LOTTE HIMART

KOREA NO.1 Home & Lifestyle Retailer



Disclaimer

This presentation has been produced by LOTTE Himart Co., Ltd. solely for information purposes. The information contained in this presentation has
not been independently verified. No representation or warranty express or implied is made as to, and no reliance should be placed on, the fairness,
accuracy, completeness or correctness of such information or any opinion contained herein. The information contained in this presentation should
be considered in the context of the circumstances prevailing at the time and will not be updated to reflect material developments that may occur
after the date of the presentation. Neither LOTTE Himart Co., Ltd. nor any of its affiliates, advisor or directors shall have any liability whatsoever (in
negligence or otherwise) for any loss arising from any use of this presentation or its contents or otherwise arising in connection with this
presentation. This presentation does not constitute or form part of an offer, invitation or recommendation to purchase or subscribe for any
securities and no part of it shall form the basis of or be relied upon in connection with any contract, commitment or investment decision in relation
thereto.

The presentation may contain statements that reflect LOTTE Himart Co., Ltd.’s beliefs and expectations about the future. These forward-looking
statements are based on a number of assumptions about the future, some of which are beyond LOTTE Himart Co., Ltd.’s control. Such forward
looking statements are subject to certain risks and uncertainties that could cause actual results to differ materially from those contemplated by the
relevant forward-looking statements. LOTTE Himart Co., Ltd." does not undertake any obligation to update any forward-looking statements to reflect
events that occur or circumstances that arise after the date of this presentation.

All or any part of this presentation may not be taken away, reproduced, redistributed or retransmitted in any manner. The information provided
herein shall be kept confidential unless such information is already publicly available.

By attending this presentation, you are agreeing to be bound by the foregoing limitations.
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1. Company Overview

Key factor and Shareholders
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Share X Electronics retailers: LOTTE HIMART,
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@ * Holds 38 million LOTTE Members

| Customer; (20 milion HIMART Member)

(Endof Mar. 2019)
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1. Company Overview

Annual Performance and number of Stores

é [Unit : Sales(KRW trillion), OP/NI(KRW billion)] )

Annual Sales : CAGR 9.8%
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2. Operating Performance

Domestic Home appliance Market

O Scale of a Domestic Home appliance Market

- A
[Unit: KRW trillion]

CAGR 5. 5%T

2014 2015 2016 2017 2018

" Consumer electronics ™ Communication devices

X Source : National Statistics Office

Sale Change of Consumer Electronics
Specialty Stores and Market Share

-

~
[Unit: KRW trillion]
CAGR 5.2%]1
9.3
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05 21
05 17
15 :
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2013 2014 2015 2016 2017
M Lotte Himart 1 Samsung Electronics Sales
Hi-Plaza(LG) B ET LAND
% Source: Annual reports or audit reports of each company, Internal )




2. Operating Performance

Current Status of Stores

O The Number of New Stores

[Unit : Stores]

-

Total
Stores

359

436 440 457 462 463 465(E)
2013 2014 2015 2016 2017 2018 2019

X () : number of shop in shop stores opened in Lotte hypermarket

Store Openings each Quarter
3635

9

6
4
3311 3 ) 012290101 11

—.‘.FL'i.T | | | -

2014 2015 2016 2017 2018 2019(E)

.

~N
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O Store Types

-

[unit : Stores, ft?]

Shop-in-Shop

Category Stand-alone Stores (Lotte Hypermarket, etc)

Store
Count 355 109
ZEJELE 11,315 9,571
Footage
. Residential Commercial
Location
Area Area

xSquare Footage : Operating Area % End of Mar. 2019

Stand-alone Shop-in-shop

stores




2. Operating Performance

Segment's Revenue Mix Percentages

e
O Annual O Quarterly ('17.2Q ~ '19.1Q)
35% 40%
40% 42% 45% 47% 51% 51% 519% | O
28% 24% 21%
19%
25%  24%  22%  20% 19% 7% | 18%  1g9 |
2015 2016 2017 2018 2018 2019 2017 2018 2017 2018 2017 2018
1Q 2Q 3Q 4Q
= Audio & Video : TV, Digital Convergence, Audio, etc.
White Goods : Washing Machine, Clothes Dryer, Refrigerator, Kimchi Refrigerator, A/C, Styler
PCs & Mobile Phones: PC, Mobile Phone
m Home Appliance : Microwave Oven, Electric Rice Cooker, Vacuum, Dehumidifier, Air Cleaner, Electric fan, household items, kitchenware, etc.

\




3. Financial Review

Summary of Income Statement (Quarter)

[Unit: KRW billion]

2018 2019
T2 181Q 182Q 183Q 184Q 19.1Q
% YOY % yoy % yoy % yoy % yoy
Sales 952  100% 6.3%| 1087  100% 24%| 1113 100%  -57% 960, 100%  -0.3% 1037;  100% 8.9%
Gross profit 241 253% 8.8% 2971 274% 2.8% 302 272%  -25% 2320 242%  -3.3% 2397 23.0% -10%
Operating expense 200 21.0% 7.8% 231 212% 1.0% 238 213% 3.6% 219)  22.8% 3.6% 214, 20.7% 74%
Labor 61 6.4% 7.0% 66 6.0% 16% 66 5.9% 9.8% 67 7.0% 4.8% 68 6.5%  114%
Rent 30 31% 3.2% 30 2.7% 0.6% 31 28%  -15% 35 3.6%  -1.8% 9 09% -68.5%
Depreciation 12 13%  -45% 12 11% -10% 12 11% -28% 12 12%  -27% 31 3.0% 157.6%
Adv. & Promotion 16 17% 53% 18 17% 4.5% 17 15%  -50% 19 2.0% 3.4% 17 17% 7.5%
Payment commission 42 44%  16.3% 46 4.2% 8.9% 47 4.2% 6.4% 45 47%  104% 47 45%  12.9%
Shipping cost 22 23%  124% 26 24% 4.0% 27 24%  -48% 27 2.8% 2.9% 24 23% 5.7%
Installation 4 04% 21% 20 19% -201% 26 23% 9.6% 3 03% 3419 6 06%  54.2%
Others 13 13% 7.8% 12 11% 6.8% 12 11% 3.5% 11 11%  -83% 12 11%  -64%
Operating income 41 43%  13.7% 67 6.2% 9.3% 65 58% -20.0% 13 14% -53.5% 24 23% -413%
Income before tax 39 41%  163% 65 6.0% 9.5% 63 57% -202% 41 - -255.8% 20 19% -487%
Net income 30 31%  17.0% 50 4.6% 9.5% 48 43% -20.0% 420 - -340.6% 15 15% -484%
Stores 462 11%| 462 09%| 463 0.7%| 463 02% 464 04%




3. Financial Review

Summary of Income Statement (Annual)

[Unit: KRW billion]

g 2014 2015 2016 2017 2018
o % yoy % yoy % yoy % yoy % yoy
Sales 3754, 100% 6.7% 3,896, 100% 3.8% 3939 100% 11%| 4,099 100% 41%| 4113} 100% 0.3%
Gross profit 927, 247% 53% 963; 247% 4.0% 1013} 257% 52% 1,061 259% 4.7% 1073; 261% 11%
Operating expense 7820 208% 12.5% 803} 206% 2.7% 839 213% 44% 854 208% 1.8% 886! 21.6% 3.8%
Labor 236 63% 14.9% 2417 62% 2.3% 244 62% 11% 246, 60% 0.7% 260 63% 57%
Rent 115, 31% 35.8% 122} 31% 6.0% 123} 31% 11% 125 31% 17% 125 30% 0.0%
Depreciation 53] 14% 145% 52 13% -14% 52 13% 01% 49, 12% -61% 48, 12% -2.8%
Adv. & Promotion 98 26% 3.0% 94| 24% -42% 98 25% 41% 69, 17% -29.8% 700 17% 2.0%
Payment commission 119, 32% 157% 130 33% 9.9% 144) 37% 10.6% 163 4.0% 13.0% 180, 44% 10.2%
Shipping cost 80 21% 6.8% 8| 22% 80% 89 23% 35% 9 24% 10.9% 102, 25% 29%
Installation 35 0.9% -14.2% 320 08% -7.9% 441 11% 36.0% 56/ 14% 27.8% 54/ 13% -35%
Others 46 12% 2.3% 451 11% -3.7% 441 11% -17% 47 11% 63% 48] 12% 25%
Operating income 144, 3.8% -21.9% 160, 41% 109% 175 44% 9.0% 207, 51% 18.9% 186; 4.5% -10.1%
Income before tax 124; 33% -254% 143) 37% 151% 163] 41% 135% 1997 49% 224% 127; 31% -36.2%
Net income 9%, 26% -253% 107, 27% 10.5% 121} 31% 13.9% 148) 3.6% 222% 85 21% -424%
Stores 436 214% | 440 0.9% 457 3.9% 462 11% 463 0.2%

X Fiscal 2013~2016 : Accounting Standard K-IFRS 1018, Fiscal 2017 : Accounting Standard K-IFRS 1115



3. Financial Review

Financial position and the Progression of Debt

O Summary of Balance Sheet O Continuous Decrease of Debt
e N
[Unit : KRW Billion]
[Unit : KRW Billion]
Category Erdof2018| 2019.1Q | YoY
94%
0,
Total Assets 3,117 3,623| 16.2% 77% 73% gs5o, 63% 59% 58% 519
Current asset 915 1,081 18.1% 995
Cash and cash equivalents 300 317 5.9% 859 .
Non- t asset 2,202|  2,542| 15.5% 732 754
on-current asse 0 649 649 630
Total Liabilities 1,055 1,591| 50.8%
Current liabilities 538 803| 49.1%
Non-current liabilities 517 788| 52.5%
Borrowings 630 500/ -20.6%
Total Equity 2,062 2,032 -1.5% ' ' ' ' ' ' ' '
2011 2012 2013 2014 2015 2016 2017 2018
Issued capital 118 118 0.0%
Debt-to-Equity (%) 512%| 78.3%|27.1%p Debt Debt-to-Equity Ratio
% 2019.1Q : Including 330 billion in lease liability(Accounting Standard K-IFRS 1116)




4. Business Strategy

Product Strategy

O Improve sales of Premium appliances*

O Strengthen PB / Global Brand

4 4
* Increase external growth and enhance profitability by * Differentiate from industry and increase traffic by offering
expanding sales of premium appliances that reflect differentiated products. o
. - Improve brand awareness and enhance profitability by
consumption trend. .
) ) ) ) expanding PB.
* Strengthen premium appliances-oriented operation - Strengthen merchandising by expanding global brands.
and display
)
, _ , i HIMADE |
Sales portion of Premium appliances* — L
\
20% D i
15% e
(+)
13% - 14% . =]
' © Global Brand
: Cuisinart beko dyso
= o W
15 16 17 18 *19(E)
Premium appliances* l\ ~
% Premium appliances -
:TV(65 " T UHD, OLED-QLED), Refrigerator(4 door, French door with water purifier), (Turkey) (UK)
\__ Kimchi Refrigerator(400£7), Washing Machine(19kg| front-loading washer) \_

10



4. Business Strategy

O Strengthen Himart Online mall
4

Online Strategy ®
Maximize group synergy by strengthen
O Online and Offline services
N\ a
* Reconstruction Investment in HIMART online mall (Oct. 2015) * Smart Pick(‘16) — Cross Pick(‘17), expand products and
- Expanding online sales portion / actively dealing with pick-up place
online market. * Overcome space restriction / reduce customer defection
* Enhance customer convenience / Strengthen infra * Total 12 Independent Omni Sales Pilot stores (‘18)
(online exclusive logistics, optimized mobile apps) * Provide customer convenience through ‘LOTTE ON’ app
Domestic Online Appliances Market integrated with 7 of LOTTE’s online retail stores
[Unit : KRW trillion] 16.9
11.2 13.7 e
94 ° — ﬁ ; 7 LOTTEON
i 2 TLwE d° 1320)l @9I 26l ON
‘15 ‘16 ‘17 ‘18 4 ” 3 stuio] 20102 xR
Himart online sales portion My -
12% o > <
e Online Shopping mall 9% - = . ' - 3
7% - -
5% I
- B
o,
= .
14 15 '16 "17 18 "19(E)
\ ¢ Source : National Statistics Office, Internal J \_ y
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4. Business Strategy

Online Strategy @

O Strengthen Product and Sales Competitiveness O Strengthen Differentiated Services

-

* Expand popular items and Mall in Mall (non-electronic goods)
- Online SKU : 460,000 (18) — 1,000,000 (19(E))

* Expand new alliance (open market, online marketplace, etc)

Himart Online mall SKU

Electronic goods
W Non-electronic goods

910

[SKU : Stock Keeping Unit, Unit : Thousand]

a
8

“19(E)

11
N |

17

I
GOLFzON
NS Gourzod Rerun

SO0 ARl

R

N

p
* Provide a differentiated service exclusively for
LOTTE HIMART online shopping mall.
- Online industry’s only overnight shipping / install service.
- Short distance smart quick(2hr.) service (small appliances)
SIO|OIE=
QHof| FLojsHH
230 t&0| FHsBHLICY. T

TEYY HiSo N HRR|

StO[OlE=
T0H = 2AZHO[Ly
5t FA7HK| 80| 7ksEiLct.

0l 3 2412 LY @it FA0l 2t
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4. Business Strategy

Introduce home appliance related services for extending business area

* Secure new growth engine by entering homecare market(expected high growth) with commercialization of appliances related services.
* Gain ability to manage home appliances lifecycle that connect from management of post-sale home appliances and even repurchase
unlike the past which simply selling home appliances.
@ Relocate home appliance installation servicer
@ Home appliances cleaning service (Jul.2016), Kitchen and bedding cleaning service (Nov.2016), Living space care service (Feb.2017),
Home reform service (Apr.2018); Providing total home services by expanding home care service items
HXHIE 01TAKIE M 3 -y
| 25""01 & PR /. =) mrxua “ﬁ
' M HIA 22715 ol AEIUS 2B i _,_
SI0I0LE &%] 2 TAKI0l AZ TRNES KHSLIC W‘
‘T_ - v'H‘ )1(’2;!9020|~Z_0|904‘30 . \é. 712} 2019.04.01 - 2019.04.30
014kl @ WPz @ ofofzt @ uiey ‘ mealA @ zusc
@ B8 34 @ L B THEE e QASKTH . wasyany @ BIS7] SINAIE
@ L - @ AT EENS 371897 L =] @‘It}é?i
HUFHI Am;ae ZH(0f AH|A o S S =
o - W .
y = P 2
Relocate home appliances installation Homecare service
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*Customer

O Main customers (age group) ; 30-50 yrs old

4 N\
Age
1~19 20~29 30~39 40~49 50~59 60+
0%
0,
7% 14%
1
! | 22%
! | 27%
i I' 1
1 | 1
I | 1 1
1 1 1
: i ! !
*Study ' ! 30% !
«Communication : :
1 1
*Wedding | :
Upbringing | *Purchase of
of children | Premium line
*House :
Moving !
*House Buying
*Replacement
of Electronics
X Source: Internal, based on sales volume, End of Dec. 2018
G J

O Growing number of Lotte Himart member

-
[Unit: million people]
. nually
+1 Milion o 20.3
19.2
18.1
16.2 17.1 . .
15.2 . .
2013 2014 2015 2016 2017 2018
X Internal Source
\_
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*Logistics and Repair Service

O Nationwide Network

O Electronics Repair Service (Small Appliances)

-

[Unit : store]

Metropolitan
(about 46% of
total stores)

Q Store: 464
@ Distribution Center: 12

@ Repair Service Center: 11

‘%eju«s)

X End of Mar. 2019

N

)

4 )
—> Repair Request
-=> Repair Finished

0

. Store
Customer (HIMART)
PN ?
1 \
I AN 1
1 ~ 1
I \ I
1 AN 1
1 \ |
[ \ 1
[ AN !
i RN i
1 N [ 2
[ \
\
\
Repair Center Repair Center
(Maker) /YA > (HIMART)

X Large electronics are repaired by maker repair centers or engineers
\ /




*Comparison of Competition

Profitability and Efficiency

O Competitive Profitability Ratio

O The No.1 Sales and Operating Profit per Store

4 4 )
[Unit: KRW hundred million]
Sales Profit Operating Profit = Net Income Sales per Store  m Operating Profit per Store
25.9% 89
24.7% 75
23.7%
5.1%
52 50
3.6% | 21.6%
4.5
1.8%
1.1%
O,
0.1% 0-47&'5 % l 02 0.9
' ' r - T T -_\
-0.7% .05
Lotte Himart Samsun.g Hi Plaza ET Land Lotte Himart | Samsung Hi Plaza ET Land
Electronics Electronics
Sales Sales
X Source: 2017 annual reports or audit reports of each company X Source: 2017 annual reports or audit reports of each company, internal data
. . J
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