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Presentation 

 

Yamazaki: Now that it's time, TSURUHA Holdings, Inc. will hold a financial results briefing for the third quarter 
of the fiscal year ending May 2021. 

I will introduce today’s attendees. Jun Tsuruha, President and Representative Director. 

Tsuruha: This is Tsuruha. Thank you. 

Yamazaki: Makoto Murakami, Executive Officer and Chief Administrative Officer. 

Murakami: This is Murakami. Thank you. 

Yamazaki: I am Takuya Yamazaki, Investor Relations Manager of the accounting department. I will also be in 
charge of today's moderator. Thank you. 

Before we get into the explanation, the president, Tsuruha, will inform you. Please start. 

Tsuruha: Well then, I would like to inform you. 

As already reported, Mr. Masashi Horikawa, the former president of the Company, passed away on March 7, 
at the age of 62. I would like to express my gratitude for the conversations with investors and analysts at IR 
meetings during his tenure as President. On behalf of the deceased, I would like to express my deep gratitude. 

From now on, I, as well as all of the remaining executives and employees, will continue Horikawa's will and 
strive to further enhance our corporate value. Thank you for your continued support. 

Yamazaki: Now, let me tell you about today's progress. 

First, Murakami will give an overview of business results, and then Tsuruha will give an explanation of the 
initiatives and policies for the current fiscal year. After that, we will move on to the question-and-answer 
session. 

At today's briefing session, we will explain while sharing the financial results briefing materials on the screen. 
In addition, please refer to our website for financial results briefing materials, financial results supplementary 
materials, and earnings report. 

Now, let me move on to the explanation of financial results. Thank you. 
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Murakami: Now, I would like to explain our business results for the third quarter of the fiscal year ending May 
2021. I am Murakami, the general manager of the management division. I look forward to working with you 
today. 

First of all, I would like to talk about the highlights of the third quarter. Please see page three of the materials 
you have. 

Cumulative Q3 sales were JPY683.9 billion, up 9.3% YoY. Operating income was JPY39.7 billion, up 8.7% YoY. 
We landed on this number. In addition, the six-month figures for Drug Eleven are included. 

First of all, regarding the business overview, in terms of sales, the categories such as food and daily necessities 
continued to be strong. On the other hand, the direct-related demand for the coronavirus, such as disinfectant 
products and masks, has come full circle. In addition to the reaction to last year's special demand for the 
coronavirus, seasonal supplies, such as pharmaceuticals, were sluggish. On the other hand, we have been able 
to control the growth of SG&A expenses, especially personnel expenses. 

As for topics, we are accelerating the introduction of new categories, such as fresh foods, as a measure to 
deal with the prolonged coronavirus crisis. Promotion of digitalization is based on the acquisition of app 
members. And there was a smooth change of a new private brand, kurashi-rhythm, which was renewed two 
years ago. 
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Now, I would like to explain the details of our business results. Please turn to page four. 

From the left, the previous year, the middle is the consolidated value, including Drug Eleven, and the right is 
the value excluding Drug Eleven. 

I would like to explain the special notes. The first special factor in the third quarter is gross profit. Due to the 
devaluation of inventories such as alcohol gel, there is a negative impact on gross profit of over JPY300 million. 

Next is SG&A expenses. In SG&A expenses, we have posted over JPY100 million in restoration costs for stores 
that were closed due to the influence of the coronavirus. In addition, there was an earthquake with a seismic 
intensity of 6 or higher in Tohoku on February 13, but the amount of damage is recorded as an extraordinary 
loss. 
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Please turn to page five, quarterly results including Drug Eleven. 

The upper row is this term, and the lower row is the previous term. I will omit explaining the details. 

 

Please turn to page six. It is a quarterly value excluding Drug Eleven. 

As mentioned at the beginning, the reaction to last year's special demand for the coronavirus and the cost of 
restoring the original condition due to the closure of inbound stores are affecting the business performance. 
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Please see the next page. Next is the YoY change in the existing store sales for 13 months. 

The blue line is the previous year, and the red line is the current year. As you can see, there was no significant 
change in the third quarter from December to January, but in February there was a large reactionary decline. 
In the future, the hurdles will be even higher in March of the previous year, and the YoY rate of change in 
existing stores in the previous fourth quarters will increase by 7.1%. 

 

Please see the next page, changes in the number of customers, unit price per customer, unit price of goods, 
and number of items purchased. 
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This is a breakdown of the YoY changes of existing stores. As you can see, the positive factor for sales is mainly 
due to the unit price per customer, especially the increase in the number of items purchased. 

 

Please see the next page. This page is for your reference only. 

The figures are corrected for the effects of plastic shopping bags that has been charged since July last year. I 
will omit explaining the details. 

 

Please see the next page. Next is the sales situation by region and company. 
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As you can see, there are differences between regions. Especially in the Chubu/Kansai area, Kyorindo and B&D 
performed well, but for TSURUHA Co., Ltd., Chubu and Kansai area were affected by inbound and fell below 
the previous year's level. By company, Kusurinofukutaro, which has a high proportion of urban areas, fell 
below the previous year's level. 

 

Please see page 11. It is the situation of opening and closing stores. 

In the third quarter, 21 stores were opened, and the cumulative number of stores opened was 86. Regarding 
store closures, 16 stores were closed in the third quarter, and the cumulative number of stores closed was 55. 
Regarding store openings, it is almost as planned. 

On the other hand, the number of inbound stores due to the impact of the coronavirus, as well as the closing 
of stores in urban areas, resulted in exceeding the plan. 
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Please see the next page. Next, it will be the results by product group. 

This number includes the number of Drug Eleven, so we will explain the details with the numbers of the 
existing six companies on the next page. 

 

Please see page 13. 
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First of all, regarding pharmaceuticals, the dispensing department is affected by the restraint of consultations, 
but the figures continue to be strong. On the other hand, regarding OTC, seasonal products, such as cold 
remedies and drinks, were sluggish. 

Next, regarding cosmetics, the difficult situation continues. However, basic cosmetics are on a recovery trend, 
which shows some bright signs. 

Sales of daily necessities and food products continued to be favorable due to the tailwind of demand for 
staying home. 

Lastly, regarding other things, masks fall into this category. For this, the impact of a rebound in demand for 
masks compared to last year has been seen. 

 

Please see page 14. This is the results of the dispensing department and details. 

As I mentioned earlier, despite the impact of curbing consultations, the figures continue to be strong. 

Regarding gross profit, the gross profit margin declined immediately after the drug price revision in October 
of the previous fiscal year in the third quarter, and there has been a reactionary increase. 
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Please see page 15, changes in the number of prescriptions and unit price. 

Due to the influence of the coronavirus, the number of prescriptions has remained severe compared to last 
year, but on the other hand, the increase in unit price has become a considerable number, so it is a solid 
number to some extent. 

In addition, from January 8th, there was another declaration of emergency, mainly in the Tokyo metropolitan 
area, but the number of sheets is gradually recovering. 
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Please see page 16. It will be the result of PB. 

The sales composition ratio in the third quarter increased to 8.7%. The PB ratio is in the 9% range. 

Regarding gross profit, it was said that masks for kurashi-rhythm, which had a high gross profit rate in the 
previous fiscal year, sold very well. In reaction to this, the gross profit margin fell sharply in the current fiscal 
year due to the slump in cold remedies. This decrease in the gross profit margin does not mean that the gross 
profit of PB products and each product is decreasing, but it is mainly due to the deterioration of the mix in PB 
due to the slump in pharmaceutical products. 

In addition, the kurashi-rhythm’s target of 700 SKU at the end of the year, which was the target for the current 
year, has been achieved ahead of schedule as of the third quarter. 
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Please see page 17. This is the status of SG&A expenses. 

The figures are as you can see. We are still in a situation where we are able to control mainly labor costs. As I 
mentioned a little, there are special factors, such as restoration costs. 

In addition, as a measure against the coronavirus, the Ministry of Health, Labor, and Welfare is now providing 
a subsidy, and we will be able to receive a subsidy for measures to prevent the spread of infection in 
pharmacies. Since we are applying for this at any time, we are currently recording it in other expenses, such 
as purchasing equipment associated with it. 

This is the end of my explanation. 

President Tsuruha will continue to explain our efforts and policies. Thank you very much. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
14 

 

 

Tsuruha: From here, I, Tsuruha, will explain our efforts and policies for the current fiscal year. Thank you. 

Please see page 19 of the material. I looked back on the year of the coronavirus disaster. 

Since the first infected person was confirmed in Japan in January last year, the consumption environment and 
business environment have changed dramatically over the past year. 

In the third quarter, shortages continued in the previous year due to a sharp increase in mask demand. Every 
morning, customers were lined up at the store. Indeed, the reaction is coming out in this fiscal year. 

It was also the timing of accelerating the introduction of fresh foods, and we believe that being able to meet 
the needs of our customers with a lineup of daily necessities and foods has led to an increase in the number 
of items currently purchased. 

The track record of cosmetics has been in a difficult condition for a year. We are taking measures against 
infection and continuing our activities with non-contact measures. Sales of basic cosmetics are currently 
recovering. 
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Next, see page 20, please. The store is expected to open and close in the fiscal year ending May 2021. 

We would like to inform you that the stores have been opened and closed by the end of the fiscal year. 

The number of stores opened is 138, which is almost as planned, compared to the planned 136 stores. 

On the other hand, the number of stores closed is 74 stores, which is more than 19 stores, compared to the 
planned 55 stores. The breakdown of the excess 19 stores includes eight unplanned inbound stores and six 
unplanned scrap and build stores. 
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Next, please go to page 21. It will be a full-year plan. 

There is no change from the revision plan announced in December. Sales is JPY920 billion, and operating 
income is JPY49 billion. 

 

Please see page 22. It's a digital strategy. 
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In order to acquire customer contact points and build a sales promotion base, we are focusing on downloading 
smartphone apps and acquiring them this fiscal year. Compared to the target of 4 million downloads, we are 
currently proceeding steadily with 3 million downloads. 

 

Page 23, please. This is a business improvement in the digital strategy. 

As I have explained before, the effect of the shift creation support system introduced in advance by Tsuruha 
Co., Ltd. has gradually come out. By visualizing the operation plan, this mainly leads to the reduction of 
overtime hours. We plan to expand this success story horizontally to operating companies other than Tsuruha 
next fiscal year. 

In addition, it is an automatic forwarding system for dispensing operations, which is a system for optimizing 
inventory loss due to expiration. By including this, we have been able to reduce waste loss. 

In addition, although the cosmetics ledger is still in the development stage, we will first establish a state of 
focusing on sales by simplifying management operations by digitizing it. We plan to analyze customer data 
and link it with the app, and in the future we plan to be involved in one-to-one marketing as well. 
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Page 24, please. It is a private brand, kurashi-rhythm. 

As I explained earlier, we have already achieved the current 702 SKU and the originally planned 700 SKU ahead 
of schedule. We will continue to expand this private brand strategy as a pillar of the Tsuruha Group. 

 

Please see page 25. This is attached as a reference. 

We have received opinions that it is difficult to understand the classification of PB in the Tsuruha Group, so 
we have organized the types here. 
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This M's One will be discontinued. It will be a cessation of sales. In the future, we will make the kurashi-rhythm, 
which I just explained, a pillar as a common PB for the Group, and on the other hand, we will develop two 
pillars, a monopoly product without a brand logo and a company limited product. 

In addition, although it is not a private brand product, there are specific cosmetic brands, such as Lissage and 
Alblanc, that can be differentiated and lead to the creation of fixed customers, but we will continue to 
strengthen these as a group. 

 

Please see page 26. 

As another initiative, we are introducing meat and fruits and vegetables to increase the frequency of visits to 
the store. As the attached graph shows, the stores that introduced meat and fruits and vegetables contributed 
more to the number of customers sold than the average. 

Also, regarding the Drug Eleven that have been subsidized since this fiscal year, the integration of Drug Eleven 
has been going well so far, but we will be refurbishing, scrapping, and building in the fourth quarter, from now 
to the next fiscal year and about two more years. In the next one to two years, we will be changing to a more 
competitive format. 

Regarding e-commerce, we currently have only one distribution base in one location in Shimane prefecture, 
so we plan to increase the number of bases in the Kanto region in the fall to expand our business. 
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Please see page 27. This is posted as a group ESG activity. 

It has been 10 years since the Great East Japan Earthquake. In the disaster area, we believe that we have 
played a role as an infrastructure to protect the lives of the region. We will continue to believe that the 
enhancement of the drugstore business itself will contribute to society, and we will continue to contribute to 
the local community. 

In addition, we are contributing to the reduction of CO2 by selling CO2 emission allowance created by saving 
energy in stores and equipment. 

In addition, as an initiative of this dispensing pharmacy, we are starting an initiative in Tsuruha that will lead 
to CO2 reduction by reducing the number of deliveries every day in cooperation with pharmaceutical 
wholesalers.   
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Then, please see the last page, page 28. This is a medium-term plan. 

We will continue to aim for 3,000 stores and sales of JPY1 trillion in the fiscal year ending May 2024. As the 
basic strategy is written here, we will continue to pursue expertise and convenience, open dominant stores, 
expand PB products, strengthen the organizational strength and profitability of the group, and work toward 
achieving our goals. We look forward to working with you in the future. 

This is the end of the explanation. 

 

  



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
22 

 

Question & Answer 

 

Yamazaki: Now, let's move on to the question-and-answer session. 

I have received a question already. Well then, please start. 

Questioner A: Thank you for the explanation. 

First of all, I am very surprised about the matter of former President Horikawa, but I would like to express my 
deepest condolences for his kindness. I am very sorry for your loss. 

I have several questions, but first of all, can I ask one question at a time? 

Yamazaki: Yes. It's fine. Please. 

Questioner A: First of all, you have always told us about the progress of this third quarter, but I think that the 
sales, gross profit, expenses, and operating income lines have been revised once in the first half of the plan. 
But how was the progress? 

Last year, in the fourth quarter, there was a special bonus, or something like that, about JPY3 billion, so I think 
it is not clear to see the expenses. If possible, please give us a general idea for the fourth quarter. This is the 
first one. 

Tsuruha: Well, we generally think that the progress in the third quarter is as expected. Originally, I had 
predicted the slump in cold remedies and the tendency for the gross profit margin to decline to some extent, 
and of course I predicted the reaction of last year, so I think that the progress itself is almost as expected. 

As you said, there was an appreciation money of JPY3 billion, so I would like to take that into account and 
control the planning and SG&A expenses. 

Questioner A: For example, you mean that it is almost as expected; what does it look like for each item? Or is 
there any difference? Each item means sales, gross profit margin itself, expenses, and so on. 

Tsuruha: Yes. Besides, yes. Most of them are within expectations. 

Questioner A: I see. I understand. 

Also, the second one is that I get a lot of questions about how to view the gross margin, so especially when 
looking at the product group this time, probably the other parts have dropped considerably in the third 
quarter, if you look at this quarter alone. I wonder if mask, et cetera, is in there. 

For masks and hygiene products, for example, the image of the rate of deterioration, or when it comes to the 
fourth quarter, should we expect it to decline further? 

In addition, please tell us if you feel that you have to set up price competition more since you are setting up 
more price war. 

Tsuruha: The decline in the gross profit margin—for example, for masks—has naturally risen in cost compared 
to the previous year, and the selling price has also fallen, so the gross profit margin has fallen by about 10% 
compared to last year. The gross margin itself. For cold remedies, of course, the sales composition ratio has 
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fallen, rather than the gross profit margin ratio, so the gross profit margin of all pharmaceutical products has 
fallen accordingly. 

We believe that this situation will continue for some time, of course, in the fourth quarter. I think that we 
should work on how to cover this in other fields, in the strong category, as a strategy. 

Questioner A: How about your pricing strategy? 

Tsuruha: Is it the price with the competitors? 

Questioner A: Yes. 

Tsuruha: There was a time when each company refrained from promoting sales in the coronavirus for a while, 
but now it is really different depending on the district, but of course there are competitions that are attacking 
at the price. I think that we should really do it by flexibly responding to the attributes of the region and the 
competition. The competitors really differ from district to district, so it's a good idea to take a closer look. 

Questioner A: I understand. And the last third question. 

The final settlement of accounts has not been completed yet; it is too soon to ask. For the next fiscal year, you 
will strengthen the PB that you have been doing for a long time, improve the efficiency of operations, and 
develop the synergies of Drug Eleven, and in what form will you assemble the next fiscal year in a way that 
will improve your business performance again? 

I'm wondering if you have a blueprint that you're working on how you create business results; considering 
only the opening of stores, the number of stores that have increased net is limited. I hope you can share it for 
a while. 

Tsuruha: Thank you. 

I will talk about the detailed strategy for the next fiscal year at the time of the final settlement of accounts. At 
this point, regarding Drug Eleven, which I just talked about, but after all, there are many stores that are a little 
older, so we will renovate or work on a complete renovation. Or we will scrap and build for next one to two 
years. 

So, of course, the numbers here will make a recovery on an operating income basis, but on a sales basis, it 
may be a little stagnant for a year or two. However, this is the policy that we would like to change to a 
profitable constitution, regarding Drug Eleven. 

Also, regarding PB products, there is still a slight difference in introduction by taking advantage of the Group's 
economies of scale and sales power, so if all groups can sell with the same power, sales expansion should still 
grow. I wonder if there is. I am thinking about such a thing. 

Regarding store openings, for the time being, we plan to open similar number of stores in the suburbs, which 
we are good at, in the next fiscal year, as well as in the current fiscal year or more. That's all. 

Questioner A: Thank you. 

Yamazaki: Thank you. Next question. 

Questioner B: I would like to offer my deepest condolences for former President Horikawa. 
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On top of that, I would like to ask you three major questions. The first two are probably almost the same as 
the question I asked President Tsuruha three months ago. 

First of all, I would like to ask you about private brands. Earlier, I think that you have already written in detail 
on page 16 of the presentation material because you have achieved 700 SKU of kurashi-rhythm ahead of 
schedule. 

Last time, you told me how to make it, such as the president of each operating company committing to make 
it, but what are the characteristics of this 700 SKU? If you look only at the SKU, you can see in numbers that 
they have a solid lineup of medical products, pharmaceuticals, and so on. I think the contents are more 
important than the number. 

May I ask President Tsuruha to tell us what kind of thoughts he had when making this PB and how he feels 
when he sees it all together? Thank you. 

Tsuruha: Thank you. 

Well, this PB product has always been a value-added product and a pricing strategy product, so it is a so-called 
consumable item or something like that. We are doing it with two kinds of ideas. 

Basically, after all, customers come to Tsuruha Group stores because there are value-added products. We are 
making those products. From the time of former president Horikawa, the kurashi-rhythm brand was launched 
as a group with this in mind. 

Having reached 700 SKU, I think that more opportunities for major manufacturers to collaborate with us to 
create have finally increased. Naturally, this is partly due to the appeal of our scale and partly due to our sales 
capabilities; in order to survive and win, manufacturers themselves have started to narrow their focus to a 
few companies, rather than partnering with just about anyone. 

This tendency has become stronger recently, and we would like to create our brand with a manufacturer that 
has more development power or reliability from the next fiscal year onward. 

Questioner B: Thank you. 

The second point is about JR Kyushu Drug Eleven. This may be a similar question to the previous one. 

Also, after another three months, I think you'll be looking at various things. Earlier, I heard that the store is 
old, but other than that, for example, when you compare products, it is the cost situation, the point is the 
synergy of gross profit, SG&A expenses, and expenses. 

If there is room for cost reduction in the management department, or if it was as you thought before the 
acquisition, that's totally fine. But if you notice something, could you please update it? Thank you. 

Tsuruha: Regarding Drug Eleven, I think I explained the product integration synergies before, but we plan to 
generate about JPY700 million in purchase integration synergies this year. It's only six months now, so it hasn't 
reached JPY700 million yet, but we will have a final rebate in the fourth quarter, so we plan to generate 
integrated synergies as planned. 

Regarding the store format that you have a question about, there are still some parts of the product 
composition of our group that are a little different, so this can be a repeat, but I will change the layout by 
remodeling and scrap-and-build.  
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Regarding SG&A expenses, yes, there is nothing special about Drug Eleven, but of course, like other operating 
companies, I would like to continue to control from Tsuruha Holdings. 

Questioner B: Thank you. 

The third and final question is about data. I always ask you about this, but I would like to know the operating 
profit margin by region and the figures based on existing stores of Tsuruha. 

Also, I'm sorry for one more point, which is very minute. This time, in terms of non-operating expenses, the 
amount of Early withdrawal penaltyprematurely canceled drugs is quite large, and although it is an item that 
has been listed in the past, it is listed at a slightly large amount of JPY860 million. 

I would like to know if this is related to the increase in store closures that you explained earlier, to the extent 
that it does not matter. Thank you. 

Yamazaki: For the first half of the question, I would like to talk about the operating income margin of each 
region. 

First of all, the figures are for each area of Tsuruha, excluding new stores. The figures are for the store stage. 
In the Hokkaido area, it is 8.8% in this current fiscal year, which has increased from 8.1% in the previous year. 
For Tohoku area, it is 6.3% for both previous year and the current year, unchanged. For Kanto area, it is 5.4% 
in this fiscal year, which increased from 4.4% in the previous year. In the Chubu/Kansai area, the operating 
income margin are minus 5.3%, decreased from 1.1% in the previous fiscal year. 

Next, by company, Tsuruha's entire company accounted for 6.3%, which decreased from 6.6%. 
Kusurinofukutaro accounted for 4.3%, decreased from 4.4%. TGN accounts for 9.3% in this fiscal year, 
increased from 8.7% in the previous year. Lady Drug Store accounts for 6.8% this year, increased from 6.5% 
in the previous year. Kyorindo Pharmacy accounts for 4.8%, increased from 3.1%. B&D accounts for 3.3%, 
decreased from 4.1% in the previous year. At present, Drug Eleven is 1.3%. 

That's all for the data. Now, Murakami will talk about non-operating income. 

Murakami: I, Murakami, would like to answer. 

Regarding your question about Early withdrawal penalty the medicines for premature termination, the figures 
are listed on page 5 of the P&L details in the financial statements. The cumulative total is JPY866 million. This 
was about JPY836 million, which was recorded in this third quarter. 

As for the breakdown of this, inbound and urban-type slumping stores were canceled early, so there is a 
penalty associated with this. Others are not included. 

Questioner B: I understand. Thank you very much. 

Yamazaki: Thank you. Then, next person, please. 

Questioner C: First of all, I would like to express my deepest condolences on the loss of Mr. Horikawa. 

I would like to ask you as a supplement of other questions so far. One question, one answer basis, please.  

First of all, regarding the future way of thinking about the gross profit margin, I would like to know one point 
about when the deterioration of mask profitability began to become noticeable. 
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Also, you said that you will be flexible with pricing policy, but please tell us if there is any difference of 
competitive environment by region. This is the first point. 

Tsuruha: The decline in the gross profit margin of masks had already appeared in the interim, so it's about 
summer. For us, I think it was already out in the first quarter. About summer. 

Questioner C: I don't hear much about that from other drug stores, but can you think of any special factors 
for your company? 

Yamazaki: It's a little supplementary story, but when masks sold very well, mainly in the fourth quarter of the 
previous fiscal year, they were mainly boxed masks with kurashi-rhythm, which were selling very well. They 
were out of stock, and from that point onward, we were in a situation where masks from various 
manufacturers had been sold to bridge the gap.  

At that time, the gross margin of the mask of kurashi-rhythm is about 20% higher than the mask that is on 
average now, and I think that the difference in gross margin is very large. My perception is that because the 
gross margin rate of the mask of kurashi-rhythm was very high, and the difference in the gross profit margin 
of the masks that came in to secure inventory may have been significant, although we are not aware of the 
situation at other companies. 

Questioner C: Thank you. How about the competitive environment by region? 

Tsuruha: After all, it depends on the competitors, but it's a discount-type competition or something like that. 
In terms of Tsuruha, there is a little competition for selling prices, mainly in the northern Kanto region. 

Questioner C: Other than that, do you have the impression that competition has not intensified so much? 

Tsuruha: No, of course, competition continues, and intensification continues. 

After all, it depends on the way of the company of the other party, so in the area where you are fighting with 
the competition that strongly puts out the price, the price cannot be kept silent, so you have to counter it to 
some extent. This is the situation. So, I think it really depends on the competition. What is this pricing strategy? 

Questioner C: Is the situation where food is the main competition? 

Tsuruha: That's right. After all, it is also true that the highly competitive areas are mainly affected by food. 

After all, there are many companies whose competitors are doing food in discount drug stores. Customers are 
sensitive to the prices of these consumables, especially foods, and the things they use every day, so I think 
there are situations where we have no choice but to match them. 

Questioner C: It has been reported that the grain price of food is soaring worldwide, but is there any particular 
risk of rising food costs in the future? 

Tsuruha: Well, I still don't know yet. 

Questioner C: Thank you. 

The second point. I am looking at the status of existing stores by region on page 10 of the material. As West 
high, East low, we can see the high growth of existing stores from Kyushu to Chugoku region. Please tell us, 
what is the background behind this? 
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Tsuruha: In Kyushu, Drug Eleven is not included. Here, the denominator is still very small, so if it does not 
include Drug Eleven, it means that the amount of store openings is increasing. 

Also, the reason why Western Japan was relatively good is that each operating company is in the central part 
of TGN, Lady Drug Store, Kyorindo, et cetera, and we are also introducing food in the store format around 
here, the so-called suburban type. As with Tsuruha, I think that the format around here works. I don't think 
there are many negative factors, compared to other regions. 

Questioner C: Western Japan has strong discount drugs, but is there any significant contribution to the growth 
of existing stores, such as perishables and dispensing? 

Tsuruha: Yes, of course I think there is. TGN had taken the lead in the introduction of fresh foods and the 
dispensing that the other party did not do, so I think that the effect is very good. 

Questioner C: Is it your policy to spread such know-how horizontally to Hokkaido and Tohoku next time? 

Tsuruha: Yes. You're right. 

Questioner C: Thank you. 

Lastly, regarding investment for the next fiscal year if you now know the increase and decrease in investment 
and related fixed costs. What kind of situation and estimate would be the impact of the establishment of the 
EC center in the Kanto region and this cost aspect, which was mentioned earlier? 

Tsuruha: As I mentioned earlier, the matter of increasing the number of EC bases is to make vacant stores 
that are closed into distribution bases, so it does not mean that we will spend a particularly large amount of 
money here, regarding EC. Also, I would like to talk about the big investment in the next fiscal year again in 
June. 

Questioner C: I understand. Thank you very much. That's all. 

Yamazaki: Thank you. Next question. 

Questioner D: Please give me two supplementary points. 

One is the breakdown of expenses, which is sales promotion expenses. You have spent about JPY1.4 billion in 
the last three months, and this amount itself is about the same as the level before the coronavirus. On the 
other hand, in the retail industry and other general topics, I think that sales promotion expenses will be 
reduced by double digits compared to the past due to the use of apps but in general. 

Is there a possibility that this sales promotion cost will be significantly reduced by using this app in your 
company in the future? Please tell me that point.  

Tsuruha: I think that more use of digital ads will reduce the number of leaflets that we have been doing up to 
now and whether or not all of them will be completely eliminated, so I think we can reduce sales promotion 
expenses in that respect.  

In addition, by making this digital, we may be able to receive the cooperation and sponsorship of various 
manufacturers, et cetera, as an advertising medium, so as you said, I think that the overall sales promotion 
cost will tend to be reduced. Could you explain a little about what was a little more this year? 

Murakami: I, Murakami, will supplement. 
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The sales promotion expenses are divided into two, the so-called leaflets, the TV commercials, the so-called 
advertising expenses, and the allowance for points.  

Therefore, regarding the latter the allowance for points, we will reassess the balance with the balance at the 
end of the previous fiscal year every quarter, so whether the end of the previous fiscal year is a little high or 
low, and when looking at last year, the figure is a little different depending on how it was last year. 

In the third quarter, the figures were very low in the previous term, so the figures showed high growth 
compared to the previous year. Is it alright? 

Questioner D: I understand. Thank you. 

Then, is it such a prospect that the effect of digital utilization will come out to some extent after the fiscal year 
ending May 2022? 

Tsuruha: That's right, yes. 

Questioner D: I understand. Thank you. 

There is one more thing, regarding the development and assortment of meat and fruits and vegetables. This 
fiscal year, you expect to open about 700 stores. I would like to ask about the plans after that. 

Also, in the explanation, it was explained that the product lineup should be modified according to the region, 
so if there is a specific example, I would like to you to supplement the idea of line lobing and product lineup 
correction. 

Tsuruha: Regarding the introduction of meat and fruits and vegetables, I think that there are already 696 
stores in this year, and it will reach about 700 stores at the end of the term. In the future, we will be looking 
at each store space and the surrounding situation one by one, but we are now planning to introduce about 
200 stores more in the next fiscal year. 

Also, is it an assortment? 

Questioner D: Yes. If you have any specifics, such as modifying the product lineup, that suits your region. 

Tsuruha: Modification of the product lineup to suit the region. 

Questioner D: Unless otherwise specified, that would be the case. 

Tsuruha: Of course, this is always an issue for the retail industry, so I'm always thinking about a product lineup 
that suits the region. There's nothing particularly big or nothing specific about it. 

Questioner D: I understand. 

It's a little confirmation of fruits and vegetables, but it's fresh. Fruits and vegetables are done on their own, 
and meat is a tenant, which is the basic form, and is this a continuation form? Also, is there any particular 
problem with the tenant's capacity? 

Tsuruha: Both will be introduced by consignment sales. 

Questioner D: Both are outsourced. Is there any particular problem with the capacity of the outsourced 
contractor? 
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Tsuruha: Yes. I am choosing a vendor that has no problem. 

Questioner D: I see. I understand. Thank you very much. 

Tsuruha: Thank you. 

Yamazaki: Thank you. It's about time to finish, but how about one more question? Is it alright? 

That's all for the question-and-answer session. 

We are closing the financial results briefing session for the third quarter of the fiscal year ending May 2021 of 
TSURUHA Holdings, Inc. Thank you very much. 

Tsuruha: Thank you. 

Murakami: Thank you. 

[END] 

______________ 
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