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- My name is Wakabayashi. I am in charge of corporate management. I would 
appreciate your attention. 
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- I am going to discuss consolidated business results. 
- Credit card shopping transaction volume increased 8% from a year ago, led by 
increased transaction volume at member outlets outside the AEON Group thanks to 
joint sales efforts with companies in tie-ups. 
- In terms of cash advance, transaction volume grew 4% from a year ago by an increase 
of the number of users and the amount per user, while finance receivables increased 
18.2 billion yen from the beginning of the year. 
- Housing loans transaction volume increased 6% from a year ago while their finance 
receivables, in the amount after securitization, increased 272.5 billion yen from the 
beginning of the year, as special discount offers, special interest rate plans, etc. at 
AEON Group outlets proved popular among customers. 
- In the global business, both credit card shopping and cashing grew two digits, 
supported by a solid spending environment in the local markets. Transaction volume 
and balance of installment finance increased briskly in Malaysia, led by automobiles 
and motorcycles, as our local operations captured a demand surge during a 
tax-exemption period related to a transition of tax systems in the Malaysia. 
- The number of cardholders on the consolidated basis grew solidly, helping to expand 
our customer base, thanks to, in Japan, cards issued in tie-ups partners, including 
theme parks and transportation services, and, in the global business, issuance of 
premium cards targeting medium- to high-income earners. 
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- Next, I will discuss our efforts on business expansion. 
- In fiscal 2018, we focused on expanding the customer base through tie-ups with other 
companies. Our new tie-up cards have helped us win the customer segments that have 
represented relatively small portions in our cardholder makeup, including young people 
and males. 
- On Feb. 25, we started accepting advance membership application for card 
membership on the website, and in March, we started a campaign at the AEON stores 
nationwide to promote enrollment and use of the cards for customers aged 25 or younger. 
Customers aged 25 or younger represented about 20% of the total number of customers 
who enrolled during this campaign. 
- In comparison of usage against the year-ago trends, we note improvement in initial 
active rates and monthly transaction amounts.  
- Young customers use the cards for the cash advance service relatively more, and this 
was one of the key factors that boosted the increase in cash advance transaction 
volumes, as I discussed earlier. 
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- Let me now discuss the situation of our effort to increase use of the AEON Card as the 
main card through an incentive point measure. 
- The chart on the left shows historic transaction volume in and outside the AEON 
Group stores in March of four years to 2018. 
- As the blue bar indicates, transaction volume increased steadily outside the group. 
Transaction volume grew 11% from a year ago in this past March. 
- The bar chart on the right shows the monthly average of number of uses, and, as you 
can see, the figure grew steadily. 
- We think customers who use the AEON Card as their main card have increased since 
we introduced the double-point campaign at AEON Group stores in June 2016, 
increasing the opportunities to use it especially stores outside the group, where the 
point ratio is 0.5%. 
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-Next, let me move on to usage of membership programs. 
- In April 2018, AEON Bank renewed the services under the Aeon Bank Point Club 
membership and renamed it, "AEON Bank My Stage." 
- AEON Bank My Stage adds scores for a wide-ranging transaction types, including use 
of the AEON Card and WAON, an electronic money, holding investment trusts and 
online banking, and has special offers that become available in accordance with "stage," 
or level, of scores. 
- Special offers include higher interest rates on ordinary bank accounts, increased 
numbers of times for free customers are allowed to use other banks' ATMs or remit 
money to other banks' accounts. 
- In the chart on the right, amount of total deposits is shown as the bar, and the line 
shows deposit yields. Deposit costs have decreased after the introduction of measures, 
such as My Stage. 
- Furthermore, the attractiveness of the special offers has driven cross uses. For 
example, customers have increased transactions of investment trusts, NISA, iDeCo and 
foreign-currency deposits as they go up in stages, leading us to increase the 
opportunities to assist their asset formation. 
- In addition, we revised the differential allocation of ordinary deposit interest rates 
offered on different stages in April, aiming to further encourage cross-uses and shift to 
asset-formation products from deposits. 
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- Next, let's look at how our use of digital and AI technologies led to improvement in 
customer convenience and our productivity. 
- First, I'd like to discuss our remagnetizing service for AEON Cards using AEON Bank 
ATMs, which we started in June 2018. 
- We use IC chip for reading information in the card when purchases are made using the 
AEON Card, but we use magnetized strip for when customers redeem special offers, 
such as the 5% discount on thank-you-customers days and free use of delicious water. 
- These days, people tend to store their credit cards beside devices that have strong 
magnetism, such as smartphones, and this has increased incidents of deficiency in 
credit card magnetic strips. We reissued cards for such a problem, but this 
inconvenienced customers while they waited for the new card to arrive. 
- Now that they can remagnetize the data on the AEON Card at AEON Bank ATMs, 
they no longer have to visit AEON stores or wait for the new card to arrive by post. 
- Thanks to the new service, the number of reissuances associated with deficient card 
magnetization, which rose above 20,000 monthly in fiscal 2017, fell to about just 
one-third in March in fiscal 2018. 
- Our automated chat service using artificial intelligence, as show on bottom left, 
answers customer questions about bank products and the AEON Card 24 hours a day 
and seven days a week. 
- Thanks to this service, the number of calls received at our call center has declined, as 
shown in the chart on bottom right. 
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- Next, let's move on to the consolidated and segment results on page 8. 
- Please take a look at the consolidated figures on the right-most column. We achieved 
eight straight years of increase in full-year income and profit, while ordinary income 
and ordinary profit reached the highest ever. 
- In domestic business, ordinary income and ordinary profit increased 7% and 2%, 
respectively, from a year ago. 
- Thanks to an improved operational efficiency due to measures such as consolidation of 
headquarters functions and introduction of robotic process automation (RPA), the ratio 
of labor cost to ordinary income improved 0.8 percentage point to 15.6%, reaching the 
16% in our KPI targets for fiscal 2018. 
- Bad debt expenses in the solutions segment has trended lower in terms of year-on-year 
change in the first and second halves, but we are yet to recover the overshoot in the first 
half. We will continue efforts to control occurrences of bad debts. 
- In the global business, both income and profit grew in China, Mekong and Malay areas 
on both local currency and yen basis as we worked to reduce costs and boost the top line. 
- In particular, in the Mekong area, customer base and top-line grew, although the ratio 
of bad debt expenses to ordinary income increased slightly over the year-ago level due to 
a review of credit lines in Thailand in response to a tighter-regulations introduced in 
September 2017. 



- Year-on-year changes in ratios of bad debt expenses to ordinary income have improved 
in the China and Malay areas as our efforts to improve the quality of operational 
receivables in credit screening and management took effect in markets including Hong 
Kong and Malaysia, where we applied IFRS 9 locally. 
- We plan to use the know-how learned in these areas to help improve profitability in 
other countries. 
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- Let me move on to page 9. We have a diagram showing the performance of individual 
areas for both domestic and global businesses. It shows key factors driving the increases 
and decreases in ordinary profit. 
- As I already discussed the details, I would like to skip the explanation of figures on 
this page. 
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- Let's move on to the consolidated balance sheet. 
- Cash and deposits decreased 9.3 billion yen from the beginning of the year as finance 
receivables increased. The combined total of loans and bills discounted, and accounts 
receivable in installments increased 316.6 billion yen. Total assets reached 5,342.2 
billion yen, increasing 489.3 billion yen from the beginning of the year. 
- Total liabilities increased 478.4 billion yen over the course of the year to 4,893.5 billion 
yen as deposits increased 419.4 billion yen, led by ordinary deposits, as their use as 
transaction accounts grew amid increased issuances of cash cards that have credit card 
and debit card functions. 
- Allowance for loss on refund of interest received increased 1.0 billion yen from the 
beginning of the year to 4.1 billion yen as we added 3.2 billion yen to it in response to 
increased claims, led by some law offices, while the amount drawn from it decreased 1.2 
billion yen to 2.1 billion yen. 
- As a result, total equity increased 10.9 billion yen over the course of the year to 448.7 
billion yen. 
- Note that shareholders’ equity ratio under the domestic standard fell 1.02 percentage 
point from the beginning of the year to 7.31% as we controlled costs associated with 
reduction in risk assets, even though we conducted securitization of credit to obtain 
funding for organizational reforms. 
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-Next, I will explain the situation of our systems and IT investment in fiscal 2018. 
- In fiscal 2018, we made investment to take more advantage of artificial intelligence 
(AI) and robotic process automation (RPA) and enhance the lineups of our products and 
services. 
- The total investment reached 34.4 billion yen, largely in line with the target, but costs 
for conducting training to better utilize system investments, research and development, 
and analysis represented a large share, while investment for introducing new services 
for mobile apps in the domestic business and digitalization of operational processes in 
the global business remained relatively low. 
- The KPIs on investment impact reached targets for growth rate in ordinary income 
and domestic labor share, but some targets were missed in the global business. 
- The failure to achieve the targets in the global business was attributed mainly to 
productivity improvement failing to reach the assumed levels due to the delay in 
investment in fiscal 2017, and the impact of the change in accounting standards at key 
overseas subsidiaries. 
- Criteria for booking allowance for doubtful accounts changed significantly in the first 
quarter of fiscal 2018 at some of the subsidiaries, especially the three listed overseas, 
after IFRS9 was applied on the local level as well as on the consolidated basis. 
- As a result, credit costs increased 2.4 billion yen for performing loans, corresponding to 
a 2-point impact on the KPI, in Thailand and Malaysia. 
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- Finally, let me discuss planned changes in our financial structure after our shift to an 
operating company from a holding company. 
- We plan to make changes to our funding structure through the ongoing structural 
reforms. 
- The plan is to centralize funding operations by consolidating management of all 
external borrowings by the operating company group at AEON Financial Service. We 
plan to perform the securitization service for AEON Bank and external investors, as we 
have done. 
- We will also consider ways to combine indirect and direct funding. 
- The bank holding company group will continue to manage risk assets by securitizing 
long-term loans from the viewpoint of asset-liability management (ALM), in addition to 
using deposits. 
- Going forward, we aim to boost profitability by strengthening relationship with the 
retail business and through cooperation with partners outside the group. 
- That concludes my part of presentation. Thank you very much for your attention. 
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- I am Kawahara of AEON Financial Service. 
- First of all, our apologies for the failure to achieve disclosed targets. However, we 
haven't changed the policy to execute in the medium term, as we have said before. We 
think we will be able to realize what we have promised you by completing this. 
- So, let me explain about the company's future direction. 
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-We have talked about this before, but we have the vision to become "No. 1 retail 
financial service company in Asia." 
- We aim to achieve this by building the most recognized ecosystem in Asia, by the end 
of year 2025. This may be an abstract expression, but we hope to expand the number of 
IDs dramatically. Specifically, we aim to increase the number of IDs to 300 million in 
2025 from the current figure of about 44 million. 
- When we look at the business environment around our company, in Japan, the 
medium-income bracket is expected to decrease while the low-income bracket will 
increase amid declining birthrate and aging population. On the other hand, in the Asian 
countries where we operate, the low-income bracket is expected to shrink while the 
medium-income bracket will grow, as the economies develop. 
- In the financial service industry, entry by businesses from other industries, armed 
with new transaction functions through smartphone apps, will intensify. We think 
customer lifestyles will grow more diverse as changes in incomes and services take place. 
We are also seeing diverging needs between different stages of life. 
- As it is impossible to respond to all these varying needs by our resources only, we are 
considering a strategy of expanding our ecosystem by finding good partner companies. 
We think the key is in a pursuit of customer convenience to augment such an effort. 
- In order to achieve the 300 million IDs target, we aim to expand our customer base by 
maximizing business synergy with the AEON Group and expanding tie-ups with 
external partner companies. 
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- AEON Financial Service is a parent company leading a comprehensive financial 
service group originating in a retail business, with 32 consolidated subsidiaries in 12 
Asian countries and regions, including Japan, plus an affiliate accounted for using the 
equity method. It was established in 2013 as a bank-holding company controlling AEON 
Bank. 
- It was created as a comprehensive financial service group centered on AFS in view of 
the business environment at the time. It was founded on the business model in which 
funds raised by AEON Bank are used by all members of the group, and we think this 
business model achieved a certain result. 
- In April 2019, we established AFS Corporation through a corporate split, and the 
company changed to an operating company from a bank-holding company. 
- This is something still under discussion and we plan to disclose the details when we 
work them out, but we have plans under discussion of to expand our business into 
various areas where we can take advantage of our access to retail business, including an 
incentive point or warranty business, an area highly compatible with retail, marketing 
service for our group members and areas including sales and sales-promotion consulting 
and advertisement services for other companies by taking advantage of abundant data 
we collected in the financial service and tie-ups. 
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- Let’s move on to our initiatives planned in fiscal 2019. 
- In fiscal 2019, we aim to focus on promotion of digitalization and expansion of products 
and customer base in order to address customer needs in a comprehensive manner 
under a radically changing environment. 
- We have customarily started by discussing our domestic business, but in fiscal 2018, 
the global business came to represent over 50% of our ordinary profit. So, I will start 
with the global business. 
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- First, let me discuss our initiatives in the global business. 
- The diagram in the upper part shows efforts to improve efficiency of credit screening 
using IT. We aim to create a speedy, highly precise screening flow by combining AI and 
facial recognition technologies, as well as information collected through social media, 
with the existing general application flow. 
- We are working out a method to create a customer evaluation model that cannot be 
replicated by rivals, in which the lifestyle painted using the customer's purchase history 
and the customer's credit history in our possession will be combined. In the future, we 
plan to create new services that combine our data with external data. 
- In addition, as shown in the lower half of the page, we plan to improve the quality of 
our credit portfolio and our profitability by stepping up provision of products and 
services that improves on the levels of existing services, targeting the medium- to 
high-income groups whose growth are expected to continue, in view of Asia's income 
brackets. 
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-Next, I am going to talk about efforts for ID expansion by mobile terminal in the global 
business. 
- Our corporate group has operations in 11 countries or regions outside Japan. 
- As you can see, we are providing a wide range of products and services, including 
credit cards, personal loans, installment credit, e-money, insurance agencies, and point 
cards, centering on regions where AEON has retail stores, though there are some 
exceptions. Our plan is to provide all these services through mobile apps. 
- Let me explain by taking Malaysia, where AEON operates retail stores, as an example. 
In Malaysia, we are outsourced the operation of a point card business that has about 4 
million cards of AEON Malaysia and AEON BiG Malaysia. Combining 2 million existing 
members of ours, there are a total of 6 million members in the country. 
- By leading these members to our mobile app platform, we can assign them account IDs 
under a common system. This will in turn enable us to conduct database marketing 
linked to data, such as customer purchase history, in addition to providing the payment 
service using e-money.  
(Customers who may not be very accessible for us to offer our credit comes within our 
reach as members as we can access them through prepaid cards with a point program 
and the smartphone payment membership.) 
- In addition, we aim to tie up with various service operators, including local airline 



companies, restaurants, online service companies, public service entities and operators 
of transportation systems, to improve convenience for customers, with the further goal 
of expanding membership. 
- Also, in regions where there are no AEON retailers, we aim to win more customers by 
incorporating prepaid functions, including QR codes, into cards and smartphone apps. 
- We think we will be able to lead customers on our smartphone platform to make higher 
purchases and use personal loans, as well as use our remittance service and insurance 
services, by adding bank account-like functions to a smartphone, in addition to payment 
capability. 
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- In the domestic business, we are going to step up effort on cashless transaction 
initiatives. This is comprised of mainly three parts. 
- The first is the joint promotion of cashless transactions at the AEON Group. 
In April last year, AEON announced it would introduce a payment system using the 
noncontact payment technology compliant with the Type A/B global standard, provided 
by Visa Worldwide Japan. The company plans to replace 100,000 cash registers at its 
AEON stores with the noncontact payment machines by March 2020, in anticipation of 
increased foreign visitors to Japan. We also have already started a process to shift to 
AEON Cards embedded with an IC chip for Visa's noncontact system. 
We aim to introduce services that will speed up operational processes, improve 
efficiency and enhance customer convenience by expanding use of cashless systems, 
including the contactless payment system. 
- Secondly, we will step up effort to expand our customer base and transaction volumes 
in collaboration with partners. 
We aim to expand our customer base and transaction volumes through issuance of cards 
in tie-up with external companies and implementation of joint sales promotion 
measures with merchants. 
- The third is measures to enhance functionality of the AEON Wallet smartphone app. I 
am going to explain details of this on the next page. 
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- In this slide, I will explain our plan to enhance functions of our smartphone app with a 
goal to expand the membership IDs. 
- The main role of the AEON Wallet app, which is for credit cards, has been to distribute 
coupons to customers and providing e-statements, which allows users to check their 
card bills. 
- In this fiscal year, we plan to add functions enabling customers to submit enrollment 
applications and make payment through the app. In addition, we will shift all card 
members to web-based statement starting with payments due for withdrawal in 
November. 
- The enhanced AEON Wallet functionality enables us to eliminate the type of sales 
promotion opportunities that have tended to be costly, by providing information on 
products and services fine-tuned to customer needs through the app in a timely manner, 
instead of printed promotional materials enclosed with a bill in an envelope monthly 
mailed to members. 
In addition, it is expected to cut costs for encouraging enrollment by adding an 
enrollment application function and reduce environmental load by introducing 
paperless billing, eliminating the need to mail printed bills. 
- We thus aim to provide various services that respond to customer needs and cut costs 
through digitalization. 
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- Next, we are undertaking initiatives to address different social issues in countries 
where we have operations, seeing resolution of social issues as business opportunities. 
- What the slide describes is how our group contribute to the social environment as part 
of our business and I think it shows a successful business model. We believe, with pride, 
that we are a business company that will take advantage of this model to further 
expand profitable businesses and has done so. 
- We plan to undertake such initiatives as a key area of endeavor. 
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- The next slide is about the system and IT investment to realize the initiatives I 
discussed earlier. In fiscal 2019, we plan to invest 30 billion yen. 
- As Mr. Wakabayashi, our senior managing director, explained earlier, last fiscal year's 
investment performance went as planned in terms of the total amount, but there are 
areas where investment did not catch up both in the domestic and global business. 
In this fiscal year, we aim to further enhance digital shift and responding to customers’ 
needs, we will expand measures horizontally including addition of payment 
functionality to the mobile app and use of AI for credit screening, which we discussed 
earlier, steadily and in areas where they are expected to be effective. 
- In relation to consolidation of headquarters functions, we plan to expand introduction 
of RPA, and improve efficiency of operations related to personnel and labor 
management, including a plan in this year to unify the personnel system of AEON 
Credit Service and AEON Bank. 
- In terms of investment effectiveness KPIs, we have added bad debt to income ratio in 
the domestic business to the existing set of indicators. 
In order to improve margins in both domestic and global businesses through investment, 
we aim to achieve ROE of 15% or higher by around fiscal 2022. 
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- Lastly, I would like to talk about our consolidated earnings and dividend forecasts for 
fiscal 2019. 
- As we disclosed in a timely-disclosure release on May 10, we plan to change the fiscal 
year end to February from March, pending approval by the annual general shareholders 
meeting scheduled on June 25. 
- Due to this change, our earnings targets are for 11 months from April 2019 to 
February 2020. 
- In fiscal 2019, AEON Group plans to run a group-wide campaign to promote cashless 
payment in the first half. The earnings forecast for the first half reflects the impact from 
it. 
- We plan to make intensive, advance investment in the first half to expand the 
customer base and increase transaction volumes and achieve a sustainable revenue 
growth in the second half and beyond. 
- We aim to achieve the forecast figures by steadily implementing the initiatives we 
discussed earlier. 
- We plan to pay out the same number of dividends as the previous year, with an 
expected payout ratio of 38.6%. 
Thank you very much for your attention. 
 



QAs 
 

■Daiwa Securities  Mr. Watanabe, Analyst 
Q: What led you to lower the KPI targets in the global business, especially the target on 
labor cost ratio? 
A: Senior Managing Director Wakabayashi: Systems measures and measures to 
improve efficiency were inadequate in merchant solicitation, screening and credit 
collection operations due to a delay in investment, which necessitated manual handling. 
We aim to correct the situation to catch up. 
Q: To what extent did you incorporate the impact from the government's cashless 
measures in the fiscal 2019 plan? 
A: President Kawahara: We expect card transaction volume will increase 14% compared 
to the previous year, or 6.1 trillion yen, in fiscal 2019. We did not forecast costs in 
anticipation of only the government's cashless campaign. We believe an effective way 
will be to concentrate investment in the first half and before the consumption tax hike. 
Our forecast of card transaction volume is 15% for the first half and 12% in the second 
half. 
 
■Mizuho Securities  Mr. Sato, Analyst 
Q: What are the grounds for setting the ROE target at 15% by fiscal 2022? Also, what 
level of profit would the company be able to make at this point? 
A: President Kawahara: We have aimed for an ROE target of 15% in the medium to long 
term for some time. And we felt that we may have postponed achieving this target. 
Fiscal 2019 is the final year of the current medium-term plan, and we plan to work out 
the next plan covering a period from fiscal 2020 to fiscal 2022. Our plan is to achieve the 
15% target in ROE by the time the next medium-term plan expires. Achieving this goal 
will be a milestone when we will work out a business plan on a longer horizon to fiscal 
2025. We have the strength to achieve 77.0 billion yen in ordinary income in fiscal 2019. 
Q: What are your views on risk factors in the competitive environment of smartphone 
payment, and what are your measures to compete? 
A: President Kawahara: In terms of environment, competition is intensifying, but we 
perceive it as an interesting environment, rather than perceiving risks. I should not 
discuss specific measures, but we are considering them. 
 
 
 



■Citigroup Global Markets Japan  Mr. Niwa, Analyst 
Q: Describe what comprises ordinary profit, both in domestic and global operations. 
A: Senior Managing Director Wakabayashi: Contribution of global operations to 
ordinary profit remains high. We expect profit contribution from the domestic business, 
where we plan to make investment for cashless payment, will remain flat or decrease 
slightly. In the global business, efforts to improve efficiency are progressing well, 
including measures overseas to improve operational processes in response to changes in 
accounting standards. We were able to expect that more efficient credit costs overseas 
would offset the domestic business, but were failed to anticipate the impact of an 
increase in provisions for preforming loans as a result of a significant growth in 
outstanding loans in Thailand. On the other hand, we think these performing loans will 
contribute positively to earnings going forward. 
Q: What is the expected direction of shareholders’ equity ratio going forward? 
A: President Kawahara: The banking regulation requirement of minimum 8% in 
shareholders’ equity ratio is applicable to the intermediate holding company, and we are 
prepared to actually maintain the ratio of at least 9%. AFS overall does not fall under 
the scope of this requirement, meaning it is allowed to go down. We do not set specific 
benchmarks, and aim to operate using appropriate management literacy. 
Q: What is the direction of securitization profit? 
A: Senior Managing Director Wakabayashi: AFS Corporation will continue to control 
risk assets at banking business and housing loan service and implement securitization 
as it has done. Funding operations of APF and other companies will be consolidated to 
AFS, but funding through securitization will be utilized as before. We are considering 
securitization worth about 500 billion yen overall. We expect about 15.0 billion yen in 
profit from sale. 
 
■Macquarie Capital Securities  Mr. Moriyama, Analyst 
Q: What are measures to ensure that advertisement and promotion expenses in the first 
half would not be wasted? 
A: President Kawahara: It is difficult to quantitatively grasp the impact of 
advertisement and promotion expenses. When to spend how much on what had already 
been decided. We identify effective ones from among past advertisement and promotion 
measures and consider pros and cons of implementing them. We do our best and make 
decisions in ways that can maximize impact. 
Q: AFS now has greater freedom on its operation. Do you plan to aggressively seek M&A 
opportunities? Or do you plan to raise percentage stake in the overseas subsidiaries? 



A: President Kawahara: M&A is an option that we need to consider for our business' 
growth. We hope to do it if we find a great opportunity. We are discussing options at a 
number of our businesses. If we raise percentage stake in overseas subsidiaries 
excessively, we could breach regulations in respective markets, including current ratio 
restrictions. We will consider measures to prevent outflows within the executable scope 


