I am Takahara of Unicharm.
Thank you very much for participating in Unicharm Co., Ltd.'s second quarter
financial results web conference for the fiscal year ending December 2021.
Please take a look at page 2 of the materials you have.
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First, I would like to give you an overview of the financial results for the second
quarter.
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Look at page 3.
Here is a summary of the second quarter of the fiscal year ending December
2021.
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Please see page 4. Here are the highlights.
As for the results for the second quarter of the fiscal year ending December
2021,
sales increased by 5.7% to JPY377 billion, and core operating income
increased by 11.7% to JPY61.8 billion, setting a new record high.
The core operating income margin also improved by 0.9 points to 16.4%, which
is the highest income margin ever for the first half of a fiscal year.
The gross profit rate here improved by 1.2 points, and the key factor was a 0.4
point improvement in material-related costs in the first half of the fiscal year,
which made a significant contribution.
The reason for the large increase in quarterly profit before tax and quarterly
profit attributable to owners of the parent company is that JPY16.1 billion in
losses from the fire at the plant in India, which was treated as other expenses in
the previous fiscal year was recorded. In financial expenses, foreign exchange
losses were recorded in the previous fiscal year.
In the current fiscal year, on the contrary, the appreciation of the local currency
resulted in foreign exchange gains, which is the main reason for the
improvement of JPY2.7 billion.
As for the progress of the consolidated forecast, as you can see on the right
side of the table, both sales and core operating income ratio are progressing
steadily, and especially core operating income is progressing more than
expected.
The details of the financial results will be explained on the next and subsequent
pages.
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Please see page 5.
This is the transition of the quarterly results.
The coronavirus has spread again in Asia. In China, mutant viruses have
recently reappeared.
But even in this environment, hygiene products have remained very stable
because they are daily necessities.
Compared to 2019, the year before expansion of coronavirus, both sales and
income have been growing steadily.
Incidentally, in terms of quarterly sales, for the second quarter, sales for the past
3 months were JPY194.9 billion, which is a record high on an IFRS basis.
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Please see page 6. This is the core operating income fluctuation.
I will start with the items on the left of the table. SG&A expenses.
In particular, we are aggressively investing in advertising in Japan, China, and the Middle
East, each focusing on new products, and have increased our advertising expenses by
JPY2.3 billion.
As for logistics costs, they are increasing especially in Indonesia and China. This is the
effect of the coronavirus. Also, regarding the export of products from Indonesia to India, in
response to the decrease in supply due to the fire, we are importing products from
Indonesia to India, and the export cost for that is increasing. Also, there is a global
shortage of containers, so logistics costs are rising,
Also in China due to the coronavirus, logistics has been stopped in the previous fiscal
year, which has led to an increase in inventory and other costs. This resulted in a cost
increase of JPY2.2 billion.
The JPY1.3 billion increase in other items is due to the increase in personnel expenses
(600 million yen), R&D expenses (300 million yen, and etc...
Next, with regard to material-related costs, JPY1.5 billion is the increase in profit due to
the decline in unit prices.
The point is the "product composition, etc.", but the sales composition ratio of feminine
care-related products and healthcare-related products, which have many high gross profit
products, has increased, and conversely, the composition ratio of baby care-related
products with low gross margin. The lower product mix has improved. As a result, gross
profit increased by 3 billion yen in “Product composition, etc.”
The main reason for the increase of 8.2 billion yen in the "quantity, etc." part is that the
quantity increased due to the increase in sales in China, Japan, Southeast Asia, etc.
As a result, Selling and administrative expenses increased by approximately 6.2 billion
yen and gross margin increased by approximately 12.7 billion yen compared to the

previous fiscal year, resulting in an increase in operating income of 6.5 billion
yen.

Please see page 7.
This is the geographical segment information.
In Japan, sales increased by 2.8% to 141.4 billion yen, core operating income
increased by 9.1% to 29 billion yen, and the core operating income margin
improved to 1.2P to 20.5%.
In the previous fiscal year, the spread of coronavirus led to a rapid increase in
demand for masks and other hygiene-related products at the level of panic
buying due to heightened awareness of infection prevention. In the current fiscal
year, we had expected a decline in sales due to the reaction to that, but even in
this environment, mask sales continued to grow at a high rate of 12%. Adult
diapers at stores grew by 9%, while pet care grew by more than 10%.
Next, is the Asia region.
In Asia, sales were 175.9 billion yen, an increase of 8.6%, core operating
income was 26 billion yen, an increase of 13.2%, and a core operating income
margin was 14.8%, an improvement of 0.6 points from the previous fiscal year.
In particular, sales in China continued to grow by about 8%, and among
feminine care-related products, premium products such as pants-type napkins
performed well. Regarding baby care-related products, unfortunately, demand
for products made in Japan has continued to decline, but on the contrary,
Moony made in China has been performing well.
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As you can see on page 8.
This graph for the sales ratio of overseas markets.
Overseas sales account for 63.1% of total sales.
Within that, Asia accounts for 46.7% of the total.
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See Page 9
This the graph of core operating income margin.
On a consolidated basis, it reached a record high of 16.4% for the cumulative
second quarter.
Income margins are improving, with Japan exceeding 20% to 20.5%, Asia to
14.8%, and others to 11.1%.
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Please see page 10.
Here is the segment information by business. Regarding an increase of sales
and an increase of income in the Personal Care, the impact of the reemergence
of coronavirus infection had a negative effect, especially in Asia. But sales of
feminine care-related products increased by 12%, amounting to an increase of
JPY9.4 billion.
For healthcare-related products, sales increased by 8% here, equivalent to the
amount of JPY5.8 billion. Sales of baby care products also increased by 3%, or
up JPY3.7 billion.
Each of them performed well, especially Feminine Care, which posted higher
income and sales.
On the other hand, in the Clean & Fresh category, as with masks, there was a
reaction to the special demand for wet wipes in the previous fiscal year, and
sales of wet wipes and cleaning products declined by double digits, or down
13%. In terms of value, sales decreased by JPY2.2 billion, and profits also
declined by JPY0.7 billion.
However, when compared to the year before last, the so-called normal month,
the normal period, the sales situation of wet wipes is that it has increased by
30% compared to 2019. It’s not getting any worse.
Both sales and profit in pet care increased, especially in Japan where sales
increased by JPY3.3 billion and income increased by JPY0.3 billion. In
particular, cat-related products have been performing well among them.
In the US, as I explained earlier by region, the negative effects of the shortage

10

of products because of the unavailability of imports due to the coronavirus
were recovered in the second quarter, resulting in increased sales and
income. Sales increased by JPY900 million, and income increased by
JPY500 million.

Next, please see page 11.
This is the effect of exchange fluctuations in each currency.
Due to rate fluctuations in each currency,
the impact of converting financial statements on the settlement rate is that sales
increased by approximately 7.5 billion yen year-on-year.
Core operating income increased by approximately 1.2 billion yen.
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Please see page 12.
I would like to explain again about our medium and long-term strategies and
financial goals.
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Please see page 13.
This is the outline of strategies for each segment toward 2030.
The 11th mid-term management plan has been formulated with the aim of
contributing to the SDGs as the Unicharm Group’s purpose, and as a strategy
to realize a cohesive society.
As growth strategies that can only be achieved by Unicharm, we aim to support
a cohesive society as a result of our contribution to the entire life of our
customers, including babies and the elderly, including pets, over the long term.
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Please see page 14.
This the FY2023 target.
First, from the top left corner to the right, the percentage of overseas sales will
increase from 63% to 65% by 2023. In particular, we envision new areas of
entry, expansion into Africa, etc. We would like to gain a 10% market share in
new areas.
In addition, we have set a goal to become the number one in the market in
terms of adult diapers category share in China’s key cities.
And then proceed with localization. Localization of management is one of
Unicharm’s challenges, and we will increase the number of companies that are
managed by local executives in their home countries.
The KPI is 65% for the general manager class. From the perspective of diversity,
we will promote the ratio of female managers to 30% on a consolidated basis
and 18% in Japan as a KPI.
And digital. If you look at the bottom row from left to right, you will see that we
have set a goal of providing the world’s first optimal excretion care proposal by
2023, especially in the areas of health care tech, baby tech, and feminine tech,
as well as excretion care using digital technology.
In terms of the environment, we have set a goal for 2023 to recycle used
disposable diapers and reduce the use of plastic packaging materials by 5%.
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As you can see on page 15, we are aiming for sales of JPY888 billion, and a
core operating income margin of 15.5% in 2023 as our financial targets.
Further ahead, in 2030, we aim to achieve sales of JPY1.4 trillion and a core
operating income margin of 17%.
Although we have just started our new medium to long-term management plan,
we have determined our KPIs and have made a good start in this interim period.
The environment is always harsh, but we will continue to do our best.
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From page 16 onwards, we will discuss the return policy for shareholders.
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Look at page 17.
We plan to maintain a total return ratio of 50% this fiscal year through dividends
linked to business performance and share buybacks.
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Please see page 18.
Regarding the dividend per share, in FY2021, we will pay a dividend of 18 yen
per share at the end of the second quarter, a dividend increase of 2 yen per
share for the year, and a dividend of 36 yen for the full year.
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Please see page 19.
This is history of share buy-back.
In FY2021, the board of directors on February 15, 2021 resolved to acquire a
maximum acquisition amount of 16 billion yen and a maximum of 4 million
shares, so by the end of June, about 16 billion yen of treasury stock has been
acquired.
Going forward, we will continue to pay stable and continuous dividends and
acquire treasury stock, and consider returning profits to shareholders as one of
our important management policies. We will strive to improve.
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From page 20 of the presentation, we have formulated 20 specific most important
themes as an initiative toward the realization of a cohesive society.
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Please see page 21.
Toward the realization of a cohesive society, we have formulated the mediumto long-term ESG objectives "Kyo-sei Life Vision 2030" and announced it in
October 2020.
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Please see page 22 of the material.
In the "Kyo-sei Life Vision 2030" that we created this time,
Under the Unicharm Principles, we have formulated the 20 most important
themes that safeguard the well-being of people, society, and the planet earth.
In creation, we conducted a questionnaire to about 900 executives of managers
and above, as well as 32 organizations such as business partners, shareholders,
government agencies, NPOs, and NGOs, and selected five "items that we
consider to be particularly important for Unicharm." We decided the importance
of stakeholders and the importance of the Unicharm Group from the aggregated
results received and the workshops within the executive officers, and extracted
20 themes from them.
From the next page, examples are shown of the results of implementing these
20 themes into concrete strategies.
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Please see page 23.
This is the list of indicators and targets for the most important themes of the
initiative.

23

Please see page 24. This is to extend healthy life expectancy and improve QOL.
Lifree Walk Assist Pants to help you walk independently.
Specifically, we are developing products and services like this.
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Please see page 25.
In Asia as well, we will contribute to a society where activities are not restricted
by gender or sexual orientation.
We will also continue to promote #NoBagForMe, which will help aim to create a
world where people can talk about menstruation without hesitation.
As for India, there is a study group on physiology, with a total of over 340,000
students since 2014. We have been promoting menarche education and have
provided menarche education to over 341,000 students in total.
In Myanmar, we have implemented menarche education to over 437,000
students since 2016.
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Page 26 is a new value proposition tailored to the characteristics of each
country and region.
Providing these high-performance, advanced feminine care products is a key to
improve the product mix.
The top left is a sanitary napkin in the shape of a pants, and the top right is a
sanitary product with a warming function for menstrual cramps that is sold in
China.
The bottom left is a cool type of sanitary napkin that feels cool in ASEAN, and
the bottom right is an odor control napkin, a type of sanitary napkin that
suppresses the formation of bacteria and also deals with odor.
This is what is driving the profits and sales of the market.
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Page 27 is about pet care.
This is to take care of the daily health of partner animals and the owner’s mind
with our unique technology.
The bottom left is Physicalife, a new brand that is being launched this month to
support the health of important muscles in the body.
Bottom right, this has also become a very smash hit product,
AllWell in orange packaging. It supports the health with seven functions and has
been a big hit with its unique technology to reduce spitting back.
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Page 28.
We support babies and their parents by eliminating their discomfort.
Bottom left, the world’s first disposable baby diaper containing olive oil in Saudi
Arabia, the Middle East.
This is a premium type.
Bottom right, here is a diaper with a mosquito repellent function, thanks to a
diaper containing lemongrass, which repels mosquitoes that carry the dengue
virus.
This product is being sold mainly in Malaysia.
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This is page 29.
This is a specific example of Unicharm’s baby tech.
We entered into a partnership with First Ascent and became an equity method
affiliate.
Based on the analysis of babies’ cries, we are now in the process of developing
more appropriate diapers and timing of diaper changes.
We are finally at the stage of starting operations.
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Please see page 30.
This is about the theme of safeguarding the well-being of each individual.
Even in the post-coronavirus era, masks will continue to be worn. We would like
to contribute to the improvement of the sanitation environment.
Now that we are in an environment where quality is more important for masks,
we will strengthen the development of high value-added types of masks that
match the design, functionality, and characteristics of each country.
In response to the enactment of JIS, we will work on acquiring JIS as well.
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Moving onto page 31.
Safeguarding the well-being of Society, our important theme to address.
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Please see page 32.
Specific examples of products and services for social inclusion are clear face
masks and Tebura Toen service.
This is Unicharm’s subscription model, and we will also be working on specific
initiatives like this.
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On page 33, Safeguarding the well-being of the planet, we will continue with
these key initiative themes.
We have decided on specific KPIs and quantitative KPIs.
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On page 34, under the main theme of “Zero” Waste Plastic, “Zero” CO2
Emissions, and “Zero” Natural Forest Destruction, we will identify environmental
issues and set targets.
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Please see page 35. This our specific examples for development of
environmentally friendly products.
Top left, this one also uses environmentally friendly materials, and is already
being commercialized and sold.
Baby wipes that use organic cotton compound sheets with FSC Certification, a
proof of using fabrics properly managed by an international forest certification
system, are already available in Taiwan-Greater China.
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Please see page 36. Switching to green electric power.
For this, we have started with the Thai factory, then Vietnam, Brazil, Kyushu,
Shikoku, and Itami in Kansai.
We will be switching to green energy in our respective annual power usage.
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Please see page 37.
This model reduces both waste disposal costs and environmental impact by
recycling used disposable diapers.
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Please see page 38.
In particular, our recycling model is characterized by ozone treatment, which
enables horizontal recycling and the use of materials as sanitary products again.
The feature of this is that it can be recycled.
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Please see page 39.
The Tokyo Metropolitan Government has also conducted a demonstration
experiment by collecting used disposable diapers.
We tested to see if we could accurately and correctly collect used diapers and
send them to the recycling plant.
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Please see page 40.
This is a research notebook divided into four sections for elementary and junior
high school students, which can be used for free research during summer
vacation.
You can see it on the website, and it explains to elementary and junior high
school students that used disposable diapers are no longer garbage.
It is easy to understand, and of course, adults will find it very easy to
understand as well, and I hope they will raise it as a theme for their summer
vacation homework.
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Please see page 41.
This one is to aim for fair and highly transparent corporate management that will
earn the trust of all stakeholders, and we decide on major themes, set targets,
deadlines, and announce them.
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Please see page 42.
We will further deepen and strengthen our efforts to promote the advancement
of women. Diversity is steadily increasing, and we have declared our support for
30% Club Japan, which aims to support the advancement of women, as well as
the purpose of the Women’s Empowerment Principles.
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From page 43 onward to the end of the page, you can see that we are
evaluated by external organizations and coordinate with them.
Pages 44, 45, and 46 are evaluations from external organizations, and specific
details of the coordination. We have posted an updated version of this.
This is my explanation of the financial results. Thank you.
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