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LV ARTNATURE

Net Sales & Operating Income

i¥ MiIIioni

(3.8%) (9.6%)
(18.5%) (26.7%)
Breakdown of Net Sales (¥ Million)

Men’s Business (1.9%) (5.3%)

Ladies’ Business 11,726 12,779 14,100 (8.2%) (16.8%)

JULLIA OLGER
(Lady’s Ready-made wig) 3,359 3,436 3,680 (2.2%) (8.7%)
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Management Policies taken over the Last years(FY2015-FY2017) A/ ARTNATURE

[Launch of New Products]

Men's & Ladies’ Twice a year in Spring and Autumn (Custom-made wigs & hair enhancing products)
Sept. 2016 Launch of men’s hair enhancing product “4DM”
Sept. 2016 Launch of ladies’ hair enhancing product “Beauty Up”

JULLIA OLGER Launch of new product every Autumn

[Facilities and Equipment]

Men’s & Ladies’ New opening, relocation, renewal, and expansion of salons

to improve frontline capability
By 2015 March 256 salons By 2016 March 263 salons By 2017 March 268 salons

JULLIA OLGER  Strategic salon deployment ( JULLIA OLGER & marie beaute)
By 2015 March 79 salons By 2016 March 84 salons By 2017 March 83 salons
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Net Sales (¥ Million)

—

41,283

40,515
40,017 4 38,961
4

35,091
31,813

31,583

31,018 30,352
-4 29,231 g

FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017

LV ARTNATURE

Operating Income (¥ Million)

5,383
4,741
4,066 4,042

3,457
2,816

3,198 3,306

2,363 2,597

FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017
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Issues to ‘be resolved 5 A/ ARTNATURE

Current
environment

Weakness in customer
spending

Stagnation in market size
Increased competition
[Internal environment]

i Delay of implementing new

| strategies
1

: Lack of sales staff
1 capabilities

Issues to be resolved

Artnature Group has four key issues to be resolved

é )
Slackened growth in the
number of customers
\_ V,
é )
Strengthening the profit
structure
_ J
(" Training of personnel )
(Experts with enhanced
technical skills and customer
L service skills) )
éa )
Retain high-level human
resources
- J
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New | LV ARTNATURE

ARTNATURE @B0rN PLAN

Isuues to be

resloved Four key areas
S . of focus
: Increasing the number of :

customers

-------------------------------------------------------
------------------------------------------------------

Strengthening the profit
structure

*
-------------------------------------------------------
-------------------------------------------------------

Upgrade personnel
training

-
-------------------------------------------------------
-------------------------------------------------------

Retain high-level human
resources

-
-------------------------------------------------------
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New AV ARTNATURE

ARTNATURE @;om PLAN

Four key areas Boost
of focus profitability
1st year Sales
Foundation buildi
u ion building and
2nd year profit
Sustainable growth growth

Copyright ARTNATURE INC. All rights reserved
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FY2018 Management Plan ﬁ A/ ARTNATURE

FY2018 Management Plan

- Upgrading sales structure

- Developing high-quality products and devising advertising campaigns that
resonate more closely with customers

- Switch to a business structure that generates stronger earnings

- Enhance capabilities of personnel =Basic skills (technical skills & customer
service skills)

- Human resources development =Transform employees into experts in their
respected fields

Copyright ARTNATURE INC. All rights reserved
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LV ARTNATURE

(¥ Million)

38,961 37,271 (1,690) (4.3%)
23,003 21,440 (1,563) (6.8%)
11,726 11,451 (275) (2.4%)
3,359 3,601 +241 +7.2%
871 779 (91) (10.6%)
24,408 23,869 (538) (2.2%)
2,816 1,478 (1,338) (47.5%)
2,923 1,521 (1,402) (48.0%)
1,394 867 (526) (37.8%)

Copyright ARTNATURE INC. All rights reserved

N}



Medium-ter pividends A/ ARTNATURE

FY 2020 (Target) Net Sales:¥ 409 billion Ordinary Income Margin: 6.8% ROE: 6.5%

(¥ Million)
50,000
40,000
30,000
20,000
10,000

0

(¥)
50

40
30
20
10

0

mmm Net Sales —#—Ordinary income margin —#—ROE (%)
30.0
40,515 40,932
38,961 37271 940
- 18.0
- 12.0
- 6.0
- 0.0
FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018(Plan) FY2020(Target)
Maintain Stable and Continuous Dividends
e 2nd half 1st half +- Payout Ratio (%)
10/.9 125
* * 100
EPEB PR EEE B
— E— 25
14 14 14 14
0
FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018(Plan) FY2020(Target)

Artnature implemented a 2 for 1 stock split in November, 2014.
Retroactive revision of related financial indicators due to this stock split is reflected.
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“ LV ARTNATURE

Financial Results
FY 2017 (April 1st, 2016 to March 31st, 2017)
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LV ARTNATURE

Net Sales Operating Income
(¥ Million) (¥ Million)
14,000 2,500
1Q 12Q m3Q m4Q 1Q 2Q 1 3Q m4Q
12,000 |FY35091 FY40,017 FY 41,283 FY 5,383
FY 40,515 Fy 38,961
2,000
FY 4,066
10,000 FY 4,042
1,500
8,000 | —
FY 3,457 Fy 2,816
6,000
1,000 —
4,000 -+
500 |-
2,000
0 0
2013 2014 2015 2016 2017 2013 2014 2015 2016 2017
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Monthly Trend: Sales of MajorProduNbase)ﬁAR ITNATURE

Total Sales of Major Products Total Sales of Major Products (Full-year) .
(%) %
160

140 ——FY2015 —m—FY2016 —aFY2017

120 FY 2015 101.2 107.7 92.7
100 FY 2016 97.5 99.5 04.5
80 FY 2017 95.4 98.1 91.0
60

Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar.

Sales of Major Products (Men) Sales of Major Products (Ladies)
[0)
60 (%)
FY2015 FY2016 FY2017
—+—FY2015 —a—FY2016 —a—FY2017 160 - —= —

140

140
120 10
100 100
80 80
60 60

Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar.
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Monthly Trend: Customer Traffic (Yovg, ccumulated) A/ ARTNATURE

Customer Traffic (Total)

(%)
140

120

100

80

——FY2015 —a-FY2016  —a—FY2017

S e S

Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar.

Customer Traffic (Men)

(%)
120

100

80

——FY2015 —a—FY2016  ——FY2017

AN

Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar.

Customer Traffic (Total, Full-year)

(%)
FY 2015 104.3 101.6 109.9
FY 2016 103.8 100.8 109.4
FY 2017 100.2 99.4 101.6

Customer Traffic (Ladies)

(%)
140

120

100

80

——FY2015 —a-FY2016  —a—FY2017

Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar.
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FY2017: Financial Highlights ﬁARTNATURE

(¥ Million)

FY2016 FY2017 FY2017 Change
(Plan) from the

Originalplan

Major Factors on

(Results) (Results) YoY Change

0,
Net Sales 40,515 38,961 40,560 (3.8%) (3.9%) Net Sales:Down 3.8%
Cost of Sales 11,395 11,736 11,745 +3.0% (0.1%)  cost of Sales Ratio :
28.1%=30.1%
Gross Profit 29,119 27,225 28,814 (6.5%) (5.5%) Product Cost: Up 0.6pt
HR: Up 1.3pt
SG&A Expenses 25,662 24,408 25,313 (4.9%) (3.6%)
Ad Spending 6,903 6,385 6,417 (7.5%) (0.5%) SG&A Expenses Ratio:

63.3%=62.6%

ing : Up 0.7pt
- 6,018 6,163 5,063 +2.4% +33% AR o T

Other : Down 1.0pt

Operating Income 3,457 2,816 3,500 (18.5%) (19.5%)
Ordinary Income 3,456 2,923 3,482 (15.4%) (16.0%) CAPEX:
Property, Plant &
Net Income 1,731 1,394 2,050  (19.5%)  (32.0%) Sggg;pprer;gngt;ﬁg;;bg;;ggn
Head office relations:¥0.5 billion
Software:¥3.9 bill
Depreciation 1,189 1,198 1,245 +0.7% (3.6%) | obad a0 5 Eilion
CAPEX 1,817 1,388 1,935  (23.6%)  (28.2%)

Copyright ARTNATURE INC. All rights reserved 15



LV ARTNATURE

(¥ Million)

6,000 ~ Non-operating

Income
Others +107  Gross Profit
Ad Spend 1329 (1,894)
+518
Trial Fitting Events
4,000 -
HR
(144) Rent  Depreciation

(12) (8)

2,000

Or

YoY Change in Ordinary Income
-¥532million, -15.4%

FY2016 FY2017

Copyright ARTNATURE INC. All rights reserved 16



LV ARTNATURE

(¥ Million)

e oo

40,515 (3.8%) (3.9%)
_ 23,439 23,003 (1.9%) 23,698 (2.9%)
_ 12,779 11,726 (8.2%) 12,790 (8.3%)
_ 3,436 3,359 (2.2%) 3,458 (2.8%)
_ 859 871 +1.3% 612 +42.3%
(¥ Million)
oo 23,439 y3o0s | TYVIE  mFY20L7
20,000 -
16,216 15,086
15,000 -
10,000 -
5,000 -
0

Men's Ladies' [ Men's Business m Ladies' Business inc. JULLIA ORGER

Copyright ARTNATURE INC. All rights reserved 17



FY2017: Breakdown of Sales Fore
(Non-consolidated Basis)

Products and Serviceg

/l

A/ ARTNATURE

Net Sales

New customers

Custom-made Wigs Repeat Business

New Customers

Hair Addition Products Repeat Business

New Customers

Hair Growth Services Repeat Business

Styling Services
JULLIA OLGER

Others
All Products & Sevices New Customers
Repeat Business
JULLIA OLGER
Others
Total

X Repeat business of all products including part of styling services and others.

FY2016

5,273
19,152
24,425

1,492

2,266

3,759

177

1,156

1,333

5,262

3,436

1,998
6,943
29,276
3,436
558
40,214

FY2017

4,003
18,935
22,938
1,632
2,440
4,072
156
978
1,134
5,230

3,359

2,006
5,791
28,939
3,359
652
38,743

(¥ Million)

YoY Change
(1,269) (24.1%)
(217) (1.1%)
(1,487) (6.1%)
+139 +9.3%
+173 +7.7%
+313 +8.3%
(20) (11.7%)
(177) (15.4%)
(198) (14.9%)
(31) (0.6%)
(76) (2.2%)
+8 +0.4%
(1,151) (16.6%)
(337) (1.2%)
(76) (2.2%)
+93 +16.8%
(1,470) (3.7%)

Copyright ARTNATURE INC. All rights reserved



LV ARTNATURE

(¥ Million)

FY2016
Net Sales YoY Change
]
Custom-made Wigs 13,241 13,387 +145 +1.1%

14,229 14,320 +91 +0.6%

New Customers 1,324 1,109 (214) (16.2%)

Hair Addition Products 1,726 1,610 (116) (6.7%)
3,050 2,720 (330) | (10.8%)

New Customers 157 141 (15) (9.9%)

Hair Growth Services 736 643 92) | (12.6%)
893 785 (108) | (12.1%)

Styling Services 4,247 4,221 (25) (0.6%)
o5 o) (619

All Products & Sevices New Customers 2,469 2,185 (284) (11.5%)

20,969 20,818 (151) (0.7%)
23,439 23,003 (435) (1.9%)

X Repeat business of all products including part of styling services and others.

Copyright ARTNATURE INC. All rights reserved 19



FY?2017: Breakdown of Sales by Services /I /
in Ladies’ Business (Non-consolidated Basis) ol/ ARTNATURE

(¥ Million)

Net Sales FY2016
YoY Change

(1,215) | (28.4%)
Custom-made Wigs 5,911 5,548 (363) (6.1%)
10,196 8,617 (1,578) | (15.5%)
168 522 +353  +209.8%
Hair addition products 539 829 +289 +53.7%

708 1,351 +643 +90.9%

New Customers 19 14 (5) (26.1%)

Hair Growth Services Repeat Business 419 335 (84) (20.2%)
439 349 (89) (20.4%)

Styling Services 1,014 1,009 (5) (0.6%)
421 398 (22) (5.4%)

All Products & Sevices [New customers 4,473 3,606 (866) (19.4%)
Repeat business 8,306 8,120 (186) (2.2%)

3,436 3,359 (76) (2.2%)

Total 16,216 15,086 (1,129) (7.0%)

X Repeat business of all products including part of styling services and others.

Copyright ARTNATURE INC. All rights reserved 20



“ LV ARTNATURE

Financial Forcast
FY2018 (April 1st, 2017 to March 31st, 2018)

Copyright ARTNATURE INC. All rights reserved



FY2017 © Financial Forﬁ/\ RTINATURE

FY2017

FY2018

(¥ Million)

1H FY2016
Results
Net Sales 18,711
Men 11,200
Ladies 5,752
JULLIA OLGER 1,395
Others 363
Cost of Sales 5,753
Gross Profit 12,957
SG & A Expenses 11,828
Ad Spending 3,205
HR 2,913
Operating Income 1,129
Ordinary Income 1,004
Net Income 629
Depreciation 571
CAPEX 671

Year-end

38,961
23,003
11,726
3,359
871
11,736
27,225
24,408
6,385
6,163
2,816
2,923
1,394

1,198
1,388

37,271
21,440
11,451
3,601
779
11,923
25,348
23,869
5,920
5,778
1,478
1,521
867

1,203
2,106

(4.3%)
(6.8%)
(2.4%)
+7.2%

(10.6%)
+1.6%
(6.9%)
(2.2%)
(7.3%)
(6.2%)

(47.5%)

(48.0%)

(37.8%)

+0.4%
+51.7%
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weasasiy SV ARTNATURE

(¥ Million)
P07 et Yo ) v
(9.0%)
1,833 4,072 4,213 +3.5%
586 1,134 1,134 +0.0%
2,650 5,230 5,288 +1.1%
1,395 3,359 3,601 +7.2%
954 2,006 1,809 (9.8%)
18,603 38,743 36,925 (4.7%)

Copyright A!! NATURE INC. All rights reserved 23



FY2018 : Breakdown of Sales Foré'cm Products and Services
Men’s Business (Non-consolidated Basis) A/ ARTNATURE

(¥ Million)

FY2017 FY2018

1H FY2017(Results) | Year-end(Results) | Year-end(Plan) YoY Change

Custom-made Wigs (11.1%)

Hair Addition Products 1,401 2,720 2,760 +1.4%

Hair growth Services 407 785 784 (0.1%)

Styling Services 2,149 4,221 4,211 (0.2%)

Others 496 955 951 (0.4%)

Copyright ARTNATURE INC. All rights reserved 24



LV ARTNATURE

[Important Issues]

Men’s business

I New Customers

Build a robust earning structure
to improve performance

- Improving sales service system to provide customers
with high-quality products and services that

. (¥ Million) ’ : :
meets their needs. 000 Men’s business earnings
- Continue to enhance the strategic sales divisions. 25,000

- Improving customer retention. 20,000

I Repeat Customers 15,000

- Reinforcing the customer supervisor system to increase 10,000
customer satisfaction.

5,000

- Improving product proposal capabilities.

- Strengthening technical skills and customer service skills.

FY2016 FY2017 FY2018

- Implementing profit-driven salon operations.

Copyright ARTNATURE INC. All rights reserved 25



FY2018 : Breakdown of Sales Fo ducts and Services /I /
Ladies’ Business (Non-consolidated Basis) ol ARTNATURE

(¥ Million)

FY2017 FY2018

1H FY2017(Results) | Year-end(Results) | Year-end(Plan) YoY Change

8,617

Custom-made Wigs 4,437 8,145 (5.5%)

Hair addition Products 432 1,351 1,453 +7.5%

Hair growth Services 179 349 350 +0.3%

Styling services 501 1,009 1,077 +6.7%

JULLIA OLGER 1,395 3,359 3,601 +7.2%

Others 202 398 425 +6.6%

Total 7,147 15,086 15,052 (0.2%)
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FY2018 Sales Policies ﬁ/\f? INATURE

[ Important Issues )

Ladies’ Business

Building a long-term relationship
with customers

I New Customers & Trial Fitting Events

- Enhancing customer service skills to

meet the changing needs of customers. (¥ Million) Ladies’ business earnings
20,000 -
- Holding efficient and effective trail fitting events
based on past data.
15,000
I Repeat Customers 12,779
10,000 +—— 11,726 11,451
- Improving customer retention.
- Strengthening technical skills, customer service skills, 2,000 —
and product proposal skills of sales staff.
. . . . 0 T T |
- Implementing profit-driven salon operations. FY2016 FY2017 FY2018
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LV ARTNATURE

FY2018 Sales F

[ Important Issues )

JULLIA OLGER Business
Upgrading sales areas and
I Salons frontline business capabilities
- Implementing efficient and effective promotions.
- Innovating management system to boost repeat sales. (¥ Million) JULLIA OLGER earnings
5,000 -
- Strengthening technical skills, customer service skKills,
and product proposal skills for customer satisfaction. 4,000
- Effectively opening new salons while examining 3,000 — 3,436 3,359 -
unprofitable salons.
- i . 2,000 +——— I I —
I Mail Order & Fitting Trail Events
- Increasing the number of TV shopping broadcasts, 1000 14— ]
while approaching other broadcasting channels.
. . . . . 0 T T 1
- Holding effective fitting trail events. EY2016 EY2017 £Y2018

- Boosting recognition and distribution channels for medical wigs.
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LV ARTNATURE

LV ARTNATURE

http://www.artnature.co.jp/english/index.html

Forward-looking Statements
The forward-looking statements in this document, including forecasts, are based
on information available at the time of disclosure and on certain assumptions
deemed to be reasonable by the Company. Actual results may differ materially

from forward-looking statements due to a number of factors.

ARTNATURE INC. Investor Relations Office

TEL:+81-3-3379-2405 E-mail: ir@artnature.co.jp
3-40-7, Yoyogi, Shibuya-ku, Tokyo 151-0053 Japan
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Consolidated Balance Sheets

. Y.
‘- LV ARTNATURE

Total Current Assets

Cash and Deposits

Total non-current Assets

Total Property,Plant
and Equipment

Total Assets
Total Current Liabilities

Advances received

Total Non-current
Liabilities

Total Liabilities

Total Net Assets

Retained earnings

Total Liabilities and Net
Assets

As of March 31, 2016

24,467
14,050

16,267
11,202
40,734
10,033

4,288

7,048
17,081
23,653
16,815

40,734

Composition ratio

60.1%
34.5%

39.9%

27.5%

100.0%

24.6%

10.5%

17.3%

41.9%

58.1%

41.3%

100.0%

As of March 31, 2017

23,431
15,482

18,298
10,342
41,729
10,062

4,529

7,234
17,296
24,432
17,657

41,729

Composition ratio

56.2%
37.1%

43.8%

24.8%

100.0%

24.1%

10.9%

17.3%

41.4%

58.6%

42.3%

100.0%

(¥ Million)

Rate of change

(4.2%)

+10.2%
+12.5%
(7.7%)
+2.4%
+0.3%
+5.6%
+2.6%
+1.3%
+3.3%
+5.0%

+2.4%

Major Factors on
YoY Change

Current assets (1,036)

- Cash and deposits +1,431

+ Accounts receivable - trade (253)
- Secutities(1,876)

- Inventory (385)

Non-current assets +2,031
- Property,plant and

equipment(860)
- Intangible assets +146

- Investments and other
assets +2,744

Current liabilities +29

- Advances received +241

- Provision for bonuses+164
- Others(290)

Net assets+779

- Retained earnings +842
Net income+1,394
Cash dividends paid (927)
Impact of deferred tax +375

Copyright ARTNATURE INC. All rights reserved
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Consolidated Statements of CasF A/ ARTNATURE

Net Cash provided by (used in)
operating activities

Net cash provided by (used in)
investing activities

Free Cash Flow

Net Cash provided by (used in)
financing activities

Cash and cash equivalents at the
beginning of period

Cash and cash equivalents at the
end of period

Net increase (decrease) in cash and
cash equivalents

Year ended
March 31, 2016

3,106

(1,733)

1,373

(1,541)

16,309

16,072

(237)

Year ended
March 31, 2017

4,301

(3,434)

867

(1,378)

16,072

15,515

(557)

Major Factors on
YoY Change

Net cash provided by (used in)

operating activities

- Income before income taxes (1,039)

- Advances received +538

* Decrease (increase) in notes and
accounts receivable - trade (520)

Net cash provided by (used in)
investing activities
- Purchase of investment securities
(2,000)
- Purchase of property, plant and
equipment +575
- Purchase of intangible assets(110)

Net cash provided by (used in)
financing activities
- Cash dividends paid +31
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