








In the consolidated fiscal year ended in March 2020, sales were up and income
down compared to the previous year, and both sales and income were down
compared to our forecasts. Operating income and ordinary income rose relative to
both the previous year and forecasts. Slide No. 4 shows the factors behind these
changes over the previous year.

Net sales increased 4.8% for a total of 26,108 million yen, a record high. Domestic
net sales rose by 7.3%, to 14,608 million yen. Overseas net sales increased by 1.8%,
to 11,499 million yen.

In our domestic dental business, sales increased by 8.2%. This was due to new
products, such as the dental digital camera EyeSpecial C-1V, which meets market
needs as the dental care sector becomes increasingly digitized, and SHOFU Block HC
Super Hard, a resin material for dental cutting processing. Another factor was the
substantial growth in sales of equipment, such as CAD/CAM products.

Domestic sales in our nail care business increased by 0.8% due to solid sales of gel
nail products such as the mainstay gel nail brand LE<D Gel Presto and the ageha gel
nail brand, a tie-up with a famous nail artist. These strong sales can be attributed to
efforts to augment our product lineup and to proactively hold seminars.

In the overseas dental business, despite the negative foreign exchange effect from
the strong yen, which amounted to 433 million yen, an aggressive sales promotion
strategy was successful, and sales were strong in all regions on a local currency
basis. As a result, sales rose 2.2%.

In the overseas nail care business, sales of gel nail products in America were strong
due to promotional activities using SNS, but sales fell in the Asia and Oceania region,
which includes Taiwan. As a result, overseas sales in the nail care business decreased
by 3.5%.




In terms of income, the cost of sales ratio increased because equipment with
low profitability rates accounted for a higher proportion of sales and losses on
inventory disposal were incurred due to changes in the pharmaceutical
approval organization in Europe as a result of Brexit developments. However,
the effect of higher sales and a reduction in selling, general and administrative
expenses led to a 21.9% increase in operating income.

Despite a loss from foreign exchange due to the strong yen in non-operating
costs and a lower increase in income, ordinary income rose 16.4%. Both
ordinary income and operating income reached record highs.

However, net income decreased by 41.3% to 704 million yen because an 800
million yen extraordinary loss was posted for an impairment loss on goodwill for
the acquisition of shares of Merz Dental GmbH, which became a subsidiary
from April 2015, and on intangible assets.




Slide No. 6 shows major items of profit and loss in comparison to the previous
period and the forecasts.

In this slide, we explain the comparison to the forecasts.

Net sales were 81 million yen, or 0.3%, below the forecast, which was a
modest shortfall.

In the domestic business, sales were 128 million yen below forecast in nail care
business and 25 million yen below forecast in other business, but sales in the
dental business, where equipment sales were strong, were 353 million yen
higher than forecast. As a result, overall, sales were 199 million yen higher than
forecast, up by 1.4%.

In the overseas business, sales were up 75 million yen in nail care business,
but in the dental business, sales were 357 million yen below forecast due to
struggles in the US and Europe and a 159 million yen negative foreign
exchange impact from a strong yen. As a result, overall sales were 281 million
yen, or 2.4%, below forecast.

In terms of income, operating income was 154 million yen, or 7.5%, above
forecast due to a decrease in selling, general and administrative expenses.
Despite a contraction in income gains due to a negative foreign exchange
impact from a strong yen, ordinary income was 47 million yen, or 2.5%, above
forecast.

As previously explained, we posted an 800 million yen extraordinary loss for
an impairment loss on goodwill for Merz Dental GmbH and on intangible
assets. As a result, net income was 672 million yen, or 48.8%, below forecast.




Slide No. 7 shows net sales by product category in comparison to the previous
period.

Overall, sales rose 1,193 million yen, of which sales in the dental business
increased by 1,219 million yen, sales in the nail care business decreased by 16
million yen, and sales of industrial abrasives in the other business decreased
by 9 million yen.

In the domestic dental business, despite difficulties for mainstay artificial teeth
and chemical products, sales of equipment, including CAD/CAM-related
products, saw significant growth. This resulted in an overall sales increase of
986 million yen, or 8.2%.

In our overseas dental business, despite the negative foreign exchange impact
of the strong yen, favorable sales of our mainstay product lines in all regions,
particularly equipment and chemical products, led to an overall sales increase
of 232 million yen, or 2.2%.

The nail care business performed as previously explained.










Slide No. 10 shows the status of overseas net sales by region in comparison to
the previous period.

In North America and South and Central America, sales of grinding materials,
equipment such as dental digital cameras and chemical products were strong,
offsetting the negative impact of exchange rates. As a result, sales rose 14
million yen, or 0.5%.

In Europe, sales of equipment, including CAD/CAM products, and abrasives
were solid and sales were up on a local currency basis. However, due to the
negative impact of exchange rates, sales were down 105 million yen, or 2.5%.

Sales overall were up 295 million yen, or 7.1%, in Asia and Oceania. By region,
sales of almost all products were strong in China, particularly chemical
products, so that despite the negative effect of exchange rates, sales were up
240 million yen, or 11.0%.

In other Asian markets as well, the strong performance of almost all products
offset the negative effect of exchange rates and led to a 54 million yen, or
2.7%, increase in sales.
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Slide No. 11 shows the contributors to change in operating income in
comparison to the previous period.

Operating income increased by 396 million yen or 21.9%.

This was primarily because, although the cost of sales ratio increased because
equipment with a low profitability rate accounted for a higher proportion of sales
and a change in the European pharmaceutical approval organization due to
Brexit developments resulted in a loss on inventory disposal, higher sales had
an effect and selling, general and administrative expenses rose only slightly.
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Slide No. 12 shows net sales and operating income by segment in comparison
to the previous period and the forecasts.

Net sales are as described before. Operating income increased by 396 million
yen year on year, and increased by 154 million yen from the forecasts.

The increase in operating income over the previous year was due primarily to
higher sales in the dental business and a decrease in selling, general and
administrative expenses in the nail care business. Operating income came in
above the forecast due primarily to lower selling, general and administrative
expenses in the dental business and the nail care business.
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Slide No. 13 shows major balance sheet accounts in comparison to the end of
the previous fiscal year.

Total assets decreased by 327million yen to 29,834 million yen.

Total net assets decreased by 446 million yen to 23,936 million yen. As a result,
the capital adequacy ratio fell 0.7 points from the end of the previous fiscal year
to 79.7%.
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Slide No. 15 shows trends for the sales ratio of new products.

Shofu defines new products as products launched within the past three years.
Our aim is for the sales ratio of new products to be 15% of total sales.

We attach importance to the expansion of new product sales as an indicator of
the company'’s collective strength, including R&D capabilities and sales ability.

In the previous fiscal year ended in March 2020, the digital dental camera
EyeSpecial C-1V, SHOFU Block HC Hard, a hybrid ceramic restorative material,
and the SHOFU Disk ZR Lucent Supra, a dental milling and processing
ceramic, all contributed to sales. The sales ratio for new products was 22.2%,
far exceeding the 15% target.

Going forward, we will strive to maintain a ratio of 15% or higher by increasing
sales of new products, especially new products developed in-house.
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Slide No. 16 shows trends for gross profit margin rates.

Equipment with a low profitability rate accounted for a higher proportion of
sales and a change in the European pharmaceutical approval organization due
to Brexit developments resulted in a loss on inventory disposal. As a result of
these factors, in the fiscal year ended in March 2020, the gross profit margin
rate fell 1.8 points compared to the fiscal year ended in March 2019.

However, we believe this was due to one-off factors, and we will continue to
work to raise the gross profit rate with an expansion in the scale of our
overseas businesses, which are expanding operations with a focus on own-
brand products with a high profitability rate, the resulting volume effect, and
cost-cutting by repositioning manufacturing.
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Slide No. 17 shows trends for overseas sales and overseas sales ratios.

Overseas sales have been increasing every fiscal year since the fiscal year
ended March 31, 2010.

Going forward, we will continue to shift the allocation of management
resources to overseas markets to a large extent with the aim of further
expanding overseas sales.

This graph emphasizes the dental business overseas sales ratio, shown in
orange.
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Slide 19 shows the impact of the spread of the coronavirus.

On the business side, we are seeing an impact in all countries, and are prioritizing
efforts to ensure the safety of customers, business partners and employees.

As countries impose lockdowns and issue stay-at-home advisories, dental care has
been banned and governments have requested that such treatment be postponed.
Even in regions where treatment can continue, appointment times are being spaced
out to limit contact between patients. Such measures have resulted in a marked
decline in the number of dental patients. Moreover, this is also having an effect on
business activities as we are voluntarily abstaining from holding seminars and
lectures, and dental shows held by related organizations and academic conferences
are being cancelled or postponed.

However, dental treatment has resumed in China, restrictions on leaving home have
been relaxed in other countries and economic activity is beginning to resume. As such,
we are beginning to see positive signs.

Moreover, our manufacturing and procurement has not been significantly affected due
to our early efforts to secure some materials that are hard to obtain, but there are still
concerns that materials imported from overseas companies could be affected going
forward by the prolonged decline in capacity utilization.

We are endeavoring to put safety first by restricting visits to customers and business
partners and reducing their frequency, as well as by shortening the length of visits.

In addition to steps to prevent infection such as having employees wear masks and
disinfecting the workplace, we are endeavoring to have employees work at home by
providing an environment conducive to this, such as Web conferences, staggering the
times when employees arrive and leave with shift work, and encouraging sales
employees to travel directly between home and clients, among other measures.
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Slide 20 explains our forecasts for the fiscal year ending in March 2021.

As we just explained, the global spread of the coronavirus is having a range
of effects on our business activity, which makes it difficult to rationally calculate
our earnings forecasts for the fiscal year ending in March 2021. As a result, we
have decided not to issue earnings forecasts and dividend forecasts at this
point for the fiscal year ending in March 2021.

At present, we are assessing the extent of the impact on Group companies,
and cautiously examining the impact on earnings going forward. As soon as
rational calculations are possible, we plan to promptly release earnings
forecasts and dividend forecasts.

While we must make a cautious assessment of the impact from the
coronavirus, we have not changed our basic medium- and long-term policy of
expanding the overseas business by dramatically shifting the allocation of
management resources to overseas markets, nor have we changed our basic
dividend policy, which is to maintain stable dividend payments and target a
dividend payout ratio of at least 30% on a consolidated basis.
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Slide No. 22 shows business environment awareness in the domestic and
overseas markets.

Considering the domestic market first, the present situation for dentistry is that
even though the elderly population is increasing, this does not necessarily
translate into increases in medical charges.

Looking ahead, rising awareness of oral health is expected to foster the spread
of the aesthetic, preventive, and oral health fields and to increase demand
related to periodontal disease. With the decrease in population and the
occurrence of cavities, however, even if the domestic dental market were to
maintain a certain market scale, significant growth is unlikely.

Overseas, however, there is a market that is currently around 14 times the size
of the domestic market. In addition to this, when considering the economic
growth and rising living standards in regions worldwide, including developing
nations, demand for dental care is anticipated to increase dramatically.

Even accounting for the differences in price level, Shofu believes that in 10
years, the global dental market could grow to 20 times or more the size of the
Japanese dental market.
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Slide No. 23 shows the vision for our company to pursue over the medium- to
long-term.

Since its establishment, Shofu has pursued its business as a comprehensive
manufacturer of dental materials and equipment in line with its Corporate
Philosophy of “Contribution to dentistry through innovative business activities.
However, with an overseas market at least 14 times the size of the domestic
Japanese market, Shofu’s

contribution and presence to date has been insufficient.

There are a variety of opinions on how to define “contribution” and “presence.”
Shofu takes net sales as the barometer of “contribution” and considers
“presence” as being among the top 10 in the world.

Accordingly, while maintaining and expanding our business base in Japan, we
will strive to expand our overseas business by dramatically shifting the
allocation of management resources to overseas markets. By so doing, we aim
to achieve group net sales of 50 billion yen and operating income of 7.5 billion
yen and to raise our contribution to and

presence in dentistry worldwide.
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Based on that view, we formulated the Third Medium-term Management Plan,
which covers the period up through the fiscal year ending March 2021. Slide
No. 24 shows an overview of the plan.

In the fiscal year ending March 2021, the last year of the plan, our main goals
are to achieve Group net sales of 29.2 billion yen, an operating profit margin of
8.0%, and an ROE of 6%.

Toward the achievement of these goals, we will principally focus on carrying out
our key issues with greater speed over the next three years. As | just
mentioned, we intend to actively make use of M&As and cooperation with
outside organizations to increase speed.

| will now explain the specific efforts that we will make with respect to each
issue.
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Slide No. 25 shows priority efforts related to research and development.

Shofu aims to pursue global growth as an R&D-driven company. Going
forward, we will continue to develop products with a worldwide vision.

In addition to that, from here on we will also develop new products that match
local demands, targeting the middle-class and high-volume segments.

In addition, as the dental industry increasingly adopts digital technology, we will
open up new business fields in CAD/CAM-related products and 3D printing-
related products.
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Slide No. 26 shows priority efforts related to production.

With respect to production, we will relocate production bases by effectively
utilizing existing domestic factories and expanding overseas production in an
effort to enhance price competitiveness through increased production volume
and cost reductions.

Specifically, at our domestic manufacturing subsidiaries, we will transition away
from production at the Shofu headquarters through technology transfers and
facilities enlargement as well as construction of new factories.

Overseas, meanwhile, since the acquisition of the German artificial teeth
manufacturer Merz Dental and the expansion construction of the factory was
completed in March 2019, we will increase its utilization as a production base
in Europe while also considering the establishment of production bases in other
regions.

Moreover, the process will take time due to the impact of the spread of the
coronavirus, but we will establish a manufacturing subsidiary in Vietham from
May 2020. Going forward, we plan to consider setting up manufacturing sites in
other regions as well.
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Slide No. 28 shows priority efforts related to sales.

The most important challenge both in the domestic and overseas markets, is
the need to establish a system for Shofu’s products to earn firm recognition
among the dental care workers who are our end customers.

Since 2012, established sales subsidiaries in Singapore, Mexico, Brazil and
India, established sales bases in Italy and Taiwan, and made Merz Dental
GmbH, which has its own sales network, a subsidiary. The network has been
improved.

Going forward, we will gradually develop and enhance our sales network in key
countries and regions.
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Slide No. 30 shows our basic policy and priority efforts related to the nail care
business.

Price competition is becoming increasingly intense in today’s business
environment compared to when we entered the nail care business in earnest in
2008. While the business has not reached the scale we had initially imagined,
we have built an integrated system for working on everything from product
development to manufacturing and sales, and we are striving to stabilize our
management base and streamline operations.

Moreover, in addition to offering products to professional manicurists, we are
developing products for general consumers, and have established a joint
venture in Taiwan, launched a collaboration with a noted manicurist, and are
making other efforts to develop the market from both the product development
and sales angles.
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Slides No. 31 to No. 32 shows fluctuations in sales by overseas region.

Sales remain strong due to efforts to reinforce sales activities in each region.
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Slide No. 33 shows principle targets under the Medium-term Management Plan
for fiscal year 2018 — 2020.

In the fiscal year ended in March 2020, sales were 1,311 million yen, or 4.8%,
lower than the target for this fiscal year in the Medium-term Management Plan
due to delays in our progress in the domestic business, the dental business in
Europe, and the nail care business in other Asian regions. However, operating
income and ordinary income targets were met due to the efforts of the parent
company and Group companies to cut costs based on a careful examination of
the cost-benefit effect.
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Slide No. 36 shows our dividend policy.

Our dividend policy aims to increase the long-term corporate value and
maintain and continue stable dividend payments while returning profits to
shareholders. We strive to maintain a dividend payout ratio of at least 30% on a
consolidated basis.

In the fiscal year ended in March 2020, we paid ordinary dividends of 26 yen
per share, as initially planned.

36



In closing, we will explain the further enhancement of the business tie-up with
Mitsui Chemicals, Inc. (MCI) and MCI’s subsidiary Sun Medical Co., Ltd., a dental
materials manufacturer, announced on May 14.

Since | was appointed as company president, employees have worked together
to achieve sales of 50 billion yen and an operating income rate of 15%. We have
worked on the research and development of new products, the production division
has cut costs, the sales division has built up domestic sales, and the
establishment of overseas bases and the acquisition of Merz Dental has
significantly increased overseas sales.

In this process, in the business tie-up with Mitsui Chemicals and Sun Medical,
which began in May 2009, we have conducted joint research in fields such as
filling and restoration materials and CAD/CAM materials, sold several new
products in Japan and overseas, and created synergies to some extent.

With the aim of further enhancing the tie-up between these three companies, we
agreed on a capital and business tie-up on May 14.

Enhancing this business and capital tie-up will allow us to capitalize on each
company's areas of expertise and continue to promote the development of new
products, complement and share manufacturing capacity, utilize sales networks in
Japan and overseas and expand the product lineup, among others.

The three companies plan to discuss the specific details of the business tie-up
going forward, but by using the management resources of the three companies,
we hope to strengthen business capacity in the dental materials field and further
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reinforce international competitiveness.

Under the capital tie-up agreement, Shofu will acquire from MCI 20% of
MCI’'s 70% shareholding in Sun Medical. This will make Sun Medical our
equity-method affiliate.

In addition, the Group decided to issue 1,780,000 new shares in a third-
party capital increase and allocate these to MCI as an investment in the
Group’s future growth. As a result, MCI’s shareholdings will increase from
the current 11.17% to 20.01%, making Shofu an equity-method affiliate of
MCI.

In addition, Shofu will send a part-time director to Sun Medical's board
and MCI will send a part-time director to Shofu’s board. We believe that
these personal interactions will be a major impetus in establishing the
business tie-up.

Shofu will become an equity-method affiliate of MCI as a result of this
enhancement of the business tie-up, but our management will remain
independent, and MCI has agreed on this point.

To repeat, this business and capital tie-up is part of our effort to achieve
our Corporate Philosophy of “contribution to dentistry through innovative
business activities” and to quickly meet our target of 50 billion yen in Group
net sales, which we are currently pursuing. To this end, we hope to work
together in this affiliation of three companies proactively and with a sense
of urgency.
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