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Presentation

Kitazawa: Hello, everyone. Thank you again for participating in this event as COVID-19 infections
spread. First of all, I would like to introduce 2 topics of the first half of the year.
First, the China business. At the 618 Shopping Festival in China, our sales were almost the same as
in the previous year. This is because last year's sales included 'revenge consumption,' so even if this
year’s result was on par with the previous year's sales, it was not a bad result.
They were 138% vs the result in 2019, far from being bad.
In addition, in Jingdong's sales rankings by product category, our nursing bottles and skincare
products were ranked first, respectively, with the rankings unchanged from last year and the year
before last. In addition, we continue to be ranked in the top ten for overall baby and mother care
products among the total of Taobao and Jingdong. We believe that Pigeon remains highly competitive
and holds a high market share. However, as you can see from the rankings, compared to last year,
there has been a change in the names of the manufacturers, which also shows a change in the
market environment in China.

2/23

Pigeon Corporation Summary of Results Briefing for the Q2 of the FY December 2021

This shows the Lansinoh business.
In June, Lansinoh launched its first line of new products in a long time, the products for prenatal and
postnatal care. Since they were released in June, there has been only a small number of items, but
the response from retailers has been very positive. In Germany, in particular, sales have been
performing very well.
Lansinoh plans to increase the number of new products during this year to next year, so we have
high expectations for them.

3/23

Pigeon Corporation Summary of Results Briefing for the Q2 of the FY December 2021

Next, I will report on the business results for the first half of the current year.
To put it simply, sales were 103% of the year-before result. Operating income was 95.9% of the yearbefore level. Compared with the plan, sales were slightly lower than planned, while operating income
was almost in line with the plan.
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Next are the results by business unit. As the company has changed its accounting standards from
the current year, the previous year's results here are based on a re-calculation using the same
accounting standards as the current year.
The Japan business was 96.1% of the prior-year level. The China business grew, posting 115.6% of
the year-before level. The Singapore business was 93.5%. The Lansinoh business was 98.7%.
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Next, I would like to explain each of the business units. For those businesses where sales have fallen
below the previous year's level, the reasons for this are very clear, and the measures to be taken are
also clear.
First of all, as for the main reason for the decline in revenue here is domestic babies and mother care
business. There was still inbound demand for about 1 month and a half at the beginning of last year,
so the hurdle was high. In addition, in the first half of last year, there was a large amount of sales
from special demand related to COVID-19, such as for disinfection, thermometers, and wipes. So
these were the factors behind the YoY decrease this year.
Sales of baby skincare, baby oral dental care, and baby food increased YoY.
As for new products, sales of nursing bottles with new designs and electric toothbrushes were strong.
There was also an electric nasal aspirator that was released last year, although it is very expensive
at around JPY15,000. I think it is very encouraging that these high-priced products have started to
grow steadily.
The gross profit margin improved by 0.5 point due to a decrease in the overall composition of
consumables.
For SG&A, sales promotion expenses increased due to a strengthened promotion campaigns for a
new stroller model, the NautR, and other products.
In the health and elder care business, as we explained in the 7th mid-term plan, we have been
reviewing the product portfolio. This has contributed to an improvement in the gross margin of the
Japan business as a whole, with a higher proportion of sales coming from higher-margin in-house
products.
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Next, in China, sales in mainland China alone grew to 110% of the prior-year level on a local currency
basis, representing double-digit growth.
By product category, sales of nursing bottles were 105% and those of skincare products grew
significantly to 139%. The ecommerce ratio increased by 1 pt YoY to 65%. New products, such as
nursing bottles of limited design editions, avocado-based skincare products, which is exclusive to the
offline channel and hot spring-based skincare products, performed well.
The gross profit margin decreased by 0.8 pt due to changes in the product mix.
In addition, as is the case with the entire Group at the moment, we are trying to use R&D expenses
as aggressively as possible, so SG&A expenses increased.
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Next is the Singapore business.
Needless to say, lockdowns in various countries have affected sales and manufacturing in the region.
In particular, I think we can say that the lockdowns in India, Malaysia, and Indonesia had a
considerable impact on our performance. In addition, delays in shipments due to container shortages
have occurred in various regions of the world.
On the other hand, it was difficult to sell our products through our existing offline channels in India,
but sales through ecommerce grew sharply and overall sales increased to 137% of the year-before
level. Malaysia was also in a similar situation, and sales grew to 134% by expansion of ecommerce.
As for gross margin, especially production at our Thai plant declined due to the decrease in inbound
demand in Japan. As a result, the gross profit margin of the Singapore business declined by about
2.9 pt.
In addition, although it was amid the COVID-19 pandemic, we were actively spending necessary
sales promotion expenses, so there was an increase in advertising and promotion expenses.
The Lansinoh business. Main reason for decline is in North America, this is due to the impact of
backlogs caused by buyers' circumstances, although orders were not affected. The impact on sales
is in the order of several hundred million yen. By region, Germany and Benelux have been performing
well.
As I explained earlier, Lansinoh has started selling the new product for prenatal and postpartum care
and sales have been doing very well.
Also, the Lansinoh business division tends to spend a lot on development, so that part of SG&A
expenses increased.
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In China, skincare product sales were performing very well, 139% YoY. The reason for the strong
performance was in new products.
An avocado-based skincare series is an offline-only skincare product. According to the prospect at
the moment, we may be able to see a new million sales by the end of this year.
Then there is a hot spring-based skincare series made by our Fuji factory in Japan. We just
announced the product in June, so we are yet to see a large quantity of shipment. This is a very highend product with an average price of JPY2,000 a unit. We have very high expectations of the product.
Other new products include the Yuzu citrus-based skincare series that we announced in June. This
has been very pleased with the response and we expect it to contribute greatly to sales growth in the
second half of the current year.
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This shows sales by region of Pigeon Brand based on local currency.
First of all, China grew 10%, India 37%, and Malaysia 34% YoY. The biggest dip was shown in
Indonesia, which was directly affected by COVID-19. The situation contrasts with the year-before
period, when there was not so serious impact from the pandemic.
In addition, the top figure for South Korea was down 32%, but this was partly due to the balance of
inventory. In fact, since sell-out figures from distributors have grew 3% to 4%, I believe that sales will
be able to fully recover by the end of the year.
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Next are sales by region of Lansinoh based on local currency. In Germany, France, and Turkey, sales
grew very strongly.
The 46% decline in China. Lansinoh China has a high proportion of consumables sales, and
intensifying competition from local brands has been a major factor in the decline in sales.
The 2% decline in the US is actually due to the backlog of orders for the buyer's convenience. If we
assume that there had been no such backlog of orders, sales would have grown around 3%. I believe
that this will eventually recover.
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Next is the balance sheet.
Cash and deposits decreased by JPY1.8 billion from the end of the previous year. Inventories
increased by about JPY1.9 billion. I think the cash balance will improve as inventories decrease due
to sales recovery.

12/23

Pigeon Corporation Summary of Results Briefing for the Q2 of the FY December 2021

At our company, next year, we will have to start formulating the next Mid-term Business Plan. In this
context, I would like to talk about the major directions today.
Particularly in China, we will launch new nursing bottles and nipples around September. In Japan the
launch will be around next April. I believe that the launch in Southeast Asia will start in July next year.
We focus on nursing bottles and skincare products as the most important categories for the future
and invest resources in them.
In the case of our company, nursing bottles were originally our founding product, and we have a long
history of research and development, so we have a strong competitive advantage. This category is
also highly profitable and makes the highest contribution to the Group's total gross margin, so we
believe that by strengthening them, we will be able to improve our overall profit margin. In addition,
since they have very strong brand power, I believe it is easy to sell them.
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Pigeon's share of the global market for nursing bottles and nipples is currently about 11.2%. We
would like to increase this to 15% by 2025, the final year for the next Mid-term Business Plan.
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Next, the second most important category is skincare.
As I just introduced, we achieved sharp growth in China by concentrating a number of new products.
The global skincare market is said to be much larger than that for nursing bottles and nipples. I hope
that by aggressively developing this area, we will be able to increase our company's performance.
In addition, our strength in skincare is our development. Factories in China and Fuji(Japan), have
been proceeding with research and development on their own. At the Fuji factory in Japan, they have
made considerable progress in R&D, so I believe that they will be able to come up with quite unique
products in the next 2 to 3 years in Japan Business. We will disclose specific figures when we
announce the next Mid-term Business Plan.
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Here is a graph showing the number of births in Japan and sales of baby and mothers care business
in Japan. Although the number of births peaked in 1973 and has continued to decline, we have been
able to maintain sales and improve profitability by strengthening in-store activities, entering new
categories and strengthening our product range by adding more value.
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Likewise, in China, the number of births has not increased since 2008 and has continued to fall over
the past few years, but sales in China have been growing steadily. There is much more room for
improvement in market share in each category in China than in Japan. By increasing our market
share and expanding our product categories, we believe that we can continue to grow our sales in
China.
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We will launch a large number of new products in the second half.
As I explained in the Mid-term Business Plan, we have increased our investment in R&D, and I believe
that this will gradually come to fruition. In the second half, we plan to launch more than 200 SKUs of
new products in total.
In China, in addition to the skincare series I mentioned earlier, we have collaborated with ZOJIRUSHI
CORPORATION to launch stainless steel warming cups. And we will start to sell new nursing bottles
and nipples in September.
In Japan, we launched our first baby bouncer in July. We asked Mr. Naoto Fukasawa, a prominent
product designer, to design the product. We are now selling the product exclusively through Akachan
Honpo Co., sales are far exceeding our plans.
In Singapore, we launched the Protéqua, a skincare series. This is mainly for the protection of skin,
and we will launch a botanical skincare series as new skincare series in the second half. I believe
this will be sold in the whole Southeast Asian region.
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We plan to launch a number of new products in each of these areas in the second half of the year.
Despite the impact of the spread of infectious diseases, there has been an improvement since the
previous year in areas such as India and Malaysia, and we expect factory operations to recover once
the spread of infectious diseases going to stop. We did not revise our initial targets for the fiscal year.
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As for the dividend, we have not changed our initial dividend forecast of JPY37 per share.
That is all for the explanation. Thank you very much.
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Question & Answer
Q&As are summarized by Business segment.

[Overall]
Q. How did the overall performance in the first half compare to the internal plan? Did you make
any cost reductions to secure operating profit in the first half?
A. Both sales and operating profit were almost in line with the internal plan. Regarding to SG&A
expenses, we have continued to invest aggressively in R&D this year, and we did not reduce what
we need to spend for growth. On the other hand, in the first half of the year, due to the impact of
COVID-19, we were not able to carry out some activities as planned, and as a result SG&A expenses
in these areas fell.

Q. Inventories on the balance sheet (B/S) have increased, are there any major problems with
inventories?
A. In the current fiscal year, the global shortage of containers and soaring ocean freight rates have
become major issues. In the case of Lansinoh, for example, most of the stock is offshore. Therefore,
as it will steadily decrease once the shipments have arrived, we do not expect any problem. We know
there is a little more of offline inventory in China, but we don't find any big problem that needs to be
addressed.

Q. Pigeon is planning to launch more than 200 SKUs as new products in the second half of
the year. How much is this a large number compared to previous years?
A. 200 SKUs of new products in the second half of the year for the Group as a whole is considerably
more than in previous years. While it is difficult to develop products as planned due to the impact of
COVID-19 and other factors, it is very encouraging that we are able to launch many products in the
second half alone. I am particularly encouraged by the fact that new products developed by our
Singapore business, which is responsible for Southeast Asia, will be launched one after another.

Q. Could you tell us about the new high-end model wide neck bottle that will be launched in
the second half of the year?
A. The most important feature of the new nursing bottle is that it is even closer to the structure of the
mother's nipple than the current model. The nipple that comes with our new nursing bottle is based
on further research into the sucking behaviors that babies make when they take breastmilk from their
mothers' breasts. In order to achieve a more natural sucking motion, the nipple material was also
reviewed. It was very difficult to mass produce, but we believe that this difficulty is a high barrier to
entry for our competitors. We plan to launch the new product in China in the second half of this year,
ahead of the rest of the world. In Southeast Asia, where the proportion of wide neck bottles sold is
lower than in China and Japan, the new product will help to accelerate sales of wide neck bottles and
improve the Group's overall profitability.
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[Japan Business]
Q. What are the reasons for the decline in sales in Japan in the first half of the year? Also,
how does this compare with the internal plan?
A. Domestic Baby and Mother Care ("Domestic BM") accounts for approximately 70% of the total
Japan business, and the main reason for the result is that sales in Domestic BM declined by ¥600
million year-on-year. The main reason for the decline in domestic BM sales is that sales of
consumables such as wet wipes and cleaning and disinfecting products, which were in special
demand due to last year's Covid-19 disaster declined by ¥800 million year-on-year. However,
quarterly sales of domestic BM were ¥600 million lower in Q1 alone year-on-year, quarterly sales in
Q2 alone was slightly higher year-on-year. Sales of Japan business fell short of the company plan,
partly due to a voluntary recall of baby strollers, but the business is progressing positively compared
with the previous quarter and we will aim to make up for this in the second half.

Q. What is your forecast for the second half of the year for the Japan business?
A. We have high expectations for wipes and high-priced products. In the first quarter of the current
fiscal year, we began selling wipes in the premium segment, but we struggled due to a reaction to
the special demand for COVID-19. In the second half of the year, we expect the backlash to settle
down and sales to grow. Regarding to high-priced products, in addition to our existing electric nasal
aspirators and baby strollers, we launched a new bouncer last month. With a retail price of around
25,000 yen, the bouncer is one of the most expensive products in the category, but it got off to a good
start. It may be difficult to recover all of the decline in sales in the first half, but we expect second half
to be stronger than the first half thanks to a series of new products and growth in high-priced products.

[China Business]
Q. How was sell-in in mainland China in the first half?
A. Sell-in in mainland China was up 10% year-on-year in local currency terms, and ended the quarter
up 8.5% year-on-year in Q2 alone. Seeing that last year's revenge consumption, it was a big hurdle
for us, we believe that the results for Q2 this year are not too bad.

Q. What is the reason for the 0.8pt decline in the gross profit margin of the China business?
A. In the first half of the current fiscal year, sales of skincare products have been stronger than sales
of nursing bottles, increasing by 39% year-on-year. The profit margin on skincare products is not as
high as that on bottles/nipples, so the change in the product mix led to a slight decline in the gross
profit margin.

Q. How was sell-out in mainland China in the first half?
A. Sell-out in mainland China was -7% y-o-y in local currency terms and -14% y-o-y in Q2 alone. The
Q2 alone ended at around 14%. Last year's Q2 saw strong post-COVID-19 revenge spending, and
demand for the 618 event and other events was strong. It is difficult to make a simple comparison
because demand for events was higher than usual. For example, a comparison of the Q2 of
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2019(before COVID-19) and the Q2 of this year shows that sell-out in the Q2 of this year was 14%
higher than in 2019, a double-digit increase.
In terms of the composition of sales by channel, online sales accounted for 65.2% and offline sales
34.8% of total sales in the first half. Online channel sales were -4.6% and offline sales were -11% yo-y.

Q. Please tell us about the performance of your mainstay product, nursing bottles in China
and the competitive environment in the market.
A. Sales (sell-in) of nursing bottles, our main product in China, increased by 5% year-on-year in the
first half and by 1.1% year-on-year in the Q2 alone. A comparison of the Q2 of FY19 (before COVID19) alone and the Q2 of this fiscal year alone shows that sales of this Q2 grew by more than 20%.
We believe that the nursing bottle category is growing steadily.
We estimated market share (in terms of value) was 44% at the end of the second quarter of the
current fiscal year, maintaining the 44% share at the end of the previous fiscal year in the nursing
bottle category. Although competition in the nursing bottle category has become fierce due to the
revitalization of Asian brands, we are still ranked No. 1 in the category in this year's 618. In the second
half, we plan to introduce a new nursing bottles at a higher price than the current model, and we
expect our market share to increase in the second half.

Q. What is the price range for the new nursing bottles to be launched in the second half of the
year?
A. We think the retail price of the new nursing bottles could be as much as 20% higher than the
existing product. In the nursing bottles market in China, Asian brands are replacing the famous
Western brands. In particular, the prices of some bottles of Asian brand are higher than ours so we
think that we can raise the price of our new products to a certain extent. We expect that this increase
in unit prices will further contribute to the growth in sales and profits of our China business.

Q. How do you view the media coverage of the "three-child policy"?
A. We see China's 3-child policy as a positive thing. The last time the policy was changed to allow a
family to have up to 2 children, the number of births began to increase after 2 years of decline before
that. We believe that this policy change will surely have an impact similar to that. We expect that the
Chinese government will come up with specific policy measures other than the current tax exemption
and so on.

END
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