Prior to the explanation of financial results, we would like to introduce our new corporate
message.
The Company celebrated its 100th anniversary on May 15 this year thanks to the
investors' support over many years.
At this milestone, we changed our corporate message to communicate our stance more
clearly.
The new corporate message is “Creating Brighter Smiles for Healthier Lives”.
A healthy mouth, chewing properly, no concern about appearance, laughing freely—in
other words, healthy teeth that are functionally and aesthetically satisfying—contribute to
preventing systemic diseases and a sense of security and enhance people's lives.
In addition to providing dental materials to dental care professionals, we aim to help
people around the world chew, laugh and live and enhance people's lives and societies
through our business.
In pursuit of this goal, we respectfully ask for the continued understanding and support
of all investors.
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In the consolidated fiscal year ended in March 2022, both sales and income were up
compared to the previous year and our forecasts. Also, net sales, operating profit,
ordinary income and profit all reached record highs. Slide No. 6 shows the factors behind
these changes over the previous year.
Net sales increased 14.0% for a total of 28,137 million yen. Domestic net sales
decreased by 1.2%, to 13,573 million yen and overseas net sales increased by 33.1%, to
14,564 million yen.
In our domestic dental business, although a dentine bonding product for dental use and
a product of CAD/CAM related new material, both were launched from the previous to the
current fiscal year, contributed and increased sales over the corresponding period of the
previous consolidated fiscal year. However, the impact of the Accounting Standard for
Revenue Recognition, which was adopted this fiscal year, resulted in 192 million yen less
in sales posted than when the previous standards are used, and thus sales were down
0.5%.
Domestic sales in our nail care business decreased by 8.3%, due to the impact of
restrictions on activities with the reemergence of infections and as a result of the tapering
of stay-at-home demand, we saw a decrease in sales of our mainstay gel nail-related
products.
Looking overseas, in our dental business, sales significantly increased by 35.8% due to
the impact of COVID-19 have eased, enabling us to expand sales of existing products
primarily in North America, Europe and China and resulting in favorable sales in various
regions, and the positive impact of foreign exchange fluctuations.
In the nail care business, although sales in Taiwan decreased due to the rapid spread
infections, online sales were favorable thanks to proactive promotional activities using
social media in the US, resulting in sales increase over the corresponding period of the
previous consolidated fiscal year. As a result, sales increased by 1.8%.

Operating income increased by 39.8% thanks to a growth in sales and to a rise in gross
profit due to the increase in the overseas sales ratio with a focus on own brand despite an
increase in selling, general, and administrative expenses owing to the gradual relaxation
of restrictions on sales activities.
The impact of the stock issuance expenses and other posted in the previous fiscal year
was no longer a factor this fiscal year and non-operating expenses decreased. As a
result, ordinary income increased by 45.0%.
Profit attributable to owners of parent, after deducting tax expenses, was 2,546 million
yen, an increase of 52.1%
As a result of these factors, net sales, operating income, ordinary income and profit all
reached record highs.

Slide No. 8 shows major items of profit and loss in comparison to the previous period
and forecasts. In this slide, we explain the comparison to the revised forecasts released
on October.26th, last year.
Net sales increased by 427 million yen, or 1.5%, compared with the forecast.
In the domestic business, although sales decreased by 106 million yen or 7.7% in the
nail business, sales in the dental business increased by 158 million yen, or 1.3%, so that
overall sales were up 53 million yen, or 0.4%
Looking overseas, in our dental business and nail care business, overall sales increased
373 million yen, or 2.6% due to the positive impact of foreign exchange fluctuations.
In terms of income, operating income was 205 million yen, or 6.8%, above the forecasts
because SG&A expenses decreased, primarily because face-to-face sales activities
continued to be restricted during the pandemic.
Also, ordinary income was 459 million yen, or 14.4% and net income was 319 million
yen, or 14.3%, above each forecast.

Slide No. 9 shows net sales by product category in comparison to the previous period.
Overall, sales increased 3,457 million yen, of which sales in the dental business
increased by 3,541 million yen, sales in the nail business decreased by 100 million yen,
and sales of other business increased by 16 million yen.
In the domestic dental business, sales of equipment and others fell due to changes to
the treatment of overseas goods purchased, but new products launched in the market
since the previous fiscal year contributed to sales. As a result, sales effectively increased
compared with the corresponding period of the previous fiscal year, but due to changes in
the accounting standards, sales decreased by 61 million yen, or 0.5%.
In the overseas dental business, efforts to establish a sales network and reinforce the
supply system, which the Company has been working so far, bore results in overseas
regions, and in addition to success in taking advantage of the recovery in demand since
the pandemic, exchange rates had a positive effect. As a result, the business was able to
record 3,602 million yen, or 35.8%.

Slide Nos. 10 and 11 show the effect of the spread of COVID-19 on net sales by
comparing quarterly net sales in Japan and overseas geographical segments and net
sales in the pre-COVID fiscal year ended March 2020.
Net sales were adversely affected most significantly in the first quarter of the previous
fiscal year and started to recover gradually from the second quarter. Quarterly trends vary
from region to region. In the first quarter of the fiscal year under review, there were moves
overseas to optimize distributors' inventories, which had been at a low level.
Consequently, net sales are trending higher in each region, compared with the fiscal
year ended March 2020, before the outbreak of the COVID-19 pandemic. We estimate
that demand is returning to the pre-COVID-19 level.
Domestic net sales were less susceptible to the COVID-19 pandemic, in comparison
with overseas net sales. However, they were significantly affected by factors other than
the pandemic, including the discontinuation of the sale of ultrasonic treatment instruments
and a change in accounting standards. The comparison with quarterly sales in the fiscal
year ended March 2020 was affected by the consumption tax hike in October 2019.
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Slide No. 13 shows that the status of overseas net sales by region in comparison with
the previous period.
The overseas ratio in our dental business increased significantly from the corresponding
period of the previous fiscal year and was 52.8%.
Also, in each region, sales increased due to the recovery in demand from the COVID-19
pandemic.
In North America and South and Central America, sales were up 930 million yen, or
37.2% due to the strong performances of all product lines, particularly chemical products
and abrasive products and to the positive impact of exchange rates.
Also, in Europe, sales increased by 1,218 million yen, or 28.8% owning to the strong
performances of all product lines, particularly chemical products, artificial teeth and
cements, and to the positive impact of exchange rates.
By region, in Asia and Oceania, all product lines, and particularly chemical products,
artificial teeth and cements were strong performers and the foreign exchange effect was
positive, resulted in a sales increase of 1,469 million yen, or 34.9%.
In other Asian markets, in China, sales were up 872 million yen, or 36.3% and in other
Asian markets, sales increased by 596 million yen, or 33.1%.

Slide No. 14 shows that net sales and operating income by segment in comparison with
the previous period and the forecasts.
Net sales are as described before ,and operating income increased by 916 million yen
year on year due to the sales increase in the dental business and a rise of gross profit
accompanying increase of overseas sales ratio.

Slide No. 15 shows the contributors to change in operating income in comparison with
the previous period.
Operating income increased significantly by 916 million yen or 39.8%.
Restrictions on sales activities that were imposed during the pandemic have gradually
been eased, so activity expenses (which are included in SG&A expenses) increased, but
sales rose, the utilization rate improved, and overseas sales, which have a higher
profitability rate, accounted for a higher percentage of overall sales. As a result, the sales
cost ratio fell, and was the main factor behind higher income.
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Slide No. 17 and 18 shows the business forecast for the fiscal year ending March 2023
compared with the previous period.
Sales are expected to increase 4.2 % year on year to 29,314 million yen. Broken down,
domestic net sales will be 14,182 million yen, an increase of 4.5%, and overseas net
sales will be 15,132 million yen, an increase of 3.9%.
In the domestic dental business, we plan to pursue targeted sales activities for
CAD/CAM-related products and chemical products, which are expected to attract stronger
demand and in key areas, while also using the knowledge we have acquired over the past
year of the pandemic to advance marketing activities online.
In the domestic nail care business, we will change the website to promote online sales.
We will also enhance the brand power of our products and deepen their market
penetration by renovating our shop in Harajuku to make it an experience facility and by
strengthening collaboration with well-known manicurists.
In the overseas dental business, there is concern over the effects of restrictions on the
supply of certain raw materials. Nevertheless, we will promote sales activities, including
online sales, in each region and we anticipate an increase in sales primarily in North
America and China.
In the overseas nail care business, we expect steady sales in Taiwan, where demand is
expected to recover from a decline amid the COVID-19 pandemic, and in the United
States, where promotions using the social media have been successful,.

In terms of income, although we expect higher sales and an rise of gross profit,
operating income will be 484 million yen, a decrease of 15.1% due to an increase in
selling, general and administrative expenses.
SG&A expenses will increase due to a rise in expenses for sales as restrictions on sales
activities amid the pandemic are gradually eased, an increase in expenses related to the
tightening of pharmaceutical regulations, expenses for projects to mark our 100th
anniversary, and active investments in growth, including personnel expenses and
research and development expenses.
Also, we expect ordinary income to be 808 million yen, a decrease of 22.1% and net
income to be 570 million yen, a decrease of 22.4%.

Slide No. 20 shows sales by product category compared with the fiscal year ended
March 2022.
Overall, we forecast sales to increase by 1,176 million yen. Of this, in the dental
business, we expect to increase by 854 million yen, in our nail business by 311 million
yen, and by 11 million yen in other businesses.
In the dental business, both in Japan and overseas, we will further expand the sales in
chemical products and artificial teeth, such as CAD/CAM-related materials and the new
main product “BeautiBond Xtreem” launched in the previous fiscal year.
In the nail care business, it is the same what we described before.

Slide No. 24 shows contributors to the change in operating income compared with the
fiscal year ended March 2022.
We expect the operating income to decrease by 484 million yen, or 15.1%. This is
mainly because SG&A expenses will increase due to a rise in expenses for sales as
restrictions on sales activities amid the pandemic are gradually eased, an increase in
expenses related to the tightening of pharmaceutical regulations such as the Medical
Device Regulation (MDR), expenses for projects to mark our 100th anniversary, and
active investments in growth, including personnel expenses and research and
development expenses.

Slide No.25 shows the effect of exchange rate fluctuations of each major currency for
the forecasts of fiscal year ending March 2023.
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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.
Going forward, the world’s top companies will grow even larger with growth of the
overall industry, and the scale of sales required to remain in the top 10 may increase.
First of all, we will achieve “Group net sales: 50 billion yen & Group operating income:
7.5 billion yen” and increase our contribution and presence to dentistry around the
world.
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Slide No.29 shows the numerical targets for “The Fourth Mid-Term Management Plan
covering from the fiscal year ending March 31, 2022 to the fiscal year ending March 31,
2024”, which started at the previous fiscal year.
This Mid-term Management Plan incorporates the effects of the spread of the COVID-19
infection to a certain extent, and in the first year of the fiscal year ended March 31, 2022,
in the dental industry to which we belong, there are movements to optimize the
distribution inventory in addition to the recovery of demand in each region of the world.
Even amid the COVID-19 pandemic, the Company sought to recommend and provide
its products to dental care professionals in Japan and overseas as in normal times,
seeking to fulfill its responsibility to supply medical devices as a medical equipment
manufacturer.
We believe that firm demand in the dentistry market and the efforts we have been
making will result not in temporary but in lasting results. Then, we revised up the
numerical targets “Group net sales: 31.5 billion yen, Group operating income: 3.79 billion
yen, Group operating income rate: 12.0% and ROE: 8.0%” for the fiscal year ending
March 31, 2024, which is the final year of the Forth Mid-Term management plan.

Slide No. 30 shows priority issues of the Fourth Mid-term Management Plan.
Before describing, we are implementing priority issues such as R＆D, Production and
Sales at a faster pace to achieve these numerical targets Also, in order to accelerate
growth, we will aggressively develop external affiliations, including business
collaborations with Mitsui Chemicals and Sun Medical, pursue M&As and strengthen our
Group governance system in order to accelerate growth.
I will now explain the specific efforts that we will make with respect to each issue.

Slide No. 31 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.
Also, 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. 32 shows trends for the sales ratio of new products, which are an indicator of
the performance evaluation of research and development.
Shofu defines new products as products launched within the past three years and our
aim is for the sales ratio of new products to be 20% or higher of total sales.
We attach importance to the expansion of new product sales as an indicator of the
company’s collective strength.
In the previous fiscal year, “BeautiBond Xtreme,” a dentine bonding product for dental
use and “SHOFU BLOCK HC HARD Ⅱ,” a resin material for dental cutting processing
among other products, contributed to sales. As a result, the sales ratio for new products
was 19.4%.
This fiscal year ending March 2023 is an off-season for the launch of the next largescale new products such as dental digital camera among other products, so the sales
ratio of new products is expected to decline to 14.5%.
Going forward, we will strive to increase the sales ratio of new products developed inhouse.

Slide No. 33 shows priority efforts related to production.
We will further work to enhance price competitiveness by further reducing costs in fields
in which we are competitive, such as artificial teeth and abrasives.
In addition, we will realign our production facilities by utilizing existing domestic
subsidiaries more effectively and establishing new factories overseas with a view to (1)
eliminating production capacity constraints at the head office factory, (2) selecting
production items based on required production technology and profitability, (3) avoiding the
effects of currency fluctuations, (4) reducing shipping costs for hazardous and heavy
goods, (5) providing better delivery service to customers, and (6) avoiding high tariffs.
A new production site in Vietnam, which we established two years ago, started
operations in last November, although there was a slightly delay from the original planned
timeline due to the effect of the COVID-19. First, we plan to start this Vietnamese
production site as a production factory for abrasives mainly for overseas markets, and in
the future, we intend to further expand its product line and grow it as one of the Group’s
main production sites.
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Slide No. 35 shows trends for gross profit margin rates.
In the fiscal year ended in March 2022, the percentage of foreign sales with a focus on
in-house product with a high profit rate expanded and the utilization rate improved due to
a higher sales volume. Thus, the previous fiscal year’s gross profit rate had improved
significantly compared to the fiscal year ending March 2021.
In the fiscal year ending in March 2023, we expect the gross profit rate to be 58.8% and
to increase by 1.3% compared to the previous fiscal year.
We will work to continuing its elevation with an expansion in the scale of foreign
business, with a focus on Shofu products with a high profit rate, the resulting volume
effect, and lower costs due to progress with manufacturing reallocation.

Slide No. 36 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, we 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.
In the last April 2021, we established a representative office in Dubai, UAE, with the aim of
developing the Middle East and African markets.
Going forward, we will gradually develop and enhance our sales network in key countries and
regions.
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Slide No. 38 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 since the fiscal year
ended March, 2018.
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.

Slides No. 39 shows fluctuations in sales by overseas region.
Sales are strong due to efforts to reinforce sales activities in each region.

Slide No. 40 shows our basic policy and priority efforts related to the nail care business.
We have built an integrated system for working on everything from product development to
manufacturing and sales, which is utilizing dental material technology, and we are striving to
stabilize our management base and streamline operations.
We are developing products for general consumers, have established a joint venture in
Taiwan and launched a collaboration with a noted manicurist. In addition to this, we are
planning to expand sales using online.
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Slide No. 41 shows strengthening of capital and business tie-up with Mitsui Chemicals
and Sun medical.
In May 2020, we concluded a capital and business tie-up agreement with Mitsui
Chemicals, Inc. and Sun Medical Co., Ltd, which is a subsidiary of Mitsui Chemicals and
a manufacture of dental material.
Shofu became an equity-method affiliate of Mitsui Chemicals, Inc. and Sun Medical Co.,
Ltd became an equity-method affiliate of Shofu and we established stronger relationships
then ever before.
The three companies are strengthening their business and capital alliance and have
formed project teams to facilitate product development, “share and complement each
other's production functions”, “use domestic and overseas sales networks”, and “expand
their product lineups”, taking advantage of their individual strengths. The project teams
are selecting themes and have started to generate results.

Slide No. 42 shows the principle targets “Fiscal year ending March 2022 to March 2024,
Forth Mid-term Management Plan”
The forecasts in the fiscal year ending March 2023, which is the second year of the Midterm Management plan we revised up, are increasing in investments in future growth as
we mentioned at the slide No.17. Thus, we expect forecasts to decrease in profit
compared with the fiscal year ended March 2022 results, but a record high profit in the
fiscal year ending March 2024, which is the final year of the Forth Mid-term Management
Plan.

Slides No. 44 shows the mid-term management plan of capital investments,
depreciation expenses and R&D expenses.
In the fiscal year ending in March 2023, we expect capital investment to increase
significantly due to the reconstruction of the headquarters office building, marking the
one-hundredth anniversary of Shofu’s founding. This will cost a total of 1.6 billion yen and
is due to be completed at the end of March 2023.

Slides No. 45 shows the dividend policy.
As for our dividend policy, we targeted a payout ratio of 30% or more on a consolidated
basis. Moreover, we added dividends on equity (DOE) as a numerical standard with the
aim of implementing returns that take into account capital efficiency at the previous fiscal
year. During the period of the Fourth Mid-term Management plan, dividends on equity
(DOE) of 1.7% will be our tentative target.
We will aim to improve our DOE by enhancing both profitability and capital efficiency.

Slide No. 46 shows trend of annual dividend per share and trend index related dividend.
At the previous fiscal year ended March 2022, the total annual dividend was originally
32 yen per share, but, in addition to the steady performance, we revised it as 39 yen per
share, consisting of midterm dividend of 13 yen per share and year-end dividend of 26
yen per share, based on the basic policy of maintaining stable dividends.
In the current fiscal year, we expect a decrease of profit compared to the previous fiscal
year, but with an emphasis on maintaining stable dividends, we plan the total annual
dividend will be 39 yen per share, which is the same amount as the previous fiscal year.
As for the both of previous and current fiscal year, this annual dividend per share is
including 2 yen in commemoration of our 100 year anniversary.
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