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Summary of 2nd Quarter. s e AT
Business Performange: .

'l Positive factors || Negative factorsi

P’L = Net Sales totaled 12,179 million yen (an increase of 4.1%)

Domestic net sales totaled 6,679 million yen (a decrease of 1.4%)

I Domestic sales in the dental business decreased by 2.5% due to sluggish sales of all product lines
resulting from the intensified competition in the market, despite sales contribution from the new product
that was introduced to the market during the previous fiscal year,

| | Domestic sales in the nail care business increased by 7.4% due to sales driven by existing flagship
brands of gel nail products, the new brand and the brand for general consumers.

Overseas net sales totaled 5,500 million yen (an increase of 11.6%)

Overseas sales in the dental business increased by 14.4% due to an increase in sales in all regions and a
positive foreign exchange effect linked to the depreciation of the yen.

I [ Overseas sales in the nail care business decreased by 13.2% due to a sharp decrease in sales in Taiwan
where competitors are taking increasingly aggressive actions, despite favorable sales in America.

< Operating income totaled 784 million yen

M Owing to the effect of an increase in sales and an improvement in the cost of sales ratio, operating
income increased by 5.7%, despite an increase in selling, general and administrative expenses
resulting from active investment in R&D and sales promotion activities.

< Ordinary income totaled 782 million yen, and

current income totaled 546 million yen

I l Ordinary income decreased by 8.3% YoY due to a negative foreign exchange effect.
Net income, after deducting tax expenses, decreased by 14.1%.

* “Met income” figures are figures for “Net income attributable to owners of parent” after the application of the 4

SHOFU INC. d for c fane, ete.

The consolidated business performance for the second quarter of the fiscal year ending
March 31, 2019 resulted in an increase in sales and a decrease in profit (an increase in
operating income) year on year, and a decrease in sales and an increase in profit
compared to the forecasts.

Slide No. 4 shows the factors behind the year-on-year changes.

Net sales amounted to 12,179 million yen, an increase of 4.1%. Domestic Sales
accounted for 6,679 million yen, a decrease of 1.4%, and overseas sales accounted for
5,500 million yen, an increase of 11.6%.

In the domestic dental business, the “BEAUTIFUL Flow Plus X,” a dental filing
composite resin, which was introduced to the market during the previous fiscal year, and
new CAD/CAM-related products, etc. contributed to sales. However, due to a decrease in
sales of all product lines resulting from the intensified competition in the market, sales
decreased by 2.5%.

In the domestic nail care business, with sales driven by our existing flagship brands of
LED gel “Presto” and “by Nail Labo” gel nail system for general consumers, the new
“ageha” brand which was introduced to the market during the previous fiscal year and
other gel nail products, sales increased by 7.4%.

In the overseas dental business, due to successful implementation of the active sales
expansion strategy, strong sales in all regions and the positive foreign exchange effect of
68 million yen, sales increased by 14.4%.

In the overseas nail care business, although sales remained robust in America, due to a
sharp decrease in sales in Taiwan where competitors are taking increasingly aggressive
actions, sales decreased by 13.2%.

Concerning profits, owing to the effect of an increase in sales and an improvement in
the cost of sales ratio, operating income increased by 5.7%, despite an increase in
selling, general and administrative expenses resulting from active investment in R&D and
sales promotion activities.

However, as the positive impact of exchange rates diminished compared to the previous
period, both ordinary income and net income decreased by 8.3% and 14.1%, respectively.



Summary of 2nd Quarter rT———

5 Performance for Fiscal Year Ending March
Business Performange L) 5
< Sales increased/and profits decreased compared to the previous period/ Uniits: mili
7 5 nits: millions
Net sales decreased and net income increased compared to the forecast. of yen, %
Fiscal March | Fiscal March | Fiscal March Chunge¥on. | Changs hiom
it | || et Previoustenod || Fomend
(% of sales) (% of sales) (% of sales)
sales 11,701 12,550 12,179 478 =370
£ __(100.0)f  (100.0) (100.0) (4.1) (-3.0)|
6,773 7179 6,679 -94 -500
S T (57.9) (57.2) (54.8) (-1.4) (-7.0)
4,927 5,370 5,500 572 130
{Oversaay ales) (42.1) (42.8) (45.2) (11.6) (2.4)
742 639 784 42 145
e (63) (5.1) (6.4) (5.7) (22.8)
853 589 782 -71 192
Ordincary Income (7.3) (4.7) (6.4) (-8.3) (32.8)
635 346 546 -89 199
L (5.4) (238) (45| (140 (57.6)
Net income per share 40.01yen| 21.80yen| 34.35yen| -5.6éyen| 12.55yen
Return on equity 2.8% - 2.3% -0.5P -
Foreign exchange rates
US dollar 111.42 105.00 110.07 -1.35 5.07
Euro 126.63 130.00 129.88 3.25 -0.12
Pound sterling 144.38 150.00 146.49 21 -3.51
Renminbi 16.42 16.50 17.05 0.63 0.55
SHOEU INC. * E:s:ldyggrt:ﬁdrﬁ‘sgumsaz:lr:ré%:gs&::l;:?gey:;n September 30, 2019, diluted net income per share for the 5

Slide No. 5 shows major items of profit and loss in comparison to the previous period and
the forecasts.

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

Net sales decreased by 370 million yen or 3.0% from the forecasts.

Concerning domestic sales, sales in the dental business decreased by 418 million yen
due to sluggish sales of all product lines, resulting from the intensified competition in the
market. While sales in the nail care business increased compared to the previous period,
they decreased by 78 million yen in comparison to the forecasts. As a result, domestic
sales overall decreased by 500 million yen or 7.0%.

As for overseas sales, although sales in the nail care business decreased, sales in the
dental business exceeded the forecasts in all regions excluding Europe. Due to a positive
foreign exchange effect of 91 million yen in addition to the favorable sales in dental
business, overseas sales increased by 130 million yen or 2.4%.

Concerning profits, although net sales decreased, operating income, ordinary income
and net income increased by 145 million yen or 22.8%, 192 million yen or 32.6% and 199
million yen or 57.6%, respectively, due to an improvement in the cost of sales ratio and a
decrease in selling, general and administrative expenses.



Sales by Product Categ ory = Summary of 2nd Quarter Consolidated Business

. . - Performance for Fiscal Year Ending March ﬁ
Comparison with PreyioUs{Enu))
Unit: millions of yen
Figures in parentheses represent percentage changes; unit: %
Fiscal March Fiscal March Cange from previous period
2018 2019

(2Q Resulis) (2Q Resulis) Domeslic | Overseas
Artificial teeth 1,948 2,150| 201 (103) -38 239
Abrasives 1,983 2,072 88 (45) -12 101
Metal products 123 ]20| -2 (-23) -2 -0
Chemical products 2,326 2,500| 173 (7.5 -25 198
Cements and others 988 1,072 84 (85) -16 100
Equipment and others 3,071 3,013 -57 (-1.9) -55 -2
Dental business total 10,441 10,929 487 (4.7) -149 637
Nail care business 1,210| 1,198 -12 (1.0 53 -65
Other 49 51 2 (49 2 0
Total 11,701 12,179 478 (4.) -94 572

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

Chinese yuan (CNY) and New Taiwan dollar (NTD)) on overseas net sales was +64 million yen.
SHOFU INC. (Dental business +68 million yen, Nail care business -3 million yen) 6

Slide No. 6 shows net sales by product category in comparison to the previous period.

Of 478 million yen increase in sales, sales in the dental business increased by 487
million yen, and sales in the nail care business decreased by 12 million yen.

In the domestic dental business, sales decreased by 149 million yen due to generally
sluggish sales of our flagship product lines such as equipment and others, artificial teeth
and chemical products resulting from the intensified competition in the market, despite
sales contribution from the new products.

In the overseas dental business, sales increased by 637 million yen due to the positive
foreign exchange effect of 68 million yen in addition to strong sales of each region’s
flagship products lines such as chemical products, artificial teeth, which exceeded the
results for the previous period.

In the domestic nail care business, with sales driven by each brand of gel nail products,
sales increased by 53 million yen.

In the overseas nail care business, although sales continued to remain robust in
America, sales decreased by 65 million yen due to a sharp decrease in sales in Taiwan
where competitors are taking increasingly aggressive actions.



Sales by Product Category
(Comparison with Forecas]

of 2nd Quarter C

Business

Performance for Fiscal Year Ending March 3

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

Fiscal March | Fiscal March Cange from Forecast
(2Q Egr:::usﬂ [mz'? . ts) Domestic | Overseas
Artificial teeth 2,095 2,150 54 (2¢) -57 112
Abrasives 1,980 2,072 92 (4.8) -26 118
Metal products 135 120 -14 (-11.0) -14 -0
Chemical products 2,513 2,500 -13  (-0.5) -75 62
Cements and others 1,059 1,072 12 (1.2) -36 48
Equipment and others 3,328 3,013 -315  (-9.5) -207 -107
Dental business total 11,114 ]0'929 -184 (-1.7) -418 234
Nail care business 1,380 1,198 -182 (-13.2) -78 -104
Other 55 51 -4 (-7.6) -4 0
Total 12,550 12,179 -370 (-3.0) -500 130

*The effect of foreign currency fluctuations (U.S. dollar (USD), Euro (EUR), British pound (GBP),
Chinese yuan (CNY), Indian Rupee (INR) and New Taiwan dollar (NTD)) on overseas net sales was

+91 million yen.

SHOFU INC. (Dental business +90 million yen, Nail care business +1 million yen)

7




Domestic Sales

efactors | | Negative factors
Dental business: Year on year decrease of 149 million

yen (-2.5%)
Dental filing composite resin and new CAD/CAM-
related products contributed to sales.
| 1 sales of artificial teeth, chemical products and other
existing flagship products decreased.

Nail care business: Year on year increase of 53 million
yen (+7.4%)
| | Sales were driven by existing and new brands of gel
nail products and the brand for general consumers.
Other businesses: Year on year increase of 2 million
yen (+4.9%)
Principal new products launched during recent fiscal
year (dental business)
B Dental filling composite resin
BEAUTIFUL Flow Plus X (Chemical products)
B Digital oral imaging device
EyeSpecial C-lll (Equipment and others)
¥ Digital impression molding device
TRIOS3 oral scanner (Equipment and others)

B Resin material for dental cutting processing
SHOFU BLOCK HC HARD (Equipment and others)

of 2nd Quarter C Business

Performance for Fiscal Year Ending March %
|

nit: Milli f yen; in

6,773 6,679
i;_M. : (0.8)
Endd cros) i‘li (11.5)

| (88.7)

6,009 5,860 (87.7)

Fiscal March 2018 Fiscal March 2019
2Qresults 2Qresults

Dental w MNail care n Other 8




Business

overseas Sales - of 2nd Quarter G

l actors |1 Negative factors
= North America and Latin America: Year-on-year increase of
85 million yen (+6.3%)
Flagship chemical products, abrasives and nail care
business remained strong.
Local currency basis: Year on year increase of 102 million yen (+7.5%) Asi d
= Europe: Year-on-year increase of 130 million yen (+6.7%) el Bost Osc':;';a
| | Chemical products and artificial teeth remained robust. 1,630 ] i
Local currency basis: Year on year increase of 80 million yen (+4.1%) 1 (36.1) (36.0)
= Asia and Oceania: Year-on-year increase of 356 million yen (33.1
(+21.9%)
| 1 In China, sales of almost all product lines, mainly Europe
flagship artificial teeth remained strong. 1.933 2,063 2,013
[ 11 1Inother Asian markets, sales of all product lines, (:5:9 2) (37.5) (37.0)
mainly artificial teeth remained strong. Sales in the nail i 1
care business dropped sharply in Taiwan.
Local currency basis: Year on year increase of 324 million yen Noﬁ':i:"d
(+19.9%) 1,364 1,449 (1467 | pperica
China: Year on year increase of 280 million yen (+35.2%) B27.7 (26.4) (2?,0%
Elsewhere in Asia: Year on year increase of 76 million yen (+9.1%) § T
= (Dental business) Overseas sales ratio of 46.4% mcz‘:;l‘;“" H";gl\;“' F";‘;',;’“'
(42.4% for the same quarter of the previous fiscal year; 46.0% after 2Qresults 2Q Results 2Q Results
adjustment for fluctuations of foreign currency exchange rates) affer *
adjustment
* The results of the quarter under review after adj for ions of foreign y for foreign
h tes h (] lculated based th h t d for th Its of cumency
SHUFU INc‘ f::fi:r;gle;:ain::: ME:'::BZE;JBE {:] sed on € 5ame exc ange rates use: or e results ol hurﬁlaﬂon g

Slide No. 9 shows the status of overseas net sales by region in comparison to the
previous period.

In North America and Latin America, despite a negative foreign exchange effect, sales
increased by 85 million yen or 6.3% due to strong sales of our flagship chemical
products, abrasives and nail care business.

In Europe, sales increased by 130 million yen or 6.7% due to a positive foreign
exchange effect in addition to robust sales of our flagship product lines, mainly chemical
products and cement products.

In Asia and Oceania, sales overall increased by 356 million yen or 21.9%.

Of these, sales in China increased by 280 million yen or 35.2% due to a positive
exchange effect in addition to strong sales of almost all product lines, mainly our
flagship artificial teeth.

Sales in other Asian markets also increased by 76 million yen or 9.1% due to strong
sales of all product lines, mainly our flagship artificial teeth, despite a drop in sales in the
nail care business and a negative foreign exchange effect.



Performance by Segment

= Summary of 2nd Quarter Consaolidated Business

. Performance for Fiscal Year Ending March 3
(Sales and Operating Incom " 3}
Unit: millions of yen. Figures in parentheses represent
percentage of sales and percentage changes (unit: %)
Fiscal March | Fiscal March | Fiscal March
2018 2019 2019 Changefrom | Change from
(2@ Resulis) | (2Q Forecasf) | (2Q Resulls) | previous Period Forecast
Amount Amount Amount
(% of sales) (% of sales) (% of sales)
Dental Net Sales 10,442 11,114 10,929 487 -184
Operdling expenses 9.724 10,524 10,126 402 -397
Operaling income 717 589 802 85 213
[opercing income margin) (6.9) (5.3) (7.3)
Nail care Net Sales 1,210 1,380 1,198 -12 -181
Operaling expenses 1,196 1,337 1,228 3N -109
Operating income 13 42 -29 -43 -72
{opercting Incame margin) (1.1) (3.1) (-2.5)
Other Net Sales 52 55 55 3 0
Operafing expenses 43 48 46 2 -1
Operalfing income 8 7 9 0 1
(Y ———— (16.8) (13.4) (16.2)
Total before Net Sales 11,705 12,550 12,183 478 -366
consolidation ~ Operafing expenses 10,965 11,910 11,401 436 -509
: Operafing income 739 639 781 42 142
adjustment (opevoRng ncome morgie) (6.3) (5.1) (&.4)
Consolidated  Net Sales 11,701 12,550 12,179 478 -370
Operating expenses 10,958 11,910 11,394 436 -516
Operdfing income 742 639 784 42 145
[opeeciing incame margin) (6.3) (5.1) (6.4)
SHOFU INC. 10

Slide No. 10 shows net sales and operating income by segment in comparison to the
previous period and the forecasts.

Net sales are as described before. Operating income increased by 42 million yen year
on year, and increased by 145 million yen from the forecasts.

A year-on-year increase in operating income is due mainly to an increase in sales in the
dental business and an improvement in the cost of sales ratio. An increase in operating
income in comparison to the forecasts is due mainly to an improvement in the cost of
sales ratio in the dental business and a decrease in selling, general and administrative
expenses.

10



Contributors to Change

Summary of 2nd Quarter Consolidated Business

in Operating |ncome PsdummhrFiscalYealEMingM%

Unit: millions of yen '@

1,500 [ Total SGA -311 million yen ]
r ]

(2)Decrease in
sales cost ratio

1,200 - (1)Increase

in sales
(quantitative basis) 9% gremnmmeeneaea,
207 i Increaseof |
e {
0 230 _ 22 B 45| 13 i42 million yen}l
(3ncrease in )0 ecrease.in Fsll 26 TR

"""""" Personnel costs . (S)liicrease i (8)Decrease in |
(SGA) Advertising  pep expenses (D)e reciation (7)Inc in SVEMects of
600 1 L Expenditures ey P (7)Increase in foreign
(SGA) {SGA) (SGA) other expenses Currency
{S(%ﬁuctualion
42 78
300 -
«Op ing i of
subsidiaries: +8 million yen
*Individual imports and

exports: +20 million yen

0 2, Fiscal . +Adjustment: -3 million yen 20, Fiscal
March 2018 March 2019
Operating Operating
income income
*The contributing factors in items (1) to (7) do not incorporate the effects of
fluctuations of foreign currency exchange rates.
SHOFU INC. 11

Slide No. 11 shows the contributors to change in operating income in comparison to the
previous period.

Operating income increased by 42 million yen or 5.7%.

This is mainly due to an increase in net sales and an improvement in the cost of sales
ratio, which were led by active investment in R&D and sales promotion activities, although
these activities pushed up selling, general and administrative expenses.



Financial Condition:

of 2nd Quarter C i Business

M - B I Sh Pﬁh’nnncalmFiuﬂYWEndimMnmﬁ
djor. balance e AGLLUIIILS _
Unit: millions of yen a
FR;LT:““ N\i?\;:s;;:'l Change Major confribulors fo changes, special notes|
Cash and deposits 5,733 5,380 -352 |pecrease in cash and deposits
Noles and bills receivable, I e ivabl
frade accounts receivable 3,285 3ne -169 In wkade
Inventory 5,871 &,470 E98 |Increase in merchandises
acurif i w ini fies due to
6,669 6,647 -22 market value fluctuafions
Ofhers 9,330 9.319 -10
Total Assels 30,890 30,933 42
Long-term and short-ferm !
borowlings 1,484 1,239 -244 |Decrease in long-term loans payable
Reserve for refirement benefits and
directors' refirement benefits 221 227 8
Ofthers 5,026 4,890 135 r:‘zl:’:ﬂl;:ef:nehduehx liabilifies and
Total Liabilities 6,733 6,357 -376
Total net assets 24157 24,576 a19|nrecse inforeign curency ransiaon
Total Liabiliies and net assets 30,890 30,933 42
Shareholders' equity ratio 77.8% 79.1% 1.3P
Shareholders’ equity per share 1.512yen | 1,538yen 26yen

SHOFU INC.

12

Slide No. 12 shows major balance sheet accounts in comparison to the end of the

previous fiscal year.

Total assets increased by 42 million yen to 30,933 million yen.

Total net assets increased by 419 million yen to 24,576 million yen. As a result, the
shareholders’ equity ratio rose 1.3 points, to 79.1%, from the end of the previous period.

12



Capitallinvestments, Depreciation
Expenses, R&DExpenses

of 2nd Quarter C

Business

Performance for Fiscal Year Ending March 3

Unit: millions of yen

Fiscal Fiscal Fiscal Change from| Change
March 2018 | March 2019 | March 2019|  previous from
(2Q Results) | (2Q Forecast) | (2Q Resuls) Period Forecast
Capital investment 321 644 511 189 -133
Depreciafion expenses 465 471 425 -40 -46
(of which rfizati f
(;cdw(i:lnumo zation of 52 54 42 .10 J12
R&D expenses 692 822 739 47 -83
Foreign exchange rates
Us dollar 111.42 105.00| 110.07 -1.35 5.07
Euro 126.63 130.00 129.88 3.25 -0.12
Pound sterling 144.38 150.00 146.99 2.61 -3.01
Renminbi 16.42 16.50 17.05 0.63 0.55
+ 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 ge rates.
SHOFU INC. 13
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“Overview of Forecast of Business
=} Fgrecssl of Cm»daled Business Performance for
..‘J. r Fiscal Year Ending March 31, 2019 A

[l Positive factors |1 Negative factors Wi’

2 Net sales will total 25,725 million yen (an increase of 7.1%)

P’L Domestic net sales will total 14,453 million yen (an increase of 5.9%)

| l. In the dental business, we expect sales to increase by 4.4% (+531 million yen) due to the
development of activities to supply information to dental care workers, as well as the promotion of
sales activities focused on flagship areas.
<New product sales: 3,019 million yen, or 18.1% of non-consolidated net sales>
l l *In the nail care business, we expect sales to increase by 17.3% (+250 million yen) due to the
promotion for increase of sales centered on new brand which was introduced to the market in the
previous fiscal year, and flagship product line of gel nail products.
Overseas net sales will total 11,271 million yen (an increase of 8.6%)

l « In the dental business, sales are expected to increase by 8.8% (+822 million yen) due to the
continued expansion of our sales network, strengthened partnerships with other companies, and

| |. In the nail care business, sales are expected to increase by 6.8% (+71 million yen) as we strengthen
sales activities in the American and Taiwan markets.

< Operating income will total 1,737 million yen (an increase of 16.0%).

Ordinary income will total 1,630 million yen (an increase of 4.2%).
Net income will total 1,109 million yen (an increase of 26.4%).

l l. Although selling, gt | and admini p will increase due to proactive investment of
sales activities, effects of higher sales are expected to cause operating income to increase by 16.0%.
l +With the absence of effect of foreig I profit and impai loss of goodwill which occurred in the

previous fiscal year, ordinary income increased by 4.2% and net income increased by 26.4%.

* “Met income” figures are figures for "Net income attributable to owners of parent™ after the application of 15
the Accounting Standard for Business Combinations, etc.

Slide No. 15 shows the business forecast for the fiscal year ending March 2019,
compared to the previous period.

Concerning the full-year forecasts, we have made no revision to the forecast figures
announced on May 10, 2018.

We anticipate net sales to increase 7.1% year on year, to 25,725 million yen.

Broken down, domestic net sales will be 14,453 million yen, an increase of 5.9%, and
overseas net sales will be 11,271 million yen, an increase of 8.6%.

In our domestic dental business, we will develop activities to provide information to dental
professionals and promote sales activities focused on flagship areas.

In our domestic nail care business, we will strive to further promote sales of ageha, a
new brand that we launched in the previous period, and gel nail products such as LsE*D
Gel Presto.

In the overseas dental business, we will continue expansion of our sales network,
strengthen partnerships with other companies, and accelerate business development
overseas.

In our overseas nail care business, we will continue to strengthen sales activities,
especially in the American and Taiwanese markets.

In terms of income, although we will step up investment for future growth, including
personnel costs, and although selling, general and administrative expenses will increase
due to proactive investment in sales activities, the effect of higher sales plus
improvement in the cost of sales ratio is expected to cause operating income to increase
by 16.0%.

Also, we expect ordinary income to increase by no more than 4.2% due to the absence
of the effect of foreign exchange profit, which occurred in the previous period. In addition,
with the absence of effect of impairment loss of goodwill related to Merz Dental GmbH,
which also occurred in the previous period, we project net income to increase by 26.4%.

15



Comparison of Major Statis{

L

= Forecast of Consolidated Business P
Fiscal Year Ending March 31, 2019

k-

<= Net sales and Net income increased compared to fiscal March 2018

Units: millions of yen, %

Fiscal March 2018 Fiscal March 2019 Change From
Business Pedformance Forecast Previous Period
(% of sales) (% of sales) (% change)

Net sales 24,031 (100.0) 25,725 (100.0) 1,694 (7.1)
(Domestic sales) 13,652 (56.8) 14,453 (56.2) 800 (5.9)
(Overseas sales) 10,378 (43.2) 11,271 (43.8) 893 (8.4)

Operating income 1,497  (6.2) 1,737 (6.8) 240 (16.0)

Ordinary income 1,565  (4.5) 1,630 (6.3) 45 (4.2)

Net income 877 (3.7) 1,109 (4.3) 231  (26.4)

Net income per share 55.20yen 69.77yen 14.57yen

Return on shareholders' equity 3.8% 4.6% 0.8p

Foreign exchange rates
US dollar 110.81 105.00 -5.81
Euro 129.45 130.00 0.55
Pound sterling 147.27 150.00 273
Renminbi 16.64 16,50 -0.14

* “Net income™ figures are figures for “Net i to of parent” after the
SHOFU INC. application of the A Standard for Busi Combinati etc. 16
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Sales by Product Catego 2 Forecat of ConsoldiedBusiness Peomanss o
Fiscal Year Ending March 31, 2019
Unit: million:;%
Figures in parentheses represent percentage changes; unit: %
Fiscal March Fiscal March Cange from previous period
2018 2019

(Results) (Forecast) Domestic | Overseas

Artificial teeth 4,077 4,352 274 (6.7) 50 223
Abrasives 4,006 4114 108 (27) 43 65
Metal products 247 271 24 (9.7) 23 0
Chemical products 4,770 5 , 143 393 (8.2) 105 287
Cements and others 2,044 2,170 126 (6.2) 71 54
Equipment and others 6,300 6,728 427  (4.8) 236 191
Dental business total 21,446 22,800 1,353 (4.3) 531 822
Nail care business 2,485 2,806 321 (129) 250 71
Other 98 117 18 (19.2) 18 =
Total 24,031 25,725| 1,694 (7.3) 800 893

* Overseas sales decreased by 154 million yen due to the effect of foreign currency
fluctuations (US dollar, euro, pound sterling, renminbi, New Taiwan dollar, Indian Rupee).
SHOFU INC. (Dental business -144 million yen, MNail care business -10 million yen) 17

Slide No. 17 shows sales by product category compared to the fiscal year ended March
2018.

Overall, we forecast sales to increase by 1,694 million yen. Of this, we expect 1,353
million yen to be in the dental business and 321 million yen to be in the nail care
business.

In both the domestic and overseas dental business, we will aim to expand sales,
focusing on equipment, including digital cameras for dentistry and CAD/CAM-related
products, as well as our flagship chemical products and artificial teeth.

In the nail care business, we anticipate sales to increase both in the domestic and
overseas markets.



Domestic Net Sales

<+ Dental business:
Year-on-year increase of 531 million yen (+4.4%)

= we will enhance our sales promotion activities in
our major focus areas and provide information
activities towards dental professionals.
<+ Nail care business:
Year-on-year increase of 250 million yen (+17.3%)
= we will promote sales increase of new brand and
flagship product lines of gel nail products.
<+ Other businesses:
Year-on-year increase of 18 million yen (+19.2%)

<+ Principal new products launched during recent
fiscal year.
= Dental filling composite resin
BEAUTIFUL Flow Plus X (Chemical products)
= Digital oral imaging device
EyeSpecial C-lll (Equipment and others)
= Digital impression molding device

= Forecast of Consolidated Business P for
Fiscal Year Ending March 31, 2019

rep

AL

13,652 14,45
98 (0.7) w08

W lé'ﬁ,?)

(88.7) (87.5)

oLLZL
rALNAl

TRIOS3 oral scanner (Equipment and others) Fiscal March 2018 Fiscal March 2019

= Resin material for dental cutting processing
SHOFU BLOCK HC HARD (Equipment and others)
SHOFU INC.

Results Forecast
Dental » Nadil care 11 Other

18
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Overseas Net Sales

= Despite the negative effects of foreign

nit: million

f

2 Forecast of Consolidated Business Performance for
Fiscal Year Ending March 31, 2019
n; figures in ntheses ==

sent com, nt ratio

currency fluctuations (-154 million yen), net 11,271 11,426
sales overall are expected to increase by .
8.6% due to strong performances in all 10,378
regions.
.‘F?L?uv:t:\:‘:ﬁitﬁzsr;gi;%?cam the growth rate on 4,072 4,108 .:)sclza?ﬂ:
loc ?curmncy basis. 3,594 (36.1) (36.0)
North and Latin America +0.6% (+ 6.0%) (34.6)
Europe +9.7% (+ 9.1%) &
China +11.9% (+12.9%
Asia (Other) +14.6% (+15.7%
< Foreign exchange rates Europe
= USD1=JPY105.00 4,523
(JPY110.81 in the previous fiscal year) 4,147 (4&%42 y (39.6)
(Effect: -171 million yen) (40.0) - Eorn o8
= EUR1=JPY130.00 . Latin
{JPY129.45 in the previous fiscal year) . America
(Effect: +17 million yen)
= RMB1=JPY16.50
651 2,794
(JPY16.64 in the previous fiscal year) (zé?: '(22' 3.5) (24.4)
(Effect: -16 million yen) y ! E
- (Dental business) Overseas sales ratio Fiseol Year 2018 Fiseol Year 2019 Fiscal Yeor
44.6% (43.5% in the previous fiscal year) . = !or-?u‘::auw
(44 9% after foreign currency translation adjustment) ” IMU”'“"'
* The fiscal March 2019 forecast after adjustment for foreign currency n has beenr'n ooian cumensy
SHOFU INC. calculated based on the same foreign exchange rates used for the fiscal Man:h 2018 results. 1 9
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Performance by Segment

(Net Sales and Operating

Heum2

Unit: millions of yen. Figures in parentheses represent

2 Forecast of Consolidated Business Performance for
Fiscal Year Ending March 31, 2019

ge of sales and p ges (unit: %)
Fiscal March 2018 | Fiscal March 2019
(Results) (Forecast) Change from
i Aot Previous Period
(% of sales) (% of sales)

Dental Net Sales 21,447 1,353
Operating expenses 120,037 1,187
Operating income 1,410 165

[eperating income margin} (6.8) (6.9)
Nail care Net Sales 2,486 2,806 320
Operafing expenses 2,422 2,661 238
Operafing income 63 145 82

[eperating Income margin} (2.5) (5.2)
Other Net Sales 105 117 12
Operating expenses 87 101 13
Operating income 17 16 -1

{opercling ncome morgin} (16.8) (13.7)
Total before Net Sales 24,038 25,725 1,686
consolidation  Operafing expenses 22,547 23,987 1,439
Operating income 1,49 1,737 246

adjustment (apetating incame morgin) (62) (6.8)
Consolidated Net Sales 24,031 25,725 1,694
Operafing expenses 22,533 23,987 1,454
Operafing income 1,497 1,737 240

{operating income margin} (6.2) (4.8)

SHOFU INC:. 20
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Contributors to Change in
. 2 Forecast of Consolidated Business Performance for
Operating Income et G

Unit: millions of yen

[ Total SGA -1,056 million yen ]

13,000 4 I 1

]
2,500 (2) decroase (3} Increase in l 202 l ______________
i Personnel =77 1 i ‘:
cost ratio C;;"‘ (4) Increase in i Increase of H
BeA) Advertising - o0 1240 million yen:
12,000 4 1,059 Expendituras (5} "'::au“ " S
(SGA) (6) Dacrease in

"";21::” Depreciation | R

(5GA)

1 T - WSTR[
(1) Increase rail
insales Currency
(quantitative basis) fluctuation
1,000 | __—
49 +Operating income of overseas +73
9 subsidiaries: -9 million yen
s00 4 +Individual imports and

exports: -79 million yen
-Adjustment: -0 million yen

4]

Fiscal Fiscal

March 2018 March 2019
Operating profit Operating profit
* The figures in items (1) to (7) do not incorporate the effects of foreign currency fluctuations.
SHOFU INC. 21

Slide No. 21 shows contributors to the change in operating income compared to the fiscal
year ended March 2018.

Although selling, general and administrative expenses will increase greatly due to
increases in personnel costs, advertising expenditures, R&D expenses and others, we
forecast the upside factors of an increase in sales and improvement in the cost of sales
ratio to increase operating income by 240 million yen.



Impact of Foreign Exchange

e
F|uctuati0l‘l5 iscal Year Ending 1, 201 “%
Forecast for Fiscal March 2019 (Unit: millions of yen)
Impact on consolidated
Foreign exchange rate business performance Per yen of yen strength
Fiscal Fiscal
March March Operating Operating
2018 2019 LI income L income
actual estimate
US Dollar = 110.81 105.00 -171 -78 -29 -12
Euro 129.45  130.00 17 4 -32 -5
GBP 147.27  150.00 7 0 -2 1]
RMB 16.64 16.50 -16 -15 -117 -59
+ 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. 22

Slide No. 22 shows the anticipated impact of foreign exchange fluctuations of major
currencies such as the US dollar and euro in the fiscal year ending March 2019.



Trends for.Sales Ratio of New Products;

= Forecast of Consolidated Business Performance for
Fiscal Year Ending March 31, 2019 &
SHO ir
Ratio of sales of new products to total sales (products

developed in-house or purchased) (Non-consolidated basis) 223

211 Unit: %

New products: Products within

36 months of launch 15.7

85 B v . D v na3

7.1 8

o
=1

X
n
e
]
*)
n
M
o
)

.

002 Yoie 3514
002 Y2IEN [BIs]4
002 YoIe 3514
002 YoIel 351
1002 YoieN sty
0z yorew asid |

=]
-
=
E
2
B
n
=1
=1

8661 YdIEW [BISl]
BE6L YdeN [easly
| 0002 Y2ien BIsd
002 Y2IEW [BI54
8002 Y2IEN RIS |
002 Y2IEW [BIsl]
02 Yy2eN [easid
0F Y2EN [Basld
2 10Z yauew [easl4
0Z YueN [Bs14
5102 Yyauew [edsld
LOZ YEN [BI514
LOZ YEN [BI514
8102 YN [RI514
15e90.04
6 LOZ youey [easl4

@ =

Products developed in-house ~ —Goods purchased  -e-New products total

* Major goods purchased: Johnson & Johnson products, EMS ultrasonic scalers and ro
SHOFU INIC. c3n3| treatment equipment (reamers/files) 23

02 6102 YAEN [BISI]

-

Slide No. 23 shows trends for the sales ratio of new products.

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

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

After the sales ratio of new products had exceeded the target of 15% for three years
since the fiscal year ended March 2014, it fell short of the target in the fiscal year ended
March 31, 2017 and the fiscal year ended March 31, 2018. However, it recovered and
nearly reached 15% during the second quarter of the fiscal year ending March 31, 2019.

In the fiscal year ending March 2019, we expect to reach 18.1% thanks to the
contribution to sales throughout the year of new products launched in the previous
period, plus the effect of new products launched in the current fiscal year.

Going forward, we will strive to maintain a ratio of 15% or higher by increasing sales of
new products, especially new products developed in-house.
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Trends for Gross ProfitMargin

= Consolidated
The gr rofit in rate has
fe ﬂ| T HEAIS
tha o the int yc ion
o uc| velo n-house
ahd cost-reductioh measures

NS
- =

e
/1n April 2003,
copayment rate apf:zd

56.4 to pérsons paying medical
55.8 insurance premiu

1553552554 55 1552

5 !
vraised to 30%./ 54.9

= Forecast of Consolidated Business P
Fiscal Year Ending March 31, 2019

Unit: %

SHOFU INC.

55.1
\..,. e 8
,’ S 53.0 The gross profit margin has been on a rise
g due to an increase in overseas sales of
In/September 1997, in-house products with high profit margins
copayment rate applied 526 ﬁ":,‘“ﬁ“‘“,“‘"m ::h eved as
o pérsons paying medical == Aresutole system 9
insurance premiu 52.0 a7
\raised to 20%.{'
Yo -

2 P F 7 F F P RoR o2 g oo o2eog R s R _PdEm
s858,8, 8,8, 8, 8,8, 8, 8, 0,8, 8,0,0,0,0,0,0,8,050:8
2:3%2828282222882822z383z22222222-SS-8-S-%>3<
3378787878508, 85 858585 555505 505055505 558

4 4 4 4 4 84 84 84 6 6 6 6 6 6 6 6 6 a6 a6 a6 o 623

= = 2 = = = = = = - = = = = = = = = = = = = g -
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Slide No. 24 shows trends for gross profit margin rates.

We will pursue a higher profit margin from volume effects and by reducing costs

through production relocation.
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Trends for Overseas Sales and ——
J = Forecast of Consolidated Business P
OVerseas Sales Ratlos Fiscal Year Ending March 31, 2019
[ SHOFL)
464
Overseas sales (millions of yen) 44.6
—a—Dental business overseas sales rafio (%)
=8~ Overseas sales rafio (%) 3.8
\es. z
expaﬂsw“dsa = S
o with the b
hasnsB“ < =
ripution t© profits w el ¥
t -
Thgcot\ ~ =
19.1
-
1 *
s 8
- B w
2R B ol 83
» Mo e B “ sé S 8 § E § 8
=
dREg e R
2 = = 3 =3 =3 3 3 3 F 3 3 3 F =T =B =B =B = ::'::.::'3=
58 o8 98 u8 58 8 o8 u8 58 8 o8 o8 48 58 8 48 48 48 48 48 48 88 3B
dpizsziznzapezezezizszSzozipipozazozogaiesjriz
9999%9%999999%99999%9%;;
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SHOFU INC.

Slide No. 25 shows trends for overseas sales and overseas sales ratios.

Overseas sales have increased every year since the fiscal year ended March 2010.

Going forward, we will continue to shift the allocation of management resources to

overseas markets to a large extent with the aim of further expanding overseas sales.
This graph emphasizes the dental business overseas sales ratio, shown in orange.
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SHOFU INC. 26
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Business Environment AWaIENESTRE S s ==

Domestic dental market o
*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

<

SHOFU INC. 27

Slide No. 27 shows business environment awareness in the domestic and overseas
markets.

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

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

Overseas, however, there is a market that is currently around 13 times the size of the
domestic market. In addition to this, when considering the economic growth and rising
living standards in regions worldwide, including developing nations, demand for dental
care is anticipated to increase dramatically.

Even accounting for the differences in price level, Shofu believes that in 10 years, the
global dental market could grow to 20 times or more the size of the Japanese dental
market.
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ViSion for our company: = Future Business Environment and Medium-
Medium-to Long-term BasitiD 1LY AN N _LA.FT.

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

» Group net sales: 50 billion yen
Lompany-widé  <Domestic sales: 17 billion yen;
overseas sales: 33 billion yen>

targets

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

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

SHOFU INC. 28

Slide No. 28 shows the vision for our company to pursue over the medium- to long-term.

Since its establishment, Shofu has pursued its business as a comprehensive
manufacturer of dental materials and equipment in line with its Corporate Philosophy of
“Contribution to dentistry through innovative business activities.” However, with an
overseas market at least 13 times the size of the domestic Japanese market, Shofu’s
contribution and presence to date has been insufficient.

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

Accordingly, while maintaining and expanding our business base in Japan, we will
strive to expand our overseas business by dramatically shifting the allocation of
management resources to overseas markets. By so doing, we aim to achieve group net
sales of 50 billion yen and operating income of 7.5 billion yen and to raise our
contribution to and presence in dentistry worldwide.
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Fiscal 2018 to 2020 Medium=term = it sy Eoonmon g e
Management Plan : ComPE RN E RO .

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

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

gmpany-wide
targets
for fiscal
March
2021

> ROE 6.0%
Key issues in order to achieve goals

R&D ¥ Development and introduction of new products that match the local P ti
demands romotion
- - - - - of M&As

¥ Relocation of production base and expansion of offshore production  FERSTESSTRES

Sales ¥ Improvement of our sales network / Realignment of sales offices pt::sg::!:%l

v Establishment of domestic and international academic networks business
m v Development of human resources and securing the skilled employees [ aktElD)

SHOFU INC. 29

Based on that view, we formulated the Third Medium-term Management Plan, which
covers the period up through the fiscal year ending March 2021. Slide No. 29 shows an
overview of the plan.

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

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

I will now explain the specific efforts that we will make with respect to each issue.
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Specific Efforts' — Research > Fulure Business Environment and Medium-
and Long-term Business Strategies
and Development %

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

- Deve|oping products Trend in R&D investment
with a worldwide
vision

© 9RLD expenses (milions of yen) ~_-As a percentage of soles ()

2 Developing new S O T T4 38 N
products for regions’ | eeestfee T T wa bl g eabs 62634241
middle-class and
high-volume
segments

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

SHOFU INC.

Slide No. 30 shows priority efforts related to research and development.

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

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

Furthermore, as well as opening up new business fields related to CAD/CAM, we have
also begun selling implants developed in-house and produced in Japan.
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Specific Efforts — Produc 1 2 Future Business Environment and Medium-

and Long-term Business Strategies ’

< Relocation of 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

1) limited productions capacity of SHOFU
Headquarters

: 2) high production costs in Japan

Shiga Shofu (Shiga) Shofu products  Nail Labo (Saitama) 3) currency fluctuations

kyoto (Kyato} 4) high shipping costs for hazardous and

S Expanding overseas production | s e Servery service to users

Overseas manufacturing Group companies 6 high tariff
rll-‘-':-"n-. :
ia ; =114
| -
Shanghai Shofu Dental s 1
SHOFEL __Materials Co., Ltd. (China) Advanced Healthcare Ltd. (UK) Merz Dental GmbH.( Germany } o3

Slide No. 31 shows priority efforts related to production.

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

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

Overseas, meanwhile, since the acquisition of the German artificial teeth manufacturer
Merz Dental has given us a relatively large production base in Europe, we will increase
its utilization while also considering the establishment of production bases in other
regions.
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Specific Efforts — Produc °:n“rm“£&mm“é

< Relocation of production base and expansion of
offshore production

Spit up Promech’s dental Subsidiarization of
business to Shoken Merz Dental GmbH,
i ) a German artificial teeth
Nail Labo absorbed Promech Relocation ;ﬁmdm Manufacturer
. - Changed the company name to
Aimed for stabilization of HOFU PRODUC : Completed new
managementbaseandbusiness PRODUCTSKYOTOING. ﬁ*g“ufggg”"""“ pase plant in the SHOFU
efficency headquarters
March, 2013 July, 2014 April, 2015 March, 2017
. N X
FY2013/3 FY2014/3 FY 2015/3 FY 2016/3 FY 2017/3 FY 2018/3
A S S—— i
March, 2014 January, 2015 September, 2015
Completed CADICAM Completed new plant at Established CAD/CAM processing
processing center at Shoken Shiga SHOFU company in Gemany
(Digital Dental Senvices GmbH)
SHOFU INC. #:We are gradually developing production bases in other important countries and regions. 39
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Specific Efforts —, Sales ] Fumroeu_sinosssn_vimnmenls'!dmmum-

and Long-term Business Strategies '

[ Overseas sales Group companies ] e
<Improvement of our sales network

[ _ Develop a network of overseas distributors. J

Eu, Jl-.
<-Realignment of sales offices M

) Establish new overseas sales bases. J oz el Dartal
(U.S.A) (Gormany)

<-Establishment of domestic and
international academic networks

() Build an organization that can advertise the J 2 et PR

company’s products and services directly to

Shofu Dental  Shofu Dental Asia-Pacific  Merz Dental
users.

Trading (Shanghai) PTE (Singapore) GmbH.(Germany)
. Co., Ltd., (China)
fj Enhance and expand MDR* activities. J [ Other overseas bases ]

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

J—E | ] Sales base : England, Taiwan, Italy
- - —0

»Improve our »Enhance academic »>Speed up the product
customer service activities registration work
SHOFU INC. 33

Slide No. 33 shows priority efforts related to sales.

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

Specific efforts overseas include the establishment of a local subsidiary in Singapore
and the establishment of bases in Mexico, Italy, and Taiwan in order to strengthen sales
activities in each of those regions. We will also increase utilization of Merz Dental’s sales
network.

Furthermore, last year we established sales companies in Brazil and India. Going
forward, we will gradually develop and enhance our sales network in key countries and
regions.
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Specific Efforts — Sales ® wmmﬁmw&me

<Realignment of sales offices
Established Sales Company

Incorporated Sales Branch

. for Dental Implant in Japan Established

in Singapore K .

(SHDIg:UpIgental Entry into the Implant business Sales Company

Asia-Pacific Pte. Led.) (SHOFU BIOFIX Inc.) in India
Established Sales Branch Established Sales ~ (SHOFU Dental
in Italy Branch in Taiwan India Pvt. Ltd.)

April, 2013 April, 2015 May, 2015 April, 2017

FY2013/3 FY2014/3 FY 2015/3 FY 2016/3 . FY 2017/3 FY 2018/3

June, 2014 April, 2015 January, 2017

Established Subsidiarization of Established

Sales Company Merz Dental GmbH, Sales Company in Brazil

in Mexico a German artificial teeth (SHOFU Dental Brasil

(SHOFU Mexico Manufacturer Comercio De Produtos

SdeR.L.deC. V) Odontologicos Ltda.)
GHERG G *Weare planning o establish sales bases in other important countries / regions. 34
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Irends for. Sales by Region

and Long-term Business Sn'mles

—Northand Latin Am e CaME=I | {I1IE

Unit: millions of yen
North & Latin Europe Sales
America Sales P

2,635
2446 5479

Fiscal March 2016
1953 Acquisition of
1,573 Merz Dental GmbH
1.809
1.054 1178 1.598
1,239 1.261
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2 Future Business Environment and Medium-

Irends for:Sales by Region
—China, Elsewhere in A&{g

and Long-term Business Strategles %

Unit: millions of yen

China Sales Elsewhere in Asia
Sales

CAGR

22.5% e
1.538
1.398
1.080
869

£/7102A4

o
2 v I €

o
Zorcions [

C

978
880

CKSIOZ&i.
£/9102A4
£/L102A4
£/8102Ad
E/Z10ZA4
€/E10ZA
£/pi0eAd
£/5102A4
£/9102A4
£/L102Ad

[4:]
OL/8L0ZAd



Specific Efforts — MiCD Projg S L

and Long-term Business Strategies

M4

MiCD Project o _"."{”e’
(Minimally Invasive Cosmetic Dentistry) Mﬁ D

Supporting the development of cosmetic dental treatment ( )
that delivers cosmetic results while minimizing surgical 5 wesve
intervention of cavity lesion_ Cosmotic Dentistry

o 7
— v

—
4 Enhance image
Increasing sales 9

i Improved as a company

res:ra:ialllt'ir\lg Zgﬂtal cost that promotes

materials effectiveness state-of-the-art
medicine

— —- —
T— A— T—

~ . ~
© Providing training programs T’, Holding study groups J

~ Developing and supplying ~ Promoting products and '
“ MiCD products “ services to patients J

SHOFU INC. 37

Slide No. 37 shows the MICD Project, through which we are pushing sales activities hard
in and outside Japan.

MiCD stands for Minimally Invasive Cosmetic Dentistry, and refers to cosmetic dental
treatment focused on patients’ emotional, health, and aesthetic requests “to have a more
beautiful smile with the least drilling possible.”

Shofu doesn’t just support the spread of the MiCD concept; by applying its own
technology, it will also strive to “increase sales of filling and restorative dental materials,”
“achieve differentiation and superiority by making a wide range of product lines
compatible with the MiCD concept,” and “enhance its image as a company that
promotes state-of-the-art dentistry”



SpECiﬁc Effo rts — Nail Ca re 2 Future Business Environment and Medium-
. and Long-lerm Business Stralegies
Business -

advantage of the R&D and production engineering ey
capabilities the company has developed in the dental S~ .
materials business.

- Ensuring profitability by improvement of in-house
products ratio

- U.S., Europe, Taiwan, South Korea, China

m Specmc Efforts

<+ Capturing share in the LED gel market with improved Presto

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

< Established joint venture in Taiwan (December 2014), began
operation in January 2015

% Launched new “ageha Gel” brand of gel nail products for @@@ﬂll‘!
nail salons @@@

SHOFU INC.

= Basic Policy F “
<~ Work to expand the nail care business by taking : 5

< Expanding sales channels in overseas markets ﬂ%ﬂ i

<+ Released self nail gel nail “by Nail Labo” (August 2014) ageh;& Ge]

////

Slide No. 38 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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Medium-term Management T ——

and Long-term Business Strategies
H +++Record Unit: Millions of yan,a
Fiscal March Mid-term Management Plan |
tlti:t‘:k) mc:.:o J\;\:mn rnc;logt::ch llsc(;lol;:uch !
Net sales * 24,031 * 25,725 * 27,419 *« 29,264;
mpronnmtntsten | I ] Grash | 0 teewy | a7 |
(Domestic sales) & 13,652 * 14,453 * 15,085 * 15,700§
L ol 1522 — Ll I Gtk | OO 51 J ]
(Overseas sales)  * 10,378 * 11,271 % 12,333 13,563
(Change from Previous Period) (13.8%) (8.6%) (9.4%) (10.0%)
Operating income 1 ,497[ 1,737 * 2,056 * 2,341
(Persentage of sales) (6.2%) (6.8%) (7.5%) (8.0%)
Ordinary income 1 ,565[ 1,630 » 1,946 * 2,234
(Persentage of sales) (6.5%) (6.3%) . (7.1%) (7.6%)
Net income 877[* 1,109 » 1,370 * 1,596
(Persentage of sales) (3.7%) | (4.3%) (5.0%) (5.5%)
s o X 43.5% | * 44.6% * 460% * 47.6%
SHOEU INC. ;“Nel in._:o"mf“ \‘igurﬁsf:rrifig_ums I?‘r "Ne_l in9ome;t:ihul.ahle to owners of parent” after the application of the 39

Slide No. 39 shows principle targets under the Medium-term Management Plan for fiscal
year 2018 — 2020.

We expect to continue posting record net sales from the fiscal year ending March 2019
forward and anticipate record income performance from the fiscal year ending 2020
onward.
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Medium-term Management Plan'b

Segment(Sales and Ope

2 Future Business Environment and Medium-
and Long-lerm Business Stralegies

1Ny insuinz)

Unit: Millions of yen, %

Fiscal March Mid-Term Management Plan
2018 Fiscal March Fiscal March Fiscal March
(Results) 2019 2020 2021

Amount To Amount % Amount To Amount %
Dental business 21,447 892 22,800 8846 24,227 884 25,787 88
Nail care business 2,486 103 2,806 109 3,068 12 3,343 mna4
Other businesses 105 04 nz 0.5 123 05 133 05
Net sales 24,038 1000 25,725 1000 27,419 1000 29,264 1000
Dental business 1,410 6.6 1,575 8.9 1,867 77 2,070 8.0
Nail care business 63 25 145 52 1469 55 243 7.3
Other businesses 17 168 16 137 18 153 27 205
Operating income 1,491 62 1,737 68 2,056 75 2,341 8.0

SHOFU INC.
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Mediom-term Management Plan
Capital Investments, Depreciati
PENSES |, &L g KTETINES

= Future Business Environment and Medium-

and Long-term Business Strategies

Unit: Millions of yen

Fiscal

March

2018
(Results)
Capital investment 710
Depreciation expenses 975

(of which goodwill

amortization) 108
R&D expenses 1,494

Mid-Term Management Plan
Ficsal Ficsal Ficsal
March March March
2019 2020 2021
1,080 967 967
1,003 1,003 1,003
108 108 108
1,572 1,596 1,604

* The foreign exchange rates given are those in effect at the average of each term;

conversions of items in the financial stat ts of

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.
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Dividend Policy

2 Target dividend payout ratio: More than 30%
= Average consolidated dividend payout ratio since
listing: 40.2%
(Weighted average from Fiscal March 1990 to March 2018)

= = Commemorative dividend
Ordinary dividend
—— Condolidated dividend payout ratio

Including a
commemorative
dividend of §
(ven [per share]
or the listing on
the Tokyo Stock

Il Il

Commemaorative dividend of § yen [per
shara] for the listing on the Osaka
Securities Exchange

2 Future Business Environment and Medium-

and Long-lerm Business Stralegies @

1624

dividend of 1 yen
for the listing on
the First Section
of the Tokyo
Stock Exchange

S S22 FEEE2 2222222222882z
s 5333_3__3 g = s _5 33_3_%_ 3___ S 3
AR AR R ERRR RN RERRN I
BB BB BB B B BrninEminininEnEinEn i i nEninEnin -
§=§:‘;§:§§§=§§§=§§§=§§§=§§§:§§§=§§§:§§§=§§a=§23235353’%:3*%%:?%
5g5E5953Egigigigigigﬁiisﬁggﬁ;gg
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Slide No. 42 shows our dividend policy.

Our basic dividend policy is to maintain a dividend payout ratio of at least 30% on a

consolidated basis with a lower limit of 18 yen per share.

In the current fiscal year ending March 2019, with an increase in profitability, we are
planning to go above the past 18-yen-per-share dividend and issue an ordinary dividend

of 21 yen per share.
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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.

SHOFU INC.

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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