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Assumptions made: in br. matarials @

= Sales by product category
- Beginning in the fiscal year ending in March 2022, of the CAD/CAM-related products, the
category for materials and products will be changed from “equipmentand other” to “artificial
teeth” and “chemical products.”
< As a result, we have retroactively changed these categories forthe fiscal years endedin March
2021.

E Changes to accounting standards
< The Accounting Standard for Revenue Recognition (ASBJ Statement No. 29) has been applied

to the fiscal year ending in March 2022, which resulted in 89 million yen lessin salesand 75
million yen lessin operating income being posted in the first half ofthe fiscal year ending in
March 2022, comparedto the figures when the previous standards are used. Similarly, when
the new accounting standard is applied to the forecasts, sales are 178 million yen less and
operating income 151 million yen less compared to the figures when the previous standards
are used. The impact on ordinary income and net income was minimal.

= Notations

~ “Net Income” figures are figures for “Net income attributable to owners of parent” after the
application of the Accounting Standard for Business Combinations.

SHOFU INC. 3
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S u m m a ry Of B u s i n e S s Pe rfo rm a n ce Summary of 2nd Quarter Consolidated Business
Performance for Fiscal Year Ending March 3
3 Parivy) ﬁ

| JPositive factors | | Negative fact

(Comparison with Previg

< Net Sales totaled 13,867 million yen (an increase of 23.6%)
[ Record high]

P/L

Domestic netsales totaled 6,631 millionyen (a decrease of 1.2%)

I In the dental business, although sales of new products launched in the market since
the previous fiscal year contributed to sales and led to an increase, changes in the
accounting standards meant that sales posted were lower than when the previous
standards are used, and thus sales were down 0.2%.

[ | Inthe domestic nail business, due to the impact of restrictions on activities with the
reemergence ofinfections 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, resulting in a decrease in
sales by 10.2%.

Overseas netsales totaled 7,235 millionyen (an increase of 60.5%)

| | In the overseas sales in the dental business, the impact of COVID-19have eased,
enabling us to expand sales of existing products primarily in North America, Europe and
China and resulting in favorable salesin various regions. Moreover, due to the positive
impact of foreign exchange fluctuations, sales in the overseas dental business increased
by 66.9%.

1 In the overseas nail business, although online sales were favorable thanks to proactive
promotional activities using social media in the US, sales in Taiwan decreaseddue to the
rapid spread of infections, resulting in the overall sales decrease by 1.1%.
SHOFU INC. 5

Consolidated business performance for the second quarter of the fiscal year ending
March 31. 2022 saw sales and profits increase compared to both the previous period
and the forecast. Also, net sales, operating income, ordinary income and profit all
reached record highs for a six months period. Slide No. 5 shows the contributing
factors for the increases over the previous period.

Net sales was 13,867 million yen, an increase of 23.6%. Domestic net sales
decreased by 1.2%, to 6,631 million yen and overseas net sales increased by 60.5%,
to 7,235 million yen.

In our domestic dental business, a dentine bonding product for dental use launched
during the period under review and a product of CAD/CAM related new material
launched during previous fiscal year, among other products contributed to sales,
making for 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 80 million yen less in sales posted than
when the previous standards are used, and thus sales were down 0.2%.

Domestic sales in our nail care business decreased by 10.2%, 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 66.9% 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 overseas nail care business, although online sales were favorable thanks to
proactive promotional activities using social media in the US, sales in Taiwan
decreased due to the rapid spread of infections, resulting in the overall sales
decreased by 1.1%.




Summary of Business Performance S _ _
< : ] Performance for Fiscal Year Ending March 31, 2
(Comparison with Previg Fariud) #
I | Positive factors | | Negative fact

ary of 2nd Quarter Consolidated Business

P/L

2 Operating income totaled 2,000 million yen [Record high]

I 1 Operating income rose 120.9% thanks to a growth in sales despite an increase in selling,
general, and administrative expenses owing to the gradual relaxation of restrictions on
sales activities.

2 Ordinary income totaled 2,130 million yen [Record high]

and Net income totaled 1,506 million yen [Record high]

I 1 Ordinary income increased by138.9% after increased earnings growth was
experiencedthanks to decrease in non-operating expenses.

Net incomerose 164.9%.

SHOFU INC. 6

Operating income increased by 120.9% from the corresponding period of the
previous consolidated fiscal year thanks to a growth in sales and to a rise in gross
profit due to the increase in the overseas sales ratio 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, income increased more and ordinary income increased by 138.9%.

Profit attributable to owners of parent, after deducting tax expenses, was 1,506
million yen, an increase of 164.9%,

As a result of these factors, net sales, operating income, ordinary income and profit
all reached record highs. The sales gains can be primarily attributed to success in
establishing sales networks in overseas regions, which we have worked on up until
now, as well as steady recovery in demand from the COVID-19 pandemic. However,
other factors were delays in the supply of some products by other companies in the
same industry as well as one-off demand occurring due to a stockpiling of distribution
inventory and other factors, which had been low, during the pandemic. On the income
side, restrictions on sales activities have gradually eased compared to the previous
fiscal year, but major exhibitions have been canceled and postponed, and we are
concerned about ongoing restrictions on advance investments to expand business,
such as introductory sessions for Shofu products to customers and dental
professionals.




Summary of 2nd Quarter P asacn orrc e

Business Performance

= Sales and profits increased compared to the previous period /

. . its: milli f yen,
< Sales and profits and net income increased compared to the forecast. PR Aot

%

Fiscal March 2021 |Fiscal March 2022 | Ascal March 2022| Change from Change from
(2G Results) (2@ Forecast) (2G Results) Previous Period Forecast
(% of sales) (7 of sales) (% of sales) (% change) (% change)

Soles 11,217 13,599 13,847 2,650 267
(100.0) (100.0) (100.0) (23.4) (2.0)
. 46,710 6,726 6,631 -78 -94
a— (59.8) (49.5) (47.8) (-12) (-1.4)
4,507 6,873 7,235 2,728 361

(Overseas sales) (40.2) (50.5) (52.2) (40.5) (5.3)
—_— 905 1,462 2,000 1,095 538
Operating income (8.1) (1038) (14.4) (120.9) (36.8)
= < 891 1,544 2,130 1,238 585
rsinary Kncwme (7.9) (11.4) (15.4) (138.9) (37.9)
. 548 1,008 1,506 938 498
Helmcoms (5.1) (74) (10.9) (164.9) (49.4)
Netincome per share 33.44yen 54.78yen 84.79yen 51.35yen 28.01yen
Return on equity 2.2% — 4.9% 2.7P —

Foreign exchange rates

US dollar 106.468 110.25 110.18 3.50 -0.07
Euro 121.36 131.69 130.97 9.61 -0.72
Pound sterling 135.04 153.20 152.49 17.45 -0.71
Renminbi 15.37 16.63 16.63 1.26 0.00

*As for the 2Q forecast for the fiscal year ending March 2022, it is the forecast announced on July 28, 2021.
* Based on the results of the first half ended on September 30, 2021, diluted earnings per shares for fiscal
March 2022 results is 84.52 yen.

SHOFU INC. 7

Slide No. 7 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 revised forecasts
released on July.28™, this year.

Net sales increased by 267 million yen, or 2.0%, compared to the forecast.

In the domestic business, we had expected results to be in line with the initial
forecasts, released on May 14, 2021, but sales decreased by 66 million yen or 1.1% in
the dental business and decreased by 24 million yen, or 3.7% in the nail business, so
that overall sales were down 94 million yen, or 1.4%.

In the overseas business, demand recovered from the pandemic more than initially
expected, so the Company was able to achieve earnings in all regions that exceeded
the forecasts that had been revised upward on July 28. As a result, overall sales
increased by 361 million yen, or 5.3%.

In terms of income, operating income was 538 million yen, or 36.8%, above the
forecasts because SG&A expenses decreased, primarily because sales activities
continued to be restricted during the pandemic.

Also, ordinary income was 585 million yen, or 37.9% and net income was 498 million
yen, or 49.4%, above each forecast.



Sales by Product Categ Ol'y Summaryof 2nd Quarter Consolidated Business

. . Performance for Fiscal Year Ending March 31,
Comparison with Preyl ouSy=erit)
Unit: millions of yen
Figuresin parentheses represent percentage changes; unit: %
Fiscal March Fiscal March Cange from previous period
2021 2022
(2Q Results) (2Q Results) Domestic | Overseas
Artificial teeth 1,910 2,531 621 (325) 20 600
Abrasives 1,653 2,300 647 (39.2) 57 590
Metal products 108 110 2 (24 3 -1
Chemical products 2,563 3,786 1,222 (47.7) 78| 1,144
Cements and others 886 1,193 306 (34.4) 10 294
Equipment and others 2,919 2,841 -78 (-2.7) -181 102
Dental business total 10,042 12,764 2,722 (27.) -11| 2,733
Nail care business 1,136 1,058 -77 (-6.9) -73 -4
Other 38 44 5 (153) 5 0
Total 11,217 13,867 2,650 (23.) -78| 2,728
*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 +440 million yen.
SHOFU INC. (Dental business +415 million yen, Nail care business +24 million yen) 8

Slide No. 8 shows net sales by product category in comparison to the previous
period.

Overall, sales increased 2,650 million yen, of which sales in the dental business
increased by 2,722 million yen, sales in the nail business decreased by 77 million yen,
and sales of other business increased by 5 million yen.

In the domestic dental business, sales of equipment and other fell due to changes to
the treatment of overseas goods purchased, but new products such as dentine
bonding for dental use and CAD/CAM-related materials that were launched in the
market since the previous fiscal year contributed to sales. As a result, sales essentially
increased over the previous fiscal year, but due to changes in the accounting
standards, sales were 80 million yen lower compared to the previous standards, which
resulted in a modest 11 million yen, or 0.2%, decline in sales.

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 major growth of 2,733 million yen, or 66.9%.



ary of 2nd Quarter Consolidated Business

Sa I es by -Se g m e- nt normanceforFiscalYoar Ending March 31, 2022
(Comparison with Forecasty) @

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

Fiscal March | Fiscal March Cange from Forecast
2022 2022
(2Q Forecast) | (2Q Results) Domestic | Overseas
Dental business total 12,412 12,764 352 (28) -66 418
Nail care business 1,139 1,058 -81 (-7.1) -24 -56
Other 47 44 -3 (-6.8) -3 0
Total 13,599 13,867 267 (2.0) -94 361

% As for the 2Q forecast for the fiscal year ending March 2022, it is the forecast announced on July 28, 2021.

% 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 +440
million yen. (Dental business +415 million yen, Nail care business +24 million yen)

SHOFU INC. 9

Slide No. 9 shows net sales and operating income by segment in comparison to the
forecasts.

Overall, sales rose 267 million yen, of which sales in the dental business increased
by 352 million yen, sales in the nail care business decreased by 81 million yen, and
sales in the other business decreased by 3 million yen.




Domestic Sales

Dental business—year on year
yen(-0.2%)
l . | New chemical products launched since the previous fiscal year

decrease of 11 million

contributed to sales, and although sales actually increased as a

result, sales ended up falling due to the impact of changes in
accounting standards.

yen (-10.2%)
| ] Due to the impact of restrictions on activities with the

actors | | Negative factors .
Unit: Millions of yen; figures in parentheses

represent the percen

1 aryof 2nd Quarter Consolidated Business
Performance for Fiscal Year Ending March 31, 20:

of the total

4,710 4,631

38 (0.6)

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, resulting in a decrease in sales.
= Otherbusiness—yearonyearincrease of 5 million
yen(+15.3%)
= Principal new products launched duringrecentfiscal
year (dental business)
m Dentine bonding product for dental use
SHOFU BeautiBond Xtreme (Chemical products)
= Resin material for dental cutting processing
SHOFU BLOCK HC HARD 1II (Chemical Products)

SHOFU BLOCK HC HARD AN (Chemical Products)
® Dental multi-purpose ultrasonic therapy machine
MERSSAGE E-PICK (Equipment and others)

SHOFU INC.

(88.7)

(0.7)

Nail care business—yearonyear decrease of 73 million — = 44
.1- (10.7) . ' (9.7)

(89.6)

5,953 5,942

Fiscal March 2021 Fiscal March 2022
2Qresulis 2Qresults

Dental w Nail care

nOther 10

10



ary of 2nd Quarter Consolidated Business

OV erseas S | Ie S i uos e Fsom Year Ending March 31, 2022
Unit: Millions of yen; figures in parenthe: 0|
sitive factors | | Negative factors represent the percentage of the to
= North Americaand Latin America: 7,235
Year on year increase of 767 million yen(+75.7%) 4,795
I I «All products line, particularly chemical products and abrasives products
contributed to sales,
-Local currency basis: Year-on-year increase 709 million yen(+70.0%) 2 430
= Europe: as507 (364) 2467
Year on year increase of 1,039 million yen (+58.3%) l (36.3) A
. Asia and
| l -All products line, particularly chemical products and artificial teeth X
contributed to sales, Oceania
-Local currency basis: Year-on-year increase 820 million yen(+46.0%)
= Asiaand Oceania: 1,709
Year on year increase of 921 million yen (+53.9%) (37.9) 2,824 2,604
l | -In China, sales of all product lines were strong, (39.0) (38.3)
primarily for chemical products and artificial teeth. Europe
I l - In other Asian markets, sales of all products were strong, 1,78
primarily for chemical products. (396
-Local currency basis: Year-on-year increase 758 million North and
yen(+44.4%) 1013 1,781 1,723 Latin
(China):Year on year increase 690 million yen (+77.5%) ¢ (246) (25.4) | America
(Elsewhere in Asia) Year on year increase 231 million yen (+28.3%) il
o Fiscal Year Fiscal Year Fiscal Year*
= (Dental business)Overseas sales ratio of 53.4%: 2021 2022 2022
40.7% for the same quarter of the previous fiscal year; 51.9% after 2Q results 2Q Results 2Q Results
adjustment for fluctuations of foreign currency exchange rates) after
adjustment
* The results of the quarter under review after adjustment for fluctuations of foreign currency for foreign
exchange rates have been calculated based on the same exchange rates used for the results of curenc
SHOFU INIC. the fiscal year ended March 2021. iranslatig'n 11

Slide No. 11 shows that the status of overseas net sales by region in comparison to
the previous period.

In each region, sales increased significantly due to the recovery in demand from the
COVID-19 pandemic.

In North America and South and Central America, sales were up 767 million yen, or
75.7% due to the strong performances of all product lines, particularly chemical
products and abrasive products and to the positive impact of exchange rates.

In Europe, sales were up 1,039 million yen, or 58.3% due to the strong performances
of all product lines, particularly chemical products and artificial teeth and to the positive
impact of exchange rates.

In Asia and Oceania, sales overall were up 921 million yen, or 53.9%.

By region, in China, all product lines, and particularly chemical products and artificial
teeth were strong performers and the foreign exchange effect was positive, resulted in
a sales increase of 690 million yen, or 77.5%.

In other Asian markets, almost all product lines were strong, particularly chemical
products and the foreign exchange effect was positive. Thus, sales were up 231
million yen, or 28.3%.

11



or Znd Quarter Consolidated Busines

Performance by Segment

Peﬂora

nce for Fiscal Year Ending March 31, 202
(Sales and Operating Incore) @
Unit: millions of yen. Figures in parentheses represent
percentage of sales and percentage changes (unit: %)
Fiscal March | Fiscal March | Fiscal March
2021 2022 2022 Changefrom | Change from
(2Q Resulls) | (2QForecasf)| (2Q Resulls) |previousPeriod |  Forecast
Amount Amount Amount
(%% of sales) (7 of sales) (%% of sales)
Dental Net Sales 10,042 12,412 12,764 2,722 352
Operdling expenses 9,249 — 10,836 1,586 —
Operdfing income 793 =3 1,928 1,135 —
(operating income margin) (7.9) (15.1)
Nail care Net Sales 1,136 1,139 1,058 -77 -81
Operdting expenses 1,028 - 9291 -37 -
Operdfing income 108 — 67 -40 —
(operating income margin) (9.5) (64)
Other Net Sales 40 47 47 é 0
Operdfing expenses 39 = 45 [ =
Operdting income 1 — 1 0 =
(operating income margin) (38) (4.1)
Total before Net Sale 11.219 13.599 13.870 2,651 270
consolidation .Operdting expenses 10,316 — 11,872 1,555 —
. Operdting income 902 — 1,997 1,095 =
adjustment (operaiing income margin) (8.0) (144)
Consolidated Net Sales 11,217 13,599 13,867 2,650 267
Operating expenses 10,311 12,137 11,866 1,555 -270
Operdting income 905 1,462 2,000 1,095 538
(operating income margin) (8.1) (10.8) (144)
* As for the 2Q forecast for the fiscal year ending March 2022, it is the forecast value announced on July 28, 2021.
SHOFU INC. 12

Slide No. 12 shows that net sales and operating income by segment in comparison
to the previous period and the forecasts.

Net sales are as described before. Operating income increased by 1,095 million yen
year on year due to the sales increase in the dental business.

12



Contributors to Change
in Operating Income

Total SGA:-567million yen

Summaryof 2nd Quarter Consolidated Business

Performance for Fiscal Year Ending March 3@

Unit: millions of yen

3,000

(2)Decrease in

sales cost ratio '
2,500 (1)Increase in sales

(quantitative basis) 272 I 194.
A 1 (3)Increase in
Personnel costs

1,500 - 1,201 (SGA)

(6)Decrease in
Depreciation
(SGA)

=77 e o

(4)Increase in

Advertising

expenditures
(- <. I, O I Y A

R&D expenses

f 230]

(7)Ingfease in

\ (8)Effects of

foreign Currency

fluctuation |ncrease of
1,095million yen
188

(SGA) OfMer expenses

24); Flel subsidiaries: + 9 1million yen i, 2Q, Fisal
March 2021 *Individual imports and exports:+152 million yen March 2022
Operating +Adjustments: -55 millionyen 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. 13

Slide No. 13 shows the contributors to change in operating income in comparison to
the previous period.

Operating income increased significantly by 1,095 million yen or 120.9%.

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 significantly, 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.

13



Financial Condition: B S manyof 254 Cuarior Conaolidaind Business

Performance for Fiscal Year Ending March 3

lUlgjur Balause Siget Acsuunts Unit: millions of yen @

Fiscal March 2Q Fiscal

2021 March 2022 Change Ma jor contributors fo changes, special notes

Cash and deposits 6,943 7,349 406

Notfes and bills receivable,
frade accounts receivable 3,205 3,212 6

Inventory 7,078 7,470 392

Securities, inve sime nt sec urities 9,977 9,882 -94

Increase in merchandises and finished goods,
raw materials

Increase in properly, pland and equipment,
Others 10,608 10,876 2 68 |infangible assets. Increase advance
payments and pre paid expenses

Assets 37,813 38,792 978

Long-ferm and short-ferm borrowings 1,874 1,613 -261 'D,:;;ebc:e in long-term and short-lerm Loans
Reserve for refirement benefits and

dire ctors' refire ment benefits 252 256 3
Decrease in accounts payable and long term
Others 5,488 5,373 -115 |deferred fax liabilifies. Increase in accrued
income fax.

Liabilities 7,614 7,242 -372

SHOFU INC. 14

Slide No. 14 shows major balance sheet accounts in comparison to the end of the
previous fiscal year.

Total assets increased by 978 million yen to 38,792 million yen. The primary factors
were increases in cash and deposits, merchandises and finished goods.

Total liabilities decreased by 372 million yen to 7,242 million yen and the primary
factors were decrease loans payable.

Total net assets increased by 1,351 million yen to 31,549 million yen. The primary
factors were increases in retained earnings.

As a result of the above, the capital-to-assets ratio rose to 80.9%, an increase of 1.5
points from the end of the previous consolidated fiscal year.

As for other major factors of change, we described in the slide.

14



Capital Investments,
Depreciation Expense

Summaryof 2nd Quarter Consolidated Business
Performance for Fiscal Year Ending March

ZLu2323, ats,

2

Unit: millions of yen

Fiscal Fiscal Fiscal Change from| Change
March 2021 | March 2022 | March 2022 | Pprevious from
(2Q Results) | (2Q Forecast) | (2Q Results) Period Forecast
Capital investment 506 1,079 563 57 -516
Depreciation expenses 429 457 421 -8 -36
(of which amortization of 0 0 0 0 0
goodwill)
R&D expenses 722 724 785 63 61
Foreign exchange rates
US dollar 106.468 110.25 110.18 3.50 -0.07
Euro 121.36 131.49 130.97 9.61 -0.72
Pound sterling 135.04 153.20 152.49 17.45 -0.71
Renminbi 15.37 16.63 16.63 1.26 0.00

* 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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Overview of the Eull year forecast g e ——rv

= - Fiscal Year Ending March 31, 2022
<Comparison to the preyipuSIPEI U b= ’ #
I 1 Positive factors || Negative facto

SNet sales will total 27,710 million yen (an increase of 12.3%) [Record high]

X The forecastfor net sales is basedon the premise thatthe impact of COVID-19 will not
worsenmore than currentlevels in either Japan or overseas and that conditions will
gradually recover.

Domestic net sales will total 13,519 million yen (a decrease of 1.6%)

In the dental business, we will pursue targeted sales activities focused on CAD/CAM products,
which are expectedto attract demand, and key areas. Also, we put efforts into activities
providing information to dental and medical professionals, and devise a new marketing style
with online seminars and other events. Despite these efforts, we expectsales to fall 1.8% (-
219 million yen).

[ 1 Inthe nail business, we expectsalesto fall 0.7%(-9 million yen)despite the promotion of
flagship productlines of gel nail.

Overseas net sales will total 14,191 million yen (an increase of 29.6%)

[ | Inthe dental business, temporary demand attributable to an increase in distribution inventory
and other factors wound down, but the level of business activity, which fell due to the impact of
COVID-19, recoveredtogetherwith an expansion of sales activities online, and sales
increased in all regions. As a result, sales rose 33.1% (up 3,332 million yen).

| | In the overseas nail care business, although sales are expectedto remain solid in North
America, we expectsalesto decline in Taiwan due to the rapid spread of infections. As a
result, we expect salesto decrease by 4.3%(-96 million yen).

SHOFU INC. 17

P/L

Slide No. 17 and 18 shows the business forecast for the fiscal year ending March 2022,
which was revised and announced on October.26t™ this year, compared to the previous
period.

These forecasts assume that the impact of COVID-19 will not worsen beyond current
levels, and that conditions will gradually recover.

Initially, sales forecasts for the fiscal year ending in March 2022 aim for a return to the
levels in the fiscal year ended in March 2020, prior to the pandemic. Based on overseas
trends, where demand is recovering more than we expected, sales are expected to
increase 12.3 % year on year to 27,710 million yen.

Broken down, domestic net sales will be 13,519 million yen, a decrease of 1.6%, and
overseas net sales will be 14,191 million yen, an increase of 29.6%.

In the domestic dental business, we plan to pursue targeted sales activities for
CAD/CAM-related 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 continue to expand sales of gel nail products
such as “ageha” and ” L -E-D Gel Presto”, gel nail brand and “by Nail Labo”, gel nail brand
for general consumers.

In the overseas dental business, we will expand sales activities online due to the
recovery in demand from the COVID-19 pandemic and also implement more proactive
activities in all regions to expand sales.

In the overseas nail care business, although sales are expected to remain solid in North
America, we expect sales to decline in Taiwan due to the rapid spread of infections.



Ove rVi ew Of the Fu" year forecaSt < Forecastof Consolidated Business Performance for

- Fiscal Year Ending March 31, 2022
<Comparison to the PreyioTERIe 00 b %
Il Positive factors || Negative factor

P/L

2 Operating income will total 3,011 million yen. [ Record high])

I 1 Operating income will increase by 30.9% thanks to a growth in sales despite
an increase in selling, general, and administrative expenses owing to the
gradual relaxation of restrictions on sales activities due to the COVID-19
infection.

< Ordinary income will total 3,199 million yen and net income will total

2,227 million yen. [ Record high]

I ] Ordinary income will increase by 26.8% and net income after deducting tax
expenses will rose 33.0%.

18

In terms of income, we expect higher sales, but we forecast an increase in selling,
general and administrative expenses due to spending on proactive sales activities owing
to the gradual relaxation of restrictions on sales activities and initial costs involved in

beginning operation of the manufacturing base in Vietham, as well as investments in future

growth such as personnel and R&D expenses. As a result, operating income will be 710
million yen, an increase of 30.9%

Also, we expect ordinary income to be 675 million yen, an increase 26.8% and net
income to be 553 million yen, an increase 33.0%.
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Comparison of Major.S

< Forecastof Consolidated Business Performance for
Fiscal Year Ending March 31, 2022 @

<> Net sales and Net income increased compared to fiscal March 2021

Unit: millions of yen, %

Fiscal March 2021

Fiscal March 2022 Forecast

Year-on-year

Resulis 2Q Resulis 3Q-4QForecast Yearly Forecast Change
(% of sales) (% of sales) (% of sales) (% of sales) (% change)

Scies 24,680 13,867 13,843 27,710 3,030

(100.0) (100.0) (100.0) (100.0) (12.3)

< 13,733 6,631 6,887 13,519 -213

(Ponnmeliz soles) (55.4) (47.8) (49.8) (48.8) (-1.8)

10,944 7,235 6,955 14,191 3,244

(Overseas sales) (44.4) (52.2) ( 50.2) (51.2) (29.4)

OberalhG BroRt 2,300 2,000 1.010 3.011 710

7 e (9.3) (14.4) (7.3) (10.9) ( 30.9)

- 2,523 2,130 1,069 3,199 675

Ordinary profit (10.2) (15.4) (7.7) (11.5) (24.8)

- 1,674 1,506 720 2,227 553

N prot (4.8) (10.9) (5.2) ( 8.0) ( 33.0)

Net profit per share ?6.29yen 84.79yen 40.4%9yen 125.26yen 28.97yen

Return on equity 6.2% 4.9% — 7.2% —
Foreign exchange rates

US doiiar 106.17 110.18 111.91 110.99 4.82

Euro 123.73 130.97 129.91 130.46 6.73

Pound sterling 138.68 152.49 150.28 151.54 12.86

Renminbi 15.44 16.63 17.17 16.89 1.45

SHOFU INC. 19

Slide No. 19 shows the primary items of profit and loss compared to the previous period.
Due to changes in accounting standards from April 1, 2021, we introduced new

standards for recognizing revenue, resulting in our forecasts for the fiscal year ending in
March 2022 being 178 million yen lower for sales and 151 million yen lower for operating

income, compared to the figures when calculating with our previous standards.
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Sales by Segment

Fiscal Year Ending March 31, 2022

< Forecastof Consolidated Business Perfulmangg for

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

Fiscal March Fiscal March 2022 Forecast Year-on-Year
2021 Resulis 2Q Results Yearly-Forecast Change
Dental business total 22,334 12,764 | 12,683 25,447 | 3,112 (13.9)
Naii care business 2,268 1,058 1,113 2,i71 -96  (-4.3)
Other 76 44 47 21 15 (19.9)
Total 24,680 13,867 | 13,843 27,710 | 3,030 (123)
» Overseas sales increased by 815 million yen due to the effect of foreign currency fluctuations
(US dollar, euro, pound sterling, renminbi, Indian Rupee, Brazilian Real and New Taiwan
dollar). (Dental business +768 million yen, Nail care business +47 million yen)
SHOFU INC. 20
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Domestic Net Sales

< Dental business
—Year on year decrease of219 million yen(-1.8%)

= We will carry out sales activities focusedon CAD/CAM
related products which are prospective demand and
will also develop information activities aimed at dental
professionals to use online.

< Nail care business
—Year on year decrease of 9 million yen(-0.7%)

= We will promote sales increase of flagship products
line of gel nail products.

< Other business
—Year-on-year increase of

15 miiiion yen{+15.8%)
% Principal new products (dental business)
= Dentine bonding material for dental
BeautiBond Xtreme (Chemical products)
= Resin material for dental cutting processing
(Chemical products)
SHOFU BLOCKHC HARD I
SHOFU BLOCKHC HARD AN
= Dental multi-purpose ultrasonic therapy machine
MERSSAGE E-PICK( Equipmentand others)

SHOFU INC.

= Forecastof Consolidated Business Performance for
Fiscal Year Ending March 31, 2022 %

Unit: Millions of ; figures in parentheses
t the of the total

13,733 13,519

76 (0.6) 91 (06)
Basdl (o) (10.1)

I S

N (88.8) [=)

N £ (893)

Fiscal March 2021 Fiscal March 2022

Results Forecast

Dental w Nail care 11 Other

21
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Overseas Net Sales

= We assume that the impact of COVID-19 will not
worsen beyond current levels, and that conditions will
recover to pre-pandemic levels in all regions, with a
29.6% increase in sales overall.

= Growth rates by region

*Figures in parentheses indicate the growth rate on local
currency basis.

North and Latin America  +346%(+287%)

Europe +278%(+207%)

China +394%(+275%)

Asia (Other) +143%(+ 94%)
+ Foreignexchangerates

= USD1=JPY110.99
+{(JPY106.17 in the previous year)
+(Effect:+168 million yen)
Euro1=JPY130.46
+(JPY123.73 in the previous year)
«(Effect:+252 million yen)
= RMB1=JPY16.89
*(JPY15.44 in the previous year)
«(Effect:+284 million yen)
< (Dental business)Overseas sales ratio:52.7%
45.1% in the previous fiscal year
51.2% after foreign currency translation adjustment

Fiscal Year Ending March 31, 2022

= Forecastof Consolidated Business Performance for

Unit: Millions of ; figures in parentheses

t the of the total
141?91
13,375
10,9246 5412 Asia and
(38.1) (%_(;3? Oceania
4,208
(38.4)
Europe

Fiscal Year Fiscal Year Fiscal Year *
2021 2022 2022

orecast Y P |

resulls forecas forecast
after

adjustment

for foreign

currency

* The fiscal March 2022 forecast after adjustment for foreign currency translation has been transiation
calculated based on the same foreign exchange rates used for the fiscal March 2021 resuits.

SHOFU INC.
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Summary of Full'year fo

Fiscal Year Ending March 31, 2022

2 Forecastof Consolidated Business F'eﬂorn\an%% for

2 Net sales trend for Japan and overseas regions compared to same period in previous year and to forecasts.

_& 20 | 3a 10-20 | 30-4Q | Full year
result | forecast | forecast result forecast | forecast
Domestic and Overseas Total 42.9%  88%  6.8% A09%  23.6% 28%  12.3%
(2.0%) (2.5%) (2.2%)
Domestic 4.3% A6.0%  0.7% A44% A12%  A19%  A16%
(companson with the previous estimation) (A1.4%) (A0.1%) (A0.8%)
Overseas 113.8% 276% 136%  2.8% 60.5% 8.0% 29.6%
(comparison with the previous estimation) (5.3%) (5.3%) (5.3%)
North and Latin America 210.0% 22.5% 7.1% 5.9% 75.7% 6.5% 34.6%
(companson with the previous estimation) (5.3%) (2.0%) (3.7%)
Europe 99.3% 28.0% 11.6%  A0.0% 58.3% 5.6% 27.8%
(companson with the previous estimation) (8.1%) (5.7%) (7.0%)
China 189.0% 31.5% 22.2% 12.3% 77.5% 16.9% 39.4%
(comparison with the previous estimation) (1.7%) (12.1%) (6.9%)
Asia and Oceania (Other) 26.5% 30.1% 16.6%  A8.6% 28.3% 2.7% 14.3%
(comparison with the previous estimation) (3.4%) (A1.0%) (1.2%)

* Forecasts are expected values announced on July 28, 2021 as revised announcement.
SHOFU INC. 23

Slide No.23 shows the net sales trend for Japan and overseas regions compared to
same period in previous year and to forecasts.

In a comparison of overseas regions to the same period in the previous fiscal year,

the growth rate in the second half is expected to decline compared to the first half, but

this is because the impact of a resurgence of COVID-19 cases remains uncertain,
distribution inventory in the first half of this fiscal year was restored to appropriate
levels after low levels in the previous fiscal year due to the impact of the pandemic,
and inventory increased due to one-off demand.
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Performance by Segment
(Sales and Operating

COTTTEY)

Fiscal Year Ending March 31, 2022

< Forecastof Consolidated Business PerfulmanE% for

Unit: millions of yen. Figures in parentheses represent

percentage of sales and percentage changes (unit: %)

Fiscal March 2021

Fiscal March 2022

(Results) (Forecast) Change from
Previous Period
(%A;_ogl;j';s) (%Am)

Dental Net Sales 22,334 25,447 3,112
Operating expenses 20,243 o _—
Operating income 2,091 == -
(operatin gincome margin ) ( 9.4)

Nail care Net Sales 2,268 2,171 -96
Operating expenses 2,067 — —
Operating income 201 — -
(operatin gincome margin ) ( 8.9)

Other Net Sales 81 91 10
Operating expenses 79 — —
Operating income 2 - -
(operatin gincome margin) (2.4)

Total before Net Sales 24,4685 27,710 3,025

consolidation ©Opsrating expenses 22,390 m— =

adjustment  Crereng neers 2294 - -

Consolidated Net Sales 24,680 27,710 3,030
Operating expenses 22,379 24,699 2,320
Operating income 2,300 3,011 710
(operatin gincome margin) (9.3) (10.9)

SHOFU INC.
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e 2 Forecastof Consolidated Business Performance for
<3 FiscalYear Ending March 31, 2022 %
SHOFU)
Ratio of sales of new products tototal sales (products ‘

2 - - it O
developedin-house or purchased) (Non-consolidated basis) ‘ Unit: %
22.5 222
o 1.1
New products: Products within 20.6
36 months of launch 1848.9
16.9
15.7,
14.Q
16.1 12.5 5.1148
14.4
10.8 2.7 12.2
10.4 101 9.9 9.9 s
8.5 - 10.6
2.6 9.9
2.5
Z 5 a0 82 7.9 8.1
* 6.9 .
5.9 e 5.8
3 5.0
* 4.2 3.8
0.7 " 2.9
104 s Ts 1.6 1.9 21 25 20 23
¢ 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 g 88
z 83 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 38 3 °83
©w [7=3 [=1 (=3 [=3 [=3 (=3 [=1 (=1 (=1 [=3 (=1 - - Py — e — —_ — — —_ ro r~ r~o
€ 8 8 2 R 8 82 8 8 %3 8 8 3 2 8 & =2 & > 3 3 2 85 2 5 R
=
——Products developed in—house ~———Goods purchased ~o—New products total =
% As for the fiscal March 2022 forecast, this is the forecast value released on May 14, 2021.
* Major goods purchased: Johnson & Johnson products, ultrasonic scalers and
SHOFU INIC. root canal treatment equipment (reamers/files) 25

Slide No. 25 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 20% 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.

During the second quarter of the fiscal year under review, “BeautiBond Xtreme,” a
dentine bonding product for dental use launched during the period under review and
“‘SHOFU BLOCK HC HARD 1II,” a resin material for dental cutting processing
launched during previous fiscal year among other products, contributed to sales. The
sales ratio for new products was 18.9%.

At present, the impact of the pandemic makes face-to-face sales activities for new
products difficult, but we will proactively engage in online sales activities, and going
forward, we will strive to increase the sales ratio of new products developed in-house.
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Trends for Gross Profit Marg ° E?;;?Ys;;’!E::&‘;“S:t‘éﬁ%ﬂ?‘?:i"“"'"%‘!

Unit: %

=== Consolidated i

\
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copayment rate appligd
to persons paying medical = 53,0 576 7 :57,6
insurance premlums 574 573
\raised to 30%

56.2

A
_/l l\_ 55.1
49

‘The gross profit margin has been on a rise
due to an increase in overseas sales of
in-house products with high profit margins

564

55.8
§5.1

552 7 551 s52

’_§

g and cost-reduction achieved as
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Slide No. 26 shows trends for gross profit margin rates.

In the fiscal year ended in March 2021, the gross profit margin fell 1.1 points
compared to the fiscal year ended in March 2020, due to a drop in the utilization rate
caused by lower sales volume and a decline in the percentage of foreign sales,
which has a higher gross profit margin rate, making up overall sales.

In comparison, in the first half of the fiscal year, primarily overseas, the recovery in
demand from the pandemic was captured and sales grew significantly. In addition, the
utilization rate improved due to a higher sales volume, and the percentage of foreign
sales increased. As a result, the gross profit margin rate was 57.6%, 2.5% points
higher than in 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.
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Trends for Overseas Sales and
Overseas Sales Ratios

2 Forecastof Consolidated Business Performance for
Fiscal Year Ending March 31, 2022 &
SHOFU)|

Overseas sales (millions of yen)
—o—Dental business overseas sales ratio (%)
—o— Overseas salesratio (%)

n Wi
1o profits has 11
n

The contributi©

22.322.5
: 20.7214214
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Slide No. 27 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.

Sales were down due to the effect of COVID-19 pandemic in the previous period,
but we expect to set a record high for the fiscal year ended in March 2022.

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

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 )

e
| §

SHOFU INC. 29

Slide No. 29 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.

On the other hand, overseas, 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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Vis i o n fo r o u r co m p a n y: Future Business Environmentand Medium-

Medium:-to Longte rIBESI CREDCY] @

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

» Group net sales: 50 billion yen

ompany-wide <Domestic sales: 17 Pl!llon yen;
targets 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. 30

Slide No. 30 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.

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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Fiscal 2021 to 2023 Medium=term
Management: Plan: Company=idexBIGEI &

and Long-term Business Strategies @
Company-wide targets for fiscal March 2024

< Future Business Environmentand Medium-

» Group net sales: 30.1 billion yen

<Domestic sales: 14.7 billion yen; Overseas sales: 15.4 billion yen>
<Overseas sales ratio: 51.1%>

» Group operating income: 2.61 billion yen
<Operating profit margin: 8.7 %>

> ROE 58 % *ROE:Return on equity

Key issues in order to achieve goals

Development and introduction of new products that match the local
demands

: - s ; ; -Business tie-up with
Production Relocation of production sites and expansion of offshore production Mitsui Chemicals and

Sun Medical

Improvement of our sales network/Realignment of sales offices > :
: . ¢ h . Promotion of M&As
Establishment of domestic and international academic networks -Establishment of the

Development of human resources and securing of skilled employees to armtm governance
actively promote overseas operation SrE

Finance Capital procurement in response to increasing investment demands

Slide No. 31 shows overviews “Fiscal 2021 to 2023, Fourth Mid-term Management
Plan” started in this April.

In the final year of the fiscal year ending March 2024, the main target is to achieve the
“Group net sales: 30.1 billion yen”, “Group operating profit margin: 8.7%” and “ROE:
5.8%".

While we are implementing priority issues for the next three years at a faster pace to
achieve these targets, 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.
| will now explain the specific efforts that we will make with respect to each issue.
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S p e c ifi c Effo rts < Future Business Environmentand Medium-

— Research and DeyeiBrIeE @

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

< Developing products

Trendin R&D investment

w-it!‘ a WorldWide R8D expenses (millions of yen) -O-As a percentage of sales (%)
vision
( s N
3 D I » 84483 " ™ *6.49%483684°% 626382, 58 8.3 6_..3
eveloping new N
products forregions’ T g
- =S s
middle-class and ai B HIH
i =L ] TR N R= B
2;%':;“;?\';’“9 e LT EEEREL L

< Developing products
with the goal of
creating markets in
new fields
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Slide No. 32 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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Specific EffOrtS _ PI'OdUCtiO andLong—termBusmessstrategles )

production base and expansion of
offshore production

Further expand 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

- Domestic manufacturing Group COMpPanies ...

— o\ L 1) limited productions capacity of SHOFU
2 ’ - Headquarters

———— 2) high production costs in Japan

LSt shouishien by ..., MllebolSolena [ Scurency fuchations | @ ousana
- o heavy goods
< Expanding overseas production 5) better delivery service to users
6) high tariff
; ........ overseas manufacturingGroupcompanies ........................................................................ .\é
rl.'-'-".l‘.ﬁ By
: | S-— —
¢ Shanghai Shofu Dental X FU PRODUCTS VIETNAM :
Matenals Con Ltd. (China) Advanced Healthcare Ltd. (UK) Merz Dental GmbH(Germany) SHOI go Lo'l'Dliwestnam) 33

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.

Last year, we established a new production site in Vietham and prepare for its full-scale
operation. Initially, 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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SpeCifiC Efforts _ PrOdUCtiO andLong—lsrmBusmessstrategles "'

< Relocation of production base and expansion of
offshore production

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 anuag, 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. XWearegradually developing production bases in otherimportant countries andregions. g4

Reorgamzahon of _ Subsidiarization of
manufacturing functions of . Merz Dental GmbH,
dental busaness and nail care business a German artificial teeth
Consolidation qf manufacturing ) ] Manufacturer. Completed new Established production
_and S&S fUncnons Relocation and expansion of  now production base plant in the SHOFU subsidiary in Vielnam
in nail subsidiary domesfic production subsidiary i Eyrope. headquarters (SHOFU Products Vietnam)
March, 2013 July, 2014 April, 2015 March, 2017 April, 2020
| | ' ' |
V. Y. I— V. V.
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ure Business environmentand

SpeCific EffOrtS _ Sa'es and Long-term Business Strategies

: [ Overseassales Group companies] -
<Improvement of our sales network :

() Developa networkof overseas distributors. J

<-Realignment of sales offices

& Shofu Dental Shofu Dental
() Establish new overseas sales bases. J : CargisTats i
(U.S.A) (Germany)

<Establishment of domestic and
international academic networks
( ) Build anorganizationthatcan advertisethe J

Shofu Dental  Shofu Dental Asia-Pacific Merz Dental

company’s products and services directly to

users. Trading (Shanghai) PTE (Singapore) GmbH.(Germany)
i Co., Ltd., (China) H
* avsiti :
,/ Enhance and expand MDR* activities. [ Other overseas bases

“Medical dental representative Sales company: Mexico, Brazil, India

Sales base : England, Taiwan, Italy
i o | B—————— T

»Improve our »Enhance academic »Speed up the product
customer service activities registration work
SHOFU INC. 99

Slide No. 35 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 latest 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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< Future Business Environmentand Medium-

and Long-term Business Strategies %

Specific Efforts — Sales

<-Realignment of sales offices

Established Sales subsidiary

Incorporated ; Established sales
Sulos Branch for Dental Implantin Japan Established office in Kyolo (April)
in Singapore. Established Sales Branch ~ Established Sales  Sales subsidiary Established sales
in Italy Branch in Taiwan in India subsidiary in USA (August)
April, 2013 April, 2015 May, 2015 April, 2017  April to August2019

S 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
y & ___§ __y ¥y ___F _§ _J /

) —

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. 36
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Specific Efforts — Nail Care

Business

m 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 NS
products ratio i N NN
< Expanding sales channels in overseas markets = :
—U.S., Europe, Taiwan, South Korea, China : %
m Specific Efforts »

< 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 eh& Gel
operation in January 2015

- Launched new “ageha Gel” brand of gel nail products for Q@@
nail salons (June 2017) @@@ o _.l

SHOFU INC.

Slide No. 37 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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ng—term Business Strategies

andL

» & BoXFAhil

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%
(Shofu became an equity-method affiliate)
m Capital tie-up

®  Shofu acquired 20% of MCI's 70% shareholding in Sun Medical
®  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

m  Expansion of product lineup
B Businesstie-up
m  Use of sales networks in Japan and overseas
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® Exchange of m  MCI sent one part-time director to Shofu’s board

personnel = Shofu sent one part-time director to Sun Medical’s board

SHOFU INC. 38

Slide No. 38 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.

By strengthening these business and capital tie-ups, we will make use of the strengths of
each company to promote the development of new products, complement and share
manufacturing functions, utilize sales networks both in Japan and overseas and expand our
product lineup, among other measures.

Specifically, project teams will be formed between the three companies and their
management resources will be utilized, further strengthening business in the dental materials
field and reinforcing international competitiveness.
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Trends for Sales by Region Fuure Business Environmentand Hedum-
. and Long-term Business Strategies

— Northiand Latin A eREE=ITGIE! @
n

North & Latin

Unit: millions of ye

Europe Sales

America Sales

=1

n
Ig Fiscal March 2016
o Acquisition of
3 Merz Dental GmbH
o
E w 1 =
— S - w
1% =
@
I I T T T R R R T T T R R R R R
o"m\ 0\5\ 0"‘\ Q\‘)\ 0"6\ c",\\ e"%\ e\g\ 0"9\ o"'\\ e\'\'\ 0‘5\ 0“\ ,,9“’\ o"s\ e<\\ o‘s\ e"q\ 00\ e\\
é"b (*q' q(b q\'l' q\"' (\"' Q\q' q\'\' é‘\‘ q\'\o Q'\'\' q\'lo Q\'\' Q q.(lo q\'\' ((1. é’\v (\'\; ‘.\'\'
SHOFU INC. 3 CAGRis theannual average from Fiscal March 2012to Fiscal March 2021. 39

Slides No. 39 to No. 40 shows fluctuations in sales by overseas region.
Sales remain strong due to efforts to reinforce sales activities in each region.
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T ren d S fO I S da Ie S by Re g | on Future Business Environmentand Medium-

and Long-term Business Strategies

— China, Elsewhere i

Elsewhere in Asia

China Sales

Unit: millions of yeri@

SHOFU INC. < CAGRistheannual average from Fiscal March 2012to Fiscal March 2021.

Sales
CAGR CAGR
18.4% 7.0%
n
= [
0 o
- © g
- —- (=)
g ol 15 °
o © 3 n w
s g2 °
o
e y H i
'b > > > > > > %] > > > > J % 5 >
\‘\* \'5 .\VA \%\ \6\ \'\\ ,\9\ Q,"\\ \q) Q.\15\ \5\ .\b\ \g\ o\\ \g\ Q\g\ "9\ \\
(\'\' ,(«'\' q\f\' 5\' & q\"’ q\"' q\"' @'v &V q(» & q(» q(» q\m q(» qo & qo q\m
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M e d i u m -te rm M a n a g e m e nt P I a ' < Future Business Environment and Medium-

and Long-term Business Strategies
— Principle Targe
% +++Record Unit: millions of yen

Fiscal March Mid-term Management Plan Fiscal March
(Ri‘z:m Fiscc;lo AZA; rch Fiscc;lo A;;x rch Fisct;lo A;:mh (Fozrgf::: .
Net sales 24,4680 26,105 * 28,097 % 30,182 27,710
O i B OO ..., I N 5.8%)  _____(76%) | _____ (74%) | ______ (12.3%) |
(Domestic sales) 13,733 13,627 14,319 14,745 13,519
e Dmmbmbeionteten | (60%) | 0 CO8%) )  (51%3 ) (0%} _ __ C1.5%)
(Overseas sales) 10,946 | 12,478 13,777 % 15,437| % 14,191
(Change from Previous Period) (-4.8%) (14.0%) (10.4%) (12.0%) (29.6%)
Operating income 2,300 1,799 2,017 2,618 » 3,011
(Persentage of sales) (9.3%) (6.9%) (7.2%) (8.7%) (10.99%)
Ordinary income 2,523 1,837 2,064 * 2,668 % 3,199
(Persentage of sales) (10.2%) (7.0%) (7.3%) (8.8%) (11.5%)
Net income 1,674 1,234 1,379 * 1,874| x 2,227
(Persentage of sales) (6.8%) (4.7%) (4.9%) (6.2%) (8.0%)
s o 451% (% 49.2% *  505% x  527% |x 52.7%
SHOFU INC. 41

Slides No. 41 shows the principal targets “Fiscal 2021 to 2023, Forth Medium-term
management Plan”.

On October 26, 2021, we announced our revised forecasts for the year, with sales
expected to reach levels near the target for the fiscal year ending in March 2023, the
second year of the Mid-term Management Plan. The income forecasts were higher
than the targets for the final fiscal year.

As mentioned earlier, in the forecasts for this fiscal year, the sales forecast is due to
success in establishing a sales network in all foreign regions, which has been
addressed thus far, and to steadily attracting demand that has recovered from the
pandemic. However, other factors were delays in the supply of some products by other
companies in the same industry as well as one-off demand occurring due to a
stockpiling of distribution inventory and other factors, which had been low, during the
pandemic.

On the income side, restrictions on sales activities have gradually eased compared
to the previous fiscal year, but major exhibitions have been canceled and postponed,
and we are concerned about ongoing restrictions on advance investments to expand
business, such as sales activities for Shofu products for customers and dental
professionals.
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M e di um 'te rm M ana ge me nt PI an Future Business Environmentand Medium-

and Long-term Business Strategies
by Segment (Sales and LOpEeYEUTHRIEOIIEY @

Unit: millions of yen, %

Fiscal March Mid-Term Management Plan Fiscal March
2021 Fiscal March = Fiscal March = Fiscal March 2022
(Results) 2022 2023 2024 (Forecast)

Amout T Amout % Amout T Amout % Amout A
Dental business 22,334 905 23,708 908 25592 911 27,550 913 25,447 918

Nail care business 2,268 92 2,302 s8s8 2,395 85 2,508 83 2,171 78

Other businesses 81 o3 94 o4 109 o4 124 o4 91 o3
Net sales 24,685 1000 26,105 1000 28,097 1000 30,182 1000 27,710 100.0
Dental business 2,091 94 1,637 69 1,845 72 2,416 88 - -
Nail care business 201 8¢9 156 48 156 &5 174 &9 = .
Other businesses 2 24 4 52 16 147 27 223 - -

Operating income 2,294 93 1,799 &9 2,017 72 2,618 87 - -

* The foreign exchange rates given are those in effect at the average of each term;
SHOFU INC. conversions of items in the financial statements of overseas subsidiaries all use average rates. 42

42



Medium-term Management Flan Ciate Sussneammangesn
Capital Investments, DepreCi U P ERPEIISEEN @

Unit: millions of yen

Fiscal Mid-Term Management Plan Fiscal
March Ficsal Ficsal Ficsal March
2021 March March March 2022
(Results) 2022 2023 2024 (Forecast)
Capital investment 1,097 1,730 2,417 990 1,588
Depreciation expenses 955 Y3 966 1,046 930
R&D expenses 1,563 1,825 1,852 1,878 1,737

» 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.

- 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.

SHOFU INC. 43

Slides No. 43 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.
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< Future Business Environmentand Medium-

and Long-term Business Strategies @

Dividend policy

As for partial review of dividend policy

m Dividend payout ratio : 30% or more

& New setting>
m Ratio of dividends to net assets : Tentative target of 1.7%

Busmess Ll Fiscal March 2022 | Fiscal March 2023 | Fiscal March 2024

Item

Dividend payout ratio More than 30%
| Ralordvidendstonet (o) Tentative target of 1.7%
[Reference: Key numerical targets related to dividends in the Fourth Mid-term Management Plan]

Retum on equity (ROE) 4.1% 4.4% 5.8%

Net income per share 69.48yen 77.70yen 105.53yen
SHOFU INC. 44

Slides No. 44 shows the dividend policy.

As for our dividend policy, in the past we targeted a dividend of 18 yen per share as
a lower limit and a payout ratio of 30% or more on a consolidated basis, but in addition
to this, we will add dividends on equity (DOE) as a numerical standard with the aim of
implementing returns that take into account capital efficiency. During the period of the
Fourth Mid-term Management Plan, dividends on equity (DOE) of 1.7% will be our
tentative target.

Dividends on equity (DOE) is the product of return on equity (ROE) and payout ratio.
Accordingly, we will aim to improve our DOE by enhancing both profitability and capital
efficiency, and in the long term, we will aim for ROE of 8% or more and DOE of 2.5%
or higher.
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< Future Business Environmentand Medium-

{rend ofiannual d|V|dend Per s

e and Long-term Business Strategies @
= Trend of annual dividend per share
2yen
Commemorative dividend
Ordinary dividend
1yen 2yen 2yen
29yen ‘30yen
23yen 26yen
8y 8y 8yl 8yl 8y 8yl 8y

Fiscal March  Fiscal March  Fiscal March  Fiscal March  Fiscal March  Fiscal March Fiscal March  Fiscal March  Fiscal March  Fiscal March Fiscal March
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Forecast

m Trend of index related dividend

Business year FY2012/3  FY2013/3  FY2014/3  FY2015/3  FY2016/3  FY2017/3  FY2018/3  FY2019/3  FY2020/3  FY2021/3 ::3233{3
Net Income per share 31.77yen 1.17yen 31.77yen 36. 45yen 49 43yen 52.61yen 55.20yen 75. 54yen 44 24yen 96. 20yen  125. 26yen
20yen 19yen 18yen 18yen 18yen 20yen 20yen 23yen 26yen 28yen 32yen
Dividend payout ratio 63.0% 1625. 8% 56.7% 48 4% 36.4% 38. 0% 36.2% 30. &% 58.8% 30. 1% 25.5%
Return on equlty 2.8% 0.1% 2.6% 2.8% 3L7% 3. 8% 3.8% 5. 0% 29% 6. 2% 1.2%
Net assets per share 1. 146yen 1. 169yen 1,235yen 1. 360yen 1. 340yen 1. 396yen 1.511yen 1.524yen 1. 481yen 1. 680yen -
Ratio If dividends to nd 1.8% 1.6% 1.5% 1. 4% 1.3% 1. 5% 1.4% 1. 5% 1.7% 1. 8% =
SHOFU INC. 45

Slide No. 45 shows trend of annual dividend per share and trend index related
dividend.

At the previous fiscal year, ending March 2021, the total annual dividend was 29 yen
per share, consisting of midterm dividend of 8 yen per share and an ordinary dividend

of 21 yen per share.

For the fiscal year ending March 2022, as described at the dividend policy, the per
share annual dividend will consist of an ordinary dividend of 30 yen per share plus 2

yen in commemoration of 100 years anniversary, resulting in a total annual dividend of

32 yen per share.

45



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://www.shofu.co.jp
E-mail: ir@shofu.co.jp

Contact: Corporate Planning Department

SHOFU INC.
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The information on these pages will not be covered in the \_\

financial analysis meeting. i \/
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SHOFU and Its Operations
(Summary of the Company Profile
and Its Businesses)

\/“ - . ) f/
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C om p an y P rOfi Ie © Companyand Business Profiles

Company
name

SHOFU Inc. (As of September30,2021)

= Representative

NoriyukiNegoro, Presidentand CEO

= Address 11 Kamitakamatsu-cho, Fukuine, Higashiyama-ku, Kyoto 605-0983, Japan
Date of
" establishment May 19,1922
= Capital 5,968,956,614 yen
g Eisted FirstSection of Tokyo Stock Exchange
exchanges
& Number of 478 (entire group: 1239, including 579 in overseas subsidiaries)
employees
= Business Manufacture and sale of dental materials and equipment
n Main Dental institutions (via sales agencies)
customers
Subsidiaries 19 (fourin Japan, fifteen overseas)
Number of . .
= group Affiliates 1 (o_ne in Japan) ) )
companies Dental companies: 16 (three in Japan, thirteen overseas)
SHOFU INC. Nail care companies: 3 (one in Japan, two overseas) 49
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2 Companyand Business Profiles

materials and equipment.

Artificial teeth products |

Artificial tooth and implant materials . /

= Porcelain teeth, porcelain
powder, resin teeth L 4

Abrasives products

Materials for removing diseased

areas and polishing crowns
= Diamond abrasive

= Carborundum abrasive

= Silicon polisher

= Other carving and polishing
materials

= Industrial grinding and
polishing materials | Ao !

Metal products ’ : |‘|

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

—" >~~~ .= Alloys for casting, silver alloys
= Other metals

Please refer to “Product
Profiles” attached to this

. Chemical products

Materials for use in a variety of applications,

including implants, diseased area fillings,
gums for artificial teeth, etc.
= Synthetic resins

= Impression materials
= Waxes

—

S:';/

Cement products ,other ‘

Materials for use in the adhesion of
implants, fillings, etc.

= Dental cements
= Dental stones and investments

Machinery ,equipment &
other products

Equipment and appliances for dental
treatment and procedures

= Dental equipment

= Products for oral care and infection
prevention

= Orthodontic materials
= Health and beauty equipment
Other equipment and appliances

The company’s products are designed for use in dental care and treatment.

document.
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COrpOrate H istory (1 ) QComDanvandBusinesé

S

hofu Dental Manufacturing Co., Ltd. founded and commenced the manufacture and sale of Japan’s

first artificial teeth.

- 1996 F

- 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.

- 1989 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.

ounded Promech Inc. Established Liaison Office in Shanghai, China.

- 1997 E

~ T5thanniversary. e - - o
- 2002~ Celebrated the 80th anniversary of its founding. Established Liaison Office in Beijing, China.

stablished the industry’s largest research facility as a part of a project to commemorate Shofu’s

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

SHOFUINC Y shares scheme in the J-NET market of the Osaka Securities Exchange. 51
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COrporate History (2) © CompanyandBusiness Profiles

- 2010

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

and Sunmedical Co., Ltd.

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.
Shofu acquired 20% of MCI's 70% shareholdingin SMC.
(Shofu became MCI's equity-method affiliate. / SNC became Shofu’s equity-method affiliate.)

SHOFU INC. 52
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2 Companyand Business Profiles

Corporate History - Sales

. 2 * Enforcement of Revised
Unit: 100 million yen Pharmaceutical Affairs
180 Law (2005)
» Largest-ever curtailment
160 1%'8!?: government undertook measures to of remuneration for
reduce medical expenditures, which resulted medical treatment (2006)
in low rates of growth in the medical industry
140 * Implementation of 10% medical expense
copayment system for policyholders (in 1984)
100 1970s - | Copaymentimposedon
Expanded operations health insurance
overseas (US, West policyholders increased
80 Germany, Taiwan) « In 1997: from 10% to 20%
* In 2003: from 20% to 30%
i 1960s
Era of high growth due to ! |
40 the prevalence of the Listed on the First
universal coverage health M A1 1983 Section of the
insurance system anagement reforms (1983) Tokyo Stock
20 ———277F7 o Becamethe first companyin Exchange (2012)
the industry to list its shares
on a stock exchange (in 1989)
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SHOFU INC. (Note) Figures shown in the graph are non-consolidated sales. 53




Group Overview[\Dome

o ~ 0 Sales subsidiaries
<Domestic 1, Overseas 8>
O ~ o Production subsidiaries
<Domestic 2, Overseas 5>

o ~ 9 Nail care business subsidiaries
<Domestic 1, Overseas 2>

Sapporo Sales Office

@ shiga SHOFU Inc.
SHOFU Inc.

Kyoto Sales Office
g SHOFU Products Kyoto Inc.
Fukuoka Sales Office -

SHOFU INC.

2 Companyand Business Profiles

Sendai Sales Office

Tokyo branch
SHoFU BIOFIX INC. ()

“~ Nail Labo Corporation o
Nagoya Sales Office

>4
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2 Companyand Business Profiles

 SHOFU UK

@ Sales subsidiaries <Domestic 1, Overseas 8>
0 Production subsidiaries <Domestic 2, Overseas 5>

Nail care business subsidiari
~as .°<Domestic 1, Overseas 2>

€ - ADVANCED HEALTHCARE LTD.
SHOFU DENTAL cmeH @

merz penaL omed @
DIGITAL DENTAL SERVICE GMBH

SHOFU Inc.

NAIL LABO TAMAN co., LTD. (€)
SHOFU INC., TAWAN BRANCH

SHOFU ITALY

A

' @ sHoru DENTAL CORPORATION
(©) sHOFU DENTAL INDIA PVT. LTD.
, @Al Laso I
SHOFU MEXICO
’ $ DE RL DE CV

- SHOFU DENTAL BRASIL COMERCIO
SHOFU DENTAL
TRADING (8 HAJ) CO,LTD. DE PRODUTOS ODONTOLOGICOS LTDA.

SHANGHAI SHOFU ~/ - SHOFU DENTAL ASIA-PACIFIC PTE.LTD.
DENTAL MATERIAL CO.,LTD.

SHOFU INC. 55
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Sales Channels

Domestic . . _ _ __ __ __ __ .
| Wholesale \
i Dealers |
) agents V | )
I I
Agents {
e - —
. 1 )
g Orthodontic materials
— \ /’ Vv
E Overseas _ __
o /Nonh America, Latin America, \
Europe, China, Other Asia, c |
% Oceania E Q |
: . c
1" Localsales r S5 r
7 subsidiaries s &
[ D 9%
| e =
Korea, Taiwan ® S |
| >ln 9
\ > J
\ _________ /
SHOFU INC.

Dental institutions, schools

2 Companyand Business Profiles
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Healthcare Expenditures by Age Grougp
(Component Ratio)

2 Reference <Dentistry Data>

Trend of national healthcare expenditures, the percentage of the population aged 65
80 and older, dental treatment expenditure as a percentage of total national healthcare National healthcare 30
expenditures and manufacturers’ shipment value of pharmaceutical production as a expenditures (index) -
percentage of total dental treatment expenditures (from 1962 to 2018) (1962 = 1.00) »*
70 | |
25
| =g = =
60 Percentage of the
| population aged 65
1 and older (right scale) | 20
50 Dental treatment
expenditure as a
percentage of total
national healthcare
40 |expenditures (right scale) 15
30
10
20
5
10 -
Dental treatment "?a"‘]UfaC'Ufe'S‘ S'II'ngm value
. . O armaceutical production as
expenditure (index) gpercentage el dontal
(1962=1.00) treatment expenditures
0 0
D OO O N NN~ 000000000 W®OWOWOWOOOOO = = 4 a4
NP ODOONNPENODOONPAL,NDOONPLNDOONNRAEADOON B ®
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) 58
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Healthcare Expenditures by Age Grougp

(Component Ratio)

People aged 65 years and older tend to place less importance
on dental treatment than general medical treatment.

General treatment ‘ Dental treatment Unit: %
60.0 63.3
50.0
46.3
40.0
30.0
20.0
% v
10.0 s e e e - OO0
~O-0-0-O-0-0-0-0-O~0-0-0-0-0-0-0-0-0-0-0-0-0ny 0" 0 0000-0-0-0-0-0-0-00-0-0-0€
0.0
CEOEOOCCCOO0C OO A—Addddididiid GOEOOOOCOCOCOOCC A ddd—d S A i i
ONXOO - NWEBUIOONIROO—=NWEBUIOO~NXWO O-NIXOO—-NWAEUIONIXOO—=NWE M-I W
~~0-14 yearsold -0-15-44 yearsold -0O-45-64 yearsold -®-65+ years old
Prepared using yearly data from Summary of National Healthcare Expenditures
SHOFU INC. (Ministry of Health, Labour and Welfare)

2 Reference <Dentistry Data>

-
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SHOFU INC.

Dentistry

2,493
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¥ > Reference <Dentistry Data>

S
w
& -
F=y
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(Ministry of Health, Labour and Welfare)
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Trend of the Number of Dentists and

Dental Treatment Expendi

2 Reference <Dentistry Data>

@

35,000 Dental treatment expenditure per dentist
(Unit: 1,000 yen, left scale)
30,000
25000
20,000 Number of dentists in
practice
(Unit: Person, right
15.000 sca|e) """"""""

101,777

Dental treatment expenditures
(Unit: 100 million yen, left scale)

0
G P PPN NI ST I ST CGECGEESSSSS == =454
N B2 OODONNPAEODDONNPAEAODODONNPAEAOODODONNRAEAODODONAEO®
Prepared using yearly data from Summary of National Healthcare Expenditures, Survey on Doctors,
SHOFU INIC. 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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2 Reference <Dentistry Data=

@

Dental Treatment Expenditurg

Year-on-year comparison ofamount paid by dental health insurance (deviation
from 12-monthmoving average) from December1997 to December 2020

15.0% r——r——71—T1—T7 71T
A T R S SR Resin block for CAD/CAM is
i P P | covered by insurance.(April 2014)

10.0% | Medical expense copayment rates
for insurance policyholders raised
September 1997: to 20%
April 2003: to 30%
B.0% | L VR (WU S IR TSN TS S

Largest-ever curtailment of

-5.0% I t ! 1 ! ! )
== Medical institutions' medical expence, | | | ; 4
‘ T S S D A e T : remuneration for medical
i S T B poo e treatment (April 2006) H— 1
== Shofu domesfic shipments | | |
-10.0% - : : : . . . , ' : . .
CEOOCOOO0000000000000000000 = mmtmi— it Sl Sl e e Sl S R S S DN O
ﬂmmooooau»»mmaammmmuﬂmmooa8::3332QQQQQQ§§QQQQQQ
B e e e s e e e e o A Y
—_— DA DA DDAt DD DD -t D =t D DN DD =D DO =N === N == =O =
NN RN NN NN NN NN NN N NN NN NN DON
SHOFU INC Prepared using data from the Social Insurance Medical Fee Payment Fund and from the "Trend of National 6 2
- Health Insurance Expenditures” issued by the All-Japan Federation of National Health Insurance Organizations




Trend of Shipment Value of
Pharmaceutical Industry Lrotuitiion

Shipment value, Unit: 100 million yen

2475
2091 o, ,,.2051
wﬂ
1,675
1,564 1,5631,58 1.2211.226 495
1493469 "o 1470 4457 1487 %1548 — 1,154
1,375 1,383 ; 0081_0561.077 1,071
978 '
942 940 956 966
933 o 895 912 ggs5 926
o ~ ~ —
o o (2]
g8 g 8 &
= ~ (_J: oo
F=S =3 . o —
[ » F=Y '
% w I < [=2) ——
L [~ [
~ rs I "o ()
» o o
%‘ 2| =B 8 BB e
'99 '00 '01 '02 '03 '04 '0O5 '06 'O7 '0O8 '09 '10 '11 '12 '13 "14 15 16 '17 '18
= = 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

2 Reference <Dentistry Data>
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Systemic Diseases Caused by  Reference <Dentsty Dats>

Caries and Periodontal I8

»
®
0
©
®

.g

©
o
o

©
=
©
©
=
=
©
o

SHOFU INC.

Septicemia, Headache, Stiff
shoulders, Malfunction of internal

ﬁ Entire body lalfunct
organs, Nutrition disorder
” SERTENTETE S EIELE Premature birth, Delivery of low
prob[ems birth weight babies

Diseases of the
digestive and

respiratory systems
Endocarditis, Myocarditis,

Diseases of the _ _
” circulatory system Arteriosclerosis
ﬁ Diseases related to Diabetes
metabolic disorder

(Reprinted from the “Archive of the 8020 and Enjoy Healthy Life” issued by Social Insurance Research Institute)

Gastritis, Gastric ulcer, Aspiration
pneumonia
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Correlation between Number. of Health

Teeth and Healthcare EXpennd oI e S

40 ==

30 -

20 -

10 ==

44.4 43.9 45.7 Annual medical
expendifures per capita
........................ = A IR, oL v o) S
................................ 27.7.......279. .. ...
254
The greater the number of healthy teeth,
the greater the reduction in healthcare expenditures.
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)

2 Reference <Dentistry Data=

@
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The 8020 Movement and Changes
in Dental Diseases

< Reference <Dentistry Data>

-

" The primary target of “20% of the population achieving 8020”
was reached in 2006. ) -
Percentage of people with 20
(%) : __ Causesoftoothloss
100 gga__Qg;Qﬁ? or more of their own teeth
913
90 B “1 7852
Orthodontic
80 H +— 1 +H— treament,\ Otmr.'
73.0 1.2% 12.6%

70 - ) 4 - Caries

63.4 = (tooth

. racture,
O M1 1r1r1r1r 56.1 11.4% decay),
o 32.4%
ilmininininininlx
40 ....................................
Periodontal
I o e o mimimim 257 disease,
41.8%
20t 1 1 b b e e e
10 [ b 1 b ] ] ] ] e
0
40~ 45~ 50~ 55~ 60~ 65~ 70~ 75~ 80~ 85~ (Survey by the 8020 Promotion Foundation in 2005)
(age)
SHOFU INC. 66
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Perception of Dental and

Oral Health

Are you satisfied with your physical health?

Don’t care
2.1%

Not satisfied

Fully satisfied
7.8% 6.0%

Fairly
satisfied
Not very 61.3%
satisfied
22.9% n=1463

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

2 Reference <Dentistry Data>
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 44.2%
42.2%
n=1463

Do you actually receive regular dental care?

clinic?
Don’t know Yes
15.6% ‘o .
74.1%
P [
No Potential demand
5.2% - >
Yes
79.2% 1465
n=1463 =
SHOFU INC. 67
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De nta I C I i ni C 2 Reference <Dentistry Data>

Consultation Rates

30,000
Consultations (x 10,000} ~e—-Consultation rate (%) 15.7
15.2
25,000
<=
124 N <
117119 119 121 122 w R e 2
20,000 10711.011.0“"‘ B EEEE
1 HH EEE SR
- L‘ o o * 0 o = 3
BB R EEEE S P
15000 oo o = = S BB SH-of B0 15
SRR
2 S o 8N e ™
10,000 ‘
The percentage of those who visit a dental clinic
so000 111 L has been leveling off at around 10%. JLHL
0
- - - - - el el d L n el Ll d L n Ll el vl L el el Ll L n el
o o o o o o o o o o o o o o o o o o o o o o o o o
o o o o o o o o o o o o o o o - - —_ — — — —_ — — —
w o ~ oo o o - N w £ w o -~ o ©o o — N w RS w 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 68
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Trend in the North American 2 Reference <Dentistry Data>

VEG @

The public developed the habit of paying regular Increase in regular visits to dental clinics
visits to dental clinics. — Shortage of dentists —> Solution to the problem of oversupply of dentists
North America Japan
Percentage of those 8-~ ~q ==~
\ \
who make regular 1t 54% ;€ ' 16% ,
visits to dental clinics Sea7 Se”
Number of dentists
e — 0.6 person 0.7 person
Population
pute 1,670 person 1,430 person
(per dentist)
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) 69




Global dental equipment market:si  Reference <Dentisty Data~

(amounts component

. [Other A S
1503, 4.9°/o

1261,4.1% — 305 dollars in the
2153, 7.0% whole world

; Annual increase of
apan k 4.9%

703, 2.3%
Middle East & Africa (Unit : million dollars)
USA
13028, 42.6%
7869 , 25.8%
’ Other Europe |
Percentage of 2651,
medical SR S56 , 4.5%

equipment: | Other North & Latin America

7.6%

#Source : BMI Research

SHOEU INC. [The World Medical Markets Fact Book 2019]70
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Global dental market— B RS IO

Market size and growth 01

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

13,028

|1 Market size(million dolars)

O Annual average - %

2,651

[ 3]
®
®

2,153

[
@

1,261
4.6 1,103
= 870 4
i 736 703 3.2 673
a5 ‘ |I as5 I‘ - aas
: 170 || lJ 158|
| f izl e 1] s
g 2 2 2 T s § @ z 2 2 z 5 5 5 & 2
A i 08 & < £ ¢ 3 § =& §¥ I 8 § § £
& 2 = = S g B =
g 3 8 8 z " 8
2 S - - gz -
< & & 8 g

North/Latin Americalll _ Western Europe

SHOFU INC. ¢ Source : BMI Research [The World Medical Markets Fact Book 2019 71




Relation between Dental Treatment

Expenditure and GDP

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.

2 Reference <Dentistry Data>

== Dental treatment expenditure( Millions of U.S. dollars) Ratio of dental tr expenditure to GDP (%)
90,000 - 0.9
81,476 -
80,000 o = 0.8 - 0.8
07 07 /
70,000 /;‘ 0.7 /- n =07 - 0.7
N 1 as 7 0.6 /- 0.6 - 06
50,000 - 0.5 —n w 05 L 0.5
/ 05 05 / \
40,000 - L] n’ LW T |04
=037 0.4 0.4 ) 0.4
30,000 - - 0.3
21,925 o
20,000 - ' - 0.2
9,
10000 1 3,673 3,718 _ 4,775 - 0.1
’ 1,968 “ 1839 1369 . 805 791 899 978 667 | |
ol X M m m . M . W " BN " 7 WY,
T ¢ £ X ¢ 2 ¢ ¢ ¢ 9 g 25 FOFODTOE
5 3 : & a i = 3 H 5 3
: > s 5 8 0§ § ;o2 %3 § % 82 § & &
5 5 = < < g
- <
*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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International Comparison of Dental > Reference <Dentsiy Data
SCLRE NGl ISF 2 Traatnant 3233i9n)  unitven 4

*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
120,000 13,630
— 108,011 15,000 12,566
90,000 ' 12,000
9,000
60.000 43,920 52,764
! 36,601 6,000
0000 14,146
' 5,839 3,000
11 . =
0 4 T T T T , 0
= (= [ = = L
g 2 § » & = g § § » & 8
2 Y 2 ;‘T
2 z
Dental calculus removal Metal crown
30,000 25704 120,000 109,330 108,000 11,732
25,000 100,000
20,000 80,000 66,276
: 14,658 ’ :
15,000 - 11,880 10,567 60,000 50,536
10,000 6,218 40,000
5,000 [ J 2,851 20,000 9,139
0+ , . . . —L 1, 0 4 , . . . L
: © ¢ 5 g £ = I £ o 8 £
g 8 & » & 3 g § » & 5§
2 oy = = =
= =
= o

* The above chartwas prepared using material from “Iryo, kaigokyufuhi suikei-ni-tsuite (On the Estimate of Medical and Nursing Care Benefit Expenses)” by Professor

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).
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International Comparison in the Ratio,o 2 Reference <Dentistry Dala»

3 (ataya 12) Unit: % %

Dental Caries: Substantial tooth defect caused b
FDI Data by the FDI World Dental Federation d:;‘a?ciﬁce;tion ol: dentil: due to ac?d madeufrom g‘ucide
a5 | was used as reference. by oral bacteria o h
(Using each country’s latest data of 2007 or later.)
70 T HHHHHHT

Ratio of Persons with Dental Caries: Ratio of
persons who currently have carious tooth
60 +— Note: Comparison among persons at age 12 Y HHHHHEHHHBHERHT

50 -~ HHHHHHHHHBHAHHAE

30 HHHHHHHHBHHHHHHHHHAH

20 4*HHHHHHHBHHHHHBHHHHHHHHKHH

10 - ' HHHHHHHHHHHHHHAHEHHHHHABHBAEH

[+]

o @ '%'S‘s‘ e v 0 Q 9 2 2 Q E'E'Q“‘ 'Q'(";'I"I""E' S
fgffggeEiiesgieegioeqiegimpeiiet
8 i3 ;Eig: FRPgzOB LR AN LN N RN

z H

2 g %

SHOFU INC. 74




2 Reference <Dentistry Data>

o

1 . : Edentulous jaw:
The Oral Health Atlas: mapping a neglected global health issue i ;
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 -+ 4
Ratio of Persons with Edentulous Jaw :
so - Ratio of persons who have no teeth EFETETED
*Comparison among persons at age 65 and older
40 - - - = = - — - - - -
30 HHH T
20 HHHHHHHAHEHEHHHBEAEAHEHEHHAHEBAE
’ HHHHHl’ |:| HHHH I I I HHHH I I I 1
ELEL L L EL R
O .-' . r T T . . T T r T . T T T . r T T T . T T r . . 1
z 2 3 ¢ I 2 3 5 c g Q 8 5 I o € g b
§TiiffiiefgipETeiieE RS
= §§8§2fgggipg sTELREEE P Fg% o8
2 g g
SHOFU INC. 75
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150

100

5.0

2 Reference <Dentistry Data>

o

11 Treated teeth
m Untreated teeth

A survey was conducted among the Japanese people " Lost teeth

by the Ministry of Health, Labour and Welfare.

Tooth decay occurs and increases
throughout one’s lifetime.

5§ & 7 8 % 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 76
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Number of Dentists in
the World

>
—

. Japan
' (102,000)

~ China

~ (144,000)

(333,000). (186,000)
C;c-eania
(23,000)

-~

..............................................................................

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

"J—Inté{)sifiea' co,
- L - ’ -

India Q"%. Other Asian countries  Latin America

2 Reference <Dentistry

(452,000
(including 31

Number of dentists in th
_ Approx. 2.65 million

~ Estimated market size:

~Approx. 3.0 trillion yen

Data>

re world:
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2 Reference <Dentistry Data>

%

Meaning

Impression

An imprint of teeth and otherintraoral areas, created with impression
material. Based on the impressionmould, plastermodel can be produced,
onto which prosthesisis fabricated. —» Dental prosthetic (page 79)

Implant (treatment)

A treatmentmethodto 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
restoremastication 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 79)

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 79) 78
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2 Reference <Dentistry Data>

Meaning E

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
dentist or hygienistuses machines and instruments to remove plaque,
tartar (calcified plaque), and other dental deposits (caused by smoking,
etc).

A csubhctance thataccelerateg re-calcification of the tooth surfaceand

1
T T LA IV LML MY LT IT IS | W Al NANILIE AT A

strengthens tooth structure (especially for enamel).

Calculus deposits. Bacteria livingin plaque createacids and toxins,
which cause decay and periodontal disease. Thus, removingplaque
helps prevent dental disease and enhance oral health.

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

A svnmbanvialéa bl ad A sses s sl o
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— Composite resin (page 78)
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Resin

SHOFU INC.

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