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Management Policies and Strategies

S ince our establishment, we have aspired to deliver
excellent quality and outstanding service to consum-
ers as a tangible reflection of a long-standing corporate
philosophy that simply states, “Provide good quality at a
reasonable price. Put the customer first.” We do this
through the manufacture and sale of bread, sweet buns,
Japanese- and Western-style confectionery, biscuits, crack-
ers, sembei (rice crackers), processed bread, prepared
rice and processed noodles. To this end, we have always
emphasized ambitious technological developments and
a solid position from which to provide a stable supply of
superb products throughout Japan, striving thereby to con-
tribute to the health of the nation and achieve solid growth.

There is a growing awareness of food safety and secu-
rity among consumers and the public at large. In response,
since 2000, we have consistently reinforced food safety
and hygiene systems, embraced division-specific prod-
uct and marketing strategies, and promoted Nazenaze
Kaizen—a process of ongoing improvements guided by
why-why analysis through subcommittees—as business
management approaches to build on these food safety and
hygiene systems. We have also vigorously pursued devel-
opments in division-specific products and technologies,
and directed concerted efforts into providing products and
services that delight our customers.

To address changes in society and the business envi-
ronment of the 21st century, we are at present reemphasiz-
ing basic Yamazaki Baking management policies (general
and specific), guided by the proactive, forward-thinking
management theory of Peter Drucker, which focuses on
latent demand and the creation of demand through inno-
vation, from a perspective imbued with the customer-first
viewpoint of “embodying our mission to contribute to social
progress and cultural advancement through corporate
activities and create an independent and autonomous
organization that moves steadily toward achieving the
stated mission.” At the same time, to underpin these poli-
cies, we will embrace a Yamazaki style of management
appropriate for the 21st century that hinges on creat-
ing new value and new demand and fulfilling our social
mandate to move business forward. To this end, we will
be guided by founder Tojuro lijima’s prayer for Yamazaki
Baking to realize a lasting business model according to
God’s will while embracing the new Yamazaki spirit, which
requires us, from the perspectives of good quality, rea-
sonable prices and a customer-first viewpoint, to prepare
and deliver products ordered by suppliers for sale to their
customers, even if we face difficulties or challenges. We
will also take a scientific, rational and effective approach to
business management that builds on evidence-based food
safety and hygiene systems to practice, execute and verify
division-specific product and marketing strategies, in which
all work begins with sowing seeds in accordance with the

teaching of “The Way to Life,” as well as Nazenaze Kaizen
through subcommittees.

With regard to specific approaches to the operation of
our businesses, we will adhere to nihon-date-no-5S, which
combines the five-question business self-assessment
tool created by management expert Peter Drucker and
employed by plant management to oversee operations
in each department, with “5S activities” used by plant
employees to target efficient work spaces and work flows.
(The “S” in “5S activities” corresponds to five Japanese
words starting with “s”: seiri, seiton, seiso, seiketsu and
shitsuke.) We will also link division-specific product and
marketing strategies that follow the teaching of “The Way
to Life” with Peter Drucker’s five questions, asking not only
“What is our mission?” but also “What is my mission?” and
promote integrated production and marketing activities.
These efforts will reinforce internal management structures
and establish an independent framework for cooperation
in each division. Going still further, we will strive to practice,
execute and verify the effectiveness of daily operations by
holding fast to the Yamazaki spirit, which prioritizes qual-
ity, through products and services, under the corporate
philosophy of providing good quality at a reasonable price
and putting the customer first, and by following the teach-
ing of “The Way to Life,” which directs us to “embrace
change and create new value and new consumer demand
by applying inherent wisdom and knowledge.” Sustained
adherence to these principles and methodologies is sure to
yield steady improvements in our business results.

To achieve sustained growth and higher corporate
value in the medium to long term, we will maintain a robust
approach to capital investment and strive to secure a sta-
ble financial footing, raise profitability and improve capital
efficiency. Specifically, we will strive for effective operating
activities, turning achievement of a consolidated ordinary
income margin of 4% or higher into a performance target
and setting return on equity, also on a consolidated basis,
at 7% or higher as a key performance indicator. In addi-
tion, our basic policy on returns to shareholders calls for a
stable dividend underpinned by a payout ratio of 30% on
a consolidated basis. We will continue to aim for a higher
dividend linked to business results.

We are committed to allocating earnings—based on
a comprehensive assessment of our operating results
and business development goals—and to maintaining
the necessary internal reserves to reinforce our operating
foundation. At the same time, we believe firmly in providing
stable returns to shareholders, with an aim of the dividend
payout ratio of 30%. With this in mind, we will continue to
earmark internal reserves to expand production facilities,
strengthen our distribution and sales systems, and cultivate
new businesses.
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Fiscal 2023 in Review and Outlook for Fiscal 2024

Fiscal 2023 in Review

The overall economic environment in Japan during fiscal 2023,
ended December 31, 2023, benefited from the normalization
of economic activity as COVID-19 transitioned to one of the
Category V infectious diseases, and business conditions grad-
ually recovered. But adverse factors, notably sluggish growth
in real wages, limited improvement in consumer spending.

In the bread and confectionery sector, price wars intensi-
fied against a backdrop of rising commodity prices, which
caused consumers to protect the lifestyle they are accus-
tomed to and further entrenched their preference for low
prices. In addition, higher raw materials prices, especially for
mainstay flour, eggs and oil and fat, further worsened a chal-
lenging operating environment. Meanwhile, in retail operations,
namely, at convenience stores and bakery operations, the
number of store visits increased as an end to restrictions on
movement encouraged people to again go out and brought
more travelers to Japan. Demand was up, especially for rice
balls, sandwiches and freshly baked bread.

Under these conditions, the Yamazaki Baking Group
adhered to the teaching of “The Way to Life” and worked
to enhance the quality of mainstay products by promoting
division-specific product and marketing strategies that inte-
grate sales and production activities from the perspective
that all work begins with sowing seeds of endeavor, along
with Nazenaze Kaizen—a process of ongoing improvements
guided by why-why analysis—led by subcommittees. Efforts
were also directed toward enriching the lineups of products
in the low-price tier and multiple-serving products with prices
that consumers feel are reasonable, using a two-tier (high- and
low-price range) strategy as well as a three-tier (high-, low-
and middle-price range) strategy. At the same time, the Group
moved forward on a meticulous product approach across all
price tiers to meet the changing needs of customers, includ-
ing an initiative drawing on the expertise of female employees
in charge of product development to create high-value-added
products. In addition, the government took emergency steps
in October 2022, freezing the price at which it sells imported
wheat to domestic flour mills and then, implementing a meas-
ure to lessen drastic changes, the government curbed the rise
in price in April 2023. Given these developments, Yamazaki
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Baking revised prices on some products in the bread and
sweet buns categories, with shipments on July 1, 2023. But
the Company was able to restrict price increases thanks to
the government measures and, through concurrent applica-
tion of the aforementioned two- and three-tier strategies with
price revisions, the Company was able to provide products
and promote a meticulous product approach across all price
tiers. These efforts yielded favorable business results.

Also of note, on March 31, 2023, Kobeya Baking Co., Ltd.,
transferred all outstanding shares in YK Baking Company,
Ltd., a subsidiary engaged in the wholesale bread business,
to Yamazaki Baking, with the new acquisition becoming a
consolidated subsidiary of Yamazaki Baking from the fourth
quarter of fiscal 2023. Under a new management structure,
YK Baking will maximize Yamazaki technology to improve the
quality of existing products, create new items and strive to
enhance profitability.

For Daily Yamazaki and bakery operations, the focus was
on a management method to evaluate business daily, weekly
and hourly through the project to improve retail operational
performance and achieve accuracy in daily operations. In
addition, retail operations worked toward a recovery in busi-
ness results in collaboration with the strategic product devel-
opment promotion team in the retail operations division, with
the aim of leveraging appealing products developed by draw-
ing on the expertise of female employees in charge of product
development.

The Group’s response to COVID-19 was guided by the
new Yamazaki spirit—that is, providing society with bread,
Japanese- and Western-style confectionery and processed
bread, prepared rice and processed noodles in an emer-
gency—to ensure the stable supply of products. The Group
explored every avenue to achieve this social mission. For
example, all employees were required to take their tempera-
ture. Anyone with a reading above 37.2°C and anyone who
did not have a fever but showed characteristic COVID-19
symptoms had to stay home. The number of employees at
home and the number of positive PCR tests were tracked
daily. In addition, to help prevent the spread of COVID-19
at plants and offices, meters to measure CO2 concentration
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Fiscal 2023 in Review and Outlook for Fiscal 2024

were installed to maintain good air flow and to keep the CO2
concentration below 700 ppm.

Consolidated business results for fiscal 2023 showed a
considerable year-on-year improvement in sales and income.
Net sales rose 9.2%, to ¥1,175,562 million; operating income
jumped 90.5%, to ¥41,962 million; ordinary income climbed
74.2%, to ¥45,526 million; and profit attributable to owners
of parent skyrocketed 143.9%, to ¥30,168 million. These
results reflect a favorable shift in sales of Yamazaki Baking'’s
sweet buns on a nonconsolidated basis and better results by
consolidated subsidiaries. The results were complemented by
a boost in sales through the inclusion of newly consolidated
YK Baking Company, Ltd. and a gain on bargain purchase
recorded as extraordinary income.

Outlook for Fiscal 2024

On the domestic front, business conditions should gradually
recover, buoyed by the government’s economic policy against
a backdrop of brisk improvement in corporate earnings and
signs of local demand, including capital investment activity.
But in the bread and confectionery sector, the operating envi-
ronment could be difficult. Although there is a sense that the
rise in commodity prices has paused, customers’ preference
for low prices is unlikely to change as they strive to protect the
lifestyle they are accustomed to. Meanwhile, from a produc-
tion perspective, there is the issue of higher prices on raw
materials, such as sugar and raisins, and packaging.

Under these conditions, the Yamazaki Baking Group will
keep adhering to the teaching of “The Way to Life” and work
to enhance the quality of mainstay products by promoting
division-specific product and marketing strategies that inte-
grate sales and production activities from the perspective
that all work begins from small seeds of endeavor, along
with Nazenaze Kaizen—a process of ongoing improvements
guided by why-why analysis—led by subcommittees. Addi-
tionally, the Group will continue to apply a meticulous product
approach across all price tiers using a two-tier (high- and
low-price range) strategy as well as a three-tier (high-, low-
and middle-price range) strategy to meet changing customer
needs and create new value and new demand.

For Daily Yamazaki and bakery operations, the goal is to
achieve accuracy in daily operations and enhance business
results by evaluating business daily, weekly and hourly. Integral
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to success are concrete activities under the project to improve
retail operational performance as well as the development
of products by drawing on the expertise of female employees
in charge of product development in collaboration with the
strategic product development promotion team in the retall
operations division.

Division-specific product and marketing strategies are
described below.

In the bread business, the goal is to expand sales of
mainstay Royal Bread by emphasizing quality and presenting
delicious serving suggestions, while increasing the number of
stores handling Morning Star, Sweet Bread and other products
in the low-price range as well as half-size portions. In addition,
for Double Soft, which got a quality boost in January 2024,
Yamazaki Baking aims to fuel demand not only by encourag-
ing stores to draw customer attention to product quality and
serving suggestions but also to allocate an area to Double
Soft timed with the introduction of a two-slice package.

In the sweet buns business, the focus will be on improving
the quality of mainstay products and promoting the develop-
ment of new products using a two-tier (high- and low-price
range) strategy as well as a three-tier (high-, low- and middle-
price range) strategy to expand sales. Also, a groundbreaking
selection of savory side-dish fillings will be added to the
existing assortment of sweet fillings in the Usukawa series of
multiserving packages of buns bursting with delicious ingre-
dients. This innovation should expand handling volume. New
products will also be developed in each price tier of the Lunch
Pack series to spur active demand.

In the Japanese-style confectionery business, we will
expand sales as well. Boosting the quality of mainstay prod-
ucts will be a priority, along with efforts to fully implement
a two-tier (high- and low-price range) strategy as well as a
three-tier (high-, low- and middle-price range) strategy and
develop new products to address market trends and meet
customer needs, with a focus on chilled products and items
that are a cross between Japanese and Western confectioner-
ies. This last pursuit will draw on input from female employees
in charge of such development activities.

In the Western-style confectionery business, efforts will be
directed toward improving the quality of mainstay products,
namely, Premium Sweets and the Ookina Choux (big choux
cream with custard cream) series, and expanding the number
of stores handling Western-style confectionery, while enriching
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Fiscal 2023 in Review and Outlook for Fiscal 2024
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reasonably priced selections, such as the Kissakibun series. In
addition, the product development approach drawing on the
expertise of female employees in charge of product develop-
ment will be maintained to enrich and strengthen the lineup of
products for convenience stores.

In the processed bread, prepared rice and processed
noodles business, the focus will be on developing products
matched to customer needs, while reinforcing the quality and
assortment of rice balls, a sales-driving customer favorite, and
increasing the number of stores handling mainstay products,
such as hamburgers wrapped in washi (Japanese paper) and
the Kodawari series, an assortment of stuffed rolls featuring
familiar ingredients, such as a hot dog or pan-fried noodles,
that provide customers a satisfying and delicious serving.
These efforts should lead to higher sales.

In the biscuits, crackers, sembei (rice crackers) and other
merchandise business, the goal is to expand sales by lever-
aging category-specific brand strategies built on the featured
product lines of each Group company.

As the Group’s very own convenience store chain, one
loved by customers, the Daily Yamazaki convenience store
business strives to provide new value, offer new services
and is working toward a recovery in segment performance.
Efforts will continue in collaboration with the strategic product
development promotion team to develop appealing prod-
ucts, along with a sustained approach under the “Matsudo-
Suginami dominant project” to enrich and reinforce Daily Hot,
the in-store, food-preparation system that is a strength of
Daily Yamazaki operations, and renovation at existing stores to
create uniquely Yamazaki-style stores. The convenience store
business will steadily promote concrete activities at all plants
and strive to improve the profitability of each and every Daily
Yamazaki location.

When the Noto Hanto Earthquake rocked the Noto
Peninsula in Ishikawa Prefecture on January 1, 2024,
Yamazaki Baking jumped into action, driven by the new
Yamazaki spirit to provide society with bread, Japanese- and
Western-style confectionery and processed bread, prepared
rice and processed noodles in an emergency. Immediately
following the earthquake, the Company assessed the situa-
tion and worked quickly to get an emergency supply of bread,
etc., to people affected by the disaster. In addition, a deci-
sion was made to collect relief funds through the Yamazaki
Love Loaf Campaign, a fund-raising program jointly run by the
Foundation for International Development/Relief and World
Vision Japan and supported by Yamazaki Baking. We tempo-
rarily used our donation boxes, which were put out at about
3,500 retail locations throughout the Yamazaki Baking Group,
to collect contributions specifically for Noto Hanto Earthquake
relief. The entire Yamazaki family of companies extends
heartfelt sympathy to all those affected by the Noto Hanto
Earthquake and hopes that life in the disaster zone returns to
normal as quickly as possible.

Given the factors described above, we anticipate the
following consolidated results for fiscal 2024: net sales of
¥1,223 billion, operating income of ¥48 billion, ordinary income
of ¥51 billion and profit attributable to owners of parent of
¥31.5 billion.
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Segment Information

I X MRIFEEELE Percentage of Net Sales by Segment

PiBEEES
Retail business
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1.2%
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Food business
93.0%

I AV MRIEZFIE Operating Income by Segment

I X RRIGEESE Net Sales by Segment
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9 X FR{iEEEE Number of Employees by Segment
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Food business Retail business Food business Retail business Other businesses
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[ |
B0,000 7+ s Y00 RO - .
- —
-
- -
15,000 -0 e e 20,000 e b
0 — = Il B ] —_— 10,000 ----- e meeeiees e e
-15,000
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
TIAVBRIGEEES  Net Sales by Segment (&) Milons of yer)
BRTED 12 B 31 BICKRT URZEE  Years Ended December 31 2019 2020 2021 2022 2023
BmEx Food business ¥ 995,681 ¥ 952,178 ¥ 980,599 ¥1,002,148  ¥1,093,762
PRGE=ES Retail business 53,702 49,350 59,494 61,657 67,952
ZDhEE Other businesses 11,768 13,213 12,878 13,203 13,847
ait Total ¥1,061,152 ¥1,014,741 ¥1,052,972 ¥1,077,009 ¥1,175,562
EIAV MRIEZEFIEE  Operating Income by Segment (B5F9)  (Miions of yen)
ZRRED 12 B 31 BICRT UIEE  Years Ended December 31 2019 2020 2021 2022 2023
BmEE Food business ¥24,217 ¥18,582 ¥20,027 ¥22,326 ¥40,704
e Retail business (1,639) (3,892) (4,193) (3,101) (1,789)
ZDthEZE Other businesses 1,884 2,365 2,154 2,427 2,682
BENFEH Elimination and corporate 362 383 371 380 364
=5 Total ¥24,824 ¥17,438 ¥18,359 ¥22,032 ¥41,962
TIXY MREEESL  Number of Employees by Segment (M) (No. of employees)
BRTED 12 A 31 BICKT UREE  Years Ended December 31 2019 2020 2021 2022 2023
BmEE Food business 26,906 27,331 30,490 30,107 30,554
PiRGE=E Retail business 788 822 907 891 899
ZDthEZE Other businesses 1,030 1,090 1,130 1,212 1,272
ait Total 28,724 29,243 32,627 32,210 32,725
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Segment Information
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Food Business
Net sales: ¥1,093,762 million, up 9.1% from fiscal 2022
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Bread
(Net sales: ¥108,569 million, up 8.2% from fiscal 2022)

In the bread category, mainstay Royal Bread, which got
a quality boost in July from a levain starter, enjoyed brisk
demand, complemented by growing demand for bread
in the low-price tier, particularly Morning Star and Sweet
Bread. Other positive factors were a larger number of
stores handling half-size portions of mainstay products
and a recovery in demand for sandwich bread. All this led
to a year-on-year increase in category sales.

Sweet Buns
(Net sales: ¥433,362 million, up 14.0% from fiscal 2022)

In the sweet buns category, demand for mainstay sweet
buns, such as Coppepan (a type of bread roll with different
kinds of filing) and Marugoto Sausage (a whole sausage
inside a bun), grew considerably, along with good sales
of products in the low-price tier, including the Yamazaki
sweet buns series and Donuts Station. The effect of
a decrease in the number of buns in each package of
the Usukawa series, which accompanied the January
specification changes, was offset by an increase in the
amount of filing in each bun, whose brisk sales proved
the trade-off worked. The Nama Donuts series, a new
product using fresh cream in the dough and filing, and the
Tappuri Manzoku (loaded with extra filing) series of buns
chockful of side-dish ingredients also contributed to sales,
considerably lifting the category total year on year.




BmEBEEDTE_EFI31I8937{2628 5 (XIa1HAEE109.1%).
ERARIE40754E K EGIRIRILE182.3%) £EDFE U,

MEFERFIGE LR 7371593 H M. *iAIEALL104.2%)

MEFE. ENORETFPER. KENRHICHBTDHE
EBIT, FILRRBD[FU—LTcoibEESHE | PILFRR
DFFR@EPOSDOEKRE] KR LICHESTDEE. BIHDTE
L% EEbELUTE,

[} e )
SHhaD
Hybor—FHE

FRTEFI(GEEE1,519(518E 5. XiRiHiLE104.8%)

FEFIE. EHDEADET —FOXEL 21— —X
PFRICHBTDEEBIC, [5DIC>fcO0—ILo—F] D
F5HHDRAAAAO—-)LHVEREL. BIHIDFT EZ EQDE
Uy el

¥y

Net sales in the Food Business segment rose 9.1%
from those of fiscal 2022, to ¥1,093,762 million, and
operating income rose 82.3%, to ¥40,704 million.

Japanese-Style Confectionery
(Net sales: ¥73,793 million, up 4.2% from fiscal 2022)

In the Japanese-style confectionery category, sales of
mainstay kushi-dango (skewered rice dumplings), manju
(steamed cakes with filling) and daifuku (rice cakes with
sweet bean filing) benefited from brisk demand. Cream
Tappuri Nama Dorayaki (pancake sandwich generously
filled with whipped cream and red bean paste), in the
chilled product line, and Yawaraka Nama Daifuku, a new
product blending aspects of Japanese and Western
confectioneries by adding whipped cream to daifuku,
were notable contributors to a year-on-year increase in
category sales.

Western-Style Confectionery
(Net sales: ¥151,918 million, up 4.8% from fiscal 2022)

In the Western-style confectionery category, mainstay
two-serving packages of cakes and the Ookina Choux
series marked favorable results, while 5-Slice Roll Cake
helped boost sales in the Swiss roll lineup, pushing
category sales up year on year.
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Segment Information

Processed Bread, Prepared Rice and Processed
Noodles (Net sales: ¥152,962 million, up 5.7%
from fiscal 2022)

In the processed bread, prepared rice and processed Noo-
dles category, sales of rice balls and sandwiches shifted
in a favorable direction. Daitoku Shokuhin Co., Ltd., also
contributed to a year-on-year improvement in sales, under-
pinned by increased sales of processed noodles fueled by
improved product quality.

Biscuits, Crackers, Sembei and Other Merchandise
(Net sales: ¥173,156 million, up 7.5% from
fiscal 2022)

In the biscuits, crackers, sembei (rice crackers) and other
merchandise category, sales of Home Pie from Fujiya Co.,
Ltd., Poteco (potato snacks) from Tohato Inc., and Chip
Star (potato chips) from Yamazaki Biscuits Co., Ltd., were
favorable, supporting higher sales year on year.
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Retail Business

Net sales: ¥67,952 million, up 10.2% from
fiscal 2022
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In Daily Yamazaki convenience store operations, the
emphasis was on development of appealing products
by drawing on the expertise of female employees in
charge of product development in collaboration with
the strategic product development promotion team.
Products included additions to the Lunch Pack Oomori
series (loaded with extra filling) and Daily Hot items.
Efforts were also directed toward making Yamazaki
Baking’s very own convenience store chain much loved
in the eyes of its customers. In addition, the segment
worked through the “Matsudo-Suginami dominant
project” to improve quality, with a focus on Daily Hot,
the in-store, food-preparation system, and endeavored
to improve profitability, while renovating existing stores
to create a uniquely Yamazaki-style atmosphere and
honing a sharper competitive edge. As a result, sales
at all stores across the chain rose year on year, and net
sales of the Daily Yamazaki convenience store business
were also up, reflecting an increase in the number of
directly operated stores.

As of December 31, 2023, the convenience store
network stood at 1,315 stores, down 34 from a year
earlier. A breakdown of the total number by store type
shows that Daily Yamazaki had 1,006 stores, down 23;
New Yamazaki Daily Store had 298 stores, down 11;
and Yamazaki Daily Store had 11 stores, unchanged
from a year earlier.

Given the above, the retail business generated net
sales of ¥67,952 million, up 10.2% year on year. The
operating loss was ¥1,789 million, compared with
¥3,101 million a year earlier.

ZDMER
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Other Businesses

Net sales: ¥13,847 million, up 4.9% from
fiscal 2022
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Net sales from other businesses came to ¥13,847 mil-
lion, up 4.9% year on year, while operating income
climbed 10.5%, to ¥2,682 million.
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