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In order that all Pigeon employees should
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ort 2023

y @ baby-friendly world

as we strive to realize our purpose,
we have updated the Pigeon Way.

BmPigeon DNA

The Pigeon DNA comprises our Corporate
Philosophy and Credo, and has been the
core of Pigeon throughout its history and
will continue so into the future.

BmPigeon Way

The Pigeon Way comprises our Purpose,
Values, and Action Principles. We have
positioned our Purpose as the cornerstone of
the Pigeon Way to emphasize our commitment
to achieving our reason for being.

Our Values represent the key attributes that
all Pigeon employees should embrace, and our
Action Principles serve as the basic guideline
driving all our actions.

Linking these three elements of the Pigeon
Way as shown in the diagram at right conveys
the importance of aligning our actions with our
Purpose to achieve its underlying tenets.

Pigeon DNA

Purpose of
This
Integrated
Report

Corporate
Philosophy

(o

Purpose

We want to make the world
more baby-friendly by

furthering our commitment
to understanding and
addressing babies’
unique needs

Pigeon Way

Values

Action
Principles

The Pigeon Group issues our Integrated Report to deepen the understanding of all stakeholders, including shareholders and other
investors, of the corporate value and other values we create over the short, medium, and long term. This Integrated Report 2023
reports on the performance, strategies, and sustainability (ESG) initiatives of the Pigeon Group and its business segments during
the reporting period. It also introduces the fundamental strategies and structural reforms outlined in the 8th Medium-Term Business
Plan, “Toward Sustainable Growth,” currently being implemented, along with the progress made in these endeavors.

In addition to the Integrated Report, Pigeon provides the Investor’s Guide, which focuses on quantitative data regarding the
performance trends of the Pigeon Group, and the ESG Data Book, which includes more comprehensive sustainability-related
information. Please visit the sites below for details.

Investor’s Guide
ESG Databook

https://www.pigeon.com/ir/library/inv_guid/
https://www.pigeon.com/sustainability/databook/

The core of Pigeon throughout its history
and into the future \

PigeonDN

Corporate Philosophy Love
The essence and core of our company
Credo Only love can beget love

Our fundamental belief based on
the corporate philosophy

- J

H The cornerstone of all our activities.
P I g e 0 n Way It embodies our “heart and soul” \
and sets the grounds for our actions
to stream from this core.
Purpose
Our reason for being and the role we should play in society
We want to make the world more baby-friendly
by furthering our commitment to understanding
and addressing babies’ unique needs

Values

Important attributes for all Pigeon employees

o Integrity
e Communication, Consent, Trust
* Passion

Action Principles

The basic guideline for driving all of our actions

o Agility

* Keep sight of consumers

* Global collaboration among competent individuals
e Leadership and logical working style

e Willingness to change

- J

Employees of the Pigeon Group will uphold the Pigeon DNA and Pigeon Way during everyday activities to build an even stronger brand.
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History of Pigeon and
Nursing Bottles
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1962 @

K-8-Type Nursing Bottle
With filter valve inside nipple for milk
volume control.

1963 Fests
KP-8-Typé Nursing Bottle

Recipient of the 14th Tokyo
Invention Award.

1964 @

A-Type Nursing Bottle
With heat-resistant
glass body.

1957 fsti
L-Type Nu}sing Bottle

Made of high-density polyethylene
for greater resistance to boiling.

1960

Silicone Rubber Nipple
More durable than the natural rubber
used previously.

@ Glass-Made Nursing Bottle

{j"\asti@ Plastic-Made Nursing Bottle
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PW-Type Nursing Bottle
Smooth inner neck surface

1956 @

F-Type Nursing Bottle
Japan'’s first decorated
nursing bottle.
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1954 w?lasti;w
S-Type Nursing Bottle
Japan's first plastic nursing bottle—

light, portable, and perfect for outings.
1950 @

A-Type Nursing Bottle
Forerunner of the current “Flexible,”
slim-type bottles.

and improved hygiene.

1962 fetd
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1949 @

Nursing Bottle with Wide-Neck and Cap
Released by Pigeon’s predecessor, Dofu Boeki.

1958 @

A-4-Type and A-8-Type Nursing Bottles
Based on research on how infants naturally
drink. A significant influence on future bottle
design.

——— ¢ © © © 0 0000000000000 00000000000000

prevented milk residue buildup

AP-4-Type and AP-8-Type Nursing Bottles
Isoprene rubber nipple resisted wear. Polycarbonate
body retained its shape even after repeated boiling.

Pigeon nursing bottle
Japan domestic market
share reaches 80%*'
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formula mixing.

Pigeon’s history mirrors the evolution of nursing bottles.

Pigeon’s aim is to design the best nursing bottles for babies and mothers. This goal
has not changed since Pigeon’s establishment.

Today, Pigeon is expanding its business globally with various products and
services. At the time of our foundation, however, we were preoccupied with the
development of our mainstay nursing bottles. In those days, direct-attached nursing
bottles, where the nipple is attached directly to the bottle, were mainstream.
However, those nipples tended to collapse, making it difficult for babies to suck. There
were also issues regarding hygiene. Our leadership at the time thought, “We should
work on improving the quality of nursing bottles!” This led to the creation of Japan’s
first capped nursing bottle. It was a revolutionary product with air intake holes and
adjustable milk output, but it was not a hit due to its high price and lack of name
recognition. However, we continued making refinements with the aim of developing
the “best” nursing bottle, laying the foundation for Pigeon’s subsequent growth.

~
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PV-8-Type Nursing Bottle
Angled neck allowed babies
to drink even small amounts
of milk in a comfortable position.

1979 @ e

K-Type Nursing Bottle
With rounded nipple more
suited to how babies suck,
and body designed for easier

1986 @

Snoopy-Design

K-Type Nursing Bottle

Nursing bottles released with
designs featuring popular characters
like Snoopy.

1988 @

with the Oketani Method.
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PES* Nursing
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*Polyethersulfone

2000 fes

Japan’s first environmental
hormone-free nursing bottle.

2005 @ &

Slim-Neck Bottle with Peristaltic
Nipple for the Chinese market
Renamed “Flexible” in overseas markets
in 2014. Released in 2017 in Japan under
the name “Slim-Type Nursing Bottle.”

Bonyu Sodanshitsu Nursing Bottle
Promoted transition to direct breastfeeding

2002 @ ‘ﬁast\\'(\;\
Bonyu Jikkan Wide-Neck
Nursing Bottle

(First Generation)
Wide-necked bottle with

peristaltic nipple allowing
infants to drink smoothly.
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2012 @

“Ziran Shigan”
series expanded with

Chinese zodiac designs in China.

2011

Released Lansinoh-brand
nursing bottles mainly

in Europe and the

United States.

2007 i:lg\asti\c:w

PPSU* Bonyu Jikkan
Wide-Neck Nursing Bottle
With superior shock

and heat resistance.
*Polyphenylsulfone
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2010 @ ‘:F/’/Iast\'\c:w
Bonyu Jikkan*

Wide-Neck Nursing Bottle
(Second Generation)

Based on research on the “Three Key Factors of Sucking”

*Released in China as “Ziran Shigan.”
Released in other overseas markets as
“Peristaltic PLUS.” Renamed as
“SofTouch Peristaltic PLUS” in 2014.

Wide-Neck Bottle with Peristaltic Nipple
Designed exclusively for overseas markets.

.
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2018 @

Silicone Coating for Bonyu Jikkan
Wide-Neck Nursing Bottles
Coating helped prevent

fragments scattering even

if the bottle fell and broke.

20"3 wﬁlasti;\
Batik-Print Slim-Type
Nursing Bottle “Flexible”

Traditional design added for the
Indonesian market.

2017 @

“myPrecious” Bonyu Jikkan Wide-Neck
Nursing Bottle
Combined cute design with exquisite form.

Pigeon nursing bottle
No.1 global market share*?
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SofTouch™ T-Ester* Nursing
Bottle

Pigeon was the first to make

a bottle from T-Ester, an
innovative material with
glass-like clarity.

*T-Ester is a trademark or registered
trademark of Mitsubishi Gas Chemical
Company, Inc., in Japan and other
countries. It was launched in
Singapore and other Southeast Asian
countries in 2022 and in Japan in
2023.
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] 2021 @b

Bonyu Jikkan* Wide-Neck Nursing Bottle (Third Generation)

Closer in softness to a mother’s breast and with the new Latch-on Line.
*Released in China in 2021.
Released in Japan and other markets in 2022.

*1 Pigeon Research *2 Including products other than the “Bonyu-Jikkan®” series

There is no finish line for our development of nursing bottles.

We strive to design nursing bottles that enable babies to suck as they do in breastfeeding, resulting in no interference with breastfeeding
continuity. To approach this ultimate goal, from its early days Pigeon has been conducting research into babies’ sucking behavior. Initially,
we used cameras attached to the bottom of the bottles to observe babies’ tongue movement, but thanks to scientific advancement,
now we use ultrasound. Taking research to another level, we also recently developed a device to
measure the softness of 8 mother’s nipples, and we are conducting research into nipple softness.
We will never end our research into baby’s sucking behavior. In addition, we have continued pursuing
innovation in technological fields, such as materials and manufacturing methods, which we reflect in
our product development. We constantly seek the slightest improvements in bottle and nipple
shapes. This culture has been passed down unchanged to the Pigeon of today. Babies’ sucking
behavior is universal, and our nursing bottles, which benefit from Pigeon’s strong global presence,
are currently sold in many countries and regions. We are the No. 1brand in China and have high
market shares in Taiwan, Indonesia, Thailand, and many other Asian markets. Pigeon is convinced
that better products lead to greater happiness for a larger number of babies and families across the
globe. This is the belief that drives our research and development on nursing bottles.

~
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History at a Glance

04

2015

Runfee (baby stroller that runs smoothly over

uneven ground) launched

Market

Capitalization

2021 (¥ billions)
Renewed series of “Bonyu Jikkan®” nursing
. . . . . . . . bottles (designed for use alongside direct [¥N§,§|ﬁ§'§]
For more than 60 years since its establishment, the Pigeon Group has conducted R&D with the aim of bringing happiness feeding) launched 20000
to babies and their families. We offer highly competitive products and services and are expanding our business around the o '
world while growing as a brand supported by our customers. Through our corporate activities based on the Pigeon DNA 2002 First prenatal and postpartum care products 500
and the Pigeon Way, we will continue striving to realize a society where everyone can raise their children with peace of mind “Bonyu Jikkan®” wide-neck nursing bottle launched under the Lansinoh brand
. (which promotes babies’ natural sucking
and thus make the world more baby-fnendly. peristaltic movement) launched 100000
1992 2002
Baby wipes launched Pigeon (Shanghai) Co., Ltd., established
1982 1994 2004
Net Sales Market Capitalization MagMag training cup with adjustable tops for UV baby skincare (first sunscreen skincare Lansinoh Laboratories, Inc., in USA joined
different ages launched product for babies) released the Pigeon Group 80,0001
1974 1985 1997 2009 400
First overseas office established in Singapore Fit (Japan’s first seamless breast pad) Listed on First Section of Tokyo Stock Pigeon India Pvt. Ltd., a sales
launched Exchange subsidiary, established
1949 1975
Dofu Boeki (Pigeon’s predecessor) World’s first diaper liner made using binder- 1987 60,0001
established free manufacturing method launched Chibion digital thermometer for babies
launched
1957 1976
Pigeon Honyuki Honpo (Nursing Bottle World’s first rubber toothbrush for milk teeth 1988
Manufacturing) Corporation launched Shares registered with the Securities Dealers
established Association of Japan (present-day JASDAQ) 40,0004
1977 200
1966 P-type nursing bottle for babies with poor 2014 '
Name changed to Pigeon Corporation sucking strength launched Overseas sales ratio
exceeds 50%
1966
Export business started 20,000
1968
World’s first medicated compact baby
powder launched
\ \ \ \ \ \ \ 0
Jan. 1958 Jan. 1968 Jan.1978 Jan. 1988 Jan. 1998 Jan. 2008 Dec. 2023
Jan. 2019
Dec. 2019
(-month period)
( ) N\ N\ N\ )
1957 1958-1969 1970-1982 1983-1999 2000-2006 2007-2012 2013-2018 2019-
. , A Becoming . Crossn?g the ocean, Listing onthe TOkYO Stock Onward to China, Our global expansion One global Pigeon The future for Pigeon’s
Pigeon’s beginnings a comprehensive baby launching our elder care Exchange, becoming a .
. . then to the world gathers pace under the Pigeon Way brand power
care manufacturer business public company
Pigeon entered the world in 1957 as In 1966, the company name was Pigeon began exporting its products In 1983, Yoichi Nakata was appointed In 2000, Seiichi Matsumura became In 2007, Akio Okoshi was In 2013, Shigeru Yamashita was In 2019, Norimasa Kitazawa was
Pigeon Honyuki Honpo Corporation. shortened to Pigeon Corporation. By in 1966, opening its first overseas Pigeon’s second president, and in Pigeon’s third president and the first appointed the fourth president appointed Pigeon’s fifth appointed Pigeon’s sixth president,
Founder and first president Yuichi this time, Pigeon had developed and office in Singapore in 1974. In 1975, 1988 the Company registered its not directly related to the Company’s of Pigeon. Okoshi’'s term would president. Yamashita brought following his successful work
Nakata worked day and night on launched a diverse product line, Pigeon entered the elder care shares on the over-the-counter founder. At that time, Pigeon’s see further acceleration of the extensive overseas experience in overseeing Pigeon’s expansion in
product improvements, hoping to becoming a comprehensive business. The falling Japanese birth market. Pigeon listed on the Second overseas business accounted for Company’s global business, Thailand, the United States, and China. Kitazawa developed the
bring ever greater happiness to a manufacturer of baby care products. rate meant that exploring overseas Section of the Tokyo Stock Exchange less than 10% of net sales. with expansion into India, elsewhere. This experience led Pigeon Way's “Mission” into a new
new generation of infants. “The field In1969, however, a small trace of markets and other care-related in1995, and then the First Sectionin Nevertheless, Matsumura identified Turkey, Malaysia, South Korea, him to strongly believe in the “Purpose”: “We want to make the
of nursing bottles holds dreams for formalin was detected in the nipple of industries was an essential step for 1997, continuing its journey toward global markets as a future growth and other regions. In Japan, importance of uniting the “heart world more baby-friendly by
the future,” said Nakata, “and if we a Pigeon nursing bottle. Although the the company. becoming a public company. In 1991, driver and led the Company’s where birth rates continued to and soul” and “actions” of Pigeon furthering our commitment to
work hard to make exceptional amount found was too small to cause Pigeon established the Central full-fledged entry into China in 2002. fall, Pigeon adopted new growth employees around the world, and understanding and addressing
products we will undoubtedly harm, we received protests and Research Center. Two years later, in Two years later, in 2004, Matsumura strategies, entering fields such in 2014 he established the Pigeon babies’ unique needs.” Kitazawa's
succeed.” product returns from customers. The 1993, it expanded into childcare broadened the scope and territory as baby strollers. Okoshi also Way. Pigeon’s global performance business strategy is aimed at
lessons learned from this incident services. In1990, Pigeon established of Pigeon’s global business further led extensive internal reforms to remained solid, exceeding ¥100 improving Pigeon’s brand power
helped shape the Company’s its first overseas manufacturing by adding U.S.-based Lansinoh the Company’s personnel and billion in sales by 2018. and strengthening the Company’s
commitment to quality control and center in Thailand. These diverse Laboratories, Inc., then an OEM other systems, seeking new ESG/SDGs commitments in pursuit
led to the establishment of the Pigeon initiatives would drive strong growth supplier of breast pads and other modes of expansion. of still greater growth.
Customer Service Center. in the years to come. items, to the Pigeon Group.
|\ J J J J J
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Business Overview

06

Current Status of the Pigeon Group (As of December 31, 2023)

Pigeon Corporation is a leading global company in baby products that has been supporting babies, mothers, and
families around the world for more than 60 years since its establishment in Japan.

Effective from the year ended December 31, 2020, the Group has four business segments for reporting purposes: Japan Business, China Business,
Singapore Business, and Lansinoh Business.

Net sales

Lansinoh Business

19.6%

¥]8,480 million

Consolidated operating income
Consolidated*?
¥-| O,?26mi|li0n Margin:”.4%

@ Jspan Business
¥2,006milli0n Margin:5.4%

China Business
¥8,85 8mi||i0n Margin:26.8%

Singapore Business
¥-| ’ 235mi|lion Margin:9.4%

() Lansinoh Business
¥1,453million Margin:?.g%

*2 The consolidated operating income figure refers to the amount
after segment profit adjustments, which mainly comprise expenses
associated with administrative departments.

Japan Business

39.0%

¥3 6,865mi|lion

Consolidated
Net Sales*

94,461 mcn

Share of net sales
(Sales)

Singapore Business China Business

13.9% 35.0%
¥]3,085mi|lion ¥33,045mi|lion

*1The consolidated net sales figure refers to the amount after
elimination of intersegment transactions.

ROE* ROIC*

il 9.6. 9.3

Number of Employees

i 3,618

worIdW|de includes
part-time employees)

™\ Countries/Regions

1
vz More than 9 O

Ratio of Non-Japanese
Employees* Employees

67 61

Managers
4 O %
*3 Return on equity (ROE): The denominator is the average of the figures at the beginning and end of the fiscal year.
*4 Return oninvested capital (ROIC) is defined as net operating profit after tax (NOPAT) divided by invested capital.

This figure is calculated using a tax rate of 30.0%. Invested capital is calculated using the average of the beginning and year-end figures.
*5 Ratio of employees with nationality other than Japanese.

Ratio of Female Ratio of Female

Pigeon Integrated Report 2023

Japan Business

Lansinoh
Business

Mainly North America,
Europe, and China

Products/Services

Baby and mother care products, childcare services, operation of in-company childcare facilities, preschool
education services, aging-prevention products, elder care products and services*®

Business Conditions and Group Strengths

Despite concerns about declining childbirths in this market,
we have developed and launched a wide range of high-
quality products based on more than 60 years of research
into breastfeeding and early childhood development,
resulting in widespread recognition of Pigeon as a leading
and trusted company in the industry. Leveraging this trust,
we are rigorously launching new, highly competitive products
and improving the quality of our offerings in the areas of
child-rearing support, healthcare, and elder care.

Sales/service: 4 bases Production: 3bases

‘D .
\ Z) == @

*6 As for Pigeon Manaka Corporation, which provides elder care services, on April 1,2024, we transferred our entire holding of
Pigeon Manaka Corporation (67.0% of voting rights) to Marumitsu Corporation.

Baby and mother care products

Business Conditions and Group Strengths

We offer new ways of living with an emphasis on nursing
bottles, nipples, and skincare products together with the
hundreds of other products in China under the Pigeon brand.
We have both production plants and sales companies
catering to core products in China and are strengthening our
initiative in the growing e-commerce field under an efficient
production and supply system.

Baby and mother care products

Business Conditions and Group Strengths

We sell baby and mother care products under the Pigeon
brand. In particular, Indonesia and India are positioned as
priority markets, and we are strengthening our production and
sales systems, including collaboration with local partners, to
meet the diverse needs of each region. In addition to our goal
of further business expansion in the Middle East and Oceania,
we are working to expand into Africa, and are establishing a
local subsidiary in Kenya in 2023.

Products/Services

Baby and mother care products

Business Conditions and Group Strengths

We sell breastfeeding-related products under the Lansinoh
brand, and mainstay nipple care cream and breast milk
storage bags have been well received by consumers,
particularly in the key market of the United States. We are
strengthening our brand while expanding product categories
such as nursing bottles and birth preparation and recovery
products in the United Kingdom, Germany, and other
European countries, as well as China.

Sales/service: 3bases Production: 2 bases

Sales/service: 4 bases Production: 4 bases

S 4

_T:'é i 3’ . A- B

- . _7.- e St -:-|
| i pRai 23

Sales/service: 6 bases Production: 1base

I@ Pigeon Group Business Structure
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To Our Stakeholders
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Norimasa Kitazawa
President and CEO

Creating New Business Areas and a Long-Term Plan to

Realize Our Purpose

Formulation of the 8th Medium-Term
Business Plan

The Pigeon Group conducts business with a dedication to our
Purpose: “We want to make the world more baby-friendly by
furthering our commitment to understanding and addressing
babies’ unique needs.”

In February 2023, the Group announced the 8th Medium-
Term Business Plan, covering three years from the fiscal year
ending December 2023, following a review of the Key Issues

Pigeon Integrated Report 2023

(Materiality) that must be resolved to realize our Purpose.
Amid a rapidly evolving global business environment, we have
established three fundamental strategies—Brand Strategy,
Product Strategy, and Regional Strategy—to achieve
sustainable growth while flexibly adapting to environmental
changes. Furthermore, alongside strengthening existing
business areas, we are committed to actively restructuring
our business by focusing on exploring and cultivating new
growth areas where the insights of the Pigeon Group can be
utilized to their fullest potential.

Medium-Term Stability and Growth Toward
the Future

Considering the heightened uncertainty in market outlooks,
compounded by the challenges posed by the COVID-19
pandemic, the rationale behind pursuing business restructuring
becomes apparent. The pandemic has led to significant declines
in birth rates in Pigeon’s key markets such as Japan and China,
alongside restrictions on economic activities, thereby impacting
our performance. Looking at the global perspective, the birth
rates in our targeted regions represent less than 30% of the
worldwide total, indicating a sizable untapped market of
approximately 100 million babies per year, offering significant
business opportunities for Pigeon. However, when projecting
ahead over spans of three years, five years, and beyond, it
becomes clear that solely concentrating on existing markets
and initiatives, such as enhancing our market share in
nursing bottles and nipples or expanding skincare product
sales in primary markets, will not suffice to propel our
business onto a long-term growth trajectory, even if it
bolsters our business in the short term. To truly fulfill our
purpose of creating a more baby-friendly world while
maintaining our business foundation and achieving stable
medium-term growth, we must also set our sights on the
future. This entails boldly transcending existing boundaries
to explore and cultivate new areas of opportunity.

Cultivating New Areas in 2023
(Individual Issue: Creating New Business)

In the inaugural year of the 8th Medium-Term Business Plan, our
focus was on strengthening existing domains while venturing
into new areas where Pigeon’s strengths could be harnessed.
Specifically, with respect to new areas, we are pleased to
witness the emergence of fresh growth opportunities, fueled by
a diverse array of employee ideas and fostered by the
development teams within each of the four business segments.

For example, baby-care appliances have seen notable
success in the Japanese market. Our electric nasal aspirator,
launched in August 2023, has been well-received for its suction
power, comparable to devices used in ear, nose, and throat
(ENT) clinics, enabling efficient removal of baby nasal mucus. Its
positive reception has resulted in strong sales. Moreover, sales
of household appliances priced above ¥10,000, including bottle
sterilizers and dryers, have also risen, further bolstering our
overall performance.

In the Chinese market, we have expanded our core customer
target demographic by focusing on toddlers, introducing
skincare products for kids aged three and older. In addition, we
have launched products to facilitate a natural and smooth
transition from breastfeeding (using nursing bottles) to weaning
and are actively promoting their adoption through aggressive
marketing efforts.

Products for prenatal and postpartum care, targeting
mothers before and after childbirth, have experienced notable
sales growth, not only in North America but also in European
markets, largely driven by our Lansinoh Business. This category
presents a promising new area for expansion. We will further

develop this range of products across all four business
segments, considering regulatory requirements in each country.

As a strategic move looking ahead to the next decade, we
established a local subsidiary in Kenya in October 2023. This
milestone marks Pigeon’s inaugural venture into Africa, with
operations overseen by our Singapore Business, as we undertake
comprehensive market development efforts. We have assigned a
dynamic employee from Japan to the local subsidiary, and we are
thrilled to receive her enthusiastic reports, brimming with
excitement about the opportunities she is eager to pursue.

To further explore new territories, we have established the New
Business Development Meeting, comprising executives and key
members from each business segment. Led by Director Kevin
Vyse-Peacock, who heads the Lansinoh Business, the meeting
regularly conducts discussions to share and evaluate ideas from
each segment and explore the potential for mergers and
acquisitions (MEA).

Steady Achievements Amid Declining Sales
and Profit in Fiscal 2023

As positive outcomes begin to emerge in new business areas,
we have observed year-on-year growth in sales across our
existing areas of nursing bottles and nipples. However, in terms
of fiscal 2023 performance, we encountered rapid changes in
the business environment early on, leading to challenging
results that fell short of our initial plans.

A significant factor contributing to this was the decline in
purchases of Japanese brands observed in mainland China
during the fourth quarter. Until the third quarter, we were
progressing above the levels of the same period the previous
year. With the end of the pandemic, we intensified our activities
by actively investing in selling, general, and administrative
expenses. However, our business in China was forced to
decelerate sharply due to the impact of the Advanced Liquid
Processing System (ALPS)-treated water released into the
ocean in late August 2023.

In fiscal 2023, net sales decreased 0.5% year on year to ¥94.4
billion, operating income decreased 12.1% to ¥10.7 billion, ordinary
income fell 14.4% to ¥11.5 billion, and net income attributable to
owners of parent decreased 13.5% to ¥7.4 billion. This represents a
challenging start toward achieving the goals of our 8th Medium-
Term Business Plan. However, at present, we have no intention of
altering the Plan’s objectives. As mentioned earlier, last year saw
the emergence of new categories within each business segment,
and we have implemented measures to foster their growth this
fiscal year. Furthermore, we are actively working to revitalize our
operations in China, which | will elaborate on later. Therefore, we
remain committed to achieving our initial targets by the final year of
the plan. | firmly believe that with the collective creativity and
collaboration of every employee worldwide, our goals are entirely
within our grasp. In today’s unpredictable landscape, where
unexpected events are frequent, | advocate for focusing our
resources and efforts on long-term milestones rather than short-
term revisions. In addition, by cultivating the ability to adapt flexibly
to unforeseen changes in the environment, we are adopting a more
pragmatic approach.

P.20- Toward Sustainable Growth: The 8th
: Medium-Term Business Plan
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Sowing the Seeds of Future Growth

Despite the volatile external environment, we are steadily
implementing measures within our control, with some dynamic
changes emerging.

One aspect is the establishment of a system where employees
and development teams can continuously bring to market new
products and services conceived through innovative thinking, even
given uncertain market conditions. High-quality and intriguing new
products, tailored to local needs, are emerging in various
categories across different regions. This is partly due to the
effectiveness of having development teams for each of the four
business segments, enabling the swift market entry of good
products and facilitating a trial-and-error approach where
subsequent actions are determined based on market feedback.
This background is supported by the ability to balance in-house
production with external outsourcing, without being fixated on
mass production, as well as the existence of diverse sales
channels. Various avenues for distribution, including baby specialty
stores, chain drugstores, and our own website, facilitate the
dissemination of our products. This diverse array of channels also
serves as a foundation for expanding sales rapidly across other
channels when a popular product gains traction.

In addition, a more significant change we have observed is
the increased vibrancy and dynamism within our organizational
culture. Having gone through the experiences of the COVID-19
pandemic, communication within our organization is now more
active and engaged than ever. Efforts to instill the Pigeon DNA
and the Pigeon Way have been ongoing, and with the update of
our corporate philosophy, the Corporate Branding team at the
Global Head Office (GHO) took the lead in visiting global group
offices to ensure thorough internal education on our Purpose
and Vision of a Baby-Friendly Future. These activities are now
carried forward by the brand management departments at each
local site. As a result, even with staff changes, we have
established an organizational foundation that consistently
understands and resonates with our Purpose.

Commitment to Enhancing Employee
Engagement

In 2019, we introduced the Pigeon Frontier Awards (PFA), a program
that recognizes innovative ideas from employees. From this
initiative, the “My Purpose Project” was launched, which focuses on
our Purpose. This project encourages employees to engage in
group discussions to define their individual purposes. In the
engagement survey conducted in 2023, “empathy toward our
Purpose” scored 3.8 out of 5. While there is room for improvement,
this is not a poor result and reflects the success of our efforts to
promote understanding and awareness of our Purpose.

In addition, various ideas from the PFA have been linked to new
businesses. In 2023, all three product ideas that made it to the final
screening in 2022 entered the development phase. One of them is 3
mouth care product for the morning sickness period conceived by an

Pigeon Integrated Report 2023

employee who was in their first year at the Company when submitting
the idea. Furthermore, a temporary employee proposed the
repurposing of nursing bottles filled with memories, which culminated
in the launch of Bonyu Jikkan® Parts (straw and lid for nursing bottles)
in August 2023, receiving incredibly positive feedback.

The initiative to actively incorporate ideas and concepts from
employees not only contributes to fostering a vibrant
organizational culture but also, coupled with a sense of shared
purpose, leads to enhanced employee engagement. Starting from
2024, the Human Resource Department has been transferred from
under the umbrella of the Japan Business to the GHO. Drawing
inspiration from the initiatives of overseas Group companies that
lead in areas such as diversity and the active participation of female
employees, we aim to incorporate employee engagement
indicators into long-term incentives for executive compensation.
This is in our pursuit to be listed among the “White 500” companies

recognized for excellence in health and productivity management.

P 48- Managing Talent and Cultivating the
! Right Culture for Our Purpose

Sustainability as Essential for Manifesting
Our Purpose

When considering the world we aspire to build based on our
Purpose, sustainability initiatives emerge as essential pillars. In
recent years, we have been advancing sustainability disclosures
while also strengthening our internal structure through the
establishment and operation of the Sustainability Committee.

We strive to reduce the environmental impact in all the
countries and regions where we operate to leave a rich earth for
the future of babies born tomorrow, while also addressing
societal challenges that affect infants and families.
Furthermore, within the Sustainability Committee, we have
accelerated our efforts globally by addressing individual issues
based on identified Key Issues (Materiality), monitoring the
progress of our environmental vision, the Pigeon Green Action
Plan, and conducting quantitative analyses of climate-related
risks and opportunities, along with reporting the results.

In September 2023, we signed the pledge to support the UN
Global Compact. In 2024, we plan to commence comprehensive
human rights due diligence and strengthen our efforts in areas
such as human rights, labor, environment, and anti-corruption.

| believe that working toward sustainability has a positive
impact on Pigeon’s profitability. Moreover, engaging in
activities that contribute to societal sustainability is
undoubtedly fulfilling for our employees. Our commitment to
sustainability has been highly praised externally, and we
received an “AA” rating for the first time in the MSCI ESG
ratings, reflecting our efforts in this area. In Japan, Pigeon’s
educational program “Lessons for Learning About Babies,”
which is conducted nationwide for junior high school
students, received an Encouragement Award for fiscal 2023
in the Commendation for Companies Promoting Youth
Experience Activities organized by the Ministry of Education,
Culture, Sports, Science and Technology.

P.32- Promoting Sustainability
: Management

Priority on Recovery in Mainland China
Business in 2024

To achieve stable medium-term growth, we will continue to focus on
brand and product strategies in fiscal 2024, working to strengthen
existing business areas and cultivating new areas globally.

Our primary focus will be on the recovery of our business in
China. We will prioritize revitalizing sales and market share in
mainland China, actively executing growth investments. Despite
a declining birth rate trend there, it remains a vast market where
more than nine million babies are born each year, making it a
cornerstone for Pigeon. In fiscal 2023, our mainstay nursing
bottles and nipples maintained an annual market share above
40%* and our skincare products retained their market share. We
will continue to strengthen monozukuri (manufacturing) and
increase product unit prices in existing areas. Simultaneously, in
new business areas, we will strive for sustainable growth by
nurturing the toddler market segment. To facilitate the recovery
of our business in mainland China, we will significantly
strengthen investments in growth domains, particularly
e-commerce, which accounts for more than 70% of our sales, as
we aggressively pursue a comeback in fiscal 2024.

In the Japan Business, even after implementing two price
revisions in 2023, our mainstay nursing bottles have continued
to maintain overwhelming market share, reaffirming the
strength of our brand. We are particularly delighted to have been
able to leverage our strengths and uniqueness to achieve new
value creation, including contributions from new business areas.
In 2024, we will continue to focus on leveraging Pigeon’s
research-and-development capabilities to generate new value,
aiming to improve profitability.

Inventory levels, which posed a challenge for the Singapore
Business in 2023, are anticipated to normalize. We will now
concentrate on rebuilding via our nursing bottles, nipples, and skincare
products. In nursing bottles and nipples, we will focus on further
expanding sales through the rebranding of high-profit wide-neck
bottles boasting exceptional functionality. In skincare, we will expand
the product lineup of our Natural Botanical Baby series and enhance its
exposure. We will also utilize the official character of the Pigeon brand,
Howapipi, to again propel us onto a growth trajectory.

In the Lansinoh Business, we will continue to focus on stable
growth in existing areas, centered on our mainstay products with
No. 1 market share. We will also expand product categories,
including new areas, while maintaining our commitment to
growth investments.

While pursuing growth in each segment, we will effectively utilize
the assets of both the Lansinoh and Pigeon brands, ensuring the
realization of synergies without cannibalization. The sales ratio of
nursing bottles and nipples in the Lansinoh Business, originally
focused on nipple care for mothers, has already increased to
around 8%. This demonstrates the strength of the Lansinoh brand
and the product quality backed by Pigeon’s baby research,
achieved without additional marketing investments. Looking
ahead, in the Japanese market, we will enhance the offering of
products supporting mothers, including prenatal and postpartum
care, drawing on the expertise developed by the Lansinoh
Business. This will drive further business growth in each market.

*Pigeonresearch | £ res Sateoy

Implementing Capital Policies Based on a
Solid Financial Foundation

Regarding finances, we maintain operational flexibility through debt-
free management. As of December 31, 2023, our cash and cash
equivalents amounted to ¥34.3 billion. During discussions with
investors, we occasionally receive inquiries about our approach to cash
position. Pigeon aims to maintain reserves equivalent to two to three
months of working capital for each business segment. In addition, as we
have begun actively considering M&A opportunities, we do not currently
perceive our cash position as excessive. Furthermore, our consolidated
payout ratio has exceeded 100% recently. We recognize the importance
of aligning this with profit levels; thus, we are committed to further
improving performance in each business segment. Regarding returns to
shareholders, we plan to continue providing stable dividends in line with
the policy set forth in the 8th Medium-Term Business Plan.

Pigeon is dedicated to driving business growth by leveraging our
strengths in research and development and implementing rapid
business expansion tailored to regional characteristics through our
brand and product strategies. We appreciate the ongoing support
of all stakeholders as we move forward.

P.20- Toward Sustainable Growth: The 8th
: Medium-Term Business Plan
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Initiatives to Improve
Corporate Value

| PVA—AnN Independent Performance Indicator Aimed at Enhancing Corporate Value

Pigeon positions its unique Pigeon Value Added (PVA) as a key performance indicator based on added economic value.

PVA is calculated by deducting the cost of capital from net operating profit after tax (NOPAT) and expresses the financial
amount of corporate value generated through our business activities that exceeds the cost of capital. PVA is designed to assess
how efficiently limited resources such as funds and assets have been utilized to maximize returns. By evaluating the absolute
value rather than the ratio, PVA helps prevent a diminishing equilibrium in business, ensuring a solid foundation for future growth.

Pigeon currently sets the WACC in the PVA calculation at 5%, but periodically (twice a year) the actual value is calculated. We
verify the reasonability of the set values (cost of equity is calculated on a CAPM basis). We will continue to consider the
appropriate level of WACC through dialogue with investors and other parties.

[ Formula: PVA = NOPAT - Cost of capital (Invested capital x WACC) ]

| Introduction and Use of PVA

Pigeon introduced PVA in 2013 as a tool to pursue three key elements simultaneously: profitability, efficiency, and growth across
the entire Group. The utilization of PVA extends not only to the overall Group but also to individual business segments and
companies, with the achievement of PVA goals being incorporated into the compensation system for full-time Directors.

The adoption of PVA concepts and the dissemination of a PVA tree within the Pigeon Group have resulted in clearer
identification of areas for improvement and specific actions to enhance PVA. Furthermore, a common Group-wide
understanding of PVA leads to shared goals, which fosters greater collaboration among departments. In addition, the mindset
of employees, which used to be heavily focused on sales and profits, has been elevated to embrace concepts such as cash flow
management and corporate value. To promote the adoption of PVA, internal study sessions are organized not only for top
management but also for all employees, thereby ensuring their comprehension. By breaking down PVA into a tree-like
structure, as depicted in the diagram below, Pigeon aims to visualize how everyone’s tasks contribute to its various
components.

Pigeon utilizes the PVA tree to facilitate dialogue and discussions with stakeholders through external disclosure.

PVA Tree for the Fiscal Year Ended December 2023

Consolidated Operating income Net sales
Top: December 2023 Target Target 12,400 Target 100,000
Mid: December 2023 Results | NOPAT* Results 10,726 Results 94,461
Bottom: December 2022 Results* PFY 12,195 PFY 94,921
(¥ millions) Target 8,680
Results 7,508 Income taxes — Cost of sales
PFY 8,537
Target 3,720 Target 51,800
Results 3,218 Results 49,008
PFY 3,659 PFY 50,087
PVA —1— Invested capital —— Working capital ——— Tradereceivables — SG&A expenses
Target 4,816 Target 77,276 Target 23,465 Target 16,382 Target 35,800
Results 3,480 Results 80,559 Results 23,811 Results 15,194 Results 34,726
Previous fiscal 4,617 PFY 78,381 PFY 23,966 PFY 16,114 PFY 32,638
year (PFY)
— Fixed assets — Inventories
Target 34,872 Target 14,050
Results 35,115 Results 14,427
PFY 33,189 PFY 14,012
Cashand other
] WACC ~ assetsand liabilities — Trade payables
Common 5.0% Target 18,940 Target 6,967
*The tax rate is 30%. Results 21,632 Results 5,809
Note: Asset and liability items are averaged at the PFY 21,226 PFY 6,160

beginning and end of the period.
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| Current Status Analysis

Our challenge is the recovery and growth of various PVA components

Currently, Pigeon’s ROE is above WACC (our set value of 5%).

However, the main markets are suffering from market turmoil, a decline in the number of births, and soaring costs, among other
factors, with the COVID-19 pandemic as the starting point. In 2023, sales in China slowed due to the release of ALPS-treated water and the
Company continues to face difficult conditions regarding business performance. Accordingly, the levels of PVA and its various constituent
indicators have been on a downward trend.

As the stock price level is generally in line with the trends of PVA and other KPIs, we recognize that the recovery and growth of PVA and
its various PVA components is an important issue for improving corporate value.

(%) (¥ millions)
25.0
20.0 - == -
15.0 - St
100 - B . BN S . L e 6,000
4,000

2.0 - B S e I L 2,000
0.0 0

201711 2018/1 20191 2019/12. 2020/12 202112 2022/12 2023/12
(11-month period)
NOPAT (¥ millions) 1 PVA (¥ millions) == ROE (%)~ ROIC (%) the igeon Groupchanged s hocatyearcnd fomamiary
31 to December 31. Therefore, fiscal 2019 was a transitional

period of 11 months (February 1-December 31, 2019).

| Future Initiatives

Pigeon will promote the following initiatives to enhance corporate value through improvement of PVA and various KPIs, which
are important management indicators.

Improvement of PVA
- Execution of various strategies (e.g., the 8th Medium-Term Management Plan) to improve profitability Value Creation Story
- Utilization of PVA to examine the business portfolio and optimize the allocation of management resources
Various KPIs that are components of PVA are used to verify each business’s performance and examine the business
portfolio, aiming for an optimal business structure and the optimal allocation of management resources to achieve it.

- Efforts to reduce working capital
With “invested capital,” one of the components of PVA, we will promote the optimization of capital efficiency, especially
by properly managing inventories and reducing excess inventory, which will lead to further improvement of PVA.

Further promotion of stock price conscious management

- Incorporation of various performance and stock price indices into the calculation standards for executive compensation
The compensation calculation for directors (excluding independent outside directors) incorporates KPI progress
evaluations such as PVA and ROIC and is designed to foster a high awareness of various management indicators and the
cost of capital among the management team. In addition, to be in the “same boat” (sharing awareness of interests with
shareholders), TSR as a stock price index is incorporated into the basis for the calculation of executive compensation, and
we will promote efforts to enhance corporate value over the medium to long term.

- Disclosure related to ESG and materiality, and enhancement of dialogue with our shareholders, investors, and other stakeholders
We will continue to enhance and improve the content of our disclosures, as well as that of our activities, to enhance the
corporate value of the Group. In addition, we will actively hold IR meetings, briefings, and other dialogues with various
investors and other stakeholders to promote a better understanding of our company’s situation and activities.

IR meetings with institutional investors Total number of dialogues: 332 (fiscal 2023)

Status of Dialogues with Shareholders and Investors https://www.pigeon.com/sustainability/files/pdf/dialogue_shareholders2404e.pdf
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Value Creation Story

Corporate Philosophy (Foundation of Value Creation)

Pigeon DNA<Pigeon Way

Purpose:We want to make the world more baby-friendly by furthering our commitment to M
understanding and addressing babies’ unique needs

Sources of q R L.
Value Creation Business Activities and Value Proposition Corporate Value Created Long-Term Value
Co-Creation with Society
Human capital High-quality nursing bottles Economic Value Vision of 3
The Pigeon DNA and the Key Issues and nipples that can be used Final fiscal year of the Baby-Friendly Future:
Pigeon Way practiced by (Materiality) with peace of mind, developed 8th Medium-Term Business Plan . .
employees based on intensive research _|.| 3 8 SIX FaceS Of SOCIety
Group total: 3,618 employees of nursing and baby’s Net sales ¥ billion
(As of December 31, 2023) é sucking behaviors : ]
N «¥5B.5 i @0
= Gross profit ¥ .Jbillion @3) N
. . . Enhancing Business ting i i Babies are part of
Financial capital Competitiveness and Resilience Unique products and services Operating income ¥-| 6 . O billion everyoness overyday life
Consolidated net assets: c that solve areas of concern in 7 O .
¥81.0 billion (] baby care PVA ¥ [ .U billion o 0
Equity ratio: 77.2% ’ © o
(Fiscal 2023) a . O o)
2 China ROE -|4 % or more < T =
Reducing Our Environmental Impact o Business Loose, friendly ties facilitating
E ROIC -l 5 O % or more easy cooperation around raising children
Intellectual capital Cg Information sharing ar)d other acFivities : 0 2 oj
Know-how and intellectual property 0O m to support breastfeeding worldwide o, s
derived from more than 60 years of @ (including operation and support of - g o
intensive research of nursing and g lactation lounges and support for o
baby’s suck.ing behaviors, ' S o promotion of human milk banks) Socia' Value &
manufacturing, sales, and service Contributing to the - Creativity from babies brin 35
Brand value: US$564 million* Resolution of Social Issues 1 Singapore estivity fro es brings %
*From Best Japan Brands 2024 (Interbrand) E . excitement to society =]
S Business Environment <
Q\O — Realize the Pigeon Green Action Plan 0
0 ) O o
| [ ) Baby-friendly and M
Manufacturing capital = eco-friendly monozukuri
Global quality control Managing Talent and Cultivating (manufacturing) No barriers to raising children
Production: 3 bases in Japan, the Right Culture for Our Purpose Social
7 bases overseas ~ . Contribute to the resolution of social
~3 Lan§|n0h issues surrounding babies and families
r
_I:EEL EUSIEsE Support activities for babies All babies are helped to develop and grow,
requiring specialized care regardless of the conditions of their birth
Relationships of trust Establishing Solid (collaborative research
with consumers, Management Foundations with NICUs, prqducts for Human resources o
. P.19 premature babies)
business partners, 9| Foster human resources who ?
and medical enhance corporate value
f : | A comfortable world where babies
protessionals . , . . are not troubled by environmental risks
Plgeon GFOUp s operating environment 1

- J

Quality (Pigeon

Quality Standards) Supply chain

Business foundation

Corporate governance

Research and development, P.36
monozukuri (manufacturing) L-J

Based on our Purpose, “We want to make the world more baby-friendly by furthering our commitment to understanding and addressing babies’ to address materiality while reducing environmental impact and solving social issues surrounding babies and their families in all the countries and
unique needs,” the Pigeon Group has updated the Key Issues (Materiality) that we must address to foster a sustainable society through our

business activities and enhance our corporate value. Drawing upon our “sources of value creation,” which include human capital and financial

regions where we conduct business.

To make the world more baby-friendly, we, the Pigeon Group, aim to drive sustainable growth and enhance corporate value as a leading global
capital, we will harness our strengths to provide unique, high-quality products and services that solve areas of concern in child-rearing for babies company in the niche field of baby products.
and their families worldwide. This includes providing nursing bottles and nipples, where we command the top global market share. Our mission is
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Vision of a Baby-Friendly
Future

~— Vision of a Baby-Friendly Future: Six Faces of Society ==
We want to make our world more baby-friendly. / / /

We have depicted the “baby-friendly world” envisaged N 0 J= Babies are part of everyone’s everyday life
in our Purpose in terms of the six faces of society. @ "' Create more opportunities to encounter babies in everyday life,
making everyone feel closer to them.

We will introduce our activities working toward

the Vision of a Baby-Friendly Future in this report.
Loose, friendly ties facilitating easy cooperation

0 O 3round raising children

Z } o N™> Foster more loose, friendly ties between parents and others to
) make discussion and mutual aid easier, instead of leaving parents
to bear the entire burden of childrearing.

\
~

Creativity from babies brings excitement to society

Turn scenes from daily life into moments that encourage
creativity from babies, instead of seeing parenting as simply
“child-minding.”

o) No barriers to raising children

0.
Prepare flexible systems and career stages for employees having

and raising babies, instead of making them choose between
children and career.

All babies are helped to develop and grow, regardless
of the conditions of their birth
Reach out to ensure that all babies have the chance to develop, and

that their parents feel secure raising them, regardless of the
conditions of their birth.
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A comfortable world where babies are not troubled by
% environmental risks

Review business activities to eliminate environmental burden, and alert
society to the risks babies may face during their lives in the future.

oo \ J

@ Initiatives for Recycling Used Nursing Bottles <'ﬁ@> Lessons for Learning About Babies: For a Baby-Friendly Future

16

Pigeon has recently launched in Japan a new bottle cap and straw cap designed to
fit onto “Bonyu Jikkan®” nursing bottles, eliminating the need for disposal. This
innovative solution enables families to preserve the cherished memories of their
baby nursing earnestly with their tiny mouths. The straw cap means babies can
continue drinking at home with their favorite bottle using a straw, while the bottle
cap transforms the bottles into versatile containers for food, snacks, or small
items. Pigeon has received positive feedback from customers for these products.
Furthermore, we are driving circular manufacturing practices both in Japan and
abroad by collecting and recycling used nursing bottles (glass or plastic), nipples,
hoods, and caps, sorting them by material. Rather than solely creating products,
we are committed to thinking and acting for the future, aiming to build a
comfortable world where babies are not troubled by environmental risks.

Pigeon Integrated Report 2023

The trend toward nuclear families and an aging population, coupled with a declining birth rate, has led
to fewer opportunities for individuals to interact with babies from a young age, contributing to a lack of
understanding about childbirth and childcare in Japan. In response, Pigeon offers educational
resources for its nationwide program, “Lessons for Learning About Babies: For a Baby-Friendly Future,”
targeting junior high school students to cultivate their interest in and concern for babies, prompting
reflection on their societal roles and encouraging proactive measures to create nurturing environments
for infants.

By December 31,2023, around 27,000 junior high school students had participated in this program. In
some schools, Pigeon employees conduct visits to provide hands-on experiences, including holding
baby dolls, wearing pregnancy jackets for simulated pregnancy experiences, and testing baby strollers,
aiming to deepen students’ understanding of babies and families.

Pigeon’s efforts toward junior high school students, who will carry the next generation, have
garnered recognition from external sources. Pigeon won the Encouragement Award for fiscal 2023 in
the Commendation for Companies Promoting Youth Experience Activities organized by the Ministry of
Education, Culture, Sports, Science and Technology. We remain committed to realizing a society that
fosters loose, friendly ties facilitating easy cooperation around raising children.

Pigeon Integrated Report 2023
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Toward Sustainable Growth

18

I Pigeon Group’s Operating Environment <Risks and Opportunities in Sustainable Management>

In Japan and China, which account for a large portion of the Pigeon
Group’s sales, the decline in birth rates has accelerated, a trend
amplified by the COVID-19 pandemic. This decline continues even as
the prevalence of the infectious disease has normalized.
Nonetheless, there were still numerous markets the Group had not
yet entered, such as the Africa region, where birth rates are on an
upward trajectory, offering substantial opportunity for business
growth. Moreover, as climate change advances and natural disasters
become more frequent and severe, governments around the world
are increasingly committing to achieving a carbon-neutral society,
demanding that companies take decisive action toward Social issues
decarbonization. Many countries are also now enforcing stricter - One in seven babies worldwide (more than 20 million annually)
regulations on single-use plastics, while there is ongoing discussion is born with a low birthweight of less than 2,500 grams*2
. . . . . . - More than 80% of the world’s 2.5 million newborns who die

about an international treaty for preventing plastic pollution, driving every year are of low birthweight*2
the rapid transition to a circular economy. - Consideration of local communities and human rights

In addition to addressing environmental challenges, companies - Diversification of work styles
are focused oninitiatives related to human capital as a critical step in
achieving sustainable growth. From a risk management perspective,
there is a growing expectation for companies to undertake activities
in respect of human rights not only for their employees but also for
everyone throughout the supply chain.

*1Source: United Nations “World Population Prospects 2022” https://population.un.org/wpp/
*2 Source: UNICEF News, May 15, 2019 https://www.unicef.or.jp/news/2019/0071.html

Birth rate trends

- Declining birth rate in key markets (Japan, China)*'
-Increasing birth rate in the Africa region*'

Environmental issues

- Accelerating global efforts to achieve a decarbonized society
- Escalation and increased frequency of natural disasters

- Transition to a circular economy

- Marine pollution caused by microplastics

- Biodiversity degradation

Rapidly changing business environment

- Intensifying competition due to a growing e-commerce market
- Diversification and increasing complexity of supply chain risks

| Process for Identifying and Reviewing Key Issues (Materiality)

In April 2019, we identified the Key Issues (Materiality) that we must address to foster the development of a sustainable society through our business
activities and enhance our corporate value. The specific process entailed identifying social issues based on international standards and guidelines such as
IS0 26000, the Global Reporting Initiative (GRI) standards, and the Sustainable Development Goals (SDGs), as well as evaluation criteria from major
environmental, social, and governance (ESG) rating agencies, and pinpointing issues recognized by management. Based on our understanding of the social
and business environment, we also examined risks and opportunities and collated issues in our value chain. We then identified the Key Issues (Materiality) in
terms of theirimportance in building a sustainable society and theirimportance in our business from the perspective of enhancing our corporate value.

In2022, we conducted a review of materiality given significant changes in our business and the social environment. The Sustainability Committee and
the Governance Committee engaged in discussions on multiple occasions to exchange insights aimed at establishing a foundation for value creation and
driving a business that balances both economic and social value while achieving our Purpose, “We want to make the world more baby-friendly by furthering
our commitment to understanding and addressing babies’ unique needs.” Five Key Issues that ought to be addressed over the medium to long term were
uncovered and subsequently approved by the Board of Directors in December 2022. These Key Issues, together with the medium- to long-term
environmental goals of the Pigeon Green Action Plan, serve as the guiding principles for achieving our 8th Medium-Term Business Plan through which we
will strive to create corporate value by realizing our Purpose and secure sustainable growth by working to achieve the SDGs.

-
<4 \> Key Issues (Materiality) Review the process for Key Issues (Materiality)
=
> Five
2 Key Issues . . , ) '

o q A Outlined the Pigeon Group’s operating environment
9 Medium-Term Business Plan 9 psoe 9
2 and its implementation
(3]
o
S Exchanged insights Exchanged insights
= in the Sustainability inthe Governance
é_ Economic value Social value Committee (multiple times) Committee (multiple times)
Importance to business High)
Key Issues approved by the Board of Directors
Achieve our Purpose
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Pigeon Sustainable Action

Pigeon’s Purpose is to make the world more baby-friendly
by furthering our commitment to understanding

and addressing babies’ unique needs.
- . -

In order to create a baby-friendly future,

we aim to grow sustainably as an indispensable

part of society by reducing our environmental impact

and resolving the social issues that affect babies

and their families across all the countries and regions

where we operate, and by embracing the challenge of

new business endeavors.

Key Issues (Materiality) to Be Addressed in the Medium to Long Term to Achieve Our Purpose

Key Issues (Materiality) Individual Issues 2025 Goals

- Supporting nursing babies - Expand nursing bottles and other nursing-related products through nursing

Enhancin
9 - Supporting healthy baby skin development support for babies worldwide
C) Business - Creating new businesses - Expand skincare products by supporting healthy baby skin development
%‘\)ﬁ Competitiveness - Releasmg products that exceed customer . Cree‘!te new businesses aimed at grgwmg operatlon§
o expectations + Achieve net sales of at least ¥10 billion in new domains
and Resilience - Building resilient distribution systems - Establish resilient distribution systems to support childcare worldwide

Reducing Our -Reducing greenhouse gas emissions

(Scope 1, 2, 8nd 3) - Work toward achieving the medium- to long-term environmental goals of the
- Circular manufacturing Pigeon Green Action Plan (targets for 2030 and 2050)
Impact -Using sustainable resources (paper and palm oil)

‘:é’k Environmental

- Develop new products and services to address the challenges faced by babies
and their families requiring specialized support, such as those admitted to the
neonatal intensive care unit (NICU)

- Implement various activities to solve the issues surrounding babies and their

- New products and services for babies
Contributing to needing support

@) . - Expanding the use of products designed for families needing specialized support, including those in the NICU
@ the Resolution of maternity hospitals - Improve and expand the use of products designed for maternity hospitals
Social Issues - Promoting responsible procurement - Promote responsible procurement in collaboration with suppliers, focusing on
- Participating in and supporting communities human rights, labor, and the environment, and conduct CSR procurement surveys
- Conduct human rights due diligence
- Engage in various social contribution activities
- Take steps to become a motivating workplace where employees resonate with
the Company’s direction and proactively engage in their work
- Improve scores in employee engagement surveys
. . X - Foster an organizational culture that embraces challenges where each employee
Managing Talent . Worklng‘enwronments UL EEEIE can leverage their strengths to contribute to business expansion
Q H H self-fulfilment and growth + Hold the Pigeon Frontier Awards (PFA)
.“0 and Cultivating - Ambitious organizational culture ) ) .
%Tfﬂ X - Enriched investment in human resource - Increase investment in human resource development to implement measures
| the Right Culture development that grow the number of highly specialized personnel capable of adapting to
for Our Purpose S ’ changes in the external environment
P - Promoting Diversity & Inclusion - Formulate the Personnel Development Policy and the Internal Environment
Development Policy
- Promote the creation of a workplace environment where employees understand and
embrace diversity, implementing measures that allow each employee to work authentically
- Strengthen corporate governance (Governance Committee)
+ Conduct an annual evaluation of the effectiveness of the Board of Directors
~ Establishing Solid - Reinforcing Group governance - Convene the GHO Risk Management Committee at least once a year
~Na - Reinforcing compliance + Implement Group-wide risk assessments annually
r Management ) o ) ) -
_EEH_ - Reinforcing risk management - Implement Group-wide compliance training
Foundations - Dialogue with stakeholders - Conduct compliance surveys once every three years
- Engage in dialogue with the capital markets and focus on the recovery and
growth of Pigeon Value Added (PVA) to enhance corporate value
For more information about our Website https://www.pigeon.com/sustainability/
Sustainability initiatives, please
visit these websites. ESG Databook https://www.pigeon.com/sustainability/databook/
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| The 8th Medium-Term Business Plan (2023-2025)

To respond flexibly to the rapidly changing global business environment and ensure sustainable growth, we have been
advancing our 8th Medium-Term Business Plan since 2023, keeping in mind the Key Issues (Materiality) to address over the
medium to long term to achieve our Purpose.

Theme for the 8th Medium-Term

“Toward Sustainable Growth: Restructuring of the business structure in

Business Plan response to global economic, political, and environmental changes”

Details of the Medium-Term Business Plan  https://www.pigeon.com/ir/management/midplan/

| Environment and Key Challenges

The business environment surrounding the Pigeon Group has undergone significant and rapid changes in the wake of the COVID-19 pandemic.
Amid a global decline in birth rates, including in our key markets of Japan and China, we are facing rising costs due to surges in raw material
and energy prices, shifts in customer values and consumption behaviors, increased uncertainty about the global economic outlook, and
heightened geopolitical risks. The pace of change worldwide is relentless, making future predictions extremely challenging.

On the other hand, out of the approximately 130 million births worldwide*' annually, the Pigeon Group’s reach is still around 30 million*', or
30%, considering the income levels and other factors in each country. Although there has been a temporary decline in global birth rates due to
COVID-19, countries such as China continue to have more than nine million births annually. China remains a vast market from an economic
perspective due to its economic strength. Moreover, in various Asian Current Birth Coverage
countries and other emerging markets with high birth rates, we anticipate  (estimated under the Pigeon brand)
the expansion and development of e-commerce, as well as increased
consumption due to economic growth, over the medium to long term. In

Actual coverage is
around 30 million
births

World’s
addition, there are many markets worldwide the Group has yet to enter. In 5;, TA'"?" annual births 73 million births
Irtns in . .
particular, the Africa region accounts for approximately 45 million births untapped Approx. n enita?ﬁgf:ed
annually. We believe that by strengthening and deepening our business markets 130mi|lion

activities in these existing and new markets, we can expect significant
growthin the future. *| Pigeon research

In the 8th Medium-Term Business Plan, we aim to further strengthen our core products in existing business areas by leveraging our
strengths and competitiveness, guided by the three basic strategies of “Brand Strategy,” “Product Strategy,” and “Regional Strategy.”
Specifically, we will focus on enhancing nursing bottles, nipples, and baby skincare products and services to adapt to societal changes post-
COVID. Furthermore, we will actively explore and cultivate new product categories, such as toddler products and women'’s care products with
high customer affinity, applying our strengths to expand our customer base. We will also proactively explore entry into new markets, including
the African region, to tap into and nurture new areas that will drive growth for the next generation.

Basic strategies

Brand Strategy Centered on our Purpose for business activities and strengthening brand power through products
Strengthen monozukuri (manufacturing), focus on core categories (nursing bottles, nipples, and skincare products),

Product Strategy and explore new areas

Strengthen autonomous business operation in each business unit, implement drastic structural reform to establish production and sales systems

Regional Strategy tailored to market characteristics, improve efficiency and profitability, stabilize the supply chain, and prepare for expansion into new markets

Implementation of structural reforms Sustained growth in existing areas and exploration and cultivation of new areas

Existing Areas

- Further strengthen nursing bottle, nipple, and baby skincare
product categories where we have a competitive edge
- Structural reforms in each business
- Lansinoh and Singapore Businesses: Accelerate growth
- China Business: Shift from high growth to stable growth
- Japan Business: Improve profitability

New Areas

- Expansion of core customer target groups
-Toddlers, mothers to be, fathers

- Expansion of the target market
- North America (Pigeon)
- Africa region

[ Common to existing and new areas: Strengthen brand strategy and monozukuri ]
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| Existing Areas (Core categories)

Nursing bottles and nipples

Nursing bottles and nipples, commanding top global market share, are at the heart of the Pigeon
Group, representing our origins and most significant products. Drawing from extensive research
findings and competitive advantages, along with the trust of customers and healthcare
professionals worldwide, we strive to foster their growth into even more formidable categories.
We will continue our unwavering efforts in the field of breastfeeding research, and on the sales
front, we aim to bolster Group profitability by expanding the sales ratio of our mainstay wide-
neck nursing bottles, particularly in the Singapore market, and continue supporting
breastfeeding in various markets. Furthermore, in markets such as China where wide-neck
nursing bottles are already commonplace, we will strive to further expand market share.

Skincare products

Despite global growth in the baby skincare market, it remains a highly competitive field with
numerous competing brands. The Pigeon Group has established research bases in Japan
and China, where we have been conducting fundamental research focused on baby skin for
decades. In addition, we are concurrently engaged in research and development aimed at
commercializing and mass-producing the insights and technologies gained. We aim to
enhance the presence of the Pigeon brand by swiftly developing and introducing a high-value
product lineup of skincare solutions tailored to the needs of each market, ensuring optimal
skincare for babies. Our current market share in Japan is approximately 30%*?, whereas in
China it is around 10%*3. As such, there is ample room for expansion in the skincare category
worldwide, including Japan and China. While the current market share in the major countries
overseen by the Singapore Business is modest, significant growth opportunities exist.

*2 Pigeon research (POS nationwide stores specializing in baby products and pharmacy combined growth
estimates, INTAGE Inc.)
*3 Refers to our share within our target market segment, based on internal research

| New Areas

pigeon

wigeon

wigeon

We will also focus on exploring and nurturing new growth areas where we can
leverage the expertise the Pigeon Group has developed over the years. In the final
year of the current Medium-Term Business Plan, 2025, the Group aims to achieve
an increase in consolidated sales of ¥19 billion from 2022. Of this, approximately
¥10 billion is expected to come from growth in new product categories such as
toddler products and women’s care products.

Furthermore, as part of our expansion into the new market of Africa, we will
begin by establishing a local subsidiary in Kenya and proceed with sales
preparations.

| Strengthen Our Monozukuri

For the Pigeon Group, which provides various types of value to babies and
their families through our products, monozukuri (manufacturing) is a
foundation for growth in both existing and new business areas, and it is a
crucial means of embodying the brand. Under the 8th Medium-Term

Business Plan, to flexibly respond to the rapidly changing consumer values Ve

and competitive market environment in the wake of the COVID-19 ? A
pandemic, we will further invest and strengthen our management

resources into a series of monozukuri activities, which includes enhancing
product planning and accelerating the product development process.

My@BAREE(E,
HHLEA-YORHE LY EBBIERAS

@
BAREBMLLA AP —EATT
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| Financial Targets and KPIs

Under the 8th Medium-Term Business Plan, the Pigeon Group aims for financial targets of 3 6.2% CAGR (compound annual
growth rate) in net sales and a3 9.5% CAGR in operating income over the three-year period, emphasizing both sales growth and
steady improvement in the operating margin.

In 2025, the final year of the Plan, we aim to achieve an operating margin of 14% or higher by implementing optimal tailored
profit improvement measures to address the specific challenges of each business. We are also committed to investing in
enhancing our manufacturing capabilities, which will serve as the foundation for sustained growth. Moreover, we will focus on
initiatives to improve operational efficiency in production and logistics and optimize the sales mix by emphasizing high-margin
product categories to boost the gross margin.

Regarding financial KPIs, we aim to achieve ROE of 14% or higher, ROIC of 15% or higher, and PVA of ¥7 billion or more in the
final year of the Plan. With this in mind, we will work on improving capital efficiency and cash flow through initiatives such as
reviewing inventory levels to reduce working capital.

8th Medium-Term Business Plan Targets

Group consolidated 3-year CAGR + 6.2% | Operating income |+ 9.5%

. 2022 2025 (Final year of 8th MTBP) 3-Year Growth Image
(¥ millions) (¥ millions)
Actual %of Total
150,000 - )
Net sales 94,921 100.0% 113,800 100.0% 6.2% Net Sales. IBIll Operating income
Cost of sales 50,087 52.8% 57,300 50.4% 4.6% 113,800
Gross profit 44,834 47.2% 56,500 49.6% 8.0% 100,000 94,921
SGEA expenses 32,638 34.4% 40,500 35.6% 7.5%
Operating income 12,195 12.8% 16,000 14.1% 9.5% 50,000
Ordinary income 13,465 14.2% 16,000 14.1% 5.9%
Net income attributable 8581 9.0% 10.400 9.1% 6.6% 12,195 15,000
to owners of parent ’ U7 g 170 070 -
Currency rates—FY12/22 results: US$1 = JPY 131.55 / CNY 1= JPY 19.50; 8th MTBP (assumed): US$1 = JPY 130.00/ CNY 1= JPY 19.50 2022 Results 2025 Taraet

| Shareholder Return Policy

Under the 8th Medium-Term Business Plan, our basic policy is to continue stable dividend payments by maintaining current dividend
levels along with further improvement in consolidated performance and financial condition. In addition to strengthening our financial
position, we effectively use retained earnings in several ways to fortify our operational base, improve future Group earnings, and
further enhance corporate value. These include investing in new businesses and research and development, as well as investing in
production facilities to raise production capacity, reduce costs, and boost product quality, all simed at driving greater growth.

| Financial Indicators and Shareholder Returns

| Results of Initiatives in Fiscal 2023 (Plan Year 1)

Although the consolidated performance for the first year of the 8th Medium-Term Business Plan, fiscal 2023, fell short of expectations, results for the Japan
Business and the Lansinoh Business exceeded projections. While the performance of the China Business and the Singapore Business did not meet initial
plans, we have seen solid progress in each segment regarding the initiatives to further strengthen existing business areas and explore and cultivate new
areas based on the fundamental brand, product, and regional strategies of the Plan. In existing business areas, Group sales of mainstay nursing bottles and
nipples grew year on year. In new business areas, sales exceeded ¥3 billion in the first year, focusing on childcare appliances in the Japanese market, toddler
products in the China Business, and women’s care products such as prenatal and postpartum items in the Lansinoh Business.

Regarding shareholder returns, we have maintained stable dividends, with the annual dividend for fiscal 2023 set at ¥76 per share (ordinary dividend of ¥76).

- Promoting activities to realize our Purpose on a global scale
- Baby-Friendly Future Vision Workshop (in-company)
- Selected as one of the “Best Japan Brands” for four consecutive years

Brand Strategy

Sales in new areas

Existing areas: Sales of nursing bottles and nipples increased throughout the Group
New areas: Launch of new categories and expansion of product lineups in each
business (e.g., baby care appliances, age-up, and women’s care)

More than
¥3billion

Product Strategy

- Japan Business achieved improved profitability through price revisions
- Established our own subsidiary to develop the African market

Regional Strategy

reove M aaxmu - 2

6#2 /:F‘ 1 BTOR S QI B &

TG E | T - i
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Baby care appliances

Age-up products

Women’s care products

| Forecast for Fiscal 2024

In fiscal 2024, we will continue to strengthen existing business areas while exploring new opportunities globally. A key objective for this period is to
revitalize sales in the China Business, necessitating significant investments for growth. Our overarching aim is to drive revenue and profit growth
across the Group. Furthermore, we are committed to sustaining the momentum achieved by our Japan and Lansinoh businesses in the initial year
of the 8th Medium-Term Business Plan, as they continue to implement strategies aligned with their targets for the second year. The Singapore
Business will concentrate on maximizing its core product offerings and implementing various initiatives to regain a growth trajectory in 2024.

Regarding shareholder returns, we plan to maintain stable dividends in fiscal 2024, with an expected annual dividend of ¥76 per share (ordinary
dividend of ¥76).

Please refer to the following document for the performance outlook and business strategies for 2024.
Website https://www.pigeon.com/ir/files/pdf/kessan20240215_e.pdf

Net Sales Operating Income/Operating Margin Return on Equity (ROE) Return on Invested Capital (ROIC) Cash Dividend per Share/Dividend Payout Ratio
Dividend per Share (Year-end) =@- Dividend Payout Ratio (Year-end)
(¥ billions) (¥ billions) (%) 15.0 (¥) Dividend per Share (Interim) (%)
1201010 """" Nn3.8 20 120 106.1 = 120
100 --------- 94.9 94,4 - 100 100
15 s e e A
L T — 80 b/ T T s — 80
07 4
B0 10 -~~~ S -~~~ S -~~~ I - -~ <~~~ 8 60 38 38 38 60
PTo RN R S B S S 5 5 40 B ... 40
LR A == mae . 4
20| 20 38 38 38 20
0 0 0

2022result 2023 result 2024 forecast 2025 target 2022result 2023 result 2024 forecast 2025 target
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Business Summaries by Segment
Japan Business

Japan Business

This segment consists of baby care, childcare services, health & elder care, and others.

| Market Trends and Business Environment

In Japan, the birth rate hit a record low of 727 thousand births in 2023*', and it is expected to continue gradually declining. At the same
time, with the overall female employment rate in Japan at 53.6%*?, there are growing expectations in Pigeon for childcare support.
Furthermore, the proportion of the population aged 65 and older (aging rate) has reached 29.0%*3, indicating the ongoing trend of
population aging.

*1 According to National Vital Statistics Reports for 2023 (approximate)
*2 Summary of Statistics Bureau of Japan’s “Labor Force Survey (Basic Tabulation), Average for 2023”
*3 White Paper on Aging Society 2023, Cabinet Office, Government of Japan

| Fiscal 2023 Performance and Highlights

Net sales increased 1.5% year on year to ¥36,865 million and segment income increased 34.5% to ¥2,006 million due to price
revisions that boosted profits despite higher procurement prices and other factors. In the Baby Care Business (childcare and
women’s care), net sales grew year on year, buoyed partly by price revisions implemented in February and September on baby-
related products such as nursing bottles and nipples. Sales of core products such as nursing bottles, nipples, and baby skincare
products, as well as of consumables such as baby wipes, were favorable, benefiting from reinvigorated sales efforts. In August
2023, the Baby Care Business launched SHUPQT, an electric nose cleaner that quickly draws out mucus that can collect at the back
of babies’ noses, and Bonyu Jikkan® Parts, a product series that enables mothers to repurpose the nursing bottles that are so filled
with memories. These products were extremely well received by customers. Also, for our official online shop, we are working to
further invigorate sales by improving convenience through strengthened collaboration with online shopping malls, and by
expanding our lineup of limited edition products. Furthermore, as part of our efforts for direct communication, we held online
events such as breastfeeding seminars for mothers who are about to give birth and a Pigeon seminar for medical professionals on
the theme of “breastfeeding childcare as part of intimate childrearing for mothers and children.” More than 2,000 people
participated in the seminars. For the general public, we held online and offline exhibitions on “babies and families requiring
specialized care” in an effort to raise awareness on this topic. For Pigeon Info, a

. . . R . . - Sales of the Japan Business
website supporting women during pregnancy, childbirth, and childcare, in addition to (¥ millions)
updating product information, we are continuing to make improvements aimed at 50,000
bringing even greater convenience to customers.

In products for health and elder care, we implemented price revisions in February

and September for some products. Pigeon also continued to revitalize its Habinurse 30,000
elder-care brand. The brand launched products such as Liquid Thickener—Simply Add,

40,000 36,323 36,865 36,440

a product that adjusts the viscosity of foodstuffs and can be used even in carbonated w000
beverages. Regarding childcare service, we currently provide services at 61in-company 10,000
childcare facilities and will continue to further develop this business while striving to
improve the quality of the service content.

0
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2022 2023 Target
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| Our Competitive Edge

Pigeon conducts in-depth research into the growth processes of babies and uncovers various problems that parents encounter
when raising children based on more than 60 years of research into breastfeeding and infant development in Japan. We have used
these findings to develop numerous high-quality products. Pigeon is widely recognized as a leading brand in the industry and enjoys
overwhelming customer support with a market share of more than 85% of the nursing bottle market in Japan. Leveraging this robust
brand influence, we have successfully diversified our product offerings across various categories, securing and sustaining top market
positions. As a result, despite the continuous decrease in birth rates since the 1970s, we have been able to steadily grow our
performance in the Japanese market. We have earned a reputation for safe, secure, and reliable products through our baby and
childcare offerings. Deploying this brand strength, we are building our childcare service
business, which includes contracted operation of in-company childcare centers, under
the principle that “children’s growth is our first priority.” Known for our unparalleled
knowledge concerning babies, the Pigeon Group is constantly expanding and improving
the quality of its childcare services, earning the trust of our users. To support the elderly,
we are enhancing our efforts through the development and active market penetration of
new competitive products. Leveraging our product planning capabilities and high-level

quality control honed in baby products, we aim to accurat