


The results for the second quarter of PARCO Co., Ltd.





On consolidated results.  
Net sales were down YOY.  Both operating income and ordinary income were also down 
YOY, however, we were able to achieve the record high net income attributable to parent. 
Consolidated net sales declined YOY to 134.029 billion yen which was down 2.691 billion 
yen or 2% due to the sluggish trend of sales overall stemming from stagnant clothing 
sales at Parco and impact from temporary suspension of Shibuya Parco operation 
although Sendai Parco 2 opened in July and increase in construction order at Parco 
Space Systems.
Operating income decreased to 6.504 billion yen down 164 million yen or 2.5% on the 
back of lower net sales in spite of cost reductions mainly at existing Parco stores. 
Ordinary income was 6.085 billion yen down 516 million yen or 7.8%.  
Net income attributable to parent however was record high at 3.751 billion up 328 million 
YOY or 9.6% contributed by the sale of non-current assets related to Shibuya 
redevelopment project offsetting the loss from closure of Otsu Parco. 
Total assets at the end of the first half were 241.959 billion yen, which was up from the 
end of FY2015 by 5.643 billion yen due to the acquisition of Sendai Parco 2 and Shibuya 
redevelopment project.  
Net assets totaled to 119.192 billion yen.



On consolidated results by segment.  
Both net sales and segment income decreased in Shopping Complex Business 
centering on Parco Co., Ltd.  
Retail Business achieved an increase in income.  
Space Engineering and Management Business achieved an increase both in net 
sales and segment income.  
Other Business, which includes Entertainment and Web businesses increased its 
segment income.



On consolidated selling, general & administrative expenses and capital spending.
Consolidated SG&A expenses decreased YOY by 41 million yen or 0.3% driven 
by expense efficiency improvement at existing stores offsetting NEUVE A related 
cost increase and one-off expense for Sendai Parco 2.
Capital expenditure was 10.6 billion yen, down 4.1 billion yen YOY.



On full year forecasts for FY2016.  
We made a revision respectively to net sales to 271 billion yen, down 1.9 % YOY, 
operating income to 12.9 billion yen, up 1.0% YOY, ordinary income to 13.1 billion, 
up 3.4% YOY and net income attributable to parent to 6.9 billion yen, up 13.8% 
YOY.  
Although our forecast now is lower than our initial forecast, we will be achieving 
increase both in operating income and ordinary income for 5 consecutive years 
and each profit line will break the record high as we have been targeting from the 
beginning of this fiscal year.
With regards to dividends, we increased interim dividend per share by 1 yen to 11 
yen per share and plan to increase annual dividend by 2 yen to 22 yen per share.



Explanation about the progress in each business. 



Development projects.
Our base focus has been on areas around Parco’s key urban locations and in 
cities where Parco does not have a presence.  
In the first half of FY2016, we have already opened Sendai Parco 2 and in the 
second half, we have already opened Hiroshima Zero Gate 2 in September.  
In FY2017, Parco’s new format integrating a department store, a cinema complex 
and office all integrated next to Matsuzakaya department store in Ueno and Kyoto 
Zero Gate next to Daimaru department store are scheduled to open. 
We announced closing of Chiba Parco scheduled for November this year and Otsu 
Parco scheduled for August 2017, next year.



Development projects, Sendai area.  
We opened Sendai Parco 2 on July 1 this year.  Annual sales target is 
approximately 7 billion yen.  Together with Sendai Parco Main Building, annual 
sales target will be more than 20 billion yen.  Sendai Parco 2 targets also at adults 
and families who are in their 30’s and 40’s and has restrained mix of clothing but 
more cosmetics, foods and sundry goods generating synergies with cinema 
complex and it is off to a strong start so far.   
In addition, we are scheduled to do the largest-scale renovation of Sendai Parco 
Main Building since its opening in this autumn renovating as much as 20% of 
tenant floor area or 2,700 square meters. 



Regarding to Hiroshima area.
We added the second Zero Gate store near Hiroshima Parco.  We are renting a 
whole newly constructed building and WEGO will occupy the entire building as the 
brand’s flagship store in Chu-Shikoku region.  
Furthermore, we conducted the largest-scale renovation of Hiroshima Parco New 
Building since its opening renovating as much as 4,000 square meters, or 
approximately 20% of tenant floor area.



On future project in Shibuya area.  
The progress of the urban development project for Udagawa-cho 14 and 15 
encompassing the site of Shibuya Parco, as a special urban redevelopment.
In August, we got an approval from Tokyo metropolitan government for the 
implementation of the urban redevelopment project.  In the same month, we 
closed temporarily Shibuya Parco Part 1 and Part 3 to get the project underway. 
We are working towards the goal of opening in autumn 2019.  



Explanation about the project framework in more details.  
With the approval of Tokyo metropolitan government as a special urban 
renaissance district, it has been determined that floor area ratio will increase, 
which will increase the total planned area.  Of the total planned area, the portion 
allotted from previous rights holders is called entitled floor area and the rest of the 
portion is called unused floor area, or other area.  
Framework is such that income from disposition of this unused floor area will 
cover planning expenses, land maintenance expenses, construction expenses, 
etc., as well as expense for compensations such as suspension of business, 
relocation expenses, etc.



On tenant sales by store.  

Despite sales contribution from Sendai Parco 2, which opened in July, sales 
decreased YOY due to sluggishness of clothing sales in the urban store group 
which impacted overall sales.  Total for all stores was 116. 855 billion yen, down 
2.6% YOY.



Explanation about sales by item.  
Sales of bags and cosmetics were strong due to inbound traffic, however, they 
were not strong enough to offset the decline of clothing sales, which resulted in 
total sales to decline YOY.  
However, if you look at average spend per customer, it went up 1.2 % YOY.  
Although we have increased restaurants and cafés, let me note that average 
spending per customer increased YOY.



Explanation about the overview of Parco store renovations.  
Themes for FY2016 were appeal to adults, pursue the quality and inbound.  
Looking at the growing market, we conducted renovation strategically focusing on 
mode fashion, organic cosmetics and premium supermarket.  
In the first half, we renovated approximately 26, 000 square meters and renovated 
zone sales increased by double-digit, 10.6% YOY.  
In the second half, we schedule to renovate approximately 24, 000 square meters, 
which will bring total renovation for the year up to 50, 000 square meters, much 
higher than the initial plan.  
On ｔhe renovation in the second half, we are maintaining the essence of Shibuya 
Parco while they are temporarily closed at other Parco locations.  We transfer 
Parco Museum and character collaboration cafe to Ikebukuro Parco.  We will 
expand mode fashion of Shibuya Parco Part 1 to Ikebukuro Parco, Nagoya Parco 
and Kichijyoji Parco.



Explanation about how we are trying to capture inbound demand.  

We continue to grow inbound sales through highly effective communication strategies 
and the introduction of payment systems targeting visitors to Japan.  

We chose the most effective communication tools among SNS and video and so on 
and approached separately to each country.  We continued promotional campaigns to 
attract tourists to Parco through multichannel coupon distributions and so on.  

In the first half, we also introduced payment systems that accept China UnionPay in all 
5 Parco stores with high inbound traffic. In the second half, we are to strengthen 
communication to disseminate information and promote China UnionPay payment 
system furthermore.



Summary of Parco’s operation, which is ICT & credit card policy.  
In Parco stores business, we are promoting CRM actions and tenant support 
leveraging ICT.   
We are strengthening the liaison between official Parco smartphone app, POCKET 
PARCO and the house credit card, PARCO Card to power up our actions from both 
perspectives.  
We launched the “pre-members system” for top-rank PARCO Card Class S for 
customers whose purchase amount topped a certain criteria allowing them to 
qualify for Class S from two months later instead of the following year giving them 
preferred discount offers.  
In April, we started to incorporate AI into Pocket Parco to give more precise 
personalized recommendations, which have shown a positive impact both on traffic 
and purchase volume already.  
In the second half we plan to reinforce CRM strategy by strengthening the 
connectivity among various tools.  
We plan to link Kaeru Parco with Parco Card to extend Parco Card customers 
discounts to Kaeru Parco.  We are to reinforce CRM strategy with early launch of 
prepaid cards in some Parco stores and coin reward linkage with Kaeru Parco. 



Explanation the new business, directly-managed shops, or product-development 
hub store called Meetscal Store.  
We opened it in Aoyama and a trial one overseas in Hong Kong.   



On incubation initiative.  
Formation of incubation projects was accelerated in project proposals on crowd-
funding service, Booster, such as creator discovery and regional revitalization.  
The total amount raised in the first half of this year so far is double that of the 
previous year.  
In August, a project was implemented to produce a return from products made 
by creators using the seats and curtains, etc., from Parco Theater.
This project attracted so much attention, as a result, we were able to raise 5 
times more funds than what we had planned.



Overseas business.  
We are planning to open Itadakimasu by PARCO, a Japanese restaurant zone 
developed by PARCO Singapore this winter in the popular Tanjong Pagar area.  With 
this, we will resume our business in Singapore.  
In prior to this, we carried out a trial run of Pockemon character collaboration café in 
Singapore, which was a huge success.  We received offers to do the same in 
neighboring countries.  



About Parco group related businesses



Starting with NEUVE A.  
Although cosmetic sales drove sales, profit decreased in the first half and we opened 
6 new locations.  
In the second half, we plan to introduce new categories and brands as well as our 
original products.  We will focus to strengthen our major three brands and open new 
stores aggressively.  We have 9 new locations already decided at this point.



On Parco Space Systems Co., Ltd, in Space Engineering and Management Business. 
Sales and profits increased in the first half due to an increase in shopping complex-
related orders and contracts and improved gross profit margins both in Construction 
and Hotel Divisions.   
In the second half, we are planning to restructure three building management 
businesses; equipment management, environment enhancement and security services.  
We will take actions to improve productivity thereby profit margin as well by cultivating 
clients and subcontractors.  



Explanation about Parco City Co., Ltd, in Other Business.  
This business is namely web consulting business.  We achieved increase both in sales 
and profit because of the success in strengthening business activities in the first Half.
In the second half, we continue to strengthen the cultivation of new clients through 
business activities that fully leverage the web management expertise accumulated by 
Parco and SC consulting experience.  



Regarding to another Other Business, Entertainment Business.
We held the last Climax Stage at Parco Theater before temporary closure in August, 
which was received very well.  We are going to increase the capacity of Parco 
Theater by performing more in external locations.  
To improve service for theater customers, we launched the Parco Stage, the 
smartphone app in August where points are given to customers who register titles 
they would like to see or titles they have seen.  
In the second half, we are planning to reinforce character collaboration café, which 
has been successful in Shibuya Parco, by expanding in Japan to Nagoya, Fukuoka 
and Shinsaibashi near Daimaru as well as the trial café overseas which was very 
successful.



Non-consolidated FY2016 First Half Results and FY2016 Full-year Forecast. 








