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Performance and Strategy

FamilyMart at a Glance

The FamilyMart Group operates a convenience store chain through the franchise
system in Japan and the Asia-Pacific region, in addition to an e-commerce
business, accounting services for franchisees, and credit card services.

In this section, we describe our main convenience store chain operations,
the Japanese retail market and the convenience store industry.

FamilyMart’s Franchise System
Aiming at growth together with our franchisees

FamilyMart Co., Ltd., as the franchiser, collaborates closely with
all its franchisees to foster mutual trust and a collaborative
relationship so that both parties may achieve business growth.
Our franchisees are responsible for store management, includ-
ing the ordering of their own inventories, the arranging of their
product displays and the training of their staff. For our part, we
supply not only our brand name and logo, but also full store
management support services, including store operation know-
how and the shared use of data management and logistics sys-
tems. In return for this support, the Company receives royalty
income consisting of a certain percentage of each franchisee’s
gross margin. The rate differs according to the type of franchise
contract.

* Please refer to page 43 for details of franchise contracts.

The Franchisees
(Franchised stores)

The Franchiser
(FamilyMart Head Office)

FamilyMart

Store Management

Inventory ordering, selling

Store Support

Provision of brand logo,
store operation know-how,

Product display design
data management and logistics systems piay 9

Hiring and training of store staff
Development and supply of products 9 "9

Staff training service
Advertising and sales promotion

FamilyMart’s Stores

Serving as a vital element in the local community infrastructure

FamilyMart's clean, well-lit stores — open around the clock every
day of the year — have an average floor space of 115 square
meters and contain around 2,600 separate items covering every-
thing from food to sundry goods. Food products, including bento
take-out meals, together with beverages account for around
64% of total sales. In recent years we have been making the
most of the nationwide optical fiber network that connects all
our stores to offer financial and general services supplementing
the sale of goods. These services include the provision of bank
ATMs as well as the acceptance of payments for public utility and
other bills, and customers can also use the multimedia terminals
installed in FamilyMart stores to purchase tickets for cinemas,
sports events, concerts, and so on. In these ways, we have been
expanding the social role of our stores, which are assuming a
growing importance in the local community infrastructure.

Sales by Product Category
(non-consolidated)

E-commerce 4.4% Fast food
Services 2.3% L 3.8%

Financial services

Daily food
31.0%

General services Non-food

29.6% Food total

+ 63.7%

A Ilinchlyiifn of ~ Asupport Processed food
ocal lite In emergencies
28.9%
(Fiscal 2008)
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Market Scale and Share

The scale of Japan’s retail market in fiscal 2008 was approxi-
mately ¥134 trillion, of which the convenience store industry
accounted for around ¥8 trillion, or 6%.

The top four convenience store operators account for
roughly 80% of aggregate industry sales, and their grip on
the market is increasing as the smaller operators are being
squeezed out. FamilyMart is currently No. 3 in the industry.

Trends in Japan’s Retail Sector

Since hitting a peak of approximately ¥148 trillion in fiscal
1996, total sales of Japan's retail sector have decreased con-
tinually amid a prolonged weak trend in personal consump-
tion. A recovery was seen in fiscal 2003, but the trend has
been flat over the past few years, largely owing to the aging
of the country’s population combined with a low birthrate.

Amid these circumstances, supermarkets and depart-
ment stores are fighting for survival, and both these retail
categories are undergoing a rapid winnowing-out process
due to fierce competition.

In contrast, the convenience store industry is still in good
health. Following the opening of Japan'’s first convenience
stores about 35 years ago, the industry grew strongly up
to the 1990s by offering consumers the sort of convenient
service that met their needs. The growth pace slowed some-
what after the turn of the century, but sales posted a sharp
rise in fiscal 2008 thanks to the introduction of the taspo
age-verification system for cigarette purchases at vend-
ing machines. (See note on page 5.) In fiscal 2008, for the
first time ever, total sales by convenience store operators
exceeded those of the nation’s department stores, which are
suffering from poor clothing sales in particular.

Trends in the Convenience Store Industry

Although the scale of the convenience store industry is still
growing thanks to the opening of new stores, sales on an
existing store basis are sluggish. This is the result of severe
competition between convenience store operators, of which
the major companies are continuing to expand their store
chains, as well as between these operators and other forms
of retail outlet such as supermarkets and discount stores.
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The position of the convenience store industry within the overall retail sector
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Supermarkets

Department stores

In this highly competitive environment, the only con-
venience store chains that will be able to continue growing
are the major operators, who have achieved the required
“critical mass” in terms of the number of stores, and a related
soundness of financial position. The industry is in the process
of a significant realignment in which the medium-sized and
small operators, who have little financial leeway for invest-
ment, are particularly at risk.



FamilyMart at a Glance

Three Indicators of FamilyMart’s Growth Potential
The FamilyMart chain has excellent potential for growth
amid the current severe competition in the convenience store industry

Growth in Number of Customers at Existing Stores (non-consolidated)

Customer visits at existing stores have recorded year-on-year growth nearly every month since December 2006.

July 2008
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of Existing Stores (non-consolidated)
FamilyMart is also aggressively expanding its

FamilyMart continues to post growth rates network of stores overseas. The number of
surpassing its competitors. stores overseas will overtake that in Japan by
the end of fiscal 2009.
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The taspo effect: In 2008, after a trial introduction in the two prefectures of Kagoshima and Miyazaki in March, the use of a
special age-verification system using smart cards (so-called taspo IC cards) became mandatory in the whole of Japan in July for
buying cigarettes at vending machines. As a result, all convenience store chains posted sharp increases in sales for fiscal 2008.
This is primarily because consumers who do not possess a taspo IC card (consumers must apply to the Tobacco Institute of
Japan to obtain a card), even though they are of legal age, are buying their cigarettes at retailers, typically convenience stores.
Naturally, customers who have entered a convenience store just to buy cigarettes will often end up buying other items, and
this phenomenon has been to the advantage of the convenience stores.

Note

Sources: Retail statistical yearbook, Ministry of Economy, Trade and Industry (one year from April 1st to March 31st),
and documents released by each company (one year from March 1st to the last day of February).
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