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First, please see slide three. These are the first-half consolidated results.
Net sales were JPY130.9 billion, up 4.6% YoY, mainly due to overseas
business expansion. In the domestic business, net sales decreased in existing
businesses as sales decreased substantially for gift snack items. However,
net sales expanded in the Domestic Business as a whole thanks to the
acquisition of Potato Kaitsuka. In the overseas business, net sales continued
to increase in Greater China, and Warnock’s acquisition contributed to higher
sales.
Operating profit was JPY13.0 billion, down 1.8% YoY. In the domestic
business, operating profit fell as decreased sales of gift snack items had a
significant negative impact. On the other hand, in the overseas business,
operating profit increased. On net, operating profit only decreased JPY0.3
billion compared to the same period last year.
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Please see slide four. This slide focuses on the impact of COVID-19 in first
half results. The graph illustrates our estimated impact on operating profit.
In the first half, we estimate COVID-19 to have pushed down operating profit
by JPY0.5 billion. In the domestic business, we continued to see strong
demand for cereals and a decrease in selling costs and other costs such as
traveling and commuting expenses, also contributed positively.
On the other hand, lower sales of gift snack items and snacks sold through
general channels along with supply adjustment and lower demand for going
out or inside offices, resulted in negative impact on operating profit.
Details of the overseas business are explained on a separate slide, which I
will cover later.
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Please see slide five. These are the results of the Domestic Business.
Domestic net sales were JPY104.3 billion, up 1.1% YoY. Although the snacks
business saw a decrease in sales mainly due to lower sales for gift snack
items including Jaga Pokkuru and lower sales for Jagarico as its main source
of demand is outings and office, cereals and Potato Kaitsuka contributed to an
increase in sales.
Domestic operating profit was JPY11.4 billion, down 9.7% YoY, and the
operating margin was down 1.3 percentage points to 10.9%.
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Please see slide six. Here’s a description of the Domestic Business broken
out by category.
In the snacks category, demand remained strong for potato chips as a
household consumption product. In the first quarter, sales were suspended
for some products catering to the drastic change in consumer behavior. After
sales resumed, both sales and market share have been recovering. On the
other hand, sales remained sluggish for Jagarico, which mainly targets
consumption during outings or in the office.
In gift snack category as represented by Jaga Pokkuru, net sales dropped
sharply as inbound demand and the number of domestic travelers continued
to decline. In the first quarter, sales were down by around 80% YoY. In the
second quarter, demand was boosted in part by the GoTo Travel Campaign,
and sales have recovered to a decline of around 60%. In total, sales
decreased by 73% in the first half.
In the cereals category, sales expanded driven by at-home demand.
However, we experienced procurement shortages of coconut, one of the
imported raw materials, due to lockdowns at the country of origin, resulting in
our mainstay Frugra product’s sales suspension. We weren’t able to fully
meet the demand during this period from mid-June to the beginning of
August, but the strong demand overall shored up sales.
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Please see slide seven. Here are the results for the overseas business.
Overseas net sales were JPY26.7 billion, up 20.5% YoY. Net sales increased
in all regions except for Indonesia, where the COVID-19 pandemic had a
negative impact.
Operating profit was JPY1.64 billion, up JPY0.98 billion, as profit increased in
all four key regions including Indonesia. The operating margin increased 3.2
percentage points to 6.2%.
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Please see slide eight. Here’s an overview of the impact of COVID-19 on firsthalf earnings in our four key regions overseas.
In North America, the snacks market expanded, driven by at-home demand.
Demand has strengthened for private brand products of Warnock. On the
other hand, Harvest Snaps of Calbee North America saw no benefit from athome demand, resulting in weak sales. In Calbee North America, we curbed
selling costs by controlling and prioritizing sales promotions, and this had a
positive impact on profit.
In Greater China, not only did the market expand due to at-home demand, but
ecommerce demand also served as a tailwind, resulting in increased sales for
both snacks and cereals.
In the UK, the snacks market grew, and demand for Seabrook brand potato
chips increased. However, demand was sluggish for Yushoi, a bean-based
snack in the healthy snacks category, as in North America.
In Indonesia, sales were negatively affected by procurement delays of
imported potatoes during the first quarter due to lockdowns in the place of
origin. Production normalized from the second quarter, but the overall snack
market was sluggish due to deterioration in comsumer’s income, unlike in the
US or Europe. Against this backdrop, there weren’t opportunities for effective
promotions, causing delays, which led to reduced selling costs that positively
affected profit.

As shown here, the factors are different from one region to another, but the
overseas business as a whole saw a positive impact on profit in both the first
and second quarters.
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Please see slide nine. Next, for North America and Greater China, I would like to
cover some topics that go beyond just the impact of COVID-19.
First, in North America, we made Warnock a subsidiary in November last year,
and this has positively contributed to sales and profit. In Calbee North America,
we saw strong sales for products sold in the ethnic foods areas. Harvest Snaps
saw no benefit from at-home demand, because they are sold on vegetable sales
floors and are small volume snacks. On top of that, a major customer reduced the
sales area, causing a substantial negative impact on sales and decreased sales.
In Greater China, sales expanded for both snacks and cereals. However,
competition with local manufacturers remains tough for Frugra. Against this
backdrop, growth was driven by a steady capture of ecommerce demand. Cereals
for retail stores sales also increased. In terms of snacks, significant growth was
seen, particularly for Jaga Pokkuru and Jagabee.
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Please see slide 10. Here I’ll go over the factors behind the change in first-half
operating profit.
This graph divides the factors into domestic and overseas. The domestic
factors are broken down by accounting items. This is the same approach as we
usually take. But I think it may be particularly useful in explaining each factor on
slide four, because of the substantial impact that COVID-19 had on gift snack
items for the first-half operating profit.
In total, the domestic business pushed down operating profit by JPY1.23 billion.
Of this, the negative impact of gift snack items was about JPY2.5 billion. On the
other hand, the reduction of selling costs and other SG&A costs positively
impacted operating profit by JPY1.1 billion. On net, the negative impact of gift
snack items was partly offset by this positive cost impact.
Overseas, the factors behind the increase in operating profit included higher
sales in Greater China and reduced selling expenses in North America and
Indonesia.
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Please see slide 12. Here is our revision to the full-year forecast.
We revise the full-year forecast for the fiscal year ending March 2021,
considering first half results, the latest performance trends, and the market
environment.
We revise down our net sales forecast by JPY5 billion to JPY265 billion,
considering the lower-than-anticipated domestic net sales. We revise up our
operating profit forecast by JPY2 billion to JPY26.5 billion, as we expect the
boost from reduced domestic expenses to more than offset the drag from
lower-than-anticipated domestic sales.
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Please see slide 13. This slide gives a more detailed explanation of the forecast
revision. Here are the differences and reasons for the change in the first and
second half assumptions.
First-half net sales came in JPY1.9 billion below the initial plan. First-half
operating profit came in JPY1.8 billion above the initial plan.
In the domestic business, lower-than-planned sales of snacks including
Jagarico along with delays in recovery of gift snack items were offset by a
reduction in expenses. The overshoot in profit mainly came from overseas
business.
We revise down the second-half net sales assumption by JPY3.1 billion
compared to initial plan, while revising up the second-half operating profit
assumption by JPY0.2 billion.
The larger difference between the revised plan and initial plan for the secondhalf domestic net sales is because we initially assumed that the COVID-19
pandemic would be contained by the end of the fiscal year. We assumed that
sales for gift snack items would gradually recover in the second half, but we
now believe this demand will not return, and the current condition will persist
during second half.
In the overseas business, we do not expect a significantly higher operating
profit than initially planned. We think it will be roughly on par with the initial plan.
This is because we saw a boost in profit in the first half stemming from reduced
selling costs. However, in the second half, we aim to spend on selling costs as
initially planned to maintain or strengthen the sales momentum.
The P/L for revised plan, net sales by product and areas, and operating profit
analysis are all in the reference materials.

That’s all for our earnings presentation. Thank you.
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