We will now begin the financial results briefing for the fiscal year ended December 31, 2020, and Mediumterm Management Plan for 2021-2023.

Today's presentation will be comprised of two parts.
The first part of the presentation will cover our financial results for the fiscal year ended December 2020,
and the second part will outline our new medium-term management plan for 2021 to 2023.

Now, let's start with the financial results briefing for the fiscal year ended December 2020.

The overall cosmetics market shrank due to the impact of COVID-19. Inbound demand continued to decline
significantly. In terms of channels, the shift to ecommerce accelerated, driven by the change in behavior
oriented toward non-contact.
The outlook for domestic consumption, excluding inbound demand, remains unclear, partly due to the
extension of the State of Emergency Declaration.
Under these circumstances, our Group incurred YoY declines in sales and income on a consolidated basis,
as the domestic storefront operations were severely impacted by store closures under the Declaration of a
State of Emergency and the continued tendency of consumers to refrain from going out.

Regarding the impact of COVID-19 in 2020, we provide an overview of the businesses and monthly sales
trends.
The department store channel and consignment sales channel were greatly affected by the State of
Emergency Declaration in April to May and struggled to attract new customers in particular.
Under these circumstances, we actively promoted ecommerce sales for POLA and the brands under
development, which are primarily storefront operations. Domestic ecommerce sales of POLA and THREE
grew significantly, by 60% and 90% YoY, respectively.
DECENCIA fared well in acquiring new customers as well as expanding brand recognition. With the
strength of the ecommerce and subscription business model, it achieved double-digit growth in both sales
and income.
Overseas, the Chinese market recovered, and POLA's sales grew 60% YoY.
As shown in the graph, consolidated monthly net sales bottomed out in April and May, and the pace of
recovery has been very slow since then.

Next, I would like to explain the differences between the results and the plan.
As disclosed on February 8, consolidated net sales were generally in line with the plan, but operating
income and the items below exceeded the planned amounts significantly.
In addition to an increase in gross profit due to a variance in sales from the plan, this was due to an
improvement in the profit structure by expansion of the ratio of overseas sales in POLA and Company-wide
cost reductions.

Now, let me explain the consolidated profit and loss situation.
The cost of sales ratio increased due to a decrease in the sales composition of POLA, whose cost of sales
ratio is low.
SG&A expenses decreased mainly in personnel expenses as we reclassified expenses to cope with
COVID-19 as extraordinary loss. In terms of selling-related expenses, the entire Group worked to reduce
and streamline them, particularly fixed costs.
As a result, the operating income margin was 7.8%.
As we managed to achieve the operating income margin equivalent to the average of listed companies
even amid the COVID-19 pandemic, I believe that we demonstrated agility of our profit and loss structure.

The increase in extraordinary income was due to subsidies related to COVID-19, totaling around ¥700 mil.
The increase in extraordinary loss was due to an impairment loss related to Jurlique and the reclassification
of expenses related to COVID-19, which were recorded in the third quarter.
The decrease in income taxes was due to a decline in income before income taxes.

The graph shows the factors that impacted profit attributable to owners of parent.

Next, let's look at the status of our segments.

The results by segment were as you see.

As for the results by brand, sales unfortunately fell below the previous year's levels in all brand categories
due to the impact of COVID-19.
The main reason for the decrease in operating income was a decrease in gross profit.
On the other hand, as a result of the cost structure reform, overseas brands were able to reduce their
losses in spite of the decline in sales.
I will deliver brand analyses on the following pages.

First of all, the POLA brand struggled to acquire new customers at domestic storefront operations, in
addition to a decline in demand from inbound and buyers.
However, the domestic e-commerce business grew 60% YoY due to the acquisition of new customers. In
terms of products, initial sales of the renewed B.A series were strong, exceeding the plan. Overseas, sales
in China and South Korea were very strong, expanding 60% YoY in both countries.

Although the ORBIS brand incurred falls in sales and income, the number of new customers increased a
sharp 40% YoY, and we will continue to encourage repeat purchases.
In addition, the newly launched ORBIS U., the high-end line of ORBIS U series, performed well, achieving
the plan. The ratio of skincare products to total sales increased as targeted, and the structural reform has
been progressing steadily.

Sales of Jurlique brand products decreased mainly due to shutdowns at stores in Australia and duty-free
shops.
On the other hand, we were able to improve our losses due to the results of our business structure reform,
including the closure of unprofitable stores and streamlining of the headquarters. In China, where we
shifted the business model to direct ownership in 2020, e-commerce sales performed well, focusing on the
use of live streaming and social media.
In the H2O PLUS brand, the amenities business saw a decrease in revenue due to shutdowns by business
partners, but the brand managed to improve losses by reducing fixed costs.

In terms of the brands under development, the THREE brand and other brands, which are mainly storefront
operations, continued to struggle due to a decline in the number of visitors to department stores and
restrictions on touch-up.
E-commerce brand DECENCIA achieved double-digit growth in both revenue and income thanks to the
acquisition of new customers and promotions tailored to seasonality and existing customers’ attributes.
The rate of increase in income was low compared to the increase in revenue, but this was due to
investments made to acquire customers for growth in the next fiscal year.

Next, I will explain our outlook for the fiscal year ending December 2021.

We forecast a 7.8% YoY rise in net sales and a 38.2% rise in operating income.
In shareholder returns, we plan to increase the annual dividend payment by ¥1 to ¥51 per share.

We will now explain our medium-term management plan for 2021 to 2023.
First, I would like to summarize the previous medium-term management plan.

In terms of business performance, we failed to achieve our targets in any of the indicators, partly due to the
transfer of the pharmaceutical business and a decrease in demand from inbound and buyers.

On the strategy side, Strategy 2 was particularly severe.
As for the improvement of losses at the overseas brands, the structural reform in both Jurlique and H2O
PLUS began to show some results, but we were not able to achieve our initial plan of returning to
profitability by 2020.
Strategies 1, 3, and 5 also did not yield satisfactory results. However, we showed certain achievements in
the four-year period of the previous medium-term plan as POLA was recognized as a brand and the
customer base expanded with the launch of the Wrinkle Shot.

Next, I would like to explain the new medium-term management plan starting in 2021.
Originally, we had planned to announce our long-term vision for 2029, the 100th anniversary of our
founding, at this time, but we have decided to postpone it for one year. In the midst of an uncertain
business environment due to the major external changes caused by COVID-19, we wanted to first solidify
our current businesses and focus on resolving our issues.
In the three years from 2021, in addition to resolving short- and medium-term issues, we hope to solidify the
concept of a business portfolio that will lead to long-term growth.

Before I go into the specifics of each strategy, I would first like to share our thoughts on the impact of
COVID-19 on our businesses and our responses to it.
COVID-19 has brought about a major paradigm shift like the new normal, such as social distancing and
non-contact, as well as in terms of the channels. It has also had a significant impact on people's values.
We are undergoing rapid changes in the environment that we have never experienced before, and we
believe that now is the perfect time to further evolve our strengths like direct selling, skincare, and multibrand products.
To this end, in addition to channel structure reform and the implementation of DX as short- and mediumterm issues, we will also work to promote the development of human resources and diversity, such as an
increase in women in the workplace.
In addition, we will promote the rationalization of our cost structure and working methods more than ever,
not just for a short time.

Next, I would like to talk about market trends.
The domestic market, excluding inbound consumption, is on a slight downward trend. The shift to ecommerce will make progress by route and by channel, and we estimate that this trend will continue.
As for our outlook for inbound demand, we do not expect a recovery for the current year compared to last
year. Our medium-term management plan reflects the severe expectations that inbound demand will be
about 30% of the 2019 level in 2022 and about 60% in 2023.
As for the overseas markets, the cosmetics market in China is expected to continue to grow at a high rate.

As I explained earlier, the new medium-term management plan from 2021 will be positioned as a period of
planning to achieve recovery to the pre-COVID-19 levels, in a bid to realize sustainable growth.
For 2023, the final year of the plan, we intend to challenge the 2019 performance levels before COVID-19.
Next, I will explain the specific measures of the new medium-term management plan.

Here is the overall picture of the new medium-term management plan.
We are aiming for a CAGR in sales of 7% to 9% for a total of ¥215 bil. to ¥225 bil.
We have also set the overseas sales ratio and domestic ecommerce sales ratio as important indicators.
We hope to achieve an operating margin of at least 15% above our 2019 level.
The target ROE is 12%, and the dividend payout ratio is 60% or more, like previously.
In order to achieve these management indicators, we will work on the five key strategies as shown below.

Strategy 1. In POLA's domestic business, we will integrate online and offline operations to build a crosschannel digital platform. By integrating customer management and communication, which have been
separated by channel, we will increase engagement with customers, which is our original strength.
In the e-commerce business, which is a key target area, we will acquire a large number of new customers
for skincare with items that are highly differentiated from competitors’ products, and build a business model
with high grades of continuity and profitability. We aim to achieve sales of ¥10 bil. in 2023.
In the consignment sales channel, we will enhance our engagement with customers by way of digital
technology.
As I look at last year's successful case studies of the proactive use of online counseling, as well as the
individuality of the stores and beauty directors in sending out messages, leading customers to visit their
stores, I strongly feel the independence and self-reliance of the individual business operators, even amid
the COVID-19 pandemic.
We will shift POLA to a more profitable channel structure that will achieve long-term growth.

Next is ORBIS.
The business structure has been improving due to the strong performance of the ORBIS U series, which
received many best cosmetic awards last year. From the current fiscal year onward, the Company will
increase the composition of skincare products by introducing high value-added items, such as new
brightening products.
We will further accelerate DX. Using the app as the core communication method, we aim to maximize the
lifetime value with personalized communication. This spring, we plan to launch a personalized skincare
product using IoT devices. We will also shift the focus of our investment to the digital field to increase the ecommerce ratio to 70%.
Even amid the COVID-19 pandemic, we will make use of our advantage as a pioneer in e-commerce and
ORBIS' exclusive skills in efficient cost allocation to achieve the long-term target of the operating margin at
20%.

Next is Strategy 2, overseas businesses.
Over the past three years, POLA's overseas businesses have quadrupled in size. The growth driver was
the popularity of the brands gained from inbound consumption and other sources. We aim to achieve
overseas net sales of ¥30 bil. for 2023.
Our particular focus will be on China. Of course, competition is intensifying, but we will thoroughly promote
the value of POLA's unique high-value-added products and facial esthetic treatments in our stores. In ecommerce in China, we will actively utilize digital marketing, such as live commerce, to spread brand
awareness. In offline operations, we will focus on brand engagement to strengthen the fostering of repeat
customers. The goal is to double the size of the current store network to 110 stores.
We will also focus on travel retail throughout Asia. We have established a new company to oversee the
Group's travel retail business, and begun activities to accelerate growth after COVID-19.

The return of Jurlique and H2O PLUS to profitability was left over from the previous medium-term
management plan.
In Jurlique, we have been promoting a cost structure reform by closing unprofitable stores and reducing
fixed costs. We are beginning to see the results of our efforts. For example, in China, where we have
shifted the business model to direct ownership, earnings surpassed the year-before levels, even excluding
the effect of the reform. With China as a key market, we will improve profitability by increasing the ecommerce ratio, and in terms of products, we will concentrate marketing on our skincare hero products to
improve the rate of repeat purchases.
For H2O PLUS, we will focus on acquiring customers in the US skin care market, mainly through ecommerce. We will launch a new anti-aging series and work to promote it in the Clean Beauty category,
which is expected to grow.

Next is Strategy 3, brands under development.
ACRO, which is developing THREE and new brands, will embark on fundamental structural reforms. In
terms of channels, we will strategically reduce the number of stores and replace them with e-commerce. On
the product side, we will narrow down SKUs and reduce the cost of sales ratio to achieve both renewed
brand growth and improved profitability.
Next is DECENCIA, where the theme is to expand brand awareness in the sensitive skin market. By
streamlining advertising costs, we aim to become a highly profitable brand specializing in e-commerce with
an operating margin of 20% in the long term.

Next is Strategy 4, strengthening the management base.
In research and development, we will establish the Technical Development Center (TDC) to strengthen the
technological development function of the entire Group. The aim is to link research, development, and
production to develop high-value-added products using cutting-edge technology in a shorter period of time
than before.
In 2018, the Group revamped its R&D structure, establishing MIRC to oversee the Group's R&D strategy
and FRC to conduct fundamental research. The development of new materials and creation of pipelines by
FRC are well underway.
By adding the TDC to them, we intend to increase the speed of commercialization, so that we can
continuously create products that are unparalleled.

Next, I will explain our sustainability policy, which supports our management foundation.
We have established a Sustainability Statement with the aim of achieving the Group's business growth and
realizing sustainable society. In response to the rapid changes in society, we have renewed our
Sustainability Plan.
In addition to KPIs such as CO2 emissions, water consumption, and exhaust emissions, we have also set
new KPIs, such as the number of new businesses created, with emphasis on promoting diversity and
developing human resources that make the most of individual employees.
Some of these KPIs will be linked to the Company-wide goals and medium- to long-term incentive
compensation for executives to enhance their viability.

Next is Strategy 5.
To achieve medium-to-long-term business growth, we will strengthen our portfolio and consider business
expansion into new domains.
In the beauty domain, we will expand the range of products and services. One specific initiative that has
already started is the formation of an internal task force with the aim of entering the field of cosmetic
medicine.
In addition, in the CVC business, we will focus on D2C, beauty tech, and others, and actively engage in
open innovation in cooperation with our investment partners.
As announced at the same time as the release of our financial results, we have decided to acquire 100% of
the shares of our CVC investment partner, tricot, Inc. The next page describes this transaction.

The outline of the acquisition is as described in the release, but I would like to explain the purpose of the
acquisition and expected synergy here.
tricot, Inc. is a fast-growing venture that develops the FUJIMI brand, focusing on personalized supplements.
The Company's business model of selling personalized products on subscription, based on unique beauty
diagnoses, and its fully in-house marketing capabilities are regarded as highly competitive in the future.
We expect to combine tricot's expertise in the fields of D2C brand launch and digital marketing with the our
Group's R&D capabilities to make our brand portfolio more unique.
In the graph on the lower right graph, we showed tricot's business performance and three-year plan. As of
January of this year, monthly sales were approximately ¥200 mil., and we expect the company to turn
profitable in the next fiscal year.
The impact of this acquisition on consolidated financial results is not yet reflected in the disclosed guidance,
as it is currently under scrutiny.

Finally, I would like to talk about capital efficiency and shareholder returns.
The ROE target for 2023 is 12%, as I have already said.
The annual dividend payment will be ¥51 per share, an increase of ¥1, resulting in a dividend payout ratio
of 99.8%.
Our approach to the acquisition of treasury stock remains the same as before.
This is the end of the explanation. Thank you very much.

