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Seven-Eleven Japan's Aggressive Moves, Steady
Progress on Omni-Channel Strategy

Raising price target fo ¥4,600, reiterating Overweight raiing

Japan
* Adjusting our earnings estimates and price target, still bullish: We adjust Rufail
our forecasts and raise our price target from ¥4.400 to ¥4.600 (see page 2 for Dairo Murata "<
valuation details). We raise our assumptions for the convenience store, financial T
services, and restaurant segments and lower our assumptions for the superstore I

scgment. We slightly lower our FY2014 profit growth estimate because demand
15 likely to decline after the consumption tax hike. We adjust our consolidated
estimates and expect operating profit to rise 7% on an adjusted basis (15% on a
nominal basis) in FY2013 and 6% in FY2014. We consider the stock attractive
relative to other large retail stocks, in light of profitability, growth, and
valuation, and see 22% upside potential. We maintain our bullish stance.

Earnings outlook reassuring, mainly in convenience store business: We
expect operating profit in 30 to grow 7.6% on an adjusted basis and 17.7% on a
nominal basis. As in 20), likely sales shortfalls for [to-Yokado (IY) and the
department store business will probably be offset by the convenience store and
financial services segments, resulting in solid consolidated earnings. Improved
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profit growth in the convenience store segment should have a particularly x? FE};: g-;:'; fﬂt 5:_3:::‘
strong impact in 30} onward, with a slight slowdown in the rise in Seven-Eleven o o B
Japan's adjusted SG&A costs, following a peak in 10, and solid results in dollar
terms for T-Eleven, Inc. The post-consumption tax hike outlook 1s uncertain, but
we expect solid profit growth in FY2014, with structurally stable growth for
Seven-Eleven Japan, driven by the meeting of normal-use demand from middle-
aged and older consumers and women, offsetting likely profit declines for Ito-
Yokado and the department store business.

= Series of forward-looking strategic financial moves: Following the December
2 announcement of a tender offer for Nissen Holdings, the company announced
the acquisition of stakes in Barney's Japan (on December 4) and Tenmaya (on
December 10). For Seven & 1, these companies complement its omni-channel
strategy, and the stake in Tenmaya is probably aimed at boosting its market
share in local areas. We think these moves represent sohid progress on the
company's forward-looking, longer-term strategy. The three deals are hkely to
amount to a total investment of more than ¥21 billion, which the company
expects to cover with cash or other hquid assets.

* Potential catalysts: (1) Reassessment of the growth and profitability of the
convenience store business, (2) a dividend hike or expectations that RoE will
reach management's target, and (3) steps to bolster I'Y and department stores.

Seven & i Holdings Co., Ltd. (Reuters: 33B2.T, Bloomberg: 3382 JT)

Pl FIF: 201342 201412 E 252E 20162 E Company Data
Cgerating Revenue (¥ mna) 4T85, 344 4,901 542 5,625,600 5. B40.000 6,178,600 Price [¥) 3,755
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See page 18 for analyst certification and important disclosures, including non-US analyst disclosures.

J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single
factor in making their investment decision.

www.jpmorganmarkets.com

EFTA01148966



Dairo Murata Japan Equity Research

12 December 2013

Seven & i Holdings (3382)

J.PMorgan

Company Profile

Yokado was established in 1951, A holding company was
established in 2005 through the swap of common stock

among Seven-Eleven Japan, Ito-Yokado, and Denny's Japan.

The group encompasses seven business areas. The
convenience store business rolled out the "meal solution”
concept to attract customers n the 30 and over segments,
expanding its Seven Premium offerings and taking other
measures. The superstore and department store businesses
are currently undergoimg structural reform.

0P Composition by Segment, FY2012

Deparimenit
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Source: Company dafa.

Investment Thesis Risk Analysis

Upside Scenario to Target Price/Rating

* End of bear market prompts reassessment of share
valuations

= Orowing customer base continues to drive stronger-than-
expected carnings in the CVS segment

# Clanfication of growth strategy and stronger-than-
expected earnings at SEI

# Enhanced sharcholder return policies aimed at attaining
10% BoE target

* Improved earnings at Ito-Yokado and department store
segment via cost cutting and new product strategies

# Expansion of group synergies through development of
private-label merchandise

Downside Scenario to Target Price/Rating

# Increased competition in the CVS segment

# Stalled recoveries in the Ito-Yokado and department
store segments due to deterioration in the operating
environment and/or a slowdown in cost-cutting
initiatives

# Concerns about the company’s ability to manage the
group and execute its strategies

Operating Profit Forecasts: J.P. Morgan versus Consensus

¥ billion

J.P. Morgan Consensus
FY2013E 0B 443
FY2014E 3.2 3677

Sourca: J.P. Margan estimates, Bloomberg.

Valuation

We change the horizon of our price target from December
2013 to December 2014 and now use our FY2014 rather
than FY 2013 estimates. We base our price target on a P/E of
21x, denved from the eight-year average P/E of 18x for 18

Assumptions & Sensitivity Metrics (Impact on FY2013 Profits)

major retatlers and the stock’s average PYE relative to the
group of 1.2x over the past five vears, during which time

Factor Current Change Impact carnings experienced both strong and weak years and the
convenience store business was clearly on a growth path.
Assumpiion Total chain op ¥ BT pdl
sales

W5 rate 9a8.0 ¥ - ¥i.6 bn
SEJ 558 0.8% 1.0% ¥42.3 bn ¥6.8 bn
IY 555 -1.5% 1.0% ¥10.2 bn ¥2.6 bn
Source: J.P. Margen estimates
Peer Valuations Based on Bloomberg Consensus

Bloomberg Market Cap PIE() ) ROE[%)
Company name Ticker  Currency Price  Date ($mn)  13E 14E 15E 13E 14E 15E 13E
Lawson Inc 25107 JPY 7720 Dec-11 762 M0 194 179 317 297 278 1556
Seven & | Holdings 38T Y 3755 Dec-11 32 64 19.0 176 16.1 162 153 144 87
Familyban BB AT Y 4645 Dec-11 4412 189 173 16.2 1.75 165 155 44
Casay's G5 CASY.O Us0 T0.27  Dec10 2,704 19.0 178 17.1 381 327 - 208
Alirantation Ceuche Tard  ATDVE CN CAD T6.82 Dec10 13,678 182 16.4 14.4 369 304 252 212

Source: Bloomberg. Mol Market caps are caleulaied using forex rates as of Dec 10
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Figure 1: Consolidated Earnings Forecasts

J.PEMorgan

Operating revenus Operating profit Recurring profit Het profit

¥mn Yo¥ % ¥ min Yol % ¥ min Yo % ¥ min Yolf %

213 Full year  Actual 4,901,642 4.3 295 585 1.2 295 836 0.4 138,064 6.3
214 Full year  JPM E New 5,626,600 127 340,800 153 341,200 153 181,300 TR
JPME Oid 5620600 126 340,800 15.3 341,200 183 181,300 33

CoE 5,640,000 13.0 340,000 15.0 337,000 138 170,000 231

Consensus E 5658237 134 344,149 16.4 343,995 163 174,885 T

H15Full year  JPME New 5,890,000 47 360,200 5T 360 800 5T 193,400 6.7
JPME Oid 5 BB4.BOO 47 381,700 6.1 382,300 6.2 184,300 72

Consensus E 5,857,350 35 387,764 6.8 368,525 71 188,738 Th

216 Full year  JPM E New 6,178,600 44 364,800 LE:] 389,600 &0 211,100 92
JPME Oid 6,161,400 47 385,000 932 395,800 9.2 214,800 106

Consensus E 6,025,563 24 342 590 6.7 347 402 TE 206,095 92

Sowrce: Comperry date, Bloomberg cansensws, J.P. Margan estimales.

Laying groundwork for future with capital tie-up strategy

Following the December 2 announcement of a tender offer for Nissen Holdings, the
company announced a number of strategic financial moves, including the acquisition
of stakes in Barmey's Japan and Tenmaya. For Seven & i, these companies
complement its omni-channel strategy, and the stake in Tenmaya is probably aimed
at boosting its relatively low market share in local areas of western Japan (except
Seven-Eleven Japan's).

The three companies' contributions would be limited, given Seven & 1's size, but the
forward-looking strategy, encompassing omni-channe] retailing and other aspects, is
a step forward. The three deals are likely to amount to a total investment of more

than ¥21 billion, which the company plans to cover with cash and other liquid assets.

Nissen consistent with omni-channel strategy

Nissen i1s Japan's largest mail order company, with annual sales of ¥176.6 hillion.
Seven & 1's disclosures show a tender offer price of ¥4 10 and plans to acquire up to
50.1% of the voting rights, or 30,786,000 shares. The deal would be worth ¥12.6
billion, implying a P/B of 0.8x (based on FY6/13 data). MNissen would not contribute
much earnings in the near term; it expects to be unprofitable in the fiscal vear
through December 2013, If the acquisition goes as planned, Nissen would be a
consolidated subsidiary starting next fiscal vear.

Seven & 1 said the investment 15 aimed at cooperation in terms of finding new
customers, marketing, promotion, expanding the product lineup, developing
products, manufacturing/retailing (SPA), and using supporting operations, such as
logistics, systems, and billing/payments.

Nissen has a base of about 32 million customers, mainly those in their 30s and 405
with families. Specific possibilities for product development include distinctive
clothing and other products, and possibilities for marketing/promotion and
supporting operations include the development of websites for smartphone access
and e-commerce technologies.

Potential benefits for Nissen include an expanded product lineup, new customers,
and enhanced logistics and IT systems.

EFTA01148968



Dairo Murata Japan Equity Research
12 December 2013 J.HMDI‘gHﬂ

It remains to be seen to what extent synergies are generated and earnings rebound as
part of the company's omni-channel strategy, one of its most important longer-term
strategies.

Barney's Japan likely to generate synergies with department store business
Seven & 1 plans to acquire 49.9% of Barney's Japan (127,800 shares) from Tokio
Marine Capital, a fund unit of the Tokio Marine group. The deal is reportedly valued
at around ¥6 billion, according to the December 4 Nifon Keizai Shinbun (the
company did not disclose a figure). Barney's Japan generated ¥19.5 billion in sales
and was profitable in FY 2012, It would become an equity-method affiliate starting
next fiscal year, but its impact on Seven & 1 Holdings™ eamings would be limited.

Its strengths and resources that might be useful for Seven & 1 include (1) the ability
to develop very fashionable, high-gquality clothing; (2) a base of prime customers,
mainly fashionable, well-to-do consumers; and (3) a strong brand image and prime
store locations.

The department store segment 1s likely to benefit from direct synergies. However,
online sales of fashionable clothing are rapidly gaining market share and the addition
of differentiated, high value-added products to its product line through this deal 15
likely to become an increasingly important aspect of the company’s omni-channel
strategy

Partnership with Tenmaya would bolster dominance in Chugoku region

Seven & 1 unit [to-Yokado plans to acquire 20% (2.31 million shares) of Tenmaya
for an undisclosed amount, but the value would be about ¥3 hillion based on
Tenmaya's current share price. If the acquisition proceeds as planned, Tenmaya
would become an equity-method affiliate starting next fiscal year, but we think its
contribution to earnings would be limited.

The imvestment's strategic implications include market share gains in the Chugoku
region and the effective use of resources in such areas as logistics and IT systems,
personnel development, product purchasing, and financial-related businesses. The
strategic ties are likely to strengthen longer term.

Start of initiatives on omni-channel strategy, the most
important longer-term strategy

Challenges include e-commerce profitability and increased synergies
E-commerce accounts for just over 4% of Japan's total retail market. This percentage
15 lower than in other countries but is likely to rise gradually.

A growing number of established major retailers are launching full-fledged online
mitiatives and aiming to use both established brick-and-mortar stores and the online
channel (omni-channel strategy). [t 1s not difficult for retailers to set up their own
sites or participate in existing online shopping malls, but it is a challenge for them to
let consumers know about the advantages of both channels and generate decent
carnings. Specific financial issues include intense price competition online
(particularly in the area of commodity products), shipping charges (in many cases,
retailers raise prices to all for free shipping), and the fees for participating in online
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shopping malls. For companies selling from their own websites, obtamning knowhow
related to website development and operation will be a eritical 1ssue.

Among established major retailers, Seven & 11s pursuing an online strategy that has
some relative strengths in terms of advantages for customers, operational efficiency,
and overall group capabiliies (competitiveness and offerings of onginal products).

Im search of strengths in the last mile

We think the group has a clear advantage in terms of logistics infrastructure for the
last mile, getting goods to customers' homes. For example, deliveries to homes in the
arcas of Seven-Eleven Japan's approximately 16,000 stores around the country could
be done jointly with the stores rather than handled solely by the headquarters. The
company 15 working with Toyota to develop small electric vehicles for deliveries
from Seven-Eleven Japan stores to nearby homes and is also leasing or partially
subsidizing stores' costs for electric bicyeles and motorbikes. We think the company
has advantages and the lead over other major retailers in terms of product and
logistics projects and specific initiatives.

Figure 2: T&| Steadily Expands its Omni-Channel Strategy

Delivery

Sowrce: Compearry dat

Sewven Met Shopping
|Rame of Website [Main products Sales
Mt Suparmarkst Fresh food, food, bevarage, commodities, pet product 40 bilion JFY
Sewen Met Books, Magezines, E-books, COVOVD, general, 1oys
Sewen-Meal Bento, delicatessen, ready mads meal, fresh food & illion JFY
e.depart Fashian, cosmelics, Inarior goods
I.Fukuchan Hanpa Dipers, toys, babies' wear, matamiyy cofing
va Order Data
EC Distribution Cerer Distribution Center
1 base in Kento-area 150 beses acnoss Japan
‘ l SoqobSEIBL
Itoyokado stores Seven Eleven Japan stores (Ikebukura flagship store irder
Met Supermarket Seven Net, Seven-aal, edepart {Imiad products a.depar:
Delivery Delivery II aTc

Customers

Mote: F¥2012 =ales are J P. Mongan esimale. Image used with parmission.
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Consolidated 2H results likely to be solid

We expect operating profit in 30 to grow 7.6% on an adjusted basis and 17.7% ona
nominal basis. As in 20, likely sales shortfalls for Ito-Yokado (1Y) and the
department store business will probably be offset by the convenience store and
financial services segments, resulting in solid consolidated carnings.

Seven-Eleven Japan's aggressive moves on store openings, products, and costs
In the convenience store segment, Seven-Eleven Japan's key indicators, such as
same-store sales, new-store openings, and gross margin, are all solid. Same-store
sales have benefited from the meeting of demand for normal use, with strengthened
ofterings of private-labeled products, contributions from coffee and other strategic,
new products, and aggressive promotional moves. Its strengths relative to the other
twi majors are growing.

News-store openings are on track to slightly exceed 1,500 for the full year. The
company 15 uniformly bolstering its dominance, mainly in the three major urban
arcas. The number of new stores in FY 2014 is likely to top 1,600, as indicated by
management. New stores” daily sales in 20) shipped 5% Yo to ¥552,000 mainly
because of a shift in the timing of new-store openings, according to management
inew stores' daily sales tended to be high becavuse of grand opening sales at the many
new stores opened late in the fiscal year, but this yvear the new-store openings have
been more spread out).

The investment in cach new store 1s sizable, with no overemphasis on Rol, but the
company looks for strategically important locations. For example, it 1s developing
stores along major roads in the Setagaya arca and stores with large parking lots.

We think gross margins are on track to improve by 0.5ppt Yo', as management
expects, thanks to (1) an improved product mix from fast foods and (2) integrated
lineups of core products.

SG&A rose 13% on an adjusted basis in 20, partly because of electricity rate
increases in the summer. We think the increase will slow somewhat in 2H onward.

7=Eleven, Inc. is likely to swing to double-digit operating profit growth {dollar terms)
in 2H on an absence of the one-time factors in 1H. The growth in ven terms should
be stronger than management expects because the yen has been weaker than
management's assumption of ¥92/5.

Slight weakness for Ito-Yokado and department store business likely to be offset
by convenience store and financial services businesses

As g result, we expect nominal operating profit growth of 17.7% (adjusted growth of
T.6%) in the convenience store segment i 30). As in 1H, Ito-Yokado's profit
contributions are likely to be low because of weak food and clothing sales (the latter
in Oectober). The department store business 15 likely to fall slightly short again.
However, we expect offsets from strong results in the convenience store and
financial services businesses to result in solid consolidated results.

Improved profit growth in the convenience store segment should have a particularly

stromg impact in 300 onward, with a slight slowdown in the rise in Seven-Eleven
Japan's adjusted SG&A costs, following a peak in 10), and solid results in dollar
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terms for 7-Eleven, Inc. The post-consumption tax hike outlook 1s uncertain, but we
expect solid profit growth in FY 2014, with structurally stable growth for Seven-
Eleven Japan, driven by the meeting of normal-use demand from middle-aged and
older consumers and women, offsetting likely profit declines for Ito-Yokado and the
department store business especially after the consumption tax hike.

Figure 3: Quarterly Results and J.P. Morgan Forecasts

¥ milllian, %
213 a4 _ _ _ |
1H 2H  Full year 10 v 1H 1H* I0E 30E 40E ZHE Full year E
SEJ 5388 0% 1.5% 1.3% 0.9% 2.5% 1.7% 1.6% 1.5% 15% 1.6%
of which tobacco <03 0.5% D.4%; 1.0% 6% 0.3% -1.0% 0.0% 0.7% -0.5%
of which excl. tobacco 3% 20% 2.2% 014% 4.7% 23% 0.6% 1.0% 1.3% 1.8%
SEJ product gross margin 30.0% 0% 3000% 30.7% 30.5% 30.6% 30.8% 30.0% 30.4% 30.5%
SEINC 585 1% 21% 2.9%, 0.7% 2.5% 1.6% 4.9% 1.9% 34% 2.5%
FOREX rate [PIL, 15=¥) 79.8 79.4 7 92.5 90,0 957 50.3 126.2 B8.3 420
IY 558 -4, 5% -4.3% 4.3 -4.4% -2.8% -3.6% -2.5% -5.0% 20% -2.8%
IY product gross margin 29.5% 3% 2049 30.3% 29.3% 29.8% 30.1% A% 3006% 30.2%
Yo¥ change DA% 0.8% 0.2 0.3% 0.2% 0.3% 0.6% 3% 0.3%
Sogo 558 -1.5% -3.3% 2.4 0.8% 6% A.2% £.3% 9.5% 1.6% 0.2%
Saibu 555 1.5% 0.5% 09 1.0% 1.2% 1.1% -T.0% 14.0% 3.5% 2.3%
Operating profit (old basis) 147,195 145490 2956
Oparating profit [new basis) 73692 90891 164583 150,520 81,500 74500 94717 ATE2MT 340,800
%Yol ~L0% 4.7% 1.2% 9.5% 13.8% 11.8% 2.3% 17.7% TE%  19.5% 168.7% 15.3%
Cvs 116,505 105259 22,764( 53196 75579 128775 121,756 65000 61,500 58,725 123,725 252500
BYol 6.1% 0.4% 33% 5.5% 14.3% 10.5% 4.5% 16.1% 19.1% 17.5% 13.0%
SEJ 100048 86715 1BETEI 40298 62086 111334 104.MT 51,000 46,666  GT6GE 200,000
BYol 2% 1.2% 20% 8.6% 13.5% 11.3% 4.3% 13.4% 11.8% 126% 11.9%
SE| 17766 20400 38175 SE95 15082 20778 16,000 14,222 3022 51,000
%Yo 35.9% IB% 16E% 0.7% 246% 17.00% 36.1% 54.4% 48.1% 33.6%
Othar, goodwil 300 1 EBE LSBT -1, 798 1539 a7 -2000 2,163 -4 163 -7 500
Superstore 9,264 16227 25401 7408 4402 11,810 6,989 4,900 2500 17,990 22,800 34,700
%Yol -56.0% 428%  -HA% 8.1% A2 4% N ME% 35.5% 42 6% 41.1% 36.1%
Ito Yokada 728 8k 0,009 274 -118 2603 207 1.500 9.0a7 10,507 13200
%Yo H8.0% 84T -14E% 16.7% - 2576% - 1344% 19.1% 26.0% 46.5%
York Banimaru 5 B1E 6018 11,854 3182 33 6503 5,803 2,400 5,007 7407 14,000
%Yol -39.1% e -207% 7.4% 15.6% 11.4% 0.6% 16.0% 29.1% 24 6% 18.1%
Other, goodwill 2700 1528 4 528 1505 1,189 2704 1,483 1.000 3,796 4,796 7,500
Department stora 1,286 6.743 &,029 672 4,222 550 -GBS 1,000 9,850 B,850 &,300
%Yol 41.0% 2% 95%  415% . 20.4% 31.2% 4%
Sogo Saibu 200 TEM 10,040 1277 286 1,563 63 i 8947 8937 10,500
%Yol 27.1% A% -10.0% 6.4% T19%  -296% B11% . T.8% 14.3% 4.6%
Other, goodwill 433 018 -2 605 S50 213 548 -1,000 913 &7 -2,200
Food services 451 ] [F 286 579 BES n 100 735 835 1,700
Financial services 18505 18830 37, 11220 11636 22856 21,247 11500 10,700 8044 10,544 42400
%Yo 14.1% % 10aE 29.9% 16.9% 22.9% 14.3% 12.2% 6.2% 38%
Othars 1,004 1161 2,255 910 A3 827 434 1,000 6827 a7 1,200

Saources: Comparry datz, JP. Margan esimales

EFTA01148972



Dairo Murata Japan Equity Research
12 December 2013 J.HMDI’gHﬂ

Figure 4: Quarterly Results and Company Guidance

¥ millian, %
2113 | M4 N i
1H ZH  Full year 10 0 1H 1H* 2HCoE 2HCoE" Full tem CoE
Operating revanue 2450662 2,540980 49016420 1,364,939 1442725 2807664 2,832,316 5,640,000
Yoy 4.0% 4.6% 4.5% 131% 16.0% 14.6% 11.5% 13.0%
Operating profit 147,135 145,490 2095, 6B5( 73,652 0,881 164,583 150,520 175417 164,680 340,000
B¥oY -2.0% 4.7% 1.2% 0.5% 13.8% 11.8% 2.3% 18.1% 10.9% 15.0%
OF margin 6.01% 5.84% 5.92%| 5.40% 6.50% 5.86% 6.19% 6.03%
<P by Segment=
CVS 116,505 105,253 221,764 53,196 75579 128,775 121,756 120,225 124,758 249,000
SYoY 6.1% 0.4% 1% 5.5% 14.3% 10.5% 4.5% 14.2% M5.7% 123%
Superstore 9,264 16,227 2549 7408 4,402 11,810 6,989 27,790 6,989 39,600
SYoY -56.0% 42.5% =21.4%) B1% 82.4% 27.5% -24.6% T.3% A43.1% 55.3%
Department stora 1,286 6,743 B,029) 672 .22 550 685 9,450 GBS 8,300
BYoY -41.9% A2.8% -19.3%) 41.5% -992.0% ~142.8% -153.3% 401% -89.8% 10.B%
Food services 451 2m T2 286 518 865 T 535 -Ti7 1,400
Financial services 18,595 18,830 a7 11,220 11,636 22 856 21,247 18,544 -21,247 41,400
SYoY 14.1% T.1% 10. 29.9% 16.9% 22.9% 14.3% -1.5% 21 2.8% 10.6%
Others 1,084 1,181 22 910 -83 827 434 1,127 314,766 -300
Mon-opatating Incoma 5573 5491 11,064 907 4167 8,074
Non-operaling expenses 5,642 521 10,913 I8 3927 7,845
Non-opetating prafil £9 20 184 -1 24 230 3,230 23,000
Recurring profit 147,126 148,710 205, B346( 73,681 .32 164.813 172187 337,000
Yoy 25% 4.5% 0.9% 10.1% 13.6% 12.00% 156% 138%
RP margin 6.00% 5.85% 5.035% 5.40% 6.52% 587% B.08% 5.96%
Exlra-pedinary PIL 16,114 17,000 33114 £,287 1573 13,860
Pratax profit 13,m2 131,710 262,72 67,354 B3.555 150,853
Tax expense 57 B18 53 022 110,840 26,791 34 316 £1,107
Tax rale 44.1% 40.3% 42.2% 30.8% 41.1% 40.5%
Minarity interest 6,282 7536 13,618 3170 3324 f,494
Net profit 66,912 71,152 138,064 7413 45919 83,352 BE B4B 170,000
Sy 26.8% -T.7% 6.3% 14.9% 338% 24.6% 218% 231%
NP margin 273% 2.80% 27T 274% 3.18% 297% 3.06% 3.01%

Saources: Comperry dale.

EFTA01148973



Dairo Murata

Japan Equity Research
12 December 2013

Figure 5: Consolidated Earnings Results and Estimates (Full Year)

J.PEMorgan

¥ million, %
FY¥2M11 FY¥2i12 FY2i13 FY2H4E FY2/15E FY2MGE
Operating Revenue 5,119,739 4,786,344 4,991,642 5,625,600 5,890,000 6,178,600
Yol % 0.2% «6.5% 4.5% 12.7% 4.7% 49%
SEJ 585 2.2% B.7% 1.3% 0.5% 0.5% 0.8%
I¥ 858 -2.5% -2.6% -4.5% -3.5% -3.5% -2.0%
Goodwill amortization 16,145 12815 14,430 17,500 17,800 18,200
EBITDA 391,912 444 060 465,781 514,300 541,800 580,600
Yo'l % 3.7% 13.5% 4.7% 10.4% 5.3% 2%
Oparating profit (old basis) 243346 292,060 205,685
Oparating profit (new basis) 262,500 315,000 318,500 340,800 360,200 368,600
Yol %% 7.4% 20.0% 1.2% 6.9% 5% 9%
As a % of Sales 4.75% 6.10% 5.92% 6.06% 6.12% 6.29%
0P by segment (new basis, JPM assumption)
CVS operations 205,100 225,100 252,500 270,200 82,100
Yo % B5.4% 0.8% 1 B.6% 1.0% 1%
Superstore operations 17,300 34,500 27,600 34,700 34,400 38,100
YooY % 10.2% 101.7% <20.9% 25.7% 0.9% 10.6%
Department store operations 5,622 9,948 B,020 B, 300 8,300 9,300
YooY % 311.6% T6.9% -19.5% 4% 0.0% 12.0%
Food Services <193 45 T 1,700 1,300 1,500
Financial Services 30,500 36,400 40,300 42,400 44,500 46,700
Othar 4,611 1,360 2,255 1,200 1,500 1,500
Mon-operating income and expenditue 434 1,111 151 351 551 781
Mon-cgarabing income 10,380 10,150 11.064 11,264 11,464 11,664
Intenas and dividends recaivad 6,048 5,801 6,123 6,323 6523 6,723
Men-oparating expensas 10,820 9,030 10,913 10,913 10,913 10.813
Imlerest payabla, elc 5258 4,114 5113 5,263 5413 5,563
Recurring profit 242 907 293171 205836 341,200 360,800 389,600
Yol % T.0% 207% 0.9% 15.3% 5.7% 8.0%
hs a ' oof Sales 4.74% 6.13% 5.93% 6.07% 6.13% 6.31%
Extracedinary peafit 22 655 10,428 247 2,000 2000 2,000
Exfraordinary loss 42,271 T2 TE2 35,281 28,000 28,000 28,000
Pratax profit 223290 230,817 262,722 315,200 334,800 363,600
Tax 102,208 ap,257 110,839 118,340 126,200 136,600
Tax rate 45.8% 39.1% 42 2% 30.7% 38.5% 39.3%
Minarity Inlarest 4,031 10,722 13,818 14,518 15,218 15918
Met profit 111,962 129,838 138.064 181,300 193,400 211,100
Yo % 148.5% 16.0% 6.5% 3.3% 6.7% 2%
Az a % of sales 2.19% 21% 277T% 3.20% 3.28% 342N
Dhvidend paid 50,570 54, TBD 56,550 f1,850 67,150 T4 220
# of shares oulstanding {000) BET, 100 BE3 402 BB3.553 BE3 563 883 553 £83 553
Traasury shares (lerm-and, ‘000) 0 0 0 0 ]
EPS (¥ 126.2 147.0 156.3 205.2 2189 2389
BPS (¥) 20333 21305 2XE 23517 25005 26555
DPS (¥) 570 G20 4.0 T0.0 T6.0 B4.0
Payeut ralia 45.2% 42.2% 41.0% A% U 35.2%
Sourcas: Company dats, J.P. Morgan estimatas.
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Figure 6: CVS Business PIL (1)
¥ million, %

Japan Equity Research
12 December 2013

J.PMorgan

FyYaii FY212 FY213 FY2H4E FY215E FY¥21BE

Operating Revanue 2,036,464 1,690,924 1,899,573 2,480,100 2,664,500 2,859,700
Operating Profit (old basis) 185477 214 837 221,764
Operating Profit {new basis) 205,100 225100 232,400 252,500 270,200 292,100
% YoY B3% 9.8% 33% 13.9% T.0% BA%
Breakdown of Opesating Profil

SEJ (new basis) 178,600 1893 600 187 400 203,500 217,000 231,300

T-Eleven Inc 333 32757 3BATS 53,000 58 800 67,600

Others (Beding and Hawail) 215 2,360 1,71 1,600 1,800 2,000
Ameortization of goodwill amount -T,218 3,620 -4,895 -B.000 -B,400 B, 800
SEJ Sales Data
Total chain sales 2,947 606 3,280,512 3,508 444 3,722,500 3,960,700 4,230,000
% Yo¥ 5.6% 11.3% 6.9% 6.1% 64% &.5%
Average daily sales (¥'000)
All Stores average daily sales 629 669 (113 650 640 636
New Stores daily sales 554 570 L 531 534 540
Existing store sales revenue ratio 2.2% 6.7% 1.3% 0.5% 0.5% 0.6%
SEJ Shops related Data
Mumber of sloras in the beginning 12,753 13,252 14,005 15,072 16,302 17.582
Shore oparing 439 1,201 1,354 1,550 1,600 1,600
Closure 480 428 287 320 ¥l 300
Met increase in number of slores 479 T3 1,067 1,230 1,260 1,300
% oY 1.6% 5.8% TEY 8.3 T.0% TA%
Mumber of slores at the and of the gariod 13.232 14,005 15,072 16,302 17 582 18 882
Muriber of direct managameanl shores 442 3097 433 453 473 443
Humber of FC stores 12,720 13,538 14,569 15,779 17,039 18,318

Sowrces: Company date, J.P. Morgan estimaies.
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Figure 7: CVS Business PIL (2)

Japan Equity Research
12 December 2013

J.EMorgan

¥ million, %

SEJ Income Statemeant FY a1 FY212 FY2H13 FY214E FY2115E FY2M6E
FC retal salas A 2,839 680 3189317 3416 9856 3,625,190 3.853.120 4,123,180
% Yol 6.8% 12.3% 7.1% 6.1% 6A4% &.8%
Imeoma form FC (Charge and Participating amaurt) 8 435873 479 825 521 B3 EE3.810 60T 810 656, B30
Income from FCIFC sales 15.35% 15,04 % 15.26% 15.55% 15.75% 15.953%
Sales al diractory managed slores 107 926 91,195 40,146 96,710 101,580 106,820
Sales par direct managenant slores 2070 274 T2 283 2194 222
Qther ncome 5412 5,165 5,545 5,950 6,350 £,750
Sales 549,111 576,185 B17,558 666,500 715,700 770,400
% oY 28% 44% 7.2% 7.9% T4% T 6%
Products Gross margin Ratie C 30.5% i e 30.0% 30.5% 30.8% A%
Gross Profit for FC storas &°C 856,102 847 297 1,025 096 1,105,866 1,184,609 1,282 309
Charge % BI{A"C) 50.3% 50.7% 50.9% 51.0% 51.1% 51.2%
Gross Profit al draclory managed sloras 29 506 24 386 2434 26490 28,130 29 500
Gross Profit margin at direclory managed slores 2% . 6.9% 2T 4% 2% 28.0%

Gross Operating Profit 470,691 509,376 551,656
% Yo 6.5% 8.2% 8.5% B.1% 1.7% B.0%
SGAA (old basis until FY.2/2013) 301,539 326,216 364,893 300,760 425,290 462,180
% Yo 5.5% B.2% 11.5% TA% B.8% B.T%
Labor Expansas 50,5058 50.710 51,907 58 250 60,330 4,870
Oparating Revanue | Labor Expenses 9.20% BB BA41% Badtn B.43% B.42%
Advartising axpanza 28,209 36,318 45 (159 53,600 56240 59 640
As a % of Ghain Sales ratio 0.96% 1.11% 1.26% 1.44% 1.42% 141%
Degraciation & armartization 0,831 38,364 462092 42 000 AT 350 52 940
Asa %ol G+ number of direclly managed stores 347 384 428 384 3.86 ABE
Rent 79,424 87,199 98 32 104,350 117 300 130,640
Rent per slore {Direclly managed + C typa) 893 895 913 955 9.57 958
Ultilitles Cost 3,799 33124 38 (98 4524 48,810 54 6RO
Az a % of nurmier of slores 245 243 262 258 2594 3.00
Othars 807 80447 84 705 89 340 04 260 99 410
As a % of Chain Sales ratio 2.14% 2A45% 241% 240% 2.36% 2.35%

Operating Profit jokd basis) 164,152 183,160 166, TE3
Operating Prafit (new bags) 178,800 193,600 197,400 205,500 217,000 231,300
% oY 8.3% 8.3 2.0% 4.1% 5.6% B.6%
7-Elaven, Inc FY12/10 FY12/11 FY1212 FY1213E FY1214E FY12M15E
Currency Exchange Rate 87.79 T9.80 T9.81 98.00 98.00 98.00
% YooY £.3% A1% 0.0% ZLE% 0.0% 0.0%
Gagoline Cost 238 250 2.50 2.50 2.50 250
Same store product sales growth (USD Basis) 1.5% 28% 2.9% 5% 2.0% 2.0%
Ratail Sales 1,470,588 1,624,095 1.852 162 2639 300 2837 200 3,041 500
% YaY 54% 104% 14.0% 42.5% 1.5% T.2%
Product Sales 859,832 ETE 872 54,100 1,508,986 1,695,583 1.BE8 467
Gasaline Sales 545,939 74T 423 £58,062 1,130,314 1,141,617 1,153,033
% of salas 30.8% 46.0% 48.5% 42 B% 40.2% 37 0%
Operating Profit 33,328 32,737 381475 53,000 59,800 67 600
% Yol -3.2% A.8% 16.6% 38.8% 12E% 13.0%
Operating Profit Ratio 2.IT% 202% 2.06% 201% 211% 2.22%
Todal number of slores (MNorh America) 6,610 7,149 B118 B518 8918 8,318
Area Licanse 20,296 23 585 26 223 33 28423 2523
Product gress margin ratio 51% M 35.2% 35.4% 35.6% 35.8%

Sourcas: Compary data, J.P. Mongan estimatas.
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Figure 8: Super Store Business PIL
¥ million, %

Japan Equity Research
12 December 2013

J.PMorgan

N FY2i1 FY212 FY213 FY214E FY2H5E FY216E
Operating Revenue 1,981 604 1,992,298 1,994,568 2,010,800 2,017 800 2,035,900
Oparating Profit 17,300 34,900 27 600 34,700 34,400 38,100
Opearating Revanue

Domestic SuperStore
Yoka Mall Japan 1,373,670 1,361,060 1,332,282 1,320,000 1,300,000 1,280,000
Yoka Mall China 79,000 2,200 BT, 100 92,300 97,800 103,700
Yorkbeni mall 343,379 348,600 363,862 385,000 404,300 424,500
Yoskmiarl 120,000 125,000 128,000 130,000 132,000 134,000
Akachan Head Office 77000 78,000 T8 600 78,900 79,200 T3, 200
Oilhers -11.445 -2 562 4,734 4639 4547 4 456
Oparating Profit
Yoka Mall Japan 3,300 16,200 13,800 14,000 12,200 14,200
Yoka Mall China 1,750 1,150 200 0 400 1,000
Yarkbeni (Including Life Foods) 13,100 20,800 17,700 18,800 19,600 20,400
Akachan Head Office 500 1,200 1,100 1.250 1,400 1,500
Yorumart and olhers 2,01 1,153 -1,7495 4005 4205 4,405
Amaortization of goodwill -33M -3,372 3,372 -1.312 -3.372 -3,372
<lto-Yokado PIL Estimates>
Oparating revenue 1,373,670 1,361,060 1,332,202 1,320,000 1,300,000 1,290,000
%Yoy <1.0% 0.9% 21% 0.9% <1.5% 0.6 %
Musriber of Stones
Musriber of slores opaned during the year [ 5 3 i 6 [
olw Arla 3 3 i 3 i 1
Musriber of stores clogad during the year 10 2 2 3 3 3
Met increase of shoras 4 3 1 3 3 3
Musriber of Stores at the and of the yaar 170 173 174 177 180 163
Mumiber of Stores during the year 172 172 174 176 179 182
Storas Area
Shores Anea al the and of the year 1,674,730 1,665 268 1,642,954 1 660,954 1,660,954 1,660,954
Shores Area during Lhe year 1.701,155 1,671,599 1,654,111 1,651,954 1,660,954 1,660,954
Increase of area during the area -44 B50 -13 462 22,314 18,000 i] [i]
Growth rata of area during the year <1.7% A% A% 0.14% 0.5% 0.0%
Area per slore 0 Bo0 0,748 9,534 9413 9305 8,151
Sales par sq matar(n 10,000 Yen) 645 636 613 542 577 LT
Mew Store sales 24,040 £,564 58TE 10,647 0 0
Products Total 1,101,024 1,061,624 1,015,285 930,410 955,750 936,640
YaY -21% -1E% -4.4% -2.5% -15% -2.0%
Tenant 233,056 252 704 271,258 284 820 296,210 306 580
Others 15,264 19,964 16,369 14,400 12,960 11,520
Revenue from real-astales lease 19.435 prlry. 24 322 25,050 25,300 25300
Qthar Jparaling ravanue 4,68 4,540 5,046 5,300 5,540 5, TED
Existing-stores sales -2.5% -1E% -4.3% -3.5% “315% -2.0%
Gross Margin 29.10% 29.70%% 20.90%, 30.05% 30.15% 30.25%
Differance 0.10% 0.60% 0.20% 0.15% 0.10% 0.10%
Gross Profit 3114 173 322143 333,370 328,250 326,960
Gross Profit Ratio 24 5% 25.09% 24.73% 25.85% 25.95% 26.05%
Gross Profit 156,040 361,536 351,511 353,720 348,990 347,020
Growth Rate % Yo “2.1% 1.5% «2.8% 0.6% 1.3% 0.5%
Operating Profit Ratio 25.0% 26.6% 26.4% 26.8% 26.8% 2T 0%

Sourcas: Compary data, J.P. Mongan estimatas.
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Figure 9: Super Store Business PIL(2)
Ito-Yokade <SGAA Estimatas> FY2i1 F¥2i12 FY2M3 FY2/14E FY215E FY¥21BE
SGA&A Expenses 353,684 350,981 342,500 339,749 336,778 333,74
Growth Rate % YoY -2.2% -0.8% -2.4% -0.8% 0.9% D.9%
SGAA Expenses Ratio 25.8% 25.8% 25.7% 25.7% 25.9% 25.9%
Advarlizsing Expenses 33,083 32 562 30,891 31,100 31,100 30,800
As a % of sales 245% 2.44% 237% 241% 2.46% 245%
Labor Expansas 142 846 142 452 137 380 136,700 134 600 132 600
As 2% of sales 10.59% 10.68% 10.54% 10.60%: 10.64% 10.56%
Rant 58 281 67,900 G5, 966 67 550 66, 560 66,430
Area per stora (sg.m) 40.7 40.6 40.5 40.9 401 40.0
Deprecialion Expansas 14,573 16,822 15,937 10,358 10,748 10,514
Arga per slora |sg.m) 8.6 104 9.6 6.3 6.5 6.6
Ltility Cost 18,843 18,480 19,845 21,440 21,870 22 fred
Area per stora (sgq.m) 111 114 120 13.0 13.2 133
Oilhers 75.058 72,765 1,475 T2 600 71,900 70,500
As a % of sales 5.56% 5.45% 549% 5.63% 5.68% 5.65%
Operating profit jokd basis) 2155 10,554 9,009
Oparating profit (new basis) 3,300 16,200 13,800 14,000 12,200 14,200
% Yol 2T% 389.7% “14.6% 1.4% =12.9% 16.4%
Operating profil margin 0.2% 0.8% 0.7% 1.4% 0.9% 1.1%
Sources: Company date, J.P. Morgan estimates.
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Figure 10: Financial Indicators and Balance Sheet

Japan Equity Research
12 December 2013

J.PMorgan

¥ million, %

FY2H1 FY2ii2 FY2/13 FY2ZH4E FY215E FY2HEE
ROA B.70% 7.80% 7.38% T.84% 7.84% B.10%
Met margin on sales 4.85% 6.21% 6.03% B6.16% 6.22% £.40%
Turmiver rala 1.38 1.26 1.22 1.27 1.26 1.27
ROIC B.3% T.1% B.7% 7.3% TA% T.7%
ROE B.5% 7.5% T.6% 8.3% 9.3% 9.6%
Debliaquity ratic 32.3% 335% 34 B% 354% A% 26.1%
Liguigsty turnowver peried 160 1.89 187 187 1.497 1497
Receivables tumaover period 0.29 .68 (.69 069 0.69 069
Inventory Wrnover parod 0.38 0.38 0.39 0.39 0.39 0.39
Other kguid assats tumover pesiad 1.04 (.85 0.93 083 0.93 0.83
Payables Wwrnover peried 06T 0.79 0.7 0.r9 0.7 0.74
Other current liabiliies Wrnover perisd 224 233 255 255 255 255
Capax 33E BEE 255426 334 218 340,000 140,000 340,000
Depraciation 152421 130 004 155 666 156,000 163,800 173,600
Invested capital 1,151,237 1,248,164 1,329 048 1442 681 1,589,511 1,723 BE3

Consohdated Balance Sheel
Currant agsels 1,406,504 1,516 584 1655528 1,782,080 1,807 394 1,644,673
Cash & ather aquivalants fi54,633 T1.628 710,568 131,54 1264 706, B6S
Aceounts racaivable 122411 270,953 285 817 322117 237 256 353.TE1
Short-lerm Markelable securilies 26,534 43,025 110,024 110,024 110,024 110,024
Irventoras 161,110 162 204 162 285 162 BEG 181,432 200 875
Dilher curent assels 441,708 338,773 385 454 435,513 455 581 478,524
Fixed azsels 25325 459 2372564 2 506,564 2,790,563 2.566.763 3,133,163
Tangible fixed assels 1,247 B3 1,320,174 1482 514 1,666,514 1,642 714 2,009,114
Intangible fixed assals k4 BES 333156 415413 415,413 415413 415413
Imvestments and olher fixed assels 752,979 18,034 704,636 TOR 636 T08.636 T08 636
Total assels 3732111 3,666,356 4,262,347 4,572,643 4774157 4,963,036
Guaranteas 418,585 412,088 400 BET 400,867 400,857 400,667
Currant liabilities 1,548 728 1,365,728 1534579 1,725,216 1,798,780 1,868,077
Accounts payable 284,795 3e,072 328 B0 370,559 J8T 875 406,885
Shan-tarr borrowings 108,330 130,600 145,750 160,000 160,000 150,000
Other current labilities 855 603 929 966 1,060,023 1,184,657 1,230,805 1,512,052
Mon-currant liabilites BDE, BT B42 ETE T30 34,077 135077 736,007
Corporale bonds 263,973 253978 273 B3 229,883 229,543 226,863
Lang-erm barrowings 177,225 198,167 281 B93 261,893 281,893 281,693
Other nen-current kabilites 165,673 180,530 2212 2222 223,21 224,201
Total liabilities 1,955,599 2,028,403 2,267 656 2,459,203 2533857 2,605,154
Shareholders’ equity 1,803,783 1,882,267 1,963,666 2,083,116 2,209,366 2,346,246
Capital 50,000 50,000 50,000 50,000 50,000 50,000
Capital Surplus g BOG 526, BRE A3 6T 526,873 526 873 A6 BT3
Tresagury slocks -T,320 T2 T 42 7142 7,142 T 142
Valuation & Exchange differance, el 101,268 116,303 12503 72,503 -T2.503 12503
Minority interost 73,016 83, T4E 102,038 102,738 (3438 04,138
Shareholder's aguity 1,702,515 1,TEE, 964 1,681,164 2,010,613 2,136,863 2273143
Total net assets 1,776,512 1,860,954 1,584 740 213,38 224031 2577 BB1
Total liabilities + sharehohdars’ aquity 3,121 3,669,358 4,262,397 4,572 644 4,774,158 4,983,035
Interest-baaring debl 5449 528 501,835 BET 626 671,676 671,876 fifi1,B76

Sources: Company datz, J.P. Morgan estimates.
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Figure 11: Consolidated Statement of Cash Flows

J.PMorgan

¥ million, %
Cash flow statemeant FY2M1 FY2i12 F¥Y2113 FYZH4E FY¥215E FY2MBE
Cash flow from operating activibes
Adter-tax profil 111,862 129,838 138,064 181,300 195,400 211,100
Depreciation 13244 139,994 155,666 156,000 163,800 173,600
Charige in warking capilal 244 B0 -47 554 3186 70,397 28,360 32047
Changa in ather long-larm kabilitbes -16.082 24 857 30,6M 1,000 1,000 1,000
Oilher 0 a ] i il 1]
Sublolal (4) 472 B 247,135 327 587 408,697 3ar 560 417,747
Cash flow from investing activibes
Irvastrmant in plant & equiprent -X38 656 -2585 425 -134 36 -340,000 -340,000 -340,000
[mvestrnents and lending (for subsidiary shares, elc) 0 I a 0 0 0
Olher 0 il il il il 0
Sublolal (B) <338 656 -255 426 -334 216 -340,000 340,000 340,000
Fraa cash flow [A) = (B) 134 205 A2 -6,629 8,697 47 560 TTT4T
Cash flow from financing activilies (C)
Change in borowings -2 655 52 302 89 786 14,250 il 10,000
Changa in corparate bonds 73,905 -5.945 -23,9495 il il 1]
Increase in equily cagital 1] i 1] 0 0 0
Dividands paid 50,570 54,780 56,550 61,850 B7,150 14,220
Cilher i} il i i il 0
Tatal AB5_320 -12.473 9241 4T 00 B7,150 B4, 220
Total cash flow (&) + (B) = (C) 52115 20,764 2812 21,097 18,590 £4T3
Sources: Company data, J.P. Morgan estimates.
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Seven & i Holdings (3382): Summary of Financials

J.PEMorgan

Income staternent ¥ in millions 0132 MM142E MMS2E  20M62E  Cash Flow statement ¥ in millions 201302 20142E 2015/2E 2016/2E
Revenuas 4991642 5E25600 5890000 B1TEEOD Operating CF 32T SBT 40BEOT 3BT SED 41T 74T
Cost of revenue 3,218,271 -3622500 -3 788,000 -3968700 DaA 165,666 156,000 163,800 173600
Operatling expenses -4 695957 5284 800 -5528 800 -5749800 Metchange in working cagital 3186 TO38T 29360 32047
EBITDA 451351 496800 524000 562400 Investrent CF -334,218 340,000 -340,000 340,000
[Degraciation -156,666  -156,000 -163800 173600 Capex -334,216 -340,000 340,000 -340,000
Operaling profit (EBIT} 295685 340800 360200  33BA00 Met change in investmenis - - - -
Other income - - - - Frea cash flow 6,723 EBBA4GS 4T 202 TT260
Other expenses - - - - Financing CF 9241 S4TEOD 67150 -B4220
Pratax incorme JE2TI2 O MSA51 33T 363551 Net debl [cash) -163,366 -1606TS 150,780 155,017
Abnormal items [nat) 33114 26000 26000  -26000 Change in Mel debt (cash) 547 BM3 18890 4228
Income laxes 110,839 119340 126200 -136600
Minarites 3819 4511 5151 15851
el income - GAAP 136,064 181,300 193400 211100
[Diluied sharas oulstanding {mn) a4 a4 a4 a4
Balance Sheat ¥ in millions. 0132 MM4ZE  MMS2E  20M182E  Ratio Analysis 201302 2014/2E 2015/2E 2016/2E
Tolal assels 4262397 4572645 4774157 4983036 Gross Margin 355% 356% 3% 354%
Cash and cash aquivalenls TI0968  T3AE3 Ti2E41 TO6E60 EBITDA margin 90% BA%  BO% D%
Trada receivable 285817 322 1T 337256 353781 ROCE T5% BS%  BS%  BA%
Other current assels 386434 435513 455981 4TB 324  Raetum on equly (ROE) TE%  83%  83%  56%
et Tangible flued assels 1482514 1666514 1842714 2009114 DVE rabo 3[0%  318%  300% 278%
et intangible fixed assels 415415 415415 #5413 415413 Div payoul ratio 410% Md1% MHT% 352%
Investmenlsiother assals flBG36  T0BG36  TOBG3E  TO0BG36
Tedal liabililes 2267656 2450293 2533857 2605154
Shorl tarm datt 145,750 160,000 160,000 150,000
Other shorl term habilibes 1,060,028 1,194,657 1,250,805 1312092
Long tesmn dabl 511876 511876 511476 511,876
Other long lerm liabilites 21200 F220n ES201 0 242
Minarity intarests 102038 102738 103438 104 138
Tedal Equily 1993202 2113351 2240301 2377881
Source: Comgany data and J.P. Morgan esbmales
Mote: ¥ in milions (except per-share data). Fiscal year engs Feb
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Analyst Certification: The research analyst(s) denoted by an “AC™ on the cover of this report centifies (or, where multiple research
analysts are primarily responsible for this report, the research analyst denoted by an “AC™ on the cover or within the document
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of
any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per
KOFLA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or

intervention.

Important Disclosures

® Client: I.P. Morgan currently has, or had within the past 12 months, the following companyiies) as clients: Seven & 1 Holdings

(33H2).

® Client/Non-Investment Banking, Securities-Related: 1.P. Morgan currently has, or had within the past 12 months, the following
company(ies) as clients, and the services provided were non-investment-banking, securities-related: Seven & 1 Holdings (3382).

® Client/Non-Securities-Related: 1P, Morgan currently has, or had within the past 12 months, the following company|ies) as clients,
and the services provided were non-securities-related: Seven & 1 Holdings (3382).

* Non-Investment Banking Compensation: J.P. Morgan has received compensation in the past 12 months for produets or services
other than investment banking from Seven & i Holdings {3382).

Company-Specific Disclosures: Important disclosures, including price chars, are available for compendium reports and all 1.P. Morgan
covered companies by visiting hitps:/jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing
research.disclosure inguiriesipmorgan.com with your request. 1LP. Morgan's Strategy, Technical, and Quantitative Research teams may

scieen companies not covered by 1P Morgan. For impoirtant disclosures for these companies, please call 1-800-477-0406 or e-mail
research.disclosure. Inguities i prmnor gamn. Com.
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Date Rating 151:1'313 Price F‘r::a Target
16-0Oct-06  OW 3880 &000
Z2-Dct-07  OW 2750 A000
11-Jan-08 OW 3080 3800
24-Apr-08 OW 2985 4100
OB-Oct-08  OW 2410 3800
15-0at-08  OW 2580 3540
O3-Mar-09  OW 2040 3300
Od-Mar-09  OW 2040 3200
13-Apr-08 OW 2230 3100
O3-Jul-09  OW 2305 2400
01-Sep-08 M 2280 2300
13-0ct-08 M 2115 2140
24-Dec-08 M 1845 2050
20-Apr-10 M 2405 2100
13-Sep-10 LW 14974 1870
2T-dan-11 MW 217 2200
24-Jun-11 M 2126 2330
28-Sep-11 M 21 2400
11-Apr-12 M 2407 2700
OF-May-12 OW 2428 2600
14-5ep-12  OW 2323 2800
28-Feb-13 OW 2706 3300
05-Apr-13  OW 300 3T00
Od-Jun-13  OW 3515 4400

The chart(s) show 1P, Morgan's continuing coverage of the stocks: the current analysts may or may not have covered it over the entire

period.

JP. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NRE = Not Rated
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Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

JP. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Meutral [Owver the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s {or the analyst’s team’s)
coverage universe.| Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe. | Not Rated (NR): 1.P. Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. In our Asia (ex-Australia) and UK. small- and mid-cap equity research, each stock’s expected total return is
compared to the expected total return of a benchmark country market index, not to those analysts” coverage universe. If it does not appear
i the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research
website, wiaw, jpinorganinarkets com.

Coverage Universe: Murata, Dairo: ABC-Mart (2670) (2670.T), AEOQN (8267) (8267.T), Adastria Holdings [ 2683) (2685.T),
COSMOS Pharmaceutical (3349) (3349.T), Don Quijote (7332) (7532.T), FAST RETAILING (9983) (9983 T), FamilyMart (8028)
{BO28.T), Isetan Mitsukoshi Holdings (3099) (3099.T), K's Holdings (8282) (8282.T), KOMERI (8218) (8218.T), Lawson {2651
(2651.T), Nitori (9843) (9843.T), RYOHIN KEIKAKU (T453) (7453.T), SHIMAMURA (E227) (8227.T), SUGI HOLDINGS (7649)
(7649 T), SUNDREUCG (9989) (9959.T), Seven & 1 Holdings (3382) (3382.T), TSURUHA HOLDINGS (3391) (3391.T), Xebio (8251)
(B2ZELT) YAMADA DENKI (98311 {9831.T)

J.P. Morgan Equity Research Ratings Distribution, as of September 30, 2013
Owverweight Neutral Underweight

(buyl [hold) (selly

TP Morgan GGlobal Equity Rescarch Coverage 43% 44% 12%

18 clicnis® 57% 49 39%
JPMS Equity Research Coverage 42%% S0%% B

18 clicnt=® ThH% 65%% 5%

*Percentage of investment banking clients in each rating category.
For purposcs only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Meutral rating falls into a hold
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table

above.

Equity Valuation and Risks: For valuation methodoelogy and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at hitpewww. jpmorganimarkets.com, contact the primary analyst
or your LP. Morgan representative, or email research.disclosure. inguiriesi jpimorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are emplovees of non-US
affiliates of JPMS, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMS,
and may not be subject to FINRA Rule 2711 and WYSE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

1.P. Morgan ("JPM"] is the global brand name for 1.P. Morgan Secunties LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a marketing
name for the UK. investment banking businesses and EMEA cash equities and equity rescarch businesses of JPMorgan Chase & Co. and its subsidiarics.

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Mot all research content is
redistributed, e-mailed or made available to third-party aggregators. For all rescarch reports available on a particular stock, please contact your sales
represeniative.

O)ptions related research: If the information contained herein regards options related research, such information s available only to persons who have
recerved the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Charactenstics and Risks of Standardized Options,
please contact your 1.P. Morgan Representative or visit the OCC's website at http2\www.opfionsclearing_ com/publications risks riskstoc. pdf

Legal Entities Disclosures
U5 JPMS 15 a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N A is a member of FDIC. U.K_: JPMorgan Chase N A, London

Branch, is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and to limited regulation by
the Prudential Regulation Authority. Details about the extent of our regulation by the Prodential Regulation Awthority are available from LP. Morgan on
request. J.P. Morgan Securities ple {(JPMS plc) is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authonty and
regulated by the Financial Conduct Authornty and the Prudential Regulation Authenty. Registered in England & Wales Mo, 271 1006, Registered Office 25
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Bank Street, London, E14 51P. South Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the Johanneshurg Secunties
Exchange and is regulated by the Financial Services Board. Hong Kong: 1.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. Koerea: 1.P. Morgan Securities {Far East) Lid, Seoul
Branch, is regulated by the Korea Financial Supervisory Service. Australia; 1.P. Morgan Australia Limited (JPMAL) (ABMN 52 002 888 01 I'AFS Licence
Mo: 2381#K) is regulated by ASIC and 1.P. Morgan Securities Australia Limited (JPMSAL) (ABM 61 (03 245 234/AFS8 Licence No: 238066) 1s regulated
by ASIC and is a Market, Cleaning and Settlement Participant of ASX Limited and CHI-X. Taiwan: 1.P.Morgan Securitics {Taiwan) Limited 15 a
participant of the Tarwan Stock Exchange (company-type) and regulated by the Taiwan Securitics and Futures Burcau. India: 1.P. Morgan India Private
Lirnited, having its registered office at I.P. Morgan Tower, Off. C.5.T. Road, Kalina, Santacruz East, Mumbai - 400098, is a member of the MNational Stock
Exchange of India Limited { SEBI Registration Mumber - INB 230675231/ INF 23067523 L/INE 230675231 and Bombay Stock Exchange Limited (SEBI
Registration Mumber - INB 01067523 7/NF 01067523 7) and is regulated by Securitics and Exchange Board of India. Thailand: IJPMorgan Securitics
{Thailand} Limited is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange
Commission. Indonesia: PT 1.P. Morgan Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK.
Philippines: ].P. Morgan Securities Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing
Corporation of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco 1.P.
Morgan 5.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: 1.P. Morgan Casa de Bolsa, 5.A. de
C.V., I.P. Morgan Grupo Financiero is a member of the Mexican Stock Exchange and authorized to act as a broker dealer by the Mational Banking and
Securities Exchange Commission. Singapore: This material is 1ssued and distributed in Singapore by 1P, Morgan Securitics Singapore Private Limited
{JPMSE) [MIC (P) 049042013 and Co. Reg. Mo 194053358 | which is a member of the Singapore Exchange Securities Trading Limited and 15
regulated by the Monctary Authonty of Singapore (MAS) and'or JPMorgan Chase Bank, N A, Singapore branch (JPMCH Singapore) which s regulated
by the MAS. Japan: JPMorgan Securities Japan Co., Lid. is regulated by the Financial Services Agency in Japan. Malaysia: This material 15 issued and
distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd { 18146-X) which is a Participating Organization of Bursa Malaysia Berhad and a
holder of Capital Markets Services License issued by the Securitics Commission in Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Lid is a
member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. Saudi Arabia: 1P, Morgan Saudi Arabia
Ltd. is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and
custody, with respect to securities business under licence number 35-0707% and its registered address is at th Floor, Al-Faisalivah Tower, King Fahad
Road, P.O. Box 51907, Rivadh 11553, Kingdom of Saudi Arabia. Dubai: JPMorgan Chase Bank, M.A_, Dubal Branch is regulated by the Dubai Financial
Services Authority (DF5A) and its registered address is Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubail, UAE.

Country and Region Specific Disclosures

UK. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distnbution in the UK. and the EEA by JPMS plc.
Investment research issued by JPMS ple has been prepared in accordance with JPMS ple's policies for managing conflicts of interest arising as a result of
publication and distnbution of investment research. Many European regulators reguire a firm to establish, implement and maintain such a policy. This
report has been issued in the UK. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 20600
{Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons™). This document must not be acted on or relied on by persons
who are not relevant persons. Any investment or investment activity to which this document relates is only available to relevant persons and will be
engaged in only with relevant persons. In other EEA countries, the report has been issued to persons regarded as professional investors (or equivalent) in
their home jurisdiction. Australia: This material is issued and distributed by JPMSAL in Australia to "wholesale clients" only. This material does not take
into account the specific mvestment objectives, financial situation or particular needs of the recipient. The recipient of this material must not distribute it to
any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the term "wholesale client” has the
meeaning given in section 7610 of the Corporations Act 2001, Germany: This material is distnbuted in Germany by LP. Morgan Securties ple, Frankfurt
Branch and J.P.Morgan Chase Bank, N A, Frankfurt Branch which are regulated by the Bundesanstalt filr Finanzdienstleistungsautsicht. Hong Kong: The
1% ownership disclosure as of the previous month end satisties the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduet for Persons
Licensed by or Registered with the Securities and Futures Commission. (For research published within the first ten days of the month, the disclosure may
be based on the month end data from two months prier) 1LP. Morgan Broking (Hong Kong) Limited is the liquidity provider'market maker for derivative
warrants, callable bull bear contracts and stock options listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HEKEx
website: http2/'www_ hkex.com. hk. Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of share trading, and
that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan Secunties Japan Co., Lid., will be
receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the commission rate which was individually
agreed between JTPMorgan Sccurities Japan Co., Ltd., and the customer in advance. Financial Instruments Firms: JPMorgan Securities Japan Co., Lid.,
Kante Local Finance Burean (kinsho) Mo, 82 Participating Association / Japan Securities Dealers Association, The Financial Futures Association of Japan,
Type I Financial Instruments Firms Association and JTapan Investment Adwvisers Association. Korea: This report may have been edited or contributed to
from time o time by atfiliates of 1.P. Morgan Securitics (Far East) Ltd, Seoul Branch. Singapore: JPMSS and/or its affiliates may have a holding in any of
the securities discussed in this report; for securities where the holding 15 1% or greater, the specific holding is disclosed in the Important Disclosures
section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This material is issued
and distributed by JPMSAL in Mew Zealand only to persons whose principal business 1s the investment of money or who, in the course of and for the
purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the public” as determined in
accordance with section 3 of the Secunties Act 1978, The recipient of this material must not distribute it to any third party or outside New Zealand withowt
the prior written consent of JPMSAL. Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an
advertisernent, a public offering, an offer to sell secunitics described herein, or solicitation of an offer to buy securitics descnbed herein, in Canada or any
province or territory thereot. Any offer or sale of the secunities descnibed herein in Canada will ke made only under an exemption from the requirements to
file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable securitics laws or, alternatively,
pursuant to an exemption from the dealer registration reguirement in the relevant province or territory of Canada in which such offer or sale is made. The
information contained herein is under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to
the needs of the recipient. To the extent that the information contained herein references securitics of an issuer incorporated, formed or created under the
laws of Canada or a provinee or termtory of Canada, any trades in such securities must be conducted through a dealer registered in Canada. Mo securities
commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein
ar the merits of the securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded
as professional clients as defined under the DFSA rules. Bragil: Ombudsman JP. Morgan: OE00-TTO0E4T 1 ouvidoria jp. morganis|pmorgan. com.
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Gzemeral: Additional information is availlable upon request. Information has been obtained from sources believed to be reliable but JPMorgan Chase & Co.
ar its affiliates and/or subsidiarics (collectively 1.P. Morgan) do not warrant its completeness or accuracy except with respect to any disclosures relative to
JPME and'or its affiliates and the analyst's involvernent with the issuer that is the subject of the research. All pricing is as of the close of market for the
securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change
without notice. Past performance is not indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale of any
financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not
intended as recormmendations of particular securities, financial instruments or strategies to particular clients. The recipient of this report must make its own
independent decisions regarding any securities or financial instruments mentioned herein. JPMS distributes m the U8, research published by non-1.5.
atfiliates and accepts responsibility for its contents. Periodic updates may be provided on companies/mdustries based on company specific developments or
announcements, market conditions or any other publicly available information. Clients should contact analysts and execute transactions through a 1.P.
Morgan subsidiary or affiliate in their home junsdiction unless governing law permits otherwise.

"(ther Disclosures” last revised December 7, 2013,

Copyright 2013 JPMorgan Chase & Co. All rights reserved. This report or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.
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