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Abstract 
In this report it will be looked at the financial performance of Uniqlo and its development in the global market. The evaluation of the ratios found for the company will be critically analysed based on five financial years. Uniqlo will be compared to HM Group that is one of their competitors and will be looked into factors that might have affected the companies’ results. It will also be analysed how the management risks have affected the company’s financial results and how potentially it can improve in time. 


Introduction

Uniqlo is a minimalistic style brand that concentrates on quality more than quantity. It was all started as men’s shop Ogori Shoji that was founded in Japan 1943. The owner, Tadashi Yanashi, completed a significant change for the company’s structure in 1984 and began their promotion of casual low priced products. The company was later bought by Fast Retailing Co. and today Uniqlo is a famous global brand with more than 1300 stores in 15 countries around Asia, UK, USA and Europe. Uniqlo grew and became a famous brand with high quality and affordable clothing that is advertised to be for all kinds of clientele, welcoming them with their minimalistic style that would suit all kinds of styles. They concentrate on using raw materials, organic cotton, merino wool, cellulosic fibres, down feathers. 
The company has given importance to environmental sustainability for that reason they Uniqlo started initiatives to collect from customers used clothing which no longer wear and recycling them. Uniqlo manufactured high quality and unique products because business model that was mainly inspired by the Gap. The company takes the entire responsibility of the production process and does not use any third party factories, like other fast fashion brands. Their clothes-making process that is undertaken from planning and design through production, distribution, and retail is conducted by the brand itself. Trading for the brand is growing as its radical with promoting new materials and fabric technology innovators and creates basic designs. Uniqlo Life Wear is original clothing, simple design and comfort they advertise it as being made for everyone, everywhere at any time. Uniqlo competitive power increase on the international market and start working at the level of the strong players Zara, and H&M. After success in Japan, Uniqlo did some changes in strategy for sustainable production in the international market. They worked and succeeded in becoming the third largest retailer in the world Uniqlo with the slogan “From Tokyo to the world”.
Further to their concentration to sustainability, Uniqlo point of strategy is not giving importance on the quantity of styles that they produce and the constant change in trends in the fashion industry, but more their quality and minimalistic style. Uniqlo produces far fewer designs than its competitors. Producing less also makes it possible to create timeless garments that are made to last, which is a focal point of the brand. This can be seen because when H&M have 17.715 different products presented, Uniqlo have 1.961 products available that confirms their minimalist culture. Also their higher quality use can be seen compared to other fast retail giants (Zara and H&M) that in most of their clothing they use 20% of natural material and 80% synthetic, Uniqlon has been noticed that it avoid synthetic where possible. Uniqlo`s strategy attract with collaboration with famous Designers like Lemaire etc. And with innovative technology of products.
In the report Uniqlo will be compared to H&M, that is their second competitor. H&M was founded in 1947 in Stockholm and at present time being one of the main retail giants. H&M operates in the apparel retail industry like Uniqlo and Zara. H&M generates $17.1B more revenue than Uniqlo as recorded. Since 2018 articles for Uniqlo’s emerging into the European and American market have statements from the CEO that his aim is to surpass his competitors Zara and HM Group. Looking through their strategy, they are growing slowly in the European market, they started by buying Comptoir and Cotonniers that was initially a Parisian boutique that grew in Europe. 
“Board of Directors since 2008: Tadashi Yanai Chairman, President & CEO Masa Matsushita Director & Senior Officer Toru Hanbayashi*1 Nobumichi Hattori*1 Toru Murayama*1 Statutory Auditors’ Board (As of December 31, 2008) Akira Tanaka Takaharu Yasumoto*2 Norihiko Shimizu*2 Akira Watanabe*2 Minoru Ota*2 *1 External director *2 External auditor” (Taken from Annual Report by Uniqlo).


Financial Analysis 

In this part of the report it will be analysed how the company conducts itself financially by looking at the past five years and its performance in that timeframe. It will also be compared to HM Group that is considered a competitor in the industry. The two companies appeal to different type of clientele due to being different styles and the culture of the companies has been inspired in a different way. The differences can also be found in the politics of the brands. Uniqlo is concentrated more on minimalistic style that is found to be more appealing in Japan and suits the culture, they give more importance on the demand not on the quantity produced. HM Groups is more concentrated on the fast fashion aspect of the business and is keeping up with the continuous change of trends by mass production of clothing. 
By looking at the Fast Retailing Group’s annual reports it can be seen that revenue and profit declined considerably in the first nine months of financial year of 2020 from September 2019 to May 2020. The total revenue of equaled to 1.5 trillion yen and the operating profit equaled to 132.3 billion yen. In that time due to the significant drop in profit the company cut working hours and temporarily closed stores. These changes were undertaken due to the drop in business largely due to COVID-19. The falling in business presentation also encouraged Fast Retailing Group to record deficiency losses of 15.2 billion yen on property, plant, and equipment for loss-making stores and right-of-use assets. Under finance income net of costs, the company reported 10.0 billion yen after totaling a net 7.6 billion yen foreign-exchange increase long-term holdings of foreign-currency denominated assets. For that reason, profit before income taxes deteriorated to 142.4 billion yen and profit attributable to owners of the Fast Retailing Co. declined to 90.6 billion yen in the nine months to May 2020.
[image: ]It can be seen that the Global Brands revenue and profit declined abruptly in the first nine months of the financial year of 2020. Revenue declined to 83.3 billion yen and they hae officially reported an operating profit loss by 6 billion yen. In the March-to-May quarter, Fast retailing Co. has been noticed to decline. This is due to them still working on the culture of the company to make it more appealing to more western clientele. Their revenue declined 63.2% and was reported that they had an operating profit loss of 6.7 billion yen. It can be seen that Fast Retailing Co. experiences major losses due to the COVID-19 lockdown around the different countries. In the US they closed all stores temporarily due to lockdown as well as in Europe, and nearly all in Japan, operating profit losses reported to be higher compared to previous years and ecommerce highly recommended. Table 1. - Sales, sales growth, market share, gross profit and operating profit are shown in the above table.

Furthermore, it can be seen that Fast Retailing Co. have recorded losses during the COVID-19 period due to major part of global stores closing down. The company has a goal to beat their competitors with their own unique signature style but as it can be seen HM Group is ahead with profits due to them being closer to the shopping culture that has been created in Europe and US. Also their production is far less than the amount that HM Group is creating. However, that might also be a positive sign for Uniqlo because they give more importance on demand and not on the trends, the products that are not sold are not wasted. The company is steadily building a positive reputation in Europe, but it has more work to be completed in US due to the continent’s fast fashion culture. The principal factors were an increase of 7.3 billion yen in retained earnings and an increase of 19.8 billion yen in other components of equity.


[image: ]Looking at Uniqlo’s losses during the lockdown it can be seen that even though they have reported a decrease in their profit and setback of additional expenses. They have jumped forward from July 2020 onwards. Going back to previous reports starting from  February 2015 show Uniqlo countering current fashion company with competitive advantages low price and high quality and major markets Japan, China and Korea. In that time market in Japan is currently saturated. The financial reports of 2011-2014 is 20% average growth in revenue and 10% average growth in revenue in unit stores. Uniqlo in that time must overcome issues supply chain in global market and resolve saturated market in Japan, increase online market sales and design size products adapted between Asia and US market (Mbacasecomp.com, 2016). . Uniqlo in the period of 2015 reports to have a high performance that is during the financial year spanning September 2014 to August 2015. They had a reported increase of 25% in the operating profit and was the total of 47% increase. With regards to operating profit they reported ¥16.1 billion impairment losses that are linked to software and property, plant and equipment of their US stores, and a ¥1.8 billion loss on related to changing position of stores and refurbishment of new places in London and Shanghai. Uniqlo has been reported that have not been very successful in the US due to being slightly different than the other fast fashin retail stores. This is due to the cultural differences between different companies. Compared to HM Group that has been growing in the US, Uniqlo does not have the same inspiration of following the trends, that is highly following in the US. HM Group historically looking at the stores has been inspired by the US system of sales to have as many options as possible.  The decrease of the Japanese Yen has increased the company’s assets that are linked to their foreign-currency, and that increased their profit by more than 50% between 2014 and 2015. For that reason it can be seen that in the years onwards (between 2015-19) can be seen that there is steady increase. However the US market for Uniqlo still needs to be improved and looked to have a different insight on the way they approach it. Supply fast retailing in Uniqlo`s strategy consist planning, production and sales. Planning materials, patterns makers, merchandising and production planning. Production planning is lead with production departments and partners factories. Sales consist: warehouse, inventory control, online store, Japan sales store, International Uniqlo store, customer centres and customers. This fast retailing chain is leading with one important market element: marketing sales promotion. Review from customers from different countries in this time show that analyses Global integration is high even international. Competitors in UK and EU like H&M, Mango, Zara and GAP so largest fast retailer, fashion style and short time to design and offer in global new collection.  The advantages of strategy in the International company Uniqlo are: low price, high quality, successful manufacturing and supplying and high efficiency of team Tacumi.Table 2. – Profitability ratios for Uniqlo between 2015 and 2019 and HM group 2019


As mentioned in above statements that Uniqlo has lower profit than HM Group, and that has seen to be explained by lower production rate and different look than the western type of trend changes. However, it also has to be considered that Japanese corporations are built on different culture that keeps the corporation in a steady growth even during hard financial times. The corporations created in Japan, for example, in financial difficulties do not cut on personnel or on costs, as they have steady growths and no not give much importance on maximising shareholding. Their main concentration is to be helpful to community and to have consistency and longevity. However it is important to mention that it can be noticed in their financial reports that they have some limitations in the US and European market and that might be a potential setback due to differences in shopping cultures and styles as mentioned above in the report.

[image: ] By looking at table 2, it can be seen that it is analysed for operating and gross profit margin. In this case this report is concentrating on retail fast fashion industry, the gross and operating margins are motivated by the sales of the companies.  Both HM Group and Uniqlo are concentrating of lower to middle class clientele. As of 2016 the company reports to have has an increase in revenue, it can be seen it the tables, that Uniqlo has a steady increase throughout the years in income. Fast Retailing CO. report a rise in income but a fall in profit in the financial year of 2016. Revenue extended 11.3%. Operating profit contracted 34.0% after the recording of a ¥13.8 billion impairment loss on J Brand. The accessible GU fashion that is considered as casual wear brands reported an overwhelmingly strong performance in ten years, with revenue expanding 32.7%, and operating profit of 34.8%. GU achieved double digit same-store sales growth with the help of strong trendy women’s knitwear, shirts and wide pants. The GU network is mainly concentrated in Japan, the styles that are offered are more popular with their trends and cultural minimalism. They report that it started expanding by opening up to 340 stored in Japan and 10 outside Japan. Fast Retailing Co. are more popular in Asia, due to the style choices. Meanwhile, Comptoir des Cotonniers reported a loss in fiscal 2016. Princesse tam tam and J Brand generated persistent losses, while Theory reported increased profits.Table 3. – Asset Turnover of Uniqlo between 2015-2019 and HM Group 2019 shown in the above table.


In their financial report of 2018, the Fast Retailing Co. have reported that they have totalled at 33% (in Japan) increase and it looks to be a steady grow throughout the years. This increase has been seen especially in their international endeavours. Also it can be noticed that internationally the profit has grown by 0.5 and their expenditures have steadily been fixed to 1.5. The reason Uniqlo has benefited by this increase can be partially due to the collaboration that they endeavoured during 2018 with The Marimekko creating some colourful styles and satisfying the consumers with some unique and limited stock. The Finnish company and Uniqlo have the similar style and matched up to create a collection which can be seen that it was successful. They have the same inspiration and that helped them as well to make daily life more beautiful by enhancing it. Forbes reports in 2018 that they launched eight pieces that made the successful launch. Historically The Marimekko has worked with H&M previously with success, which might have been a strategy from Tadashi Yanai, the CEO of Uniqlo. As well as, looking at their marketing strategy during 2018, Uniqlo makes a successful deal with Roger Federer for $300 million 10 year contract, that also increases their fame of the brand by making it famous in the sports environments. Additionally Uniqlo have invested in opening new stores and invested in more technology to make it into the highly technological future. Uniqlo has reported that they officially want to trespass their competitors. 
Uniqlo’s CEO, Tadashi Yanai, has been reported to be the wealthiest person in Japan with profit of $2.8 billion in profit. It has been reported that the company has grown with 9.1% and it is successfully growing in time. They report in their annual report that they hit a record with their revenues by reaching maximum of the year compared to previous revenues. They have increased the revenue with 7.5% and the operating profit with 9%. The overall results of this success are the international sales that they have made at the time, that had a lot of significance for them. In that year their gross profit margin is at 0.4 and their sales improved by 0.1 compared to previous years. Of course that is much lower compared to HM Group but it has to be considered that they have been established for much longer than Uniqlo in the European and US markets. Their considerable growth have benefited by taking part in marketing and sponsorships in Europe. They have also further invested in more stores to be opened and improvements on technological systems as well as having installed self-checkout machines in certain stores. It seems that other Fast Retailing Co. company’s such as Comptoir des Cotonniers have been decreasing with and have been investing in impairments losses, however in the year they have changed their styles and politics and it seems that their operating profits have been reported to rise compared to previous years. This is due to higher costs compared to Uniqlo because comparatively it is marketed as high quality [image: ]with higher prices targeting different type of consumers. Table 4. – Liquidity ratios of Uniqlo between 2015 and 2019 and HM Group 2019


Mid 2019 Uniqlo is seeing considerable increase in by ¥86.8 billion making the total for the financial year of ¥1.0865 trillion. Tadashi Yanai believes in the Uniqlo success in one article he is seen to have had successful outcomes by having 2.8 dollars profit as mentioned above. These successes can be seen because they increased their marketing by getting sponsorships and being part in variety of sporting events as well. They also take part in the anime culture, having collaborations with anime such as Naruto and One piece. Anime are very popular currently globally but especially in asia. Uniqlo sees their collaboration stock go and sell out as soon as it’s available to buy. Comparing to HM Group, Uniqlo is still in a lower profit, but has to be considered that they are one of the oldest companies in the fast retail industry and are more recognised by consumers. They have had more experience in working with other companies in collaborations as well as having more production because they work on trends. In Uniqlo’s financial year of 2020, the Fast Retailing Group was expecting to achieve the  revenue of ¥2.4 trillion and operating profit of ¥ 275.0 billion and profit attributable to owners of Fast Retailing Co. of ¥175.0 billion. It is expected that the operating profit to increase by estimate of 3%, that would be the forecast of the increase in 2020 that is before the COVID-19 hit globally. All of the Fast Retailing Group's four business segments are expected to generate increases in both revenue and profit in fiscal 2020. We forecast the overall Fast Retailing Group network will expand to a total 3,745 stores by the end of August 2020: 817 stores (including franchise stores) at UNIQLO Japan, 1,520 stores at UNIQLO International, 445 stores at GU and 963 stores at Global Brands. Looking at HM Group, has always and still remains in a strong financial position. The organisation’s equity/ assets ratio was 47.4 percent and the share of risk-bearing capital was 51.0 percent. Equity Allocated to the oustanding shares of 1,71b shares as of November 2019 was SEK 34.48 (35.37) The book value of stock-in-trade in SEK represented 16.3 percent (17.9) of sales which amounted to SEK 232,755 m (210,400. The strong credit profile of the H&M group enables cost-effective financing. To increase financing flexibility and cost-effectiveness, the group continuously reviews opportunities to supplement this with other sources of funding on the credit market.

	






[image: ]
Table 5. – Shows leverage ratio and gearing ratio of Uniqlo between 2015 and 2019 and HM Group 2019

PART C
1. ARR
Project A                   Total investment -30
Year 0   -30                       Total cash inflows 0+15+20+10 = 45
Year 1     0                         Total Profit –30-45 = 15
Year 2       15                     Average annual profit 
Year 3     20                       15/4=3.75
Year 4     10                        3 years 7months
Project B
Year0 -50                           Total investment -50
Year1 - 15                           Total cash inflows 15+15+15+27=72
Year2 - 15                           Total profit    -50-72=22
Year3 - 15                           Average annual profit 
Year4 - 27                            22/4=5.5    5 years and 5 month
2.  NPV
Project A
Year 0 –30       
Year 1 - 0                             0(1+11 .8%) *1=0
Year 2 - 15                          3.3(1+11.8%) *2=7.27
Year 3 - 20                          17.7(1+11.8%) *3=59.36
Year 4 - 10                           8.2(1+11.8) *4=36.7-30+0+7.37+59.36+36.7=73.4 
3. NPV
Project B
Year 0 - 50   	
Year1 15     13.3(1+11.8%) *1 = 14.86 
Year2 15      13.3(1+11.8%) *2 = 29.73
Year3   15     13.3(1+11.8%) *3 = 44.60
Year4   27      23.9(1+11.8%) *4 = 106.88
· -50 + 14.86 + 29.83 + 44.60 + 106.88 = 146.07 NPV
PBP
Project A
Year 0 - 30       -30/45 = 0.6 PBP
Year 1  -  0
Year 2 - 15
Year 3 - 20
Year 4 - 10

Project B
Year – 50          -50/72 = 0.7
Year 1 - 15
Year 2 - 15
Year 3 - 15
Year 4 - 27
FV
Project A
 Year 0                          -30* (1 + 11.8%) 0 = -30
Year 1                             0* (1 + 11.8%) 1 = 0
Year 2                            15* (1 + 11.8%) 2 = 18.74
Year 3                           20* (1 + 11.8%) 3 = 27.94
Year 4                       10* (1 = 11.8%) 4 = 15.62
Project B
Year 0 –50                -50 (1 + 11.8%) 0 = -50
Year 1 - 15                    15 (1 + 11.8%) 1 = 16.77
Year 2 15                    15 (1 + 11.8%) 2 = 18.74
Year 3 15                    15 (1 + 11.8%) 3 = 20.96      
Year 4 27                     27 (1 + 11.8%) 4 = 42.18
PV
Year 0   –30                -30/ (1 + 11.8%) ^0 = -30
Year 1    0                      0/ (1 + 11.8%) ^1 = 0
Year 2   15                   15/ (1 + 11.8%) ^2 = 12
Year 3   20                   20/ (1 + 11.8%) ^3 = 14.31
Year 4    10                     10/ (1 + 11.8%) ^4 = 6.4
PV
Year 0 - 50                     -50/ (1 + 11.8%) ^0 = -50
Year 1 - 15                         15/ (1 + 11.8%) ^1 = 13.41
Year 2 - 15                           15/ (1 + 11.8%) ^2 = 12
Year 3 - 15                          15/ (1 + 11.8%) ^3 = 10.73
Year 4 - 27                          27/ (1 + 11.8%) ^4 = 17.28

 Fast Retailing Co. Gives a lot of importance to sustainability and are promoting it with the motto "From the power of clothing to the power of society." Uniqlo are continuously working on sustainability especially in the times of COVID-19 outbreak in order to protect the health and well-being of their customers, their employees, their manufacturing partners as well as the global communities. During the COVID-19 Uniqlo have donated 10 million masks to communities and hospitals. They have worked very hard on providing medical facilities to Japan’s hospitals and to make sure that they are helpful to the community. As mentioned above, Japanese corporations give a lot of importance to making sure that the community is satisfied and that can do anything that can help the society, for that reason they do not give a lot of importance to the stock market. They make sure that during the covid-19 period they are able to be a helping hand whenever possible and to continue that way. “Unlocking the power of clothing” is the motto that Fast Retailing Co. live with, they give high importance to global environment and sustainability and are always supportive to green living. Fast Retailing Co.  are inspired to develop commercial advertisements that encourage society to live a sustainable life and can contribute to the aim that they have for the future. Yanai Tadashi in an interview states that he prefers that the future owner of Uniqlo should be a woman. His explanation to this statement is because women have more in depth understanding for aesthetics and is looking to have this done when he is ready to retire. This also can be seen as one of their ways to include and make a stronger impact on women in the industry , to have higher positions and be able make themselves seen. Uniqlo gives a lot of importance to human rights and have signed an agreement to have fair working standards, environment and to advocate the anti-corruption laws set the UN. Globalisation is a positive turn for the countries, however there are still issues that are faced in various industries, such as the fast fashion. They would like to break this cycle by introducing different way that is possible to have profit but abide to the human rights act as well. Uniqlo has their own factories and abide the rules from what is reported. 
To conclude Uniqlo is steadily growing strong in the international market, it has very strong reputation as a very community oriented company and does everything that is needed in order to make itself a strong influence as a minimalist style store that is environmentally conscious. HM Group are showing that they are already established in the fast fashion markets. Although Uniqlo are viewed as direct competitors to  HM Group, the company says strongly that they work on demand not on fast fashion trends. With their comparatively low prices (compared to H&M), they are winning in the comfort and high quality for more affordable prices that are welcome by all consumers to shop. They are strong and steady and building long-term brand, are not giving too much importance on market stocks, and for that reason do not make them too appealing for Wall Street. They strongly linked to the community and are slowly getting more recognized in the European market by collaborations and sponsorships. However, as seen above their weakness is still the American fast fashion market, that can be looked into to improve by changing up their style because minimalism and simple styles that not something that is too appealing to the consumers. 
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