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Question & Answer

Moderator [Q]: Okay, let's get into the Q&A. Thank you for your support.
First, Mr. Nozawa from Daiwa Securities. We have three questions.

First of all, how do you see the overall trend of the apparel market in the fall/winter and beyond? In this
context, what is TSI's policy for the fall and winter sales season?

Second, regarding NANO universe, which is currently undergoing rebranding, could you explain again the
reasons for the decline in H1 and your specific policy for H2, if you are planning a recovery?

The third question is: please tell us what synergies will emerge in the future as a result of this head office
relocation and consolidation of locations, such as closer proximity between each of the consolidated brands,
in addition to the effect of reduced fixed costs.

First of all, regarding the apparel market in the fall/winter and beyond, Mr. Shimoji would like to reply.

Shimoji [A]: Thank you for your question. In the fall/winter season and beyond, we are focusing company-
wide efforts on the development of products with more individuality and uniqueness in terms of product
quality. We are also working to showcase our products in a timely manner and in a short period of time, rather
than loading a large number of products into the store.

While taking into account the seasonal trends, we also create a product lineup that asserts the individuality
of each brand in the TSI collection.

Moderator [Q]: Thank you very much. Then, for the second question regarding NANO universe under
rebranding, Mr. Shimoji will answer the question.

Shimoji [A]: We started rebranding in H1, and our product lineup is rising thanks to the development of
fashionable and fashion-forward items, as well as the improvement of the unit price and the quality of the
product contents.

We also accept that this may have led to the impression of a slightly sudden price increase for our products
for our customers. There are several levels there, not all products in ours did so. We are in the process of
balancing the thickness of the categories along with the hierarchy, so for fall and winter, we are in the process
of making all the corrections for H1 and reintroducing them. We are receiving a positive response from our
customers, albeit gradually, and the remodeling of our storefront is progressing. In this sense, we believe that
the situation on the store floor is becoming fresher and fresher.

Moderator [A]: Thank you very much. NANO universe is a brand with a very high EC conversion rate. So, we
are now making the members of the EC team to be the members of the re-strengthening of the team. We
intend to organize internal and external human resources and focus on EC-related events in H2 to achieve
growth.

Continuing on, the third question. In the area of synergies between the groups in the relocation of the
headquarters, Mr. Shimoji will answer this question as well.

Shimoji [A]: In our previous mid-term plan, we announced that we would consolidate our businesses into four
domains. By establishing four areas, we have created four new and effective areas that will not allow brands
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to become disjointed, and that will allow each area to develop unique and in-depth products with the ability
to communicate.

We are relocating our head office as a measure to further advance this area and also to be more effective
from the perspective of reducing our overall costs.

First of all, we are setting up a new press room and a studio for live performances, etc., as well as creating
new communication among businesses and building a direction to unite all employees as one. We are in the
process of relocating and re-launching our fall move just now, in the midst of the measures that we are taking.

Moderator [M]: Thank you very much. Mr. Nozawa, does this answer questions? If you have additional
guestions, please unmute and speak up.

Nozawa [Q]: Thank you for your explanation. At the NANO universe, the EC team has changed a bit since H2
of last year and is being rebranded and reworked. Is it correct to say that H2 of this year's corporate plan also
includes a viewpoint that the NANO universe will gradually recover compared to H1?

Shimoji [A]: It is not large, but as you say, we are working to get the market on a recovery track.

Nozawa [M]: | understand. Thank you very much. That's all from me.

Shimoji [M]: Thank you very much.

Moderator [Q]: Thank you very much. Now, from Mr. Kakuta of Jiji Press. Thank you very much.

October is reported to have been a strong month, but prices for daily necessities of rising prices continue to
rise. The question is: what is the impact of declining consumption on fashion, and what are your thoughts on
how to counteract it? Please answer this question, Mr. Shimoji.

Shimoji [A]: Prices are rising for many things in our living environment, including very high costs. We are not
engaged in a large number of low-priced brands. It exists in some intermediate level of branding. Although
our market share is said to be decreasing, we are focusing more on creativity and individuality to win the
support of our customers. We do not expect any major impact on the current situation. We are also
considering strengthening our dissemination of information as a measure to gain more support.

Moderator [M]: Thank you very much. Now, Mr. Kakuta, if you have any additional questions, please go ahead.
Kakuta [Q]: Thank you. If so, would you rather focus on strengthening the brand?

Shimoji [A]: Yes. You are right.

Kakuta [M]: | understand. Thank you very much.

Shimoji [M]: Thank you.

Moderator [Q]: Thank you very much. Now, how about your other questions?

Thank you, Mr. Obayashi from Nikkei.

The environment surrounding EC seems to be getting tougher. Please tell us your perception of the current
situation and how you are responding to the return to real life, increased advertising costs, etc. This will be
answered from Mr. Shimoji.
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Shimoji [A]: Am | correct in taking this as a response measure in advertising? Market strategies in EC are very
competitive among companies. After all, what we are going to do is to specialize in how to link physical stores
and EC with OMO. This allows customers to go to the store, shop in EC, and use the various locations. We
want people to enjoy it within our brand. We would like to concentrate our investment and manufacturing
efforts on these areas.

This will allow the brands and stores that we have so far to balance the physical store and the e-commerce
store, and allow our customers to enjoy them. We would like to develop such policy.

Moderator [Q]: For the EC, | would like to ask [inaudible] from Mr. Watanabe, Executive Director, as well.

Watanabe [A]: | am Watanabe, General Manager of Digital Business Department. Thank you for your question.
The EC environment is intensifying, and real stores are returning, but in fact, during the coronavirus period,
the background is that we have been strengthening and enhancing the EC transfer of customers from the
stores so that the customers can enjoy the EC side of the business.

Recently, with the gradual recovery of the market, coronavirus, and the society, everyone is active in physical
stores. The current situation is to provide enjoyment on the store side, including inventory.

We do not consider this to have any particular impact as a whole, since our policy is to strengthen our ties
with customers through both channels rather than EC channel only.

In terms of EC alone, and EC itself, there is a background in which sales have basically been generated by
discounts in the past. As Shimoji mentioned, | believe that we need a strategy to differentiate ourselves by
the content of our sales promotion, which is based on the premise of firm full price sales in this area.

We already have a substantial number of such full price sale campaigns in H2, and we are moving them around
on our feet. In any case, our policy is to continue to strengthen and differentiate ourselves in the areas of
planning, sales promotion, content, and the operations based on the assumption of full price sales in addition
to exclusive sales through EC, as well as event planning.

Moderator [M]: Thank you very much. Mr. Obayashi, does this answer your question? Please voice any
additional questions.

Obayashi [Q]: Thank you very much. One related point, in the EC section of the explanation at the beginning,
there is a difference between brands that are able to respond and those that are not. | seem to remember
that there was an explanation to the effect of that. It means that you are not able to respond to this on a
company-wide basis, but rather that there is a difference in popularity among brands within the EC. What, if
any, are the factors contributing to the difference? Please let me know if you can also find out.

Moderator [M]: So, this one is also from Mr. Shimoji, please.

Shimoji [A]: You are correct. The response by each brand and the content of the measures are supported or
not by each customer. This is explained from the business strategy.

Moderator [M]: Mr. Ishihara, Executive Director, will also explain.
Ishihara [A]: | am Ishihara from Business Strategy. | will answer your earlier question.

After all, there is a brand that has always been good at communicating with customers on the EC side. Brands
such as Arpege, which | have mentioned in this report, that have been pursuing OMO strategies in stores from
a very early stage, are growing even more despite the current difficult situation.
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However, brands that were originally aimed at a slightly older or more expensive age group were a step behind
as renewal stores continued to strengthen their operations. | am aware that there were some differences in
the current situation in terms of strengths and weaknesses, and | have a sense that there was a slight
difference here.

However, this is affected largely by soft aspect, and there are currently some differences, but as we move
toward strengthen e-commerce, screen Ul, and service provision in a way that will firmly raise the level of
these areas. Although there were some differences among brands, we are now working to establish a
company-wide system that will enable us to firmly strengthen EC. That is all.

Obayashi [M]: Thank you very much.
Moderator [Q]: Thank you very much. Now we have a question from Mr. Fujiwara of Nikkei Business.

We are seeing a return of international travelers, what are your expectations for inbound travel? This is a
qguestion about whether you are also looking to return to the domestic market. Mr. Shimoji will answer this
question.

Shimoji [A]: At this point in the numerical presentation, we have not included almost any expected inbound
figures. Therefore, we have high expectations that if this inbound return is firmly implemented, we will be
able to see it as an added benefit.

However, we are now in a situation where things are opening up, but we will not know for sure until we open
the door. However, expectations for and wander, MARGARET HOWELL, HUF, and UNDEFEATED, including
feedback from overseas customers, are very high. Our domestic original brands such as LE PHIL and SANEI
related brands are also increasingly being purchased through the Asian Internet, and we believe that there is
a sense of expectation among our customers for such physical stores.

Also, AVIREX, which is soaring in popularity due to the movie, Top Gun, is also becoming very popular in
neighboring foreign countries, the US, we accept that this will be very effective in the situation where we have
existing customers.

Moderator [Q]: Thank you very much. Since Mr. Fujiwara is now on the move, if you have any additions,
please fill in the Q&A here.

Next, we have Mr. Motohashi from WWD.

PEARLY GATES in the golf market is doing very well. He asked how you see the future market and brand
potential for PEARLY GATES. This is also from Mr. Shimoji, please.

Shimoji [A]: In terms of the golf market, we have seen a large number of young female customers entering
the market. In this context, the percentage of upswings in the women's portion of the golf brands, including
our brand, Jack Bunny!! and other golf brands, the percentage of women's wear in the golf brand category is
very high.

Therefore, | think there is a sense of hope that the base of golf customers has expanded considerably, and
that the number of new customers has also increased.

Since the oversea trip hasn’t started yet, so there might be some change in the future, but we will continue
to expand the enjoyment of golf by organizing events, and we will also promote the enjoyment of golf to
young children, young women, and men. We believe that there are high expectations for our events, as the
age range is getting younger and younger.
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For our part, our brands, including our own PEARLY GATES, are gaining more and more presence in Japan, and
are becoming one-of-a-kind. We are planning to open new stores and expand into overseas markets in the
next fiscal year.

Moderator [M]: Okay, Mr. Motohashi, any additional questions?

Motohashi [Q]: Thank you. | understand that you are thinking of expanding PEARLY GATES overseas, but if
you have any specific areas you would like to attack, please let us know.

Shimoji [A]: First of all, we have the Asian region, and we also have the United States. We are thinking of
starting with the mecca of golf, overseas, where the golf industry is well established.

Motohashi [M]: Thank you very much.
Shimoji [M]: Thank you very much.

Moderator [Q]: Thank you very much. | apologize for one point. | received a question from Mr. Fujiwara's
about whether you are considering returning to the domestic market in spite of the continuing weak yen and
high raw material prices, and our answer to this question was omitted. | am terribly sorry.

Shimoji [A]: My apologies. Regarding retuning to domestic market due to high raw material prices, we are
operating factories, so we are trying to increase the ratio of domestic production as much as possible.
Therefore, we are taking action.

Therefore, as for your question, we will be returning to the domestic market as one of our very useful
measures. The Company will continue to move forward. Naturally, we also have connections with overseas
suppliers, and we are in the process of studying and implementing ways to link this with our domestic
operations.

Moderator [M]: Thank you very much.
Moderator [Q]: Now, we will continue with a question from Mr. Nagamatsu of Senken Shimbun.

This is a question regarding the progress of utilizing Sitateru Inc. It's about the production of the existing
brands, about the possibility of Sitateru and a network, and about the [inaudible] matter that has already
started. Mr. Imaizumi, Senior Executive Officer, will reply to you. Thank you for your cooperation.

Imaizumi [A]: My name is Imaizumi. Thank you very much. As to your question, we have recently entered into
a business and capital alliance with Sitateru Inc. and are currently considering collaboration with our D2C/F2C
brands, including huele, as you mentioned.

In addition, we are currently working with Sitateru on the assessment of our factories, in Yonezawa and
Miyazaki, to make them mother factories, and are considering the next generation of production schemes.

In addition, we are currently considering new collaborations between existing customers of Sitateru and
ourselves. We will make a separate announcement when a new policy is decided.

Moderator [M]: Thank you very much. Now, Mr. Nagamatsu, if you have any additional questions, please
voice them.

Nagamatsu [Q]: Earlier, | think Mr. Shimoji mentioned that you are going to increase the domestic ratio, but
how much should | be aware of? For example, what percentage of department store brands would that be,
and how should we take that into account?
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Underlying [A]: We do not give a definite index at this stage. In short, it is a very transitional period. Although
we are not able to provide numerical figures at this stage, the reality is that our factories, as well as those of
other companies, are quite crowded compared to those that can be produced domestically with a certain
degree of quick turnaround time. To a certain extent, we would like to elaborate and grasp the situation, but
we would like to build up enough momentum to be able to handle everything under our own brand name.

Nagamatsu [M]: | understand. Thank you very much.

Moderator [A]: Thank you very much. As a supplementary note, the composition of domestic production was
15.1% in Q2 of the previous fiscal year and 19.6% in Q2 of this fiscal year, up 4 percentage points. Please note
that these figures are for brands in areas where the system is standardized, not for all brands.

Mr. Nagamatsu, does this answer your question?

Nagamatsu [M]: Thank you.

Moderator [M]: Thank you very much. Okay, now that we've reached our time, if you have any additional
guestions, | will accept at least one more question. We are also happy to arrange individual IR meetings. Please

contact us and we will make arrangements.

Now that we have reached the end of our time, we will conclude the Q2 financial results briefing. Thank you
very much.

Shimoji [M]: Thank you very much.

[END]
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
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believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the
information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
factors and risks, which are more specifically identified in the applicable company’s most recent public
securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.
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TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
unauthorized purposes.

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.
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