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Presentation

Yamada: Good morning. Thank you very much for taking time this early morning today. | would like to hold
the financial briefing session for Q2, which | announced on Friday last week, in the form of a webinar.

First of all, there is a video that Uetadani created regarding a brief overview of the situation. We would like
you to watch this video first, and then we would like to switch to a question and answer session on live as
soon as we finish.

You can access the Powerpoint documents and such during the presentation. However, they can also be
downloaded from our website, so please do so if you need them.

Now, Uetadani would like to commence the financial briefing session.

Unit:Million Yn
Cumulative Q2ND 2020 7 >
Cumulative Q2ND 2021 Ending Feb.

Ending Feb. iatien O !

Corrposition Against Plan
Results Y/¥ (9%
B e . == . G

Net Sales 81,847 1000 56,270 -25,576
Gross Profit 43,508 536 24,169 430 -15738 550
SGEA Expenses 44,072 538 34,639 616 -0433 786
e — T ———— —— 41,326 506 32,507 578 8910 785
(Goodwill Amortization sel 0.7 380 07 -192 669
Depreciation and Amortization 2,065 25 1,742 31 322 844 g B
[Operating Income 164 02 -10460  -186 -10305 = 3,051 z
1. Consolidated Financial (G e T L O SO
Extraordinary Income 1,894 23 418 0.7 -1475 221 z 5
ng h ||g htS oy Proﬁt 3 nd LOSS_ Extraordinary Loss 372 05 4,014 71 3,641 10762
Profi Before Taxes 2,290 28 13,237 235 -15,528 5 5
[Profit At o Owners of Parent 1,053 13 14433 257 -15487 5 1,766 -
EBITDA 2,482 30 8337 148 -10,820

Net Sales: Sales of stores in prime locations were tough due to shortened business hours and refrain
from going out, though all our stores have reopened since this June.
Sales of e-commerce ongoingly increased 118.1% year-on-year.

Gross Profit ratio: Deterioration of discount rate (A6pt), loss on valuation of inventory( A2pt),
Increase in discounted products etc.(A2.6pt)

SG&A Expenses: In addition to reduction of variable costs, we tried to reduce fixed costs.

Extraordinary loss: Impairment loss of JPY1.4billion, loss of JPY2.4billion due to the temporary
suspension of operations.

Uetadani: Good morning. Thank you for your time today. We will start the TSI HOLDINGS financial briefing
session for the first half of the fiscal year.

Please refer to page three. | will explain it from the profit and loss overview.

Net sales were approximately JPY56.3 billion, or negative 31.25% YoY. This was due to the fact that there was
a period of store closures, as well as the continuation of extremely harsh sales conditions thereafter. Of course,
ecommerce increased 18.14% YoY steadily throughout the first half of the fiscal year, but this was naturally
not enough to offset the decline in brick-and-mortar stores.
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The gross profit margin fell to 43.0%, which is 10.6% down from 53.6% in the previous fiscal year. In this regard,
the discount rate deteriorated because we prioritized getting rid of all the spring clothes inventory. Since we
rigorously recorded inventory valuation losses, we wrote down the value including those carried over to the
next fiscal year, et cetera, which resulted in a decrease of 10.6%.

Of course, we worked hard to curb SG&A expenses, but we were unable to keep them down as much as we
had in proportion to sales. As a result, we recorded a YoY decrease of 21.40%, resulting in a decreased

operating income of approximately JPY10.5 billion, resulting in a decreased quarterly net income of
approximately JPY14.4 billion.

TSI HOLDIMNGS

IO EIS LIS 2 lor Cumulati 2MD 2021 Ending Feb,
Ending Feb. g Feb.

Results Compastean
{Mlion ven) Rata (%)

Department Stores 10,841 13.2 5,107 47.1 9.1 -4.1pt
2. Net Sales Commercial Facilities(* 1) 41,968 51.3 22,768 543 40.5 10.8pt
Per Channel [In-house e 5175 6.3 8,069 173.7 16.0 +9.7pt
Ird party 11,265 13.8 10,434 926 18.5 +4.7pt
E-Commearce 16,441 20.1 19,424 118.1 34.5 +14.4pt
Overseas 3,527 4.3 2,752 8.0 4.4 +0.6pt
Others(*2) 5,068 111 5,218 66.6 11.1 -
TOTAL 81,847 100.0 56,270 68.8 100.0 -

*1 Fazheon buildngs, shoppeng centers, railread station buldngs, indiidual Stores, cutiet Shops ec, except for department STores,
*7 Apparel businesses such as wholesale, intercompany sales and non-apparel businessas of the group cormpanies.

Next, please refer to net sales by sales channel on page four. The trend value has not changed.

The E-commerce Business grew steadily, and this time there was a period in which brick-and-mortar stores
were closed, so the composition ratio of e-commerce in a total sale increased to 34.5%.
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Unit:Million Yen

Cumulative Q2ND 2020 Ending Feb. Cumulative Q2ND 2021 Ending Feb.

Composition ~ Gross Profit Composition | Gross Profit Gross Profit
Sales : : Sales (%)
Rate (%)  Ratio () Rate (%) Ratio (%) Ratio (m)

1. nano- universe 12,130 148 451 8,004 66.0
2. NATURAL BEAUTY BASIC 7,868 96 50.0 5,086 2.0 431 64.4 -15.0
3. PEARLY GATES 6,270 7:7 512 4,439 7.9 50.3 70.8 0.8
4. MARGARET HOWELL 5,887 54 575 3,500 6.2 434 51.0 -141
5. AVIREX 3,764 46 61.4 2,359 42 5.4 62.7 -6.0
5. STUSSY 2,520 31 70.7 2,040 36 62.9 813 78
i 7.  UNDEFEATED 2,305 28 4.6 1,887 34 40.6 81.0 -4.0
3 ~ B ra n d S Ove ereW 8. ROSE BUD 3,108 38 495 1,839 33 345 59.2 -15.0
o HUF 2,022 25 51.4 1,778 32 45.5 87.9 X
10.  PROPORTION BODY DRESSING 1,763 22 532 1,453 26 516 824 -16
TOP10 48,641 50.4 533 32388 576 245 66.6 88
Other Brands 32,873 402 546 23,861 424 409 72.6 -13.7
Continuing Brands 81,514 006 538 56,240 100.0 429 60.0 -10.0
Closed Brands 333 0.4 137 21 0.0 69.7 63 +55.8
TOTAL 81,847 100.0 536 56,270 100.0 43.0 6e.8 -106

Next, | will explain the overview by brand. See page five.

As | mentioned earlier, we as a whole saw sales drop 31.2% YoY. The average value is a 10.6% drop in gross
profit. | will explain some brands in comparison with this.

The fact that sales exceeded to 70% and 80% from the previous fiscal year indicates that we are performing
well. PEARLY GATES is in fact the best. Net sales were 70.8% YoY. But after the stores were restored, customers
returned and sales continued to exceed to 100% from the previous fiscal year, almost as planned. In addition,
the brand is selling for full price, so there are virtually no gross profit damages. Although it has the
characteristics of golf, it is a brand that is completely revived now by the solid return of customers who had
favored this brand.

Other street brands, such as STUSSY and UNDEFEATED, are relatively strong. Despite the decrease in inbound
tourists, sales are exceeding to 80% from the previous year's level. We have minimized the damage to our
gross profit.

In addition, the 10th brand, PROPORTION BODY DRESSING, was a brand that had been struggling until last
year. However, by returning to the product axis of returning to a loyal customer, we succeeded in changing
our cost structure. As a result, sales were at about 82% YoY and gross profit was nearly 1%. | think this is an
example of a steady recovery. Currently, similar trends are progressing.

On the other hand, if we look only at these figures, there are brands with very low sales or severe damage to
gross profit. However, there are two factors for this.

The second brand, NATURAL BEAUTY BASIC and the eighth brand, ROSE BUD. had a similar trend.
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First, since this brand emphasizes a trend, we prioritized the consumption of inventory. Based on the
judgment that it would be better to get rid of this spring/summer product in the current fiscal year without
carrying it over to autumn/winter or next fiscal year, and to bring new products to the next season. As a result,
these two brands suffered a gross profit margin deterioration of 15.9% and 15.0%, which was more than 15%.

As | mentioned, however, this is a clean state of inventory by not carrying on negative legacies from the next
fiscal year onward.

ROSE BUD’s sales of 59.2% in the previous year, severe amid sluggish sales, was due to location characteristics.
This is the result of our urban location, centered on the Tokyo metropolitan area. As you know, it was affected
by the weakness of the central Tokyo metropolitan area compared to the suburbs.

However, as for this brand, it is a brand aiming at urban type and fashion sensitivity. So, | intend to somehow
keep the cost down in this policy.

On the other hand, the fourth brand, MARGARET HOWELL, is the brand with a large drop in sales and gross
profit.

Sales are 51% from the previous year and gross profit declined by 14.1% YoY, showing an extremely large
decline. However, this was true opposite to NATURAL BEAUTY BASIC and ROSE BUD mentioned earlier. This
was due to the fact that we stopped bargain sales. We do not do any in-store or ecommerce. We decided to
carry over items that did not sell in this spring in autumn or next spring at the list price.

This is a brand that is highly loyal to customers, so we must follow the Group's strategy with regard to not
doing any bargain sales. Everyone, including salespeople from the store, agreed to not to do bargain sales at
all from this fiscal year. This is a brand that will continue selling at a list price. This is the result of our strategy
to carry over to the second half and next fiscal year.

However, we have rigorously x every season, and as a result, gross profit was damaged first. The reason why
sales are not appearing to rise is that this is because we did not make bargain sales although we were doing
bargain sales up to last year. We did not make bargain sales in the place where other stores were doing bargain
sales. Sales for customers have not dropped at all, but the situation is that we are losing sales.

This fiscal year looks tough in terms of numbers, but it is one of the soundest brands in terms of the content
of the brand. We purposely carried products over to the next fiscal year and will sell them firmly at the list
price.
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51 HOLDIMGS

Creating a fusion of digital and power of humanity, bringing
management and field closer, we accomplish the speedy business

operation suited to the digital age.

‘We will build a digital-fashion company which creates originality by creativity and logic.

Lower of Accelerate the
Power
the break-even  Speed incorporate o e B AT
pint management

Change our mind,culture and work-styla

1. The objection and
strategy of business 0L DX of me

nagement and operations a L -] =
. . -
combination Digitalizat | -
auiiu v Digitalization of back-office ) ‘
e —————. v Wisualization of managemant Index and KP managamant ¥ 1 J b .= m
02. New strategy of merchandising and marketing 03. Digitalization of stores a B g5 recove "
¥ Strategy of merchandising and purchasing plan ¥ F:smingsne::u-.-e-, of existing storas
¥ Content strategy for promaotion Strategy which has
. ) I . « Investigatian fo
« Caore strategy for e-commerce with sales staff # Strategy for ol
¥ Brand strategy for New Normal v Reciprocsl
E-COmmerce.
04. Transfer sales channel to e-commerce 05. Global st 1d development of h
¥ Investigation for fascinating Lser Interface ¥ Global strategy
¥ Unified commerce v Bring up digital-native brands

¥ Develop new custemers without depending on stores

L,

Conglomerate D2C businesses/Strategic M&A
Next, | will explain our medium-term strategy. See page seven.

Last month, we announced our policy of consolidating one company along with the announcement of
structural reforms.

It is DX, digital transformation. Our objective continues to enhance the individuality of the brand. We will
proceed thoroughly with digitization and, as described here, first lower the break-even point. From then on,
we will increase the speed of management to what we have been doing in a discrete manner. Combining them
in the future raises the ability to generate business. Aiming to do this, we will consolidate into one company.

Of course, we had been moving forward with digitization for some time, but the major purpose of this merger
is to thoroughly transform ourselves into a digital fashion company.

Specifically, there are five major items on this side, but it is so-called work DX. This time, we have also
downsized the workforce, and the reason behind this is that integrating all indirect operations into one
company and digitizing them is an extremely important point.

In addition, as the second thing is, we are going to compete with regular price products. So we will change
our approach to MD and how it is assembled.

Thirdly, the digitization of the store and salesperson. Although we have been disseminating this information
through various media channels, our store network will shrink. But we will invest in the remaining stores to
transform them into stores that can realize unified commerce.

Fourth, we have been working on changing sales channels from brick-and-mortar stores to digital and
ecommerce. This means that we will switch to it, including our customers.

The fifth is to jointly invest in one company this time. By cultivating human resources, we are planning to
aggressively expand globally. Then, all members of the Group will get together to develop the digital native
brands.

Support
Japan 03.4405.3160 North America 1.800.674.8375 _ SCRIPTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asia’s Meetings, Globally

6



As | mentioned, the break-even point is temporarily lowered. Although this will have an extremely significant
effect, the objective of the current merger is to increase management speed and improve the ability to
generate business more essentially.

Based on the basic policy that consolidates our domestic subsidiaries into one,
We're formulating our Medium-Term Management Plan in accordance with three

KPI as follows.

0 1 Creating new customer value by cutting-edge technology

O Evolve our service by Unified

EC/Digital ratio

Creation of . commerce -
new brand New service O Merchandising for developing 50%
values values new customers

O New business and creation of
brands in the digital age.

2 } M ed I u m _Te rm 02 Sincerely and pro-environmentally providing products to customers
) O Business transformation to The full-price
RefO m p rOg rams Effort to Highly product only the quantity needed SRR I‘-':I!Jtio
Sustainable Developed O Sincere price and brands to our
development forecast for customers at any time and place 80%
demand

03 Keep on progressing by investing in business and human resources

O Improved productivity by DX
O Reinforcement of the earnings

Operating

Refoarrr]\'é SCM Advanced base not affected by the margin of
Sty manufacturing business environment 5%

O Visualization of management
O SGA ratio of less than 50%

Next, please see the Medium-Term Reform Program on page eight.

These three key KPIs have been set, and on the assumption that they will be achieved, we are now formulating
a medium-term management plan. We will publicize this information properly as soon as it is formulated.

Out of three KPIs: one is 50% digitization ratio. Second, the selling with regular price is 80%. The third is an
operating income margin of 5%.

We have not changed what we do in our brand business, but the way we provide them to our customers will
be completely digitized. The first is to increase the digitization ratio to 50% of the total business. This is not
only the expansion of ecommerce, but also the digitization of all aspects, including marketing.

The second largest KPl is the selling with regular price of 80%. We had been thinking about 60% or about two-
thirds of the ratio of this would be sound, but now we are aiming for 80%. In the future, we plan to sell out at
the list price from the beginning, and we are changing the course of business.

| have just mentioned MARGARET HOWELL is taking the lead. But even considering the environmental impact,
we cannot allow us to create wasteful products. We will sell everything we need from the top of the value
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chain to the bottom of the value chain and provide it to our customers at a fixed price. The second major KPI
is this 80% of selling with regular price.

The third KPI is linked to lowering the break-even point through the integration of one company just
mentioned, but | would like to make digital investments and global investments in the future, so | would like
to create a structure that can generate stable profits without depending on sales and generate funds for
investment.

The third KPI is to raise productivity, lower fixed costs, and aim to become a company with a stable operating
margin of 5% or more.

Digitization rate, selling with regular price, and operating profit margin enabling investment. We are working
on this as the three most important KPIs.

Unit:Million Yen

1st Half 2nd Half Full Year
Resits  Results ... Resuts Plan e v | e o
mposition (i Composition mposition
2020 2021 Lorag 2020 2021 A 2020 2021 -
i Rait(%) (%) Rait(%) (%) Rait(%) (%)
Enaing Feb. Enaing Fen Ending Feb. Ending Feb. Ending Feb. | Enaing Feb.
Net Sales 81,847 56,270 100.0 68.7 88,220 75,930 100.0 86.1 170,068 132,200 100.0 77.7
Operating Income -164 -10,469 -18.6 - 234 -7,330 -9.7 = 70 -17,800 -13.5
ordinary Income 760 -9,642 -17.1 - 1,081 -7,058 -9.3 - 1,851 -16,700 -12.6
“ B [ o e - R
- Profit Attributable
J . { { (] [1 1 C) I 2 O 2 —1 1,053 -14,434 -25.7 » 1,127 14,484 19.1 1285.2 2,181 50 0.0 2.3

to owners of Parent

= Lir Cahriiar
Ending February
]
Net Sales: Plan based on the guideline to restrain our purchasing to 70% in principle.
Operating income: Plan JPY1.7billion in costs relating to structural reforms.
Extraordinary income: Plan JPY1.8billion in gains from sales of fixed assets in Shibuya etc.

Extraordinary loss: Plan JPY1.7billion in costs relating to early retirement, impairment loss etc.

Please refer to page 10. Thirdly, we are pleased to announce our full-year earnings forecast.

As for the full-year earnings forecast, | mentioned the results for the first half earlier. For the second half,
please refer to the YoY changes in net sales here.

In the second half of the fiscal year, we see the net sales were about 86% YoY. We may think that it would be
better to read more bullishly about this, but because our business is urban in nature, in fact, we have narrowed
our purchase for the second half to about 70%. We will not be very optimistic in the second half and have
made a forecast on the assumption that sales will not completely return.
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Regarding gross profit, as | mentioned earlier, since we are controlling on purchasing products, we do not plan
to outweigh the extra 100% of our purchases, as in the first half of the fiscal year. So, we assume that gross
profit will not be damaged to a great extent.

However, this time, we have decided to withdraw from the business or are considering withdrawing a number
of brands. We anticipate that gross profit will be somewhat damaged by the final disposal of inventory in
either case.

As described in the notes below, all current operating companies have thoroughly targeted expenses at the
spring stage, but will incur restructuring expenses, including withdrawal from businesses and withdrawal
brands. These items were booked at around JPY2 billion in the second half of the fiscal year.

Based on these factors, we expect operating income to be approximately minus JPY7.3 billion and, as a result,
operating income to be minus JPY17.8 billion for the full fiscal year.

The final profit is expected to be JPY50 million, which includes the disposal of assets, et cetera.

Our forecast for the full fiscal year is an extremely large loss. But as | have mentioned earlier, we have decided
to post a large loss for the current fiscal year as a result in order to completely revive the Company into the
next fiscal year and beyond. | would like to explain our measures for this.

5l HOLDIMGS

Get rid of all negative factors regarding reduction
of fixed costs and disposal of underperforming

businesses by the end of this term.

Reduction of Implementation of downsizing 300 employeas FSc] 511575 yenii:i
personnel HEstimated cost reduction involving withdrawal of stores and
2.Implementation of expenses  withdrawal of business
measures for the , « WETET
. Withdrawal of 210 unprofitable stores * illion yen
C urre [—It Terlﬂ( l ) WGI;Z?;?;HI Domestic 178 stores, Overseas 32 stores FY 2021

# In addition to the above, withdrawal of several shops are
under consideration.

Withdrawal of 3 subsidiaries and 3 brands %4 [TRTET

Withdrawal 1= half +"TSI ASIA LIMITED” "Natural Beauty"and "FACT"
2 half-- “UNITRGUEST","Laline Hawali Corporation®and “Herschel Supply”

of business o ) .
# In addition to the above, withdrawal of several businesses are under
consideration,
Rc??g;’:r?cin Reduction of office space
space Start the project for 24 offices of subsidiaries.

First, | will explain the typical measures on pages 11 and 12.

On page 11, the first one is to lower fixed costs. This initiative aims to lower the break-even point from the
next fiscal year onward even if we increase the negative figure for the current fiscal year.

First of all, as lannounced, we reduced headcount by 300 at headquarters. Including the number of employees
to withdraw from stores and withdraw from businesses. Personnel expenses are expected to be
approximately JPY3 billion, which is a reduction of JPY3 billion from normal conditions.
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We also expect to withdraw about 210 stores from unprofitable stores, which may be around this fiscal year.
We expect that this will result in a decrease in SG&A expenses of approximately JPY2 billion.

Then, we expect the withdrawal from the business. We are currently announcing the withdrawal of three
businesses and three brands, but we are considering the withdrawal of several more companies. We will
announce this once it is finalized. We expect to reduce SG&A expenses by approximately JPY4 billion through
these measures.

Apart from whether all of this will be reflected as it is, we want to thoroughly lower the break-even point in
the current fiscal year and to create a structure that will enable us to do so without achieving sales as before.
Naturally, we are considering the integration of one company based on these factors.

The fact that we will simply reduce fixed costs by nearly JPY9 billion within the current fiscal year is one of the

major measures we have implemented for the current fiscal year, namely fixed costs and SG&A expenses. |
think you can think of this as a factor that will come to fore in the next fiscal year.

Careful Selection of investment for reinforcement

of the earnings base

Integration of Integrate e-commerce organization and functions in our

e-commerce  domestic subsidiaries {About 180 people)
functions and

3.Im D lementation of re';';ﬂ’,_igs Iur;tfrgar;éﬁf o lutpet:mzlg o &ﬁ'{eﬁﬁﬁgﬂ?e’ sophisticate their
measures for the Start the DC olatf
d e platirorm
Current Term(2) D2C

businesses Acquired business of the “ETRE TOKYO",
we will establish the D2C platform.

Development Start 5 Brands

of new “CADUNE" "ELE STOLYOF" "guitan”
businesses  "PING” "FLOML"

Restart Digitalization of US Business

overseas Innovation of e-commerce and marketing business
businesses in HUF with the team of Tactics ,which we acquired
recently.

On page 12. We are going to reduce our fixed costs and thereby continue our investment. As | mentioned a
little more in terms of SG&A expenses, we have been making investments in the current fiscal year.

| have included some representative items here and have written them out. First, on the premise of the
integration of one company, prior to that, we unified all the digital teams in the Group. Currently, the digital
team has a team of about 180 people.

We are using a variety of cutting-edge tools to thoroughly digitize our store salespeople. With the 50%
digitization, we are planning how much KPI this team will increase and how much it will bring to 50%.

| am proud that this consolidation of ecommerce functions and human resources is a fairly strong team within
the apparel industry, and | will invest here.

Another was the transfer to the business of a company called ETRE TOKYO. It was started by rebuilding it as a
platform for not only the brand that we now have, but also the Group's digital native brand and D2C brand.
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We are building on this platform with a sense of speed that large-scale brands with regular stores cannot do,
and we are going to launch more brands. We plan to eventually make this a big crowd in our business, then
new businesses. In this environment, we continue to invest in new businesses.

Others are females' brand “ELE STOLYOF” developed by Sanei International and an adult women's brand
“CADUNE” developed by Arpege in the first half of the year. Anglobal then launched a brand called “Quitan”,
and then there’s a brand of golf wear called PING, which TSI Groove & Sports started. We have already begun
these kinds of products.

Several other ideas are now emerging, so even by reducing other costs, we will clearly invest in attractive
brands.

Fourth is the Overseas Business. Although we have not taken action in the Overseas Business in this
environment, the US team, particularly, have been advancing extremely remarkable reforms despite the lock-
down phase. The digitization of business in the US is advancing, centered on HUF.

The platform company for ecommerce centered on skateboards and snowboards is Tactics, which we acquired,
and that team is integrating them into our streetwear brand, HUF, and we are revamping the ecommerce and
digital marketing of the HUF Business.

The comparatively strong performance of HUF sales and gross profit when looked at by brand was
underpinned by sales of digital marketing and ecommerce even under lock-down phase. Business in the US is
in a situation where digitization is advanced.

During the current fiscal year and next fiscal year, we will invest the money we reduced in other areas.

As for the measures to be implemented starting this term, the main points of the cost system and the
investment system are the above.

Please take a look at the supplementary materials in the latter half of this report.

That is all for my explanation.

[END]
Document Notes
1. Portions of the document where the audio is unclear are marked with [Inaudible].
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD].
3. 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
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