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. FY2017 Quantitative Targets
|. Review of the Medium-term Plan

V. Future Directions




(1) FY2016 Consolidated Results

Net Sales

Gross Profit
(Margin)

SG&A

(including point
program-related
expenses)

Operating
Income

Recurring
Income

Net Income

1,253.4

365.6

(29.16%)

341.6

(23.0)

23.9

27.4

14.9

-33.7

+3.8

(+1.06%)

+13.0

(+18.7)

-9.1

-9.2

-11.5

-2.6%

+4.0%

-27.8%

-25.3%

-43.8%

1,250.0

370.0

(29.60%)

346.0

(24.0)

24.0

25.0

13.0

+3.4

-4.4

(-0.44%)

-4.4
(-1.0)

+2.4

+1.9

I

+0.3%

-1.3%

-0.4%

+9.6%

+14.6%




(2) FY2016 Isetan Mitsukoshi Results (Non-consolidated) |.|.|.|

Net Sales 660.1 -18.9 2.8% 663.0 -2.9 0.4%
Gross Profit 186.4 +0.5 ] 190.7 -4.3 .
(Margin) (28.24%) (+0.87%) (28.77%) (-0.53%)
SG&A
(including point 1834 +9.7 +5.6% 1875 4.1 -2.2%
program-related (11.2) (+11.2) (12.1) (-0.9)
expenses)
Operating 15.9 8.4 34.6% 16.0 0.1 -0.4%
Income . ' ' '
Recurring ot o .
Income 16.7 -8.8 34.6% 17.5 0.7 4.0%
Net Income 3.2 -13.8 -81.0% 4.5 1.2 -27.9%




(3) FY2016 Isetan Mitsukoshi SG&A (Non-consolidated)

I

Advertising

expenses
Point program-
related expenses

Labor cost

Depreciation and
amortization

Rent

Business
consignment
expenses

Other expenses

Total SG&A

(excluding point
program-related
expenses)

9.9

11.2

56.3

10.5

12.8

20.6

61.8

183.4

(172.1)

+0.8

+1.1

+0.2

+9.7

(-1.5)

-9.6%

-3.7%

-4.2%

+6.8%

+6.2%

+0.3%

+5.6%

10.2

12.1

56.5

10.2

12.9

21.4

64.0

187.5

(175.3)

-2.2

-4.1

(-3.2)

-3.0%

-7.3%

-0.3%

+3.1%

-1.0%

-3.5%

-3.4%

-2.2%
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(1) FY2017 Consolidated Quantitative Targets

I

Net Sales

Gross Profit
(Margin)

SG&A

Operating
Income

Recurring
Income

Net Income

1,265.0

372.0

(29.41%)

354.0

18.0

20.0

10.0

+11.5

+6.3

(+0.24%)

+12.3

-5.9

7.4

+0.9%

+1.7%

+3.6%

-24.8%

-27.1%

-33.2%

-16.4

2.1

(+0.22%)

+3.3

-22.7%

-1.3%

-0.6%

+1.0%




(2) FY2017 Isetan Mitsukoshi (Non-consolidated) -Illll
Quantitative Targets I

Net Sales 633.5 -26.6 -4.0%
Gross Profit 180.4 -3.9 -3.2%
(Margin) (28.48%) (+0.24%)

SG&A 183.3 +0.0 +0.0%
Operating Income 10.0 5.9 37.3%
Recurring Income 10.0 -6.7 -40.5%

Net Income 55 +2.2 +69.4%




Agenda

|. Overview of FY2016 Results
Il. FY2017 Quantitative Targets

V. Future Directions




(1) Review of the Medium-term Plan

Bar chart

L

(Millions
of yen)
45,000
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35,000

30,000

25,000
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15,000

10,000

5,000

I

Integration phase

Results achieving phase

Before Integration of companies in the Metropolitan area,
integration split off of regional companies, store restructuring,
(simple system integration, integration of operational flows
agagregation)
Net Sales
(excluding point SG&A to Net Sales
program-related (excluding point
expenses) program-related
7.59%0 expenses)
store closed 27.0%

26.4%

First yeanof Lehman
integratio CO | | apse
Kichijoji Store
closed
lkebukuro,
Kagoshima,

Musashimurayama,
and Natori Stores
closed

Record profit after

integration

< Previous 3-year Plan >

Operating
Income

Black line
chart

Trillions
of yen)
1.5

Chiba and

closed

Tama Stores

2007 2008 2009 2010 2011

2012

2013

2014

1.4

9%

1.3

1.2

2015 2016
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(2) Review of the Medium-term Plan |.|.|

[First year of integration] Record profit after ]

integration

(Billions of yen, %) FY2008 % of sales FY2013 % of sales FY2016 % of sales
Consolidated net sales 1,426.7 100.0% 1,321.5 100.0% 1,253.4 100.0%

Consolidated gross 0 0 0
profit 397.4  27.9% 370.0  28.0% 365.6 29.2%

Consolidated SG&A

26.5% 25.4% 27.3%
cvagponogen 377.9 265% 335.4 0.4% 3416 L3k
Labor cost 142.7 10.0% 121.5 9.2% 118.0 o 9.4%
Advertising expenses 36.0 2.5% 27.5 2.1% 21.7 1.7%

Point program-related 0 0 0
expenses 1.6 0.1% 2.5 0.2% 23.0 , 1.8%
Taxes and dues 8.8 0.6% 8.5 0.6% 10.1 . 0.8%
Rent 48.5 3.4% 41.8 3.2% 41.1 > 3.3%
S ol 24.3 1% 22.2 1.7% 23.6 — 1.9%
gp?er:rsa(zi“ndgafﬁgome 19.6 1.4% 34.6 2.6% 23.9 1.9%
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(3) Review of the Medium-term Plan
<Previous 3-year Plan> <Measures>

Key strategies of the 3-year Plan (FY2014-FY2016), Presentation on May 12, 2014

I

(Billions of yen)

O | Flagship stores Isetan M'tSUkOSh' operating 25.5 15.9 -9.6 -7.1
o) income
9 3
% :;)”* Regional stores Operating income 5.5 0.5 -5.0 -4.0
S g
o . I -
g | Small- to medium Net sales 42.0 34.0 8.0 0.8
sized stores
. Cumulative contribution to
Purcha;mg structure | profl_t 145 18.0 135 0510 -4.0
innovation (Margin of domestic department (-0.19%)
stores, compared with FY2013)
Overseas business strategy Operating income 2.5 0.4 2.1 -0.7
Web strategy Net sales 25.0 12.9 -12.1 -0.5
Food and SM Operating income 0.8 -1.1 -1.9 -1.0
0
% Card External transaction volume 400.0 431.5 +31.5 +0.0
(en
§, Fashion brands Net sales 5.0 2.0 -3.0 -0.1
(%)
% Travel Net sales 6.0 4.8 -1.2 -0.2
(72}
Real estate Operating income — 6.4 - +0.0
_Consolldated operating Operating income 42.0 23.9 -18.1 -10.7
income




(4) Review of the Medium-term Plan <Summary> |.|.|.|

<Reflection> <Future directions>

-Emphasis on Shrink & Grow
guantitative targets

+

-Emphasis on new + Selection &
initiatives advanced concentration in new
and dispersed growth businesses
Less emphasis on
structural innovation

«+ Structural innovation
[Business model
restructuring]
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Agenda

. Overview of FY2016 Results
l. FY2017 Quantitative Targets
ll. Review of the Medium-term Plan
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Medium-to Long-term Directions |'|.|.|

) R

+ Card system integration

(FY2010) + Restructuring of
+ Integration of operating Advance department stores
companies in the Tokyo - - :
Metropolitan area (Fy2011) Investment in + Selection and
+ Reorganization of regional| grOWth businesses concentration in
operating companies growth businesses
(FY2009-FY2011)
v
»Completion of integration of Execute thorough

companies and functions . .
*Proceed to results achieving structural innovation

phase In 2017-2018

I -
' Policy on structural
I innovation




Medium-to Long-term Directions

I

sepanment o8 busness

<Flagship stores>
Profit maximization

<Branches, regional stores,
overseas stores, small- to
medium-sized stores>

Business model restructuring

<Experience and content to
complement department stores>

Concentration on restaurants, travel,
and beauty care

~ ayngtefoundaion

S Gont busesses

<Real estate business>

<Card business>

<EC business>

<HR system, IT system infrastructure, management system>
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(1) Restructuring of department stores 'Illll
1) Structural innovation of flagship stores I

Cee + Thoroughly strengthen earnings power
(0] e
S8+ Clarify directions of each store

250 145 )
{Net sales) {Net sales) {Net sales)

240 N 141
80
230 137
/ .
220 / 133 W
60
210 Y 4 129

200 ' ' ' ' ' 125 ' ' : : . 50 ' ' ' ' |
Fy2012  FY2013  FY2014  FY2015  FY2016 FY2012 FY2013 FY2014 FY2015 FY2016 FY2012 FY2013 FY2014 FY2015 FY2016

Return to Store_ development Make the town aflags_hlp
_ : focusing on affluent {Increase the conversion
Isetan = Fashion segment and executives rate)
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1) Restructuring of department stores
) Chionel % ann

2) Branches & regional stores / overseas stores

srnrrg ¥ Business model restructuring for each store in
of the ' - i -
strategy \ light of location, competition, and environment

+ Thorough cost reduction

Location Competition Environment
« Ratio of No. 1 store
« Market area in regions « Group’s property /
* Population . Other department leased property
« Household stores « LCC
income « Other retail formats « Staff policy
(GMS, SC, CVS, EC)
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1) Restructuring of department stores
- i size ann

3) Small and medium-sized stores (including overseas) etc.

Chfatrr\]ge \ + Japan: Change to a highly profitable business model
0] e
strategy + Overseas: Establish a business model geared to future expansion

Lov]l/err]ing Structural Reorganize
pc;i(;[ritey innovation and ?reeze
Consolidation

19

Present Future directions

« Strong

g ance | Continue to open new stores |

o Earnings model O * Enrich store models
established » Strengthen supply chain

* More stores

opened _b_Ut poor A  Freeze new store openings, in principle
profitability « Prioritize establishment of a business
model




(1) Restructuring of department stores I'Illll

(Purchasing structure innovation)

<Comparison between
FY2012 and FY2016>

Increase in margin +16.0

(of which revision to margin) +4 .4

Cost of MD integration
(Labor cost, advertising expenses, —2_ 6
research expenses)

Sales staff cost -2.0

Inventory disposal expenses -7.5

(*) Including inventory disposal expenses in FY2017
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(1) Restructuring of department stores
(Purchasing structure innovation)

el + Stop volume expansion

of the

QUCCYS v Evolve SPA best practices

+ Continue successful initiatives item by item

<SPA>

* Number2l
*BPQC
o+a

<ltem>
(E.g9.)

* Isetan Men’s
« Ladies pants

Flagship stores) (External)

(== =
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1) Restructuring of department stores -
W s 7 i

(Control of expenses)

SUELCEN + Implement thorough control of expenses, starting with

Sﬁ;{ggy the stores (including HDS) in Tokyo Metropolitan area
HDS + Non-consolidated Ordinary
expenses +203 expenses
SG&A + Operating expenses Investment-
( P 5P ) related expenses -

*Excluding point program-related expenses

(Billions of yen)

+15.8 +7.3

FY2011
level

FY2011 FY2016 FY2016 FY2017 FY2018

At the beginning Results Budget
of FY2016
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(1) Restructuring of department stores
4) Businesses complementing the department store business

ain

-

Travel

 TOB for NIKKO TRAVEL in March
2017, which has strengths in the senior
market

* Achieve synergy with ISETAN
MITSUKOSHI TRAVEL early

~

NErierd + Change the positioning from growth businesses to
businesses complementing the department store business

(

 Accelerate opening of cafes and
restaurants through JV with TRANSIT

<OSHINJUKU BOX (Shinjuku South Exit, March
2017)

OFratelli Paradiso (Omotesando, April 2017)

<{Modern Thai restaurant (Ebisu, scheduled to
open in August 2017)

_yﬂﬂfz’\’ﬂ
- /
4 )
« SOCIE WORLD became a subsidiary
in January 2017
» Achieve synergy with the beauty
content of department stores and the
network of existing stores
. SOCIE |

|'|'|'| 1 TRANSIT

GENERAL OFFICE INC.

~

J

-

» Consider feasibility of the sharing
economy that is expected to grow

\_

~N
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2) Stricter screening of growth businesses
_ 8019 nnn

1) Real estate business

o + Effectively utilize real estate owned by the Group
o 'n”e and maximize profit

Japan Overseas

l Shinjuku l |Nihombashi l lEIsewherel l Singapore l l Malaysia l

l Commercial facilities ' l JV l
l Residential property l l Real estate investment |

24



(2) Stricter screening of growth businesses

2) Card business

Change

e + From house card to core business

strategy

Until 2007

House card

From 2008

Visa/Amex
introduced

Incentive program

Effective utilization
of department
store resources

V

V

* Locking-in of
department store
customers

» Marketing support

* Promote utilization
of external
resources

 Gain revenue from
outside the Group

€ From now on

Establish as a freestanding
business




2) Stricter screening of growth businesses
( ) 3) EC business J J I.I.I.I

h :
M & Restructure the EC business
strategy
Uil now  Fromnowon
Flagship Continue existing MD
stores’ MD
Internal Internal +
resources fulfillment

Enrich products

T — . .
(Expand high-end items)

D +

Establish inventory-
linked platform
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3) Laying the foundation 0
A i

Strengthening of the management system

+ Strengthen PDCA of management

<Until now> <From now on>

« Sales
« Margin (margin ratio)
« Number of new initiatives

+ Pursuit of profit
+ Thorough visualization

+ By business, floor,

e By company, by store
y company, by initiative

LY
o
3
o
~+
®

<.
»
c
L
=
Q
=
o
>

—~————

Lack of Check & Action Strengthen

CA—Pian Do cycle

Revise the mechanism and the system
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Steps for Medium- to Long-term Initiatives |.|.|.|

Change of the strategy

Restructuring of non-profitable businesses
[1

Cost reduction

- Transition to a
Emergence of risks new arowth
« Discard negative legacy Investment for g
(Inventories, outstanding LCC, etc.) phase
—— growth
*Specific initiatives and

quantitative targets to be
established by the time of
announcement of FY2017 2Q
results

- = —___ = -
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This document contains forward-looking statements, which are based on the
information currently available and certain assumptions the Company
considers to be reasonable, and involve various risks and uncertainties.
Actual results, performance, achievements or financial position may be
materially different from any future results, performance, achievements or
financial position expressed or implied by these forward-looking statements.

29



