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Presentation 

 

Moderator: Good morning. As the time has arrived, we will begin the briefing on the financial results of TSI 
HOLDINGS CO., LTD. for H1 of the fiscal year ending February 28, 2025. 

 

Shimoji: Good morning. Thank you very much for your continued support. We will present the financial results 
for H1 of the fiscal year ending February 2025. Thank you very much for your cooperation. 

This is a summary of the financial results for H1 of the fiscal year ending February 28, 2025. 

We achieved all our net sales, operating income, and net income targets. This is because the effects of 
structural reforms have begun to emerge. 

Consolidated net sales totaled JPY 75,230 million. The sales in March were down from the previous year, but 
from April onward, consumption and demand gradually increased due to the weather and other factors. We 

have strengthened our ability to respond to product demand in mid-summer and late summer, resulting in an 
increase of JPY 730 million compared to the initial plan.  

Operating income was negative JPY 220 million. However, it was up JPY 670 million from the initial plan due 
to the effects of sales growth and structural reforms, despite the planned deterioration in profitability considering 
one-time expenses. 

The net income for H1 was negative, at JPY 790 million. This result was influenced by a decrease in investment-

related earnings due to the reduction of non-business assets, which had been partially anticipated, and by 
foreign exchange losses. However, it was positively impacted by an increase in tax adjustments, leading to a 
net income that exceeded the initial plan by JPY 100 million. 
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H1 of FY2025, items affecting operating income. 

Operating income for the current term deteriorated from the previous year to negative JPY 220 million, but 
excluding one-time expenses associated with structural reforms, operating income was JPY 530 million, 
maintaining profitability at the same level as the previous year. 

Although gross profit appears to have worsened due to such factors as the deterioration of the cost-of-sales 
ratio and the impact of inventory optimization, earnings have been improving, with sales growth exceeding 
plans and the early realization of the effects of structural reforms. 
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Next is the performance trend. 

Gross profit was JPY 40.55 billion, or 99.3% of the previous year's level.  

SG&A expenses were JPY 40.77 billion, or 101.2% of the previous year's level. 

Gross profit and the gross profit margin ratio deteriorated due to the problems of worsening gross profit and 
foreign exchange rates, soaring raw material prices due to energy, an increase in remaining inventories, an 
increase in valuation losses, and discounted sales to optimize inventory. We recognize this is a temporary 
trend resulting from our efforts to optimize inventory. However, concerns remain about the need to further 
accelerate inventory reduction to achieve optimal levels.  

Next, SG&A expenses. There are some one-time expenses associated with structural reforms and an increase 
in labor costs, including base-pay increases at overseas subsidiaries. Additionally, overseas operations have 
faced significant increases in logistics costs, and administrative expenses have more than doubled compared 
to 2019 due to inflation. We have achieved a 0.8% improvement in the SG&A ratio, but we will continue to 
refine and reduce this ratio further in the current fiscal year. 
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Net income impact items for H1. 

Net income for H1 was negative JPY 790 million, and the profit margin was negative 1.1%. 

The breakdown.  

Ordinary income was negative JPY 160 million due to a decrease in dividend income as a result of the reduction 
of investment securities, as well as non-operating losses such as foreign exchange losses and equity-method 
investment losses from a US-affiliated subsidiary.  

Similarly, extraordinary gains and losses of JPY 120 million were recorded, including gains on the sale of 
investment securities and impairment losses. Tax adjustments, including a reduction in deferred tax assets, 
amounted to JPY 780 million, resulting in a net income for H1 of negative JPY 790 million and a profit margin 
of negative 1.1%, as reported earlier. 
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Balance sheet. 

Cash and cash equivalents decreased by JPY 2.98 billion due to the repurchase of treasury stock and growth 
investments.  

Inventory increased by JPY 580 million from the previous period due to the slow pace of clearance of prior-
year items, although production and sales control of current-year items is on track. Inventory levels, however, 
have improved compared to the end of Q1. 

The balance of treasury stock increased by JPY 1.83 billion during the quarter due to the repurchase of 
approximately JPY 8 billion in the past year and its cancellation. In addition, a new acquisition of JPY 3 billion 
is planned for October. 

The equity ratio of 73.1% has remained high. 
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Overview by channel. The following is an overview of sales by channel for H1 of the fiscal year ending February 
28, 2025.  

Both domestic and international sales increased, but different challenges exist across channels. 

Physical stores in Japan, including department stores and non-department stores. Department stores failed 
to reach the previous year's level due to a net decrease in the number of stores. However, physical stores are 
performing well, up 105.1% of the prior year, supported by demand for out-of-home activities and tourism 
demand from international visitors. 

Domestic e-commerce had a significant impact due to brand withdrawal, resulting in 98.4% YoY growth. 

International: Physical stores are struggling, but EC is performing well due to the successful implementation 
of measures. The impact of foreign exchange rates was also a factor in boosting sales. Overall, international 
sales grew 102.4% YoY. 
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Here are the EC sales results. 

Domestically, we have been progressively centralizing our own and third-party EC inventory, and the increase 
in inventory efficiency has contributed to sales, especially of the third-party EC. Excluding the impact of the 
termination of the UNDEFEATED distributor contract in the previous year, sales of our own EC were almost 
on par with the previous year. 

Internationally, HUF's V-shaped recovery, driven by the success of collaborative products and the effective 
utilization of customer data, appears to lead the overall sales. 
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This is an overview by brand, each of our leading brands. 

Regarding PEARLY GATES, sales reached 98.5% of the previous year’s figure. We are still facing challenges in 
balancing past inventory with current products. Although sales are comparable to last year, the key challenge 
lies in striking a delicate balance between clearing out old inventory to optimize stock levels and making 
progress with new merchandise. 

The second is MARGARET HOWELL, which is performing well, with a YoY increase of 102.3%. The leading stores 
in Tokyo drive sales. Sales at MARGARET HOWELL's GINZA SIX store and MHL's street store in Daikanyama 
exceeded 130% compared to the previous year and are continuing to do well, driven significantly by sales to 
international tourists. 

NANO universe is performing well, with a year-on-year increase of 102.8%. Product review accuracy and sales 
control have significantly improved, and profitability is improving. We are now approaching a phase in which 
we will be able to build sales growth while carefully examining the product offerings.  

Next, although the sales of NATURAL BEAUTY BASIC have declined slightly to 95.2% of the previous year's 
level, the brand is showing signs of recovery heading into the H2. The rebranding, including merchandising, 
has progressed significantly, and we are beginning to attract new and younger customers. We are confident 
that the brand will continue to grow moving forward. 

AVIREX, the fifth item, showed a YoY increase of 107.3%. The sales of bottoms were solid, and I hear that this 
trend is continuing to H2. 

The sixth, Stussy, is the most successful brand, with a 125.8% YoY growth rate. Some flagship stores exceeded 
150% compared to the previous term. The Sapporo store, which opened at the beginning of the year, also 
ranks high among TSI's stores. 
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Outside of our core brands, we have several brands that have achieved double-digit or higher growth from 
the previous year. The brands listed on both sides of this page are those brands. 

In particular, YLĒVE, with a year-on-year growth rate of 143.5%, all stores continued to achieve double-digit 
growth. Isetan's Shinjuku store, which was renovated in September last year, is growing steadily, exceeding 
300% year-on-year, which is outstanding. 

SEVEN BY SEVEN of the same group, 231% compared to the previous term. It has only two stores, but including 
e-commerce sales, the name recognition is increasing, helping us gain new customers. With a very creative 
product development, the brand is attracting young customers. 
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We would also like to introduce hueLe Museum and ETRĒ TOKYO as strong performers. 

hueLe Museum opened a store in Omotesando Hills on August 24, and the NEWoMan Shinjuku store opened 
on September 7. They hosted vivacious store opening events featuring artists performing in front of the 
customers. The store was very well received, and customers were able to see the artwork in the store while 
shopping. Although we struggled initially, we have high expectations for hueLe Museum, which is creating a 
universe based on the concepts of fashion, flowers, and art, and we hope to grow the business. 

ETRÉ TOKYO has launched several successful collaborations, including one with EDWIN, a renowned denim 
brand, which customers have well received. The brand continues to perform strongly, with a 147% year-on-
year increase in sales. 
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News and topics.  

This fall, four of our brands are debuting their sublines. ALUNC by PINKY & DIANNE, wagona by human woman, 
UNiPH by ADORE, and jbplse by Jack Bunny!! 

We would like to accelerate the expansion around fashion by maximizing each brand's unique universe and 
providing new values and the heights of the stage. 

We hope you will take a look at our introduction, including our product websites. 
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We are pleased to announce that we have signed an exclusive distributorship agreement with Alpha Industries 
for the Japanese market, starting in Fall 2025.  

Alpha Industries is already a globally recognized brand with a large fanbase. As part of the brand’s rebranding 
effort, we decided to partner together and introduce a new approach to their iconic military fashion. 

Alpha Industries, renowned for its MA-1 flight jackets and M-65 field jackets, is a long-established US military 
supplier.   Over the years, it has shared the military fashion and flight jacket market with Avirex. 

Although Alpha Industries has a larger presence, this partnership will allow us to expand our share in the 
military fashion segment further. Given the brand’s strong following among many designers, we are confident 
that it will take Alpha Industries to new heights. 

We hope you are as excited as we are for this new venture, which will officially launch in the fall of next year. 
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As part of our commitment to sustainability, we will first work to reduce our environmental impact and 
achieve conservation.  

One of the goals of our mid-term management plan is to reduce paper consumption. In order to reduce our 
environmental impact, we will charge for shopping bags and stop ordering plastic bags by the end of the fiscal 
year ending February 2025. We will also gradually convert to all FSC-certified paper bags as soon as our stock 
runs out. 
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As we consider the fashion industry's future, we believe that a collaborative effort between industry and 
academia is necessary, and we would like to make a great effort in this area. 

 

As part of this endeavor, NANO universe held a hands-on workshop at BUNKA Fashion College, where students 
worked together under the NANO universe brand to co-create T-shirts. In this initiative, aspiring designers, 
producers, and creators discussed the environmental problems facing the industry and explored solutions to 
address these issues.  

Moving forward, we will continue to leverage our skills and expertise to create environmentally conscious 
products and pass the knowledge on to the next generation. 
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As previously announced, we have launched MOVE WEAR, a joint project team with Ory Yoshifuji of Ory 
Laboratory, a leading robot developer. This project brings together experts from various industries and 
academic fields, forming a multidisciplinary team to tackle pressing social issues. 

In this initiative, we have created a universal design outfit specifically for Masatane Muto, a patient with ALS. 
The outfit is designed to cover his body, including his robotic arm and entire wheelchair.  This project aims to 
offer the wearer a more seamless and integrated experience, enhancing both functionality and aesthetics 
while addressing accessibility needs. 

He will be wearing this outfit at a music festival in November.  He is an exceptional performer who participated 
in the opening ceremony of the 2020 Tokyo Paralympics, delivering a remarkable performance and expressing 
art in various forms, all despite his physical challenges. 

TSI resonates with his visions and actions, and as part of our commitment to fostering new ways of doing 
business, we want to ensure that passionate individuals with strong beliefs are not left feeling isolated. With 
this in mind, we joined the initiative. The project was launched as a collaborative effort, with the NANO 
universe design team and ReSew, a repair team, taking charge of the sewing.  
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Next, I would like to report on the progress of structural reforms in our medium-term management plan.  

There are five reform items as topics, and structural reforms are underway across the board. 

We had expected that some of the effects of the fifth item, streamlining SG&A expenses, would be realized 
in H1, but the effects have been more significant than we had expected. It is one of the reasons for the 
narrowing of the deficit. 

The effects of reducing procurement costs, optimizing supply-demand management, implementing store 
reforms, and implementing EC integration and system renewal will become evident in H2 of the fiscal year 
and beyond, so progress is generally on track as planned.  

Details of each measure will be discussed on the subsequent pages. 
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Now, regarding reducing procurement costs, we are promoting consolidation of suppliers and local settlement. 

Concerning consolidation, several large brands have started manufacturing with common suppliers. Although 
the percentage is still small, as shown in the chart, we are reducing procurement costs by consolidating 
factories in China and increasing the production ratio in ASEAN countries, and we are promoting the common 
use of raw materials between brands. 

We plan to start offering products using shared materials in the spring and summer of 2025, with the cost 
benefits expected to materialize in the next fiscal year. We will continue promoting this initiative to expand 
its adoption across more brands starting from the following fall and winter seasons. 

I would like to talk about optimizing supply and demand management. Until now, we have set retail prices by 
adding a certain amount of profit based on the knowledge and experience of the people in charge of the 
brands. In the current reform, we are creating a scheme for strategic pricing with the help of a third-party 
partner. 

It has become essential to approach pricing strategies from three critical perspectives: the competitor's, the 
Company's, and the customer's perspectives. We combine these perspectives to determine the optimal 
pricing. 

From the competitor's perspective, we analyze the price position of our own brands in the market and the 
price difference between our brand and the competitor's brand in each category.  

From the Company's perspective, we clarified the role of each product and category within the brand, and 
then strategically decided whether to price aggressively against the competition or to hold down prices. 
However, this is only the manufacturer's point of view, so we determine whether the cost is in line with the 
customer's expectations, value, and perception, and we search for and determine an appropriate price setting 
that does not harm the customer's willingness to purchase. 
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This is about store reform.  

To maximize store earnings, we are first reallocating sales staff according to sales scale and brand 
characteristics and introducing new work styles. 

The reallocation of sales staff involves organizing the appropriate number of operating personnel for each 
store and improving operational efficiency, including backyard and runner operations. In H1 of the fiscal year, 
we proceeded with briefing sessions and personnel interviews with employees. After a small start in some 
areas, we plan to lead to a nationwide operation. 

Traditionally, employees have been promoted or transferred within a single brand. Many believe this is the 
only way to advance in their careers. However, we are now implementing a new approach that promotes the 
expansion of career paths. This will allow each salesperson and staff member to pursue what they enjoy, excel 
at, and where they can be most effective. We will implement a new system that enables staff to gain 
experience across multiple brands, facilitates quicker transfers between these brands, and introduces a 
shared sales staff structure. This will allow employees to work flexibly at various stores without being tied to 
a specific location. The nationwide rollout is planned for March 2025, with a preliminary launch in select areas 
starting in September 2024. 

EC integration. As a multi-brand company owning many unique brands, we have operated more than 30 
distinct EC sites across our portfolio of brands. On the other hand, our competitors are also multi-brand 
companies. However, by integrating entire brands into a single EC site, they have improved the efficiency of 
their systems and business operations. This approach has allowed them to continuously grow their EC sales 
by encouraging customers to explore different brands. 

 

Although this may seem natural, the TSI Group, which has traditionally operated each brand individually to 
make the most of its uniqueness, plans to consolidate its EC platforms and renew its EC system. The goal is to 
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enhance profitability by streamlining systems and business operations while expanding sales opportunities by 
encouraging cross-brand shopping. 

 

In H1 of the fiscal year, we progressed in three key areas. The first was designing and developing an integrated 
website that includes brand sites and mobile apps. The second focused on designing, developing, and 
clarifying profitability criteria for a unified membership service. The third involved transitioning to a more 
efficient e-commerce platform and exploring potential system upgrades. 

For the first initiative, the design and development of the integrated site, we concentrated on the apparel 
business utilizing TERRA, TSI Group's core system. We are working on consolidating EC sites, including mobile 
apps, to highlight the appeal of TSI's distinctive brands while maintaining solid relationships with existing 
customers. The goal is to maximize opportunities for cross-brand value through thoughtful design, services, 
and functionality. 

 

At the same time, we are also progressing with integrating the membership service across in-store and e-
commerce channels. The brand teams and the platform division, which plays a cross-functional role, are 
collaborating to study a new membership program that will provide an optimal customer experience across 
TSI. This is being done while respecting existing approaches and measures for providing tailored experiences 
to each brand’s customers. With this new program, customers will be able to use points and benefits across 
TSI's various brands, which is expected to maximize value delivery opportunities for the company as a whole. 

The third point involves transitioning to a new platform. We have noticed that many competitors are also 
upgrading their systems, and a range of platform options have become available in recent years. Although we 
are not disclosing the names of the vendors at this stage, we have already finalized our internal policy on this 
matter. 
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Improvement of the efficiency of SG&A and other costs. I would like to discuss some portfolio strategies that 
will impact SG&A costs.  

With our existing brands, we have initiated strategic discussions to clarify the role and direction of our brands 
over the next three years and have reached a consensus on their future goals and strategies. We will continue 
refining these strategies, aiming for the final year of TIP27 or slightly beyond. By making targeted business 
investments, we will establish a solid foundation for further growth and new challenges. In TIP27, announced 
in April, we classified our portfolio into four categories: brands with growth potential, core brands, brands 
aimed at strengthening profitability, and those under review for revitalization. For the latter category, we 
have decided to withdraw from certain brands where restoring profitability is deemed difficult. Losses related 
to the withdrawal have largely been factored into this fiscal year's plan. In addition, as stated in the progress 
of structural reforms announced recently, we plan to downsize approximately 20% of the head office 
workforce by the end of the current fiscal year. Although some of this has been incorporated into the plan, 
the specific number of employees and the amount of impact have not yet been determined, so the full-year 
plan remains unchanged. Once the effect is determined, we will make an announcement in a timely manner. 

Please refer to the right side of the document. As I mentioned, we have implemented cost management 
methods to improve cost-effectiveness. This includes establishing a deliberation process for reviewing costs 
on projects exceeding a certain threshold, particularly for advertising, promotional, and outsourcing expenses. 

Following Q1, cost control in Q2 exceeded our expectations and contributed to narrowing the deficit in H1 of 
the fiscal year. In H2, we will continue implementing cost management with a balanced approach. 

Although not shown on this page, we have made some progress in logistics. We are transitioning to a delivery 
service provider that can leverage economies of scale. Specifically, we have established rules for inter-store 
transfers and returns —off-center logistics—and have begun improving transportation efficiency. As this will 
significantly impact store operations, we held briefing sessions for sales staff in H1 of the fiscal year and 
initiated test operations. 
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Now, I want to discuss our financial strategy and capital policy. 

As you can see on the left side of the document, we are reducing non-business assets. As mentioned in the 
H1 overview, this has resulted in a decrease in dividend income compared to the previous year.  

In the area of investment securities, while we recorded gains on the sale of some securities, we have reduced 
the number of those with limited prospects for price appreciation, anticipating losses on their sales. Since we 
have reached an agreement to sell cross-held shares, we will continue to reduce these holdings in H2 onward. 

Negotiations on investment real estate are also underway, taking into consideration the overall situation, 
including market prices, and will be announced at the appropriate time. 

I would like to talk about the repurchase of treasury stock on the right side of the document. As mentioned 
on the balance sheet page, we have repurchased approximately JPY 8 billion of our own shares over the past 
year, starting in October of last year. TIP27 calls for a share buyback of more than JPY 10 billion over the three-
year period, which is being implemented as part of efforts to improve capital efficiency and enhance 
shareholder returns. 

Those shares repurchased in September will be retired at the end of this month. In addition to this, the 
Company will acquire an additional JPY  3 billion in shares starting today and plans to retire all of these as well. 
In the first fiscal year of TIP27, a total of JPY 6 billion will be repurchased. 
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Regarding the forecast of the consolidated financial results for the fiscal year ending February 28, 2025, we 
are not making any changes at this time. 

We are implementing inventory optimization measures, which will impact gross profit. Additionally, we will 
proactively work to eliminate past-period inventories. 

We will also factor in the business withdrawal expenses from the ongoing business portfolio review, which is 
part of our structural reforms. Additionally, we have included costs related to improving the efficiency of the 
head office organization, and therefore, we have yet to see the final details of these expenses.  

In light of this, we intend to keep the consolidated earnings forecast unchanged from the previous 
announcement at this stage. 

We are the company that creates global empathy and social value through the power of fashion 
entertainment. As a creator of fashion entertainment, TSI will not slow down on the reforms it is currently 
undertaking and is determined to make significant progress this fiscal year.  

There have been many firsts, and the reforms require a lot of energy, but I believe that everyone is moving 
forward with each step carefully and boldly. Thanks to the support of our customers, I am confident that we 
will achieve our goals. 

We sincerely appreciate your continued attention and support for TSI. Your encouragement serves as a vital 
source of motivation, helping us move forward with strength. Thank you for your ongoing support. 

Thank you very much for your time today. 

[Video Ends] 
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______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.  
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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. 
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