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Question & Answer

Moderator: Thank you very much. We just announced our medium-term plan 3 months ago, so we
explained that this time we are focusing on our performance over the past 3 months. | would also like to
answer questions about the progress of the medium-term management plan. Please ask any questions you
have.

Kitagawa: Kitagawa of the Senken Shinbun. Thank you very much.
Having a global presence is a priority investment area. What concrete plans are there in this area?

Uetadani: There are several things. One is considering the development of HUF in China. However, as a
result of selling the Beijing Tsubomi subsidiary, | felt that if we wanted to do business in China, we would
have to form a firm partnership. We are currently in discussions with several potential partners. We are
currently in discussions with which partners will be deployed and in which area. So, this has not been
completed yet. No figures are available, but this is one area where we are proceeding.

Then, as | said before, MARGARET HOWELL. This has gone from the United Kingdom to the United States,
and has been wholesale-only. We’re going to open a directly managed store and brand it in the U.S.A. and
expand it a little more than that in the U.S.A. The British team has been visiting New York, looking for a
potential store for a long time. However, land prices have soared too high, and we are carefully looking for
locations for new store openings.

Therefore, HUF and MARGARET HOWELL, both of which are based in other countries, are steadily
developing their businesses, as | mentioned last time.

In addition, there’s the Company's Apuweiser-riche brand, which was launched last year mainly through e-
commerce. It’s been rolling out in T-Mall. So, we’re researching the Chinese market a little bit now. We have
some sales here. We are still moving closer to test marketing. We're looking at a variety of things, such as
size.

In addition, there are several other potential partner companies that we have, particularly women's brands
or select businesses in China. We have been discussing this issue since last year. | don't want to fail, so I'm
looking for a good partner. When | come to talk about it, | must go to the local area to see if | can do
business with their factories, stores, and management styles, to see if the elements to do business are there.
Can they take care of the brand? There are some areas where we have expanded the number of stores and
they slashed the prices. | am working on these issues.

However, as you know, the Chinese market is now extremely cold. Some of them are now a bit cautious. |
am doing this carefully. We are also considering brands other than HUF and MARGARET HOWELL, and are
advancing discussions with candidates for concrete partners.

Another is PEARLY GATES. This is our top golf brand. This business is already underway in South Korea, and is
estimated to be worth around 10 billion yen on a local retail basis. It's a good scale. We’re working with a
partner company, so Korea is very successful. In order to bring this to the U.S., we have begun to participate
in exhibitions. This will start at the beginning of this year.
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There are other ways of entering a new market. We’re considering several options, with a plan to buy a
company with a local distribution network, or find an agent, and try to work in partnership with that agent. |
don't think it's easy to do this by ourselves. Both of these proposals are now under consideration.

Largely speaking, this is the state of affairs in overseas markets.
Moderator: Thank you very much. So, if you have any other questions, please.

Kanamori: SMBC Nikko Securities Co., Ltd. My name is Kanamori. I'd like to ask you three points, basically,
about the numbers.

First of all, is this better or worse than your projections for the first quarter? Your company sees big
movements in profits in the first and second quarters. Please tell me first about this.

The second question concerns the inventory. | think it is growing. Isn't this bad for this second quarter?
Please confirm the background and details about this increase in inventory.

Third, what is your current status of SG&A expenses? | can't see the actual state of selling, general and
administrative expenses. Excluding special factors, additions, and departures, the growth in SG&A expenses
is currently low relative to sales growth. Why is this? Or | think that the focus of growth is moving. Is the
Company entering a stage where the growth of SG&A expenses will accompany the growth in sales?

Uetadani: The results are pretty much as we expected. Naturally, we were expecting the contribution of
Ueno Shokai, and we were expecting gross profit to improve due to the absence of business withdrawals.

In contrast, the remaining businesses are not as wonderful, as | mentioned earlier. | feel that we are only
just where we want to be in our current fiscal year's sales and profit growth plans. Almost on-track.

As you pointed out, We can know about performance at the end of the second quarter because the
inventory is accumulated by valuation loss. As for the outlook up to the second quarter, | think we’ll be able
to meet our expectations on a roughly profit basis at the moment.

The sale of Beijing Tsubomi has sold as planned. Until this was done, the cash outflow would have continued
to accumulate a deficit all the time. There's no big bomb there now. The store situation in June seemed to
be quite straightforward. So whether we can achieve our projections for the second quarter or not depends
on whether we will be able to properly switch products on sale basis to ones on a proper basis in July and
August. So far, | think in that sense, whether it’s good or bad, it is on-track. It looks very good in comparison
with last year, but that doesn’t mean | am overly optimistic.

Then there’s the inventory. Actually, as | mentioned earlier, the total inventory was about 112% of last year.
Moderator: Consolidated data is around 119%.

Uetadani: Excuse me. It is growing a little. Most of it is nano-universe. The fact is that the women’s
inventory in nano-universe has increased considerably.

As mentioned earlier, there is a tendency for inventory to be relatively large, because when you step on the
gas a bit, the inventory suddenly jumps a lot. In the case of nano-universe, this is particularly good. As | said,
summer inventory is the main item. So far, I'm looking at how well we can move stock.

In the case of nano-universe, it’s heavily weighted towards the so-called outlet segment. We say that the
entire brand and the entire group are pro and premium. Nano-universe is a relatively mass-market brand. In
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that sense, the sales channel should be quite typical. Of course, we don't allow any predictions at all. I’'m still
thinking about reducing the inventory.

TSI Groove & Sports, which has PEARLY GATES and other assets, has more in inventory than expected. We're
expecting growth in PEARLY GATES, so the Company has a large inventory to support that. Their sales are
good. Inventory is not as large as nano-universe, but it is somewhat increased.

So then, what caused the increase? Jack, a street-wear company that is developing STUSSY and HUF, has
launched its own shoe brand, Herschel, resulting in a slight increase in its inventory. This is an unavoidable
situation because it is a new business.

The big thing is nano-universe, and women's summer products. | hope we can reduce the inventory.
Finally, SG&A expenses.

Oishi: SG&A expenses are roughly in line with expectations. | don't feel that they are affected by the
withdrawn companies or the emerging companies.

For most of the year, the ratio of SG&A expenses to sales has been 52% to 53%. The ratio in the first quarter
will be very high. This is currently 52.9%, so | believe that this will decline a little further.

For this reason, we have unified the rules for the use of selling, general and administrative expenses,
particularly expenses, throughout the Company. For example, for Ueno Shokai, which has newly entered the
group, the economies of scale discount is obtained by unifying the insurance costs and so-called
infrastructure costs, vendors, and business partners. This is the case. | believe that there will be no major
changes in the Company.

Uetadani: Excluding Ueno Shokai, SG&A expenses were 95.6% of the previous year's level, so there was no
increase in SG&A expenses.

Excluding Ueno Shokai and excluding withdrawn businesses, gross profit is growing, relative to sales.
Excluding Ueno Shokai, selling, general and administrative expenses are declining. SG&A expenses do not

swell in proportion, except for the impact of the withdrawn businesses.

Moderator: Current figures include not only Ueno Shokai, but also Beijing Tsubomi in the previous year, and
comparing organically, are 95.6% of last year’s figures.

So, if you have any other questions, please.
Hanai: Mr. Hanai, Nihon Keizai Shinbun. Thank you very much.

Please tell us about the number of stores. Domestically, the number of stores opened and closed is higher
than the number of stores opened. Could you tell us the brands that opened and closed many stores, and
the brands that closed many stores? How does this compare to overseas businesses?

| believe you explained about HUF. Is that the main brand? Could you tell me about that?

Moderator: | will answer this question. The Company opened 19 stores and closed 7 stores in Japan.
Changes are shown in the table in the handout.

HUF saw the most activity in this fiscal year. We have opened three HUF and Herschel stores in the last
three months and three UNDEFEATED stores. | feel that there will be one or two more stores opened at a
time. We will not open 10 stores, at once for a single brand as was done before.
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Excluding the impact of the transfer of 50 stores to Beijing Tsubomi, March to May is typically when new
stores open, and few stores close, so | hope you will appreciate this.

Moderator: | would like to conclude the financial results briefing. Thank you very much today.

Uetadani: Thank you very much. [END]

Document Notes

1. Portions of the document where the audio is unclear are marked as follows: [Inaudible].

2. This document has been translated by SCRIPTS Asia.
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS
Asia believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript
does not purport to be a complete or error-free statement or summary of the available data. Accordingly,
SCRIPTS Asia does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of
the information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based,
companies may make projections or other forward-looking statements regarding a variety of matters. Such
forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual
results may differ materially from those stated in any forward-looking statement based on a number of
important factors and risks, which are more specifically identified in the applicable company’s most recent
public securities filings. Although the companies may indicate and believe that the assumptions underlying
the forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate
or incorrect and, therefore, there can be no assurance that the anticipated outcome described in any
forward-looking statements will be realized.

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY
EVENT TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
unauthorized purposes.

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.

Copyright © 2018 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights
reserved.
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