With no signs that coronavirus outbreaks are subsiding, we want to express our
best wishes to everyone who has come down with coronavirus, as well as our
deepest sorrow for those who have died of the virus.
We would also like to express our sincere appreciation for all of those medical
professionals and those working for related organizations around the world who
are giving their all, in these harsh conditions, to treat those infected and prevent
further infections, even as they themselves are exposed to the risk of infection.
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In the first half of the fiscal year ending in March 2021, sales and income were
both down compared to the previous year, and sales and income were both up
compared to our forecasts. Slide No. 4 and No. 5 shows the factors behind these
changes over the previous year.
Net sales decreased 16.4% for a total of 11,217 million yen due to the harsh
impact of the coronavirus in both Japan and overseas. Domestic net sales fell
11.8% to 6,710 million yen. Overseas net sales decreased 22.4% to 4,507 million
yen.
In our domestic dental business, the dental digital camera launched in the
previous fiscal year and new products such CAD/CAM-related materials
contributed to sales, but there were fewer opportunities to provide dental care due
to effects of coronavirus and restrictions were imposed on sales activities. In
addition, there was last-minute demand before the imposition of a sales tax hike in
the previous fiscal year. As a result, sales fell 12.0% from the same period in the
previous fiscal year.
In the domestic nail care business, sales of “by Nail Labo” gel nail products were
strong due to their success in capturing demand from people spending more time
at home during the coronavirus pandemic. However, in addition to the temporary
closure of nail salons, major expositions were cancelled, which resulted in a
decline in sales of products for professional manicurists. As a result, sales fell
10.4%.
The overseas dental business was affected even more than the Japanese
business was by the coronavirus, and the lockdowns, stay-at-home advisories and
other mandatory coronavirus measures taken in many countries put severe
restraints on our sales activities. As a result, sales fell 24.3%.
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In contrast, sales in the overseas nail business increased 2.5%, thanks to
the success of proactive promotional activities in the US using social
networking sites (SNS), which led to strong online sales, in addition to the
performance of mainstay gel nail products in Taiwan, which drove sales.
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In terms of income, the level of business activity declined in Japan and overseas
due to the effect of the coronavirus, which reduced selling, general and
administrative expenses, and particularly sales activity costs and R&D costs.
However, sales fell heavily, and fixed costs weighed more heavily as utilization
rates fell, raising the cost of sales ratio. As a result, operating income fell 36.0%.
Although the scale of the decrease in ordinary income was narrowed due to the
subsidy income received from the government as part of its coronavirus response
and posted as non-operating income, and foreign exchange losses also fell,
ordinary income fell 28.2%. Net income after deducting tax expenses was down
27.8%.
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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 announced on August 4,
2020.
Net sales were 744 million yen, or 7.1%, above the forecast.
In the domestic business, the dental digital camera launched in the previous fiscal
year and new products such CAD/CAM-related materials contributed to sales,
putting sales in the dental business 251 million yen above forecast. CAD/CAMrelated material sales were particularly strong due to the revision of medical
service fees in April 2020, when the scope of treatment eligible for insurance
coverage was expanded and changes to the function categories were revised. In
the nail business, sales were 53 million higher than forecast due to strong sales of
“by Nail Labo” gel nail products thanks to our success in capturing demand from
people spending more time at home during the coronavirus pandemic. As a result,
overall, sales were 301 million yen, or 4.7%, higher than forecast.
In the overseas dental business, the impact of the coronavirus in the first quarter
was stronger than in Japan, but there was a natural rebound, and sales recovered
sharply in the second quarter. As a result, sales were 408 million higher than our
forecasts.
Sales were up 33 million yen over forecast in the overseas nail care business due
to the strong performance of mainstay gel nail products in Taiwan, which drove
sales. As a result, overall sales were 442 million yen, or 10.9%, above forecast.
In terms of income, operating income was 590 million yen above forecast, ordinary
income was 645 million yen above forecast and net income was 517 million yen 6

higher than forecast because, in addition to higher sales, selling, general
and administrative expenses decreased since some expenses will be
posted in the second half of the fiscal year instead due to delayed progress
with outsourced R&D projects as a result of the coronavirus.
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Slide No. 7 shows net sales by product category in comparison to the previous
period.
Overall, sales fell 2,203 million yen, of which sales in the dental business
decreased by 2,126 million yen, sales in the nail care business decreased by 73
million yen, and sales of industrial abrasives in the other business decreased by 4
million yen.
In the domestic dental business, new products and CAD/CAM-related products
contributed to sales, but there fewer opportunities to provide dental care due to the
effects of the coronavirus and restrictions were imposed on sales activities. This
resulted in a poor performance for all products.
In the overseas dental business, in the European region sales of some products
were strong, such as single-use masks and gloves as well as cleansers, but overall
the coronavirus had a greater impact than in Japan, and sales were weak overall.
In the domestic nail business, sales of gel nail products for general consumers
that can be used at home were solid, but sales of products to professional
manicurists were low. As a result, sales fell 83 million yen.
In the overseas nail care business, sales were strong in America, where
promotional activities carried out using SNS were a success, and in Taiwan, where
gel nail products drove sales, resulting in a 10 million yen increase in sales.
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Slide No. 8 shows net sales by segment in comparison to forecast.
Overall, sales rose 744 million yen, of which sales in the dental business
increased by 660 million yen, sales in the nail care business increased by 87
million yen.
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Slide No. 10 shows the status of overseas net sales by region in comparison to the
previous period.
In all regions, the coronavirus had a greater impact than in Japan.
In North America and Latin America, products in the dental business, where
sales activities were heavily restricted, generated poor sales, with the exception of
nail products sold primarily on line and in promotions using SNS. As a result, sales
were down 529 million yen, or 34.3%.
In Europe, sales of some products such as single-use masks and gloves,
cleansers and anesthetics increased, but sales of other products were sluggish,
and as a result, sales were down 244 million yen, or 12.1%.
Sales overall were down 530 million yen, or 23.7%, in Asia and Oceania. Of
these, all product lines generated poor sales in China, and the negative effect of
exchange rates was 46 million yen, so sales were down 301 million yen, or 25.3%.
The fiscal year for our local subsidiary in China ends in December, so its results
are for the period from January to June 2020.
Compared to other regions, China is recovering more quickly from the effects of
the coronavirus.
In other Asian regions, as in other regions, sales of almost all product lines, with
the exception of nail products, were poor, resulting in a 228 million yen, or 21.8%,
decline in sales.
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Slide No. 11 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 decreased by 510 million yen
year on year. This was primarily because sales in the dental business fell sharply
due to the impact of the coronavirus.
The increase in operating income in the nail care business can be attributed to a
decrease in selling, general and administrative expenses as a result of constraints
on sales activities, as well as a positive shift in the sales mix thanks to strong
online sales.
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Slide No. 12 shows the contributors to change in operating income in comparison
to the previous period.
Operating income decreased by 510 million yen or 36.0%. Sales activity costs,
such as advertising costs and travel and transportation costs, which are included in
“other expenses,” fell as a result of the coronavirus, and selling, general and
administrative expenses also declined, particularly research costs due to delays in
outsourced R&D projects. However, the main factor behind the decrease in
operating income was the rise in the cost of sales ratio, attributable to lower sales
and a drop in the utilization rate.
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Slide No. 13 shows major balance sheet accounts in comparison to the end of the
previous fiscal year.
Total assets increased by 4,718 million yen to 34,553 million yen.
As a result of our stronger business and capital ties with Mitsui Chemicals Inc. and
Sun Medical Co., Ltd., we acquired shares in Sun Medical in June, making Sun
Medical our equity-method affiliate. The resulting increase in investment securities
was the primary factor behind the increase in total assets.
Total net assets increased by 3,880 million yen to 27,817 million yen.
The primary factors were increase in capital stock and capital surplus associated
with issuance of new shares by means of third-party allotment.
As a result, the capital adequacy ratio rose 0.3 points from the end of the previous
fiscal year to 80.0%.
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Slide No. 16 shows the full-year earnings forecasts for the year ending in March
2021 compared to the previous fiscal year.
We originally released forecasts on August 4 that took into account the
coronavirus’s impact, but revised these forecasts to reflect the current business
environment and released the new forecasts on October 28.
We assume that the impact of the coronavirus will not worsen from current levels,
and that conditions will gradually recover, but with a lingering effect in this fiscal
year.
We expect net sales to decline to 10.8% over the previous year to 23,287 million
yen. This will include a 6.9% decrease to 13,594 million yen in domestic sales and
a 15.7% decrease to 9,692 million yen in overseas sales.
In the domestic dental business, we will pursue targeted sales activities focused on
CAD/CAM products, which are expected to attract demand, and key areas such as
chemical products. We will also put efforts into activities providing information to
dental and medical professionals, and devise a new marketing style with online
seminars and other events.
In the domestic nail business, we will continue to generate sales by focusing on
online sales and “by Nail Labo” gel nail products that can be used at home and
capture demand from customers spending more time at home due to the
coronavirus.
The overseas dental business is gradually recovering, but our forecast takes into
account that conditions are unpredictable, particularly given concerns that
coronavirus cases are increasing again in Europe.
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On the income side, we expect selling, general and administrative expenses to

decline as a result of restrictions on business activity imposed due to the
coronavirus, but lower sales are still having a heavy negative impact. As
such, we expect operating income to fall 21.6% and ordinary income to
drop 20.1%.
Since the 800 million yen impairment loss on goodwill for Merz Dental
GmbH. and on intangible assets posted in the previous fiscal year no
longer had an impact this year, we expect net income to increase 52.1%.
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Slide 21 shows the impact of the coronavirus as reflected in earnings forecasts for
the fiscal year ending March 31, 2021 by comparing sales in Japan and overseas
regions to the same period in the previous year and to the forecasts released on
August 4 before revisions.
In the second quarter, the impact was modest compared to initial forecasts, and
our forecasts for the second half assume that the impact will be mild compared to
results in the first half, on the assumption that the impact of the coronavirus will not
worsen more than current levels and that the economy will gradually recover.
That said, there are concerns that coronavirus outbreaks will spread again and
that they will subside at a later point in North America and Central and South
America, making it difficult to make predictions. Given this, the forecasts for these
regions take into account such conditions.
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Slide No. 23 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-IV, 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.
In the second quarter, these products made contributions so that the sales ratio
reached 20.1%, exceeding the 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. 24 shows trends for gross profit margin rates.
In the previous fiscal year, ended in March 2020, equipment with a low
profitability rate accounted for a higher proportion of sales and a change in the
European pharmaceutical approval organization in response to Brexit
developments resulted in a loss on inventory disposal. In the second quarter
of the fiscal year ending in March 2021, the level of business activity dropped
significantly due to the effect of the coronavirus. As a result of these factors,
the gross profit margin rate fell in these two periods.
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 ownbrand products with a high profitability rate, the resulting volume effect, and
cost-cutting by repositioning manufacturing.
.
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Slide No. 25 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 and we have continued to exceed 10 billion yen.
Overseas sales are affected by the coronavirus more than domestic sales in this
fiscal year, and for this reason we expect lower sales, but given our future growth,
it is essential that we expand our overseas business, and going forward we intend
to shift allocations of management resources heavily overseas with the aim to
boost overseas sales.
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Slide No. 27 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. 28 shows the vision for our company to pursue over the medium- to longterm.
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.
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.
29 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%.
Since the level of business activity has fallen significantly due to the impact of
the coronavirus, we believe that achieving this target will be difficult, but we will
work even faster to address the priority issues identified in this plan to achieve our
vision, while also proactively incorporating external collaboration and M&A
utilization.
I will now explain the specific efforts that we will make with respect to each issue.
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Slide No. 30 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. 31 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, we established a manufacturing subsidiary in Vietnam in May 2020,
and will make preparations for the start of operations, such as pilot production,
from the next fiscal year. Going forward, we plan to consider setting up
manufacturing sites in other regions as well.
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Slide No. 33 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. 35 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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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 I 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 have formed a project team and are currently considering
the specific content of this business tie-up, but we hope to strengthen business
capacity in the dental materials field and further strengthen our international
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competitiveness by utilizing the three companies’ management resources.
Moreover, as shown on this slide, this capital tie-up means that Shofu
has become an equity-method affiliate of Mitsui Chemicals and Mitsui
Chemicals’ subsidiary, Sun Medical, has become our equity-method
affiliate.
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.

36

Slides No. 37 to No. 38 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. 42 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 ending in March 2021, we will pay ordinary dividends of 18 yen
per share.
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