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Presentation
Murai: Thank you for your attendance today. Allow me to start today’s financial results presentation, covering
the third quarter.

Here are the consolidated operating results as of the end of the third quarter.
In Japan, hair coloring products and Premium Brands performed very well, despite the re-expansion of COVID19 and other factors.
Overseas, in China, business was significantly affected by various regulations still in place, but regions such as
South Korea, the US, and other regions performed well.
The effect of the weak yen also contributed to the overall growth of the overseas business.
In terms of profit, it was affected by the rise in raw materials costs, and in the current fiscal year, the operating
income margin was somewhat affected by expenses related to the China Factory and overseas R&D expenses.
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Now, let's move on to the next page, which shows sales by product category.
As you can see, the hair care products showed a 9.8% increase in sales.
Hair coloring products were doing very well, so the need for hair care, such as protecting color-treated hair,
has increased considerably.
Therefore, among the Premium Brands, Aujua’s new product line has not been as successful as expected, but
Global Milbon continues to do well, and I believe that its new product has also boosted the business
performance.
As for the Premium Brands, milbon:iD is making progress. The number of registered stores has reached 4,566
salons, with 363,000 registered members.
As for the Professional Brands, they are performing well with a 5.6% increase.
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The next page shows the status of new products.
As I mentioned earlier, the new Aujua products were very good in the previous fiscal year, but the results this
year have not been as good as we hoped as we were not able to gain everyone's support for them.
Global Milbon's Enhancing Vivacity is doing well.
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We are looking at the overall Aujua results, and as you can see, the number of salons is increasing, but sales
are growing rather slowly, partly because the new products are struggling.
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Next page, Global Milbon.
As I mentioned earlier, new products are doing very well here. The number of salons here also grew strongly
with a 14.2% increase, and sales also increased by 30.5%.
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Then we have hair coloring products.
It continues to perform very well and grew by 14.7%.
In Japan, ORDEVE Addicthy continues to do well, and the new product ENOG is doing well. Domestic sales of
hair coloring products increased 11.9%.
Sales of hair coloring products have been particularly strong overseas, especially in South Korea, where the
hair coloring ratio is very high, and overall overseas sales of hair coloring products increased 22.9%.
Also, we are promoting SOPHISTONE in the US, and we are making good progress in creating touchpoints.
Although the sales have not yet grown much, we believe that it has a promising future.
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ORDEVE Addicthy first debuted five years ago in FY2017, continued to perform well with a 16.7% increase.
The new product ENOG is progressing well.
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The next page is Villa Lodola.
We believe that the number of salons and sales are also shifting in a stable manner.
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Villa Lodola COLOR shows a 10% increase, and we are introducing a new product called COLOR PALETTE, which
has just begun. The progress rate is still 45.2%.
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Then there is cosmetics, which I am sure you are all expecting in the future.
In a situation where it is still difficult to provide in-store touch-ups to customers, sales have not achieved the
expected results, because new products for this fiscal year need some time before they are accepted.
It marked a negative 6% growth compared to the previous year. However, we have made various efforts for
this area, such as making the starter kits easier to introduce, and these efforts are gradually beginning to show
results. For the current fiscal year, we believe that it will manage to secure results like the previous year’s
level by the end of the full year.
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The next page shows the status of iMPREA.
The number of salons increased by 19%, and sales decreased by -6%.
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The next page is consolidated statement of earnings.
As I mentioned earlier, the cost of raw materials has increased more than expected. The effect of weaker yen
was positive, and with the increased production effect added, gross profit was quite above last year's results
until Q2, but it has now settled down to the level of the previous period. It is 65.9%, exactly the same ratio as
in the previous period.
Now we’ll look at SG&A expenses. The ratio has slightly grown.
Personnel expenses have increased due to a number of factors, such as increased staffing and salary increases.
The amount allocated to R&D expenses is also increasing.
In addition, since the China Factory has not yet begun full-scale manufacturing as of this fiscal year, the
expenses for the factory and overseas R&D have increased compared to the previous fiscal year.
So, as a result, the operating income margin is 17.5% from 17.9% last year.
The ordinary income margin increased due to foreign exchange gains from weaker yen.
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The next page is consolidated trends in capital expenditures and R&D expenses.
We had JPY5 billion planned for capital investment for the current fiscal year, and it may seem that we have
not made much progress as only less than JPY2.9 billion has been invested from January to September. In fact,
we had planned to acquire land for a training center and we acquired it in the current term for JPY1.4 billion
instead of the planned JPY2 billion. So, there was a gap in the amount, which we will not use this fiscal year.
In addition, there are some items that are behind schedule, such as digital-related systems, so we estimate
that the total cost will probably be negative by about JPY1 billion against the plan for the current fiscal year.
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Now to trends in Fieldpersons & market related data.
As I mentioned at the last briefing, we have been considering various ways to present the results to convey
productivity and other factors in a true manner.
In conclusion, we have decided to show the average number of employees at the end of each quarter,
considering the fact that some employees come and go during the term, instead of showing the number of
employees as of January 1 during the term.
We started with last year's results, and the figures for 2022 were previously as of January 1, but this time they
are the average of the Q1, Q2, and Q3 figures. This is the reason why the numbers are shown after the decimal
point.
And, as for Japan, this is the same as before, but we don't count them as personnel while they are on
Fieldperson training.
As for South Korea, the first three months of the new employees will be a training period, so we have decided
that the new employees will not be added to the staff count for the first three months for South Korea among
overseas countries.
We believe that the personnel transition is very close to the actual situation.
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The next page is consolidated net sales in Japan and overseas.
As you see the numbers, again, there is actually quite a few positive effects from weaker yen.
As I mentioned at the beginning, South Korea is doing well and the US is also doing well.
The other regions also showed very high growth, with a 60.8% increase in local currency base. However, this
is partly due to last year’s lockdown after the COVID-19 pandemic, particularly in the Southeast Asia region.
So, we have to take this fact into account, but in terms of the amount of increase, it has had the largest growth
among the four categories we are presenting overseas.
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The next page is consolidated operating income in Japan and overseas.
As expected, business in China is still in a deficit due to the lockdown and other factors that continue to make
the situation difficult. However, as I mentioned earlier, in China, there were expenses incurred this fiscal year,
such as expenses for R&D and the China Factory, since the factory was not yet in operation.
As for the US, we continue to see a deficit, and we believe it will take a little more time to be in the black.
As for South Korea, business is very well, with an operating income margin of 34.7%, which is a very high level.
As you saw earlier, there was a time in South Korea when we were a little short of personnel, but we have
been focusing on increasing the number of employees from this year, and we believe that the operating
income margin will gradually settle, rather than have a high figure like this.
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The next page is the outlook of overseas subsidiaries.
First, the US. Perhaps some of you have already noticed that the sales growth in Q3 was a little smaller,
because there were various logistics-related problems that caused shipments to stop.
Therefore, total sales will increase in Q4, so it is not necessarily a negative figure, but the results up to Q3
were affected by this.
In the area of hair care, Global Milbon continues to do well, and we have been developing a Premium Position
since September. It says it uses a social networking site for luxury branding, and the effect has been positive,
and we are off to a much better start than we expected. We hope to see more of them in the future.
Now, to China. Activity continues to be restricted by the zero-COVID policy in the country, which is beginning
to affect the economy. It will need to be monitored.
In the salon industry, too, the impact is beginning to be felt, as visits to high-priced salons are becoming less
frequent.
Amid this, we are making proposals to salons on how salons should manage their activities in the future, and
although the figures do not yet show it at this point, we believe that sales will grow steadily after the zeroCOVID policy is lifted.
The Global Milbon Premium Position in hair care is also very highly received, and we will be working on various
ways to expand our salons in China.
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Production of some hair care products began at the China Factory. We started production of Elujuda first, and
we have high expectations for the future production at the China Factory, which will undoubtedly support
future growth in the country.

Next is South Korea.
Things are going very well here, and the first highlight is the steady growth of our mainstay hair coloring
products.
Then there is high support for ORDEVE Addicthy that meets market need for hair coloring using bleach.
In the area of hair care for color damage, Aujua, Global Milbon, and others are also steadily expanding their
salons.
Then, we started the South Korean version of e-commerce platform in August.
We believe that this is a very important initiative for building the future market. Although sales are still small,
we believe that we can expect a lot in the future.
Now, I will finish my presentation.
[END]
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