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Summary of the Financial Results Briefing for the First Half, FY Dec. 2024 
 
 
Note: This "Briefing Summary" is a summary of the presentations and QAs at the results briefing. 
Forward-looking statements in this document are based on management’s assumptions and beliefs 
in light of the information currently available to Pigeon group, and are subject to known and 
unknown risks, uncertainties, and other factors that may cause actual results to differ materially 
from those contained in the forward-looking statements. English version and the Japanese version 
of the summaries, the Japanese-language version shall prevail. 
 

[Date & Time] Wednesday, August 14, 2024 16:00 - 17:00 JST 
 
[Location]  Webcast 

 
[Speakers]   4 

Norimasa Kitazawa      President and CEO 

Tadashi Itakura            Director, Senior Managing Executive Officer 

Ryo Yano                     Director, Executive Officer 

Zenzo Yamaguchi     Senior Managing Officer 
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Kitazawa: Thank you for joining our financial results briefing today. We apologize for the 
postponement of the earnings announcement. First of all, we would like to explain the reason for 
the delay in the announcement of financial results: "Suspected improper transactions by former 
employees of a group subsidiary. 

In early July of this year, we discovered an incident at our subsidiary in China in which a former 
employee placed and paid for orders for fixed assets and goods, etc., in the course of which we 
suspected improper transactions such as fictitious orders and resales, and have been conducting 
an investigation involving outside experts. 

As a result of the investigation, no one other than the employee in question was found to be 
involved, and it was determined that the alleged fraud was committed by an individual and that the 
amount affected by the alleged fraud has been calculated. The impact of the allegation is 392 
million yen in loss on retirement of fixed assets and 164 million yen in tax impact, and each amount 
has been recorded in the second quarter financial results. There is no change in the consolidated 
earnings forecast and dividend forecast for the current fiscal year based on this matter from the 
annual forecast. We have also confirmed that the impact on the financial results of prior periods is 
negligible and that there is no need to retroactively revise the financial statements. 

As for future actions, we will analyze the cause of this doubtful matter and take appropriate 
measures to prevent recurrence. 
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And now, we would like to explain the first half financial results. First, highlights of the first half 
results. 

At the "618" e-commerce event in China, Pigeon again ranked No. 1 in the brand rankings of major 
e-commerce platforms: No. 1 in nursing bottle/skin care on JD, nursing bottle on T-mall, all baby 
products on T-mall Super Market, and nursing bottle category on TikTok. UV (Unique Visitors) and 
GMV (Gross Merchandise Volume) grew by 12% and 15%, respectively, compared to the same 
period last year. 

In China this fiscal year, we have been thoroughly investing in growth areas to recover sales. In 
particular, one of our priority activities has been to strengthen brand exposure and increase UV 
numbers, and we can say that the growth investments have been effective to some extent. 

In the Lansinoh business, we have launched a new model of wearable breast pump, which is 
currently selling very well, mainly through the DME channel in the US. We plan to expand sales to 
regions outside the U.S. in the future. 
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In Japan, we launched several products in the new category of "babycare appliances" last year, 
among which "SHUPOT," an electric nasal aspirator, rapidly gained market share in the first 12 
months after its launch, finally reaching a share of over 40%. 

In Malaysia, we are the first group to start selling our baby oral care products at dental clinics in an 
attempt to spread the custom of oral care for babies throughout the country. With 200 dental clinics 
already selling our baby oral care products, this category has grown to become the third largest 
category in Malaysia after nursing bottles, nipples, and skin care products. 
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Here are the group results for the first half of the year (1H). Net sales were 51.3 billion yen, up 
+6.9% from the same period last year. Operating income was 5.8 billion yen, -10.6% YoY, but 
above the internal plan and in line with expectations. 
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Profit and loss by business segment. 

By business segment, the China business, Singapore business, and Lansinoh business each 
ended the period with sales exceeding the previous year's level. Sales in the Japan business ended 
at -2.2% YoY, but in the mainstay baby care business, sales grew 1.2% YoY, despite the continuing 
trend of declining birthrates. 
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Next is the factors behind the YoY increase or decrease in consolidated operating income. 

Factors contributing to the increase in consolidated operating income included an increase in gross 
profit of +1.6 billion yen from the previous year due to increased revenue, and an increase in gross 
profit of +110 million yen from improved gross margin. On the other hand, among SG&A expenses, 
personnel expenses, travel/transportation and logistics expenses, and marketing-related expenses 
increased from the previous year, which pushed down operating income. 
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B/S Highlights. Cash and deposits increased by 970 million yen from the end of the previous fiscal 
year, while notes and accounts receivable increased by about 6.9 billion yen. 

Inventories increased by 920 million yen over, but this was largely due to the impact of FX 
fluctuations. 
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Here is a summary by business segment. 

Although sales and profits declined in the Japan business, domestic demand for baby care 
products was firm, and cumulative sales grew by 1.2% YoY. Sales of nursing bottles and nipples 
also grew YoY, and sales of baby skin care products were strong with respect to domestic demand, 
excluding inbound sales and other factors. Sales of electric nasal aspirator are also strong. On the 
other hand, overseas demand, mainly from cross-border e-commerce, remained sluggish. In the 
first half of last year, there was still a certain level of demand for “Momo-no-ha Lotion” through 
cross-border EC, etc. However, since the ALPS treated water report at the end of last year, these 
demands have almost disappeared, which has had a negative impact on sales in the Japan 
business. 

In addition, the gross margin for baby care deteriorated to -3.0 pt YoY due to the soaring COGS 
caused by the weak yen. 

With regard to healthcare and nursing care, in April of this year, we transferred all of our 
stockholdings of Pigeon Manaka Corporation, which operates a nursing care service business, to 
Marumitsu Corporation. As a result, sales for the first half of the fiscal year declined approximately 
200 million yen YoY. 
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The China business ended 1H with higher sales and lower profits. 

In our China business this fiscal year, we are aggressively investing in growth, placing the highest 
priority on recovering sales in the mainland, and one of the results is the double-digit YoY growth in 
the number of online UV. 

Cumulative sales of nursing bottles and nipples in the mainland grew 16% YoY, and the market 
share of nursing bottles, which dropped to around 39% immediately after the ALPS treated water 
report, has recovered to approximately 44% at present. 

As for new products, sales of nursing bottles with Disney's Donald Duck design have been strong. 
In addition, sales of "Momo-no-ha Cooling Cream," launched for the Chinese market, have also 
been strong. 

Sell-outs increased 5% on a cumulative basis, more than the 2% increase in sell-ins. 
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The Singapore business posted increases in both sales and income. In 1H, sales (on a local 
currency basis) in India and Malaysia grew by 22% and 20% YoY. On the other hand, sales in 
Indonesia and the Middle East declined 13% and 3%, respectively, indicating that the degree of 
sales recovery varied by market. 

However, the normalization of distribution inventories, which had been undergoing adjustment in 
our key markets since last year, is almost complete, and we expect a strong sales recovery in the 
second half of the year (2H) and into next year. 

In the African region as a new market, sales of our products began in Kenya in May. Although our 
products are still at the stage of being rolled out in a few stores, we have already received 
wonderful comments from local customers about our nursing bottles. For example, comments such 
as, "By using Pigeon nursing bottles, my baby finally drinks milk," and "This is the best nursing 
bottle I have ever used," have given us confidence that our nursing bottles will be of great help to 
our customers in Africa. 
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The Lansinoh business ended the period with an increase in both sales and income. Following a 
strong first quarter, the Lansinoh Group's overall sales (in US dollars) for the first half year-to-date 
were up 3% YoY. 

Sales of new models of wearable breast pumps for the DME channel have been very strong. In 
addition, cumulative sales of the prenatal and postpartum care category, which was launched in 
2021, grew significantly by 50% YoY, with a three-year sales CAGR of +60%, and is growing as a 
new growth category for the Lansinoh business. We expect further growth in the future, not only in 
North America, but also in Europe. 
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Next is the ESG and sustainability activities for 1H. 

The Pigeon Group Human Rights Policy was formulated in May. 

In addition, the breast milk bank, located on the first floor of our headquarters, has completed an 
expansion, increasing the donor milk pasteurization processing capacity of the renovated facility to 
approximately three times that of the previous facility. Incidentally, the number of babies using 
donor milk in 2023 exceeded 1,000. 

In addition, we are pleased to announce that we have been selected for inclusion in all six ESG 
index components used by the GPIF. We believe this is a very wonderful achievement. 
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Here are our forecasts for the full year. We have not changed its original forecast announced in 
February of this year, and expects full-year sales of 101.0 billion yen, up 6.9% YoY, and operating 
income of 11.4 billion yen, up 6.3% YoY. 
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Next, we will share with you initiatives for the second half of the fiscal year. 

In Japan, we will launch a “Baby electric nail file” as a new product in the currently growing 
"babycare appliances" category, as well as a new series of baby food. We will also start rolling out 
Lansinoh products in the Japanese market. 

In the China business, we will add Age-Up products and launch new products in the market for our 
mainstay baby skin care products. 

In the Singapore business, we will add a maternity line to the Natural Botanical skincare series. 

The Lansinoh business plans to launch Silverette Nursing Cups as well as the Discreet Duo breast 
pump in markets outside of North America. We also plan to add new categories for mothers. 
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Finally, shareholder return and investment-related matters. 

As for the interim dividend for this fiscal year, it will be 38 yen per share as planned at the beginning 
of the term. Capital expenditures, depreciation, and R&D expenses are progressing almost as 
planned. 
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Questions and Answers 
*Questions and answers are listed by business segment. 
 
Group Consolidated 

Q. In which line item in the financial statements for the 1H is the impact of the alleged 
improper transactions by a former employee of a Group subsidiary recorded? 

A. The amount affected by this allegation is 392 million yen in loss on retirement of fixed assets and 
164 million yen in tax impact. Of this amount, the loss on retirement of fixed assets is recorded as 
an extraordinary loss in the consolidated statements of income, while the tax impact amount is 
recorded as an increase in income taxes. 

 

China Business 

Q. Could you describe specific growth investments in mainland China, their results, and 
your assessment of them? 

A. In the current fiscal year, we have invested heavily in brand marketing (mainly to consumers) 
and sales promotion (mainly to online retailers). In addition, as a product category, in the 1H, we 
concentrated its spending particularly on nursing bottle feeding equipment. 

Brand marketing efforts focused on creating and spreading video content that would make more 
customers aware of Pigeon's history and our intensive research of babies’ sucking behaviors, 
mainly through social media such as Tiktok (抖音) and Redbook (小紅書). These efforts have 
performed better than expected in most categories against the evaluation indicators set within the 
company. 

In addition, as for online retailing, we achieved double-digit growth in both UV and GMV as a result 
of our efforts to increase exposure during the 618 sales season, etc. While other companies usually 
spend a considerable amount of money on 618, this year we were able to increase GMV more than 
UV in particular, which shows that we were able to use our expenses efficiently. 

We believe that the good results of 618 were the result of trial and error in deciding what to stop 
and what to continue, while carefully analyzing and learning from the return on investment of our 
activities, both in the consumers and retailers. We will continue to aggressively invest in growth 
while also focusing on efficiency in order to achieve our immediate goal of 50% market share for 
nursing bottle. 
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Q. What factors have contributed to the recovery of the market share of nursing bottle in 
China? 

A. The "Natural Weaning" series of Age-Up products, which we launched last year, has made a 
significant contribution. Originally, our nursing bottles were particularly strong for newborns and 
younger babies, but the "Natural Weaning" series of straw-type nursing bottles, designed to 
encourage continued use of our products even after these babies have grown up and outgrown 
nursing bottles, has been growing steadily. In 1H, the "Natural Weaning" series has been gaining 
support from newborns and younger babies (customers who have babies) through communication 
focused on nursing bottles. We were able to successfully achieve a flow of customers who continue 
to use our products by connecting them to the "Natural Weaning" series even after they outgrow 
nursing bottles. 

 

Q. Does ALPS treated water still affect China's performance today? 

A. Although skincare products were the most affected by the ALPS treated water, as of the end of 
the 1H, sales of products manufactured locally in China have recovered considerably, thanks in part 
to the effects of sales promotion activities. On the other hand, sales of products that had been 
popular as cross-border EC products from Japan, such as the Japan-produced version of the 
“Momo-no-ha Skin Care series”, remained sluggish. 

 

Q. The gross margin of the China business in 1H has improved from the previous year, but 
is this sustainable? 

A. In 1H, we concentrated our investment in nursing bottles, which have the highest profitability in 
our company, to achieve a large increase in sales, and nursing bottles contributed significantly to 
the improvement of gross margin. In the second half of the year and beyond, we will continue to 
invest in nursing bottles, while focusing on investments in skincare, the next most profitable 
category. The gross margin in China has already exceeded 55%, and it is not realistic to expect a 
rapid improvement in the gross margin in a short period of time, but we are currently promoting 
business activities in China by specializing in nursing bottles and skin care products, which are the 
categories where we can make the most use of our strengths in China, have room for further high 
value addition, and have the highest profitability. So we will continue to work to increase gross 
margin and absorb increased sales promotion expenses. 
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Q. What is your outlook for the second half of the year in China? Are there any risks? 

A. Considering the sharp decline in sales in the second half of last year due to the impact of ALPS 
treated water in the 4Q, we hope that sales in the second half of this fiscal year will greatly exceed 
those of the previous year. As for risk, as in previous years, we expect the momentum from the 
double-eleven sales season in November to have an impact. Since we were able to finish the 618 
season on a strong note this year, we will make solid preparations for the double-eleven season 
and move forward with efforts to achieve our full-year plan. 

 

Q. Do you see a downward trend in the Chinese baby products market? 

A. From the perspective of product categories, we recognize that some categories are experiencing 
market shrink, similar to the trend of declining births, while others are experiencing market 
expansion. In particular, in categories where there is room for high value-added products, product 
price increases and high unit price products are increasing, and we see that the overall market size 
of many products is not declining due to a shift to higher-priced products. 

On the other hand, for consumables such as baby wipes, even though the volume size is growing, 
the value size seems to be shrinking due to intensifying price competition. 

Under such circumstances, we will not invest much in consumables, which are difficult to 
differentiate, but will concentrate its growth investments on value-added products and those that 
can be sold at high unit prices. 

 

#### 

 

 


