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Calbee Group growth strategy

Akira Matsumoto
Chairman of the Board & CEO



Sustained growth from hit products each decade Calbee

Harvest the Power of Nature.

Sales by product
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Leading Company in the Snack Market Calbee

Harvest the Power of Nature.
I

The Calbee Group enjoys more than 50% of the snack market in Japan.

B Snack market in Japan

Calbee
47.8%

Market
<¥405 billionk1>

ConfGCtionery Market %1 : Retail sales in 2010, All Nippon Kashi Association

OTH %2 : Market shares based on sales data compiled by Intage SRI
<¥3’208b|"|0n*1 > nationwide; September 2011.

Copyright © 2011 CALBEE, Inc. All rights reserved.



Basic Management Policy Calbee

Harvest the Power of Nature.
I

Realizing continual growth and
high profitability

- Growth strategies (Innovation) —

1. Expanding overseas business

2. Developing new products

COSt reduction |nn0vation 3. Increasing domestic market
penetration

4. Forging alliance with PEPSICO

5. Licensing & acquisition

|ndependent action 6. Developing new businesses

Simple Transparent Decentralized
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Expanding the Overseas Business &ﬂ'ﬁﬁ?.

Aiming to be a global player with over 30%
of sales generated outside of Japan

Sales by geographic region Strategic markets

Overseas 3.3% Overseas 30% P

V

U.S.A

Asia
. | excluding
“.| China

March 2011 results March 2021 Target

S
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Overseas business development

Calbee

Harvest the Power of Nature.

Expand aggressively with strategic products in each region

QINGDAO CALBE

Yantai Calbee
HAITAI-C

D ODS(RCF)
O ica,Inc

North America

M Build stronger relationships with
business partners and expand
sales in Korea, Thailand, Taiwan
and Hong Kong by introducing
new products

B Making good progress at JV
established July 2011 in Korea
with Haitai

B 2009 market size of around $1.8
bn. Grew 12.5% from 2009-2010,
with potato chips growing approx.
22%

B Huge growth potential, with
annual snack consumption per
capita of 23.6g in China compared
to 3.2kg in developed economies

B World's largest snack market
(Approx $29.6 bn in 2009)

H Dominated by PepsiCo
(44.6% share)

H Potential to build market platform
with products using Calbee’s
proprietary technology (Jagarico,
Jagabee, etc.)

Note: Market data supplied by Euromonitor, AC Nielsen
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Expanding Market Share in Japan &a’ﬁee

Becoming the leading Japanese confectionery company
with more than 60% share in the snack market

Product development Renewal of existing products Strengthen sales force

Confectionery sales in Japan No. 3 >hh No. 1

Share in the snack market 50.6%* 4 d 2 Over 60%

Share in the potato chips market 64.7% > h Over 70%
*Total for CALBEE,Inc. and Japan Frito-Lay Ltd. Note: Market shares based on sales data compiled by Intage SRI

nationwide,all retail formats; September 2011.
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Cost Reduction & Innovation Calbee

Harvest the Power of Nature.

Aiming at OP margin comparable to that of global players

10.0%

6.9%
6.5% °

3.2%

By pursuing innovation and cost reductions throughout the
Group, we will hone our competitive edge in the global market
and establish a solid business foundation resistant to changes in
the operating environment.

March 2009 March 2010 March 2011
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Progress in growth strategy and cost reductions Calbee

Harvest the Power of Nature.

Progress Targets
Expanding overseas business Launched JV with Haitai Group in Korea Oversgizrsgloe; ratio

Increasing domestic market Snack market share currently 50.6%%* Over 60%
penetration Potato Chips market share currently 64.7% Over 70%

Foreing alli ith Absorbing knowledge (purchasing, QC, etc.)
Oreing ailiance wi Supplying OEM cereal products to the Philippines

PEPSICO Importing potato chips from Australia

. . Current ratio 6.9% o
improving OP ratio (estimate for FY ending March 2012) 10.0%

*Total for CALBEE,Inc. and Japan Frito-Lay Ltd. Note: Market shares based on sales data compiled by Intage SRI
nationwide,all retail formats; September 2011.
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Review of First Half Results
Management policy for Second Half

Shuji Ito
President & COO



1H review; 2H management policy Calbee

Harvest the Power of Nature.

B Recovery from East Japan earthquake
- Reached 1H sales targets after tough start

= Increased potato chip share from 62.5% (v ended 3/2011) t0 64.7% (9/2011)

—@Grew share of snack market from 48.5% to 50.6% over same period

Data: Intage SRI; nationwide retail sales, all retail format. 2011 figures 4/2010 to 3/2011
Snack markrt share is total for CALBEE,Inc. and Japan Frito-Lay Ltd.

B Cost reductions
= COGS plan: 60.0% ; actual 59.3%

B Expand overseas strategy

B Further expand domestic market share

B Grow sales of new products (Vegips, Hitokuchi Bizen)
B Achieve further cost reductions

11
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1H: highlights

1H year
ended
3/2011

Million yen

Net sales 76,266
Gross profit 31,432

26,801

Selling 9,668

Operating
income

Ordinary
income

Extraordinary
income (loss)

Net income

Million yen

75,985
30,909

27,015

1,772

Change

in %

Comparison
with plan

Calbee

Harvest the Power of Nature.

Net sales

Lower sales in April, May due to
earthquake but recovery from June
on active marketing efforts

Gross profit
Higher raw material costs

Lower capacity utilization due to
disaster impact

SG&A

Increased distribution costs from
disaster impact

Extraordinary income (loss)
Subsidy income: + ¥230mn
Reversal of provision

for loss on disaster: + ¥163mn
Loss on disaster: - ¥258mn

Copyright © 2011 CALBEE, Inc. All rights reserved.
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1H: Sales Calbee

Harvest the Power of Nature.

1Q affected by earthquake. 2Q showed recovery

B Sales changes by product Million yen

B YoY change in consolidated sales

120.0%

Potato-based snacks | — 2,410| + 866| — 1,544

1100% |

1000% F------mmmmmmm - @@ T - - -1 |
Overseas + 133 + 617 + 751

s bread/cresls | — 40| + 77| + 3%
New products, other | — 173 + 587| + 414

B Confectionery market growth Total —3342| + 3061 — 281

W00 2017 Aorl Way  due  duy  Auest  Sent

Source: Intage SRI, nationwide. Base: Retail sales

13
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1H: Breakdown of changes in operating income Calbee

Harwvest the Power of Nature
I
Million yen
ITower prokf ! Increase
rom quake
4'631 impact
ieh Decrease
igher .
Lower sales T 1.256 Higher se?ling d I;“.gt?etr. Higher
1,372 ' costs  expenses Iscrols;jslon labor
174 19 costs 199 3,893
e R | 1120
333
e 1112  Other
costs Sales recovery
11, 768
Higher raw material costs | 689 million
Lower cap. utilization from quake | 49 million
Cost reduction benefits 1 664 million
1H year ended 1H year ending
March 2011 March 2012

14
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Revised full-year forecasts

Year ending

March 2012 Change

March /2011 (initial in%
forecast)

Year ended

Million yen Million yen

Net sales 155,529 160,000 + 2.9
65,047 65,600 + 0.9

54,329 54,600 + 0.5

Selling 20,180 20,000 (0.9)

Operating
income

Ordinary
income

Extraordinary
income (loss)

Net income

Net sales

Gross

profit
SG&A

Selling

Operating
income

Ordinary
income

Extraordinary
income (loss)

Net income

Calbee

Harvest the Power of Nature.

Year ending
March 2012

(revised
forecast)

Million yen

160,000
66,100
55,100

Change
in%

Copyright © 2011 CALBEE, Inc. All rights reserved.
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2H: forecast highlights

2H year
2H year ended @ ending March

March 2011 2012
(forecast)

Million yen Million yen

79,262 84,014
33,614 35,190

27,528 28,084
Selling 10,512 10,552

Operating
income

Ordinary
income

Extraordinary
income (loss)

Net income

Change

in %

Calbee

Harvest the Power of Nature.

Net sales

Ongoing in-store promotions

Higher sales of new products (Vegips, etc.)
Stronger overseas sales (Korea, US)

Gross profit
Ongoing cost reduction measures

Higher capacity utilization

Raw ingredient cost increases likely to be
lower than initially expected

Gross margin expected to decrease by
0.5 pp

SG&A

Ongoing cost reduction measures
Selling expenses held at previous level

Copyright © 2011 CALBEE, Inc. All rights reserved.
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2H: Factors forecast to increase sales

B Breakdown of sales increase forecast

Calbee

Harvest the Power of Nature.

Million yen

+ 4,752

Potato-based snacks + 2,200
. F|ourbased sn acks .......................... + ...... 750 .
. Ne W pmducts ................................... + ...... 600 .
. o Ve rseas ......................................... + ...... 900 .
Other ............................................... + ...... 302

2H year 2H year
ended March ending March
2011 2012

Potato chips 44 53 4+ 9

Change

Kappa Ebisen ] 15 4+ 8

w8 | 16 | +10

B Potato-based snhacks

Potato Chips
New product launches
Promotion of staple products

Jagabee
Run TV ads
Expanded area for new flavors

B New products
Vegips =increase production capacity
Hitokuchi Bizen = New flavors

B Overseas
US, Korea = strengthen sales
Thailand = no direct impact from floods

Copyright © 2011 CALBEE, Inc. All rights reserved.
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2H: Breakdown of forecast changes in operating income Calbee

Increase
Decrease T
2.015 Higher costs .
g g
expenses d'siro'g;jst'on Higher
labor
1439 ! 39 costs
| 245
6,085 1 411
Sales
increase
Higher raw material costs 1 ¥900 million
Cost reduction benefits 1 ¥461 million

Harvest the Power of Nature.

Million yen

1140 7,106

Other

2H year ended
March 2011

2H year ending

March 2012
18
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Calbee

Harvest the Power of Nature.
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Calbee Group’s Basic Values Calbee

Calbee

Harvest the Power of Nature.

______ Mission VISION

We must become a company to be

. respected, admired and loved
We are committed

to harnessing nature's gifts,

firstly by customers, suppliers
and distributors,

to bringing taste and fun, and secondly by our employees

to contributing to healthy and their families,

life styles thirdly by communities,

' and finally by stockholders.
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History of Growth

(Yen in millions)

160,000

140,000

120,000

100,000

80,000

60,000

40,000

20,000

! bdb i 4

1980

Calbee

Harvest the Power of Nature.

2009

Management reform,
Strategic alliance with PEPSICO,
Japan Frito-Lay made a subsidiary

Calbee Potato

2004 |7
R&DDE Center for w
research and development B
established 2006
1998 — Jagabee
ruit granola |- ]

1996

(formerly potato materials division)
established Bakery business began
- |
1976 1995
Potato Chips 1989 Jagarico

Began marketing
cereal products

1974
Establishment of potato

procurement arrangement —

1954
Kappa Arare

began
1972 | B
1964 Sapporo Potato,
Kappa Ebisen first D:rt]::;tl)(-based
shrimp crackers | \

Incorporated in Hiroshima

I
1949

as a caramel manufacturer

‘

=0

YW ®

1950

1960 1970 1980 1990

Founding days Growth period
Copyright © 2011 CALBEE, Inc. All rights reserved.
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Sales Breakdown Calbee

Harvest the Power of Nature.

I
Services 1. 5%
Cereals

4.1% T

Bakery
8. 9%
: Others -
Vegips and
other new snacks 6. 2%
1. 2% Consolidated sales Potato chips

for the year ended

0
Corn-based March 9012 1H: 35. 4%
8. 9% ¥75,985 million
Vegetable ‘¢
«iDE snacks
6. 2% Shrimp
crackers _
5. 7% Jagabee Jagarico ) .
Jagapokkuru — #id  Lesin
1. 5% V] Wi
Jagabee ¥,

« PO ’ﬂ-‘ f
\."7‘ oe
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Japan confectionery market by product type Calbee

Harvest the Power of Nature.
I

Unit: 100 million yen Confe.ctionery Unit: trillion yen
5,500 retail sales 34
3.2 trillion
5,000 3.2
4500 r Chocolate 4180bn 1 30
o | ./.\.\'\-\.—./.\./.\._. e

Snacks 405.0 bn

3500 | 1 26
3000 Rice snacks 330.0 bn ] 24
2'500 ] ] ] 1 1 1 1 L L L L 22

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: All Nippon Kashi Association
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