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This PDF document is an updated note on the company. A comprehensive version of the report on the company, including this latest update, is

available on our website and various professional platforms.

On October 18, 2019, ADJUVANT COSME JAPAN CO., LTD. announced earnings results for TH FY03/20.
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Source: Shared Research based on company data
Note: Figures may differ from company data due to differences in rounding methods.
Note: From FY03/17, the body care series that was previously included in “Other” is including in “Skin Care.” Starting in Q1 FY03/19, hair dye products, which had been
reported under the “Hair Dye” segment, were moved to the “Hair Care” segment; the figures for FY03/18 have been adjusted retroactively.
Note: The company holds an invitation-only event for customers (typically salon owners or managers) sometime during the first three months of every year. Operating
profit tends to be lower in Q4 due to booking of expenses related to this event.

esearche

1/5



https://sharedresearch.jp/en

R ADJUVANT COSME JAPAN / 4929

Coverage Update Notes Research Coverage Report by Shared Research Inc. | https://sharedresearch.jp

1H FY03/20 results (out October 18, 2019)

> THFY03/20 results: The company reported consolidated sales of JPY2.2bn (-15.2% YoY), an operating loss of JPY240mn
(operating profit of JPY163mn in TH FY03/19), a recurring loss of JPY219mn (recurring profit of JPY179mn), and a net loss
attributable to owners of the parent of JP’Y200mn (net income of JPY103mn). Results were in line with downward forecast
revisions announced on October 11, 2019.

[>  Skin Care: Sales were JPY897mn (+0.1% YoY) in TH. Sales were affected by the time taken to adopt the new promotional
campaign system introduced in FY03/20, and the reactionary fall due to the front-loading of orders in FY03/19, ahead of the
campaign system switch. The company said that sales of its updated All Enrich (AE) series product line-up were largely in line
with plan. In Q1 (April to June 2019), Skin Care segment sales were -15.6% YoY, but in Q2 (July to September 2019) they
started growing again and were +15.0% YoY.

[>  Hair Care: Sales were JPY1.1bn (-24.7% YoY). Sales were affected by the time taken to adopt the new promotional campaign
system introduced in FY03/20, the reactionary fall due to the front-loading of orders in FY03/19, ahead of the switch, and
sluggish sales of products released in FY03/19. In TH FY03/19, sales received a boost from the launch of the Class S product line
(using the company’s in-house prescription), but the impact appears to have run its course. Sales in TH FY03/20 were in line
with TH FY03/18 (JPY1.2bn).

[>  Other (consolidated subsidiaries): Sales were JPY360mn (-9.3% YoY). The company reported solid growth in Salon Answer
customer management system contracts in TH. It logged 699 new contracts including 68 Adjuvant partner salon contracts.

[>  Adjuvant partner salons: The company had 7,546 registered Adjuvant partner salons (which make an initial purchase of at least
JPY100,000 worth of products and enter an agreement regarding specific ways to explain products to customers under the
guidance of the Adjuvant group), up 186 YoY, pointing to ongoing growth in the customer base.

[>  Gross profit: TH gross profit was JPY1.3bn (-20.3% YoY). In addition to lower back sales, GPM was 56.9% versus 60.6% a year
earlier.

[>  SG&A expenses: 1TH SG&A expenses were JPY1.3bn (+5.9% YoY). SG&A expenses are in an uptrend as the company is hiring
personnel to build a platform for growth. An increase in the SG&A-to-sales ratio from 54.3% in TH FY03/19 to 67.8% was one
factor in declining margins.

[>  Profit forecast revisions: The company revised its FY03/20 forecasts downward to sales of JPY5.0bn (-2.7% YoY), operating loss
of JPY335mn (operating profit of JPY170mn in FY03/19), recurring loss of JPY305mn (recurring profit of JP'Y25Tmn), and net
loss of JPY302mn (net income of JPY25mn). (Initial forecasts were for sales of |PY5.6bn, operating profit of JP°Y127mn, and net
income of JPY30mn.) The downward revisions were due to TH results falling short of initial forecasts, expectations that the
selling environment in 2H will be tougher than initial expectations, and plans to continue building its growth platform. The
company forecasts a net loss per share of |JPY38.02. BPS was JPY571.94 at end-FY03/19. The company unchanged its FY03/20
DPS forecast (year-end only) at |PY24.

[>  Patent application: On October 18, 2019, the company applied for a patent for a hair growth agent. This came from the results
of a joint research project by its consolidated subsidiary Adjuvant Cosmetics with RIKEN and Organ Technologies comprising
scientific analysis of mechanisms involved in changes to hair quality, which looked for and evaluated candidates for new hair
care substances. The company said there would be no impact on earnings in the short term, but this would be extremely

useful in future product development.

Starting in Q1 FY03/19, hair dye products, which had been reported under the Hair Dye segment, were moved to the Hair Care segment; the figures
for FY03/18 have been adjusted retroactively to reflect this change.
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Full-year company forecasts

Earnings

FY03/18
2H Act.

FY03/19
2H Act.

1H Act.

(IPYmn)
Sales
YoY
Operating profit
YoY
OPM
Recurring profit
YoY
RPM
Net income
YoY
Net margin
Sales by product

2,564
13.8%
337
20.5%
13.2%
342
23.9%
13.3%
218
0.6%
8.5%

2,533
0.6%
163
-31.7%
6.4%
168
-33.6%
6.6%
93
-18.0%
3.7%
FY03/18

5,098
6.8%
500
-3.5%
9.8%
509
-3.6%
10.0%
311
-5.8%
6.1%

2,599
1.4%
163
-51.7%
6.3%
179
-47.6%
6.9%
103
-52.7%
4.0%

FY03/19

5,164
1.3%
170
-66.1%
3.3%
251
-50.6%
4.9%
25
-91.9%
0.5%

2,205
-15.2%
-240
-10.9%
-219
-9.9%
-200

-9.1%

(IPYmn)

Sales
Skin Care
Hair Care
Hair Dye
Other
Sales rebates

YoY
Skin Care
Hair Care
Hair Dye
Other

Sales composition
Skin Care
Hair Care
Hair Dye
Other
Sales rebates

2,583
1,031
1,151
20

531
-150
14.6%
5.4%
-2.7%
-16.7%
136.0%
100.0%
39.9%
44.6%
0.8%
20.6%
-5.8%

b1 -Yo 8
2,515
986
1,190
19
476
-159
-0.1%
-4.7%
4.8%
-13.6%
-4.0%
100.0%
39.2%
47.3%
0.8%
18.9%
-6.3%

5,098
2,017
2,341
39
1,007
-309
6.8%
0.2%
0.9%
-15.2%
39.7%
99.9%
39.6%
45.9%
0.8%
19.8%
-6.1%

2,599
896
1,476
397
-170
0.6%
-13.1%
26.0%
-25.2%
100.0%
34.5%
56.8%
15.3%
-6.5%

2H Act.
2,565
1,020
1,314
415
-185
2.0%
3.4%
10.4%
-12.8%
100.0%
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Source: Shared Research based on company data

Note: Figures may differ from company data due to differences in rounding methods. In Sales by segment, Hair Care sales for FY03/19 include Hair Dye, and YoY
comparisons are calculated on the same basis.

This note is the most recent addition to the full report.
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We offer corporate clients comprehensive report coverage, a service that allows them to better inform investors and other stakeholders by presenting a continuously
updated third-party view of business fundamentals, independent of investment biases. Shared Research can be found on the web at http://www.sharedresearch.jp.

Disclaimer

This document is provided for informational purposes only. No investment opinion or advice is provided, intended, or solicited. Shared Research Inc. offers no warranty,
either expressed or implied, regarding the veracity of data or interpretations of data included in this report. We shall not be held responsible for any damage caused by
the use of this report.

The copyright of this report and the rights regarding the creation and exploitation of the derivative work of this and other Shared Research Reports belong to Shared
Research. This report may be reproduced or modified for personal use; distribution, transfer, or other uses of this report are strictly prohibited and a violation of the
copyright of this report. Our officers and employees may currently, or in the future, have a position in securities of the companies mentioned in this report, which may
affect this report’s objectivity.

Japanese Financial Instruments and Exchange Law (FIEL) Disclaimer

The report has been prepared by Shared Research under a contract with the company described in this report (“the company”). Opinions and views presented are ours
where so stated. Such opinions and views attributed to the company are interpretations made by Shared Research. We represent that if this report is deemed to include
an opinion by us that could influence investment decisions in the company, such opinion may be in exchange for consideration or promise of consideration from the
company to Shared Research.

Contact Details

Shared Research Inc.

3-31-12 Sendagi Bunkyo-ku Tokyo, Japan
https://sharedresearch.jp

Phone: +81 (0)3 5834-8787

Email: info@sharedresearch.jp
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