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Summary of FY2017

Consolidated sales and OI increased YoY, while OI ratio fell
due to OI losses at some overseas subsidiaries.

Auto-ID Solutions business » Achieved record-high full-year OI

Japan : Successfully established a sustainable revenue base.
Overseas: Increased sales and OI to maintain a recovery

momentum despite some soft spots.

Materials business P Partial delays in R&D resulted in less costs
than planned.

WATw

Consolidated sales and Ol for FY2017 increased YoY, despite
some losanaking overseas subsidiaries.

| am especially proud of the Aut® Solutions business

achieving recoréhigh fullyear OI.

The Japan business has successfully established a sustainable
NEOSyYydzS o0l aSZ2RFORSRROKIENIF &R B
through various initiatives that tooglaceover the lastwo

years.

The OversealBusiness, especialtite base business,

maintained a recovery momentum despite some sluggish
subsidiaries.

The Materials business showed partial delays in R&D resulting
in less costs than planned.



Sales and Ol by Business Segment

(Millions of JPY)

FY2017 FY2016 YoY excl. FX
impact
Total Sal
AtontD Solutions otal Sales 113,068 106,210/~ 1065%\  1045%
i Operatin
business Inpoime g 7,697 6,221 123.7% 121.4%
Total Sales 70482 67,283 104.8% 104.8%
Japan i 7
%ﬁﬁ?g 5,831 4571 127.5% 126.7%
Total Sales 42,585 38,926 109.4% 104.0%
Overseas Operating o 9,
it 1,865 1,650 113.1% 106.7%
Total Sales 315 92 342.6% 342.6%
Materials business ; '
Operatin
et -1,426 -240 -
Total Sales 0
S . > 113,383 106,302 106.7% 104.7%
; iminati ratin
(incl. eliminations) Inpceome g 6,249 6,104 102.4% 100.1%
WATH

Auto-ID Solutiondbusinessyas a significant footprint.

upwardon Februarydt, 2018from JPY 6.0 billion.

By business segment, the Adfd Solutions business as a
whole showed YoY increases in sales and Ol.
Recording Ol of about JPY 7.7 billion, up around 24% YoY in the

Consolidated Ol exceeded the target of JPY 6.2 billion, revised




(Millions of JPY)

Consolidated Results

FY2017 D16 Change
- g YoY
Net Sales 113,383 106,302 +7,081 106.7%
Operating Income 6.249 6,104 +144 102.4%
p (] (]
Operating Income % 5.5% 5.7% -0.2pt -
Ordinary Income +462 108.5%
(] [
Profit attributable to owners
of parent 4,074 3,221 +853 126.5%
Effective Tax Rate™! 39.5% 39.9% -0.5pt
EBITDA: 11,814 11,296 +518 104.6%
Average exchange rates for FY17: JPY 110.85/USD, JPY 129.65/EUR *1 Effective Tax Rate: Remained high due to additional goodwill impairment at Argox and losses incurred at
FY16: JPY 108.34/USD, JPY 118.74/EUR Datalase and few other group companies
*2 EBITDA = Operating Income + Depredation + Amortization
- Depredation for FY17: JPY 4,307 million FY16: JPY 3,996 million

-Amoartization for FY17: JPY 1,258 million (ind. 625 mil. for Datalase) FY16: JPY 1,195 million

6 WATw

Ordinary income was just about in line with tapward
revisedtarget of JPY 5.9 billion.

On the other hand, profit attributable to owners of parent
missed the target of JPY 4.5 billion, details of which are
discussed on the next slide.
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Extraordinary Income and Losses

(Millions of JPY)

Major factors
Extraordinary income 2,835
Gain on sales of non-current assets 2,835 | Former head office building, Malaysia
factory
Extraordinary losses 2,229
Restructuring loss 929 SATQ Global Solutions (SGS),
Specialase
Impairment loss 656 | Argox, SGS
Provision for loss on guarantees 350 | RFID-related business partner
Loss on sales of non-current assets 171 | Dormitory for Japan employees
Loss on retirement of non-current assets 122 | Overseas manufacturing facility

WATw

million net positive.

Fullyear extraordinary income and losses were about JPY 600

However, they were about JPY 1.0 billion net negative in Q4.
Factors causing these results a®listedon the slide.

Restructurindoss and impairment loss from SATO Global
Solutions (SG%harticularly had significant effects.

SGS is a software developer established in Florida, USA in 2015

with the purpose of expanding solutions business globally.

Its development of retail 0T solutionkelayed two years from

the initial plan, resulting in huge Ol losses over thetlaste

years.

We decided to close the company to optimize the cost

structure, allowing us to increase opportunities for
commercialization of the high valtedded solutions.

attributable to owners of parent.

Theseare thefactors behindus missinghe target of profit




(Millions of JPY)

Quarterly Consolidated Sales & Ol

Sales

30,000

20,000

10,000

Sales e O] e o o OI: Auto-ID Solutions Business only

(excl. Materials Business) (o)}

FY2015 ) FY2016 . FY2017 3,000

2,000

1,000

WATw

An unusualQoQOlI declinan Q4FY2017%vas caused mainly by
decrease in sales.

This was largely due tn excellent performance in Q3 and
sluggisttonsumables sales in Q4 domainly to badwveather.
Otherexpenses such gerformancebased bonus and
retirement of overseas inventoriesdded to the negative
impacton Q4 Ol




(Millions of JPY)

Major Gains/Losses in Consolidated Ol

+793 -1,557
+2110 R&D & amoartization at
R 1342 DatalLase

+141
( Excludes exchange rate effects )
FY2016 Net Sales Gross Profit, etc. SG&A SG&A FX Impact FY2017
(Auto-I1D Solutions (Materials
Business) Business)

WATw

Majority of increased costs the Auto-ID Solutions business,
such as HR and IT related costs, were intentionally spent to
execute strategies.

Almost all of the SG&A increase in the Materials business
stemmed from an increase in R&D expenses and goodwill
amortization at DatalLase.




(Millions of JPY)
Auto-ID Solutions Business (Japan)

Positive trends in all verticals led to increases in sales and OI.
OI ratio improved by 1.5 percentage points YoY due mainly to favorable performance in mechatronics sales.

1H 2H Full Year 1H 2H Full Year Yov
Mechatronics Sales 12,920 14,644 27,564 11,524 13,608 25,132 109.7%
Consumables Sales 21,138 21,779 42,917 20,552 21,598 42,150 101.8%
Total Sales 34,058 36,423 70,482 32,076 35,206 67,283 104.8%
Gross Profit % 48.3% 47.9% 48.1% 45.9% 46.0% 46.0% +2.1pt
ﬁl‘:z::tei“g 2,208 3,623 5,831 1,570 3,001 4,571 127.5%
Sales Sales Ol i OI
20,000 5 5 2,000
15,000 1,500
10,000 1,000
5,000 500
0 0
10 AT
. The Japan business saw an increase in sales and a significant
growth in Ol on back of positive trends in all verticals. Our
internal initiatives workedvell, even considering that the
externalenvironment worked in our favor.
. Ol ratioimproved by 1.5 percentage points YoY due mainly to

success in executing our strategyeapanding sales in
mechatronics, printers in particular, that iavebeen focused
on over the lastwo years.
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Auto-ID Solutions Business (Japan): Sales by Vertical

: Mechatronics ~ : Consumables —— : Total (% indicating YoY change)
Manufacturing Logistics
25,000 20,000
21,546 16,838
20,000 19-331_____3?‘_2:"—-—-"’ 15,605 16,078
, o o
104.5% 107.2% 15,000 103.0% 104.7%
15,000
10,000
10,000
5,000 5,000
0 0
FY15 FY16 FY17 FY15 FYi6 FYi7
Health Care Food &: Beverage
10,000 8,000
7,801 6,371
7,547 6,273 :
8,000 7319 6,000 6132 101.6%
103.19% 103.4% ’ 102.3% :
6,000 ki
4,000
4,000
2
2,000 ,000
0 0
FY15 FY16 FY17 FY15 FY16 FY17

10,000

8,000

6,000 -

4,000

2,000 +

3,000

2,000

1,000

(Millions of JPY)

Retail
8,435
— 7,772 7.883
92.1% 101.4%
FY15 FY1l6 FY17
Public
2,915
2,518
2,358 115.8%
106.8%
FY15 FY16 FY17
WATH

Demand for automatiomnd efficiency has beegrowing,
owing tolabor shortage thatastomers in all verticals are

facing.

Manufacturing, Logistics, Health Care and the Pilators

made significant progress in FY2017.

The retail sector showed steady progress reflecting our efforts
from FY2016 to promote RFID and to penetmisommerce

markets.
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(Millions of JPY)

Auto-ID Solutions Business — Japan (Major Gains/Losses in Ol)

+1,431 -1,702
+1,494 +37
( Excludes exchange rate effects )
FY2016 Net Sales Gross Profit, etc SG&A FX Impact FY2017

WATH

. Saledncrease in mechatronidbat have relativelyhigh
profitability contributed to the gain in gross profit.

. SG&Ancrease includes incremental variable costs linked to
increased sales in addition to the HR and IT related
expenditures mentioned eatrlier.
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(Millions of JPY)
Auto-ID Solutions Business (Overseas)

Although some challenges remain, strong performance in Base business made up for the struggling Primary

Labels business, resulting in YoY increases overall in sales and OI.
ﬁ i E:’ _— E:E:I I_ YoY

H 2H Full Year H 2H Full Year ‘ f:f;ai’t‘
Total Sales 20,604 21,980 42,585 18,957 19,969 38,926 109.4% 104.0%
Gross Profit % 37.8% 36.7% 37.2% 38.6% 37.1% 37.8% -0.6pt
Io"e’ati“g 1,099 766 1.865 1,112 538 1,650 113.1% 106.7%
ggggggg 5.3% 3.5% 4.4% 5.9% 2.7% 4.2% +0.1pt
Sales O]

Sales Acquired Prakolar ) o1
12,000 FY2015 (Brazil) in Nov. 2015 FY2016 FY2017 1,200
10,000 ’

8,000

6,000

4,000

2,000

0
. Sales and Ol increased YoY despite some soft spots.
Ol in Q4 of this fiscal year declined significantly due mainly to
increases in R&D costs at SGS.
. R&Dcostsfor retail IoT solutions at SGS were booked as

accounts payable in Japan with the assumptmprovide

them globally. However, in Q4, we decided to reverse the costs
to SGS following its liquidation. This transaction had no impact
on a consolidated basis.




Auto-ID Solutions Business (Overseas Breakdown)

Base business: The Americas and APAC saw YoY increases in sales and OI, while Europe increased sales but fell behind in OI.
Primary Labels business: Okil saw a fall in YoY OI due to negative FX impact and investment costs for ramping up production
capabilities to expand business.

(Millions of JPY)

YoY
H 2H Full Year H 2H Full Year ‘ ?::.La?t(
Base Business | Total Sales 16281 17,683 33,964 15,217 16193 31411  108.1% 103.3%
Operating Income 1,022 | 726 1,749 756 464 1221  1433% 134.9%
Primary Total Sales 4323 | 4,297 8,620 3,739 3,776 7515 | 1147% 107.0%
Labels Operating Income 72 | 58 131 279 a5 325 | 40.3% 39.7%
Eliminations Operating Income | 4 | -19 -15 76 | 27 ‘ 103 |
Base Business Sales Primary Labels Sales —Base Business OI —Primary Labels OI
e raois  pawiddsr oo 2017 o
8,000 : 600
6,000 L 400
4,000 200
2,000 Lo
0] L -200
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
14 AT

This slide explains the breakdown of the Overseas-fito

Solutions business. In Base business, the Americas and APAC
saw YoY increases in sales and Ol, while Europe increased sales
but fell behind in OI.
In the PrimaryLabels businessales grew but Ol declined
sharply due mainly to negative FX impact anefront
investment to expand business at OKil.

14



(Millions of JPY)
Auto-ID Solutions Business — Overseas (Major Gains/Losses in Ol)

+ 775 '406
-258 +104
Excludes exchange rate effects >
FY2016 Net Sales Gross Profit, etc. SG&A FX Impact Fy2017

. EATO

Around 90% of gross profit decline resulted from investment
coststo expandbusiness at Okil. We aim to make this
investment bear fruits from this fiscgéar onward.

5
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Materials Business
Partial delays in R&D at Datalase (consolidated FY2017) resulted in less costs than planned.

(Millions of JPY)

YoY
1H 2H Full Year 1H 2H Full Year
Total Sales 160 155 315 48 43 92 342.6%
Gross Profit 120 113 234 7 71 78 298.3%
Gross Profit % 75.5% 73.3% T74.4% 15.1% 165.4% 85.5% -11.1pt
Operating Income -745 -681 -1,426 -104 -135 -240 --
Operating Income % - - - -
Sales Sales ! Acquired Datalase o1
i (UK) in Jan. 2017
100 FY2015 FY2016 _ FY2017 100
80 _.__ 0
- -100
60
-200
40
-300
20 -400
0 - L -500
Q1 Q2 Q3 Q4 Q1 Q2 Q3
WATH

Partial delays in R&D BrtataLaseconsolidated in FY2017,
resulted in less costs than planned.

16



(Millions of JPY)

Materials Business (Major Gains/Losses in Ol)

+156 -0 -1,342
m 0
R&D & amortization at
DatalLase
( Excludes exchange rate effects >
FY2016 Net Sales Gross Profit, etc, SGRA FX Impact Fy2017

17 XATw

Comments made on the previous slide apply here as well.

5
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Dividends FY2016

FY2017 FY2018

(Forecast)
® Total dividends for FY2017: JPY 65 (5-yen increase YoY) EPS ¥96.1 ¥121.5 ¥1223
@ Total dividends planned for FY2018: JPY 70 (5-yen increase YoY) ROE 6.2% 7.6% 7.4%
(JPY per share) (Ref.) Payout ratio 62% 53% 57%

80 .
70 b7 1. Deliver incremental dividend increases ;l
60 - Is"A by enhancing market value per share : 70
50 | :
w0 |
40 ;
30 37 !
31 32 33 33 33 34
%0 2g 30 FY2017 Breakdown
Interim dividend: 32 yen
Year-end dividend: 33 yen
10 15 16 17 Total: 65yen
11 12 13

0

(FY) '94 '95 '96 '97 '08 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 ‘18

18

WATw

. There is no change in the dividend policy where we focus more
on stable increases rather than any particyagout ratio.
. The proposed fulyear dividend for FY2017 is JPY 65 per share,

and we plan to pay JPY 70 per share in FY2018.

18



New Medium-term Management Plan

XATw

| will nowexplainour newmediumterm management plan
that span three yearfom FY2018 to FY2020.

19



Understanding the New Medium-term Management Plan

Approaches

previous policy & ERETLL investment to im|?rove
capital

obiectives strategies
plan ) areas efficiency

Review of Management Focal

20 AT

This is the order in which I will explain.

5
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Review of the Previous Medium-term Management Plan

Auto-ID solutions

1. Japan 2. Overseas
Boost profitability Back to basics

Ambiguous measures &

Made sound recovery insufficient execution
slowed growth

Materials revolution

3. New materials
New core business

Too much uncertainty
on forecasts based on
future technology

4. Game changer

Competitive edge

5. Global management optimization

Sustainable organization

WATw

mediumterm management plan.

sustainable profit base.

This slide shows the structuesxdour reviewof the previous
The Japaibusiness made a sound recovery and established a

As for theoverseadusiness, we must admit that ambiguous

measures and insufficient execution ledslow growth

The new materials business carried too much uncertainty in its

plan as the forecasts were based on commercializatidwof
of three yetto-be-developed technologiesyhich will be

discussed later.

21



Management Policy

Concentrate resources on
the Auto-ID solutions business and

establish sustainable growth and stable profits

WATw

Based on these findings, we have refresitiegl mediumterm
plan. The new one is designed to build a profit base and
achieve sustainable growth lapncentrating resources on the
Auto-ID solutions business.

Our intention to strengthen théuto-ID solutions business is
not new, but | would like to clarify the difference between the
old and new plans.

22



Changes in the New Medium-term Management Plan

Auto-ID Solutions business . IDP Solutions business |
1. Overseas 2. Japan !
Further strengthen/expand our Further expand our Auto-1D : i E
Auto-ID Solutions business Solutions business | Commercialize IDP !
Back to basics Boost profitability | technology :
! I
Develop & commercialize RFID marl'lufacturing technolpgies : !
New business models (solutions) ! I
3.G h Commercialize B2B2C and other new business models globally Establish
-Game changer i, - stomer/consumer-centric innovations competitive edge

Build sustainable

4. Business management Optimize group management to solidify operations organization

WATw

This slide shows the structure of and changes made in the new
mediumterm management plan regarding the four strategies

of (1) Overseas, (2) Japan, (3) Game changer & (4) Business
management. The following are the three major status
changes from the previous plan.

U The first is making the overseas business our top
priority. Convinced that the overseas business will be
the growth driver in the midto longterm run, | took
the initiative to reverse the order with the Japan
business.

U The second concerns Strategy 3, Game changer, that
will focus on the development of new competitive
technologies and solutions before pursuing their
commercialization. Development and
commercialization of RFID manufacturing technology
and solutions is one example. Simply developing
a2YSUKAY3I R2SayQid YSIy Fyel
GO2YYSNODAFEATFGAZ2YED
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U And thirdly, the business segmethiat was called New
Materials inthe previous plan has been renamed IDP
Solutions, to reflect our focus on the development and
commercialization of IDP technology. Since not all IDP
technologies are fully developed as stated before, the
process of development and commercialization bl
managed carefullyl' he dotted line around IDP Solutions
business indicates the fact that the technologies are not
fully developed as of now.

23



Management Objectives

Net Sales

Overseas %

0OI %

EBITDA %

ROE

Per capita
productivity*2

*1 CAGR

*2 Per capita productivity = (Operating income + Goodwill amortization + IT system depreciation) / No. of employees

Gap
FY2017 FY2018 (FY20 vs FY17)

*1
113,383 120,000 126,000 1 3 5' 000 6.0%
37.8%  39.9%  41.6% 43.6%  +5.8pt
5.5% 6.1% 7.4% 9.59%  +4.0pt
10.4% 10.8% 12.0% 1 3 .3% +2.9pt
7.6% 7.4% 9.5%
12.0% +44pt
1.84 1.90 2.10
2.50 107%"

(Millions of JPY)

FY2025

Net Sales
JPY 200,000 million

Operating Income

JPY 24,000 million

Operating Income %

124

WATO

Here are the managemewibjectives taking into accoutie
aforementioned changes'he new plan runs fdhree years

with our sights on FY2025 as well.

We aim to increase sales and profitstivparticular focus on
the overseadusinessParticular attention will also be paid to

per capita productivity.

24



Targets by Segment (Millions of JPY)
FY2017 FY2018 FY2019 FY2020
(target) (target) (target)
1. Auto-ID Solutions business (Overseas)
Sales 42,585 47,500 51,500 55,700
| Operating Income 1,865 _ 3,100 _ 4,000 5,100
2. Auto-ID Solutions business (Japan)
Sales 70,482 72,000 73,500 76,000
Operating Income 5,831 6,100 6,300 7,700
' 3. IDP Solutions business™!
Sales 315 500 1,000 3,300
Operating Income -1,426 -1,900 -1,000 0
Sales 113,383 120,000 126,000 135,000
Operating Income 6,249° 7,300 9,300 12,800
Operating Income % 5.5% 6.1% 7.4% 9.5%
25 1 Known feomenr;\,;gi the “Materials Business’ WATH

Twopoints of note regarding the targets by segmeng as
follows:

U The firstisto grow the overseas business faster than
ever.Considering the growth potentighat we will
discusdater, we plan to build groundwork ovetthe
nextthree yearson which we coulé@chieveannual
growth of 20 to 30% over thenid- to long-term run,
believing 10 to 20% would not be good enough.

U The second i® break everin operating income for
the IDP Solutions businelsg FY2020. Details of the
strategies will be explained later.

5
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What to Expect in Consolidated Operating Income

® Pursue sustainable OI growth by concentrating resources on the Auto-ID solutions business and
by firmly monetizing abundant business opportunities
® Plan QI for the IDP solutions business based on technologies that can be commercialized

. . (Millions of JPY)
Medium-term Management Plan (Operating Income)
25 000 Auto-1D Solutions business (Japan) Auto-ID Solutions business (Overseas) 24,000
5,
IDP Solutions business =@-Consolidated < 4 [ ]
,a’ 5,000
20,000 Break-even point 7 R
for IDP solutions _»~
15,000 12,800 =~
- 10,000
9,300
10,000 7300 5,100
6,104 6,249 ! 4.000
3,100
5,000 1,650 1,865 7,700 9,000
4,571 5,831 6,100 6,300
0 -240 -1,426 -1,900 -1,000 2
FY16 FY17 FY18 FY19 FY20 FY25
-5,000
26 WAT®

Thischartillustrates operatingncome targetdy segmenas
listedon the previous slide.

Oversea®perating income is forecast to exceed tluditthe
Japan business by FY2025.

26



Growth Strategies

1. Grow and evolve the Auto-ID Solutions business
2. Create and expand business through global alliances

3. Commercialize IDP technology-based solutions

WATw

We havethree growth strategies. The firétvo provide the
background taour managemenpolicy ofconcentrating
resources on théuto-ID Solutions business.

5
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1-(1) Potential to Solving Challenges with Auto-ID Solutions

Future
vision

¥

Mega-trends

)
X0
&2
o2~

Industry 4.0

) Robotics ol
Big Data W

Globalization

Traceability

Regulatory
changes

SCM optimization:
Security

Operatio
frontline
Actual situation on-site

v

Gap between management and operations frontline Time

28

Industry 4.0

Big Data

frontline

Robotics

Actual situation on-site

SATO's business

Time

WATw»

evolving theAuto-ID Solutions business.

trends such as IoT and Al. Our custonterse., their
management are striving to ride these trends to take their
businesses to new heights. On the other hand, their frontlines
of operationface various challenges such as manpower
AK2NIF3ISd ¢KAA NbBadzZ Ga
perspective and reality faced at the operational frontlines.

challenges and fill the gap.

This section explains the first growth strategy of growing and

The top part of the image on the left shows the global mega

AY b

{1 ¢hQa O2Y Hbsolatians €as help salve?these

Despite common belief that the Japan market cannot hope for

any noticeable growth, we have already seen examples of
challenges being solved with innovative Adiibsolutions. As |
will explain later, the AutdD solutions market overseas is
expected to grow even further.

LGiQa AYLRNIF Y

provide must also change themselves.

g A

T 2 NID siffutionsve | Yy 2 6
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C2NJ UKS 20SNESlI & o6dzaAySaasz Al
eye view but to identify management and frontline challenges

by country, market and customer to continue creating actual
solutions. The new mediuterm plan aims to put the

necessary structure in place.

28



1-(2) Grow and evolve the Auto-ID Solutions business

&€ P07

MonotaRO Co., Ltd.

® Major online store of industrial supplies
® Number of products: 15 mil as of Mar 2018

® Sales more than doubled (2.5x) and Ol tripled in the
last 5 years

Warehouse challenges
® Productivity varies
among workers

® Stock-outs &

opportunity losses

@® |onger picking routes

Improve warehouse productivity

with route navigation

Unique algorithm maps out & navigates
the shortest picking route

New workers can pick as productively
as experienced workers

Productivity, iié

* ok Kk
Experienced  New
worker WO"kel'x”

Overall onsite 2 0
productivity
improved by dPPIOX )

Potential
e-commerce
markets

‘ I ‘“ﬁd Apparel

Household
: iEd goods

Food

Electric
appliances

WAT®

Let me give you aexample of a solutiosuggested foa

warehouse oMonotaROCo., a major online store of industrial

supplies.

A challengen their warehouse wathat picking productivity

varied amongvorkersdependingon their experience. The
Auto-ID solution that SATO provided for their problem was
route navigation. This solutiocombines3D mapping
technologywith a routing algorithm to magoodson a virtual
warehouse and guidthe shortest picking routéo workers.

The solution enabled new workers to pick as productively as

experienced ones, whidied to an overall onsite productivity

improvement of

approximately 20%.

Similar challenges are reported at other online stores in

industries such as apparel and daily goods. Currently, there are
over 200 orders in the pipeline including those in the
industriesdiscussed here.

29



1-(3) Auto-ID Solutions Business (Overseas): Opportunities (1)

Japan

New Zealand 53.7

Thailand 29.3
Russia 282

141
125
121

Malaysia
¥ Total revenue

Argentina

ratio by country

GDP . ,
setting Japan’s at 100.

Vietnam

Brazil 9.0
7.0
6.5
59
59
52
4.4
40
33
33
28
27
26
26
2.1
19
09

Australia
Germany
UK.
Singapore
Indonesia
France

us.
Poland
Belgium
Philippines
Taiwan
Spain
Turkey
South Africa
China

India

|
50 60 70 80 20

<In-house estimates based on Werld Economic Outlook Database October 2017
http://www.imf.ora/external/ns/cs.aspx?id =28

10 20 30

100
WATw

This slidallustrateshow muchpotential we have in our
overseas business lopuntry.

Based on our own calculation, the figuradicatethe ratio of
total revenue to GDFor each countrywe havepresencen,
aSG0AY3 WHLIyYyQa NYGAz2z i
We consider the light blue area on the rightsloow the
opportunities wepotentially havein ouroverseas business.

Mnano®
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1-(4) Auto-ID Solutions Business (Overseas): Opportunities (2)

(Billions of JPY)

(Europe) (Asia) (N. America)
40 40 36 40
30 35
20 15.3 20 9.4 20 11.1
0 _— g ‘ 0
! . FY2017 Potential sales FY2017 Potential sales
FY2017 Potential sales (1.3% share) (5.2% share) £ .
(2.8% share) (5.6% share) 370 -2 (1.6% share) (5.0% share)
*Business revenue and estimated share by region based on 6 (Oceania) . (S. America)
our Auto-ID solutions business overseas for FY 2017 (*1) 4
3.8
* Potential business revenue and share by region, assuming 4 3.0 &
we secure at least 5% share in each country within region 2 >
(*2)
. ; ) 0 0 : .
relspg:[li{’:c::;iton::whereweuperate business are included in the EY2017 Potential sales FY2017  Potential sales
(5.2% share) (7.1% share) (3.9% share) (5.0% share)

*2 Note that potential business share will exceed 5% for those regions
with countries where our current share exceeds 5%

FY2017 overseas sales Overseas potential
JPY 42.6 billion mp Approx. JPY 110 billion
(2% market share) (5%+ market share)
NATW

Here isanotherlook atour oversea®pportunities to putthe
previous slidento perspective.

It took 30 years for us to expand our market shiswdapan to
approximately 4%.Considering the circumstances, we are
targetingmid- to long-term marketshare of 5% and sales of
JPY 1160illion, which equates to 2.5 times the sales in FY17.
There is particular potentiah Asia and North America where
we need tofocuson.

We aim to meet these targets by firmdigning our strategies
with investment plans.
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1-(5) Auto-ID Solutions Business (Overseas): Sales Targets by Vertical
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Manufacturingfood & beverage, retail and health care are the
four markets that our overseas operations \altget in
common The selection is based on global trends and areas
where SATO can best exert its expertise.
As there arebviousdifferences between customers in
different countries, our group companies in each country will
target markets depending otheir respective priorities.
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2 Create and expand business through global alliances

Develop & sell
original solutions , .

SATO's customers

72t

Business partners’
customers

JICY jda.

Make API* public for AA M an ha tta N Plan to deliver”

partners to create Associates

Cloud
business

Add partners’ solutions
to SATO's offerings x ‘ ]
Sell combinations

SATO Partners of SATO's & partners’
solutions

solutions

*Application Programming Interface
33
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| will move on to talk about the second growth strategy of

creating and expanding business through global alliances.

There are five ways of doing it. The first is to develop and sell

by ourselves AutdD solutions with competitiveness and high
customer value discussed earlier. The second way is to ask our
partners who understand the value of our solutions to sell

them on our behalf so that we can speed up and expand sales.
The third is to enhance customer value by selling combinations
2F {!'¢hQa YR LI NIYSNBQ azf dziAa
providing combinations of warehouse labor management

solutions from JDA, a global leading provider of supply chain
solutions, and those of SATO we looked at earlier to customers
ofoneanothed® { ! ¢hQa +A&adzZ f 2| NBK?2dzi
position information of workers, forklifts and goods at

Odza 2YSNRQ ¢l NBEK2dzasSa a2z GKI @
FyEFfel SR wWs5! Qa fF062NJ YIylF3SYSs
information to help enhance warehouse productivity.

In these ways, we can create many useful solutions in a short
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timeframe for more customers to take advantage of. And from
there, we would capture new needs aneflect them into the

next new solution, to keep a positive cycle going

To introduce a few partners, we are already tying up with JBCC,
who has numerous workflow development businesses in Japan
and Asia; Manhattan Associates, a solutions provider and global
leader in the field of warehouse management system, and JDA,
mentioned earlier.
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3-(1) Commercialize IDP technology-based solutions IDP business model

IDP business

i Ink manufacturers Converters Brand owners Retail stores Consumers
(Worldwide) il | |
pruy  Sell QE 5915 . ..0"” —
- — " ) d / irirld
P | p iy
Pigments pry A
. Sell
Po——
Pigments
Sell
‘ ! — a
SKU* reduction
Laser solutions *Stock Keeping Unit Personalization

“ AT

Discussed here is the third growth strategycommercializing

IDP technologypased solutions.

IDP (Inline Digital Printing) is a unique printing technology
using special heatactive pigments to be mixed with ink and
then coated on surfaces of carton boxes and packages before
being exposed to laser heat to change color and thus print.
This slide shows the business model. There are several
scenarios. One would be to sell the special pigments to ink
manufacturers, and another would be to buy ink from ink
manufacturers and mix pigment to it to sell to converters, who
would print the carton boxes and packages. There is another
way of selling to converters and brand owners solutions that
combine the above materials with lasers, including software.
We intend to spread this IDP business model worldwide.

Of the various values IDP technology can provide, reduction of
SKU would be one that converteaasd brand owners could
especially appreciate. For brand owners and retail stores, it can
offer opportunities to enhance sales and profits by promoting
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personalized packages to consumers.

By seeing from the perspectivof consumer value, SATO can
provide brand owners and retail stores the new value of
enhancing sales and profits. This would be a B2B2C model.
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This slide describdsw we would expand th&iDP solutions
business based acbommercialization schedules of various IDP
technologies.

FY2019 Phase 2 expects to seeommercializatiorof
Variprintt™ pigments withdedicated, newasers. Currently, we
are seeing encouraging progressheir development and
customer interests.

Phase 3 plansommercialization ofmulti-color Infinity

pigments withyet another new set of lasers by FY2021.

We are cedeveloping the new lasers with various partners.
We are making progress in tihase 2 developmeiaind
commercializationteflecting requirements from eager
converters providing bottles and cups to global brands. To give
you a sense of the potential business volurtiere are 1

trillion bottles produced annually on a global basis, of which
one of the top converters holds a 30% market shaedt
translates to300 billion bottles. Although it may be unrealistic
to assume SATO winning all of that business, we are making
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