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Medium-term management vision

The Brand Builder

The Brand Builder is our Medium-Term Management Vision, or our concept. Since | was appointed, |
have talked about the distinctiveness of our brand. We will grow brands that can survive globally by
growing with our hands, whether it is a brand that we have created on our own, an acquired brand, or a
brand we have taken over. Building a brand is a common theme for the entire Group.

Our concept is that any brand that we do will be shown cool and nice and expanded, and will be
deployed abroad and in e-commerce. Since we have embarked on this concept, we intend to continue
to do everything with this concept in the future. This is Brand Builder, our medium-term vision.
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On the fourth page, there are four major directions for the medium term. First, we review our group
structure. The main theme is how to deal with the current situation in which more than 20 companies
operate in a discrete manner. The first thing is to put a certain amount of attention on this.

Second, making a proper business. This is an ongoing issue, and this will be done all the time.

Then, becoming a multinational corporation, and gradually increase the number of global brands. We
will raise the overseas business ratio a little. This does not mean globalization. As for our brands that did
well overseas, Margaret Howell, for example, we left the business to the English people. As for
unsuccessful Chinese operations, we tried to do business among Chinese who speak Japanese with
Japanese people. The result was clear. If we don't have the local people play an increasingly active role,
we cannot survive. So, we aim to be a multinational corporation as a theme.

The last is digitalization. In addition to raising the e-commerce ratio, with technology in many ways, it is
easier to offer products with proper prices and higher costs to customers. So, we will increase the
proportion of businesses using certain types of digital technology and invest in it properly. These are
four key strategies.
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The next page is an image of the business portfolio we are aiming for. Existing brands increase slightly.
Domestic store operations may decline slightly, but E-Commerce increases slightly. The major increases
in both sales and profits are in overseas businesses, new brands, and digital businesses.

Two themes are how far we can steadily increase sales and profits to become a highly profitable
company, and how we can create new products for the future. | believe it is irresponsible to expect all
new brands to be successful and to make profit. Therefore, the major medium-term plan is to make new
businesses a new pillar while increasing profits from existing brands.
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The sixth page is a medium-term management goal that includes the numbers. The plan is for 2022 in
three years. Sales of 200.0 billion yen, operating income of 7.0 billion yen, operating income margin of
3.5%, and ROE of 4.6%. Although it may seem conservative, we have repeatedly revised downward in
the past and would like to stop this. Through the three years, we will focus on existing businesses.

I think that the current operating profit margin of 1.4% is too low, so the target is about 3.5%. It may not
be a praised figure, but | would like to bring it in a little more. In the meantime, we will naturally plan to
launch new businesses. It is stated that sales will be 230.0 billion yen and operating profit will be 11.5
billion yen in the next five years or so.

I would like to see the company become a company that can generate about 5% of this operating profit.
Beginning with the goal of an operating income ratio of 3.5% over the next three years, our long-term
goal is to achieve an operating income of 5% with a big change in the nature of our business, as well as
an ROE of 8%.
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First, as for the medium-term priority area one on page eight, we will review the Group structure. Only a
part of the figures of this is included in the medium-term management plan. We only incorporate the

shared platform C on the left. Systems,

However, the big concept is that we don't want to kill the brand's personality, so we will invest
individually in product, store management, and marketing. But we'll invest as a whole, when if we

should.

There are now twenty or so companies. The flat type is not an efficient one, so we would like to
summarize it in a more meaningful mass. Therefore, while we will strive to improve efficiency, we are
currently only expecting to achieve efficiency in the medium-term management plan, where it is clearly

better.

Our strategy is to grow as a whole with multiple distinctive brands, rather than growing a business like a
cassette with mega brands. So, | don't want to basically align all of the acquired brands with our
methods, and we think we should not do it. | felt the same, as my brand was acquired by a large
company in the past. Since | was free to do business, | could make my brand happy, but there is

something to do and something not to do.

If we kill the personality of the brands, this strategy will be completely destroyed, so | think we should
fairly carefully standardize and organize our company. It is not 100 or zero, so we can compromise,
endure, and collaborate and tie together. It's not our case that if we aggressively standardize in a top-
down manner, the business will be efficient. In that sense, | would like to take a little time to review this

situation.



| would like to draw a picture of what will happen in the middle termcarefully during the current fiscal
year and take steps accordingly. The resulting growth in efficiency will be incorporated into the next
fiscal year and beyond.

For example, in the previous fiscal year, | asked President Maekawa of SANElI bd CO.,LTD. to
concurrently be responsible for the revitalization of the ROSE BUD. At first, it was assumed that the
business would be operated within the platform of SANEI bd CO.,LTD, but Maekawa and | decided that
there would be risks if it were forced to be incorporated into the SPA format because the buying
business was a big select format while it was being carried out. As a result, we have been able to rebuild
it properly, so | think we have to find one piece at a time carefully. I'm sorry, but I'd like you to spend a
little time reviewing this structure. That is the first.

Medium-Term Focus Area_2

Enhancing Full-price
Sales Business

M Purpose

» Develop a Brand Group (1) that is highly
unique, (2) that does not compete on price,
(3) that is digital-friendly, and (4) that
increases loyal customers

+ Stop over-production and reduce waste.
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Page nine, priority area two, proper business. As we have already spoken of, distinctive brands can get
off of being caught up in price competition. That means, they can be sold also in digital, or they have
digital affinity. As it is important to increase the number of loyal customers properly, we will become a
group of brands that meet these requirements.

There is no magic formula. It's easy to say that we're raising the rate of proper sales, but we'll use all
sorts of means to increase it. Of course, we don’t make too many products. We also take on the risk of
raising costs and raising the rate of proper sales. We are also working to increase premiums, and we are
also working to increase loyal customers. We do everything.

In the current mid-term plan, we plan to raise the percentage of proper sales by five percentage points
in about five years. However, we do not expect gross profit to remain unchanged. The reason for this is
that we are trying to raise the cost of sales. Therefore, rather than rebounding the full amount of the
increase in the percentage of proper sales to profits, we will reflect it in the cost of sales and make it a
reality. This is the second most important KPI after profit that all brands increase this percentage of



proper sales. This is all the way around, from high-priced brands to reasonable-price brands that are
broadly targeted, such as Nano Universe and NATURAL BEAUTY BASIC brands.

Medium-Term Focus Area_3

Multinationalization

M Purpose

« Establish business models that earn foreign
currency by targeting foreign customers and
overseas markets

M Approach
1. Expand our global brands in new countries.
(MARGARET HOWELL/HUF/AVIREXFPEARLY GATES, etc.)
2. Accelerate business developmentin China (apuweiser-
riche/HUF/AVIREX, etc.)
3. New overseas expansion, new M&A
4. Strengthen managementand support systems

On the next page, page 10, focus area three, the multinational corporation. This is just about 6% of our
business overseas now. But | think that we will be a company that earns a significant portion from
overseas. We will invest in businesses that have the potential to expand overseas.

First, we will expand our existing brand, Margaret Howell, into the U.S. during the current fiscal year.
The preparatory team has already begun to move in New York, so we may be able to open a store in
New York as soon as this year. As it depends on real estate, this is fluid yet.

Similarly, the rebranding of HUF, which we acquired last year, is proceeding in the U.S. and is now
performing very well. We intend to expand this business into China and other countries.

Then, there is AVIREX, a military brand under the umbrella of UENO-SHOKAI CO.,LTD. We have already
expanded it in conjunction with a local partner in China, which is very successful. But we intend to
further expand this business. We also intend to expand into other countries.

Then, there is Pearly Gates,which is a golf brand operated by TSI GROUP AND SPORTS CO.,LTD. It
received a favorable response at a U.S. exhibition in January this year, so we would like to expand one of
their brands to the U.S. in earnest. Pearly Gates is now growing very well in Korea with partners, up to
retail-based businesses of about 10.0 billion yen. There is little other than Japan and South Korea. We
will bring this first to the United States and then to China in the long run.

Now, we are developing our brand overseas.



In addition to what | mentioned earlier, we have opened a store in T-Mall under the name of Apuweiser-
riche, a brand for women. We already have a local Shanghai office and will eventually open a real
directly-managed store.

We are talking with several other overseas partners about operating our existing brands together,
perhaps as a joint venture. | don't think it's easy for Japanese companies to go out and do business, so
we are going to work with the local partner in some combination like a joint venture.

We will steadily expand our overseas business as far as possible, though some brands are suitable and
others are not.
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Digitalization
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Medium-term priority area four-- this is the following page; becoming a digital enterprise. In the
previous fiscal year, the e-commerce ratio exceeded 20%. In particular, we are focusing on increasing
the use of our in-house e-commerce to create omni-channels.

By the beginning of the summer of this fiscal year, we will have started a service app that allows stores
to take products from other stores when they have no inventory, and not ask customers to come back
again next week. They reserve EC inventory on the spot, settle it at the store, and send it directly to the
customer's home. Today, Apuweiser-riche which is operated by ARPEGE CO.,LTD has introduced it ahead
of others, but we are now preparing systems, etc., so that most of the brands will be able to do this.

we are transferring to omni-channel where customers do not lose money, anywhere they buy. This is
one part. See the Group EC/Omni-Channel Business on the left page.

The rest is a new digital business. This is B to B, and we are now trying to do something like a point of
contact when the Korean brands come out to Japan by joining the Korean-style Café 24, a Korean-style



fashion mall, with MIX.Tokyo, one of our group sites. We intend to do such overseas alliances using e-
commerce platforms.

The rest is a digital native brand. Since the world is definitely moving in this direction, | think we will do
this. To this end, we will proceed with M&A. This is a big area.

Medium-Term Focus Area_5
New Businesses/
Brand Creation

M Purpose

» Increase Brands (1) that are highly unique, (2) that
do not compete on price, (3) that are digital-friendly,
and(4) that increase loyal customers

+ Build a mechanismto keep changing businesses and
brands accordingto a fixed ratio

Channel. ..
- M Approach
Store 1. Effective approachesmade by the Group or through M&A
Cehtered 2. Various proposers including an individual, an operating

company and HD
3. Launchofa new businesscreation program (support
system) to enable business planning

+_ Domestic ,’

Medium-term priority area five, the next page-- new businesses/brand creation. This is in fact linked to
overseas expansion and digitalization. Our policy is to invest in new businesses. We are working to
strengthen our teams and discuss whether to launch new businesses in-house or through M & A.

As | mentioned earlier, new businesses have an affinity with digital and overseas markets, and we are
able to do business on a proper basis. | believe that there is no other way than doing business on a
proper basis.

We started new brand called “LE PHIL” in SANEI-INTERNATIONAL CO.,LTD.We are also making steady
progress with this brand .



Medium-Term Focus Area_6

CSR

M Purpose

1. Realize a sustainable society
2. Improve corporate value continuously

M Approach
1. Elimination of productdisposal losses
2. Enhance diversity (regardlessof gender and
nationality)
3. Improve the corporate governance
4. Others (employment of people with disabilities,
community involvement, etc.)

The next page is CSR. What we should do as a listed company is a matter of course. However, | believe
that the most important thing we need to talk about in this context is the fact that we are making things
in vain and carrying them to waste. | think it would be a mistake to stop this first. This is accompanied by
the use of digital technology, and it is the worst case to produce and carry it in vain. | believe that
abandoning these activities is the most efficient way of doing business and the greatest contribution to
the environment.

Next, | would like to ask about diversity. As | mentioned earlier, most of our executives are Japanese
men, so | would like to incorporate more women, LGBT, and foreigners. | would also like to see local
citizens who serve as presidents of overseas companies participate in our management meetings.

In addition, we will continue to work on governance, including the enhancement of outside directors. |
believe that a good external director will be able to oversee the company, including myself, and displace
the president. Our target is such a governance. As in the past, we'll aggressively continue to hire people
with disabilities .



Medium-term business plan
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On page 15, we wrote the first thing. Our goal is to achieve an operating margin of 3.5% in three years
so that we will achieve an operating margin of 5% in the fiscal year ending February 2024What | would
like to say here is that there are two categories: existing and new. In the next three years, we will enrich
our existing profitability.

The second column of operating profit below shows a forecast of 6.1 billion yen for existing businesses
in the fiscal year ending February 2022. | don't know the contribution of new businesses to sales, but |
don't think it's so big. Existing businesses will generate the majority of operating income in the three-
year period. Therefore, one of our major missions is to ensure that we do this.

Now the plan for new business is 4.38 billion yen. | think it's going to go up and down. In the fifth year,
however, we believe that we must reconfigure a significant portion of our business with new businesses,
so we will continue to do this through three years. | would like to take this into account and first aim to
achieve this operating income in three years.

We are doing accumulation and top-down. In the current fiscal year, the medium-term management
plan calls for a firm increase in profits in existing businesses. This is all.
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