A Letter to Our Shareholders

A Message from the President

With a clear view of its operating
environment, Onward will heighten its
profitability through growth strategies
that are in step with technological
advancements and market changes.
Takeshi Hirouchi

Michinobu Yasumoto

Representative Director, Chairman

Representative Director, President

Dear Shareholders,
In the latter part of 2017, apparel sales at department stores climbed above the previous year’s levels,

The operating environment for the apparel industry continues to transform as the aging of
Japan’s population and the decline in the birth rate shrink the overall population and because
consumer values grow more diverse. Faced with this reality, the Onward Group will maximize
the brand value and customer base it has cultivated to date in order to advance growth
strategies and structural reforms aimed at future growth. I would like to take this opportunity
to talk about our business results in fiscal year 2018 and to explain the measures that we will
implement going forward.

indicating an increased willingness to spend among the middle class. This trend brought with it
hope for an escape from deflation.
Looking ahead, it will be crucial for the current tailwind blowing through the economy to be
tied to a substantive recovery in consumption.
The fashion business has entered into a period of great transformation characterized by the
rapid development of AI and IoT technologies. At the same time, the diversification of customer
needs is placing increased importance on the ability for apparel manufacturers and retailers to satisfy the individual needs of customers.
Given these circumstances, the Onward Group has turned its attention to the increasing
demand for customization and personalization. We prepared for this trend with the launch of our
new KASHIYAMA the Smart Tailor brand in fall 2017. Under this brand in the menswear field,
which was the point of departure for the Onward Group’s apparel business, we provide high-
quality, made-to-order suits at affordable prices within short delivery times.
Moving forward, we will muster the collective strength of the Onward Group to develop
KASHIYAMA the Smart Tailor into a global flagship brand for our Omni-channel retailing strategy.
We are committed to further enhancing the craft we have honed thus far in our capacity as
a lifestyle culture enterprise embodying the apparel industry of the future.
I would like to express my gratitude to all our shareholders for their continuing support,
cooperation, and trust.
August 2018

Review of Fiscal Year 2018
Even in the midst of a challenging operating environment,
we succeeded in increasing full-year profit through growth
strategies and structural reforms.

In fiscal year 2018, net sales decreased 0.7% year on year, to ¥243.1
billion, which was 1.6% higher than the target, while operating profit
increased 22.9%, to ¥5.2 billion, and profit attributable to owners of
parent rose 13.1%, to ¥5.4 billion. Net sales were affected by a sales
reduction of ¥8.2 billion stemming from efforts to reorganize underperforming brands and stores as one part of the structural reforms
kicked off in 2017 as well as a ¥3.8 billion increase resulting from foreign exchange rate fluctuations. If these factors are excluded, net sales
were up ¥2.6 billion. Profit benefited from e-commerce and other
growth strategies as well as from the aforementioned structural reforms,
which drove increases in all profit figures.
On the topic of structural reforms, the drastic revision of our
inventory management system proved to be greatly beneficial for the
Company. For years, Onward Kashiyama had employed a system in
which regional branches were responsible for ordering products from
brand business divisions, managing their inventories, and holding
bargain sales and otherwise ensuring that no products go unsold. To
address this situation, we have begun integrating inventory control

through organizational reforms. A goal of these reforms will be to share
inventory data between physical and e-commerce stores in order to
prevent lost sales opportunities and thereby strengthen e-commerce,
which is a focus of our growth strategies.
In the overseas business, the operating environment for the apparel
industry is undergoing substantial change, as indicated by such developments as the rapid progress of the digitalization trend. We still need
time to address this change, and operating profit decreased ¥1.3 billion
in Europe, ¥0.4 billion in Asia, and ¥0.1 billion in the United States as
we have not yet furnished a response. Overall, operating profit were
down ¥1.8 billion year on year in the overseas business. We plan to
address this situation with drastic business reforms going forward.
The European business—our largest overseas business—comprises
manufacturing divisions dealing in luxury brands as well as brand
divisions, such as JIL SANDER and JOSEPH. Our manufacturing
divisions boast a manufacturing platform steeped in masterful manufacturing techniques. Reforms in these divisions will thus be implemented through a detailed approach looking carefully at each and
every factory in this platform to determine how they can be adapted to
better meet market needs. We will improve profitability in our manufacturing divisions via this approach. As for brands, we enhanced the
JIL SANDER creative team from 2018 spring / summer collection.
The products announced by this new team have won strong praise

Takeshi Hirouchi
Representative Director, Chairman
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