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Presentation 

 

Moderator: We will now begin the financial results briefing of Kitanotatsujin Corporation for Q2 of the fiscal 
year ending February 2023. 

I would like to introduce two of today’s speakers. 

Mr. Katsuhisa Kinoshita, Representative Director & President. 

Kinoshita: Thank you very much. 

Moderator: Mr. Takashi Kudo, Director and General Manager of the Administration Department. 

Kudo: Thank you very much. 

Moderator: Now then, President Kinoshita, please begin. 

 

Kinoshita: Once again, I am Katsuhisa Kinoshita, President of Kitanotatsujin. I would now like to begin the 
presentation of the financial results for Q2 of the fiscal year ending February 2023.  

Now, this will be today's executive summary. 
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Upward revision of full-year consolidated earnings forecast: we had net sales of JPY9,064 million, up 19.5% 
from the previous forecast. Operating profit is revised to JPY1,241 million, up 23.8% from the previous 
forecast. 

And the better-than-expected recovery in the number of new acquisitions led to Q2 sales of JPY4,308 million, 
9.4% above forecast. 

The main reasons for the increase in the number of new acquisitions are the development and training of the 
creative department and the expansion of the e-commerce malls. 

Q2 operating profit was JPY522 million, 14% below forecast, due to shipping delays for some products caused 
by strong orders. 

 

First, we would like to discuss the upward revision of the full-year consolidated earnings forecast. 

Based on the higher-than-expected number of new acquisitions, we have revised upward our full-year 
consolidated earnings forecast for the fiscal year ending February 2023, to JPY9,064 million in net sales. 

Although we will continue to invest strategically in advertising and expect advertising expenses to increase, 
we have also revised upward our forecasts for each stage of income. 
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Regarding the details about the upward revision of the full-year consolidated earnings forecast, the previous 
fiscal year ended February 2022 had net sales of JPY9,510 million. For the current fiscal year ending February 
2023, we had estimated the amount to be lower than JPY7,587 million, but as I mentioned earlier, new 
acquisitions have been strong, and we now forecast sales at JPY9,064 million. 

The business model is basically centered around customers who purchase on a subscription basis. A certain 
percentage of subscription customers come in and a certain percentage cancel their subscriptions, and if we 
can make up for these cancellations with new subscriptions, we can maintain sales for a long time. However, 
the trend of new acquisitions, which had been declining especially in H2 of the previous fiscal year, has 
returned to normal earlier than expected, and sales are considerably higher than expected, although not as 
much as in the previous period. 

The advertising expenses forecast also increased from its original JPY1,594 million to JPY2,312 million. Our 
business model is such that advertising expenses are different from those of a typical manufacturer, and can 
be thought of as almost the same as distribution expenses. 

In the case of mail-order sales, advertising expenses are almost entirely distribution expenses because the 
Company sells directly to the public without using stores or other means of distribution. As for distribution 
expenses, detailed data on mail-order sales shows that the number of new acquisitions, acquired sales, and 
advertising expenses are virtually equal. We had assumed that advertising costs would be JPY1,594 million, 
where the number of new acquisitions would be low, but in fact, the number of new acquisitions has been 
very strong, which means that advertising costs can be raised from this level. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
5 

 

In conjunction with this, there is a portion of upfront investment in advertising expenses, so operating profit 
will not recover to the level of the previous year. 

Advertising costs in our case are usually about four months upfront investment. Roughly at the fourth month 
is where they reach a break-even point, and around the fifth month is where they start to become profitable. 
Since advertising expenses will continue to increase due to the stronger-than-expected performance, we 
expect to recover this cost in the next fiscal year onward. In the current term, we estimate to recover roughly 
this amount. 

 

These are the highlights of the performance, versus the plan, which is the forecast. 

In sales, the forecast of JPY3,937 million was actually JPY4,308 million, an increase of JPY370 million or 9.4%. 

On the other hand, advertising expenses, planned at JPY801 million, are JPY1123 million, a plus of JPY322 
million or 40.2%. 

Operating profit was expected to be JPY607 million, but it was actually JPY522 million. 
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Advertising investment was increased due to a better-than-expected recovery in the number of new 
acquisitions. 

On the other hand, the acquisition of more new customers than expected led to shortages in some products. 
Since shipping has been delayed for a while, we have decided to take pre-orders instead of regular orders, 
and ship when stock is replenished. 

In Q2, only advertising expenses for new orders were recorded in this quarter, and the portion of sales for 
these orders was shifted to Q3, resulting in a slightly lower-than-expected profit. 

Specifically, approximately JPY83 million is about to be booked in Q3. As for profits, approximately JPY70 
million worth of profits are being passed on to Q3. 

Our sales consist of two main categories: new orders and subscription orders, as well as regular repeat orders. 
We must never run out of products for our subscription-order customers, so when new orders start to 
increase, we stop accepting new orders just before it becomes a problem for our subscription-order 
customers if we continue to do so. We ensure that no delays occur at all for subscription customers. 

Instead, we will stop taking orders from new customers and switch all of these orders to a form of reservation. 
Although the order has already been placed, the product will be shipped to the customer as soon as it arrives. 

If a product becomes very popular, there may be an increase in orders, so we may not be able to deliver the 
product immediately after receiving an order. So, although we may not be able to serve orders immediately 
to customers, we do not lose that many opportunities. The fact that a product is so popular that it is out of 
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stock may lead to an increase in extra orders or pre-orders. This of course should not happen frequently, but 
it is not necessarily a loss of opportunity. 

 

These are the number of new acquisitions. 

As I mentioned earlier, this is how it has been gradually declining ever since Q2 of FY2021. We have been 
recovering gradually, and now in Q2 of FY2022, we have seen a considerable recovery. 
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This is one factor in the recovery of the number of new acquisitions. 

I now talk about the improvement in the development and training of the creative department. What is 
needed to increase the number of new acquisitions is, first of all, having a strong product. This is a major 
prerequisite. Bad products will, of course, not attract new customers and sales will not increase, but another 
important factor is the creative department. 

The point is, no matter how good the product is, if we cannot tell our customers about it, it won’t work. 
Normally, in the world of sales and marketing, if you don't have a certain level of sales ability, it wouldn’t work 
even you have a good product. In the case of mail order, this is a task for the creative department. Products 
will not sell well unless the creative department is able to convey the advantages of the product in a creative 
way. 

Specifically, in terms of online advertising, it is difficult to acquire new customers unless advertisements with 
a high click-through rate or sales outlets with a high purchase rate are available. To do this properly, multiple 
skills are needed. Various skills are needed, such as accurately recognizing the unique strengths of the product, 
creating ads from different angles, and ensuring consistency between the ad and the sales page. 

And then there were the challenges our company was facing. When you advertise online, the results all come 
back to you in numbers. Based on those numbers, we tune our advertisement. One benefit of online 
advertisements is that they can get efficient easily.  However, if we try to be too efficient, we will see a 
shrinkage in these advertisements. 
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If we eliminate the parts that didn't work, of course waste will decrease. For example, if we imitate an 
advertisement that seems to be successful and duplicate it more and more, the probability of success will 
increase, but it will be difficult to create a new type of advertisement with a new approach.  

In fact, our company's continued emphasis on efficiency has resulted in a shrinkage of new creative 
advertisements. In part, this led to fewer and fewer new acquisitions. 

To address this, we hired highly skilled and experienced personnel, improved our training system, set up a 
dedicated training team, and reviewed our evaluation system. This ultimately raised the overall level of the 
creative department and led to strong new acquisitions in multiple products and advertising media. This is 
how we have improved out results. 

Therefore, the increase in the number of new acquisitions this time is not due to the launch of a new product, 
but rather due to an improvement in creative advertisements of existing products. So, the employees on site 
worked extremely hard, and that is a big part of it. Rather than some strategic aspect, the results of the 
Company have been growing as a result of the efforts of each and every one of its employees. 

 

To be a little more specific, there is a way to create advertisements. For example, if the amount of information 
for product A was about 1,000, this amount of information is 100%. We will create some advertisements from 
here. 

Up to Q1, this creative, or advertisement, is going to get tiresome after a certain amount of constant showing. 
To a certain extent, the response rate gets worse as people get tired of looking at it, so they tune it up more 
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and more here. In doing so, we used to tune it up while looking at existing creatives. It was less likely to fail 
and more efficient, but the advertisements were gradually becoming similar and shrinking. 

From Q2 onward, we did not use the first advertisement as a base, but rather studied the product and its 
users again, and tried to create advertisement from a new angle. This has enabled us to develop the potential 
of our products more and more through advertisements, with creative ideas from various angles. 

 

On the other hand, when placing advertisements, in the past, for example, we placed advertisements in three 
different campaigns for advertising medium A. However, when the results of A-1 were positive, but A-2 and 
A-3 were not so profitable, the Company used to decide to stop the A-2 and A-3 projects, and concentrated 
only on A1. 

This will increase profitability, but this is where it will shrink again. Instead, we brought back A-2 and A-3 
through a new approach and a new campaign structure. We actively did these things. 

This has enabled us to maximize the potential of the product itself and the market itself. It took about two 
and a half years of work to create a system that would allow us to do this, and I believe that it is finally bearing 
fruit. 

As those of you who have been following our company for a long time know, I have been saying for the past 
two years that the development and training of the creative department was a real challenge, and I believe 
that we are finally starting to see results. 
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I myself have always been able to do the kind of creative work and advertising management that I just 
mentioned as an individual skill, but it was difficult for my employees to do the same as me. So while we train 
our employees, we started to recruit people from all over Japan who were interested in this kind of work and 
who wanted to do it. We established a base in Tokyo for recruiting two and a half years ago, and we also tried 
to show our presence through Twitter, lectures, and publications. 

In short, by sending out more and more information about how Kitanotatsujin is a strong web marketing 
company, we are now receiving almost all applications for our company by appointment. In the past, we 
would try to get the people we hired through the usual process to do this kind of work, but now we are getting 
more and more people who specifically want to do this job. These people have been able to do this by studying 
and working harder and harder. 

So now, especially in the web marketing industry, Kitanotatsujin has become quite well known, and 
evaluations are circulating that the members there are very skilled. Although it is not yet complete, we are 
gradually building an image that the web marketing department of Kitanotatsujin is strong in this industry, 
and once we have a system in place to bring in more and more people like this, I believe that we will be able 
to increase sales through our own creative abilities.  

What I am saying now is actually quite difficult for an advertising agency. To create really good advertisements, 
it is necessary to have knowledge and understanding of the product, but advertising agencies inevitably 
handle multiple products from multiple companies, so it is difficult for them to go that deep. Therefore, we 
did not hire an advertising agency, but rather did it ourselves, and I believe that this has been very successful 
and has enabled us to create a truly strong organizational structure. 
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On the other hand, during the expansion of e-commerce malls, we had been focusing on a subscription-based 
business model, so e-commerce malls such as Amazon and Rakuten Market had a low priority in our business, 
since they were dominated by buyout sales. However, the positioning of e-commerce malls themselves has 
changed considerably, especially since COVID-19. 

We believe that more and more people are using e-commerce malls to buy things that they would buy through 
general distribution on a daily basis, so we have been focusing on e-commerce malls since COVID-19 in order 
to capture more and more of this market. 

Compared to the previous quarter, it expanded by 41%. Compared to the previous year, there is an expansion 
of 159%. Overall sales of e-commerce malls surpassed JPY100 million per month for the first time. 
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On the other hand, there is an advertising investment balance. It's an indicator of how well advertising 
investments are doing. First of all, we set a maximum cost per order (CPO) to acquire one customer. 

If we exceed this upper limit CPO to acquire a customer, we are losing profitability. If not, we are losing 
opportunities. So we look at the actual CPO, the number divided by the upper limit CPO, and if this is above 
1.00, we are overinvesting, and if it is below 1.00, we are losing opportunities. We invest in advertisement to 
make this figure to be just 1.00.  

The current situation is slightly below 1.00, an opportunity loss. There are two factors: one is that the upper 
CPO was raised. I will explain how this was raised later. Another thing is that we were able to improve our 
efficiency. As we were able to produce good advertisement, we managed to acquire one customer at the cost 
of about JPY8000, while we previously needed about JPY10,000.  

However, if we are able to get one with JPY8,000, we will have to pile up another 10,000 yen to get more 
cases, but we have not yet reached that point, so we are losing some opportunities. 
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In terms of acquisition investment efficiency, we used to set the upper CPO limit on the number of customers 
acquired through advertisements on our own site, but even if we advertise on our own site, a certain 
percentage of customers will inevitably flow to e-commerce malls.  

There are a certain number of people who like a product and think they would like to buy it, but if they go to 
an e-commerce mall, they do not have to register a phone number or address anew, and they will buy it at e-
commerce malls. 

We have been following the relationship between the two in numerical form for a long time, and have come 
to understand that when we advertise at this level, about this percentage of sales flow to e-commerce malls. 
So we allocated the increased sales from e-commerce malls to the upper CPO limit, thereby raising the upper 
CPO limit. Of course, this assumes that this will be profitable by flowing to e-commerce malls. 

This raised the upper CPO limit, which allowed us to increase the volume of ad placements. This has resulted 
in an increase in the number of new acquisitions through advertising, and an increase in the number of new 
acquisitions on the e-commerce mall due to the inflow of customers to e-commerce malls, creating a 
synergistic effect. 
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Here are the sales by segment and by brand. 

The main focus is still mostly on the J North Farm. Then there is SALONMOON, and others. 
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Next, I would like to talk about the progress of our group companies, such as SALONMOON. 

The original hair care brand SALONMOON is mainly engaged in hair irons. The main focus is on e-commerce 
malls. 

Until now, Rakuten and Amazon were the center of e-commerce malls, but in Q2, there is a mall called Qoo10 
which has become very popular, especially among young women. This mall is increasing its sales considerably. 

Then we launched our first cosmetic product, SALONMOON Hair Oil Mist, a hair oil mist to be used with hair 
irons. 

On the other hand, we sell our hair irons to electronics mass merchandisers such as Yodobashi Camera and 
Bic Camera. We have also started a radio campaign in the Hokkaido region, using our group company FM 
Northwave. 

In addition, we are in the process of revising our selling prices. Currently, we are purchasing products from 
China, and we are in the process of raising prices due to the extremely weak yen. We are somewhat concerned 
about the extent to which this area will be affected in the future. 
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Our group company, FM NORTH WAVE, an FM radio station in Hokkaido, Japan. 

As a business strategy, we have created a media development office to re-create media value from the 
customer's point of view, and since we are a regional FM radio station, we are also working on regional media. 
We have invited the person in charge of the Hot Pepper business from Recruit, who started the business from 
scratch in Sapporo and Hokkaido, and are now rebuilding the sales organization team structure, management 
guidance, and so on. 

This is Mr. Yoshida, my old boss, who is a very powerful person; I have asked him to rebuild our sales 
department. I myself attend the meetings once a week, and I feel that the organization is changing rapidly in 
a very positive way. We are also working on new clients. 

Additionally, in terms of advertising production that makes the most of its characteristics, we are now using 
FM NORTH WAVE to attract customers for SALONMOON, as mentioned earlier. In the area of product/brand 
awareness and interest, it is difficult to achieve results with radio, TV, and mass advertising for products on 
the Company's website, but with products on Amazon, Rakuten, or general distribution at electronics retailers, 
mass media is a very good match. We are currently experimenting with various ways to produce results by 
combining FM NORTH WAVE and SALONMOON. 

We are obtaining data on the results of these advertisements, and over the course of about a year, we will be 
able to package the sales figures for both general products and radio advertisements that will not only 
increase SALONMOON's sales, but will also help other companies increase their sales. We are now thinking of 
creating this scheme and marketing it to other companies as well. 
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Let me explain a little bit about the marketing funnel, which I am sure many of you are familiar with. In 
marketing, first there is awareness, then there is interest, and then there is comparison and purchase. When 
100 people become aware of a product, about 60 people become interested, and about 30 people compare 
and buy it. 

Since J North Farm is almost entirely Internet-centric, Internet advertising has become very good at efficiently 
reaching people who have entered the comparison stage. It’s highly effective, and easy to understand the 
profitability. However, there is a disadvantage to this approach: it only targets people who are already 
interested in the product. Internet advertising is not very good at generating new interest. 

On the other hand, mass advertising on radio and television is very good at making people aware. People who 
were not interested originally may be made aware through advertisements on radio or TV, but the traffic line 
for this process, from getting interested to comparing and buying, is not clear, and without a large budget, it 
is difficult to achieve this goal.  

We ourselves have a certain amount of knowledge about Internet advertising, so what we are working on 
now as FM NORTH WAVE is to design content that will not only make people aware of the site, but also bring 
them to the point of interest. 

We were involved in the management of a radio station called NORTH WAVE, and I think that very few 
companies are capable of or aware of designing a radio station that moves from awareness to interest, both 
for the station itself and for the client.  
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There is a tendency to think that all you have to do is create ads that are interesting or that become a topic 
of conversation, but even if they are interesting or become a topic of conversation, if they do not lead to 
interest, they will not lead to sales. We are designing advertisements that will not only gain recognition, but 
also generate interest. From there, we will try to increase our client's sales by connecting them to the Internet, 
especially by advertising on the radio to generate interest, and then lead them to the Internet. 

A local company called FM NORTH WAVE would like to create a scheme that makes good use of marketing in 
this world of radio advertising and launch it nationwide. 

 

Other products launched include Pinte, a beauty essence that reduces the wrinkles on hands. 
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Next is the balance sheet. 
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Next is the cash flow. 
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Regarding the current situation and the future, there is a change to our product development and launch 
policy. 

We have changed to this policy since the last quarter.  In the past, when we had many subscription products, 
the burden of preparing in advance for the launch of a product was very high, and we were unable to launch 
many products. 

The reason why the launch load is so high for subscription purchases is that once a subscription is launched, 
it is important to maintain a stable supply for a long time, so it is very necessary to establish a stable supply 
system when creating the product. In short, the Company or OEM Company needs to have a system that can 
continue to produce semi-permanently; they should have a certain scale, or be able to hold down the 
production line tightly. Also, since it is important to have a stable supply of each raw material, there are a 
great many conditions that must be met to ensure a stable supply. 

We launched a product after all these preparations. After launching the product, we would advertise and sell 
it, but even though we had prepared and launched it, sometimes it did not sell well, and we often ended up 
discontinuing it. So even though the pre-launch preparation was extremely burdensome, there were quite a 
few places where there was a pattern of it not bearing fruit. 

That is why we have started to change it from now on: when we first launch the product, we will sell it as a 
one-off rather than on the premise of a subscription. Then, we will sell one-off products, and only those that 
prove to be very sellable will be made into a stable supply. 
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Therefore, compared to the past, the time it takes to launch a product has been reduced by about one year 
or 1.5 years in the extreme. We are changing to this format because we know that products which become 
available for regular purchase after launch will sell to some extent, so the sales department can focus on 
products that we already know will sell. 

 

This is about the increase in the number of product development projects. 

Regarding the current situation, the number of new product releases has been low for the last several fiscal 
years, and the accumulation of sales has slowed down, but we believe that we will continue to release new 
products and stimulate new business. 
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This is about the aggressive expansion of e-commerce malls. 
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This is the part where we are trying to regress our strategy. 

About a year ago, we launched products aimed at the mass market, and we were planning to shift our focus 
to the mass market, but as a result, we have had a very difficult time attracting new customers. I don't think 
mass market products were bad at all, but they didn't match the skills we have. 

We ourselves were originally working to be efficient in niche markets. Although we were able to acquire new 
customers for the mass market, the cost of acquiring these new customers was much higher than expected. 

We were doing well with existing customers, so we thought mass-marketing products would sell to existing 
customers very well without the cost of attracting customers, because of the wide target audience. However, 
although I felt a certain increase in profit from mass-market products, I thought that the limit for existing 
customers alone, not new ones, would be about several hundred million a year. 

We decided that increasing the number of new customers was important for future expansion, and changed 
our policy to once again prioritize the development of niche market products that will easily bring in new 
customers based on our skills and know-how. 

In order to regain our footing, we are restating our strategy, saying that we will once again promote our niche-
top strategy, which is what we do best, in order to deliver products that accurately meet the niche needs of 
those who need them, and to build our position within the market. 
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We will also proactively diversify our earnings base and accelerate growth through M&A.  We intend to 
aggressively pursue M&A of companies that can achieve economies of scale and generate synergies by 
investing our know-how and management resources in companies that, like us, have high-quality products in 
the D2C and EC businesses, but have limited financial and human resources. New business genres will be 
developed only to the extent that our know-how can be applied. 

And where we are looking for aspiring entrepreneurs who want to start new D2C businesses, we will aim to 
expand the scale of our business by developing multiple businesses with sales of JPY10 billion or more. At this 
point, we have already released an electronic cigarette called SPADE and a men's cosmetic called MENVE. 
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Additionally, with the strengthening of recruitment by making the Tokyo branch office the head office, the 
Tokyo branch office was upgraded to the Tokyo head office this past July. We have a two-head office system: 
the Tokyo head office and the Sapporo head office. The Tokyo headquarters is located at the Kabukiza Tower 
in the middle of Ginza. The main objective is recruitment. This has greatly enhanced our ability to recruit, and 
the number of applicants has increased greatly. The quality of applicants is just beginning to improve, and we 
believe our strategy has worked. 

The following slides are for reference only. We hope you will take a look at them. 

That’s all from me. Thank you very much. 

Moderator: Thank you, President Kinoshita.  
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Question & Answer 

 

Moderator [Q]: Okay, I will read the first question. 

What was the reason that the number of new clients acquired exceeded expectations? 

Please answer the question. 

Kinoshita [M]: I thought I explained it well, but was it hard to get the message across? I would appreciate it if 
you could be a little more specific in your question. I wonder if this is going to be a chat only. 

Kudo [M]: Yes, chat only. We received this question quite early, so if you still have any additional questions 
now that you have listened to the explanation, please ask us. 

Moderator [Q]:  We will now move to the next question: whether the development and training of the 
creative department that has been undertaken to date has reached the targeted state. 

Kinoshita [A]: I wouldn't say it's perfect, but it's coming along pretty well. The hiring part is going very well, 
and we are getting quite a few applications from people with experience. We have been able to recruit new 
employees, and although our training system is not yet perfect, it has been improved considerably, and I 
believe that we have been able to provide better training than in the past, and have considerably improved 
the level of our workforce. 

I also think that the evaluation system we have put in place has been very effective. It is difficult to evaluate 
each individual in attracting new customers through advertising, and I don't think there are many other 
companies that are able to evaluate each individual. 

For example, in the actual situation of mail-ordering, you have an advertisement on the Internet. When you 
click on an ad, you usually go to a page, but nowadays mainstream Internet users usually go to a bridge page, 
read a description of the product on the bridge page, and then click again to reach a sales page, where they 
make a purchase. 

When we received one new order for a product, we created an evaluation system in which everyone who 
created this ad, the bridge page, and the sales page would receive 1/3 of the total number of orders, or 0.33 
points each. 

So, until then, someone made an ad, placed it, and improved a result. But we were not able to tell who 
produced what and how it led to results, so we made it possible for each individual to see the results of what 
he or she produced and how much was achieved.  

Then there is the ad management team; after we actually place the ads, we tune them up to get the best 
results. For example, if we want to maximize the number of acquisitions, we can acquire more and more if 
they exceed the maximum CPO limit while ignoring the budget. However, we ourselves manage not to exceed 
the maximum budget limit, but it is not something that can be limited in real time, and we inevitably rely on 
the personnel in charge of ad management. 

When the evaluation indicator here was changed to the number of cases acquired within the maximum CPO 
budget minus the number of cases acquired in excess of the maximum CPO, there were no more cases that 
exceeded the maximum CPO, and the number of cases acquired within the maximum CPO was expanding 
rapidly. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
29 

 

By establishing a system in which each person's work can be evaluated numerically, we can now see what 
each person should do and in what order of priority, and we can see who is really the most active and who is 
contributing the most. 

This has made things much easier for staff members, and in some cases, the more detailed the structure is, 
the better the results from staff members. We are in the process of establishing this kind of organization 
system. So, I would not say that we have reached completion, but I think that we are getting very close to 
completion. 

Moderator [Q]: Thank you very much. I will now read the next question. 

It seems that existing products such as Clear Nail Shot and Hyalo Deep Patch performed well from June to 
August. Were there any transitory factors such as seasonal factors or reopening of the market? 

Kinoshita [A]: Almost never. As I mentioned earlier, it is almost entirely an internal factor, where there are 
not many seasonal factors in the first place. This is where the growth is really due to internal factors rather 
than seasonality. That’s all from me. 

Moderator [Q]: Thank you very much. The following question will be read. 

The number of new clients acquired from June to August has been increasing each month; do you expect a 
similar trend to continue? 

Kinoshita [A]: I can't say for sure, but I think it is mostly an internal factor. We have just released a very new 
advertisement, yes. But at a certain rate, this will be exhausted, so there is a need to keep coming up with 
new things. 

I don't think we will see a sudden decline, but in a sense, this is an industry that is quite changeable. So I can't 
say it won't happen at all, but for now, I think it will continue as it is, and I hope it will.  But I will avoid making 
any assurances. 

Moderator [Q]: Thank you very much. 

The next question is whether the subscription customer retention and churn rates from new customers would 
remain the same as in the past. 

Kinoshita [A]: We are measuring data every month, but if we are too reckless in acquiring new customers, the 
data may drop. So far, however, there has been no drop, so I think we are doing okay in that respect. 

Moderator [Q]: Thank you very much. 

Let me read out the following question. 

What is the percentage of mall sales in H1 of this fiscal year? 

Kinoshita [M]: How much will this be? Mr. Kudo, would you know? 

Kudo [A]: About 10% of all sales are through malls. 

Moderator [Q]: Thank you very much. 

The following question will be read. 
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You have revised your financial results upward. Will you be increasing the dividend from JPY1.5 for the full 
year? 

Kudo [A]: We are considering that as well, and we will continue to examine it while looking at the full-year 
results. 

Moderator [Q]: Thank you very much. 

I will now move on to the next question. 

You mentioned that you are going to take action to raise prices in response to the cost increase due to the 
weak yen. Can you cover the cost increase even with the current level of yen depreciation, and avoid an 
increase in the cost ratio? 

Kinoshita [A]: To be honest, it is difficult to say. Even in the last few days, the yen has weakened considerably. 
If we raise prices, the cost ratio itself can be maintained, but too high price rises can affect sales. Therefore, I 
think there is a choice between maintaining the cost to sales ratio and not raising the price to that level out 
of fear that it will lower sales, but I honestly cannot say at this point. 

However, the impact of the weaker yen is almost exclusively on SALONMOON. The J North Farm itself is hardly 
affected, so we do not expect the impact on the whole to be that great. 

Moderator [M]: Thank you very much. 

Those are all the questions we have now, but does anyone have any additional questions? 

Since there seem to be no additional questions at this time, this concludes the presentation of the financial 
results for Q2 of the fiscal year ending February 28, 2023 of Kitanotatsujin Corporation. Thank you for taking 
time out of your busy schedule to join us today. 

Kinoshita [M]: Thank you. 

Kudo [M]: Thank you very much. 

[END] 

______________ 
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