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Today, while you are busy, thank you very much for participating in our third quarter 2021
financial results telephone briefing.

I'm Suzuki, who is in charge of corporate planning.

Today, | would like to explain the summary of the third quarter financial results.



Key points of the announcement of this financial results
|

Q3 Earnings Summary

>Consolidated financial results for the third quarter were increased income and
decreased profit

>Consolidated operating income for the third quarter alone(excluding the impact of
consolidation of insurance companies) and operating receivables recovered from
the second quarter.

>Costs were reduced from the same period of the year, mainly in Japan.
Consolidated operating income for the third quarter alone was at the same level as
the same period last year.

>=Accelerating the construction of indirect and non-contact sales structure in
coronal disaster.

Revision of full-year earnings forecast

>The company's consolidated operating profit for the third quarter were revised
upward after a forecast for the previous quarter (July 8, 2020).

>In view of concerns about the growing impact of the third wave worldwide, we will
continue to use the range format in this forecast.

>Dividends are reviewed at an appropriate time after assessing the certainness of
the profit attributable to owners of parent.
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First of all, | would like to explain the key points of today's announcement.

Consolidated financial results for this quarter, increased revenue and decreased profit.

Consolidated financial results for this quarter were at the same level as the three months of
the previous year due to a recovery trend in operating income and operating receivables
balances excluding the impact of the consolidation of AEON Allianz Life Insurance
Company, as well as subdued expenses, particularly in Japan. In addition, we revised our
full-year earnings forecast upwards due to higher-than-expected operating profit, ordinary
profit, and profit attributable to owners of parent for the nine months ended November 30,
2020.

However, since there are uncertainties regarding the upward revision of dividend forecasts,
such as the expansion of infectious diseases at the current time, we plan to review and
disclose them after assessing the certain level of profit attributable to owners of parent.



1. Consolidated results by segments

2. Consolidated results by area

3. Impact of covid-19 and main initiatives
4. Reuvision of full-year earnings forecast
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Today, | will explain according to the table of the contents.



1. Consolidated results by segments
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Consolidated results by segment.

In the domestic business, while card shopping revenue and cashing revenue decreased,
aeon Allianz Life Insurance Co., Ltd., which has become a consolidated subsidiary for the
current fiscal year, was affected by the fact that it was taken into the profit and loss
statement from the second quarter of this fiscal year. In addition, operating revenue
increased due to an increase in fee revenue due to an increase in WAON's transaction
volume mainly at AEON Group food supermarkets which are strong in sales.

In addition, we worked to control costs by reducing sales promotion costs and reducing
mailing and printing costs for AEON card statements that have been shifted to online since
the second half of last year. On the other hand, operating profit in Japan was 65%
year-on-year due to the impact of the costs associated with the consolidation of insurance
companies mentioned earlier, a decrease in profit on securitization, and an increase in bad
debt allowance.

In the global business, expenses such as personnel costs and sales promotion expenses
were reduced, but the top line weakened in each area. In addition, operating profit increased
by 48% year-on-year as a result of conservative reserves in preparation for future delinquent
and bad loan risks in the first quarter.



Business performance excluding the impact
of consolidation of insurance companies

1. Consolidated results by segments -
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Business performance excluding the impact of consolidation of insurance companies

As shown in the chart on the top right, the impact on domestic business associated with the
consolidation of insurance companies is based on both operating revenue and operating
expenses, and there is little impact on operating profit.

In the chart below, in addition to a recovery in operating profit by restraining bad debt
allowance in the international operations from the second quarter onwards and operating
profit improved in the third quarter due to improved earnings and continued cost control in
Domestic business.

As a result, consolidated operating profit was 95%, almost the same level as the same
period last year.



: Quarterly Performance trends in Domestic
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Quarterly Performance trends in Domestic and Global business

In Global business, we recorded a large increase in bad debt allowance in the first quarter,
which decreased from the second quarter onwards, and you can see that operating profit
has started to increase.



1. Consolidated results by segments _ Factors confributing to increase or decreass -
| —
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Factors contributing to increase or decrease in profit by area.

Main factors contributing to the increase or decrease in operating profit.
As you can see, in both business Domestic and Global, a decrease in operating revenue
was main factor. Details of the decrease in expenses are as you can see.



1. Consolidated results by segments - Consolidated balance sheet
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Consolidated balance sheet.

In the third quarter, operating loans decreased in Japan and overseas due to a
decrease in the volume of cash advances and personal loans. On the other hand,
loans in the banking industry increased by ¥304.3 billion due to strong housing
loans transactions in Japan. In addition, allowance for bad debt increased by
¥23.6 billion from the beginning of the fiscal year, and securities in the insurance
business increased by ¥78.3 billion as AEON Allianz Life Insurance became a
consolidated subsidiary.

As a result, total assets increased by ¥6,416.6 billion and by ¥260.3 billion at the
beginning of the fiscal year.

In terms of liabilities, the amount outstanding of deposits in the banking industry
increased by ¥125.2 billion in Japan, such as ordinary deposits as funds for
settlement such as credit cards and debit cards, and foreign currency deposits
for investment purposes.

In addition, reserve for insurance policy liabilities increased by ¥97.6 billion in
connection with the insurance subsidiaries mentioned earlier. Total liabilities
increased by ¥5,581.3 billion and by ¥259.0 billion at the beginning of the fiscal
year.

As a result, net assets increased by ¥460.3 billion and at the beginning of the
fiscal year by ¥1.2 billion.



2. Consolidated results by area
R —

M Transaction volumes remained on a recovery trend from the second quarter, and the
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Consolidated results by area.

In both domestic and global businesses, the year-on-year rate of change in
transaction volumes of various products and the increase or decrease in the
amount outstanding of finance receivables decreased across the line due to
corona effects such as restrictions on behavior and self-restraint of business.
On the other hand, due to the resumption of operating activities and the review
of screening standards, which had been temporarily stricter, various transaction
volumes were recovering, and the amount outstanding of finance receivables
was generally bottomed out in the second quarter, although there were
exceptions to domestic cash advances.

With regard to domestic business, there was a one-month difference from the
same period of the previous year due to changes in the fiscal year-end in the
previous fiscal year. For comparison, the ratio of the same period of the previous
year compared to the nine months from March to November of the previous year
is also described.



2. Consolidated results by area - Domestic Card Shopping Volume Trends
|
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Domestic Card Shopping Volume Trends.

This graph shows the increase or decrease in credit card shopping and cash
advances transaction volumes compared to the same month of the previous
year.

As for credit card shopping, the self-restraint of going out was relaxed in June,
and the transaction volume temporarily recovered. However, due to the
re-spread of infectious diseases, self-restraint in some areas mainly in the Tokyo
metropolitan area continued, and it was slightly lower than the previous year. In
August and September, sales growth in the previous fiscal year was large and
generally lower than the same month of the previous year due to the rush-in
demand before the consumption tax hike from October 2020 and the effects of
the Company's promotional measures implemented in response to this.

With regard to cash advances, in addition to the reduction in consumption due to
the self-restraint of going out and nesting, the transaction volume decreased due
to a decrease in borrowing demand due to the effects of the government's
special payment.



2. CGI’]SG"dated results by area - Domestic Card Shopping Volume Trends
e —
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Domestic Card Shopping Volume Trends.

In addition to life-related industries such as food supermarkets and drug stores,
such as the AEON Group, mail-order sales, home appliances, and furniture have

been booming due to the tailwind of nesting consumption.

On the other hand, with regard to consumption with going out, there has been a
decline in the negative range since September due to the temporary
convergence of infections and the effects of the government-led GoTo

campaign.




2 Consolldated results by area - Trends in various transactions and outstanding

receivables ED'DIT]ESU{:]

M In card shopping and cashing, the pace of decline in balances slowed due to an increase in
transaction volumes. Installment finance and housing loans firmly accumulated the
outstanding of receivables.
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Trends in various transactions and outstanding receivables (Domestic).

In credit card shopping and cash advances, the pace of decline in the amount
outstanding of receivables has slowed as transaction volumes have been on a
recovery trend.

In installment finance, transaction volumes remained unchanged but the
outstanding amount of receivables continued to increase firmly.

Housing loans continued to perform well in the second and third quarters with
volumes in the first quarter including March when loan executions were the most
concentrated in a year. And the receivables were piling up steadily.



. Trends in various transactions and outstanding
2. Consolidated results by area - 2= 5o
M Along with the recovery in economic activity, sales of goods (credit card purchase, installment
finance) improved. Loans were temporarily revised from the third quarter to stricter
examination standards, and transaction volumes recovered.
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Trends in various transactions and outstanding receivables (Global).

Products linked to goods sales such as credit card shopping and installment
finance have seen a recovery in business activity and a recovery in transaction

volumes and receivables outstanding.

As the company reviewed its temporaryly stricter examination standards from
the third quarter, loan-related products such as cash advances and personal
loans recovered from the second quarter, and the outstanding receivables

remained unchanged.



2. Consolidated results by area - Trends in finance receivables (Global)

W Mainly in the first quarter, expenses related to bad debts in preparation for future risks
increased, including deferred repayment receivables.

M Since the second quarter, the collection of deferred repayment receivables in Thailand,
Malaysia, and other countries has progressed, and costs related to bad debts have decreased.
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Trends in finance receivables (Global)

In the China Area, Hong Kong where the economic environment continues to
deteriorate from the previous fiscal year, has been implementing stricter
screening and reserves for bad debts based on future projections, so the
contents of receivables have been improved even in the corona disaster.

On the other hand, in the Mekong and Malay Area, the ratio of bad debts to
finance receivables increased significantly in the first quarter due to the
response to reserves taking into account the risk of future bad debts due to the
corona disaster.

However, from the second quarter onwards, due to progress in the collection of
deferred debts and the failure to materialize the occurrence of delinquent and
bad debts as expected, the amount of additional reserves reserves was limited
and returned to the level before the previous fiscal year.



Impact of COVID-19
and main initiatives
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Main initiatives for the current fiscal year are as follows.

3. Effects of the COVID-19

-Behavioral regulations and business conditions mam

- Repayment grace measures impact period
+Resumption of billing |
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1. Effects of the COVID-19
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Effects of the COVID-19.

Here is a list of the situation in countries with a large corona impact.

In the third quarter, some regions in each country had an early convergence of
impacts on repayment grace measures at the request of authorities and
voluntary responses. the other hand, some regions, such as the Philippines,
have not yet seen a convergence period, such as the resumption of repayment
grace measures that have been completed.

On January 7, a state of emergency was re-declared in Japan. In addition, due
to the spread of infection again in overseas countries, action restriction
measures such as extending the declaration of a state of emergency and
partially refraining from going out have been taken.

In accordance with the "AEON COVID-19 Disease Control Protocol", which the
AEON Group has established as a standard for anti-epidemic measures to
protect the safety and security of customers and employees, the Company
continues its business activities based on the regulations of each country under
thorough anti-epidemic measures.



3. Main initiatives - bomesic
= o

M Develop direct and indirect channels to meet consultation and application needs

M Promote cashless payments by encouraging the spread of touch payments
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In the domestic business, we have secured social distance at bank’s branches,
insurance counters, and card recruitment counters, as well as expanded our
online reservation system and TV consultation and procedure counters that
enable customers to make reservations in advance in response to the growing
need for indirect and non-contact.

AEON Bank opened AEON Mall Ageo and AEON Mall Katsuragawa which has
antiviral-treated store facilities and customer consultation booths in December.

The number of AEON Cards issued by VISA equipped with touch payment
functions which bedded in November 2018 exceeded 7.5 million as of the end of
November 2020. Master Card and JCB also be launched in October, realizing
touch payment for these three major brands.

We will continue to work together as a group to ensure smooth shopping at
AEON Group stores and contribute to the realization of a cashless society.



3. Main initiatives - Gloval @

M Enclosing the top customer base through partnerships with leading external companies
M Strengthen cooperation with local AEON Group retailers

Partnering with leading external Strengthening collaboration with the
companies AEON Group
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Main initiatives — Global.

In Thailand, the Big C Group, a leading local retail group that has been issuing
partner cards, and a new platinum card for customers with a high monthly
income of 30,000 THB or more have been issued since July. Discounts on the
retail group's e-commerce sites are also being added to meet the growing
market demand for e-commerce and attract a new online customer base.

In October, we issued AEON Rabbit Platinum Card, a partner credit card with IC
ticket function with Thai transportation major group, BTS, which operates
elevated railways in the Bangkok metropolitan area. In addition to the touchless
payment function, this card comes with benefits such as rail fare discounts and
online payment discounts. And it is mainly targeted at middle-income customers
living in the metropolitan area or in commuting areas.

In addition, in Malaysia, Indonesia, and other countries where AEON Group
retailing is deployed locally, app development, issuance of common points,
credit cards benefit to strengthen group collaboration in the local area.



3. Main initiatives - clobal

M Accelerate online access to key products and services
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Credit card
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O :Planning for customer-made apps
or web support
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In addition, in the global business, there is a growing need for indirect and no
contact operations in the event of a novel coronavirus infection, so we are
accelerating online measures.

As you can see, in 10 overseas countries and regions, transactions with
customers, mainly credit cards, personal loans, and installment finance are
available through apps or on the web or are planning to be introduced.

We will make further efforts to continue business and improve efficiency through
apps and the web in indirect approach of services.



3. Main initiatives - bomestic and Global
e

M Reduce screening time and improved accuracy by utilizing identity verification (eKYC)
M Introduction of remote work and remoteization of sales structure

Optimization of screening Remoteization of sales structure

[Domestic] Group companies introduce remote work
Introduced online identity verification when applying as BCP support
for AEON Bank cash card and CASH+DEBIT card —Metwark development A
—Internet banking and foreign currency fransaciions and device distribution ™ |_—|
will be available from the day after applicafion in & home environment AA
at the shortest possible time enable the company fo "":' 'r"
= - carry out HQ operations ﬁ: ™
AN A

Desaster Preparedance
Support System

=In the future, @
we plan to expand

[Global-Malaysia] to customer operations E-mall
Motorcycle loans, auto loans, and home by introducing system [

appliance loans wil be introduced idenity infrastructure and m 5‘
verification (eKYC) in September as an effort to utilizing non-voice

- Chathots  Livechat
automate screening at merchant stores, channels.
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The following are the credit screening and work-related initiatives.

In Japan, we introduced identity verification (eKYC) when applying for AEON
Bank cash card and CASH +DEBIT card on October. As a result, in addition to
security improvements such as prevention of impersonation by third parties,
procedures such as mailing documents were omitted. Services such as internet
banking and foreign currency transactions are available from the day after
application at the shortest possible time, leading to improved convenience.

In Malaysia we have been automating screening by introducing identity
verification (eKYC) at motorcycle loans, auto loans, and home appliance hire
purchases merchants in September.

In addition, as a BCP response, we worked on work style reforms for employees
through remote work and satellite work at group companies in Japan and
overseas.

In the future, by introducing system infrastructure and utilizing non-voice
channels, we will automate and improve efficiency in customer response such
as call centers, screenings, and collection operations, and work to achieve both
improving customer satisfaction and reforming the profit structure.



Revision of full-year earnings forecast
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Finally, we announced revision of earnings forecast today.

Full-year consolidated earnings forecasts will be explained on the next slide.



4. Full-year earnings forecast - Progress in performance against company plans
|
B Consolidated financial results for the third quarter were higher than previously expected.
B The revised forecast continues the range format in view of concerns about the spread of
infectious diseases in the third wave.
Trends and Outlook in [Factors that diverge between forecast and actual results]
consolidated operating profit < Economic environment >
(Linit-¥ben) + Major countries such as Japan, Thailand, and
35 Malaysia have no restrictions on economic activity or
financial regulations that are about the first wave of
30 Farecast this time infectious diseases.
+ The pace of deterioration in the employment
(¥27.0bn to ¥33.0bn) environment and income levels has eased due to
25 fiscal spending by governments, such as the
special cash payment to firms and individuals.
20 < Our countermeasures >
: -Accelerating the digitization of sales structures
Previous Forecast -
15 Improvement of safework environment for employees
( ¥10.0bn to ¥20.0bn) B By
10
< Results >
5 - With the resumption of economic activity, review
screening standards at an early date than initially
0 expected, and improve the volume of loans and
instaliments sales
an 1H QiteQ3 2H - By reducing credit risk, additional expenses related to
3 bad loans from the second half of the fiscal year
onwards will be suppressed.
AEON Financial Service Oo, [td
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As shown in the graph on the left side of the page, consolidated operating profit
for the third quarter was higher than the previous forecast in gray.

The deviation between the original assumption and actual results is as described
on the right side of the page. The company's efforts to digitize its sales structure
in corona disaster and the relatively early transition to the recovery phase in the
economic environment in major countries have led to a recovery phase, resulting
in a recovery in transaction volumes and receivables outstanding. This was due
to performance trends exceeding initial expectations, such as the reduction of
credit risk and the additional occurrence of loan loss-related expenses.



4. Full-year earnings forecast -
|

(Unit:Yen)
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% Dividends are reviewed at an appropriate time after assessing the
certainness of the earnings outlook
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The revised earnings forecast figures are as shown in the chart.

The revised consolidated earnings forecasts are still disclosed in a range format
due to uncertainty over the outlook for financial results due to the effects of the
third wave of the spread of infectious diseases at the time.

The company plans to disclose the upward revision of its dividend forecast after
assessing the accuracy of its full-year results for this fiscal year and its forecast
for recovery from the next fiscal year onwards.



QAs

B Mr. Watanabe, analyst at Daiwa Securities

Q: Ordinary profit for earnings forecasts in the range announced. Please tell us
about the assumptions of the upper and lower limits. Is the uncertainty of
fluctuations in topline, promotional and credit costs involved?

A: Basically, it is at the top line. In view of the status of the declaration of a state
of emergency in Japan and the situation in Thailand and Malaysia, profits
have been announced in the range. Credit costs and promotional expenses
were expected to be up to the third quarter. We do not expect a particularly
large increase in costs. In addition, the company's burden is comed by
campaigns such as campaigns with point doubling, but we do not expect a
large amount of accounting in the fourth quarter.

Q: Could you tell us your thoughts on dividend planning and payout ratio? Are
you looking at earnings for the current fiscal year or profit levels for the next
fiscal year and beyond? When is the ¥68 expected to be achieved?

A: Rather than how much ordinary profit will be, we would like to raise the figure
from ¥23 this fiscal year as the effects of the new coronavirus infection are
expected to be prolonged. However, we would like to return as soon as
possible, assessing the level at which net income will be at, whether it will be
the content of profits that can continue to grow profits, and what will happen
to the risk of additional occurrences in bad debts. It is difficult to return to ¥68
this fiscal year. We want to bring it back by 2022, but there are many
uncertainties here due to corona. We are promoting digital, indirect,
non-contact, and e-commerce initiatives both in Japan and overseas, and
we want to maintain our business, establish a system that can expand over
the long term, and grow.

B Ms. Tsujino, analyst at Mitsubishi UFJ Morgan Stanley Securities

Q: Ordinary profit and net profit for earnings forecasts are weak in the fourth
quarter, based on the cumulative results for the third quarter. It looks like
conservative earnings forecast with credit costs reserved in countries with
lockdowns similar to the first quarter. How much do you think you need to
make as a credit cost in this uncertain situation?

A: The future situation of credit card shopping volumes and the balance of cash
advances in domestic in particular have fallen. In view of the top line, this
time we are announcing conservative earnings forecast.

Especially, the balance of domestic cash advances is large. it has been
decreasing since the beginning of the period. We want to return this as soon
as possible, but it is a risk that the usage will fall due to the declaration of a
state of emergency due to the effect of coronavirus. In addition, clusters have



occurred in Thailand and Malaysia, and the situation in corona has
deteriorated, such as the declaration of a state of emergency. There is a
possibility that the situation of the balance will be the same as in Japan in the
future. We don't know what will happen, so conservative earnings forecast is

settled.

Q: When the dividend is returned to ¥68 depending on the expected figures for
the next fiscal year and beyond.

A: We think that the situation will continue to be severe in the next fiscal year and
beyond. It is difficult to return to 100% and ¥68 as soon as possible, but we
would like to have a system that can be returned as soon as possible,
because we must respond to changes in the market that have been digitized
and coronaized. There is also investment, so it is difficult to return 100%

sustainably.

B Mr. Hara, analyst at SMBC Nikko Securities

Q: Could you tell us about the factors behind the rise in the NPL in Thailand and
Malaysia and the prospects for the future?

A: We are made allowances for delinquent. Counseling was provided except
when it was arbitrarily repaid in Malaysia. Some of it is flowing into delinquent.
However, we think that these will also be within the expected range. Thailand
is better than expected, but there is a possibility of an increase if the situation
worsens in the future. As for the new ones, we have started dealing with
customers who have higher creditworthy than before, and we are responding

with a slightly lower loan.

Q: Could you tell us about the prospect of bad loans in Japan in the future?

A: In Japan, the problem of unemployment and income decline is limited in part,
but it is beginning to affect food and drink and travel industry. Reserves have
already been made for existing loans, and new loans have been suppressed.
we think that it will be within the scope of our assumptions.

B Mr. Sato, analyst at Mizuho Securities

Q: Why is operating revenue not disclosed in a range format. In addition, is the
re-issue of the state of emergency declaration factored into the earnings
forecast? Is the provision for interest repayment factored in?

A: Operating revenue is not in the range because it is unlikely that earnings
forecasts and actual results will not be diverge more than ¥10 billion. In
addition, AEON Allianz Life's performance has been recorded in the PL, and
this part has filled the negative range of the impact of the novel coronavirus.
The earnings forecast announced this time is a figure that factors in the
impact of the declaration of a state of emergency in Japan. Provisions for
interest repayment are included in the fixed-rate performance for each fiscal



year.

Q: Will the schedule and content of the next medium-term management plan
change significantly in the future due to the impact of the third wave of the
new coronavirus?

A: In the circumstances of coronal disaster, we have been assembling a
medium-term management plan for a year. While the impact of the third wave
is becoming significant, there has been no significant change in the schedule
of formulation. We recognize that the impact of corona will not be over in a
year's time, so we are proceeding with the formulation on that premise.

B Mr. Niwa, analyst at Citigroup Global Markets Japan

Q: What kind of products should we think about caching in Japan from next fiscal
year onwards? Also, please tell us if there is any change in customer usage
patterns.

A: The decrease is due to the decrease in the number of opportunities to spend
money on travel and other outings. On the other hand, its use as a
supplementary fund for daily life is increasing. There is no significant change
in the cost per use of customers. | think that the way of using money will
change in the future, but there are various needs for enjoying life in the future,
so we would like to implement it while working with various merchant stores.

Q: I've heard that housing loans customer needs are generally firm. From next
fiscal year onwards, | would like to ask if it can be positioned as a core
product and that sustainable profits will be firm through the securitization of
receivables, etc.

A: Housing loans used to have large number of refinancing customers, but since
last spring, the number of new customers has increased. Currently, 60 to 70
percent are new, and this situation will continue for some time. Housing loans
receivables are securitized and funded because the term is long. In
November, the company began selling small amounts as a joint monetary
trust. In addition to lending as loans, it also responds to investment needs
that are different from stocks and investment trusts.



