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Growing as a company working to
make the world a better place



The world’s first ‘Mutenka’ cosmetics FANCL

FB®RE,
wspaper article at the time

The late 1970s saw a rise in serious skin problems PR AT

caused by cosmetics

Harm from cosmetics became a major social issue.

—The cause was found to be preservatives and
other additives used in the cosmetics

D 4

This inspired the development of cosmetics completely
free of additives that cause stress to the skin

enabled the development
of larger capacity products
with the same unwavering
commitment to Mutenka
ingredients

N 4
(The birth of Mutenka cosmetics

launched in 1982 (5m|) 193-’2 iQQé 1‘998 2002 2007 ‘2015

presen/atives fragrarices
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Creating a market for supplements FANCL

O AR
DDEO

In 1994, nutritional supplements History of progression in supplements research
were unaffordable.
— In the interest of people’s health Early
we sought to find a way to offer these  stage :
products at a reasonable price

Launched in 1994
) 4 ‘@ with 28 products

We pioneered the use of the term Expansion Independent development of ingredients

“supplements” which was period Enhancement of evidence-based

unfamiliar to the Japan market at

the time, and began offering

high quality supplements

at low prices

Support series,
which is based on
scientific evidence

Develop Inner Body Effectiveness Design

v t Development of Foods with Functional
me_n Claims
perlod Development of Personal Supplements

(Creation of the supplement market)

Personal Supplements
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FANCL's strengths



FANCL's philosophy FANCL
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I Founding Philosophy

Eliminate
the “Negatives”
with a Sense of Justice

I Corporate Philosophy

“Can Achieve More”

The FANCL Group is a corporation that truly cares for
people. FANCL has strived to eliminate customers’
negative experience and pursue gentleness, safety,

and assurance of its products. We always put
ourselves in customers’ shoes and the happiness of
our customers forms the basis of everything we do.
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Trust in the FANCL brand FANCL

O AR
DDEO

Trust in the FANCL brand built from

our sincere attitude towards customers

Having the confidence to not sell a product

Having the confidence to not sell a product does not mean it is
okay if products don't sell.

It is about taking the perspective of the customer, recommending
products that you believe they really need and avoiding selling
them something that they don’t need.

It is about helping a customer to purchase a product that they

really need.
L]
-|‘| -

> 8 In other words, it is about developing a relationship of trust.
\Nf The words of Kenji Ikemori,

FANCL founder
FANCL
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Business model: R&D manufacturer with direct sales FANCL

@Two major businesses:
Cosmetics and Nutritional Supplements

@0nline and catalogue sales and Direct
store sales make up 75% of total sales

O f

J_—I:EDDEO

@Integrated research, production
and sales

- Research -

Eliminating “negatives”
through technological

Overseas sales Online and catalogue sales | . T Innovation
Other
6% (Including online sales 53%)
Wholesale sales
FY Mar/2019
18- / - Production -
DI sonenans | «1DD 4 ittion | s |
Qeneral supermarkes, other suiness | ¥ «“F billion = Business Relentless pursuit of safety
l 36-; 58+ and assurance

¥12.3 billion

Direct store sales

36% | = “J

FANCL 215 stores
ATTENIR 22 stores

% As of 31 December, 2019

Online and
catalogue sales

- Sales -

Direct store sales A variety of sales channels

Wholesale sales Strengths in BtoC

Overseas sales
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Independently-developed core IT system FANCL

O FE
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Comprehensive response to customer needs enabled by core IT system

IT infrastructure rebuild sligls Speed Low cost
flexibility
~2014 FIT_prOJECt launched (Case study) Apr. 2019 launch of new
=2016 Online and catalogue system Members Service
=2018 Direct Store, web system ~ Improvements
*Revision of point system
*Revision of loyalty customer Development period
program -
*Revision of shipping cost Only Six Months
Ecommerce standards, etc.

IT/System cost

IT cost as
a % of sales 3-8% > 1.8%

py3.1bn 30% down
\ Py2.3bn

Creation of omni-channel environment EY Mar/2014 EY Mar/2020

©2020 FANCL CORPORATION All Rights Reserved 5

Telephone
helpdesk

New core IT system

Direct store
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R&D structure FANCL

O A
oo BHo

® Since our founding, as an R&D-focused manufacturer, we have strived to eliminate “negatives”

11982 51994 1 1995 :1999 1 2016
'gLaunched the i Launched sales of Established Health | Established Central Research! Established Second Laboratory,
iworld’s first supplements i Science Research Institute (currently: FANCL positioned as a research center
Mutenka cosmetlcs Established Cosmetics | Institute i Research Institute) i for technological innovation
é i Research Center ; ’ ’
@ O O
= 4,,
b ~, =
B '\
An early Mutenka s‘ N\
base cosmetics ' y
product
Trends in R&D expenditure Researchers
(Unit: Millions of yen) s RD dit =9 of sal
4,000 - eepenaire POTE csow 200 researchers
3,000 - [ 200 (Including 22 professors,12 chemists)
2,000 - - 20%  Registered patents
1,000 -+ - 1.0%
o - 00% In Japan 407
&) $ Q o N & ) A o
O S S O N N SN >
A\ L U\ U\ LA LA LA ¢ i
A e M A AU M MR A Outside Japan
& @Q 4$\ 4%\ %Q 4$\ 4%\ &Q 4%\ p

*As of end of Jan. 2020

©2020 FANCL CORPORATION All Rights Reserved 1: ;



Strengths in formulation research FANCL
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® Only a small number of supplement manufacturers conduct in-house formulation development

Supplement R&D flow

Ingredient selection Formulation development Production

FANCL

In-house
Formulation production
Processing (excludes a small
method number of products
. that are outsourced)
Basic Development
research
Product
planning
OEM partner
Typical supplement manufacturers Formulation
development,
production

©2020 FANCL CORPORATION All Rights Reserved 17



Supplements: Formulation technology
“Product Efficacy in our Body” - CoenzymeQ10 FANCL

O fE
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The pioneer of Product Efficacy in our Body

Research on the optimal composition balance to achieve mutual enhancement of both
the sustainability and the absorbency of each individual ingredient
Example: Coenzyme Q10 fine emulsion process
Improving absorption - fine emulsification to a nanolevel when in contact with water,
making it easier for the body to absorb 1400
Absorbency up
Standard product FANCL product A 1M0F | 20% T
*compared to
- o standard products
= ———— e e 1000
>
o
8  a=oof _
Q| ~ Coenzyme Q10 using
= fine emulsification
© S process
55 &00F
GRS
Sel aoof ) S
(&S] ey oenzyme usin
8 ‘9' standa%d ’
OO z2a0f manufacturing
process
Not easily soluble  Quickly mixes with water, 0 .
in water meaning easy absorption Prior to intake After intake
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No. 1 share in food with function claims market FANCL
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A system in which a product’s functionality can be displayed on its
packaging if the manufacturer presents scientific evidence of its
functionality

The system of Foods
with Function Claims

Food with Function Claims (supplements) Methods used to acquire evidence of food with
market share functional claims
FANCL Overall
market
FANCL.: "
Research review
No.1 (SR) 62% 92%
(17.8%)
Clinical trial
e S w2 E . Total 100% | 100%

-‘-, "‘ %
il - BEBERST ) REEFEHOTIC F=

MEEH -~ B = b

¥E‘lhr“/

AhEN
—l

X As of 31 December,2019

Evidence acquired via clinical trials with high

Fujimi Keizai “HB Foods Marketing Manual 2019” registration hurdles. Successful differentiation
No.3 Food with Function Claims Market Analysis — Health Food/Series from other companies

Supplements: Fiscal 2017 Results by Monetary Amount
©2020 FANCL CORPORATION All Rights Reserved 1:5



FANCL's growth strategy



From structural reform to a regrowth trajectory FANCL

FE®@EB,
Growth foundations solidified through management reform. Significant improvement
in profitability in accordance with sales growth

FY2013-2015: FY2016-2018: FY2019~2021 Bilions oryer
Structural Advertising-led ,\ianzlgs#gjg:;nn
reforms growth strategy ACTION 2020 Operating
Sales income
1,500 + ROE 1,400

1,310
1, 224 200
1,200
1 090 13.5%
1,010 963
908 150
900 - 828 811 77 85%
6 7.3%
100
600 6% o
.2% 50
z . I 0.7 %
. (o]
(o)
300 T T = A2|9 /(' T T . T T |

FY2020 FY2021
(Plan) (Plan)

FY2007 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019
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VISION2030 FANCL

O mE
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VISIONZ2030

Make the world healthier and more beautiful

Towards 2030, the FANCL group aims to launch business ventures in a range
of areas. In each business domain we aim to support customer lifestyles full
of beauty and health, not only in Japan but on a global scale, as a corporate

group that customers can trust and rely upon

Cosmetics —— Health foods ——
High quality, safety and Products with proven
assurance functions

—~——

Supporting customers' beauty, health, and prosperity

Helping people around the world to “extend their healthy life expectancy,” reduce
medical costs, and become a company that is even more trusted and loved by society

©2020 FANCL CORPORATION All Rights Reserved 16



Cosmetics Business (FANCL Cosmetics) FANCL

FE®S,

Realizing growth far exceeding the market, backed by a strong customer base

Sales of FANCL Cosmetics and trends in the cosmetics market

FANCL sales (compared to FY2013) Cometics ket
(Mi”iOﬂS of yen) (Compared to FY2013)
70,000 I FANCL Cosmetics Cosmetics market FANCL Y61.7b - 200%
./bn
60,000 CAGR +7.6%
- 160%
50,000 . I
40,000 ¥371bn - - - - - 120%

" .
30,000 Cosmetics market
approx. ¥3tn - 80%
CAGR approx. +3%
20,000
- 40%
10,000
0 0%

FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
(plan)

©2020 FANCL CORPORATION All Rights Reserved 17/



FANCL Cosmetics: “Diversifying the brand” FANCI_

O AR
DDEO

*FANCL’s domestic sales reached approximately ¥55 bn, and the scope for growth as a single brand has narrowed
= Cultivate new target segments by offering sub-brands to age groups where current customer numbers are lower

Customers by age bracket

Domestic Overseas Japan’s female population
(area chart)

FANCL
Prestige Beauty BOUQUET

60's~

AND MIRAI

Around 30 years old

ovaa ||
1INy

Price range

AND MIRAI

(Around 30 years
old)

“ “ O ax D W™ % O & % O
Vo I\ G RN S N T A S AT NN
F i S S S
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Supplement Business FANCL
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Achieving growth greatly exceeding the market,

driven by success of foods with function claims

Supplement business sales and supplement market trends
FANCL (compared to FY2013)

Supplement sales

Supplements market

Millions of

(Millions of yen) g supplement sales Supplement market  FanCL (compared to FY2013)
50,000 CAGR+8.1% YA 8pn 200%
45,000

Launch of the system
40,000 of foods with function - 160%
35.000 claims
30,000 | ¥26.6bn v - . - 120%
-0~ = ]

25,000
Supplement market
20,000 - 80%
approx. ¥1tn
15,000 CAGR approx.
10,000 +29 - 40%
(o}
5,000
H BN -

FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
(plan)

As supplement usage rate is only 30% of the Japanese population,
there is still significant room for growth

©2020 FANCL CORPORATION All Rights Reserved 15




Domestic supplement market

FANCL

O AR
DDEO

*Expand the range of people who take supplements, and promote the development
of products and services according to each individual’s approach to healthcare

[Personalized support]
Support tailored to
individual health needs

Deep

[Reinforcement of existing businesses]
Development of star products, utilizing
the system of foods with function claims

[Acquisition of trial users]
New food and beverage product proposals
in collaboration with major food companies

Health
initiatives Wide =———>

. BRICERY U surnoy

Personal ONE

{EPoRiFe  B-cEaTVET
FANCL ’N

(- FISRERS T ‘“—\

Wﬂa'ﬂ'ﬂp—
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Overseas supplement business - China FANCL

O AR
DDEO

China's largest pharmaceutical group (state-owned) Business development schedule

X FANCLEZRRS
"y

China National Pharmaceutical .f\
Group Corporation =

(Sinopharm Group) »2018 Launched cross-border

ecommerce business e
orZA
&IN()PHAR"d s e R

=2019 Started applying for permits

China Sinopharm

International Corporation 12 other subsidiaries
(Sinopharm (including 6 listed

International) _
Signed distributorship companies) -

agreement
~Late 2020 Launching vitamin and mineral
Sinopharm Group resources sales (planned)
Know- Medical and health food regulatory
ledge systems, etc. ’
Sales China’s largest Hospital 2022 Launching sales of functional
channels  pharmacy chain ospitals supplements (planned)
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Initiatives With Kirin Holdings



= 70N Roadmap FANCL

O f
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Synergy effects | FANCL as a single entity: net sales of approx. ¥13 billion,
(FY Mar/2025) | operating income of approx. ¥2 billion

“aan-oeo THEZEE HEZEE BEHE BEZNE R
(Jan - Dec) 2020 2021 2022 2023 2024

Launch of collaborative products leveraging both companies’ brands

0

()

> Health food

@ (Supplements,

) beverages) Sales of supplements utilizing original ingredients

5

S

&

T Cosmetics Launch of cosmetic products utilizing original ingredients
S

3]

S Joint

o "Life-induced diseases," "Intestinal environment," "Development of original ingredients for cosmetic use"
o research

Online and catalogue mutual customer referral

Channel and
infrastructu re Utilization of both companies' unique channels (FANCL: direct stores, Kirin: vending machines, home delivery)

synergies

Procurement reforms Collaborative production and logistics

©2020 FANCL CORPORATION All Rights Reserved §I§



LBEZUNDRCHEHRA

~— 3 (:T'N The relationship between health and beauty FANCL

FE®S,

Effective use of research assets through integrated development of health foods and cosmetics

Examples of how health food ingredient research and technology is applied to the cosmetics field

— Vitamin B Silymarin Resveratrol
(Viniferin)
Reduction in fatigue Improvement in liver function Activation of longevity genes
Regulates effects of acne Promotes skin turnover Boosts collagen and
and sebum Prevents wrinkles elasticity
« I
raet - %,
-
Cosmetics products for men Top of the range serum Top of the range aging care
Mutenka Men Beauty Concentrate BC Line

©2020 FANCL CORPORATION All Rights Reserved 54



=71 Extending healthy life expectancy FANCL

O f

e m—— DDEO

Health and beauty are interlinked. Both are essential to extending healthy life expectancy

‘True health’ (QOL improvement cycle)

Achieving external beauty

—  Health, inanarrowsense

Self confidence and

Physical enrichment Good health figures emotional fulfillment

Become active

Achieving true extension of healthy life expectancy

Role of cosmetics | | Extension of healthy, beautiful skin life

Role of health food Extension of healthy life expectancy

©2020 FANCL CORPORATION All Rights Reserved i5



LAZUHPDRCHRA

3 VN Development of cosmetics using Kirin ingredients FANCL

O A
oo BHo

FANCL applying Kirin proprietary food sector ingredients in FANCL cosmetics

Discovery of a component in white koji bacterium

that affects healthy skin functions

For use in anti-aging cosmetics

Discovered a component in white koji
bacterium (14-DHE) that promotes the
production of a protein (Arginase-1) associated
with the functions of beautiful skin. Patent
application filed in January

Results of monitoring Arginase-1 activity
(skin-benefitting protein)

2.5

*x.p<0.01 (VS no additives)]  x«
2 -

1.5 | /
-

05

Arginase activity ratio

Without 14-DHE
additives w/ additives

Launched approximately 10 projects.
Currently assessing effects of ingredients
as cosmetics ingredients

Matured hop
extract

Ingredients found
in black tea and

green tea

Yeast used in
fermentation

Etc.
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