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Kozaburo Kobayashi, who founded KOSE in 1946, poured his
limitless passion into making cosmetics that give people dreams
and hope. Even during the post-war period of shortages, Mr.
Kobayashi committed KOSE to making quality products that
truly exceeded the expectations of each customer. This spirit
remains alive in all facets of our business today, from research
and development to manufacturing, from customer-oriented
consultative sales to distribution, to our unique brand market-
ing system that perfectly matches brands with sales channels.
We believe it is this spirit that gives KOSE the strength and
drives the company to do more.

Since assuming the position of president in 2007, I have focused
my efforts on developing a foundation from which we can
grow into a global company while still preserving the corporate
culture. We started our journey to achieve challenging goals
by overturning existing norms through a borderless approach
to accelerate our global growth. In line with its basic strategies
—“Promote brands to win recognition and respect around
the world” and “Sustainable improvement in performance ”—
KOSE will redirect its approach to achieving growth in such a
way as to expand its presence in the global market.

We have also became a member of the UN Global Compact in
July 2017 to fulfill our fundamental responsibility in society
and environmental sustainability as a member of the interna-
tional society.

We will continue to maintain our ardent passion for cosmetics
and work together with our stakeholders. Your continued pa-

tronage and support are greatly appreciated.
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Kazutoshi Kobayashi

President & CEO
KOSE Corporation
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The KOSE Corporation was founded in March 2,
1946. We have earned trust from our customers and
partners since our founding during the chaos after
the war by providing high-quality products at the
right price. Even in a rapidly changing generation,
the spirit of our roots continues to live on to this day
as the foundation which shapes our company.
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Kozaburo Kobayashi founded
KOBAYASHI UNLIMITED
PARTNERSHIP in Oji, Kita-
ku, Tokyo (restruc}ured as
KOBAYASHI KOSE COM-
PANY LIMITED in 1948).
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Chun ’Si Li Co., LTD. (current
KOSE COSMETICS CO.,
LTD.) was established in China

as a Japan-China joint venture.
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A technological alliance was
established with L’Oreal of
France to start our salon busi-

ness (the joint-venture contract
ended in 2001).
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Corporate Identity (CI) was
introduced. The corporate
name was changed to the
KOSE Corporation and the

corporate logo was renewed.

1992
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ADVANCE CO., LTD. was
established in Sayama City,

Saitama as a subsidiary to sup-
port persons with disabilities.
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The Gunma Factory acquired the
1509002 (quality) certification.
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The Sayama Factory opened
in Sayama City, Saitama.The
premises was 109,091m?, which
boasted the largest cosmetics
factory in Asia.
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KOSE became listed on the
first section of the Tokyo Stock

Exchange one year after its ini-
tial public offering.
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The Gunma Factory acquired

the ISO14001(environment)
certification.
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Sales began in Hong Kong,
which is our first entry over-

seas, and expanded with focus
on Southeast Asia thereafter.

2006
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KOSE entered into sponsorship
agreements with the Japan Skat-
ing Federation and the Japan
Synchronized Swimming Team.

2009
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The SAVE the BLUE environ-

mental conservation project
started.

1970
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COSME DECORTE, a dedi-
cated luxury brand, was released

to deliver the highest quality of

cosmetics with the best service.

2014
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Tarte, Inc., a cosmetics com-
pany in the United States,
became a subsidiary of KOSE.

2016

[DECORTE |%AtKCliisE bk,

Sales of DECORTE began in
North America.
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ALPHARD R.C LIQUID was
released. FIT ON was released
the next year. We launched the

categories of “beauty serum”
and “powder foundation.”

2017
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A new manufacturing facility
was opened in Gunma Facto-
ry and started operation as a
mother factory in March.
Introduced Stephen Knoll in
Brazil, a major hair care market
in the world, in August.
Opened research center France
branch in Lyon, first research
facility in Europe.
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“Sensuousness” and “intelligence” are the two key words that drive
the creation of attractive, valuable brands at KOSE. We take our re-
search—based on leading scientific discoveries—and develop cosmetics
that meet our customers’ wants and needs. Consumers select cosmetics
for many reasons, including texture, fragrance, effectiveness, price,
brand and packaging, but their needs change with the time and sea-
sons. To anticipate these changes and needs, KOSE focuses on three
facets of brand-building: product, distribution, and communication.
We also offer our brands through various sales channels with a wide
variety of features to precisely meet the diverse needs of customers.
Our brands are divided into two major categories: the KOSE brand, a
brand that has the company’s name on it, and the individual brands,
which represent a wide variety of highly original brands. And we have
actively been promoting for dealing in line with diversification of sales
such as online shopping and global development.

High Added Value »»
Cosmetics Business

IGH-PRES
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The Highest
Levels of Quality
and Service
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IGH-PRESTIGE
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grating all of KOSE’s cutting-edge technologies.

They are sold mainly at specialty cosmetics stores
and department stores that distribute exclusive
brands. KOSEs specially trained beauty advisors offer
meticulous counseling, including skin diagnosis, to
help each customer select the most suited products.
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A group of brands that, while pursuing high added
value, meet the needs of a broad range of distribu-
tion channels, from specialty cosmetics stores to
mass retailers, drugstores and mailorder. We deal
with a variety of brands that includes SEKKISEI,
ESPRIQUE, ONE BY KOSE, and MAIHADA,
which are representative brands of KOSE.

A group of self-service brands, including cosmetics
and toiletries such as shampoo and conditioners,
which are developed using the same approach
as the one used to develop cosmetics. We call
this category of products “cosmetaries.” We offer
high-quality products at reasonable prices through
mass retailers, drugstores, convenience stores and
other retail outlets.
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Becoming Japan’s Leading Skin Brightening Brand

SEKKISEI
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SEKKISEI has continued to build a devoted following since its intro-
duction in 1985. The major skin care brand of Japan currently endeav-
ors ceaselessly to expand the possibilities of cosmetics. Then-president
Reijiro Kobayashi was also a researcher said often, “Three things will
always be important to Japanese women: the prevention of gray hair, the
prevention of wrinkles, and the maintenance of skin luminosity. Indeed,
these are universal themes in cosmetics development.” He foresaw that
the generation of highly-effective cosmetics would come.

The SEKKISEI development has a foundation inspired by herbal medi-
cine to improve from within the body. While steadily advancing product
designs such as a lotion base with a penetrative feel, a design shape
familiar to the hand, and bold lapis lazuli colors, we were faced with
unexpected obstacle. At first, KOSE intended to release a product under
the name HAKKISEI (a name incorporating the Chinese character for
“white”). Unfortunately, pharmaceutical laws at the time prohibited use
of the term “white” in a cosmetic brand name. In a moment of inspira-
tion, our leader declared, “If we can’t use the word ‘white,” we can cer-
tainly use the word ‘snow.” And with that, the SEKKISEI name, which
incorporates the Chinese character for “snow,” was created.

Word of mouth about SEKKISEI spread through beauty advisers en-
thusiastically proclaiming the effectiveness on skin through meticulous
counseling, and the product’s customer base swelled despite its relatively
expensive 5,000 yen price point. SEKKISE's lineup only had a lotion
when it was first released, but has gradually grown into a total skin care
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In 2016, the SEKKISEI Global Counter designed

by architect Kengo Kuma was installed
at the Abeno Harukas in Osaka.

brand with a broad line-up of skin-brightening products. SEKKISEI
has a long history overseas with growth in Southeast Asia, China, and
United States after launching in Taiwan the year after its release in
Japan in 1986. SEKKISEI is one of the most important brands for the
global expansion of KOSE, and we are conducting common worldwide
promotion that values the atmosphere of Japanese products. Started sales
of SEKKISEI MYV, a high value added series in 2016 at the SEKKISEI
Global Counter in department stores in anticipation of global expansion,
increasing the presence of Japanese cosmetic brands.

We have been engaging in the SAVE the BLUE project since 2009 to
contribute to environmental conservation through SEKKISEI, in an
effort to protect our beautiful blue earth, which we are reminded of by
bold lapis lazuli colors.
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Pursuing Timeless Elegance and Beauty
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The high-prestige COSME DECORTE brand, launched in 1970, was
realization of a long time dream for KOSE’s founder Kozaburo Ko-
bayashi who wanted to provide women secking refined beauty with first-
rate service and the highest quality cosmetics.

KOSE introduced a 30,000 yen cream at a time when new college grad-
uates’ monthly pay was typically only 40,000 yen. The quality of the
product and KOSE’s service created a passionate following among Jap-
anese women. The COSME DECORTE, a combination of the French
words “cosmetique” and “decoration,” is synonymous with trust as a
decoration of beauty for all women.

In 1990, KOSE introduced AQ¥, a high-prestige anti-aging product. In
1992, it introduced MOISTURE LIPOSOME, the first cosmetic to in-
corporate multi-layer liposomes. In 2007, it introduced WHITE LOGIST,
a kojic acid-based whitening essence based on new technologies. Each
and everyone of these new products builds on KOSE’s reputation for
pursuing the ultimate in quality.

In particular, MOISTURE LIPOSOME, which won many devoted cus-
tomers in Japan and abroad, has become a long selling product which is
the representative of the COSME DECORTE brand.

In addition, we have been expanding in overseas focusing in Asia from
1990s. We have also started sale in cosmetic stores in Italy from 2012
and sales of DECORTE in high-class department stores in North
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Maison DECORTE,. produced

by art director Marcel Wanders, opened in Tokyo
GINZA SIX in April 2017.

2017~
NEW AQ SKINCARE

2009~
AQ MELIORITY INTENSIVE CREAM

America and are expanding our sales in the European and American
markets.

Furthermore, we have opened our first flagship store Maison DECORTE
in Tokyo GINZA SIX in April 2017. The store offers counseling and
sales and treatment method for the first time as a brand, offering a com-
prehensive creation of customer’s beauty and strengthening to express
the value of the brand globally. COSME DECORTE will continue to
pursue elegance and beauty to meet the needs of women.
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Directly-managed new concept shop opened in 2015.
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Multiple brands with an outstanding atmosphere is also one of KOSE’s
strengths. JILL STUART, another global brand as valuable to KOSE as
DECORTE and SEKKISEI, started business through a licensing agree-
ment for cosmetic products in Japan in 2005. The brand gained enthusi-
astic support from trendy women right after JILL STUART debuted.
This brand grants the ultimate “cuteness” by bringing out the superb
innocence and sexiness every woman possesses. We acquired the li-
cense for the global cosmetic sales in 2009 and are selling the brand in
not only Japan but also in Taiwan, Hong Kong, Thailand, China, and
South Korea. In 2015, the first direct concept shop for the brand,
“JILL STUART Beauty & PARTY”, was opened inside Tokyu PLAZA
Omotesando. The shop offers cosmetic goods, table wares, handkerchiefs
and other lifestyle goods, along with proposals for gifts and party style
that best suit the theme. In 2017, the second concept shop was opened
in Tokyo GINZA SIX. Store decorated little more mature and refined
“cuteness” to match the atmosphere of Ginza will express the world
which the brand creates.

MY OWN STYLE, MY OWN BEAUTY
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ADDICTION is a makeup brand with AYAKO, world renowned make-
up artist residing in New York, as the creative director and produced by
KOSE. The brand was launched in 2009 mainly in department stores
around Japan with a brand concept of “MY OWN STYLE, MY OWN
BEAUTY”. ADDICTION aims to offer women of all ages the choice of
pursuing their style, regardless of their age. In doing so, it proposes wom-
en to find their own unique style and beauty showcased in eye shadows
that have 99 color variations popular for their striking color and texture.
The brand is currently not limited in Japan and is also being sold in
South Korea, Hong Kong, and Taiwan. From 2017, it has been added
to the important global brands and released 17 colors of foundations to
meet global skin needs to grow as an international makeup brand and
promote its global expansion.

AJDICTION
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COMPACT ADDICTION allows combination =~ THE BASE MAKE-UP COLLECTION with 108 types

of customer’s choice
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The Basic Strategy of Phase Il ( Building and Strengthening Global Brands )

Phase T &AM (HFIEHT275FOEK)

edium-term Management Plan
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Phase I : V2l

The KOSE Group has a long-term vision called VISTON2020 to serve as
a roadmap for growth for fiscal 2020. To achieve the goals of this vision,
the Group has defined three phases to become an organization with a
global presence; a V-shaped turnaround, building and strengthening
global brands, and global expansion with higher earnings.
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~ Phase I: V-Shaped Turnaround
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Phase II : Building and Strengthening Global Brands ~ Phase IIl

B AR DECORTE

SEKKISEI MYV

b EETO— VT T UROE R
Promote Flagship Global Brands.
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Accelerate the pace of developing new markets.
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Promote e-commerce
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Enter salon business by establishing

merger company with Milbon Co., Ltd.
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Building and

Strengthening
Global Brands
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V-Shaped

Turnaround

Promote brands to win recognition and
respect around the world.
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One Mind

We do not restrict our activities
to any particular country,
distribution channel or point of view.
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Sustainable improvement in performance.
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/ Expand profitability of core brands.
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Build a more powerful
operating framework.
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The Group enacted “defensive reforms” to develop a
business structure that can withstand challenges posed
by the changing business landscape. There were also
“offensive reforms” to refine the strengths of existing
businesses and increase sales and profitability. The plan

was brought to a close with record performances in the
final year fiscal 2014.
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We are currently focusing on two basic strategies of promoting brands to
win recognition and respect around the world and achieving a sustain-
able improvement in performance and furthering a borderless business
strategies aiming toward global cosmetic market. In fiscal 2017, the

final year of Phase II, we will continue to progress towards VISION2020
Phase III: toward becoming an organization with a global presence.
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Develop products and services that can create new markets and
are highly competitive.
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Strengthen and accelerate research strategy by restructuring research facilities
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Newly establish research organization Value Creation Research Center
directly under management
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Consider application of leading technology

through Industry-academic-government
collaboration
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Improve the performance of

human resources.

o B

Work style innovation
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Promote value creation program
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Operate more efficiently.

o B~ OHEL
Advance to high-profit structure
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Implement optimal global man-
ufacturing system with Gunma
Factory as a mother factory
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Global
and

Borderless

ncreasing Presence in the Global Market

YISO BT T 7 a— VTR IR D
HoHMEFENOMAL] ZHIEL hHIEAR G E LT
SIS 277 FOFE K] 287, R oK sE
NS 727 T N BERE D THE T,

RO G THFARKE

ESH LD

We are striving toward becoming an organization with a global presence
for further growth and expanding our brands globally with a mid-
term basic strategy of promoting brands to win recognition and respect
around the world.

Growing Japanese cosmetics as a global brand
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Sales of DECORTE in North American Market

Brand advisor Kate Moss visiting the opening event in Toronto store
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Long line for JILLSTUART several days after the
debut in Thailand in 2016

We place five globally promoted brands of COSME DECORTE,
SEKKISEI, JILLSTUART, ADDICTION, and CLEAR TURN as
important global brands. These brands that have been refined by Japanese
customers that have strict eyes are being grown to become a brand that
can compete around the world. In order to show the unique atmosphere
and various charms that these brands create, we are engaging in plan-
ning, promotion, and sales activities from a global perspective in and

outside Japan.
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Inviting influencers from around the world to the
SEKKISEI MYV product release event
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Taiwan

BB TOTIVRRRZLIEHEOMT Scene from brand release event and store in Taiwan
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Promoted as No.1 sheet mask in Japan as stores in Hong Kong

Challenging new markets
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We entered Asia in the 1960s and have been engaging in business fo-
cused in Japan and Asia but are now entering other regions with brands
that meet the customers in each region which have varying climate,
culture, and historical background.

Number of stores is steadily increasing in Italy since introducing
COSME DECORTE to cosmetic stores in 2012. We strengthened our
North American expansion by acquiring Tarte, Inc. stock in the Unit-
ed States in 2014. Tarte mainly offers makeup products which deliver
naturally-derived components as high-performance natural globally and
is growing rapidly through marketing using SNS. We also introduced
original skincare brand Spawake in India in 2015 and Stephen Knoll in

Brazil, a prominent premium haircare market, in 2017.
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#ELIOP N E IS ZFERLTWE T, We have included the major countries and regions handling our products.
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alue Added Manufacturing
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Development
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Intelligence
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Research and Development %z B &
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Sensuousness Reliability
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Innovation not Bound by Common Practices or Premises

Wi PHiEctobh v/ R—v g

I—t— e, WEZERFE DR ME LT T3]
D&M E ] O 30& BRI & 3¢ 52T, AltH
DFLMIifiliE ALEAIEL . AIZEE D72 TR
TEHZEH MO Z2EHT LA ELL TV
F9, MELLTORGEMN LR ET VU E2HS 720, M
AIPEE A —FAREML 22BN XD | A il
ZRIELTVET,

B TICBV T, BESFIZESTO [RWHo ]
DRI ZAT I EBLL . [ LA (19754) ([ /8 5 —
T7vF—=av | (19764F) BEDHH T I)—% %k
AHLEL7zo BB 725 BTl 19944E1C— E I %
DEANDRBEE RS H0E | F RS HEI BT %
BZALWIZEE AT 2 TADIE A B ALL TWET,

KOSE Research Center integrates spirit of KOSE’s R&D activities: “sen-
suousness,” “intelligence,” and “reliability” at a high level to create values
and culture with a unique beauty and allow us to provide “affordable
yet superior products,” a concept heralded by KOSE’s founder and the
core principle of our company. By focusing on originality and speed, our
R&D activities will help us create high value-added cosmetics capable of
sustaining growth into the future.

We focus on creating quality goods for our customers more than any-
thing else in our product development. This belief has given birth to
cosmetics in new product categories such as beauty serum (1975) and
powder foundation (1976). In the field of scientific research, we discov-
ered the impact on aging caused by singlet oxygen in 1994. Thereafter,
aging research in the field of dermatology become one of our strengths.

Various Initiatives to Broaden the Possibilities of Cosmetics
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We also promote fundamental research with long-term perspective in
search for possibilities to contribute in various social issues through
cosmetics. We are conducting research into how cells harvested from
humans reset the signs of aging through induction into iPS cells. The
endowed lecture at the Keio University School of Medicine established
in 2013 is striving around revolutionary concepts that include the pre-
vention of allergic diseases such as atopic dermatitis through skincare.

As the driver of becoming a company with presence around the globe

R THEAERDD LB E~E T BEE T

TR — NV i T TR DT AR AN C BFSE
Rl OB AL DTV E T 2017 HT 727 A/ N —
DEPZANTilp A ik 2= B i 1¥<1 B 7 ket 4 =S
TR O FEH AT E LT B2 8 B 0 J S S He Aty A
329312 [77 A5 2 | %R LE LIz 20194E12
[ FR) JEAERF ST | A338 T3 AL, [E PIAFJE L 5 A
AIEOMTH LXK £ EHINE T, 3322
r—3ayEiRb L., @87 — < Y AORE) e
iR BEfRLES .

We are enhancing our research structure to strengthen global compe-
tiveness and create new markets. Value Creation Research Center was
established in 2017 aiming for a new innovation, while France Branch
was opened in Lyon, where latest dermatological technology gathers,
as the first research facility in Europe. With the completion of Funda-
mental Research Laboratory (tentative name) in 2019, research facility
in Japan will be gathered in Oji, Kita-ku, place of our founding. We will
strive to make the facility highly functional and stimulate communication.

Manufacturing %
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In Pursuit and PrOteCtion Of Quality %k Please refer to P33 and onwards for our pursuit
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Japanese quality to the world
Japan Quality# it #tic

“Made in Japan" O#HICE i E bR b~ 07—
PV Y EINA O = — RN 57280 1 4
DEFERDREIEIL COFE T ZD720 20174 S
SO P A AT 5 5 o0 A2 i R ) & b5 B
EHEBAREILEL 72, BEE L, 4 BZ0RLHO
EFEH AT CERINAL D2 — b — A FERL S Z b < —
THELTIEDTTRET,

for quality and policies.

KOSE has been pursuing cosmetic products with highest quality based
on a belief that “Only one product out of millions of cosmetics delivered
to the market reaches the customer. Thus, cherish the one.,” since our
founding. Manufacturing sites have implemented quality control using
scientific methods from the 1970s by introducing international quality
standards ISO9001 and management system in line with Cosmetic-GMP
to continue our pursuit for the best cosmetic products.

Reputation of “Made in Japan” cosmetics’ delicate and high quality has
increased globally and our manufacturing volume has greatly increased
to respond to needs in and outside Japan. We have started the opera-
tion of a new manufacturing facility in the Gunma Factory in 2017 to
strengthen manufacturing capabilities of highly value added products.
Gunma Factory is positioned as a mother Factory that will lead manu-
facturing site in and outside Japan with its leading edge manufacturing
technology.
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(Left) KOSE Research Laboratory
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(Bottom left) Research in aging
using iPS cells
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(Bottom right) Establishment of
R&D France Branch in Lyon
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