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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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ated BUSIMeSs
nce for Fiscal Year Ending March 31, 2021

Summary of 2nd Quarter Business Sorman
Performance

I 1 Positive factors [l Negative facto <

> Net Sales totaled 11,217 million yen (a decrease of 16.4%)

PIL Domestic netsales totaled 6,710 million yen (a decrease of 11.8%)

M In the dental business, although new products launched in the previous fiscal period
made a contribution, opportunities to visit dentists decreased and sales activities
were restricted due to the impact of the coronavirus. As a result, sales fell 12.0%.

[ 1 Inthe nail care business, gel nail products that can be used at home were strong
performers, but in addition to the temporary closure of nail salons, major expositions
were cancelled due to the impact of the coronavirus outbreak. This and other factors
led to lower sales of products for professional nail artists. As a result, sales in this
business declined 10.4%.

Overseas netsales totaled 4,507 million yen (a decrease of 22.4%)

[ ] Overseassalesin the dental business fell 24.3% because the coronavirus outbreak
had a greater impact overseas and mandatory coronavirus measures were imposed
in many countries, putting significant restrictions on sales activities.

3 Overseas salesin the nail business rose 2.5%, thanks to strong Internet sales

achieved through proactive promotional activities using social networking sites (SNS)
in the US, in addition to key gel nail products in Taiwan that drove sales.
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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%.



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.



Summary of 2nd Quarter Business e o o
Performance

HO

I'1 Positive factors | 1 Negative factor

PIL = Operating income totaled 905 million yen

Due to the impact of the coronavirus outbreak, business activities declined,
resulting in a decreasein selling, general and administrative expenses, butas a
result of an increase in the cost of sales ratio attributable to lower sales and a drop
in the utilization rate, operatingincome fell 36.0%.

< Ordinary income totaled 891 million yen,

< and net income totaled 568 million yen

[ |1 Although the scale of the decrease in ordinary income was narrowed due to the subsidy
income received from the governmentas part of its coronavirus response and posted as
non-operating income, as well as a decreasein foreign exchange losses, ordinary income
fell 28.2%.

Net income after deducting tax expenses was down 27.8%.

* “Net income” figures are figures for “Net income attributable to owners of parent” after the application of the
Accounting Standard for Business Combinations, etc.
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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%.



Summary of 2nd Quarter Business

Summary of 2nd Quarter Consolidated Business
Performance for Fiscal Year Ending March 3
Performance 5
< Net salesand profits decreased comparedto the previous period / Net sales and Units: millions
profits increased compared to the forecast. of yen, %
Fiscal March Fiscal March Fiscal March Ch fr Changef
(202&2;&3) @a 2n(:)r2e1osf) (20223511';) P'ev‘::"gsepe::‘d :°'Z:°':m
(% of sales) (% of sales) (%% of sales) e, EE )
13,421 10,473 11,217 -2,203 744
HECE (100.0)|  (1000)  (100.0) (-16.4) (7.1)
- 7,609 6,408 6,710 -899 301
ADOIRESAC Saisn) (56.7) (61.2) (59.8) (-11.8) (4.7)
5811 4,064 4,507 -1,304 442
ROVeRsos scer) (43.3) (38.8) (40.2) (-22.4) (10.9)
— 1,415 315 905 -510 590
Oparaing income (10.5) (3.0) (8.1) (-36.0)|  (187.2)
. . 1,242 245 891 -350 645
Orlindty incoma (9.3) (2.3) (7.9) (-28.2) (242.5)
. 788 51 568 -219 517
Hekncomes (5.9 (0.5) (5.1) (-27.8) (1000.4)
Net income per share 49.51yen| 3.05yen| 33.44yen|-16.07yen| 30.3%en
Return on equity 3.2% — 2.2% -1.0P —
Foreign exchange rates
US dollar 109.00 107.74 106.68 -2.32 -1.06
Euro 121.43 119.86 121.36 -0.07 1.50
Pound sterling 136.84 132.70 135.04 -1.80 2.34
Renminbi 16.21 15.37 15.37 -0.84 0.00
SHOFU INC. ) fBi:;elc;::rtgséiensgl.lll\;sa?:;r;%;i{s":’::g;gg;gsln September 30, 2020, diluted netincome pershare forthe 6

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/CAM-
related 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



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.



Summary of 2nd Quarter Consolidated BUSIess
Performance for Fiscal Year Ending March 31, 2021

Sales by Product Category

(Comparison with PreviousyEETi oY)
Unit: millions of yen
Figuresin parentheses represent percentage changes; unit: %
Fiscal March | Fiscal March Cange from previous period
2020 2021

(2Q Results) (2Q Results) Domestic | Overseas
Artificial teeth 2,169 1,751 -418 (-19.3) -71 -347
Abrasives 2,160 1,654 -506 (-23.4) -67 -438
Metal products 125 108 -17 (-13.8) -16 -0
Chemical products 2,743 2,110 -632 (-23.1) -135 -496
Cements and others 1,096 8846 -209 (-19.1) -69 -140
Equipment and others 3,872 3,530 -342 (-8.8) -450 108
Dental business total 12,168 10,042 -2,126 (-17.5) -811| -1,314
Nail care business 1,209 1,136 -73  (-6.1) -83 10
Other 42 38 -4 (-9.8) -4 0
Total 13,421 11,217] -2,203 (-16.4) -899| -1,304

*The effect of foreign currency fluctuations (U.S. dollar (USD), Euro (EUR), British pound (GBP),

Chinese yuan (CNY), Indian Rupee (INR), New Taiwan dollar (NTD) and Brazilian Real (BRL) ) on
overseas net sales was -71 million yen.

SHOFU INC. (Dental business -76 million yen, Nail care business +4 million yen) 7

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.



Sales by Segment
(Comparison with Fore

rform ance for

Unit: millions of yen
Figuresin parentheses represent percentage changes; unit: %
Fiscal March | Fiscal March Cange from Forecast
2021 2021 -
(2Q Forecast) | (2Q Results) Domestic | Overseas
Dental business total 9,382 10,042 660 (7.0 251 408
Nail care business 1,049 1,136 87 (83) 53 33
Other 41 38 -3 (-7.9 =3 0
Total 10,473 | 11,217 744 (7.) 301 442
*The effect of foreign currency fluctuations (U.S. dollar (USD), Euro (EUR), British pound (GBP),
Chinese yuan (CNY), Indian Rupee (INR), New Taiwan dollar (NTD) and Brazilian Real (BRL)) on
overseas net sales was +11 million yen.
(Dental business +13 million yen, Nail care business -2 million yen)
SHOFU INC. 8

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.




Domestic Sales

five factors | | Negative factors
= Dental business: Year on year decrease of 811 million
yen (-12.0%)
I | Sales of digitall cameras for dental use and CAD/CAM-related new
products contributed to sales.

I I In addition to equipment, other materials and products performed
poorly overall.

= Nail care business: Year on year decrease of 83 million

yen (-10.4%)

I I Gel nail products for general consumers that can be used at home
captured demand from consumers stuck at home, resulting in strong
sales.

| Products for professional nail artists saw low sales due to the
temporary closure of nail salons and the suspension of key expos.
m  Other businesses: Year on year decrease of 4 million
yen (-9.8%)
= Principal new products launchedduringrecentfiscal year
(dental business)
= Digital oral imaging device
Eyespecial C-NV (Equipment and others)
® Resin material for dental cutting processing
SHOFU BLOCKHC SUPER HARD

(Equipment and others)
m Ceramics for dental cutting processing

SHOFU DISK ZR LUCENT SUPRA (Equipment and others)

etforma

Unit: Millions of ; figures in paren
t the of the total
7,609 6,710

42 (0.6) !

ﬂ (10.5) (0.6)

6,765 (88.9)

Fiscal March 2020 Fiscal March 2021

2Qresults 2Qresults

Dental FINail care | 1other




Overseas Sales Performa
3

actors I INegative factors
Unit: Millions of yen; figures in parentheses
represent the percentage of the total

= North Americaand Latin America: Year-on-year decrease of
529 million yen (-34.3%) 5,811
Sales were low for all product lines, with the exception of nail products,
due to the impact of the coronavirus.

Local currency basis: Year on year decrease of 507 million yen (-32.9%) 4.507 Asia a’_‘d
= Europe: Year-on-year decrease of 244 million yen (-12.1%) 2239 4,578 [EEceaniy
| 1 Sales of materials were low across the board, with the exception of (38.5)

equipment, which includes disposable masks and gloves.
Local currency basis: Year on year decrease of 242 million yen (-11.9%)

= Asiaand Oceania: Year-on-year decrease of 530 million yen

1,709 1,756
(37.9) (384)

(-23.7%) 2028 Europe
| | Sales of materials were low in China, with the exception of equipment. (3'4 9)

1,784 1,786
(39.6) (39.0)

I I Sales were low for almost all product lines in other Asian countries.
Sales in the nail business were strong in Taiwan.
Local currency basis: Year on year decrease of 482 million yen (-21.6%)

¥

North and
China: Year on year decrease of 301 million yen (-25.3%) <]2165 6 1036 Latin
] A ’ -
Elsewhere in Asia: Year on year decrease of 228 million yen (-21.8%) i 1 (;31‘5 (226) America
= (Dentalbusiness)Overseas sales ratio of 40.7% Fiscal Year Fiscal Year Fiscal Year
(44.4% for the same quarter of the previous fiscal year; 41.2% after 2020 2021 2021
. . . 2Qresults 2Q Results 2Q Results
adjustment for fluctuations of foreign currency exchange rates) after X
* The results of the quarter under review after adjustment for fluctuations of foreign currency adjustment
exchange rates have been calculated based on the same exchange rates used for the results of for foreign
the fiscal year ended March 2020. cumrency
SHOFU INC. translation 10

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.

10



Performance by Segment

erforma

(Sales and Operating |
Unit: millions of yen. Figures in parentheses represent
percentage of sales and percentage changes (unit: %)
Fiscal March | Fiscal March | Fiscal March
2020 2021 2021 Changefom | Change from
(2Q Results) | (2Q Forecast) | (2Q Resulls) |previous Period Forecast
Amount Amount Am ount
(% of sales) (% of sales) (% of sales)
Dental Net Sales 12,168 9,382 10,042 -2,126 660
Operatfing expenses 10,838 — 9,249 -1,589 =
Operating income 1,330 s— 793 -536 -
(operating income margin) (10.9) (7.9)
Nail care Net Sales 1,209 1,049 1,136 -73 87
Operafing expenses 1,132 - 1,028 -104 -
Operafing income 77 - 108 30 -
(operating income margin) ( 64) ( 95)
Other Net Sales 46 41 40 -5 -1
Operafing expenses 40 - 39 -1 -
Operafing income 5 - 1 -4 -
(operafing income margin) (12.2) (3.8)
Total before Net Sales 13,424 10,473 11,219 -2,204 746
consolidation Operafing expenses 12,011 - 10,316 -1,694 -
. Operating income ],4]2 — 902 -509 -
adjustment (operating income margin) (10.5) (8.0)
Consolidated Net Sales 13,421 10,473 11,217 -2,203 744
Operatling expenses 12,005 10,157 10,311 -1,693 153
Operating income 1,415 315 905 -510 590
(operating income margin) (10.5) (3.0) (8.1)
SHOFU INC. 11

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.

11



ated BU

Contributors to Change Performance for Fiscal Year Ending Mach 31, 2021
in Operating Income

HO

Unit: millions of yen

2,000

[ Total SGA 816 million yen ]

Decrease of i

. . ) 510 million yen!
1,500 (quantitative basis) (7)Decrease in A\ __________ T A

.................................................................................................................. (GJDGCFEHSE'"T"'O't'h'é'r"é')iii'e'ﬁ‘si'e's'""'s""E'f'f'"';""f'"""""'"""""""
(5)Decrease in Depreciation (SGA) (e o
(4)Decrease in RaD expenses  (SGA) foreign C“.rrency
1,000 - Advertising (SGA) fluctuation
; w33 -
in expenditures
,13 (3)Decrease in &Xp

Personnel costs  (SGA) 317
(2)Increase in (SGA) 33 42 4
90

{
(1)Decrease in sales l ‘ H
]
1
\

500 -

sales cost ratio 250 .
+Operating income of overseas

173 subsidiaries: -21 million yen
I 156' «Individual imports and

0 - exports: -21 million yen

20, Fiscal = Adjustment: +9 million yen 20, Fiscal
March 2020 March 2021
Operating Operating
profit profit
*The contributing factors in items (1) to (7) do not incorporate the effects of
fluctuations of foreign currency exchange rates.
SHOFU INC. 12

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.



Financial Condition:

erforma

Major Balance Sheet ACCOuTIs w570
Unit: millions of yen
Fi”‘:g:"" M";?;':’;;,", ,| change |Majorcontibutorsto changes, special notes
Cash and deposits 4,862 5,435 573
:::’e: :::::j:‘:s':c:ei\_:v:bb'; 3,187 3,071 -115|Decrease in accounts receivable-trade
Inve ntory 6,731 7.196 464 Iwn::?nsep::cn:srchqndlsesandflmshed goods,
Securifies, investment se curities 5,653 9,319 3,665 :::’ams:;: :';v;‘mr:ls::lu::e’::ue e
Others 9,399 9,529 b i e
Assets 29,834 34,553 4,718
Long-term and shor-ferm borrowings 1,236 2,003 767 |Increase in long-term Loans payable
Reserve for retire ment be nefits and 243 244 3
directors' refirement be nefits
Others 4,417 4,485 67
Liabilifies 5,897 6,735 837
Increase in capital stock ac pital surplus
Networth 23,936 27,817 3,880 |associated with issuance of new shares by
me ans of third-party allotment
Total liabiliies and net worth 29,834 34,553 4718
Capital adequacy ratio 79.7% 80.0% 0.3P
Networth per share 1,492yen | 1,557yen 65yen
SHOFU INC. 13

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%.

13



Capital Investments, Depreciation

Expenses, R&D Expense

rform ance for

Quarter Consoli Busines
Fiscal Year Ending March 31, 2021

d

SHO

Unit: millions of yen

Fiscal Fiscal Fiscal Change from Change
March 2020 |March 2021 | March 2021 Previous from
(2Q Results) | (2Q Forecast) | (2Q Results) Period Forecast
Capital investment 593 685 506 -87 -179
Depreciation expenses 477 442 429 -47 -13
(of which amortization of
goodwill) 39 0 Y -39 0
R&D expenses 759 802 722 -37 -80
Foreign exchange rates
US dollar 109.00 107.74 106.68 -2.32 -1.06
Euro 121.43 119.86 121.36 -0.07 1.50
Pound sterling 136.84 132.70 135.04 -1.80 2.34
Renminbi 16.21 15.37 15.37 -0.84 0.00

* The foreign exchange rates given are those in effect at the average of each term;
SHOFU INIC.conversions of items in the financial statements of overseas subsidiaries all use average rates. {4

14



SHOFU INC.

15

15



d Business PEro

Overview of forecast for oy

the Current Eiscal Year SHEFD
I | Positive factors [ | Negative factors

grecast of consolidal
Fiscal Year Ending Ma

<> Net sales will total 23,287 million yen (a decrease of 10.8%)
Domestic net sales will total 13,594 million yen (a decrease of 6.9%)

I I In the dental business, we are pursuing targeted sales activities focused on CAD/CAM products, which are
expected to attract stronger demand, and key areas, and also putting efforts into activities providing information
to dental and medical professionals . Despite these efforts, we expect sales to fall 7.0% (down 903 million yen).

l In the nail business, we expect sales to fall 7.3% (down 112 million yen), despite ongoing efforts put into gel nail
products that could be used at home and Internet-based sales.

Overseas net sales will total 9,692 million yen (a decrease of 15.7%)

I I The dental business is gradually recovering, and we do not expect the impact of the coronavirus to worsen
beyond current levels, but some impact will still linger in this fiscal year, and as a result we forecast a 16.3%
drop (1,740 million yen decline) in overseas net sales.

< Operating income will total 1,733 million yen (a decrease of 21.6%).

Ordinary income will total 1,589 million yen (a decrease of 20.1%).
Net income will total 1,072 million yen (a decrease of 52.1%).

| l Although selling, general and administrative expenses are expected to decline as a result of restrictions on
business activity imposed due to the coronavirus, lower sales are still having an impact. As such, we expect
operating income to fall 21.6% and ordinary income to drop 20.1%
The impairment loss posted in the previous fiscal year was not a factor this fiscal year, so we expect net
income to increase 52.1%.

16

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.

On the income side, we expect selling, general and administrative expenses to

16



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%.

16



Comparison of Major. Statisti

Qnsolid

< Net sales decreased and net profitincreased compared to fiscal March 2020

ated

orecasto Business Peno
Fiscal Year Ending March 31, 2021

Unit: millions of yen

Fiscal March 2020

Fiscal March 2021 Forecast

Year-on-year

Results 2Q Results 3Q-4QForecast| Yeary Forecast Change
(% of sales) (% of sales) (% of sales) (% of sales) (% change)
Net sales 26,108 1,217 12,089 23287 -2,821
(100.0) (100.0) (100.0) (100.0) (-10.8)
(Domesiic sales) 14,608 6710 6884 13594 21,014
(56.0) (59.8) (57.0) (58.4) (-6.9)
(Overseas sales) 11,499 4507 5185 9,692 -1,807
(44.0) (40.2) (43.0) (41.6) (-15.7)
operating profi 2,210 905 827 1,733 -477
(8.5) (8.1) (6.9) (7.4) (-21.6)
ordinary profit 1,988 891 697 1,589 -399
(7.6) (7.9) (5.8) (6.8) (-20.1)
Nel prof 704 568 503 1,072 367
(2.7) (5.1) (4.2) (4.6) (52.1)
Net profit per share 44.24yen| 33.44yen| 31.51yen 61.68yen 17.44yen
Return on equity 2.9% 2.2% = — —
* “Netincome” figures are figures for “Net income attributable to owners of parent” after the
SHOFU INIC. application of the Accounting Standard for Business Combinations, etc. 17
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Sales by Segment

orecastor consoligate
Fiscal Year Ending March 31, 2021

d Business Perfo

Unit: millions of yen
Figuresin parentheses represent percentage changes; unit: %

Fiscal March Fiscal March 2021 Forecast Year-on-Year
2020 Results 2QResulls  |3Q-4Q Forecasf] Yearly-Forecast Change
Dental business total 23,665 10,042 | 10,979 21,021 |-2,644 (-11.2)
Nail care business 2,355 1,136 1,039 2,175 | -179 (-7.6)
Other 87 38 50 89 2 (28)
Total 26,108 11,217 | 12,069 23,287 |-2,821 (-10.8)
* Overseas sales decreased by 98 million yen due to the effect of foreign currency fluctuations
(US dollar, euro, pound sterling, renminbi, Indian Rupee, New Taiwan dollar and Brazilian
Real). (Dental business -102 million yen, Nail care business +3 million yen)
SHOFU INC. 18
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Domestic Net Sales

<+ Dental business:
Year-on-year decrease of 903 million yen (-7.0%)

= Wewill carry out sales activities focusedon CAD/CAM-
related products and will also develop information
activities aimed at dental professionals.

< Nail care business:
Year-on-year decrease of 112 million yen (-7.3%)

= Sales will be generated by gel nail products that can be
used at home and by Internet-based sales.

< Other businesses:
Year-on-year increase of 2 million yen (2.8%)

< Principal new products launched duringthe fiscal year
ending March 2021.
= Dental multi-purpose ultrasonic therapy machine
MERSSAGEE-PICK2in1 (Equipmentand others)
= Electric Toothbrushes
Oral-B

SHOFU INC.

grecast of consolidated Business Perfo
Fiscal Year Ending March 31, 2021

Unit: Millions of yen; figures in parentheses

represent the percentage of the total
87 (0.6)

L R

V. 106)

(88.8)

046C1L
990°CL

(88.8)

(Equipmentand othersriscal March 2020 Fiscal March 2021

Results Forecast

Dental “Na‘l care | ! Other 19
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orecastor Consoligate
Fiscal Year Ending March 31, 2021

Overseas Net Sales

Unit: millions of yen; figures in parentheses
represent component ratio (%)
<+ Summary 11,499

= While we expecta gradual recovery, assumin
that the impact of the coronavirus outbreak wi

d Business Pero

@

Asia and
Oceania

Europe

North and
Latin
America

not worsen more than _current levels, but the 9 692 9.790
impact will linger this fiscal period, and as a ' !
result we forecasta 15.7% decline in overseas 4479
net sales overall. g
. _Grow_th rates by _region (38.9)
CU':'II‘N%‘:I%EQS?:;::":_SES Amdlcat-e the g;c;wtgho/rate 02n7lo;:/l 3,995 (44,, :)765)
orth and Latin America -28. -27. |
Europe -11.8"2, {-12.7‘%: (41.2)
China - 4.0? (- 1.27
Asia (Other) -18.8% (-18.2% e
< Foreign exchange rates (3'5 9)
= USD1=JPY106.27 i 3,638 g,g%
(JPY109.10 in the previous fiscal year) (376) (36.
(Effect: -61 million yen)
= EUR1=JPY122.66 .
(JPY121.141n the previous fiscal year) 89 l2 Qsd k . i
(Effect: +43 million yen) 2, )
= RMB1=JPY15.39 252) (212) (216
(JPY15.85inthe previousfiscal year) Fiscal Year Fiscal Year Fiscal Year
(Effect: -68 million yen) 2020 2021 2021
<+ (DEntal bushiness) Overseas sales ratio resulls forecast  forecast
42.6% (45.2% in the previous fiscal year) adjustment
(42.9% after foreign currency translation adjustment for foreign

currenc
* The fiscal March 2021 forecast after adjustment for foreign currency translation has been rmslaiioyn

SHOFU INIC. caculated based on the same foreign exchange rates used for the fiscal March 2020 results.
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dstor Consolidated Business PETOrMma

Fiscal Year Ending Ma

e
|

h 31, 2021
Impact of spread of corona ’
Assumptions behind forecasts for fiscal year ending March 31, 2021
(Sales by quarter for Japan and overseas regions compared to same period in previous year and
compared to forecasts before revisions [%])
Result Forecast
Domestic -9.6% -13.7% -11.8% -1.6%
(Forecasts before revisions) (-21 ,0%) (-1 5,8%) (-1 ,6%)
Overseas -42.0% -2.0% -22.4% -8.8%
(Forecasts before revisions) (-1 7_6%) (-30,1 %) (-3,6%)
North and Latin Ameica -65.4% 2.0% -34.3% -22.7%
(F orecasts before revisions) (-22.3%) (-45.5%) (9.7%)
Europe -28.5% 5.9% 12.1% -11.6%
(F orecasts before revisions) (-15.2%) (-21.1%) (4.7%)
China -57.4% 8.5% -25.3% 16.5%
(F orecasts before revisions) (8.3%) (-25.4%) (14.3%)
Asia and Oceania (Other) -10.9% -30.6% -21.8% “15.7%
(F orecasts before revisions) (-41.5%) (-27.9%) (-15.3%)
Total sales -24.5% -8.9% -16.4% -4.9%
SH (Forecasts before revisions) (-1 9.6%) (-22.0%) (-2.5%)2 1

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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Performance by Segment
(Net Sales and Operating

SHOF

grecast of consolidated
Fiscal Year Ending March 31, 2021

1suna)
“Unit: miﬁ s of yen. Figures in parentheses represent
percentage of sales and percentage changes (unit: %)

Fiscal March Fiscal March
2020 2021 Change from
(Results) (Forecast) Previous Period
Amount Amount
(% of sales) (% of sales)
Dental Net Sales 23,645 21,021 -2,644
Operating expenses 21,581 — —
Operating income 2,083 — —
(operdfing income margin) (8.8)
Nail care Net Sales 2,355 2,175 -179
Operating expenses 2,248 — —
Operating income 107 —_ —
{operafing income morgin) (4.5)
Other Net Sales 93 89 -3
Operating expenses 79 —_ —
Operating income 13 - —
(operafingincome margin) (14.7)
Total before Net Sales 26,114 23,287 -2,827
consolidation  Operating expenses 23,909 - -
= Operating income 2,204 — —
adjustment (operdiing income margin) (8.4)
Consolidated Net Sales 26,108 23,287 -2,821
Operating expenses 23,897 21,553 -2,.343
Operating income 2.210 1,733 ‘477
(operdting income margin) ( 8.5) ( 7.4)

Business Perfo

22
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Orecastor Consolidated Business PEMO
Fiscal Year Ending March 31, 2021

Trends for Sales Ratio of Ney

Ratio of sales of new products to total sales (products
developed in-house or purchased) (Non-consolidated basis) 225

Unit: % -
222
20.1

New products: Products within
36 months of launch
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*"Major goods purchased: Johnson & Johnson products, ultrasonic scalers and root canal
SHOFU INC. {reatment equipment (reamersi/files) 23

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-1IV, 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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eCastor Consolidated Business FEMO
Flscal Year Ending March 31, 2021

Trends for. Gross Profit Margin

-o=Consolidated Unit: %
5T . <
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SHOFU INC. 24

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 own-
brand products with a high profitability rate, the resulting volume effect, and
cost-cutting by repositioning manufacturing.
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Trends for. Overseas Sales and

Orecastor Consolidated Business PEMO
Fiscal Year Ending March 31, 2021

Overseas Sales Ratios HEFD
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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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SHOFU INC.

Future Business Environment and
Medium- and Long-term Business Strategies

26
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Future Business Environment and Medil

Business Environment Aware andLong-erm Business Strategles

Domestic dental market

*Rising demand in aesthetic and preventive fields

*Decrease in population and occurrence of cavities

*Maintenance of a certain market scale
«Significant growth is unlikely

Overseas dental market

«Existence of enormous market centered on
developed nations

*Economic growth and rising living standards in
regions worldwide, particularly developing nations

*Demand for dental care increasing dramatically

-

- J

SHOFU INC. 27

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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Vision for our.company: T usmess nuron Tl TORIOR
Medium-to Long-term Basi isy SLEFD

Strive to expand the overseas business by
dramatically shifting the allocation of
management resources to overseas markets.

» Group net sales: 50 billion yen
ompany-wid <Domestic sales: 17 billion yen;
targets S
overseas sales: 33 billion yen>

» Group operating income: 7.5 billion yen
(Operating profit margin: 15%)

Pursue globalization in every department, function (R&D, production,
and sales), personnel, and by extension the company’s overall

management.

SHOFU INC. 28

Slide No. 28 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.

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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usiness environment ana ket

Fiscal 2018 to 2020 Medium-term
Management Plan : CompanyayiERaIgeis)

» Group net sales: 29.2 billion yen
<Domestic sales:13.5billionyen; overseas sales:12.2
billionyen; Nail care business sales:3.3 billionyen>
<Overseas sales ratio in the dental business : 50%>

smpany-wide
targets
for fiscal
March
2021

» Group operating income: 2.34 billion yen
(Operating profit margin: 8.0%)

» ROE* 6.0%

Key issues in order to achieve goals

v Developmentand introduction of new products thatmatch the local

Promotion
demands
- - - - = of M&As
LB ELE v Relocation of production base and expansion of offshore production  RFFSESSSTRRNS
- technol
v Improvementof our sales network/ Realignment of sales offices pannersm
v' Establishment of domestic and international academic networks business

acquisitions)

v' Development of human resources and securing the skilled employees

SHOFU INC. 29

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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S pe C i fi C Effo rts — Re Sedrc h anLg—lerm Business Stratgu o

and Development

> Developing products
with a worldwide
vision

> Developing new

middle-class and
high-volume
segments

> Developing products
with the goal of
creating markets in
new fields

SHOFU INC.

<Development and introduction of new products
that match the local demands

products forregions’

usiness Environmen

SHO

Trendin R&D investment

¥ 1R&D expenses (milions of yen) ~O-As a percentage of sales (%)

7.4 747673
6866 2697071, 72 5.8

6466436488 626362400

6.44.3

9L5°L

mmmmmmmmmmmmmmmmmmmmmmmmm

tttttttttttttttttttttttttttttttttttttttttttttttt

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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e Business Environment and Medi
and Long-term Business Strategies

Specific Efforts — Productio

=lm

< Relocation of production base and expansion of

offshore production

Furtherexpand the market share of our time-honored specialties
such as artificial teeth and abrasives by enhancing price
competitiveness and reducing costs.

< Effectively utilizing existing domestic factories
e Domestic manufacturing Group companies

Principal issues and purpose
/ F of repositioning of production
. g > 1) limited productions capacity of SHOFU
. & : Headquarters
Shiga Shofu (Shiga) f,";ﬁ;‘ (',’(';’;l:)m Nail Labo (Saitama)

< Expanding overseas production

gEaaEas overseas manufactu rin Grou com anies ....................................
9 P i 4) high shipping costs for hazardous and

heavy goods

2) high production costs in Japan

3) currency fluctuations

rl-'-‘;..'.-.
' i i

: .
i Shanghai Shofu Dental
« . Materials Co...Ltd..(China)....\dvanced. Heamu:am Lid..(UK)... Merz Dental GmbH. (Germanx) 6) high tariff 31

5) better delivery service to users

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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Specific Efforts — Productio

offshore production

Reorganization of
manufacturing functions of
dental business and nail care business

Consolidation of manufacturing

and sales functions Relocation and expansion of

in nail subsidiary domestic production subsidiary
March, 2013 July, 2014

and Lonq—term Business Straloglss o

< Relocation of production base and expansion of

Subsidiarization of
Merz Dental GmbH,
a German artificial teeth

Manufacturer. Completed new Established production
New production base plant in the SHOFU subsidiary in Vietlnam

in Europe. headquarters (SHOFU Products Vietnam)
April, 2015 March, 2017 May, 2020

| |
FY 2013/3 FY 2014/3 FY 2015/3 FY 2016/3 FY 2017/3 FY 2018/3 FY 2019/3 FY 2020/3 FY 2021/3

March 2014 anuau, 2015 September, 2015 March, 2019
Completed CAD/CAM Completed new plant at Established CAD/CAM processing Completed new plant
processing center at production subsidiary company in Germany at Merz Dental GmbH.
domestic production subsidiary  in Shiga
sSHOFUING. X Wearegradually developing production basesin otherimportantcountriesandregions. 3
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ure Business environmentand

S pe c i fi c Effo rtS _ Sa I es and Long-term Business Strategies

<Improvement of our sales network

() Developa networkof overseas distributors.J g — E’ i ‘f‘
5.";-,11 - N
<Realignment of sales offices g EH

() Establish new overseas sales bases. J oy e
(U.S.A) (Germany)

<-Establishment of domestic and
international academic networks
(", Build an organizationthatcan advertisethe J :

. : /
company’s productsand services directly to Shofu Dental  Shofu Dental Asia-Pacific ~ Merz Dental

users.

i Co., Ltd., (China)
i [ Other overseas bases]
: Sales company: Mexico, Brazil, India

¢ Enhance and expand MDR* activities.
*Medical dental representative

: [ Overseassales Group companies]

Trading (Shanghai) PTE (Singapore) GmbH.(Germany)

f Sales base : England, Taiwan, Italy
B [ e e —
»Improve our »Enhance academic »Speed up the product
customer service activities registration work
SHOFU INC. 99

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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= Future Business Environment and Medium-

and Long-term Business Strategies @

Specific Efforts — Sales

<-Realignment of sales offices

Incorporated Established Sales subsidiary

SalesBranch for Dental Implantin Japan Established Established
in Singapore. Established Sales Branch  Established Sales  Sales subsidiary = Sales Branch
in Italy Branch in Taiwan in India in Kyoto
April, 2013 April, 2015 May, 2015 April, 2017 April, 2019

S A A

FY 2013/3 FY 2014/3 FY 2015/3 FY 2016/3 FY 2017/3 FY 2018/3 FY 2019/3 FY 2020/3 FY 2021/3
S B B B B —  ——

| | |—|

June, 2014 April, 2015 January, 2017 April, 2020
Established Subsidiarization of Established Expanding functions
Sales subsidiary Merz Dental GmbH, Sales subsidiary by constructing
in Mexico a German artificial teeth in Brazil a new office building
Manufacturer for Sales subsidiary
_ _ ) _ ) in Germany
SHOFUING. We are planning to establish sales bases in other important countries / regions. 34
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Specific Efforts — Nail Care

Business

= Basic Policy

<~ Work to expand the nail care business by taking
advantage of the R&D and production engineering
capabilities the company has developed in the dental
materials business.

< Ensuring profitability by improvement of in-house
products ratio
-~ Expanding sales channels in overseas markets

—U.S., Europe, Taiwan, South Korea, China ﬁ ' %
m Specific Efforts p

< Capturing share in the LED gel market with improved Presto

< Improving competitiveness and profitability by integrating
operations from product planning to sales

< Released self nail gel nail “by Nail Labo” (August 2014)

- Established joint venture in Taiwan (December 2014), began ageh& Gel
operation in January 2015

+ Launched new “ageha Gel” brand of gel nail products for Q@@!
nail salons (June 2017) @@@

SHOFU INC.

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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utlre Business environmentand

Enhancementof Business and Capital Jie andLong-term Business Stralegies
with Mitsui Chemicals and Sumvieuitay)

» % ST

Mitsui Chemicals

®  Shofu issued 1,780,000 new shares in a third-party allocation
MCI received these charges (total value of 2,988 million yen)
®  MCI's shareholdings increased from 11.17% to 20.01%

m Capital tie- (Shofu became an equity-method affiliate)
up
®  Shofu acquired 20% of MCI's 70% shareholding in Sun Medical
m  MCI's shareholding: 70.0%=50.0%
Shofu’s shareholding: 0.0%=20.0% (Sun Medical became Shofu’s equity-method affiliate)

m  New product development

; ] i i

B Business Expansion of product lineup
tie-up ® Use of sales networks in Japan and overseas

®  Augmentation and sharing of manufacturing functions

B Exchange ® MCI sent one part-time director to Shofu’s board
of
personnel = Shofu sent one part-time director to Sun Medical’s board

SHOFU INC. 36

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
filing 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.
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Irends for;Sales by Region e
—Northiand Latin/ Americas=ITEIE

Unit: millions of yen

North & Latin

. Europe Sales
America Sales P

CAGR

4,147 42314 125

2,880 2,895 3.669
e

Fiscal March 2016

Acquisition of

Merz Dental GmbH

1.809
.. 1,178 1,598
i 1,239 1.261
‘12/3II'1 3/38 '14/3lv'15/3l '16/3IV'17/3I 18/38 '19/3IV'20/3I "l 2/38 '13/3Iv'14/3l "15/38 '16/3."17/3. 18/3%°'19/38M '20/3l'
SHOFU INC. 37

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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Trends for. Sales by Region

—China, Elsewhere in Asjz

China Sales

SHOFU INC.

Utlre Bu n and Medi
and Long-term Business Strategies

Unit: millions of yen

Elsewhere in Asia

Sales
CAGR
9.7%
1,996 2.051
1.819
// 1.576 1 529
1,323
1,150
978 880

"12/3M"13/3M 14/3M°15/3M "16/3M"17/3M'18/3M "19/3M8 '20/3M4

"1 2/3m '13/3II'14/3l '15/3."16/3“1 7/3% 18/3%°19/3M '20/38
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Medium-term Management Plan —

Principle Targets

andLong-term BusinessStrategies

% +++Record Unit: millions of yen

Mid-term Management Plan
Fiscal March Fiscal March Fiscal March
2019 2020 2021

Net sales * 25,725 * 27,419 * 29,264
vk | I8 | (6.6%) (6.7%)
(Domestic sales) | % 14,453 * 15,085 * 15,700
__(changekommeviousreriod) | (65.9%) | (44%) (4.1%)
(Overseas sales) | % 11,271 % 12,333 % 13,563

(Change from Previous Period) (8.6%) (9.4%) (10.0%)
Operating income 1,737 * 2,056 2,341

(Persentage ofsales) (6.8%) (7.5%) (8.0%)
Ordinary income 1,630 * 1,946 * 2,234

(Persentage ofsales) (6.3%) (7.1%) (7.6%)
Net income * 1,109 % 1,370 1,596

(Persentage of sales) (4.3%) (5.0%) (5.5%)

Dol e e | X 446% x  460% *  47.6%

Fscal March
2019
(Results)

24915 x

Fscal March
2020
(Results)

26,108

FscalMarch
2021
(Forecast)

23,287
(-10.8%)

*

SHOFU INC.

11,295 x
(8.8%)
1814
(7.3%)
1,709 *
(6.9%)
1,201
(4.8%)

46.6%

(-15.7%)
1,733

(7.4%)
1,589

(6.8%)

1,072
(4.6%)

42.6%

* “Net income” figures are figures for “Net income attributable to owners of parent” after the application of the
Accounting Standard for Business Combinations, etc.
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Dental business

Nail care business

Other businesses

Net sales

Dental business
Nail care business

Other businesses

Operating income

Mid-Term Management Plan

Fiscal March = Fiscal March  Fiscal March
2019 2020 2021

Amout % Amout % Amout %
22,800 88.6 24,227 884 25787 ss8l
2,806 10.9 3,068 112 3,343 114
117 o5 123 o5 133 05
25,725 1000 27,419 1000 29,264 1000
1,575 &9 1,867 77 2,070 8o
145 52 169 55 243 73
16 137 18 153 27 205
1,737 &8 2,056 7.5 2,341 8o

Fiscal March

2019

(Results)

Amout
22,4446
2,372
104

24,923

1,797
-5
16
1,807

%
90.1

9.5
04

100.0

8.0
-02
15.6

73

andLon

g-term Business Strategies

Unit: millions of yen
Fiscal March = Fiscal March

2020 2021
(Results) (Forecast)
Amout % Amout %
23,665 9.6 21,021 903
2,355 %0 2,175 93
93 04 89 o04
26,114 1000 23,287 1000
2,083 88 - B
107 45 . i
13 147 - il
2204 84 1,733 74

» The foreign exchange rates given are those in effect at the average of each term;
conversions of items in the financial statements of overseas subsidiaries all use average rates.

SHOFU INC.
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Medium-term Management Plan

Capital investment

Depreciation expenses

(of which goodwill
amortization)

R&D expenses

Mid-Term Management Plan

Ficsal
March
2019

1,080
1,003
108

1,572

Ficsal
March
2020

967
1,003
108
1,596

Ficsal
March
2021

967

1,003
108

1,604

SHOFU INC.

Fiscal
March
2019
(Results)

1,403
893
84

1,492

» The foreign exchange rates given are those in effect at the average of each term;
conversions of items in the financial statements of overseas subsidiaries all use average rates.

¢ BusinessEnvironmentand

U e veon
and Long-term Business Strategies

Unit: millions of yen

Fiscal Fiscal
March March
2020 2021

(Results) (Forecast)
1,601 1,668

979 926
79 0

1,537 1,576

* Capital investment, depreciation expenses and R&D expenses above are recorded only for those realized
at this moment. Profit plan includes certain strategy investment expenses.
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Dividend Policy

< Target dividend payout ratio: More than 30%

2 Average consolidated dividend payout ratio since listing: 40.3%
(Weighted average from Fiscal March 1990 to March 2020)
» a Commemorative dividend
» 2 Ordinary dividend
- Condolidated dividend payout ratio
459
36.5
317 411 35.5 31.9 364
6.4 26.7 228
| ‘ N H i
HH I M M = -
Commemorative dividend of 5yen [per g gvgzelnmd omfl 1“;;" anmversary of
share]forthelisting on the Osaka dnndend of Syen for the listing on company
Securities Exchange per share] forthe the First Section founding, 2yen
Ilstmg on the Tokyo of the Tokyo
Stock Exchange Stock Exchange
G — L =~ —- - —- —- [ —- - —- ~N g —
o o o] o |o |3 |o m%%[g %ml%mmmm%m%mm%mmm%ﬁm
= 3 3 = 3 3 3 3 = 3 3 3 = 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 = 3 = 3
sholol ool ool gl pfpblplplplplplpylplpylpyfpylylylpylpylylylpylpyliced
B RO F B F R I U B FO O FR O e fU N UGN O Fof o gugrgugogugngoabase
& & & 5 & & & & & & . 3 & 2 3 & . 5 & & & & 5 & > . . . 3 o &8 q
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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.



Forecasts in this document are based on information and data available
at the time of release as well as on assumptions concerning uncertain
factors that might affect the company’s future business performance.

Depending on various factors, actual business performance could differ

substantially from the forecasts contained in this document.

SHOFUINC.

11 Kamitakamatsu-cho, Fukuine,
Higashiyama-ku, Kyoto 605-0983, Japan
Phone: +81-75-561-1112
Fax: +81-75-561-1227
URL: http://lwww.shofu.co.jp
E-mail: ir@shofu.co.jp

Contact: Corporate Planning Department

SHOFU INC. 43

43






. )
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SHOFU and Its Operations
(Summary of the Company Profile
and Its Businesses)
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SHOFU INC. 45

45



C om p an y P rOfi I s © Companyand Business Profiles

Company
name

SHOFU Inc. (As of September30,2020)

= Representative

Noriyuki Negoro, Presidentand CEO

= Address 11 Kamitakamatsu-cho, Fukuine, Higashiyama-ku, Kyoto 605-0983, Japan
Date of
" establishment May e, 922
= Capital 5,968,956,614 yen
y s First Section of Tokyo Stock Exchange
exchanges
g NUmMBErol 467 (entire group: 1197, including 557 in overseas subsidiaries)
employees
= Business Manufacture and sale of dental materials and equipment
o Main Dental institutions (via sales agencies)
customers
Subsidiaries 18 (fourin Japan, fourteen overseas)
Number of - .
= group Affiliates 1 (onein Japan)
companies Dental companies: 16 (fourin Japan, twelve overseas)
SHOFU INC. Nail care companies: 3 (one in Japan, two overseas) 46
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M a i n P rod u cts . 2 Companyand Business Profiles

ctures and markets a wide range of dental @
materials and equipment.

Artificial teeth products ‘ . Chemical products

Artificial tooth and implant materials Materials for use in a variety of applications,
ke = Porcelain teeth, porcelain / including implants, diseased area fillings,
— powder, resin teeth & gums for artificial teeth, etc.

= Synthetic resins

= Impression materials

Abrasives products

= Waxes
Materials for removing diseased
areas and polishing crowns
and polishing crow . Cement products ,other ~
= Carborundum abrasive -! Materials for use in the adhesion of
= Silicon polisher 8= imp{;anttsa,I ﬁllings,t etc.
= Other carving and polishing T = LT comary:
Skt = Dental stones and investments
= Industrial grinding and Machinery equipment &
polishing materials Ty | s
- ~“_ other products
Metal prod ucts ‘ b Equipment and appliances for dental

4 treatment and procedures
= Dental equipment

Materials for use as dental crowns
_- and as the base for implants

S = Products for oral care and infection
— - .= Alloys for casting, silver alloys preventloq _
« “‘Other metals = Orthodontic materials
_ = Health and beauty equipment
Please refer to “Product Other equipment and appliances
:;‘;’fj';‘-‘en:“ached to this | The company’s products are designed for use in dental care and treatment. 47
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Corporate History (1)

2 Companyand Business Profiles

Shofu Dental Manufacturing Co., Ltd. founded and commenced the manufacture and sale of Japan’s
first artificial teeth.

- 1963 Shofu shares listed on the over-the-counter market.

- 1971~ Established sales subsidiaries in the U.S. and West Germany. Started overseas production (in

1978 Taiwan). Established Shiga Shofu Inc. as a manufacturing facility for resin teeth.

- 1983 Changed the company name to SHOFU Inc. Commenced management reforms.

- 1985 Shofu’s shares listed on the Second Section of the Osaka Securities Exchange (in November).

- 1990~ Purchased a British research & development and manufacturing company.

1997 Founded a sales subsidiary in the U.K. Obtained the UK GMP (Good Manufacturing Practice)
Certificate. Obtained a CE marking certificate.

- 1996 Founded Promech Inc. Established Liaison Office in Shanghai, China.

- 1997 Established the industry’s largest research facility as a part of a project to commemorate Shofu’s
75th anniversary.

- 2002~ Celebrated the 80th anniversary of its founding. Established Liaison Office in Beijing, China.

2003 Obtained 1SO 14001 (Environmental Management System) certification (both for the headquarters
and all group companies).
Established Shanghai Shofu Dental Materials Co., Ltd., a production facility in China.

- 2005 Acquired Shoken Inc. as a wholly owned subsidiary through a share exchange.
Established Shofu Dental Supplies (Shanghai) Co., Ltd., a sales facility in China.

- 2006 Training Center designed to promote customers service completed (in August).

- 2007 Celebrated the 85th anniversary of its founding. Shofu’s shares listed on the Second Section of the
Tokyo Stock Exchange (in February).

- 2008 Acquired and turned Nail Labo Co., Ltd. into a subsidiary.
Acquired 1.6 million of the company’s own shares in accordance with the purchase of the company’s
nwn charaec erhama in tha I_NETmarkat nf tha Nealkka Qarirritiae Everhanna -

ssLLsxLs.,———— — - - - @ @ @@ - s s s 0
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COrporate History (2) © CompanyandBusiness Profiles

- 2010

* Reached basic agreement concerning business and capital partnership with Mitsui Chemicals, Inc.,

mmdAd Cuismmaadiaal Ma | éd
anlu sulncuival Lo, Lwu.

Transferred 1.8 million shares of treasury stock to Mitsui Chemicals, Inc., through a third-party
allocation.

Shofu Dental Trading (Shanghai) Co., Ltd., is established in China.

- 2012

- 2013

- 2014
- 2015

- 2017

Celebrated the 90th anniversary of its founding. Listed on the First Section of the Tokyo Stock
Exchange.

Promech Inc. is split up, with Shoken Inc. taking over its dental businesses and Nail Labo Co,. Ltd.,
absorbing the company and its remaining operations.

The Singapore Sales Office is incorporated as the local corporation SHOFU Dental ASIA-Pacific
Pte.Ltd.

Established joint venture in Taiwan between Nail Labo Co., Ltd. and a local sales distributor.

Acquired shares and made Merz Dental GmbH. a subsidiary.
Established SHOFU BIOFIX INC.

Established a subsidiary in Mexico
Established a subsidiary in Brazil
Established a subsidiary in India

- 2019
- 2020

New plant for Merz Dental GmbH. completed
Established a subsidiary in Vietham

Enhancement of business and capital tie-up with Mitsui Chemicals, Inc.,(MCI) and Sun Medical Co.,
Ltd.(SMC)

Shofu issued 1,780,000 new shares in a third-party allocation and MCI received these charges.

Chafii anmitirad N AFMOCUs 7N0/L aharahaldin~ in CMO
DHIVIU @LYUIITU 24U 70 Ul NI S 1V /0 STiaiSHiVIVINg i vivi.

(Shofu became MCI's equity-method affiliate. / SNC became Shofu’s equity-method affiliate.)

SHOFU INC. 4

[7e]
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Corporate History - Sale

2 Companyand Business Profiles

" i » Enforcement of Revised
Unit: 100 million yen Pharmaceutical Affairs
180 Law (2008) e
» Largest-ever curtailment
29'I'sh()es government undertook measures t of remuneration for
160 reduce medical expenditures, which resuited medical treatment (2006) 5 '
in low rates of growth in the medical industry
140 + lmpl ntation.of - 10% medical-expense
copayment system for policyholders (in 1984)
120
1970s . Copaymentimposed on
100 wmmmmmmmmeeeeeeeeeees Expanded-operations - e health insurance
overseas (US, West policyholders increased
80 Germany, Taiwan) | *In 1997:from 10%1t020% | | | ||
* In 2003: from 20% to 30%
60 1960s
Era of high growth due to . |
the prevalence of the Llsst:dﬁon thfet:wst
---------- i ction of the
- i\:‘r:‘\::;:::t&ot:a"?eheam Management reforms (1983) Tokyo Stock
Became the first company in Exchange (2012)
20 - the industry to list its shares s e |
on a stock exchange (in 1989)
0
B T T T e e N e S S S S e O S S S ST S S ST S S )
R R R EEEEEEEEEEEEEEEEEEE-EEEEEEX-E-]
AO OO ~NNN NN ® R R R R R EEEEEEEEEEE
O = W O N © = W O NO - WO N O - WO N O - WO NO - o N
SHOFU INC. (Note) Figures shown in the graph are non-consolidated sales. 50

__________________ e

50

N



Group Overview[iDome

o ~ 0 Sales subsidiaries
<Domestic 1, Overseas 7>
0 ~ 0 Production subsidiaries
<Domestic 2, Overseas 4>
0 ~ 9 Nail care business subsidiaries
<Domestic 1, Overseas 2>

Sapporo Sales Office

@ shiga SHOFU Inc.
SHOFU Inc. ‘

Kyoto Sales Office
@) SHOFU Products Kyoto Inc.
Fukuoka Sales Office —

Osaka Sales Office

SHOFU INC.

2 Companyand Business Profiles

Sendai Sales Office

Tokyo branch
sHoFu BIoFIX INC. ()

= Nail Labo Corporation 0
Nagoya Sales Office

51
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— SHOFU UK
e —ADVANCED HEALTHCARE LTD.
SHOFU DENTAL GMBH 9

—
MERZ DENTAL GMBH 6
DIGITAL DENTAL SERVICE GMBH

SHOFU ITALY

(©) sHOFU DENTAL INDIA PVT. LTD. !

W

SHOFU DENTAL
TRADING (SHANGHAI) CO.,LTD.

SHANGHAI SHOFU -
DENTAL MATERIAL CO.,LTD.

SHOFU INC.

’

(@) SHOFU DENTAL CORPORATION

~ SHOFU DENTAL ASIA-PACIFIC PTE.LTD.

2 Companyand Business Profiles

S

Nail care business subsidiari
Zag =3 estic 1, Overseas 2>

NAIL LABO TAIWAN CO., LTD.
SHOFU INC., TAIWAN BRANCH

@nalL Laso I
SHOFU MEXICO
$ DE RL DE CV

SHOFU DENTAL BRASIL COMERCIO
DE PRODUTOS ODONTOLOGICOS LTDA.
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Sales Channels

SHOFU Inc.

SHOFU INC.

Domestic  _ _ _ _ __ __ __ .
[ . Wholesale \ )
> W [ 1 Dealers | .
I l }
~ Agents [
L |
1 I
Orthodontic materials
\ —V
~ e e 7
Overseas

1 o,

/North America, Latin America,
Europe, China, Other Asia,

=
Oceania E E’
) R c
— L ‘ Localsales l:) S g
. subsidiaries 3 o
= =
I Korea, Taiwan ® e
— I,, — e Q
\ |
N e /

__ﬂ__,

Dental institutions, schools

Dental
treatment |
and
services /

2 Companyand Business Profiles

e

Patients and customers
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SHOFU INC.
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Healthcare Expenditures by Age Group
(Component Ratio)

80 Trend of national healthcare expenditures, the percentage of the population aged 65 3
and older, dental treatment expenditure as a percentage of total national healthcare National healthcare
expenditures and manufacturers’ shipment value of pharmaceutical production as a expenditures (index) -

70 percentage of total dental treatment expenditures (from 1962 to 2017) (1962 = 1.00) 'l

60 = P:rc'e-nt;ge—of the Vo ’ o7

| population aged 65
Land older (right scale) |
50 Dental treatment | . T T T T T
expenditure as a
percentage of total
national healthcare
40 expenditiires (Fight SCale) I e A s e e AN AR SRR R SR RSP R AR AR AR 1 5

""""""""""""""""""""" Manufacturers’ shipment value |-

4 < of pharmaceutical production as

expenditure (index) a percentage of total dental
(1962=1.00) treatment expenditures

Dental treatment

OO PO NN~~~ 00 HWOOOOOOOOO O =
MNBOOONDBDOOONDIOIOONDBIOONBEBOIO®ONL OO

Prepared using yearly data from Summary of National Healthcare Expenditures, Production Statistics

SHOFU INC. issued by the Pharmaceutical Industry (Ministry of Health, Labour and Welfare) 55

2 Reference <Dentistry Data>

55



Healthcare Expenditures by Age Group

2 Reference <Dentistry Data>

People aged 65 years and older tend to place less importance
on dental treatment than general medical treatment.
General treatment ! Dental treatment ite 0
Unit: %
60.0 62.4
50.0
46.3
40.0
39.7
300 M
20.0
% 19.7
10.0 — - =
O '—‘j”‘:'_""t“,* YOO~ OO~~~ O~ O~O—OC O R AR O a0 0,00 000,0,0,0,0,0,0,00 0
00
COOCOBOOCO0000O00O00dddddddd COOCOCOO0O0O0O0O0O0O000dddddddd
ONNOO=-NRENOVROCO=NRARNDIN ONXOO=-NRENOTIROO=-NWHEOD~
-“-0-14 yearsold -O0-15-44yearsold -O-45-64 yearsold -®-65+ years old
Prepared using yearly data from Summary of National Healthcare Expenditures
SHOFU INC. (Ministry of Health, Labour and Welfare) 56

(Component Ratio) %
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Comparison of Healthcare Expenditures by Age

2 Reference <Dentistry Data>

>
S
16,000 T P
Dentistry ' ophthalmology ' Orthopedics x
14,000 =
12.000 11,505 za,,
' ~
[{=]
10,000
8,074 8,467
8,000 7050t 1t 1t 1t/
(4]
= ~
6.000 s | 3 1 - 5745
~ w
IS
4,000 s B B | BN 1 | R
2,407 e S
2000 i = ST HHEFIREB 1
2 15 B
I~ ~ o
0-14 yeas old 15-44 years 45-64 years 65+ yearsold 70+ years old 75+ years old
old old (repront) (repront)
SHOFU INC. Prepared using Summary of National Heallthga_re Expenditures in Fiscal Year 2017‘ 57

57



Trend of the Number of Dentists and > Referance <Dantistry Dain>

Dental Treatment Expe

35,000
Dental treatment expenditure per dentist 101, 664
(Unit: 1,000 yen, left scale)
30.000 28,528
25,000

20,000 [ Number of dentists in
practice

(Unit: Person, right

scale)

15,000

10,000 T11Lel 111 Dental treatment expenditures
(Unit: 100 million yen, left scale)

- - - - - - - - - - - - - - - - - - - - - - - .

O OO N~~~ ~ 00 000w W E OO OO OO OO0 0O - - A a
N B O ®O®ONIBODOOONDIDO®D®OONDBOOX®ONIDED®OONBO®O

Prepared using yearly data from Summary of National Healthcare Expenditures, Survey on Doctors,
SHOFU INC. Dentists and Pharmacists (Ministry of Health, Labour and Welfare)

110,000
100,000
90,000

80,000

70,000

. 60,000

50,000
40,000
30,000

20,000
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Dental Treatment Expenditure

15.0% Year-on-year comparison of amount paid by dental health insurance (deviation
’ from 12-monthmoving average) from December1997 to September2020
Resin block for CAD/CAM is
covered by insurance.(April 2014)

10.0%

Medical expense copayment rates

for insurance policyholders raised

September 1997: to 20%
5.0% April 2003: to 30%

-5.0% -

e Medicdl instiutions’ melical expepce. Largest-ever curtailiment of
remuneration for medical
=—=Total of Social Insurance and National Health Insurance treatment (April 2006)
= Shofu domestic shipments
-10.0%

2 Reference <Dentistry Data>

g
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Trend of Shipment Value of  Reference <Dentitry Data>

Pharmaceu“cal IndUStr rgdusuml Shipment value, Unit: 100 million yen@

2,175

2,091 0152051

1,008
933 » 805 912 gos 942 940 926
\l; -
o™ N
o o »
[ @ @
QI IIn ©
ol |3
S S =
»  © » @ -
a o » O
SIle N w > o
= B @ 12
gog
3 }g 2| | B E]HE e

99 '00 '01 '02 03 '04 '05 '06 '07 '08 09 10 11 12 13 14 15 16 17

= = Gold -silver palladium alloy Unit Others —e—Total

Prepared using data from Production Statistics issued by the Pharmaceutical Industry (Manufacturers’
SHOFU INIC. shipment values), (Year Book for each year), released by the Ministry of Health, Labour and Welfare 60
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SHOFU INC.

2 Reference <Dentistry Data>

Septicemia, Headache, Stiff
“ Entire body shoulders, Malfunction of internal
organs, Nutrition disorder
h AERHENTETEE RIS Premature birth, Delivery of low
problems birth weight babies

Diseases of the

digestive and Gastritis, Gastric ulcer, Aspiration

pneumonia

respiratory systems

PIEEEETEER 81 S Endocarditis, Myocarditis,
” circulatory system Arteriosclerosis
ﬁ Skin diseases Dermatitis

ﬁ Diseases related to Diabetes
metabolic disorder

(Reprinted from the “Archive of the 8020 and Enjoy Healthy Life” issued by Social Insurance Research Institute)
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Correlation between Number. of Healtl S Reteronce Dentary Datas

Teeth and Healthcare EXperruiiiTe S,

DO e e
44.4 43.9 45.7 Annual medical
expendifures per capita
40 ... N N 379 (x10000yen
30 - DN DeEEE e - 4 S S 5 5. SRR
254
20 .- poo-o- - Moo S0 N B0 M-
The greater the number of healthy teeth,
the greater the reduction in healthcare expenditures.
j Lo e T .......P XK. R......F R-....F| ...
0
0 1-5 6-9 10-14 15-19 20-24 25 or
more

Prepared on the basis of "Correlation between Oral Hygiene Status of Elderly Persons and
Healthcare Expenditures,” a paper published in 2003 by Kazumune Arikawa, a full-time
instructor at the Nihon University School of Dentistry at Matsudo

SHOFU INC. Subjects surveyed: 954 persons aged 80 living independently (392 men, 562 women)

g
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The 8020 Movement and Changes

in Dental Diseases

(%)
100

80

70

30

20

90 |-

60 |-

50 -

40 -

Percentage of people with 20
or more of their own teeth

9.1

" The primary target of “20% of the population achieving 8020
was reached in 2006.

|

__ Causesoftoothloss
Orthodontic
treatment, =y Oth."'
1.2% 12.6%
Caries
Fracture, é;oc:::;
0, y
11.4% 32 4%
Periodontal
disease,
41.8%

40~ 45~ 50~ 55~ 60~ 65~ 70~ 75~ 80~ 85~
(age)

SHOFU INC.

(Survey by the 8020 Promotion Foundation in 2005)
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Perception of Dental and
Oral Health

Are you satisfied with your physical health?

Don’t care
2.1%

Not satisfied Fullyssg‘t/l.sﬁed

Fairly
satisfied
Not very 61.3%
satisfied
2.9% n=1463

Do you think it necessary to receive regular
dental care (checkup and cleaning) at a dental

2 Reference <Dentistry Data>

e

Source: Fiscal 2007’s Dental Equipment
Industry Vision (References)

Are you satisfied with your oral health?

Fully satisfied
1.8%

Not satisfied
11.8%

Fairly
satisfied
Not very satisfied 2%
42.2%
n=1463

Do you actually receive regular dental care?

clinic?
Don’t know Yes
15.6% ‘. Jes
74.1%

| |
No Potential demand
5.2% - -

Yes
79.2% 1463
n=1463 Ve
SHOFU INC. 64
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D e nta I C l i n i C < Reference <Dentistry Data>

Consultation Rates

| 30,000
Consultations (x 10,000} —e—Consultation rate (%) 15.6
149149
e 145 . 7
25,000 e 139 14.3-
13.1 N
oy o
X NN N
117 1.9 119 121122 o8BS
20,000 110 110 N H B EE T
103 106 106 105 106 106 107 " a 1B —ﬁ *B=R=R:
=1 N = PR ol 12 B
GG EEEE B SR E P
15000 4o o o = = 1= B BB 1o N1
TR L
o o BB =R=ZR5
10,000 N> - P
The percentage of those who visit a dental clinic
has been leveling off at around 10%.
5,000
0
-— — — - - N n N N n N n N n N N N N n N n N N N N
‘ o ©o ©o © ©o o o o o o o o o (=] o (=] o o o o (=] o (=] o o
& 8 9 8 8 8 2 R 88 & 8 2 8 833 2 RN @ 2 »» 3 » o
x Consultation rate: ratic of persons receiving monthly dental treatment or examinations (12 times yearly)
Prepared using annual data from "Recent Trends in Healthcare Expenditures (MEDIAS)"
SHOFU INC. issued by the Ministry of Health, Labour and Welfare 65
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Trend in the North American

The public deve|oped the habit of paying regu|ar Increase in regular visits to dental clinics
visits to dental clinics. — Shortage of dentists

North America Japan
Percentage of those - T~y E-" TS
who make regular ' 54% ) et 16% ;)
visits to dental clinics Se~o=-7 b~~~
Number of dentists
(e 11000 prS07E) 0.6 person 0.7 person
Population
T 1,670 person 1,430 person

=

WHO says that one dentist per 2,000
persons is the appropriate ratio.

Source:

* Health and Welfare Survey in 1999 conducted by the Ministry of Health, Labour and Welfare and a survey
conducted by Colgate-Palmolive Company

* Consulted an article titled “Reasons for the Success of the Canadian Dental Community” (DH Style, September
2007) by Ken Yaegaki DDS Ph.D., Professor and head of the Department of Oral Health, Nippon Dental

SHOFU INIC. University School of Life Dentistry)

2 Reference <Dentistry Data=

—> Solution to the problem of oversupply of dentists
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e

305 dollars in the
whole world

Annual increase of

k 4.9%

(Unit : million dollars)

USA

13028, 42.6%

1386, 4.5%

Other North & Latin America

s Other Asia
China 1503 , 4.9%-
'1261,4.1% —
2153, 7.0%
Japan
703, 2.3%
Middle East & Africa
7869 , 25.8%
Other Europe
Percentage of ez
medical s
equipment: Germany
7.6%
SHOFU INC.

#Source : BMI Research
[The World Medical Markets Fact Book 2019]67
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Global dental market— Py

Market size and growth HotEYiBEl %

Global Dental Equipment Market :30.5 billion dollars
Growth rate in the last 5 years : 4.9% per year

13,028

11 Market size(million dolars)

O Annual average - %
- @ o

2,651

3)
®
®

2,153
6.2
1,261
1,103
870 —

32 673

[
@

455

| |

L

my

_\]

w

P o

Aey II
[—
P
]
o

| ——

—

_\,

o

w

N
I1ze.g a
— 5
(PN T1)8Y10

445
Fi“isi*”
2 3

vsn

5
B
=

Aveuuan
wopbupy payun
©ss
Aayany
(souunoo /1)
Y8 1583 PP —
240)
ueme,

8 8
North/Latin America Western Europe Central/Eastern Europe

SHOFU INC. # Source : BMI Research [The World Medical Markets Fact Book 2019 68
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Relation between Dental Treatment  Referonce <Dentistry Datas

Ex pe n d ' t uredn d G D P Although Japan’s dental treatment expenditure is at
a high level in international comparison, the ratio of
Japan’s dental treatment expenditure to GDP is in
the middle range in international comparison.

== Dental treatment expenditure( Millions of U.S. dollars) ~mu=Ratio of dental treatment expenditure to GDP ( %)
90,000 - - 0.9
81,476 .
80,000 - "2 - 0.8
0.7 0 7
70,000 - /L" 0.7 /' 0 7 - 0.7
60,000 | = 06 Y "= 0.6 - 0.6
50,000 - /-< - 0.5
40,000 - [} " |04
w037 04 u 04
30,000 - - 0.3
21,925
20,000 - el - 0.2
10,000 - 7,212 4 - 041
’ 4,775
60 W3 I o 968 I l 1,839 1,36 805 791 899 978 667 I | 107
0 - . “, e o MW — BN " N 0
s c c > 0 v v v [y o [q) = z - = s n -
I ¢ F P EfEfffEfofTTEOPOPPOD
= > s & & ¢ & *® = § § 5 & % 2 8 2
5 5 - = 2 < g
B -
*1. The above chart was prepared using “Nihon-to sekai-no shikairyo—kokusaihikaku-karamita nihon-no shikairyo-no sugata (Dental Treatment in
Japan and in the Rest of the World—Dental Treatment in Japan from the Perspective of International Comparison),” by Kento Taira (medical
corporation Seiryokai) as reference.

2. The above data for each country is as of 2004 exceptfor Sweden's data, which is as of 1992.
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*Japan : Unit price for a treatment session according to public healthcare
insurance (= The patient's payment obligation is 30% of the amounts below.)
Root canal treatment Dental calculus removal
120000 108,011 15,000 13,630
92,220 12,566
90.000 12,000 4
9,000
60000 1 43920 o 6,366
! 36,601 6,000 - 4,626
3,144
30000 - 14,146 ] :
3 5839 3,000 1,779 732
i1 E s ]
0 T T T T ] 0
= m ()] = O C. = m w = O =
~ 8 & 2 5 & 8 ~ 8 8 £ 5 8 =
s 3 § » &8 S8 § 3 85 > & 5
=1 = o 3 = )
o (=8
Dental calculus removal Metal crown
30,000 25724 120,000 109,330 108,000 11,732
25,000 100,000
20,000 14,658 80,000
15,000 4 11,880 10,567 60,000
10,000 6,218 40,000
5,000 | | | | 2,851 20,000
0 T T T [ L\ 0
m @ (9] c o o = - (9] = o o
8 8 £ o 5 3 =~ 8 £ o & 3
3 &8 & » B S g §&§ >» & S8
2 3 = g =
2 2
* The above chartwas prepared using material from “Iryo, kaigokyufuhi suikei-ni-tsuite (On the Estimate of Medical and Nursing Care Benefit Exp )" by Prof
Kawabuchi of the Graduate School of Tokyo Medical and Dental University (submitted to the 6th meeting of the Social Security Council of Japan on July 31, 2008).




International Comparison in the Ratio of 2 Reference <Dentisty Data

Persons with' Dental CaresYETEUER ) Unit: % @

90
Dental Caries: Substantial tooth defect caused by
FDI Data by the FDI World Dental Federation decalcification of dentin due to acid made from glucide
Bl quusedas reference. by oral bacteria oA
(Using each country’s latest data of 2007 or later.)
° 77 Ratio of Persons with Dental Caries: Ratio of FTHTHI
persons who currently have carious tooth
60 +— Note: Comparison among persons at age 12 HHH AR
50 4+ HHHHHHHHHHHBHHH BT
40 1 = - - - - - - - = - - - - - - - - - - - - - -
30 - 1 HHHHHHHAHHAHHBHHHHBHBHHHHHHAHHHAHAHBEAEAE
20 ‘1 HHHHHHHAHHHHHHHHHHHHABHHAHAEHRAEAEAE
” HHHHHHHHHHHHEPHHHHEHEHEHHEHHHE
. -
§Efff i ifigss5eeE§§f¢gstggsinzsLE
=3 §3¢8¢% =§~=§s§=*§5"‘8235§ ©c2 3¢ 3 8
=823 3 F§C B2 SPgEgcEEt gt
i :
g £

SHOFU INC. 71




International Comparison in the Ratio of

Persons with Edentulousgda

W (at aga 99 and uldar)

2 Reference <Dentistry Data>

-

N : . Edentulous jaw:
The Oral Health Atlas: mapping a neglected global health issue - h
published by the Oral Health Association of Japan was used as reference. A condition of jaw that has no teeth
70 +— (Each country’s latest data of 1998 and later)
Unit: %
60 -
Ratio of Persons with Edentulous Jaw :
ol Ratio of persons who have no teeth | | |
*Comparison among persons at age 65 and older
40 S EIEIEIETE N
30 A HHHHH -
20 - L+ 4+ E
m HH I Hinnn !
zZ 2 & ¢ e T 2 8 § c g 4 Q 3 I 8 Q@ ¢ £ 23
§2FifffoceigiE g egretags
= §iFfsEfgEiEigiicfTEgiasy P o3st g
: :
SHOFU INC. 72
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2 Reference <Dentistry Data>

-

A survey was conducted amongthe Japanese people ' Treated teeth 1/ Lost teeth
by the Ministry of Health, Labour and Welfare. m Untreated teeth
250
200 - - -
Tooth decay occurs and increases
throughout one’s lifetime.
150 | 04 B9 B |

100

5.0

§ & 7 8 9 10 11 12 13 14 15 20 25 30 35 40 45 50 55 40 45 70 75 80 85

* 1.The official web site of the Hokkaido kodomo-no ha-o mamoru kai (Save the Children’s Tooth Hokkaido) was used as reference
* 2. Source: Results of the Survey of Dental Di in 2011 rel d by the Ministry of Health, Labour and Welfare
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Number of Dentists in
the World

. Japan
' (102,000)

- China
(144,000

India .  Other Asian countries
(333,000). (186,000)

(;c-eania
(23,000)

______________________________________________________________________________

| @ Source:
! Number of dentists & Estimated market size
i =“The World Medical Markets Factbook 2019 ” (BMIResearch)

_______________________________________________________________________________

(_,:;;}"'j_/hfé{lsified

Number of dentists V
- Approx. 2.65 million -

JIOU

Latin Americe

- Estimated market size:

~Approx. 3.0 trillion yen-

< Reference <Dentistry Data>
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2 Reference <Dentistry Data=

Meaning

Impression

An imprint of teeth and other intraoral areas, created with impression
material. Based on the impressionmould, plastermodel can be produced,
onto which prosthesisis fabricated. —» Dental prosthetic (page 76)

Implant(treatment)

A treatment methodto replace missing tooth. An artificial root is implanted
into the bone, upon which a variety of dental prostheses can be placed. In
addition to conventional prosthetic treatment, implantis a new option to
restore mastication and esthetics.

Caries

Toothdecay.

Occlusion

The position of the teeth when the jaws are closed.

Composite resin

Synthetic resinto fill cavity and lesion, available in a variety of shades to

make the restored area harmonious with surrounding teeth of each patient.

Itis often usedto treatdecay. —» Resin (page 76)

Filling Tofill resin or cementafter removing a decay to restore the affected area.

Aesthetic dentistry A variety of treatment to enhance patient’s esthetic appearance, including
orthodontics and whitening.

Scaler An instrument used to remove plaque and tartar accumulated on the tooth
surface.

Dentalfloss A thread usedto remove plaque from the spaces between teeth.

Handpiece A handheld device to which smallinstruments for removing tooth decay,

SHOFU INC. plaque, andtartar are attached. — Plaque (page 76) 75
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Term

2 Reference <Dentistry Data=

Meaning

Nail care

Care for fingernails and the surrounding area, including attachment of
artificial nails. Nail care is widely considered animport part of
personal grooming in many parts of the world, and it is also growingly
popularamongyoungwomen in Japan, which leads to a rapid growth
of the market.

PMTC

PMTC stands for Professional Mechanical Tooth Cleaning.In PMTC, a
dentistor hygienistuses machines and instruments to remove plaque,
tartar (calcified plaque), and other dental deposits (caused by smoking,
etc).

Fluoride

A substance thataccelerates re-calcification of the tooth surfaceand
strengthenstooth structure (especially for enamel).

Plaque

Calculus deposits. Bacteria living in plaque create acids and toxins,
which cause decay and periodontal disease. Thus, removingplaque
helps prevent dental disease and enhance oral health.

Dental prosthetic

An artificial replacement of defective area. It includesfillings and
crownsthatrestore patient’s oral function and esthetic appearance.

Bonding(material)

A material to bond composites to natural tooth (enamel and dentin).
— Composite resin (page 75)

Resin

SHOFU INC.

Synthetic high polymer. Resins are popularly used for dental
restoratives.
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