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发言人1   00:00
Good day, and welcome to the years and second quarter twenty, twenty six earnings conference call. Today's conference is being recorded. At this time, I would like to turn the conference over to iran. 

发言人1   00:11
New vice president had a strategic investment in capital markets. Please go ahead. Thank you, Operator. 

发言人1   00:19
Please know the discussion today will contain for looking salon relating to the company's future performance and are intended to qualify for the sake harbor from liability as IT stablished by the U. S. Private situated unitization for night such they ment are not guarantees of future performance. 

发言人1   00:40
There are subject to certain things and our certain people assumption and other factors. Some of these risks are beyond the companies control and could a cause actual results to disturb materially from those nations. In today's president and this discussion, a general discussion of the risk factor that could affect author's business and financial result is included in certain filing of the company with the security and exchange commission. 

发言人1   01:10
The company does not undertake any obligation to updates for looking information except of required by law. During today's call, management will also discuss certain non gap financial measures for comparison purposes only. Please see the earnings release issued earlier today for a definition of non gap financial measures and a reconciliation of gap to non gap financial result twenty today. 

发言人1   01:38
On the call from yesterday, senior management are mr. 朱凤凰，our founder chairman, CE. O and mr. 

发言人1   01:46
邓浩洋，our C, F, one director. Management will began with prepare remark and the call will conclude with the q na session. After a reminder, the conference is being recorded. 

发言人1   01:58
In addition, a web has replay of the comfort call will be available on, yes, this investor relations work site and I are not, yes, global become. Now turn a call over to the certain of all. Please go ahead. 

发言人1   02:18
Thank you, alan. Hello, everyone, and thank you for joining in our second quarter. Anything is a new conference. Core, we delivered a quarter of a continued strategy progress with photo never revenue growing five point one percent year over year against the chAllenging industry backbone. 

发言人1   02:39
While overall growth were more moderate than our pie expectations are in a portfolio delivered exception of performance reinforces the effect mix of our strategy transformation into the macro environment. According to the national bureau, ty six UT, retail sales rolled six point six percent year over year in the second quarter of twenty twenty six, outperforming over all retail sales of consumer goods. While the impact of the june eighteen shopping festival has become more moderate amid increasing promotion of uh fetish and more rational consumer behavior, the category continued to demonstrate storm consumption experience that that the complex landscape main chAllenging. 

发言人1   03:33
With many leading participants in the domestic beauty industry also reporting growth deceleration or revenue declines during the quarter, underscoring the propst headwinds facing the industry against this resident market backstop. Our total, their revenues remained on a steady growth tragedy three, increasing five point one percent year over year in the second quarter. More importantly, this gross was primarily given by the sustained momentum of our skin cap hoo, which delivered another strong quarter with revenues increasing forty one four percent year over year and now representing seventy one per point five percent of our total net revenues. 

发言人1   04:22
To continue, the strength of our skin care brands further reinforce skin care as a popular of our business and a key driver of our overall growth. While on the foreign, the effectively of our ongoing investment in brand building, product innovation and channel development with can now representing over seventy percent of the total revenues, our revenue mix as fundamentally shipped aboard higher quality, more sustainable growth. At the heart of our strategy is the deep understanding of consumer needs and a strong community to delivering superior consumer expect experience. 

发言人1   05:04
We remain focused on creating meaningful long term value through both the product we offer and the emotional connections we build with consumers. And you know what you through the progress we made in these areas and doing the quarter, our first strategy, uh, priority is to continue strengthen ing our arn tic abilities and advancing innovation on a strong science scientific foundation. We remain firmly committed to the on the investment with RD expenses maintained at three point three percent of total net remedies in the second quarter. We also continued to make meaningful progress in strengthened our scientific capabilities and external recognition. s. 

发言人1   05:50
In may, the son's global innovation on the center was recognized as a national high tech enterprise and received the specialized sophistic ted distinctively innovative designation in伤害。More recently, in july, doctor wu once again demonstrate the death of these scientific capabilities with three research studies published in international SDI indus bring in the way test approach to only an action pro scheme new insight into the mechanism underlying post act Marks the clinical evidence supporting the combination of our madelia asic serum with a that these studies for the validated the depth and breath of our scientific research c capabilities. On the porter front, we continue to build on the strength of our existing franchise while depending our expertise, expertise in targeted skin care solutions, ga que further extended is ultra relevant uh salary line with the launch of the dividing ice cream, expanding the and franchise into the delicate I care category in the wu also expanded its being here portfolio with three new essence Marks for early early control, hydration and housing care and if long. 

发言人1   07:24
We further expanded the second generation vital due collection with a vital due fresh hygiene cream and skin infusion serum. This launches reflect our continue to focus on leveraging established the potter franchise and finally, expertise to address involving consumer needs and create sustainable growth optimism. Our second strategy, pology, is to further strengthening brand equity across portfolio through high impact consumer engagement and differentiated brand experiences in late may not rule partner with CCTV点com for dedicated in life streaming event，which attracted accumulative audience of one hundred and seventy eight medium viewers and a generate uh generate a significant update in cells for expanding the brand reach and consumer engagement in gani, ba is brightening your summer campaign to consumers through a pop up experience of乌支洲island in 3亚。

发言人1   08:32
In july, islam participated in the british beauty festival, further elevating its heritage. And a premium positioning. While these initiatives help to broaden our brands reach and depend consumer engagement across key markets and touch points, our third strategy priority is to enhance the quality and sustained inability of our profitability. 

发言人1   09:00
In the second quarter, uh growth margin was impacted by a higher international permission in the color cosmetic business associated with the companies for active brand portfolio optimization, NS, KU regionalisation. Excluding the ipad impact of this one time invention sions, the underlying growth margin would have remained properly stable year over year selling the marketing expenses as a percentage of their revenues rose primary given by certain to investment in high growth channels, particularly抖音。At the same time, we remain focused on adJusting structural of stability chAllenges in colour cosmetics, we are fast to changing consumer chance, high sku uh, complexity and ongoing promotion intensity require disciplined management and a more focus approach to resource education. 

发言人1   10:00
We are actively streamlining our colour automatic for volume to improve funny ability, and we focus our resources on the higher growth of skin tables. Looking ahead, we will continue to optimize our cost structure. We find resource allocation across channels and unlock greater Operating leverage from our fifth overhead. Furthermore, we are accelerating integration of AI across our Operational waffle to drive continues positivity gains. Together, these initiatives will further elevate our earnings quality and solified the foundation of or sustainable long term profitable growth. 

发言人1   11:08
请关注公众号，思维纪要社，更多纪要请加V西安20210130。

发言人1   11:24
When is and gentlemen, please hold how we reconnect with our speakers. Yep, yep, just look at this. So finally, I am delighted to share leadership update effective today. This Wanda has been appointed as close chief financial officer. 

发言人1   11:42
Miss wang comes with a hoban chat record of over fifteen years in the consumer and the beauty industry, most recently selling SC, F, O prior cosmetics for experience and the financial. For this, you further support our ongoing efforts to optimize our cost structure, improve resource allocation and the drives spinal profitable growth. In fact, I will now turn the call over to our C, F, O. 

发言人1   12:10
Know how Young to discuss our financial details. Thank you, David, and hooever one. I also very delighted to welcome this one as he joined the company. I look forward to working closely with her to ensure a smooth transition. Financial details that would like to clarify that all financial numbers presented today are人民币amount，and all person changes prefer to year of a year changes. And this otherwise noted pto net revenues for the second quarter of only six increased by five point one percent to one point one four billion RMB from one point or nine million for the prior period. 

发言人1   12:55
The increase was similarly due to a forty point four percent will increase in net reviews from skin care brand, partially offset by a thirty five point eight percent year equals decrease the net revenues from our color cosmetics plan, which reflected the company's proactive brand portfolio optimization and delivery sku rationalization as part of its statistic transformation growth profit for the second quarter of twenty twenty six decreased by zero point eight percent to eight hundred and forty three point eight million from eight hundred and fifty point four million for the prior period. Growth margin for the second quarter of point twenty six decreased to seventy three point nine percent from seven eight point three percent for the five year period, primarily due to higher inventory provision in the color cosmetics business associated the Frank for Polly optimization and AKU realization effort. Total Operating senses for the second quarter of twenty twenty six increased by seven point seven percent to nine hundred and seven five seven from nine hundred and five point nine million for the five year period as a percentage of total net revenues. 

发言人1   14:22
Total Operating senses for the second quarter of twenty twenty six or eighty five point four percent has compared with eighty three point four percent for the prior period for so many senses for the second quarter of twenty twenty six or fifty six point one million as compared with sixty three point three million for the five year period as a percentage of total net revenues for a firman expenses for the second quarter of twenty twenty six decrease to four point nine percent from five point eight percent for the five year period. The decrease is primarily attributable to further improvement in logistics efficiency, selling and marketing senses of the second quarter of twenty twenty six or eight hundred and seven point six million as compared with seven hundred and twenty two point four million to the five year period as a percentage. Total net revenues, selling and marketing senses to the second quarter of point point six increased to seventy point seven percent from sixty six point five percent for the five year period. 

发言人1   15:33
The increase was primarily given by strategic investment, important in consumer awareness and building long term, where and equity of a course in tired brain, coupled with higher traffic opposition cost on the doing platform is the company capitalized on the channel strong growth momentum, general and administrative expensive for the second quarter of twenty twenty six or seventy four point. 请关注公众号思维纪要社，更多纪要请加V西安20210130。Compared with eighty four point one million for the prior period at the percentage total net revenues, general and administrative expenses that the second part of twenty twenty six were six point six person has compared with seven point seven percent to the prior period. 

发言人1   16:27
The decrease was primarily driven by lower Price competition senses. Research deep development expenses for the second quarter of twenty twenty six or thirty seven point three as compared with thirty six twenty one million for the prior period as a percentage of total net revenues. Research development expensive for the second quarter of point twenty six or three point three percent, consistent with the prior period. 

发言人1   16:58
Last gram Operations for the second quarter of twenty twenty six with one hundred and thirty one point nine million as compared with sixty five point five million for the five year period of lock Martin was eleven point five percent has compared with bright point one percent of the prior period. None gap loss from Operations to the second quote of was one hundred and twelve point one million as compared with twenty point four million of the prior period. Now yes, Operating loss margin was nine point eight percent and compared with one point nine percent for the five year period next law for the second quarter of twenty twenty ty six with ninety point eight million as compare with nineteen twenty five million for the prior period. 

发言人1   17:50
Net loss Martin was eight percent as compared with one point eight percent as a five year period net was attributable to yet. And what in your shareholders could I luted ads for the second counter of point twenty six with your point nine seven RMB as compared with their point once nine RMB for the previous period? None get net loss for the second porter twenty twenty six with ninety nine point four million is compared with non jet income of eleven point five million for the prior period. None get net love margin with eight point seven percent are compared with none get net income margin of one point one percent for the prior period. 

发言人1   18:36
None get net loss attributable to use and ordinary shareholders saluted idea for the second quarter point twenty six was one point zero six and b compared with none gp that income achivi to yes, since in our shareholders but I looted the point one three to the prior period as which one thirty twenty twenty six the company has cash restructing h and short time investment at one point zero six billion RNB at compared with one point zero five billion as of december thirty first twenty twenty five. Next track used in Operating activities for the second quarter twenty twenty six with seven eight million as compared with net catch generated from Operating activities for seventy seven point seven million for the prior period. Looking at our business outlook for the third quarter of twenty twenty six, we expect our total net revenues to be between eight hundred and ninety eight point six million and nine hundred and ninety eight point four million, representing a year a year decrease of appropriately zero percent to ten percent. 

发言人1   19:57
These forecasts reflect the company's current and preliminary views on the market and Operational condition, which are subject to change. With that, i'm not like to open the court. Q, N. 

发言人1   20:10
A, Operator, thank you. We will now begin the question and answer sessions to ask a question. You may press star than one on your touch tone phone if you were using a speaker phone, please pick up your handset before pressing the keys. 

发言人1   20:29
If at any time your question has been addressed and you would like to withdraw your question, please press start into for the benefit of all participants on today's call, if you wish to ask your question to management in chinese, please immediate repeat your question in english. The first question today comes from Maggie wong with C, I, C, C. Please go ahead. 

发言人1   20:57
Well, thanks for checking my question. This is making huang from CICC. Um I have two questions. My first question is about our channel expansion strategy for our skin care brands going forward. And mexican question is that was seeing online travel cost rising. 

发言人1   21:15
So how would the company respond to the train? And what strategies will be adopted to further improve our marketing efficiency that my two questions. Thank you. Thank you, mike, for your question. So for the first question, um yes. 

发言人1   21:32
So channel extension is very important for the next stage of worth worth in current as we wide on all proof offering, they will be much when easier to diversify our channels. So right now, in addition to our quality platform, which is t mall and doing will also increase B2B channel. Uh, for example, some of the online to be channels are JD body shop, T, D, D, and there will be some outline to be channels that will be expanding, including offline distribution, beautifull and some professional channel. 

发言人1   22:08
So these handles generally Carry lower traffic cost and support a healthier profitable o profile. So give you example, doctor wu has already show that a higher to be mp can support both growth and probability. So this is a model we will um selectively apply to our other in care brand. 

发言人1   22:31
Um so we'll also be adding some differentiated format such as uh glad we have the take store in premium department stores and shopping mall and also for doctor who, we are also distributing uh in some OTC channels the drug store. So we believe this channel strategy can help us reduce reliance of some expensive online traffic and build a more baLanced business and the sustainable growth. So then for your second question and turn out on the traffic car. 

发言人1   23:06
So yes, we are seeing rising traffic cost at which is an industry wide um transfer, and we think we are responding in full ways. First, we're shifting more resources to the higher grows and higher returns in cat run, which now account for over seventy percent of our revenue. And secondly, were expanding to be channel and professional channel as mention earlier, r rights to review reliance on the on expensive online traffic. 

发言人1   23:35
Third ly were improving content creation, CRM retention and also for the allocation leveraging uh stronger financial discipline and or AAAI agent. So the goal is not to cut investment blindly. Our goal is to support strong can help growth with Better efficiency and stronger profitable over time. 

发言人1   24:02
Oh, you got IT, it's directly. Thank you when I have no more questions. This concludes our question answer session. 

发言人1   24:12
I would like to turn the conference back over the management for any additional or closing comments. Thank you once again for jing us today. If you have any further question, please feel free to come that up. 

发言人1   24:28
I yes. And directly, our containing formation for I, R in both china and the U. S. 

发言人1   24:33
Can be fined in today's preview. Thank you, everyone, and have a great day. The conference is now concluded. Thank you for turning today's presentations. 
