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NOTICE  
The slides in this presentation has been translated using a mechanical automatic 
translation service. In some cases, the translation may be inaccurate or unintended. 
Please use this service with the understanding that translations are not always accurate. 
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Presentation 

 

Suzaki: Thank you very much for watching. I am Hiroaki Suzaki, Representative Director and President of 
ARATA CORPORATION. 

I will now explain the financial results for Q2 of the fiscal year ending March 31, 2024. 

 

Today, I will explain our business performance for Q2 of the fiscal year ending March 31, 2024, followed by 
the Medium-Term Management Plan 2026 strategy, early realization of P/B ratio of over 1x, ESG initiatives, 
and finally, topics. 
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First of all, let me explain our business performance. 

As for the market environment in Q2 of the fiscal year ending March 31, 2024, there were signs of economic 
revival toward the post-COVID-19-pandemic world, including an increase in human flow due to the 
reclassification of COVID-19 into Class Five. At the same time, the outlook remains uncertain, as consumers 
are still increasingly conscious of defending their lifestyles due to rising crude oil prices caused by the 
worsening international situation and the consequent and prolonged increase in utility costs and raw 
materials prices. 

Under such circumstances, the Company's category strategy, which has been continued for some time, based 
on the Medium-Term Management Plan 2026 strategy formulated in May, has resulted in record-high sales. 
In terms of profit, along with sales growth, various measures to improve productivity have helped to curb the 
SG&A-to-sales ratio and improve the profit margin, resulting in a record-high ordinary income. 
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Under these circumstances, the consolidated statement of income for Q2 of the fiscal year ending March 31, 
2024, is as shown. 
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I will now explain the factors behind our business performance. 

Sales for Q2 of the fiscal year ending March 31, 2024, have reached a record high, and the scale of sales 
continues to steadily expand even in a rapidly changing environment. 

The main reason for the increase in net sales was the higher unit price of products due to not only the sales 
growth of strategic expansion of large-volume and high-value-added products but also the price hikes and 
others caused by the soaring cost of raw materials. In addition, sales expansion of exclusive and priority-
distributed products and the success of the health & beauty, centered on cosmetics, and pet categories, both 
of which have continued to be important measures in the mid-term plan, have also contributed to sales 
growth. 

In addition, sales of COVID-19-related products such as masks and sterilization sheets decreased due to the 
reclassification of COVID-19 into Class Five, but sales of cosmetics and other products increased in response 
to changes in demand due to increased human flow and opportunities to go out. In H2, we will continue to 
promote the various measures of the Medium-Term Management Plan 2026 strategy, aiming for further sales 
expansion. 
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Ordinary income has also reached a record high. Along with sales growth, the Company has maintained stable 
growth by increasing profits through the implementation of various measures to improve productivity. Strong 
sales of cosmetics, hair care products, and other exclusive products and higher unit prices per product led to 
an increase in gross profit. 

As for SG&A expenses, logistics costs have increased due to soaring fuel costs. In addition, as part of our 
human resource strategy looking beyond 2030, we are aggressively investing in human capital, and our new 
human resource system, which has been in place since April 2023, has improved the salary level of our 
employees. 

As a result, wages per employee increased by approximately 9%, and overall labor costs also increased. At the 
same time, by strategically implementing various measures centering on the IT Medium-Term Business Plan 
policy, warehouse and operational productivity increased, resulting in lower labor costs than sales growth, 
leading to a reduced labor cost ratio. 
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The YoY comparison of sales by product category is shown below. 

All categories exceeded the previous year's results. Among these, health & beauty and the pet supplies and 
others categories, which we have been strengthening, continue to grow significantly, and we will continue to 
promote strategic sales expansion. 
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The YoY comparison of sales by type of business is shown below. 

Drugstores significantly grew 8.2%, and their share of sales continued to expand to 52.5%. 
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As for the consolidated balance sheet, as you can see. 

Total assets amounted to JPY312,822 million, up approximately JPY21.9 billion from the end of the previous 
fiscal year. Net assets totaled JPY107,266 million, up approximately JPY5.2 billion from the end of the previous 
fiscal year. 
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Based on these results, we have made an upward revision to our earnings forecast for the end of current fiscal 
year. Net sales are JPY928 billion and operating income is JPY14.9 billion. Ordinary income is JPY15.7 billion. 
Profit attributable to shareholders of parent is JPY10.5 billion. We will accelerate growth toward the target of 
Medium-Term Management Plan 2026. 
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In H2, we will continue to pursue stable growth by expanding sales and reducing SG&A ratio in order to achieve 
our earnings forecast, and by steadily implementing the Medium-Term Management Plan 2026 strategy, we 
aim to achieve the upwardly revised year-end targets of JPY14.9 billion in operating income and JPY15.7 billion 
in ordinary income. 
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Next, I will explain our Medium-Term Management Plan 2026 strategy and the early realization of a P/B ratio 
of over 1x. 

Under the theme of "accelerating growth," the Medium-Term Management Plan 2026, which was formulated 
in May of this year, we will accelerate growth strategies in growth businesses, infrastructure, and human 
resources to achieve the sales targets of the Long-Term Management Vision 2030 as early as possible. We aim 
to further increase our corporate value with a view to achieving corporate growth that looks beyond 2030, 
and to establish a presence and a P/B ratio in excess of 1x. 

We will promote growth strategies, infrastructure reinforcement, and sustainability in accordance with the 
specific strategies of the Medium-Term Management Plan 2026 to achieve sales of JPY1 trillion, ordinary 
income of JPY20 billion, ROE in the 10% range, and a dividend payout ratio of 30%. Furthermore, we will aim 
to further enhance corporate value through growth investments with P/B ratios in excess of 1x and measures 
to create shareholder value. 
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Under such circumstances, we aim to achieve a P/B ratio of over 1x as soon as possible in the fiscal year ending 
March 31, 2024, by implementing measures to create shareholder value. As of September 30, 2023, our P/B 
ratio was 0.91x. To achieve a P/B ratio of over 1x, we will need to implement equity shareholder measures to 
optimize our capital structure and improve liquidity, in addition to prospective growth strategies aimed at 
improving market capitalization and realization of achievement. 

Therefore, as stock shareholder measures, we decided to implement a share buyback, a stock split, and an 
increase in dividends due to the revision of the earnings forecast. 
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The overall picture of measures to create shareholder value and the current measures are systematically 
shown below. 
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First, regarding share repurchases, the Company will repurchase up to 600,000 shares of its stock for JPY3 
billion to return profits to shareholders, improve capital efficiency, and implement a flexible capital policy in 
response to the business environment. The acquisition period is for one year, from November 8, 2023 to 
November 7, 2024. 
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Second, regarding the stock split, the Company will implement a two-for-one stock split for each share to 
create an environment in which investors can invest more easily, expand the investor base, and improve the 
liquidity of the Company's shares. 

As an example, if the stock price is JPY7,000, an investment of JPY700,000 per unit of 100 shares is currently 
required, but after the stock split, it will be possible to acquire shares at half the price, starting at JPY350,000. 
The minimum purchase amount per unit will be lowered, making it easier to purchase, which is expected to 
expand the investor base and improve liquidity. 

Since shareholder benefits will continue to be based on the same criteria after the split, it can be said that this 
is in effect an expansion of shareholder benefits. 
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The dividend forecast will be revised in accordance with the guideline of a payout ratio of 30%, with the 
dividend increase accompanying the revision of the earnings forecast and with the adjustment due to the 
stock split. Regarding the dividend forecast for the end of this fiscal year, the initial forecast was set at JPY83, 
but due to the upward revision of the earnings forecast, the forecast has been revised to JPY102 at the end 
of the fiscal year. 

We maintain our forecast of achieving a payout ratio of 30% by the end of the current fiscal year. Compared 
to last year, JPY15 in the interim. JPY34 at the end of the period. The annual dividend will be increased by 
JPY49 per share. As for the actual final revised forecast, taking into account the revision due to the two-for-
one stock split, the year-end dividend is expected to be JPY51. 
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Next, I will explain our ESG initiatives. 

With the aim of realizing a recycling-oriented society, we have taken the initiative in implementing Let's 
Choose! 3R Campaign. 

This year's campaign, now in its seventh year, is an effort to expand understanding and empathy for the 3R 
by encouraging consumers to purchase refill products and environmentally conscious products, thereby 
connecting the Ministry of the Environment, retailers, and manufacturers. This year, the program is being 
implemented at approximately 20,000 supermarkets, drugstores, and other stores nationwide, and the scale 
of the program is expanding every year. 
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In addition, we are building a stronger foundation of trust with all our stakeholders, promoting environmental 
and efficiency improvements throughout our supply chain with the right attitude, and developing various ESG-
related policies, in order to realize a business strategy that makes everyone's life richer and more enjoyable. 

Under these policies, we will continue to promote ESG activities. 
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In addition, we are addressing an important social issue, the 2024 problems of logistics. The truck reservation 
reception system has been introduced at all 27 planned locations, reducing driver waiting time by about 40%. 
It also contributes to personnel optimization and efficiency in the warehouses. 

In terms of the supply chain as a whole, we will work with manufacturers and logistics providers to accelerate 
the digitalization of logistics and realize efficient delivery and warehouse operations, thereby improving the 
working environment for drivers, contributing to the environment, reducing costs, and so on. 
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Finally, as a topic, we published our Integrated Report 2023 in September, our sixth annual report this year. 
We are continuously evolving it as a tool for dialogue with each stakeholder. The details are posted on our 
website. 

With that, I will conclude my explanation. 

Thank you very much for watching.  

[END] 

______________ 

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. 

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 © 2023 SCRIPTS Asia K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
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