third is a structural reform and growth strategy with an eye on the post-COVID, and the fourth is 
to promote a sustainability strategy.  
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On page 21, we review our efforts through 2Q and summarize our initiatives for 3Q and beyond. 

We will explain the details of our future efforts later in the slide presentation.  
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First, I would like to discuss our strategy for the Chinese market. 

Aiming to increase awareness of DECORTÉ's higher-priced line, a new flagship store will be opened on Hainan 
Island in October. With a sales floor of 110 square meters, the store is the first duty-free store to feature a 
treatment room, allowing customers to experience the entire line of DECORTÉ products in depth. 

In addition to Tmall, we began selling some DECORTÉ products on Jingdong, one of China's EC platforms, in 
July to strengthen sales of DECORTÉ through other EC channels.  

In January of this year, LIPOSOME ADVANCED REPAIR SERUM was launched in China, and a new product, 
LIPOSOME ADVANCED REPAIR CREAM, is scheduled to be launched in September. Since the cream category 
has the large market in China after that of serums, the new product will be an opportunity to increase the 
number of liposome regular users and expand sales of DECORTÉ's high-end line in China.  
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Page 23 describes the activities of SEKKISEI in China. 

To respond to the diversification of EC channels in China, we opened a flagship store for SEKKISEI in Jingdong 
in March. We will strengthen our sales by conducting live commerce through TOP KOL. 

In addition, in order to further promote awareness of the SEKKISEI brand, we exhibited for the first time at 
the 2nd China International Consumer Product Expo held on Hainan Island in July, attracting many visitors 
during the event. This fall, we plan to open a "SEKKISEI Global Counter" on Hainan Island, which will carry the 
entire SEKKISEI lineup. 

In this way, we will work to increase brand awareness in China, both online and offline, not only for DECORTÉ 
but also for SEKKISEI. 
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Page 24 is about capturing the travel retail market. 

In terms of duty-free stores, we have been opening stores mainly in the ASEAN region, but we would like to 
expand into other regions in the future. 

In May, DECORTÉ was exhibited for the first time at the LOTTE Duty Free store in Sydney, Australia. Australia 
is a popular destination for Chinese tourists, and we expect high demand for cosmetics in the near future. As 
the first store in the Oceania region, we will also use the opening of this new store as an opportunity to spread 
brand awareness in the region. 

Meanwhile, on the right, ALBION opened a duty-free store in Macau at the end of last year, and in July of this 
year, ALBION opened a limited-time pop-up store on Hainan Island. As a foothold in the Chinese travel retail 
market, ALBION will seek to expand awareness of the ALBION brand. 
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Page 25 is about Tarte. 

Tarte has long been strong in promoting its products through social networking sites, and recently the brand 
has invited influencer beauty TikTokers to experience the world of the brand and its products through an 
invitation trip called TikTok trip. As a result, it was very much viewed and talked about on TikTok. 

Especially for the new product, Maracuja Juicy Lip Plump, this kind of promotion on social networking sites 
has contributed greatly to sales. 

Traditionally, following social networking platforms such as Instagram and Facebook, TikTok initiatives, which 
have become popular in the U.S., especially among young people, have helped keep the brand fresh and 
expand the customer base, which has also led to new product hits, and Tarte sales have been growing at a 
growth rate over the Prestige makeup market. 
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Page 26 describes the new features of our proprietary counseling platform, WEB-BC SYSTEM. 

DECORTÉ's online counseling system Personal Beauty Concierge, launched last September, has been well 
received by customers for its ability to provide counseling in the comfort of their own homes. 

In July, a new feature, Personal Beauty Mirror, was launched, allowing customers to virtually try on makeup 
on the screen even during counseling. 

A new "direct cart-in" feature will also be added in September that will allow customers to add products 
introduced by beauty consultants to their official EC site carts immediately on-screen during online counseling. 

With the addition of these new features, the entire flow of the counseling appointment, video call, and 
product purchase can now be completed in a single flow line. 

We will continue to leverage digital technology to provide customers with a personalized customer experience 
by offering the same detailed counseling online as in our brick-and-mortar stores. 
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Next, I would like to discuss the strengthening of makeup products in high-prestige brands. Page 27 lists the 
products that received the Best Cosmetics Award in 1H of 2022. 

Sales of makeup products remained difficult for some time due to the normalization of wearing face masks as 
a result of the spread of the coronavirus infection, but with the recent lifting of travel restrictions, sales of 
makeup products in the high-prestige brand are on the road to recovery. 

These Best Cosmetics Awards have led to new customer initiatives, and we will continue to leverage our 
capabilities to develop products that meet the various needs of our customers. 
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Next, I would like to discuss our growth strategy for our high-end brands. 

DECORTÉ has so far succeeded in cultivating younger customers with its fragrance KIMONO, Hydra Clarity, 
launched in February, and ALBION's SKIN CONDITIONER ESSENTIAL, which was updated in May. Attractive 
new products are scheduled to be launched in 2H of the year. 

DECORTÉ AQ, on the left, will launch AURA REFLECTOR, a multicolor face powder, and ALBION will launch 
FLARUNÉ, a new skincare series. 

With the launch of the new products, we would like to continue to approach new buyer segments, especially 
younger age segment. 
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Page 29 discusses efforts to rebuild the SEKKISEI brand in Japan. 

In the past few years, SEKKISEI has been focusing on raising awareness of Clear Wellness, and having achieved 
a certain level of recognition, in July we launched the brand's first joint promotion, including the long-selling 
SEKKISEI Classic, under this SEKKISEI brand. Through this campaign, we will clearly emphasize the differences 
between the various series of lotions in the SEKKISEI line. 

In addition to Yui Aragaki, Japanese actress, the campaign also featured Yuzuru Hanyu, Japanese figure skater, 
to promote the fact that SEKKISEI is a genderless brand, which has actually led to an increase in inquiries and 
purchases from male customers. 

We will continue to expand our target audience through a variety of promotions to make more customers 
aware of the benefits of our products. 
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This is about a cross-group promotion in the sensitive skin category that we are planning for this fall. 

In the sensitive skin category, which continues to grow in the coronavirus disaster, we will be conducting joint 
promotions of products from three KOSÉ Group companies, including KOSÉ's SEKKISEI Clear Wellness sensitive 
skin care products, KOSÉ Maruho Pharma's Carte HD, and the rightest KOSÉ COSMEPORT, Cerami-Aid. We 
hope to dominate the sensitive skin market by responding to the growing needs for sensitive skin care with a 
rich lineup of products through joint promotions.  
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Next, I would like to discuss the promotion of sustainability activities. 

First, we would like to report on our initiatives for the next generation. 

This fall, starting October 5, we will offer the Beauty Studio, a pavilion where children can experience diverse 
values of "beauty" at KidZania Tokyo, where they can have fun while experiencing occupations and society. 
We believe this initiative helps KOSE establish relationships with prospective customers at an early age. 

This pavilion is designed to give children the opportunity to experience the diverse ways of being "beautiful" 
through multiple occupational experiences as hair & makeup artists and perfumers, so that they can become 
aware of the importance of their own individuality during their impressionable years and, by coming into 
contact with personalities other than their own, become aware of diversity.  
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Lastly, I would like to discuss our efforts toward "For People, For the Earth". 

First of all, with regard to "people," we were selected for the first time as a Nadeshiko designation in fiscal 
2021 in recognition of our corporate commitment of actively promoting the empowerment of women. 

In addition, in joint research with Professor Mitsukura of Keio University, a leading expert in brain wave signal 
analysis, we have confirmed that our proprietary skincare technique, the OMOIYARI Method, has positive 
effects on the skin and mind. 

In the future, we will further clarify the power and potential of new beauty with scientific support and aim for 
a more enduring and personalized value proposition based on beauty and health-related wellbeing. 

Next, as part of our "For the Earth" initiative, we have decided and released our new goal of becoming "carbon 
neutral" to achieve virtually zero CO2 emissions by 2040. We will continue to promote effective group-wide 
initiatives to reduce CO2. 

Please check the Company website for specific future actions. 

That is all from me. Thank you very much. 

  



 
 

32 
 

[END] 

______________ 

Document Notes 

1. This document has been translated by SCRIPTS Asia.   
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document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
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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 © 2022 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


