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POLAORBIS  pyo19 Key Topics

HOLDINGS

Cosmetics Market

B The Japanese cosmetics market including exports showed steady growth.
B Inbound demand trended downward on impact of China’s e-commerce law and foreign currency despite increase in
foreign visitors to Japan.
B Over the full year, the net domestic market benefitted from last-minute demand driven by the consumption tax hike, and
performance is forecast to land between largely unchanged or a minor increase from the previous year.
The adverse effects since October are gradually easing but expected to extend until at least 1Q/2020.
B The severe conditions of the net domestic market during 2020 are expected to continue. (1H adverse effects of last-
minute demand before the consumption tax hike will continue and 2H last-minute demand will be a hurdle)
O G *Source: Ministry of Economy, Trade and Industry, Ministry of Internal Affairs and Communications,
ur GGroup Japan Tourism Agency, Japan Department Stores Association, and Intage SLI
B Consolidated net sales and operating income decreased on decreased revenues from POLA. Ratio of Inbound Sales
(last-minute demand largely offset by decrease due to adverse effectsin4Q) PQ..QQH?Q!!Q@F?.Q.N.?I.§.§!§§ ____________
® POLA overseas income increased significantly mainly on performance in mainland Chinaand  £yv5017 (Full year) Approx. 7%
duty-free shops. e
B ORBIS new products were favorable, advanced customer structure improvements and shift to  FY2018 (Full year)  : Approx. 7%
Onllne Sales .- ............................
0,
B Jurlique closed unprofitable stores and downsized main office functions. FYZOlg(Fu"year) _________ Approx“’
B For brands under development, THREE overseas sales and new brands drove growth.
Quarterly Consolidated Sales Quarterly Operating Income
80,000 66,489 16,000
59,526 65,736 60.468 63,721 250 oors 11 81173,159 9,601
57,806 : ' ' 9,232 8,334
60,000 |°6:074 55, 440 55 282 12,000 14157 9462 5175 5160
8,000 6,773 5,725
40,000
4,000
20,000 0
. mil. yen
(mil. yen) 201720182019, A (MIl. yen) 2017 2018 2019

Q1 Q Q1



POLA ORBIS Consolidated P&L Changes Analysis
HOLDINGS Net Sales to Operating Income

FY2018 FY2019 YoY Change

RER]S Results Amount %

Consolidated net sales 248,574 219,920  (28,654) (11.5%)
Cost of sales 41,521 35,925 (5,596) (13.5%)
Gross profit 207,052 183,995 (23,057) (11.1%)
SG&A* expenses 167,556 152,857 (14,699) (8.8%)
Operating income 39,496 31,137 (8,358) (21.2%)
Note: YoY change in consolidated nét sales and OP income excluding fhe pharmaceuticals business were. down 6.9% and down 19.9% respectively.
— Key Factors *Selling, General and Administrative Expenses

B Consol. netsales Sales declined year on year mainly due to decreased revenues from POLA (- ¥ 14,681 mil.),
which experienced a decrease in demand from buyers primarily for beauty health food products
(Inner Lock, etc.), in addition to the impact of the transfer of the pharmaceuticals business,
which had recorded ¥12,319 mil. in FY2018.

B Cost of sales The cost of sales ratio improved because of the transfer of the pharmaceuticals business on a
consolidated basis.
Cost of sales ratio FY2018:16.7% = FY2019:16.3%

B SG&A expenses Labor expenses : down ¥ 2,103 mil. YoY
-> Resulted from the transfer of the pharmaceuticals business.
Sales commissions : down ¥ 7,287 mil. YoY

-> Resulted from a sales decline at POLA.
Sales related expenses : down ¥ 4,395 mil. YoY

-> POLA selling expenses decreased, Jurlique cost structure improvements.
Administrative expenses, etc. : down ¥912 mil. YoY

-> Decrease in Jurlique one-off cost incurred in FY2018.
B Operating income Operating margin FY2018:15.9% = FY2019:14.2%




xkx POLA ORBIS Consol_ldated P&L Changgs Aqaly5|s
Ahh HOLDINGS Operating Income to Profit Attributable to Owners of Parent
FY2018 FY2019
(mil. yen) Results Results
Operating income 39,496 31,137 (8,358) (21.2%)
Non-operating income 476 394 (81) (17.0%)
Non-operating expenses 1,017 901 (115) (11.4%)
Ordinary income : 38,954 30,630 (8,324) (21.4%)
Extraordinary income 28 286 258 909.1%
Extraordinary losses 22,919 1,104 (21,814) (95.2%)
Profit before income
ABXES 16084 .28 S N -
Income taxes 7,675 10,111 2,436 31.7%
Profit attributable to : _
non-controlling interests 0 6 6
Profit attributable to 8,388 19,694 11,306 134.8%
owners of parent

— Key Factors
B Extraordinary loss : Difference due to extraordinary losses related to Jurlique and transfer of the
pharmaceuticals business in FY2018: -¥21,387 mil.

B Income taxes, etc. : Effective tax rate 33.9%
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(mil. yen)

24,000
20,000
16,000
12,000
8,000
4,000

0
-4,000
-8,000
-12,000

-16,000

Factors Impacting Profit Attributable to Owners of Parent

Net income attributable to owners of parent was +134.8% YoY

on impact of having recorded extraordinary losses in FY2018

B Positve [ Negative
impact impact

19,694

POLA sales decreased
Transferred pharmaceutical business
] Control fixed
costs

' 8,388

Decrease due to POLA sales decline
(Commission rate largely unchanged)

! ! 912 34

Extraordinary losses related to Jurlique and
transfer of the pharmaceuticals business in FY2018

FY2018 Decrease Improved Labor Sales Sales- Admin. Non- Extraordinary Income FY2019
Profit in gross costof expenses commissions related expenses, Operating income taxes, Profit
attributable  profit  sales ratio expenses etc. income and loss etc. attributable
to owners and loss to owners
of parent of parent
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HOLDINGS

Segment Results

FY2018 FY2019
Results Results
Consolidated net sales 248,574 219,920  (28654)  (11.5%)
Caemteme —— aisor orases | Gamn e
R e I T IR — 520
B R e YT I T a5
L TR e o1 200
e T B 20103 T e — o1 950
T Tt E— o Ti— o — e
e e YR s
o (596)(207) ________________________________ T g

_ Segment Results Summary

B Beauty care Although THREE and new brands net sales increased, POLA and Jurlique revenues
decreased significantly, resulting in lower Beauty Care net sales compared to FY2018.
Operating income decreased on gross profits and up-front investments in new brands.

B Real estate Occupancy rate has been maintained at a high level.

B Others Others segment as a whole fell below the same period of last year for both sales and
operating income due to the transfer of the pharmaceuticals business.
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Beauty Care Business Results by Brands

FY2018 FY2019 YoY Change
Results Results Amount
Beauty care net sales 231,207 214,886 (16,321) (7.1%)
v 3 50183135’502 ____________________________ ( 14681) ___________________________ (98%)
e E— 51051 _______________________________________________ 50’726 _____________________________________ (324) ______________________________ (06%)
- ur“que ___________________________________________________________________________________________________________ 10386 _____________________________________________________ 7’765(2620) __________________________ (252%)
e HZOPLU320411’470 _____________________________________ (571) __________________________ (280%)
Séf‘/gfosp‘r‘::rir 17,544 19,421 1,877 10.7%
e e 38,294 30,193 8100)  (212%)
i 32574 _______________________________________________ 251529(7045) __________________________ (216%)
o ORB|59340 _____________________________________________________ 9’252 _________________________________________ (87) ______________________________ (09%)
......... : ur“que(3763)(2’968)794
......... HZOPLU5(55Z)(825)(272)
qo

Note: Consolidated operating income and loss for each brand are shown for reference purposes only (figures are unaudited)
8



POLA Brand Analysis (1)

FY2019 Result
|

Inbound and buyers decreased, particularly for beauty health foods g B A Grandluxe Il launch (November)
B Domestic business struggle to capture and maintain new demand

B Demand decreased on adverse effects of last-minute demand,

impact expected to continue in FY2020.

B Strong overseas, growth continued in mainland China and Korea
B Inbound traffic (tourists) accounted for 9% of net sales (down 2ppt

YoY)

Q4 Results (mil. yen) YoY Change
Net sales 135,502 (9.8%)
operatmg.ncome ....................... .............................. 2 5529 .......................... (215%)
Sales ratio Consignment sales 76.4%
overseassg%
e Deptstorest(l)Ec ........................................ 1 47%
 Salesgrowth*  Consignmentsales | down 15.8%
Overseas ................................................................. up477%
e DeptstoreBQB(l)Ec ................................... up40%
Cons|gnment ............................................... ................................ 3956
sales channel # of sales offices** (down 222)
e #opr(Z)**675(up6)
e purchasepercustomer* .......................... downos%
e #OfcustomerS* ........................................... down121%
© Number of stores overseas™  84(up34)

(1) B2B: Hotel amenity business (2) PB: POLA THE BEAUTY stores
*YoY , ** vs Dec. 2018

Topics

Won best cosmetics awards from
beauty magazines

Quarterly net sales (mil. yen)

50,000 r 40,395 37,833

36,164 35412 36,767 39790 39110
40,000 33,126 32,021’ 35,363 33,516

30,000 r

20,000 |
10,000
0
2017 20182019 201720182019 2017 20182019 2017 20182019
Q1 Q2 Q3 Q4

Quarterly operating income (mil. yen)

12,000 - 10,574

10,000 - 7693 9264 I g 543

8.000 | 6,794 6.0 3?,8161,538 7,494
6,000 5,582 4 852
4,000
2,000

0

2017 20182019 201720182019 2017 20182019 2017 20182019

Q1 Q2 Q3 Q4



P o I_ A Brand Analysis (1) Analysis of Change in POLA Net Sales

Analysis of change by _
. channel/product . About inbound and buyer demand

Channel structure

EEEssEEEEEEsEEEsEEssEEssEEssEEssEEsEEEEEEEEs .> POLA net sales decline of ]
150.1 I S S PO e p s ¥14.6 bil. Past peak in revenue decrease but

Used sales data to estimate and i
categorize the impact that domestic i downward trend Continuing
i -¥15.0 bil. (estimated)

buyers previously unidentified

[Transitions in inbound & buyer net sales (quarter)]

------------- 2020 outlook -

2018 Inbound and  Domestic Overseas 2019 Impact of external
buyer demand (bil. yen)

environment changes

Overseas sales not enough to cover decrease in
inbound and buyers. Domestically, POLA struggled to
capture new demand and create repeat customers

v' Changes in consumer
behavior

v" Novel coronavirus

Product structure

18Q1 19Q1
150.1

. (Ref.) About net sales of health [Transitions in health food net sales (quarter)]
foods products

*Including Inner Lock
. Health food sales

S = . 135.5
. declines appear to T i

: © W56
I have leveled off

18Q1 19Q1 (bil. yen)

2018 Inner Other health Wrinkle  B.A Others 2019
Lock foods Shot

Mainly due to decrease in health foods Future issues will be to accelerate overseas expansion

Unable to recover via new cosmetic products and rebuild the domestic customer base
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Brand Analysis (2)

FY2019 Result
B Shifted to highly profitable online sales

B Flagship products comprise approx. 30% of sales,
contributing to improved customer structure (ORBIS U and

DEFENCERA)

Q4 Results (mil. yen)

YoY Change

Net sales 50,726 :

s 1

9,252

Key indicators

Operating income

Sales ratio Online

ORBIS U series ratio of sales @

(0.6%)

(0.9%)

(1) Mail-order includes online and other mail-order
(2) Series consists of ORBIS U, U encore, and U white

*YoY basis

Topics

B Opening duty-free store in Korea to
improve brand recognition in Asia
(December)

Shilla Seoul shop

Quarterly net sales (mil. yen)

20,000 . i
12,760 13,921 13,207 15 po0
15,000 | 12,475 13557, 107 : 12,995
’ 12317 ' 12,023 11,601
10,000 -
5000 |
0

2017 20182019 201720182019 2017 20182019 2017 20182019

o1 Q2 Q3

Q4

Quarterly operating income (mil. yen)

4,000 r

3,461
3000 +*%% 2'2952,6812,168 2,255691 1671 1902
2,000 1,719 -
1,000
. | ‘

2017 20182019 201720182019 2017 20182019 2017 20182019

Q1 Q2 Q3

Q4
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Brand Analysis (3)

FY2019 Result

B Jurlique closed unprofitable stores in China to
optimize channels and downsized main office
functions

B H20 PLUS used SNS/EC platform

YoY Change®

Results (mil. yen)

Jurlique Net sales 7,765 (25.2%)
OP income: (2,968) +794
H20 PLUS  Netsales 1,470 (28.0%)

OP income:

Key indicators

Jurlique
Sa|esrat|o ................................... Austra“a ................................................................ 33%
HongKong ........................................................... 21%
DUtyfreel3%
Chmall%
5a|esgrowth(2) ......................... Austranadownlg%
HongKongdownz%
DUtyfreedown35%
Chmadown41%

(1) For operating income, the YoY difference is shown as an amount (mil. yen)
(2) AUD basis, YoY

Topics

B Selecting and reducing Jurlique shops in China
- Stores in China (end of FY2019): 52 shops (YoY change -37)
- Shift from dealer licensing to directly-owned shops
to control brand

Quarterly net sales (mil. yen)

6,000 r
5,108

3,557
3,029

4,500

| 3,238 3,763
2,965

3,000 3,117 2,836

2,916
2,220
I Il | I2 ] I
0

1,500
2017 20182019 201720182019 2017 20182019 2017 20182019
Q1 Q2 Q3 Q4

Quarterly operating income (mil. yen)

2017 20182019 201720182019 2017 20182019 2017 20182019
Q1 Q2 Q3 989 Q4

900
600
300

0
-300
600 -235
-900 |

-701
-1,200 *'875-933 -919 =772
1,500 -981 1366 -1,022
-1,800 - ’

-423

-1,690 12
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Brand Analysis (4) Brands Under Development

FY2019 Result

B ACRO income decreased on up-front investments
in new brands

B THREE overseas channels drove growth
(up approx. 25%)

B DECENCIA new products (anti-wrinkle for sensitive
skin) and department store skin diagnosis popular

Q4 Results (mil. yen) YoY Change
Net sales 19,421 +10.7%
operat|ng|ncome(794) ......................... (1489)
_— A CRoNetsa|es .......................................................... 1 2215 ......................... + 165%
— A CRoopmcome(l) ................................................ (1828) ............................ (1311)
— (THREENet5a|es) .................................................... 1 1059 ............................ +72%

(THREE OP income) 472 (53.2%)

Key indicators

THREE # of stores in Japan (vs. Dec. 2018) 121(up 10)
# of stores overseas (vs. Dec. 2018) 61(up 6)
(in 8 countries & regions)
Overseas sales ratio 28%

() YoY difference is shown as an amount (mil. yen)
B Brand Portfolio of Brands Under Development

Company ACRO INC. DECENCIA INC.
THREE ITRIM
Brand | FIVEISM DECENCIA

Launched in September 2018
Note: Apart from the portfolio above, Brands Under Development includes the OEM business.

Topics |

B \Won best ‘,
cosmetics awards ,‘ :

THREE
Quatrterly net sales (mil. yen)

ITRIM

DECENCIA Amplitude

5,263
4,797

6,000
4,604 4,491 5,061

4,065 4,361 4,320 4,468
4,000

3,22I 3658I 3,631I I
0 | |

2,000
2017 20182019 201720182019 2017 20182019 2017 20182019

Q1 Q2 Q3 Q4

Quarterly operating income (mil. yen)

600 443 446 398

400 | 245.116 247 229 187
200 r

0 ] ] -
200 + 112 -34
-400 -224
-600
-800 -
1,000 | -762

2017 20182019 201720182019 2017 20182019 2017 20182019

1 Q2 3 4
Q Q Q 13
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POLA ORBIS

EE noLbinGcs  Progress of 2017-2020 Medium-term Management Plan

ddd

[Management Indicators for 2020]

300,000
m 250’000
200,000 *
* 150,000
¥250.0 bil. or higher ¥2 19 . 9 bil. 100,000
50,000
CAGR 3-4%
2017-19 CAGR 02 % i erf) FY2015 FY2016 FY2017 FY2018 FY2019
-y *Includes -¥12.3 billion due to transfer of the
pharmaceuticals business
50,000 20.0%
40,000
: 15.0%
. . ' 0
o= OP margin 15%0 or higher OP margin 14 2 % 30000 10.0%
: 0 20,000
income cAGR 10% 201710cacR D.1 % L 0 5.0%
0.0%
(miI. yen) FY2015 FY2016 FY2017 FY2018 FY2019
15.0
10.0
o .
12 % or higher 104 % o
2,'/2) FY2015 FY2016 FY2017 FY2018 FY2019

Conditions make it difficult to achieve targets due to the transfer of the

pharmaceuticals business and the impact of decreased sales by POLA
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Progress of 2017-2020 Medium-term Management Plan

[Growth Strategies]

Strategies

Sustain stable growth of flagship
brands to lead Group earnings

Evaluation

- POLA inbound & buyers decreased, rebuild customer base
- Capture new demand for ORBIS, increase per-customer
spending

1

- Maintain strong growth for POLA in mainland China and on the
duty free market
- Jurlique losses to expand, will continue store closures to promote
selection and concentration. Will shift sales channels H20 PLUS

Bring overseas operations
solidly into the black overall

Expand brands under - Maintain THREE business growth, need to shore up DECENCIA
development, create new brands, | [@IaRig-1dd | - Expand customer touchpoints for new brands, up-front investment

pursue M&A activity phase

Strengthen operations - Form global joint research network
(reinforce R&D, human resources | §®]gRig:18{ | - Adopt performance-linked, share-based compensation plan
and governance) for directors

Slightly - Improve EPS to increase ROE
- Achieve sustainable enhanced shareholder returns,
including special dividends

Enhance capital efficiency
and enrich shareholder returns behind

Urgent issue is rebuilding of POLA domestic business
Increasing urgency to expand overseas channels while working

to rebuild stable platform for domestic growth
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EEE POLA ORBIS Forecasts for Fiscal 2020

HOLDINGS

FY2019 YoY Change FY2020 YoY Change

Full-year Results Amount Full-year Plan Amount

Consol. net sales 219,920  (28654)  (11.5%) 217,000 (2,920)  (1.3%)

- Beautycare214886 ____________ (16321) _________________ ol R 212400 ____________ ( 2486)(12%)
B T 2619 _________________________ el Pl R 2300(319)(122%)
_________ OMers o 2415 (12244) (83.5%) 2,300 (115)  (4.8%)
S 31137 6359 oray [ 31200 ______________________________ P e
T 2 0193 __________________ PR marrall B 30750 __________________________ e o
_ RealestatelOZl _______________________________ e — el g 00(221)(217%)
B Y m— (665)(836%) _______________________________________________ EEY et e
i T ( 207) ____________________________ e R (500)(292)_
"6}5{5;;9'i}{ec';}}{e" ______________________________________ 4 0630 __________________ P ol 30700 ______________________________ e S
T __________________________________________________________________________________________________ ____________________________________ ___________________________________
attributable to 19,694 11,306 . 134.8% 20,000 305 1.5%
owners of parent

Assumed exchange rates : 1.00 AUD = 78 JPY(PY 75.82) 1.00 USD =107 JPY (PY 109.05) 1.00 CNY =15.5JPY(PY 15.78)

| FY2019 FY2020(Plan)

Shareholder Annual ¥116 (include Commemorative ¥36) Annual ¥80 (Interim ¥35, Year-end ¥45)
returns Consol. payout ratio  130.3% Consol. payout ratio 88.5%

Capital . ¥10,091 mil. ¥12,000 - ¥13,000 mil.

investment

Depreciation : ¥7,377 mil. ¥7,000 - 8,000 mil.

18
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Impact of novel coronavirus

FY2019 YoY Change FY2020 YoY Change

Full-year Results Full-year Plan Amount %
Consol. net sales 219,920  (28654)  (11.5%) 217,000 (29200  (1.3%):
. ____________________________ 2 1137 ______________ (8358) ............ ( 212%) ................................ 3120062 ................... 02%

Certain assumptions have been applied to reflect the
downward impact (estimated) of novel coronavirus on original plans

[Assumptions] (MChannel Inbound & buyer, duty-free shops, mainland China and Hong Kong shops
@Brand POLA, Jurlique, THREE
@Period Approx. 6-month period through June 2020
Original assumptions Forecasts :
indicates YoY differences, vs. FY2019 -
Net sales ¥226,500 mil -¥9,500 mil. : ¥217,000 mil :| | Forecasting decrease in net sales
(+¥6,580 mil. +3%) ~ TTrrrrITeneneie P> 1 (-¥2,920mi. -1.3%)
: :| | Forecast operating income to be
Operating ¥34 300 mil. ¥3.100 mi : ¥31 200 mil Iarqelv u.nchanqed YoY due to
income (+¥3,163 mil. +10%) =ttt RERRELEE =PI (4¥62 mil +0.2%) :| | major review of SG&A expenses
PP TTT T TP PP Trr P rrrr :

(These are currently available estimates. We will continue to investigate and update.)

19



POLA ORBIS Core themes from 2020 onward
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Resolve issues Growth opportunities

: : Build channel structure
Rebuild stable domestic growth platform t0 accelerate arowth in Asia

B Link brick & mortar and online o I. A B Shops styl
P yled after

P I. A sales POLA THE BEAUTY
Business structure reforms for
increasing customers B Increase customer touchpoints,
O RB I S including duty free stores, etc.

B Enh brand keti
ORBIS % s e o trget.

customers THREE B Accelerate development of duty
A B Increase touchpoints free stores,
W’T RIM Increase brand awareness, cross-border e-commerce
FIVEISM capture new demand JUI'IIC[UG B Shift from dealer sales to direct
sales model
Profit contributions from
) Generate new value
business structure reforms
B Store selection and concentration fp
Jur"que Increase business profitability, . f ’ W Beauty-related research
reduce flxed COSt mhple !ﬂellrlgg frnnt[c Strategy nOt bound tO
~ B Increase ratio of EC research center researeh center cosmetics sector
H2O+ ORBIS Initiative
POLA ORBI|S ® New business utilizing CVC,
B Diverge from existing customer alliances, internal ventures
DECENCIA g g GROUP

generation methods

20



P o I_ A Initiatives Going Forward — Domestic Market

Business structure reforms to rebuild domestic customer base

2020 net sales forecast Use recent trends to reflect impact of novel
Inbound & buyers .
coronavirus
. Business structure reforms to rebuild customer
l — Domestic demand
[ base
_- -_ Accelerate store openings to increase brand presence
: _ Overseas . o :
2019  Inbound & :Domestic Overseas 2020 Reflect impact of novel coronavirus in certain channels

buyers = demand

Link online sales into strong existing brick & mortar network across all channels

Consignment sales channels Department store channels EC channel

v" Improve customer experience with
focus on aesthetic treatment

v" Improve shop efficiency to
establish stable revenue business

v" Global customer development and v Fundamental review of roles to
brand promotion create growth business

v’ Capture first aging care customers v' Utilize external platforms

Online communication

v Enhance CRM communications v {_rgflﬁg?ggﬂglgs,mcludmg driving EC 4 t?skefrom new customers to loyal

POLA business plan

Improve profit by reducing costs and reforming | 7T (Overall) - wo
expense structure 2020-2022 Net sales CAGR: 1-2%
Achieve sustainable growth on domestic market 2020-2022 Operating income CAGR: 2-5%
by developing new business models and domains

21



P o I_ A Initiatives Going Forward — Overseas

Needs-based shop expansion with focus in China

New store opening pace of 30 shops/year Net sales CAGR of 20% or higher

Department stores Shops styled after Overseas duty free stores
(mainly sales) POLA THE BEAUTY (Brand presence)

End of 2022: 45 shops (+24*) End of 2022: 35 shops (+27%) End of 2022: 30 shops (+15%

*Shops in mainland China *Shops i mainland China
*vs Dec.2019

Overseas sales

W Sales in mainland China ¥14.0 bil.
¥12.0 bil.

----------- POLA overseas business plan -

2020-2022 net sales CAGR:

20% and higher
(new store opening goals:

+30 shops/year)
2022 operating margin: 20%

B Duty free store sales

Others (incl. Hong Kong,
8.2 bil.

Taiwan, and Thailand)

AR LR PR AR AR L L
AR LR R AR R L L
LR R R R R RS

WAL LYY

2016 2017 2018 2019 2020 plans

22



O RB | S Initiatives Going Forward

Customer structure improvement, China market development for
Increased sales & profits

B Expand flagship products to strengthen product structure

g—y,

Brand value Functionality
ORBISU + DEFENCERA _ ‘
Product ’ { Product :
expansion Ratio of sales 30% & expansion | §
. i
New customer ratio 60%
s (FY2019 actual)
ORBIS CLEANSING CREAM ORBIS U ORBIS DEFENCERA WRINKLE
(Feb. 2020 launch) WHITE ESSENCE

(Sep. 2019 launch)

B Strengthen brand communication, experience (app, concept shops, personal proposals, etc.)

2020-2022 net sales CAGR: 2-3%
2022 operating margin: 20%

Foundation color analysis

|5 /%_

Concept shop: Omotesando, Tokyo
(Planned for June 2020)

B Expand customer touchpoints for China market development (duty free stores, etc.)




EEE P?c!'ﬁ) %%BSIS Initiatives Going Forward

Jurhque Improve business profitability, reduce fixed costs,
reduce losses

Optimize
2018 Reduce channels, Downsize 2019 Increase
Business one-off Gross profit Business  main office Operating business Fixed cost
losses cost decreased  restructuring functions losses profitability reduction Turn profitable
0
-1,000
-2,000 |
-3,000
-4,000
(mil. yen)
S Moving : o . .
2019 initiatives f | Increase business profitability Fixed cost reduction
; e orwar

¥ Business consolidation v’ Closures of unprofitable stores, v" Optimize business to reduce

towards restructuring strengthen e-commerce personnel
v' Concentrate on retail channels v Increase skin care ratio v Sustained reduction of main office
v" Fixed cost reduction for main v Increase income from directly-owned costs

office functions stores and department stores

ey . .

H20+ EC shift to reform business structure

Overseas brand

B Establish, implement web strategy through business plan
ORBIS Initiative Projected return to profitability

B Establish brand positioning (total ;Qrzzokz)rzands)
"Japan-designed Clean Skincare”

24


http://www.jurlique-japan.com/index.html
http://www.jurlique-japan.com/index.html

THREE

Initiatives Going Forward

Expand brand value promotional content

and increase customer touchpoints

Develop brand together with core fans Enhance growth and profitability

B Promote brand value

New content
development

ART/CURATION

- Promote Holistic Care |
Basic series innovation |

B Enhance customer engagement,

increase repeat customers

Link online / brick &
mortar
Closed strategy

Storefront customer
service
Improve counseling

|

g

B Accelerate expansion into Chinese
consumer markets

" Accelerate

Engagein
duty-free Expand mainland
shop cross-border China
new store EC markets
opening . *Evaluating

B Cost reductions to improve business
structure

Development

i SKU P
[ procurement L . care sales
-~ optimization =

process ratio

~Improve skin |

2020-2022 net sales CAGR: 5-10%
2022 operating margin: 10%
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Initiatives Going Forward

DECENCIA Reform structure to capture customers, increase profits

B Review investment domain allocation, build structure to generate search-based sales

v Increase new customers likely to become
repeat customers
Enhance engagement strategies for existing
customers

v" Offline promotions (skincare assessment at
department stores, etc.)

v Develop sensitive skin cosmetics that respond
to latent needs of customers

ayanasu

B Growth drivers in addition to domestic EC ISETAN Shinjuku Store wrinkle 071 concentrate

Ampititiiat
aveisw LM 1 ncrease brand awareness, expand customers

Brands under development

W v" Apply product strengths towards store :
PPy P gmsfowarcssore e business plan "™

openings and speedy overseas development

2021
I|'TRIM v Expand product categories and create brand Recover profitability for brands under
experience opportunities development

FIVEISM

THREE

v Foster enhanced culture and expand channels (New brand profitability to take 3-5 years)
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Initiatives Going Forward Research Strategy and New

sik POLA ORBIS _
Ahh HOLDINGS Business Strategy
< Business expansion steps to achieve sustainability >
Short-term Long-term
: N New value creation in the
Resolve current issues Expand commodities for beauty domain that
1. (Overseas expansion / new 2. existing businesses 3. transcends the cosmetics
material development) domain

. . About research
Apply advanced science and develop new domains s development expenses "~

v Expand new material pipelines, create new functional Ratio to net sales: 2% or more
Increase researcher personnel:

materials, research new dosage form
10 researchers/year
RCREEI(G ) v Joint research with domestic and overseas research labs

SIELE)A . Apply advanced digital technology
New value creation through open innovation

mirc t“rrc

multiple intelligence
research center

v" Promote innovation by utilizing research personnel (wandering researchers)

tie
research center

Create new business through CVC, alliance, internal ventures

New
WVSUESS v Use CVC searches for alliances with existing brands

strategy v' Use internal venture structure to continuously validate short-term costs of new businesses
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. About our policy on shareholder returns

POLA ORBIS

HOLDINGS

Further improvement in Capital Efficiency and Shareholder Returns

« Basic Policy »

With a policy of consolidated payout ratio of 60%

or higher, enhance shareholder return by
realizing stable profit growth

. FY2020 policy on shareholder returns

B Excluding commemorative dividend,
keep normal dividend

Purchases of treasury stock shall be considered
based on our investment strategies, as well as
market prices and liquidity of the Company’s shares

Annual ¥80

Interim ¥35, Year-end ¥45
Consol. payout ratio 88.5%

Dividend per

share
(Forecast)

Acquisition of Determine based

on business environment

treasury stock

- Transitions in annual dividends,

consolidated payout ratio

210.9%

160 /\b’\/

130.3%  140%

88.5%0120%
100%

80%
60%
40%
20%
0%

2013 2014 2015 2016 2017 2018 2019 2020
(ven) (plan)

mmmm Dividends Special Dividends —e— Payout ratio
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Highlights of Consolidated Performance
Segment Analysis

Progress of Mid-term Management Plan
Forecasts and Initiatives for Fiscal 2020
Appendices

29



~ POLA ORBIS -
X (Appendix) About POLA ORBIS Group

HOLDINGS

Beauty care is the core business of the Group, and

9 different cosmetics brands are operated under the Group umbrella

FY2019
Consol. Net Sales
¥219.9 bil. Overseas ~ Flagship Brands under
Brands | Brands . development
¥20,000 | ITTRI N it
High Prestiae : POLA ITRIM
84 ¥10,000 Jurlique! i FIVEISM
3 Prestige q | ET HREE o
%5? ¥5,000 | EDECENCIA
@ Middle-tier ~ . !
@ H20+ |
I 5<auty care business 98% i O R B | S |
¥1,000 ; |
Real estate business 1% Mass-market . |
Other businesses 1% POLA R&M
POLA CHEMICAL INDUSTRIES

(building maintenance business)

— Our strengths
B Meeting diversified needs of customers

B Multi-brand strategy

B Focus on skincare products m High customer repeat ratio

B Flagship brands, POLA and ORBIS own and operate B Strong relationshins with customers
through their own unique sales channels g P




(Appendix) Beauty Care Business Brand Portfolio

xkk POLA ORBIS
(44

HOLDINGS

Concept and products Main sales channel
— : ; B JP:Consignment sales through
P o L A = High .pres'uge skincare , Approx. Beauty Directors, department store counters
63% [ ] Leadlng—edge technology in ¥10.000 and online
. . aging-care and skin-whitening N i
Flagship Since 1929 fields or higher B Overseas:Department store counters, duty free
brands stores and cross-border e-commerce
) Approx. B JP:Mail-order (online and catalog) and
0 O R B I S B Aging-care brand to draw out N . }
23% people’s intrinsic beauty ¥1,000 directly-operated stores
Since 1984 ¥3,000 B Overseas:Online and cross-border e-commerce
B AU:Department store counters, directly-
. . Approx. operated stores and online
B Premium natural skincare brand .
4% Jurlique from }-{Justrali; I ¥5,000 B Overseas:Department store counters, directly-
Acquired in 2012 or higher operated stores, duty free stores and cross-
Overseas border e-commerce
Brands A
m Skincare with concept of pprox.
~ W
1% l"l P, 0+ innovation and power of pure ¥4'OOQ B US: Online, hotel amenities
water not sold in
Acquired in 2011 Japan
Ski de with | A B JP:Department store counters, specialty
u incare made with natura pprox. irectly- li
THREE ingredients from Japan and ¥5,000 .stoores, dlre'c[t)y operated stores and online
Since 2009 fashion-forward make-up or higher verseas:Department store counters, 5
duty free stores and cross-border e-commerce |55
()
. . . . Approx. 8
B High I k .
W 'gh prestige quality makeup ¥5,000~ B JP:Department stores and online 3
Brands Since 2018 from Japan ¥10,000 &
>
under B Premium skincare made from @)
0 By
develop 9% I T R I M finely selected organic Qggrgg@ B JP:Department stores and online o
Since 2018 ; ; ) —
-ment ingredients Z
%)
FIVEISM m Industry’s first men’s cosmetics Q;gg’(;i B JP:Department stores, directly-operated
A focusing on makeup ¥12.000 stores and online
. DECENCIA Approx.
*Sales ratio in the beauty care B Skincare for sensitive skin ¥5,000~ B JP:Online and department store

business as of FY2019 Since 2007 ¥10,000 31




POLA ORBIS (Appendix) Improvement in Capital Efficiency and
notbiNGs - Shareholder Returns

Bl b
bbb
bk

Initiatives to Improve Capital Efficiency

B Operating income CAGR10% %) ROE movement
B Achieve net income growth
EPS which is higher than operating 16.0 142
Target for 2020 (Earnings per share) income growth by decreasing ' :
ROE 12% : overseas losses 20
(Return on equity) BPS B Improve shareholder return
through dividends
(Book value per share) @ optimize balance sheet 8.0
B |nvestment for future growth
4.0
Achieved the target for 2020 at the year of 2017
0.0
2012 2013 2014 2015 2016 2017 2018 2019
Improvement of Shareholder Return
. . 210.9%
Basic Policy : 160
B With a policy of consolidated payout ratio of 60% or higher, 130.3%  140%
enhance shareholder return by realizing stable profit growth 120 88-504,120%
B Purchases of treasury stock shall be considered based on our 100%
investment stfategles, as well as market prices and liquidity of 80 80%
the Company’s shares 41 5% 60%
o 40 40%
Dividends forecast for FY2020: 20%
- Dividend per share : ¥80 0 0%
(Interim ¥35, Year-end ¥45) weny 2013 2014 2015 2016 2017 2018 2018 2020
- Consol. payout ratio : 88.5% mmmm Dividends Special Dividends —e— Payout ratio
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Aah b NGs . (Appendix) Long-term Vision
STAGES
Become a highly profitable
global enterprise
Consolidated
net sales STAGE?2 Goals for FY2020:
(bil. yen) \ *Consol. net sales: ¥250.0 bil. or higher
' Further strengthen domestic -Overseas sales ratio: 20%
STAGE1 earnings structure and *Operating margin: 13-15%
accelerate overseas expansion
Generate stable domestic
250.0 profits and create a successful | | FY2016 Results:
business model overseas *Consol. net sales: ¥218.4 bil.
*Overseas sales ratio: 8.7% Domestic and overseas:
FY2013 Results: *Operating margin: 12.3% Accelerate grOWth through M&AS
*Consol. net sales: ¥191.3 bil.
*Overseas sales'ratio: 12.2% : : Overseas:
*Operating margin: 8.4% | | Expand flagship br
| |
|
: : Domestic:
160.0 I I Achieve stable growth in Japan
' . | (CAGR of around 2%)
: :
| |
| |
| |
: : 2017 — 2020 Mid-term
. ; Management Plan
: :
2010 2013 2016 2020
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EEE POLA ORBIS (Appendix) 2017 — 2020 Medium-term Management Plan

HOLDINGS

The final stage of the long-term vision for 2020.

Aim to improve profitability in Japan, promote a solid shift toward overall profitability
from overseas operations and build a brand structure for next-generation growth.

Consolidated net sales Capital efficiency

B Consol. net sales: CAGR 310 4% B Target for ROE: 12% in FY2020
(¥250.0 bil. in FY2020)

Operating income Shareholder returns

B Operating income: cAGR 10% or higher B Consolidated payout ratio: 60% or higher

B Operating margin: 15% or higher in FY2020 from FY2017

Overseas

Strategy 1. Sustain stable growth of flagship Strategy 2. Bring overseas operations solidly into
brands to lead Group earnings the black overall

Strategy 3. Expand brands under development, create new brands,
pursue M&A activity

Strategy 4. Strengthen operations (reinforce R&D, human resources and
governance)

Strategy 5. Enhance capital efficiency and enrich shareholder returns
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xxx POLA ORBIS (Appendix) Beauty Care Business Results
Ahh HOLDINGS for FY2017 — FY2019 by Brands
FY2017 Fy2018 FY2019 2018 vs 2019 YoY Change
; Results Results Results Amount
Consolidated net sales 244,335 248,574 219,920 (28,654) (11.5%)
s 227133 231,207 214,886 (16321)  (7.1%)
net sales

Beally care 38,121 38,294 30,193 (100  (21.2%)
operating income : : : : :

A e a AN a A e e R E A AR AR AR R 8RR E AR R AR E AR AR AR H AR E e a R H AR AR AR H AR R AR AR E AR R R e H A e e AN A E AR RN n AR a N na s RN AN N R AR R RR RN R R a R
A E i a e e e A e a A E A AN AR AR H AR AR AR R E A E AR AR R AR H AR E A e e e H AR AR AR AR A H AR AR AR AR AN H A e e AR RN E AR RN R AR a N na e e RN N RN R R RR RN R Ra R rnn s

Brands under development 1,278 695 (794) (1,489)

Note : Consolidated operating income and loss for each brand are shown for reference purpose only (figures are unaudited)
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