FANCL

FANCL Group Financial Results Briefing

For the period April 1, 2016 to December 31, 2016

January 30, 2017



Discontinuation of holding company structure FANCI_

FANCL Corporation has resolved to conduct an absorption-type merger of FANCL COSMETICS
CORPORATION and FANCL HEALTH SCIENCE CORPORATION, effective April 1, 2017

Further developing a structure that enables the Medium-Term
M-l Management Plan to be implemented more effectively, while dynamically
leveraging the strengths possessed by the overall Group.
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New management structure FANCL

New management structure as of April 1, 2017

New position Name
Chairman, Representative Director, . .
Kenji Ikemori
Founder
Director, Vice Chairman Kazuyoshi Miyajima

President & CEO, Representative

Director Kazuyuki Shimada
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Financial Highlights



FANCL

Results by segment

Nine-month Nine-month Q3 of FY to Q3 of FY to
period of FYto  periodof FYto  Change YoY March 2016 March 2017 Change YoY
(Millions of yen) March 2016 March 2017 (10-12) (10-12)

Sales 67,986 71,674 +5.4% 24,793 25,510 +2.9%
Cosmetics 41,200 42,228 +2.5% 15,210 15,095 (0.8%)
Nutritional supplements 21,383 23,898 +11.8% 7,614 8,467 +11.2%
Other 5,401 5,547 +2.7%§ 1,968 1,947 (1.1%)

nasuga 1,982 1,902 (4.0%) 728 650 (10.6%)
Kale Juice 2,096 2,067 (1.4%) 733 699 (4.6%)

Operating income 1,382 (440) = 1,266 160 (87.3%)

Ordinary income 1,532 (331) — 1,311 210 (84.0%)

Net income 921 4,001 +334.2% I 793 127 (83.9%)

Sales breakdown (9-month period)

FANCL 33,240 i -0.0% (Domestic: +0.7%, Overseas: -6.5%)
Results by
cosmetics | ATTENIR 6,748 | +18.5%
brand

boscia 1,587 | +4.9% (+16.9% on local currency basis)
Nutritional supplements 23,898 i +11.8% (Domestic: +11.8%, Overseas: +11.0%)

15/Q1

15/Q3

16/Q1

10 10 11 11 410 11

16/Q3

Inbound sales(estimated)

(Unit: 100 million yen)

17/Q1  17/3Q
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Differences from plan FANCL

Market Stronger sense of budget-mindedness seen in customers since summer 2016.
hViiteliln(=lil8  Although purchases are increasing, the spend per purchase has fallen

Fell just short of target as spend per purchase has dropped,

Mail-order
! offsetting steady increase in customers
FANCL Retail *Existing stores below previous year due to drop in spend per
Cosmetics X
stores purchase
Wholesale A *Airport duty-free stores were just below target
*Maintained strong performance with enhancement of
ATTENIR v customer base
: *Positive results in new customer acquisitions.
Mail-order v )
Customer numbers this FY set for new record
Nutritional Retail . .
supplements | <tores A «Just short of previous year due to drop in spend per purchase
*While advertised products were in line with plan, other
Wholesale X

products struggled
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(Reference) Trends from summer 2016

FANCL

Trends from summer 2016 (Aug-Dec) *excluding inbound

Purchases Spend per purchase
by channel by channel
+12% +3% -6% -3%
0 3% 6 -3%
Last = This Last This Last = This Last = This
period period period period period period period period

Mail order Retail stores Mail order Retail stores

95%

Retail stores: Average number of items purchased per customer
(YoY; excluding inbound)

105% -

100% -

Trending below
previous year from
summer 2016

14/04

14/08

14/12

15/04

15/08

15/12

16/04

16/08
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(Reference) Situation with customers FANCL

Customer base steadily expanding as a result of
advertising-focused strategy

B Trends in customer numbers (existing) (YoY)
Existing customers (overall) Light users (2-9 purchases)
140% - 260% -
250%
133%
130% - 220% -
207%
120% - 122% 180% -
110% - 140% -
106%
118%
100% - 100% -
900/0 T T T 600/0 : : :
15/10 16/02 16/06 16/10 15/10 16/02 16/06 16/10
e FANCL Cosmetics (mail order) e FANCL Cosmetics (mail order)
emms Supplements (mail order)
emmme S pplements (mail order)
@ ATTENIR
@ ATTENIR
*Existing customers who have made a purchase in the past 4 months (12-month moving average)
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(Reference) Analysis of change in Operating income FANC|

Nine-month
period results

Impact of increase
iIn new acquisition
numbers

(Millions of yen)

320

1,382

- Positive factors

- Negative factors

Variable costs

Opening of directly-
managed stores
Reinforcement of R&D

_ Fixed costs -

Cosmetics: +2,193 structure
4 : .
SUpgfhrgﬁn_tf '171’367 1,230 : Increase In
I " | R&D costs -440
FY2016  Increasein impactof Marketing Other 218 i
. . gross prOfIt decline in costs variable
Nine-month period = gue to cost-of-sales Costs Personnel o yal
Operating income  growth in ratio costs
sales Other FY2017
fixed costs Nine-month period

Operating income
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Beauty Business



FANCL Cosmetics: Mild Cleansing Oil receives award FANCL

B Launched promotions leveraging induction into hall of fame at
@cosme BEST COSMETICS AWARDS 2016

Web-focused promotions

J RV YAHOO!
%@c_sméﬁ YAHOO! : o

SR @cosmeNApIART =K

o B AYDIV S
- ; !
X R y o # ] E
o m @cosme tie-up ad
:y—,,: s . . - —r, DoLYTVTH
AW T ey
\}l‘j i . .g ] o ﬂL Wi *a"t e, LTI LIS
NI B i ad reinsy
& B ] : ittty e ERNTUVBRAIRT
RS
|
PANCL T
Dec. 2016: From Jan. 2017
Reinforced exposure Strengthening
*Hall of fame induction: Honoring cosmetics on major online hew customer
that have ranked 15t three times media outlets acquisitions
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FANCL Cosmetics: Reinforcement of Mutenka Active Conditioning FANCL

Bl Mutenka Active Conditioning 1St anniversary campaign

Achieve expansion of contact points and reinforcement of independent reviews

o £ <+Magazine tie-ups/ads C O : : : :

c S -SN% P £ T o °Tie-ups with review sites
== . . 383 «Sampling

c © e+Search engine branding ads x c0S ) :

ek , ‘= S & <Reviews on own site
xS *Public transport ads T =

W 8 ")

Q3 (Oct. — Dec.) new customer numbers up 130% compared to plan
<Social media> <Magazine tie-ups/ads>
st 73z ) FANCLx* S5yl AN

w4

1

Leveraqging creation of a real-life drama based on popular comic series Tokyo Tarareba Musume
to expand media exposure and evoke conversation on social media
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Beauty BOUQUET Results of initial launch

FANCL

B Beauty BOUQUET, targeting mature customers aged 60+ (launched Oct. 3, 2016)

Launched test marketing mainly centered on mail order channel

A strong start, with new customer numbers 117% higher than plan

Price: ¥1,620~%¥5,184 (incl. tax)

Sales channels: Malil order,

some retail stores

(Available through wholesales in some
areas from January 2017)

Breakdown of

A r
customers ge groups

FANCL users
35%

Under 60
25%

Acquired customers
from target age group

Acquired high number of
new customers

Launching test wholesale sales in Shizuoka area from January 2017
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ATTENIR: On track for full-fledged growth

FANCL

M Revolutionary products well-received by the market

Best Cleanser: 1st place

Eye Extra Serum

B Customer trends

Trends in new customer acquisition numbers
and retention rate*

New cgstomers Concentrated Customer
== Retention rate investmentin - 8. itivation
advertising .

FY’15 FY’'15 FY’15 FY’16 FY’'16 FY’'16
Q2 Q3 Q4 Ql Q2 Q3

*The ratio of new customers that make a second purchase

FY’15
Ql

New customer acquisition in Q3 was 2.1
times that of the previous year due to
revolutionary new products and internet
advertising, etc.

Plan to bring existing customer numbers back to record 2008 levels by end of fiscal year

14
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boscia: High growth achieved through speedy product development FANCI_

bO}S‘CIa @tanical SC | ence with Advanced technology

M Continue 15-20% annual sales growth with fast introduction of revolutionary new products

Launched Jul. 2016 Launched Auq. 2016 Launched Auq. 2016 Launched Dec. 2016

Sake Bright
e Mask

Masque Blanc
Radieux au Saké

&
boscia

Sake Bright White 1 paki Splash Mask Charcoal MakeUp Melter Charcoal
Mask $38 Cleansing Oil-Balm Deodorant
$38 $32 $20

New products triggering purchases of regular product items.
Within a number of years, aiming for 4.0 billion yen sales at wholesale base —
double the level of the last period
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Health Business



Health Science: Food with functional claims labeling - sales FANCI_

Food with functional claims
labeling
Wholesale sales ranking

1 | Calolimit 30 doses

2 | Enkin 30 days supply

-
noYzyk
pendlHihe
BWERAXT
N

ORIV
o o o
S [ |

~——

Calolimit series sales

Q3 (Oct — Dec)
+10% YoY
*total of mail order, retail stores, and wholesale

Calorie Limit for the Mature Aged
Food with functional claims labeling
launching soon

Calorie Limit for the Mature

3 | Aged — Hatomugi Blend Tea
(Distributor: DyDo DRINCO INC.)

4 | Company A (sweets)

5 | Company B (drink)

Survey by TRUE DATE
Customer Communications, Ltd.
Sponsored by Health & Beauty Retail Monthly

FANCL is dominating the top
ranks

gl : <
&
FROU/MRSAE [ '
AhEN
rancosme: & |

Enkin sales

Q3 (Oct — Dec)
+34% YoY

*total of mail order, retail stores, and wholesale

Jointly developed with DyDo DRINCO INC.

Calorie Limit for the Mature
Aged — Hatomugi Blend Tea

Launched as food with functional claims
labeling in November
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Health science: Launch of Sumaho Enkin (for Smart Phone, PC users)FANCL

B Launch as food with functional claims labeling on March 17

. <Comparison with Enkin>

Enkin Sumaho Enkin
E&EEL Effe_ctive Dete_rioration of Eye fatigue from
g ' | against: eyesight due to age | overuse
Target Middle aged to Young adults
5 elderly

<Causes of eye fatigue>

The biggest cause was

AT ' Other fatigue caused by PC and
i 30% PC and smart smart phone use, at 56%.
et T ! phone use This was common amongst
Zzz ooy : 20-40-year-olds.
B AL (LB ET M l,..msgi ? - - i .
WAEEE, T, B DR A0/ (SYAE | Agmg 56 %

== = Eye fatigue due to aging
Volume: 30 days supply | 13% increased in over-40s.
Price: ¥1,563 (incl. tax)
Sales channels: mail order, | Source: survey by
retail stores, wholesale i FANCL(N=10,008)

Efficiently increase sales by leveraging Enkin’s high profile to create a series of products
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Health science: Strengthening cross-selling FANCL

Mail order supplements: New customer acquisitions Cross-selling trend (spend per purchase)

Surpassed record by 350% for Light users (2-4 purchases)

second consecutive year 108% - | YOY spend per purchase (mail order
supplements)
104%
100%
0]
FY '15 FY '16 FY '17 96%
(forecast)

v 92%

Mail order supplements: Customer numbers (existing)

88% -

Previous New
peak Bottom peak 84%

16/01 16/03 16/05 16/07 16/09 16/11

Spend per purchase is trending upward.
Further strengthened targeted sales activity
tailored to customer segments this fiscal year.
' ' Increased follow-up cultivation measures to
FY '05 FY '15 FY '17

*Existing customers who have made a purchase in double that of the pI’EViOUS year
the past 4 months (forecast)

- 40% + 70%
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Stores



Retail stores: Strengthening customer appeal of new stores FANC |_

B Measures to increase activity at retail stores opened since H2 2016

Guiding traffic to directly-managed stores

New store sales/customer numbers

<Flyer>

117% 119%
- (0]
Ngwspaper = FANCL SHOP NEWS

Inserts T

TR OF A
t Ve SR SRR LS

Store-front fairs

TNV

Events

Store locations

I Jul Aug Sep Oct Nov Dec
events/media == En gl < 0.~ mmm Sales =O=Customers (growth rate since July)
*Existing customers who have made a purchase in the past
4 months

The measures have been effective in increasing customers at new
stores by 119%
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Full Year Outlook



Full-year outlook to March 2017 FANCL

FY to March 2016 FY to March 2017 Change YoY

(Millions of yen)

Sales 90,850 99,000 +9.0%
Cosmetics 55,016 58,500 +6.3%
Nutritional supplements 28,612 32,800 +14.6%
Other 7,221 7,700 +6.6%

nasuga 2,604 2,700 +3.7%
Kale Juice 2,757 2,840 +3.0%

Operating income 1,204 3,000 +149.1%

Ordinary income 1,421 3,100 +118.0%

Net income 522 6,200 +1085.9%

FANCL 45,670 | +3.2% (Domestic:+4.5%. Overseas:-8.1%)

R g | ATTENIR 9,320 | +22.1%

boscia 2,440 | +13.2% (+19.2% on local currency basis)
Nutritional supplements 32,800 i +14.6% (Domestic: +15.2%. Overseas:+4.3%)
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Full-year outlook and analysis of change in operating income FANCL

Plan - Positive factors - Negative factors

(Millions of yen)

Variable costs | _ Fixed costs ‘

Opening of directly-
managed stores
Reinforcement of R&D
structure

Increase in
R&D costs

Cosmetics: +2,129
Supplements: +422

Other: -1,285 3v000
1,204
Increase in Impact of Marketing Other Personnel Other
FY_20_16 gross profit  decline in costs variable costs fixed costs FY_20.17
Operating income  due to cost-of-sales costs Operating income
growth in ratio
sales
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Policies for FY2018 FANCL

1. FY2018 positioning

OFinal year of the Medium-Term Management Plan (FY 2016-2018)
A year of producing the results of our advertising-led strategy. Continue growing sales and
improving profitability.

2. Main policies

FANCL Strengthen and develop advertising, centering on web advertising
Cosmetics +Strengthen drugstore deployments (Beauty BOUQUET, campaign products, etc.)

*Accelerate growth through introduction of new products and independent

ATTENIR L
communications strategy

+Cultivate and serialize star products, strengthen cross-selling, develop intra-

Supplements o
organizational sales channels

*Open high-quality stores in select locations, strengthen internal and external beauty

Retail stores ) ) . A
counselling, increase activities at individual stores

*Accelerate growth of boscia, accelerate development in Asia, prepare to launch

overseas supplements in China
Advertisin *Develop advertising with emphasis on internet

. *Develop advertising for company stance that sets ‘Honest Quality’ front and center
Costs *Maintain advertising costs at the ¥15bn level but make sales promotion costs more

efficient. Strive to reduce other costs
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Development of intra-organizational sales channels FANCL

New supplement service to meet companies’ health and productivity management needs

Business model

Supplements Main health services (optional)

Counselling
(Email, phone, in person)

An abundant line-up of over 130 different supplements
Allows employees to choose supplements that match
their style of work or health status

) . i 3 e . gt
> < < e
FANCL ’/] A ANC 9. : - -

A 2 [ AEDRESHE * aD .‘_'x“‘“:;
AhEH FEYR-b 40 Ko o, &

BN

Health seminars

Seaias  gn oty i -

ro— - - o =
R e P E= _|_
Pricin Lifestyle evaluation Vascular observations,
. and advice blood vessel age checks
~ Business
Special  Gwners Employees
discount Cover XX% Cover XX% of
of cost cost
Covered by
FANCL
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