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Disclaimer

The aim of this document is to provide practical assistance to shareholders and potential investors by reporting the recent

performance and business status of LOTTE Confectionery and its major subsidiaries.

LOTTE Confectionery uses the Korean version of International Financial Reporting Standards (K-IFRS).
This document includes the prospects and judgements of LOTTE Confectionery, based on recent business circumstances.

In practice, adjustments can be made due to the likes of changes in the business environment or modifications to our strategy.

Nothing in this document shall be considered evidence of legal responsibility towards investors nor as a solicitation to invest.
We kindly remind you that LOTTE Confectionery accepts no responsibility for the actions of any third party

acting on the information provided in this document. Feb 24,2021
Lotte Conf. IR Team
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Lotte Conf. News

Lotte Conf. officially opened its own online mall with differentiated content on Jan 22"9,

The following services are available : regular snack subscription service, introduction to new snacks, “newtro” packages, and a
gift function that allows customers to send products to contacts despite not knowing the recipient's address.

Next, we plan to launch a mobile app and expand online sales not only of confectionery but also ice cream.
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2020Y Business Results Review

ig good food

he world a better place.




LOTTE

2020Y Financial Highlights

[Parent] Domestic sales remained at the previous year's level. We significantly improved our operating profit through profitability-oriented management.
[Consolidated] Operations in India and Belgium were affected by the Covid-19 pandemic. But, overall operating profit has risen compared to the previous
year thanks to a strong defense from operations in other countries and the influence of domestic businesses.

2019Y 2020Y (Yoy) Issue comment
Sales 1,530 Bn 1531 Bn 1 Bg - Confectionery and bakery sales decreased, but total sales stayed at the previous
+0.1% year's level thanks to increased sales of ice cream and health food.
Parent Op Pere:ct_ ing 64 Bn 87BN 23Bn - Advertising costs increased, but rose via management efficiency improvements,
ot +36.3% such as cost-cutiing measures.
- Marginimproved significantly thanks to a focus on profitability at major businesses
OP% 4.2% 5.7% +1596P Aran mproved sy profiebiltyat méy
(confectionery/ ice cream).
2093 Bn 2076 Bn (‘%)785“) . Add new corporation in 2020 (Lotte Corp —» Lotte Conf) - Sales 58 Bn, OP 1 Bn.
A0.8%
Consoli | Operating 97Bn 113Bn 15Bn - Covid-19 hurt OP in India (Ice Cream)/Belgium/Singapore.
-dated Profit +15.7% - Despite Covid-19 , OP improved in Pakistan/Kazakhstan/Myanmar/Russia/China.
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2020Y Financial Highlights (Parent) | Sales

[Confectionery] Though sales of gum and candy fell due to the Covid-19 pandemic (which resulted in the wearing of masks and fewer outdoor excursions),
the drop in sales was mitigated by the launch of new chocolate and snack products.

[Ice Cream] Ice cream sales improved as more people consumed ice cream at home and the number of ice cream specialty stores rose.

[Health Food] New product “Colostrum Protein 365" contributed heavily to a large rise in health food sales. [Bakery] Effects of the withdrawal of stores and

__________________________________ )

reduced sales of buns |
+11.4 Bn (A14.3 B

=
)

| | 7y, 1,531Bn
1,530 Bn | | Z
» : +20.1 Bn :
- s
2019Y Confectionery E Ice Cream Health Food E Bakery Others 2020Y
Sales 1,024 —1,017Bn i 328 — 348 Bn 15— 26Bn E 114— 100Bn 50— 40Bn
GUMA279Bn |  BAR+127Bn ColostumProtein 1 Withdrawl of stores A7 Bn
CANDY A258Bn |  CUP+94Bn H35BN 1 Salesofbuns A368n
CHOCO+276Bn 1 HOME+58Bn
SNACK+153Bn 1 PENCIL A7.6Bn |
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2020Y Financial Highlights (Parent) | Operating Profit

We significantly improved costs through profitability-oriented activities and expanded advertising expenses for promoting the brand.

""""""""" 7
_ 86.6 B

+23.8 Bn
+23.1 Bn

63.5Bn E Reduce D/C, retums E
| and etc. !
2019Y OP Increasein sales :LCost improvementi Labor costs Advertising Other expenses 2020Y OP

Department

63.5Bn

COsts

We significantly improved profitability in our main business (Confectionery/lce Cream). Health Food is also improving.

7

ﬁ b
% 7 86.6 Bn

+23.1 Bn

2019Y OP

Confectionery Ice Cream

Health Food Bakery Others 2020Y OP



LOTTE

CONFECTIONERY

2020Y Financial Highlights (Consolidated) | Sales

[COVID-19 Negative effects] Both sales and operating profit deteriorated in India, Belgium, and Singapore.
[COVID-19 Good Defense] In Kazakhstan, Pakistan, and Myanmar, sales declined but operating profit improved.
[India (Confectionery)] Added to consolidated income statement in 2020.

2,093 Bn

Y | N i »

i | ! /. ” / .
. (A596Bn) | BERILE | AKO6Bny g
i 7 | |

2019Y Parent (Domestic) |  COVID-19 ' India (Confectioneryy ~ COVID-19 | Internal transactions 2020Y
. Negative effects i ' Good Defense i etc.

Sales 1530—1531Bn | 218—-159Bn : (Addedin2020) | 382—366Bn | A37—A38Bn
Il (e Cream) A433 B | Kazekistan A145Bn | Intemaltransacions A0.7Bn
| Belgum A158Bn ! | Pakistan A52Bn | Sweetwith+0.1Bn
| _Shgapore A05Bn__| | _ Myanmer A02Bn_

Russia+).7 Bn

China+3.0Bn
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2020Y Financial Highlights (Consolidated) | Operating Profit

[COVID-19 Negative effects] Both sales and operating profit deteriorated in India, Belgium, and Singapore.
[COVID-19 Good Defense] In Kazakhstan, Pakistan, and Myanmar, sales declined but operating profit improved.
[India (Confectionery)] Added to consolidated income statement in 2020.

P | 113 Bn
! |
'\ (A116Bn) | +45Bn |
+23.1Bn W ( ) | meswerm IR +15Bn
97 Bn i i
2019Y Parent (Domestic) @  COVID-19 ' India(Confectionery) ~ COVID-19 Internal transactions 2020Y
' Negative effects ' Good Defense etc.
Operating Profits 64— 87 Bn ' 16— A2Bn i (Added in 2020) 33—38Bn A15— Al11Bn
Iﬂndia(loe Cream) A11.3 Br1I Kazakhstan+04Bn  Intemal transaction+4.0 Bn
| Belgum A62Bn ! Pakistan +36Bn
i Singapore A04Bn i Myanmar +0.2 Bn
""""""""" ' Russia+0.1Bn

China+0.2Bn



2021Y Guidance

Global Leader

JETE Confectionery
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2021Y Guidance

We plan to continue our profitability-oriented management strategy in the domestic market. Our target operating profit is over 100 billion won.
In overseas markets, we will focus on recoveries in countries where our operations were worst hit by the Covid-19 pandemic.

2020Y 2021Y (P) [ 2021Y Key Management Directions]
Sales 1531 Bn Sales Growth Rate
Low-single (Prospect
b Expand
Parent Operat'lng 87 Bn ) Online
Profit . L
Operating profit ratio Improve
6.5~7.5% (Prospect : TF
OP% 570/, (Prospect) profitability
Sales 2076 Bn Sales Growth Rate

Global

Mid-single (Prospect)

: : business
ConsolijOperating 113Bn
-dated Profit Operating profit ratio
6.5~7.5% (Prospect) management
OP% 5.4%

Remark) The 2021Y forecastis likely to change depending on the timing of preparation ,and it includes subjective judgment of the company.




2021Y Guidance | Expand Online

Expand
Online

LOTTE

CONFECTIONERY

Lotte Confectionery has strived to pioneer the online market in recent years.

As a result, online sales in 2020 increased 89% year-on-year. (66% increase with distributor online sales)

We will focus on managing online channels in 2021.

[ 2020Y Main activities]

- Expand online task organization (Team—Division) (Jan 2020)
- Open “NAVER” Store (May 2020)
- Launched Korea’s first “Monthly snacks” subscription
service (Jun 2020)
- Confectionery sales in direct delivery channels rapidly increasing
(Over 100%)

coup Gmarket AUCTION. ) LoTTEON

- Ice Cream, Natuur, and Bakery department open new accounts
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Onlinemall

Growing
channel

Products

[ 2021Y Plan ]

2dl

- Open own online mall (Jan 2021)— Lotte Sweetmall @ AYYES

- Concept Only & First— Subscription senvices, Pre-launching new products

- Foster new growing channels —NAVER smart store, BAEMIN Bmatt, etc.

u brand.navercom - lotteconf
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- Expand target products from confectionery to entire department

- Develop online specialized products, Expand promotions

- Expand products at consumer preference prices (8,000~12,000 won)
- Develop B2B market (office/kindergarten/school, for gits, etc)
- Expand live commerce (GRIP, JAM, TMON, NAVER Live, etc)
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2021Y Guidance | Improve profitability
We took a step forward to improve our profitability.
Improve As a result, we saw the first signs of improvement in 2020.

profitability ) .
POST In 2021, the improvement should be even more obvious.
COVID

Global

JIHLESS

2017-2020Y Main activities

Sales that value profitability rather than

BB - Consultation with Boston Consulting Group market share expansion

(zero-based (Oct 2017 - Jan 2018)

seeEnON - Establish 19 initiatives in 8 major areas (Feb 2018) Focus on high-yield channels rather than high-costs

- Goal of saving 112 hillion over three years : :
ex. Online channel, Ice cream specialty stores, etc.

LRRCIE - Change price management system (2021~)
Improve i ili
WS el ce fixed costs e Efforts to boost profitability of Health Food & Bakery

businesses strongly expected to bear fruit

- Withdraw stores (Direct manage/Franchise) (May 2020)
- 133 locations in 2017 — 21 locations at end of 2019 Continuing to discover ZBB activity challenges
— Withdrawal completely (May 2020)

Health Improve management efficiency through
N T e e beginning of digital transformation (DT)

- Termination of “Health-One” specialist stores
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2021Y Guidance | New ltems

We are continuing with efforts to launch new products in the existing confectionery market.
“Crunky Pepero” is representative of new products that use existing flagship branding upon release.

Also, the new “AIR BAKED” concept in shacks is a leading new trend in the snack market.

[Main new products : Confectionery]

Crunky Pepero —16.4 Bnin Sales (Apr 2020) AIR BAKED
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2021Y Guidance | New ltems

Products that are gaining popularity with consumers are emerging one after another in the Health Food department.
“Colostrum Protein 365” became a leading brand in the adult protein market within one year of launching.
“Quakers” have become a dietary substitute and diet food through steady marketing activities.

[Main new products : Health Food]

Colostrum Protein 365 Quaker

— 2020
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2021Y Guidance | New Iltems

We are continuing our efforts to find future business item related to food.
And we are continuing to discover new items by establishing a new task group “NC” in the marketing organization.
Profitaolli

Also, top management encourages “start-up” culture by fostering ventures within the company.
COVID

Global
JIHNGESS

[Marketing organization] [In-company ventures Poster]

2021
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2021Y Guidance | Post COVID-19

[2019-2020Y Confectionery market]

Total confectionery market (POS): A0.1% decrease
Gum A 25.9% decrease, Candy A10.9% decrease

4473 Bn 4.468Bn

Lotte Confectionery (POS Sales)
Gum A 24.1% decrease, Candy A 13.4% decrease

B Snack
Gum Can

woie [Gum] [Candy]
]

Choco 173Bn 132Bn

o (A42Bn) 141Bn
Biscuit
122Bn
Candy A24.1% (A19Bn)
Gum A134%
2019 2020 2019 2020

Remark) POS Sales/ Total includes other categories (2019Y: 106 Bn, 2020Y: 124 Bn)

LOTTE

CONFECTIONERY

The gum/candy market has declined since the start of the Covid-19 outbreak for two reasons:

1) inconvenience of eating while wearing a mask; 2) a decline in purchases of gum and candy at cashier stands.
During the pandemic, we have overcome this sales decline by launching new chocolate and snack products.
The gum and candy market is expected to recover gradually after the end of Covid-19.

This recovery will serve as an opportunity factor for Lotte Confectionery.

[2021Y Main marketing plan]

- Refiecting demand for flavor and fragrance
- Consider peppermint trends

Launch new product “MonCher Jelly”(Feb. 2021)
- Similar characteristics to MonCher pie
- Adds fun elements to shape, taste, and texture

Enhance marketing activities for Xylitol
- TV commercial (cavity prevention function)
- Public advertisement (mouth care in mask)

Expanding products for outdoor activities |
- Anti-Sleeping Gumy/Chewing gum when exercising 7,55

14



2021Y Guidance | Global business

Global

JINNGESS

[21Y Sales prospect by foreign corporate]

2019Y 2020Y 2021Y(P)
219Bn 159 Bn
COVID-19 i
Negative India (Ice Cream) 102 Bn 0.90% of sales
effects Belgium 105Bn pre-Covid-19 (2019Y)
Singapore 11 Bn
382 Bn 366 Bn
Kazakhstan 193Bn
COVIE 9] Rl 9280 100-105% of sales
defense R EUEN pre-Coivd-19 (2019Y)
Russia 51 Bn
China 16Bn

Remark) 2021Y prospectof Lotte India (added in 2020) : 80-90% of pre-Coivd-19 sales (2019Y: 70 Bn)

- 3 Mega brands : Choco Pie, Pepero, Gum

India

LOTTE

CONFECTIONERY

The primary goal of 2021 is to restore global business to pre-Covid-19 levels.
We will develop the Lotte Global Mega brand in our overseas market to strengthen our Lotte brand equity

[Main Brand by foreign corporate]

[lce Cream] Havmor; Launch Lotte World Cone
- Havmor — M/S 1st (44%) in westem region (Amul; 2" (24%)))
: p i T .
[Confectionery] Lotte India; M/S 1st place in CP ) pl.(/ S
- M/IS91.7% (Nielsen, 2020) % N

Guylian; Mass Premium chocolate for Gift
- Enhance all year round product (for retail, online channel)

The World’s Favourite
Belgian Chocolates

Rakhat; Local No.1 confectionery Brand

- M/S 1st place in confectionery - (Kazakhstan)
- 1st place in awareness survey of local brands (Forbes, 2018)

Expand Choco Pie sale in Kazakhstan

Launch the 3@ Choco Pielinein Russia
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2021Y Guidance | ESG Management

LOTTE

CONFECTIONERY

Lotte Confectionery was given an ESG evaluation grade of A in 2020 (the industry’s highest).

In the future, we intend to implement sustainable management through more-advanced ESG activities.

[2019-2020Y ESG Evaluation results]

KCGS

o =N

2019Y 2020Y

4 4

CORPORAT,
ONINEOES
CORPORAT,
OIS ECES

2019 2020
Environmental: A Environmental: A
Social: A Social: At
Governance: B* Governance: B*

[Main Social contribution activities]

k.| SweetFactory (2010~) it Naur Forest (2019-)
| 95 - Confectionerymuseum -7 . SHRBRE _ oronion forperting benorest

Y| Sweet School (2020~)
M. - Improve after:school sumoundings

. Ecofriendly package(2021~)

e ’ - Develop cacao material paper

Practice community sharing to overcome Covid-19
- Donating to publicinstitutions/ Supporting healthcare and care organizations with products
. o i B y ; | e ity Y

Domestic

i SWeet Home (2013~)
SR - Established 8 children care centers

Overseas Myanmar India Kazakhstan

Supports marine ecosystem protection activities (1998~) ?ggﬂi %CFISE
- Be connected with Guylian icon “seahorse” S g

Natural disaster relief / Support building community library (2015~)

Support educational institutions through NGO group (2018~)

Sponsor New Pushkin Literature Award (2017~)
- Sponsored annually

16
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Blueprint | 21-23Y

Domestic business is expected to increase sales and improve operating profit in all business units ; confectionery, ice cream, health food and bakery.
We will focus on overcoming Covid-19 negative effects abroad and introducing “Lotte” brand to local corporations actively.

[Domestic Positive Effect Point & Management Directions] [Overseas Management Directions]
QiR ==t et COVID-19 Overcome Covid-19 effects in India & Belgium
(@6)3}{ld Trend leading NP Baked snack, Dessert, Functional product
ieIE08Y  Recover Gum/Candy sales  Revert to pre-Covid19 levels in 2022~2023 Strengthen proﬁtablllty in Local Brand
New Price System 10 bn profit improvement in 2021~2023 Introduce “LOTTE" brand to local corporations
Online+lce spedalty store ~ CAGR are expected 10% in 2021~2023 Kazakhstan @ + psp.;‘ﬁf_,,,fgvm : {
Trend leading NP Household products, Off-season products ! ..
Premium (Natuur) Vegan products, Signature store

LOTTE Group synergy Respond to big changes of ice cream market
Colostrum Protein 365 Expand product types (RTD type. etc)

Quaker Active marketing, Promote “Drinking Quaker”
Trend leading NP Develop unique NP (Functional certification)
Mass / Frozen Enhance the quality of product as bakery

Improve Operating profit Maximize the effect of withdraw stores
Trend leading NP High-end dessert products

17
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Conclusion

The dividend for 2020 is 1,600 won per share. (YoY +300 won, dividend yield 1.6%)

In addition, we will introduce an electronic voting system at the 4th general meeting of shareholders

to enhance the safety of shareholders and the convenience of exercising voting rights.

We will continue to work hard to be a company that rewards our shareholders and investors for their support
to build future growth engines, improve management efficiency, and have a worldwide presence.

Finally, Lotte Confectionery will listen to various opinions of the market and communicate actively. Thank you!

Lotte Conf. IR Team | Team Leader Hyun Deok Kim

02) 2670-6527
Senior Associate Se Won Kim

LCONF_IR@lotte.net

Copyright © LOTTE Confectionery Co.,Ltd.



