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Connect Knowledge.

The Post-COVID-19 era is fnally in full swing and a new normal has arrived.

We feel that people are moving and that cities are coming back to life at an
accelerated pace.

On the other hand, the uncertainties of the times, such as fears of new
pandemics and heightened geopolitical risks, continue, making it an urgent task
to enhance our resilience and ability to respond to changes in the environment.
As the economy moves toward further maturity, what is required is deepening
and exploration.

We are determined to achieve serious transformation through innovation that
connects diverse knowledge.

Connect to Next.

Our role and raison d’etre is to provide value to society.

We believe that this means creating added value for our customers, collaborating
with local communities, and taking into account our environmental impact.
Putting into practice the corporate credo of “Service before Proft” and “Abjure
All Evil and Practice All Good” is exactly creating shared value, and the very
essence of sustainability.

This is the basis of our company’s 300- or 400-year history.

We will be ourselves, honest, and innovative.

We will show a clearer path to renewed growth.
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Values and Vision

Our Values

Service before Proft — This phrase is passage from “Of Honor and
Disgrace” written by Xunzi, a Chinese thinker in the Zhanguo period,
“Those who give priority to service over proft will prosper.” The most
important thing is to approach things with sincerity and good faith.

“Do not sell any products that are of no beneft to customers.” “Do

not rank customers.” “Honesty and loving-kindness come frst.” “An
unfaithful person is useless regardless of how gifted he/she may be.”
Thus Daimaru has told its employees to keep a humble attitude to serve
customers. At Matsuzakaya, the spirit of “Abjure All Evil and Practice
All Good” has been valued. They can be modernized as “Customer-

frst principle” and “Contribution to society.” Thinking of stakeholders
thoroughly and acting accordingly will lead to business growth.

With increasingly diversifed lifestyles, customer needs are seen not just
on festive occasions but also widely in daily life. Many restrictions including
voluntary ban on leaving home and restrictions on travel were placed due
to the recent spread of COVID-19 and people were forced to live with
concerns and frustrations they had never experienced before. This is one of
symbolic events.

By relieving customers of “concerns” and “frustrations” in daily life so
that they can live more conveniently and more comfortably, we hope many
customers will be able to spare more time for festive occasions. We think
that is the social role we will have to fll, that is to say, the cause.

Another recent big trend is heightened awareness of social contribution
as well as a shift to consumption of intangible goods due to diversifed
means of seeking enjoyment. The Group has to be able to propose
something more enjoyable and more exciting in response to such
diversifcation of the means of seeking enjoyment.

We believe “Creating Shared Value (CSV)” to solve social issues through
business activities is nothing less than practicing the Group’s Corporate

Credo simply and honestly.

Corporate Credo0 00 0000000000000 000O0O0O0O0O0O0O0O0O0OOO

Service before Profit

Abjure All Evil and Practice All Good

Basic Mission Statement0 D000 0000000000000 O0OOOOOO0O O

We aim at providing high quality products and
services that meet the changing times and
satisfying customers beyond their expectations.

We aim at developing the Group by contributing to
society at large as a fair and reliable corporation.

Group VisionO OO OOOOOOOOOO0OO0OO00OO00O00O00O0O

Create and Bring to Life “New Happiness.”

JFERWAYOD O OOOoooooooooooogdoooogonoan

Ideas we value to realize the Vision

Create the Future!
Create amazing and pleasing new things of which society and consumers are not yet aware.

Try without fear of failure!
Act without fear of result. And learn from what we tried together.

Introduce new ideas!
Do not look inward but expand your ideas by contacting people, tangible goods, and

intangible goods in the outside world.

Act for yourself!

Do not wait to be told but think and act for yourself. And carry through to the end with enthusiasm.

Be sensible and honest!
Act according to common sense as a member of society. Be always honest and sincere.




Values and Vision

History — Tradition (Foundation O Birth of Department Store)

History of Overcoming Changes

Daimaru and Matsuzakaya that were founded as a kimono fabric store and a kimono

fabric and fancy goods wholesale store, respectively.

The long paths of their 300 and 400 years of histories were uneven.

They converted to department store operators 100 years ago after overcoming a

number of crises and expanding their stores.

By having consistent values and continuing to respond to the changing times,

they embody “sustainability.”

Daimaru

1717

Shimomura Hikoemon Shokei opened
a kimono fabric store “Daimonjiya” in
Fushimi, Kyoto. (Foundation of Daimaru)

1611

Ito Ranmaru Sukemichi opened a kimono
fabric and fancy goods wholesale store in
Honmachi, Nagoya.

Matsuzakaya

17260

Opened Osaka store “Matsuya” in Shinsaibashisuji,
Osaka and began cash sales at fxed prices. (Present
location of Shinsaibashi store)

1728

Opened Nagoya store at Honmachi 4-chome, Nagoya and
used the name “Daimaruya” for the frst time. (Closed in
1910)

1737

Distributed to all stores the hanging scrolls with the
store creed of “Service before Proft” on it.
Completed the construction of the new Kyoto fagship
store in Funaya-cho, Higashinotoin, Kyoto.O

Exterior of Ueno store in 1772

1659

Opened a kimono fabric and fancy goods wholesale
store in Chayamachi, Nagoya.

1736

Changed the trade to a silk and cotton kimono
fabric retailer.

1740

Became a kimono fabric purveyor to the Owari
Tokugawa clan.

1745

Opened a purchasing ofFce in Muromachi Nishiki-
koji, Kyoto.

1768

Acquired Matsuzakaya in Ueno, renamed it
“Ito Matsuzakaya” and entered into Edo.

1743

Opened Edo store at Odenmacho 3-chome,
Edo. (Closed in 1910)

1757

Built Kiba Villa near Hanei Bridge at Kiba
4-chome, Fukagawa, Edo and set up a
shrine of Han-ei Inari in one corner of the
property. (Still present on the premises of
Daimaru Core Building)

1787

Edo store achieved the highest sales in
Japan as a kimono fabric dealer.

1837

The Oshio Rebellion broke out. Daimaru
escaped burning at the hands of mobs
due to its reputation as a philanthropic
merchant.

Japanese traditional puppet show
bunraku “Osaka Hanjoki”

1800

1805

Opened a cotton wholesale store
Kamedana in Odenmacho, Edo.

1868

Ueno store was used as the headquarters of
imperial army during the Ueno war.

1875

Acquired a kimono fabric store Ebisuya
and entered into Osaka.

1881

Opened Ito Bank (predecessor of former
Tokai Bank) in Chayamachi Kado, Nagoya.

Values and Vision

1907
Established “Kabushiki Goshi Kaisha Daimaru
Gofukuten” with a capital of ¥0.5 mn.

1908

Newly built and opened Kobe branch at
Motomachi 4-chome, Kobe.

1912

Opened new three-story reinforced wooden
Kyoto store on Shijodori Street (present
location) as a department store.

1913

Revised and registered the trademark.

1920

Established “Kabushiki Kaisha Daimaru
Gofukuten” with a capital of ¥12 mn.

1922

First implemented a weekly holiday system in
the department store industry.

1927

Opened the frst “Dyeing Laboratory &
Hygienic Laboratory” (present Consumer
End-Use Research Institute) in the
department store industry in Osaka store
(present Shinsaibashi store).

1928

Changed the company name to “Kabushiki
Kaisha Daimaru.”

19005

Opened a department store

1907

Reorganized Ueno store into “Goshi Kaisha
Ito Gofukuten.”

1910

Established “Kabushiki Kaisha Ito
Gofukuten” with a capital of ¥0.5 mn.
Opened a department store in Sakaemachi,
Nagoya.

1917

Completed the new main building of Ueno
store.

1923

Reopened Osaka store (Nipponbashisuji).
(Relocated to Tenmabashi in 1966 and
closed in 2004)

1924

Ginza store opened

1953

Signed an exclusive contract with Christian
Dior. Japan’s frst partnership with a foreign
designer.

1959

Launched private label men’s clothing “Trojan.”

1961

Achieved the highest sales in the Japanese retail
industry. (Consecutively from H2 1960 to H2 1968)

1964

Signed an exclusive contract with Givenchy.

1983

Umeda store opened in Osaka Terminal Building
“Acty Osaka.” Adopted a new Cl and created a
new logo.

1997

Kobe store (hit by the Great Hanshin-Awaji
Earthquake in 1995) was restored and made its
grand opening.

1999

Fully launched management reform (store-
based sales reform and gaisho reform).
(Next year, HR reform and back-ofce reform
were launched.)

1957

Designated cattleya as a symbol fower.

1972

Nagoya store built a north wing.

1991

Nagoya store built a south wing and opened
“Matsuzakaya Museum.”

2003

Sapporo store opened.

2007

Integrated management with Matsuzakaya Holdings Co., Ltd.
Established a holding company J. Front Retailing Co., Ltd.

2009

The north wing of Daimaru Shinsaibashi store opened.

2010

Merged with Matsuzakaya Co., Ltd. and Daimaru Matsuzakaya
Department Stores Co. Ltd. was founded.

2011

Daimaru Umeda store reopened with increased foor space.

The north wing of Daimaru Shinsaibashi
store opened

2000s

J. FRONT RETAILING

Nagoya store built a new south wing

2003

Nagoya store built a new south wing and became
one of the largest department stores in Japan.

2006

Established a holding company Matsuzakaya
Holdings Co., Ltd.

2007

Integrated management with The Daimaru, Inc.
Established a holding company J. Front
Retailing Co., Ltd.

2010

Merged with The Daimaru, Inc. and Daimaru
Matsuzakaya Department Stores Co. Ltd. was
founded.

2011

“Keicho Kosode” from the Matsuzakaya
Collection was designated as a national
important cultural property.



Values and Vision

History — Innovation (Reorganization [0 Portfolio Transformation)

Future Created by Heterogeneity

Changes in the times are more and more accelerated.
The landscape rapidly changed when the bubble economy burst in the 1900s and there was an urgent need for industry

reorganization.

In such a situation, Daimaru and Matsuzakaya Holdings integrated management to expand each other’s strength and

achieve regrowth.

Furthermore, we converted Parco into a consolidated subsidiary in 2012 and converted it into a wholly owned subsidiary

in 2020 to expand our retail wing.

The full-scale fusion of disparate cultures is just beginning.

J. FRONT RETAILING

2007

2007

The Daimaru, Inc. and Matsuzakaya Holdings Co., Ltd.
integrated management and established J. Front Retailing
Co,, Ltd.

Daimaru Tokyo store completed phase 1 of relocation
and expansion.

2008

Daimaru Credit Service, Inc. was renamed JFR Card
Co,, Ltd.

Daimaru Design & Engineering Co., Ltd., Daimaru Mokko
Co,, Ltd., Matsuzakaya Seiko Co.,Ltd. and Refex Japan,
Inc. merged into J. Front Design & Construction Co., Ltd.

Dimples’ Co., Ltd. absorbed Daimaru Sales Associates
Co,, Ltd.

Integrated the information systems of The Daimaru,
Inc. and Matsuzakaya Co., Ltd.

2009

Restaurant Peacock Co., Ltd. absorbed Shoei Foods
Co., Ltd. to form J. Front Foods Co., Ltd.

Matsuzaka Service Co., Ltd. was renamed JFR Service
Co,, Ltd.

The north wing of Daimaru Shinsaibashi store opened.

JFR Service Co., Ltd. absorbed Daimaru Lease & Service
Co., Ltd.

Established J. Front Retailing Co., Ltd. in
Sep 2007

Phase of business integration and reorganization

2012

Acquired a 33.2% stake in Parco Co., Ltd. and
converted it into an equity method associate.

Reached a basic agreement with Shanghai Xin Nan
Dong Project Management Co., Ltd. and Shanghai
New World Co., Ltd. to provide technical support
and cooperation in opening and operating a new
department store in Huangpu District, China.

Established JFR PLAZA Inc. through joint investment
with StylingLife Holdings Inc.

Increased a stake in Parco Co. Ltd. to 65% through
TOB and converted it into a consolidated subsidiary.

PARCO

Dimples’ Co., Ltd. spun of Daimaru Matsuzakaya
Sales Associates Co. Ltd.

Daimaru Tokyo store completed phase 2 of expansion.

Daimaru Umeda store reopened with
increased foor space in Mar 2011

2010 2013

Sold all shares of Peacock Store Ltd., which
operated a supermarket business, to Aeon Co., Ltd.

The Daimaru, Inc. and Matsuzakaya Co., Ltd.
merged into Daimaru Matsuzakaya Department

Stores Co. Ltd. Acquired a 70.52% stake in Forest Co., Ltd. and
J. Front Design & Construction Co., Ltd. absorbed converted it into a consolidated subsidiary.
DHJ Co., Ltd.

The Daimaru Tomonokai, Inc. absorbed Matsuzakaya
Tomonokai Co., Ltd. to form Daimaru Matsuzakaya
Tomonokai Co., Ltd.

2011

“Keicho Kosode” from the Matsuzakaya Collection was
designated as a national important cultural property.
Daimaru Umeda store reopened with increased foor
space.

Values and Vision

2014

FY2014-FY2016 Medium-term Business Plan started.

Became affliated with Rakuten R-Point Card service.
Fukuoka PARCO opened a new building.

Invested in Cool Japan Fund.

2015

Increased foor space of the main building of
Fukuoka PARCO.

Acquired a 22.6% stake in Senshukai Co., Ltd. and
converted it into an equity method associate.

Shanghai New World Daimaru Department Store
opened.

Decided to rebuild the main building of Daimaru
Shinsaibashi store.

Decided to rebuild Shibuya PARCO.

Invested in Scrum Ventures.

Phase of building
foundations

FY2014 ~FY2016

Medium-term Business Plan

Daimaru Kyoto Store Gion Machiya opened
in Nov 2016

= -

GENTA was created in the north wing of
Matsuzakaya Nagoya store in 2016

2017

FY2017-FY2021 Medium-term Business Plan started.

Voluntarily adopted the International Financial Reporting
Standards (IFRS).

Transferred the business of JFR Online Co. Ltd.
GINZA SIX opened.

Transitioned to a Company with Three Committees
(Nomination, Audit and Remuneration Committees).

Transferred shares of Forest Co., Ltd.

Ueno PARCO_ya opened.

Ueno Frontier Tower opened.

JFR PLAZA Inc. was dissolved and liquidated.

2018

Accepted purchase of own shares by Senshukai Co., Ltd.

GINZA SIX opened in Apr 2017

Phase of changing the business Phase of promoting the portfolio
structure transformation

FY2017 ~ FY2021 FY2021 ~FY2023

Medium-term Business Plan Medium-term Business Plan

2021

Transferred all shares of a consolidated subsidiary J.
Front Foods Co., Ltd. (Feb)

The new Medium-term Business Plan started. (Mar)
Transferred all shares of Neuve A Co., Ltd. (Jun)
Daimaru Matsuzakaya Department Stores Co. Ltd.

absorbed Daimaru Matsuzakaya Sales Associates
Co. Ltd. (Sep)

The main building of Daimaru Shinsaibashi 2022
store made its grand opening in Sep 2019
Partially transferred shares of Dimples’ Co., Ltd. (Feb)
201 9 Established a CVC fund JFR MIRAI CREATORS Fund
jointly with Ignition Point Venture Partners Inc. (Oct)
IIREAIED RSO EEsth () Acquired a 50.8% stake in XENOZ Co., Ltd. and
SAN-A Urasoe West Coast PARCO CITY opened. (Jun) converted it into a subsidiary. (Nov)

The new main building of Daimaru Shinsaibashi
store opened. (Sep)

New Shibuya PARCO opened. (Nov) 2023

Commenced TOB to convert Parco Co., Ltd. into a Established J. Front City Development Co., Ltd. (Mar)

wholly owned subsidiary. (Dec
Y . (Dec) Invested in Financie, Inc. (Apr)

2020

Daimaru Matsuzakaya Department Stores Co.
Ltd. absorbed The Shimonoseki Daimaru, Inc. and
converted it into a directly managed store. (Mar)

Converted Parco Co., Ltd. into a wholly owned
subsidiary. (Mar)

Suspended the current Medium-term Business
Plan and began to formulate a new Medium-term
Business Plan.

Transferred the Real Estate Business of Daimaru
Matsuzakaya Department Stores Co. Ltd. to Parco
Co., Ltd. (Sep)

Shinsaibashi PARCO opened in the north wing of
Shinsaibashi store. (Nov)
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Values and Vision
Sustainability Management

Creating Shared Value

Sustainability Management

The Group has encountered a number of crises over its 300 and 400 years of
history. Every time we have faced these situations, we have returned to our Corporate
Credo “Service before Proft” and “Abjure All Evil and Practice All Good” and carried
out business activities honestly while responding to changes in customers and
society quickly. We frmly believe this is what has led us to our current management.
Companies cannot develop without coexistence with society. Currently it is essential
for the management to paint the vision of what the company should be in the future,
which will have a prominent presence in a society, from a longer-term perspective. It
is evident that we cannot conduct business activities looking away from issues such
as the environment, society and human rights. We think we will be able to obtain
a framework for sustainable management for future growth by incorporating the
concept of sustainability for the solution of these issues into our corporate strategies
and business strategies.

Based on the Corporate Credo and with sustainability at the core of management,
we will strive to solve social issues through business activities to achieve both social
value and economic value.

Direction of the Road Ahead

Corporate
Credo

Create and
Bring to Life

“New Happiness.”

Service
before Profit

Abjure All Evil and

Practice All Good
management

Integrate corporate strategy /
business strategy with sustainability

Group Vision

Create and Bring to Life
“New Happiness.”

Sustainability Policy
With People, with
Local Communities, with Environment

Practice CSV (Creating Shared Value)
using the Group’s strengths

Corporate vision and value delivery

Produce fulfilling lifestyles and create unique
communities to coexist with local communities

Propose Well-Being Life as
the goal of the Group Vision through
new value creation

Management strategy / business strategy

Values and Vision

Realization of decarbonized society

12 s 13 50

Promotion of circular economy o) K&

Priority Tasks to be
Addressed by the Group

Management of the entire supply chain

13 o

Promotion of diversity & inclusion

ORCENT WORK D

ECONOWIC GRONTH

o

Realization of work-life integration

v

Realization of customers’ healthy/safe/ BE=
L 4

secure life

QO

Materialities
(Important Tasks)

Coexistence with local communities ﬁaé
3

Niom

We have identifed materialities to promote sustainability management
and realize Well-Being Life, which is the goal of the Group Vision.

As a result of considering environmental issues, changes in the
external environment due to COVID-19 and other reasons, the balance
between existing materialities, and furthermore, contribution to SDGs,
we newly added “promotion of circular economy” and “realization of
customers’ healthy/safe/secure life.”

With regard to existing materialities, in response to the growing
awareness of decarbonization in Japan and abroad, we revised “contribution
to a low-carbon society” to “realization of decarbonized society.” In addition,
in consideration of the social background, we also revised “promotion of
diversity” to “promotion of diversity & inclusion” and “realization of work-life
balance” to “realization of work-life integration.”

Going forward, by clarifying both risks and opportunities with respect to the
seven materialities, we will create business opportunities in each materiality,
while responding to risks, and aim to realize social value and economic value
simultaneously based on the concept of CSV (Creating Shared Value).

slapjoyaess uo oedw|

Process for identifying materialities

‘ Questionnaire survey of stakeholders (4,250 persons), interview with management ‘

by Asapn

>
>

UbIH

J. Front Retailing Group materiality map

Realization of decarbonized society

Management of the  Realization of customers’
entire supply chain ® ® healthy/safe/secure life
(X} .
Promotion of diversity & inclusion ® ® Realization of
Lo work-life integration

Promotion of
circular economy
.

. . .
® Coexistence with
. . local communities
. .

High

>

P Very high

Impact on J. Front Retailing Group

Prepared materiality map

V
Recognized environmental and social issues Hearings on important tasks Evaluated the Group’s strengths and impact Discussed and
Listed materiality candidates from the stakeholder's perspective Extracted important tasks for the Group identified
A A

Selected 100 social issues that are
expected to have a significant impact
on the environment and society

Selected 25 items based on the Group’s initiatives, ESG guidelines, benchmark

companies (organizational governance, human rights, labor practices, environment,

fair business practices, community, etc.)

Discussed by the Management Meeting
and the Board of Directors

2018 selected 5 materialities

“Contribution to a low-carbon society”
“Management of the entire supply chain”
“Coexistence with local communities”
“Promotion of diversity”

“Realization of work-life balance”

Reviewed from the perspectives of changes in the external
environment surrounding environmental issues, changes due to
COVID-19 and the Group’s materialities

V

A

Discussed by the Management Meeting
and the Board of Directors

2021 Added 2 materialities and updated 3 items

“Realization of decarbonized society”

“Promotion of circular economy”

“Management of the entire supply chain”

“Promotion of diversity & inclusion”

“Realization of work-life integration”

“Realization of customers’ healthy/safe/secure life”
“Coexistence with local communities”

*Newly added materialities are shown in red.
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Value Creation
Top Message

YOSHIMOTO Tatsuya

Director, President and Representative Executivg

J. Front Retailing Co., Ltd.

Value Creation

Delayed full-scale reopening begins

In May of this year, COVID-19 was moved to Class
5 under the Infectious Diseases Control Law, which is
equivalent to seasonal infuenza. The department store
industry has been the slowest to reopen among retailers,
but it is finally on the road to a full-fledged recovery.
With the resurgence of foot tra®c, we expect economic
activity to become increasingly normalized and vigorous.

In addition, the move toward a higher level of wage
increases, which has not been seen in recent years,
is expected to ensure that consumer sentiment will
be positive. The Company has added a fat 10,000 yen
per month to the monthly wages for fscal 2023, under
the name of “livelihood support subsidy.” Furthermore,
given that Japan’s domestic personal fnancial assets,
including residual COVID-19 savings, continue to
exceed 2,000 trillion yen, it could be said that the
sentiment is such that any single trigger, such as the
provision of absolute asset value or irreplaceable
experience value, would certainly have a positive
efect on consumption.

The driving force behind our recovery process is
spending by the wealthy class in department store

Even taking into account such uncertainties, | am
certain that the reopening efect will be sustained to
a certain extent, considering the accelerating recovery
of domestic foot tra®c and the expected demand from
inbound customers from mainland China, given that
the industry has lagged behind.

However, we try not to overestimate the current
situation. Rather, we believe that we are now at a major
turning point and that this is an opportunity to “move
up a gear for change.” The essential challenges that the
Department Store has faced up to now have not been
solved suddenly. | still hold the belief that a bright future
cannot be envisioned as an extension of the past.

Strengthen stores based on capital
proftability

To achieve portfolio transformation, we are working
to enhance business management by adopting ROIC

sales. During the current medium-term plan period,
our first priority is to fully recover both BS and PL
from the damage caused by the COVID-19 pandemic,
and while we have been forced to narrow down our
investments to some extent, the Department Store
has focused on strengthening the luxury and watch
categories. We also see a further expansion of our
digital touch points beyond our expectations.

In particular, we have been able to encourage
consumption among relatively young customers in their
20s to 40s, and the share of these customers in our
gaisho sales has increased to nearly 30%. Furthermore,
the recent rise in stock prices will continue to boost
spending by the wealthy class as an asset efect.

Meanwhile, we are keeping a close watch on the
prolonged inflationary situation. The rise in utilities
expenses had a negative impact of 2.6 billion yen on
operating proft in Fscal 2022, and we expect the same
level of impact in fiscal 2023. At home, in addition
to rising utilities expenses, there are also cases
where prices for the same items such as food are
repeatedly raised several times. Despite the rare and
unprecedented increase in wages in recent years, it is
undeniable that real wages have been slow to rise.

by business with an awareness of cost of capital. We
believe that pursuing higher ROIC by business from
the perspective of return on invested capital is the
way to evolve business management. Another key
point is that it is an easy-to-understand indicator of
the link between business profitability improvement
and employee eforts.

The Department Store Business has the highest
ROIC in our current business portfolio, but it is clear
that concentrating investment in this area is not the
direction we should take from a medium- to long-
term perspective. On the other hand, we also believe
that it is not impossible to achieve a higher ROIC with
the various reform initiatives the Department Store is
currently pursuing. We believe that even if growth by
increasing the number of stores is difficult, there is
plenty of room for evolution by reforming the business
model. The Department Store is already able to track
BS by store, and we hope to take advantage of the
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adoption of ROIC by business to further improve
capital proftability.

We believe that our retail business is predicated on
the strength of our real stores, even when promoting
digitalization. To make our stores stronger, we must
refine our content, services, store environment, and
highly efFcient operations. To this end, we believe that
we should be more aggressive in investing in stores
where we can expect a solid return, while assessing
the capital profitability of each store. The adoption
of ROIC has also led to a change in mindset that
emphasizes such an investment-return relationship.

In recent years, the reconstruction of the
Shinsaibashi store required a large amount of cash,
so it is undeniable that investment in other key stores
has been somewhat restrained. Specifically, we
believe that department stores such as the Nagoya,
Sapporo, and Kobe stores have the potential to earn
substantial cash if appropriate investments are made.

In order for ROIC management to take root at
the group level, it is extremely important that the
field staff understand the importance of ROIC
management. We would like to keep in mind that we
should proceed from the same perspective as the
operating companies, rather than from the “top-down”

perspective of the holding company.

Last fiscal year was positioned as the phase to
spread understanding, and we held study sessions
and briefings at each of our operating companies,
as well as discussions on KPls, how to operate the
KPI tree, etc. In this fiscal 2023, we will conduct
preliminary operations at some of our department
stores and PARCO stores. We will also chart the path
toward setting and achieving the fnancial targets of
the next medium-term plan, centered on ROIC, with
the aim of starting full-scale operations in fscal 2024.

While the focus is on improving PBR of less than
one in the capital market, we are confident that
the adoption of ROIC by business will enable us to
achieve management sophistication and increase the
ROIC spread for each business, which will also lead to
higher PBR.

However, the fundamental reason why our PBR
is currently around one is that we do not have a
clear path to medium- to long-term growth. It is
also essential to aggressively make the necessary
investments to deepen and explore for growth.
Therefore, | believe that we need to more clearly show
what kind of future the changes we are working on
now will lead to.

Only “people” can bring about innovation.

Therefore, both young people and outsiders are actively involved.

Turn diversity into innovation

Innovation is essential to survive in these highly
uncertain times. Innovation is created from the
combination of existing knowledge, and only “people”
can bring about that innovation. Therefore, it is
obvious that the more diverse the knowledge is,
the more choices we have. In terms of diversity,
while promoting more women is a must, we place
greater emphasis on the “diversity of thinking” that
arises from people who are diverse in terms of age,
background, and others.

| think one of the key points is to include people
who have grown up in the culture of Parco, which is
different from that of the Department Store. Parco
became a wholly owned subsidiary in March 2020,
but in the first year after that, its human resources
were not fully incorporated into the Group, and it was

almost a stand-alone organization.

Therefore, as we move forward with the current
medium-term plan, we have made a conscious efort
to assign people from Parco to key posts, primarily
in the holding company. As we worked together in
earnest, it became clear that there are many people
with various ideas and perspectives that are diferent
from those from the Department Store. We are
convinced that incorporating and integrating this
knowledge into the Group will be one of our major
weapons in the future.

In addition, we are actively promoting mid-career
hiring from outside, particularly in management
strategy, finance, and legal affairs. | expect that the
percentage of mid-career hires at the holding company
will reach up to 50% in the near future. It is true that
it is becoming more and more diFcult to hire digital
human resources. Needless to say, digital technology

Value Creation
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is an indispensable factor in terms of productivity
improvement. For this reason, we launched the Digital
Human Resource Development Plan last fall, with a
digital specialist hired from outside as a leader. We
have set a challenging goal of developing 1,000 digital
human resources by 2030, and we are actively working
toward this goal.

Utilizing diverse ideas and perspectives is not
limited to bringing in human resources themselves.
In other words, | feel it is important to create
opportunities for collaboration with outside parties,
especially for young people. The CVC fund we
established last fall aims to fulfill just such a
role. Young people are taking the lead in seeking
collaboration with startups and working to create
synergies through innovation, involving employees of
operating companies. Five investments have already
been made, and we are looking forward to seeing
what output will be shown from them.

| think diversity is really progressing at the holding
company. However, unfortunately at Daimaru
Matsuzakaya Department Stores and Parco, we have to
say that there is still a long way to go. We would like to
make a strong efort to promote innovation in this area.

Customer creation in the “new era”

The Department Store Business is supported by
regular customers of relatively older age groups. On the
one hand, this means that we are aging together with
our customers, and our challenge is how to develop new
customers, especially younger customers.

As | mentioned earlier, the Department Store’s
gaisho sales, which represent spending by affluent
customers, are growing as the share of purchases by
customers in their 20s to 40s who are relatively young
as the Department Store’s customers is expanding
after the COVID-19 pandemic. This means that robust
purchases continue, centered on content such as
luxury items and contemporary art. | feel that what is

important is the content, the digitalization of touch
points, and the real store space.

An even stronger indication of this is the movement
of GINZA SIX, which is increasing its presence as
a luxury mall. GINZA SIX opened in 2017 with the
choice “not to operate as a department store.” Later,
in 2021, many of the shops were due for renewal, so
a major renovation was undertaken, including tenant
replacement. Although there were some negative
views because it was right in the middle of COVID-19,
it continues to make greater-than-expected strides,
recording its highest monthly sales ever in December
of last year. Of particular note is that customers in
their 20s and 30s account for half of its sales. We
see potential in this fact for the future of the Group. |
feel that there is still much more that we can do as a
retailer to create new customers.

To broaden the perspective of customer creation
a bit more, how the Group can access the Millennial
Generation and Generation Z is a major issue as
the Group aims for medium- to long-term growth. |
make a conscious efort to talk with people of these
generations, and | nd that their lifestyles and values
are clearly different from those of us, the Showa
generation, in ways that cannot be explained simply
by the demographic factor of age. Both of them are
digital natives, and Generation Z in particular is said
to be social natives, so we believe that a completely
diferent approach is needed.

As part of these efforts, we decided to enter the
esports business by acquiring a 50.8% stake in XENOZ
Co., Ltd., which operates the esports team SCARZ,
in October last year, making it a subsidiary. Esports
is characterized by a high level of interest among
the younger generation, especially those in their
teens to 30s, including Generation Z. It has a high
afnity with businesses utilizing digital technologies,
such as metaverse and NFT, and various business

developments are expected. While steadily realizing
the real-world efect of attracting customers, such as
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holding events at the Group’s facilities, we believe that
expanding our business to the digital side will lead to
the acceleration of strategy execution.

We will acquire leading content and make our real
commercial facilities stronger. In order to cultivate
new markets, the enhancement of content is the
cornerstone. | am convinced that esports will be an
important part of this process.

As another important factor, in terms of organizing
customers, | think it is essential to devise an approach
that takes into account the changing times. Today’s
consumer behavior is characterized by the presence
of a narrow and deep market, against a backdrop
of diversified values and fragmented customer
preferences. | believe that key words such as infatuation
and fervor also represent such a situation. In other
words, we are in an era where the connection between
like-minded people is emphasized, which is truly the era
of community, and we are also considering utilizing the
information obtained from the interaction of like-minded
people there in commerce. We are already making
preparations, including investment in companies with
such management capabilities and know-how, and hope
to link this to the creation of new customers.

“Community” as a growth driver

As of March 1 this year, the Developer Business that
had been handled by Parco was split of from Parco and
started anew as an independent company called J. Front
City Development. At the same time, the CRE Strategy
Unit was newly established in the holding company
to optimize the Developer Business from the Group’s

perspective and maximize value creation. And | was
appointed as the head of this unit concurrently.
Seven cities designated as key areas for the new

company’s strategic promotion (Tokyo, Sapporo,
Nagoya, Osaka, Kyoto, Kobe, and Hakata) are home to
Daimaru or Matsuzakaya department stores or PARCO
stores. In other words, we believe that our unique
feature and strength is that we own real estate in
major cities that can be developed, including the areas
surrounding our stores. Projects are already underway
in the Sakae area in Nagoya and the Shinsaibashi area
in Osaka, both of which are scheduled for completion
in 2026. Furthermore, in the Tenjin area in Fukuoka,
the Tenjin Big Bang has fnally begun to move forward,
and we have started to study the possibility of moving
forward with a large-scale development project. Also for
other key areas, we plan to show concrete pipelines in
due course. We hope that you will look forward to this
as one direction for our portfolio transformation with a
new growth driver.

In order to expand the Developer Business, we will
work on non-commercial businesses such as hotels,
offices, and residences to diversify earnings as the
Developer Business, but the significance for us to
operate the Developer Business lies in our strength in
commerce. However, we believe that we can provide
unique value to society by creating a “new type of retail”
that combines the strengths of the Department Store
and Parco, rather than limiting ourselves to existing
retailers such as the Department Store and Parco. |
believe that our ability to do so is what makes the Group
unique.

In this way, our major value of existence is our
commitment to coexistence with local communities,
based on our nationwide department stores and PARCO
stores. Rather than viewing the stores in the community
as “dots,” we view them as “areas” involving the
community, and link them to various actions from the
perspective of creating and providing the value sought
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by the local community.

One example of a unique local initiative that | feel
has potential is the Kyushu Tankentai (literally Kyushu
expedition team), which was started at Hakata Daimaru.
This project aims to revitalize the entire region by
having our department store employees visit cities
in Kyushu and Okinawa and, in cooperation with the
local governments, uncover attractive people, tangible
goods, intangible goods, and even culture in those cities
that are not yet widely known, and introduce them to
the public through us. As of July 2023, we have been

Creating shared value is the practice of
our corporate credo

| am reminded once again that our corporate credo,
“Service before Proft,” or “Abjure All Evils and Practice
All Good,” is an idea that truly fts the times we live in
today. Those who give priority to service over proft will
prosper. Do no evil, but do good. | believe that they are
simple expressions of what it means to contribute to
society.

Contributing to society means continuing to provide
our unique value to society, which in turn leads to
economic value. We recognize that this is CSV (Creating
Shared Value) itself.

A bird’s-eye view of our supply chain reminds us
that we are in the middle, connecting our suppliers to
consumers. In other words, we are able to reach out
to each of our suppliers and customers in a variety of
ways, and | think it is fair to say that we exist to play
this role in society.

We recognize that one of the ways to reduce
greenhouse gas emissions toward a decarbonized
society is to address Scope 3, which is indirect
emissions other than Scope 1 and Scope 2. Scope 3
initiatives cannot be realized without the cooperation of
our suppliers. More than 80% of our Scope 3 emissions
are from Daimaru Matsuzakaya Department Stores,
but by informing our suppliers of our efforts toward
a decarbonized society through briefing sessions, we
demonstrate our resolve and ask for their cooperation in
making their emissions visible.

certified as an information dissemination ambassador
by 112 cities in the Kyushu and Okinawa areas.

In addition, Parco and CAMPFIRE, Inc. jointly operate
the crowdfunding BOOSTER, and Daimaru, Matsuzakaya,
and PARCO stores collaborate with the local communities
to create an evolved regional revitalization system
together with local craftsmen and companies.

Unearth and polish local gemstones. In addition to the
expansion of high-quality global content, such efforts
may lead to a global strategy that includes inbound
sales in the future.

As we are in the middle of the supply chain,

we will do our part for sustainability.

In addition, when we think about what we can do in
our own way while leveraging our strengths to balance
sustainability for both society and our corporation, | feel
certain that the direction we should take is to a little
more strengthen our eforts toward a circular economy.

Launched in March 2021 as a subscription business,
AnotherADdress has been strongly favored by
customers based on the belief that clothes are not
disposable. We are developing a business model that
goes beyond fashion rentals, partnering with a 3PL
company, a delivery company, a cleaning company,
and a recycling company that are promoting their own
sustainable initiatives.

In addition, the ECOFF program to collect customers’
unwanted clothing and accessories has been gaining
recognition from customers every year since its launch
in 2016, and in fscal 2022, 367 tons were collected, with
a record number of participants.

Customers’ awareness and values have clearly
changed, and | feel that they are becoming more and
more conscious of sustainability. This tendency is
especially strong among the younger generation.

We have been in existence for 300 or 400 years
because we have been able to quickly identify and
respond to the changes of the times and our customers.
However, discontinuous thinking is indispensable for
rapid changes like now. Therefore, we are prepared that
the road to change will not be smooth. We will continue
to create indispensable value for society by carefully
assessing what we can do and what only we can do.
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J. Front Retailing
Value Creation Process

Under the Basic Mission Statement and the Group Vision, J. Front Retailing, together with stakeholders, is committed to
creating high quality, fresh, hospitable, and fulflling life adapted to the changing times.

The business activity of J. Front Retailing is to constantly seek to create rich markets that grow with local communities,
which is led by the Department Store and Parco.

It is nothing less than to create, as a public entity of society, new value with which its various stakeholders emphasize.
Circulating the Group’s business model and creating new value using the six capitals of J. Front Retailing efectively and
efciently are the process to create the brand value of J. Front Retailing, which will result in the creation of new value with
which society emphasizes.

Through this initiative, we will aim to realize CSV management that achieves social value and economic value at the same
time, contribute to society at large, and develop the Group.

Realization of
decarbonized
society

Capital investment/
=Tl growth investment

capital SNHEFEEN

O Total FY2021-FY20230

Promotion of
circular
economy

(Business model)

Group headcount

LRPIOX Business structure
Human 7,300 people

capital 0 February 28, 20230

Strength

Management of CVC fund Department Commercial Good
the entire ¥1 0 5 Store production customer
supply chain g FY2.023E| Business capability base
Daimaru/
ONERTEN) Mateuzakaya/ Core Businesses Core Competence
capital
33 stores

Promotion of
diversity &
inclusion

O February 28, 20231
Payment and

Finance
Business

Developer

Business

*

creators locations

E?<temal Brand value
enwronm_ent Know-how
_recognition for store planning IT P46
(Risk recognition) Know-how for sales
P32 Intell [\ Toor development P.58
Realization of teliectual Know-how Human resources

capital

work-life for store operation

integration

Governance
No. of the Group’s
major business partners

Social WAL

relationship 9,000 companies
(= 10i\ [ February 28, 20230

Advanced sustainability
management

Decline of existing
business models
Increasingly accelerating
digitalization

Changes in consumer
behavior after COVID-19
Urban decentralization
Accelerating income polarization
Declining birthrate and

aging population / longevity

Realization of
customers’
healthy/safe/
secure life

Energy usage
\ET[ B Approx.

capital 430,439 MWh

Coexistence [ Results in FY20220
with local

communities

Digital Strategy

REUNES Real estate
including assets
suppliers and in urban

Value Creation

Customers

We will provide genuine
satisfaction captivating
customers by ofering
new value.

Shareholders

We will enhance corporate
value over the long term
by implementing highly
proftable and highly
efcient management.

High quality
products/services

Prime
content

Business
partners

We will build the relations
of trust by working
hard together and aim
to grow together.

ROE

100

( Vision )

Hospitality

Create and
Bring to Life
“New Happiness.”

Consolidated
operating proft
Real

X

Employees

We will realize workplaces in
which employees’ performance

in m\gr? g;zpn ent Emo.tiqnal ly and contribution are fairly
positions stirring evaluated and they can realize
. . entertainment their exhibition of ability and
Prime Life 50|:| growth and have job
Strategy satisfaction.

Scope land 2
GHG emissions

-600

Ovs. FY20170

Communities

We will contribute to
community development
and promote environment-
friendly business activities
as a good corporate
citizen.

Innovative and
creative space

Developer
Strategy

TR From September 25 to 27 in 2015, which is a milestone
sevormont GLPALS year of the development agenda, the United Nations
Sustainable Development Summit was held at the
United Nations Headquarters in New York, and with
the participation of more than 150 leaders of member
states, the “Transforming our world: the 2030 Agenda
for Sustainable Development” was adopted as its
outcome document.

We have implemented CSR systems using ISO 26000
as their guidelines to create shared value.
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