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Indonesia Business Strategy

— Solidifying No. 1 position in the decorative market by
strengthening brands, distribution channels, and human resources

'Navigating the decorative paints landscape

Amidst the global slowdown of 2023, the Indonesian economy
grew relatively strongly at 5.05%, and the middle class in Indonesia
has been growing faster than other groups; according to World
Bank Data, there are now at least 52 million economically secure
Indonesians or one Indonesian in every five. The market is expected
to see continued growth fueled by government infrastructure and
construction projects, specifically investment given the ongoing
national strategic projects (PSN), including the new capital

city (IKN) development.

The economy segment is highly competitive, with local and
international players vying for market share. Price sensitivity is a key
factor for this segment and PT Nipsea holds a strong position by
leveraging our extensive distribution network and brand recognition.
We cater to budget-conscious consumers by introducing economy
lines alongside our core mid-tier offerings and product guarantee,
ensuring affordability without compromising on quality.

On the other hand, the premium segment is experiencing growth
due to rising disposable incomes. Here, consumers seek superior
aesthetics, functionality, and eco-friendly benefits. Established
international brands and local players with strong brand recognition hold
sway in this segment. We differentiate ourselves by capitalizing on our
global reputation for innovation to introduce premium lines with best-in-
class features, as a reputable, trusted Japanese brand and exceptional
customer service to stand out in this competitive landscape.

By strategically catering to the entire spectrum—economy,
mid-tier, and premium—PT Nipsea is well-positioned to maintain
Indonesia market leadership. Our differentiated product offerings and
targeted brand positioning ensure we capture the full potential of this
exciting market.
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Indonesia Business Strategy

'EPS compounding strategy that leverages growth drivers

Holistic branding

PT Nipsea has established a strong brand presence in
Indonesia since 1969, and our brand awareness has gained

a Top of Mind score of 26% in the latest Nielsen Brand

Health Check, solidifying our leadership position. We offer
comprehensive paint solutions, from budget-friendly options to
innovative premium lines.

Our multifaceted marketing strategy builds loyalty across
the entire value chain: (1) We empower our exclusive dealers
through training initiatives, marketing collaborations, and
sales incentives, enabling them to recommend our products
effectively. (2) We offer training programs for painters,
equipping them with product knowledge for our entire range
and promotional tools to effectively market their services,
thus ensuring superior application quality and reinforcing
brand value. (3) We engage homeowners through targeted
advertising campaigns across various media channels
to establish Top of Mind awareness. Additionally, sales
promotions and loyalty programs further incentivize purchase
and strengthen brand affinity. This holistic approach solidifies
our leadership position.
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Dominating the economy segment

PT Nipsea dominates the economy segment with a strategic
approach that leverages our strong brand heritage. We
understand budget is key, so we offer economy lines alongside
core offerings. This ensures budget-friendly options to
consumers without sacrificing quality —a promise reinforced by
our #1 Top of Mind score. Our extensive distribution network
guarantees product accessibility across Indonesia, eliminating
the need for consumers to seek alternatives. We collaborate
with local dealers, leveraging their market knowledge and
established business partners. Exclusive programs, product
rebates, bundled packages and sales incentives empower our
dealers to confidently endorse PT Nipsea's value lines to their
customers. We also utilize targeted promotions, like discounts
and product guarantees, to further incentivize purchase for
cost-conscious consumers. This approach not only drives
sales but also reinforces the value proposition of our economy
product lines.

By combining brand strength, accessibility, business
partnerships, targeted promotions, and product guarantees,
this multi-pronged strategy ensures we deliver a compelling
value proposition that resonates with budget-conscious
consumers across the country.
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Leading the premium segment

Capitalizing on our #1 ranking and global reputation, we

offer premium lines that provide best-in-class formulations
(superior hiding power, vibrant colors, smoothness, minimum
spattering, and eco-friendly), surpassing our stakeholders’
expectations. Our targeted marketing campaigns demonstrate
the transformative power of our premium paints. These
campaigns utilize high-end media channels and feature
inspiring design projects to position our products as the key
to achieving a dream living space. We also understand the
influence of KOLs (Key Opinion Leaders) and designers in
the premium segment. By forging partnerships with these
influencers and professionals, we leverage their expertise

to position Nippon Paint as the premium choice for high-

end projects. This not only increases brand visibility but also
reinforces the trust and value proposition associated with

our premium lines. Understanding the distinct journey of the
premium customers, we provide unparalleled customer service
that extends beyond the point of purchase. This includes
personalized consultations, color and product expertise,

and readily available after-sales support. This holistic approach
ensures a premium experience that matches the caliber of
our products.

Vinilex series

Four designers for Ramadan Color Trend Campaign



Integrated Report 2024 Who We Are

Indonesia Business Strategy

Dominant distribution edge

PT Nipsea's six strategic pillars
1. Expand distribution points across Indonesia

2. Drive stronger distribution of CCM machines and
increase product penetration in all segments

. Develop new channel through business partners

4. Key account management for high revenue dealers

5. Nippe Star Outlets for business partners catering
to the specific refinishing and painting needs of
the automotive industry

. Pylox Star Outlet for business partners catering to
smaller, localized markets and specific spray paint
customer segments

By harnessing our brand's strengths that align with our strategic
pillars outlined above, PT Nipsea aims to drive growth of the
Indonesia business. Our dominant distribution edge hinges
on a two-pronged approach: extensive reach and strategic
partnerships. We're expanding distribution points nationwide,
ensuring product accessibility. Furthermore, we prioritize
computerized color matching (CCM) machine deployment
and deeper penetration across all segments. To complement
this, we cultivate partnerships with new business partners,
empowering them to offer our full range —color-matching
options included —to their customers. This comprehensive
strategy positions PT Nipsea as the most accessible and
versatile paint choice in Indonesia.

Revolutionizing color and product choices
PT Nipsea prioritizes CCM as a key differentiator that offers

major benefits for both value and premium customers. Budget-
conscious consumers personalize colors within their economy

Message from the Management

Execution of Medium- to
Asset Assembler Model

line, while premium
customers have access
to a vast palette for
creating unique designs.
This strengthens our
competitive edge,
particularly in the
premium segment,
where customization is
highly valued. For stores, CCM shop
implementing CCM

opens up a wider range of possibilities, leading to higher sales
and reducing the inventory cost, and having a CCM positions
the store as a one-stop shop—a win-win for all.

Expanding our reach with business partners

We strategically select
new business partners,
drawing on the stellar
track record of our
existing distributors.
These business
partners gain access
to our established
brand reputation,
comprehensive
training programs, our
selective product portfolio, and special technical services.
This empowers them to deliver exceptional customer
service and cater to diverse consumer needs, allowing
them to replicate the success of our current network.

By capitalizing on the expertise of proven partners, we
seamlessly expand market reach and solidify our

leadership position.

QOur business partners
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Robust human resource structure

PT Nipsea boasts a robust human resource structure with
strengths evident at both the management and frontline levels.

Management powerhouse: Our leadership team brings
a wealth of experience from diverse, competitive sectors. This
diversity fosters innovative approaches. For instance, our
LFG Awards winning projects: Leveraging Sales Promoters
& Repurpose of Waste. These initiatives demonstrate their
ability to leverage cross-sector expertise and drive impactful
results. This talent pool also ensures a strong pipeline for future
leadership, with potential successors already groomed and
gaining experience for bigger roles in the near future.

Frontline excellence: Our frontline employees are the
backbone of our customer experience. We invest heavily
in their development, providing comprehensive training
programs that equip them with in-depth product knowledge,
application techniques, and exceptional customer service
skills. This is further exemplified by initiatives to leverage our
Sales Promoters to Product and Color Consultant. Through
such programs, our frontline staff hone their capabilities
and empower customers to make informed paint and color
choices, fostering brand loyalty and trust.

By building a dynamic leadership team with diverse
industry backgrounds and investing in the continuous
development of our frontline workforce, PT Nipsea ensures
a high-performing human resource engine that propels our
success in the Indonesian coatings market.
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Maximization of EPS

Improve market share and profitability

China business strategy
' Business environment

.

Growth drivers
1. Brand 2. Distribution channel
3. Human resources

D 4

Market growth forecast (2024-2026)
TUC: Volume basis: +3 %0 / Value basis: +1%
TUB: Volume basis: +1 %0/ Value basis: +2%

Our medium-term forecast (inLCv)
Revenue CAGR...

Tuc: +10-15% tus: C.+5%
2026 OP margin (NIPSEA China): C.12.5% (2023 resuts)

Execution of Medium- to Management Structure That
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China Business Strategy

— Establishing dominant No. 1 position by

leveraging our brand strengths in various dimensions

'Analysis of the decorative paints market landscape

Home renovation boosting TUC market

Real estate remains pivotal to China's economy. As restrictive policies
ease, the real estate market is set to usher in a relaxed environment,
leading to growing demand for aesthetic living spaces due to rising
income. New growth areas are re-renovation, partial renovation, and
home renovation. As of November 2023, China's housing stock,
accounting for about 40% of home decoration, stands at 13.4 billion
square meters, growing steadily at 5-6%. This expansion suggests a
future increase in repainting demand.

Color and personalization fueling Tier 1-2 cities

As of 2023, 72.6% of China's home decoration consumers are located
in economically prosperous Tier 1 and 2 cities. These areas, with

high overall economic development and the post-90s and post-95s
generations as key consumers, are seeing increased demand for

color and personalization. The main competitors in Tier 1 and 2 cities
are a major brand and several art paint brands. The major brand,
known for its high visibility, targets young consumers through strategic
marketing, while the art paint brands are focused on innovation and
price competition to vie for market share.

Great market share expansion potential in Tier 3-6 cities

As of 20283, around 27% of home improvement users are found
in China's less economically developed Tier 3 to 6 cities, which

consist largely of towns and counties. With increasing urbanization
and rising per-capital consumption, these under-served areas,
particularly Tier 5 and 6 cities, present significant growth potential.
Our primary competitors in Tier 3 to 6 cities are a major paint
manufacturer and small local ones. The major player invests heavily
in aggressive sales promotion and store expansion. Local small
players cater to local customers, offering competitive prices and
fostering close relationships.

Distribution by tier (2024E)

Distribution by tier Population (10,000 people) GDP (RMB million)

Tier 1-2 cities 58,161 (42%) 459,216 (47%)
Tier 3-6 cities 61,942 (45%) 282,978 (29%)
Nationwide 138,034 (100%) 974,975 (100%)

Chinese decorative paints market growth Breakdown of users by tier

[ Chinese decorative paints market size (RMB 100M) (%)
--Growth rate (%) 27.4
25.6
12.4 23.6 234
6.5 79 78 77 75 74
35,230 87802
32,772
28.297 30,429
26,163 “2

21,871 23,284

2018 2019 2020 2021 2022 2023 2024E 2025E

TierO Tier1 Tier2 Tier3
and lower

Source: iResearch 2023 China Home Decoration New Trend Insight Report
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China Business Strategy

W EPS compounding strategy that leverages growth drivers

Leveraging top-of-mind brands
and training painters

Nippon Paint China entered the Chinese market in 1992 and
has since been a pioneer in brand building in the Chinese paint
industry. It has always ranked first in brand awareness in the
Chinese paint market with a Top of Mind rating of over 50%
among consumers.

Top of mind rating
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Execution of Medium- to
Message from the Management Asset Assembler Model Tel

In 2023, Nippon Paint China’s Magic Paint became the top
independently searched brand in the texture paint category
on platforms such as Baidu, Tmall, Douyin, and Xiaohongshu.
It attracts more than 7,000 customers monthly through
live broadcasts and other forms. These customers are
automatically distributed to the nearest dealers for follow-up
and service through Nippon Paint China's digital intelligent clue
center, creating more business opportunities for dealers.
Nippon Paint China has 16 training and certification
centers in China, which have trained more than 400,000
painters over the past 14 years. Nippon Paint China has
become the first foreign-funded enterprise in China to obtain
a "Private School Operating License," providing professional
competency level certification for interior and exterior wall
painting construction personnel. At the same time, the
"Nippon Paint Club" has over 1.4 million members through
points, training, certification and other operations.
Additionally, over the past two years, Nippon Paint China
has continued to expand its presence within the Chinese
designer community through the "Dream Home Makeover"
video series, the "Future Star" Young Designer Competition,
and Magic Paint's "Light and Shadow Wonderland" series
of exhibitions at Shanghai and Guangzhou Design Weeks.
Through these events, we are enhancing our influence on high-
end consumers with premium decoration needs.

&N 5 A

Brand influence —Nippon Paint China’s booth
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Empowering Color Strategy through CCM machines

1. TUC's Color Strategy focuses on seizing the Chinese
computerized color matching (CCM) market and customers'
color mentality.

2. Starting from 2020, we have increased investment in CCM
machines, as well as 1,988 color cards and other color tools
in the distribution market, and cooperate with Professor
Song Jianmin of the China Academy of Art to release annual
color trend colors; at the same time, we utilize the community,
Xiaohongshu and other online mainstream media platforms to
promote Nippon Paint China's popular colors.

3. Starting from 2024, we plan to add 8,000-10,000 CCM

units every year. For distribution stores that achieve a certain
sales volume, we will provide CCM machines free of charge.

)

CCM machine

Nippon Paint China’s lifestyle store.
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Our success with Asset Light strategy

To quickly occupy the market and enhance product
competitiveness, Nippon Paint China introduced the "OEM"
outsourcing production model on the basis of self-production.
In areas with mineral resources, we select OEM manufacturers
with resource advantages, production capacity, and logistics
distribution capabilities. This strategy allows Nippon Paint
China to become asset-light, meet demands for rapid growth
in production capacity, and significantly reduce the cost of

dry powder mortar products, laying the foundation for the
business group to achieve rapid growth and seize the market.
By the end of 2023, Nippon Paint China had successfully
developed 62 suppliers, distributed in 58 county-level cities

in 24 provinces. In addition to our 33 self-owned factories,
Nippon Paint China has a total of 95 factories in China, forming
a robust supply chain and production network for base
materials, yielding remarkable results.

Nippon Paint China's dry mortar production capacity

+58%
2022 2023 2024E 2025E
Overall output achieved in 2023 - by category
Putty powder Gypsum plastering Tile grout

No.1 NIPPON PAINT NIPPON PAINT Brand D

No.2 Brand A Brand C Brand E

No.3 Brand B Brand B NIPPON PAINT

* Internal estimates

Execution of Medium- to
Long-Term Management Strategy

Our human resource strategy

1. The competency of management personnel is
demonstrated in: result-oriented, prioritization of
growth, analytical insight, leadership motivation, and
full cooperation; four key positions that will significantly
impact the future development of Nippon Paint China (TUB
Regional Director, TUC Regional Director Supervisors,
Factory Directors, PDT Managers) also have their own
competency models, including business execution ability,
team leadership, and self-management skills.

2. For management positions, we use competency as the
cornerstone and continue to carry out the "selection and
retention" of cadres in corresponding positions. At the
same time, we conduct echelon inventory every year, target
key and high-potential talents, and organize systematic
empowerment training and job rotation based on the
competencies of higher positions based on the model to
accelerate the growth of successors.

3. In terms of employee development, we
implement "how to fight, how to train,"
and design a targeted training system
based on job standards and combined
with Nippon Paint China's actual combat
scenarios. For newly recruited front-line
sales, each business group combines
differentiated needs to carry out highly
directional professional training such as
"Shooting Training" and "Sail Power"
to accelerate the professionalism of
new employees from various aspects
such as deep industry insights, product
knowledge, and sales skKills, thereby
fostering their ability growth. For front-line
workers and technicians, especially for
positions such as color creation and color
mixing, we will strengthen certification-
based employment and continue to carry out various
labor competitions such as color creation competitions to
promote the continuous improvement of the professional
capabilities of all employees.

Frontline talent building

TUC talent building

Talent development for working level

TUB talent building
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