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Presentation

Kitamura: The time has come, and we will now begin the briefing on TSUMURX &C f i nanci al r
Q2of FY2025. Thank you very much for taking time out of your busy schedule to join us today.

Today's event is being held in a hybrid format, at our headquarters and via webcast. The explanation will be
provided in the financial results presentation materials posted on our website, so please have them ready at
hand or refer to the projected matefig

I would now like to introduce today's attendees. Kato, President, Representative Director, and CEO. Sugii,
Director and CaCO0O. Okada, Outside Director. Kobayashi, CFO and Head of Corporate Management Division.
Yamaoka, Executive Officer, Head of Salesagkdting Division. Thedeve members are in attendance. | am
Kitamura from the Corporate Communications Department, and | will be the moderator for this session. Thank
you very much for your cooperation.

Today's Agenda TSUMWRA

01 Towards the realization of the Long-term
Management Vision 2031

1

This is today's agenda. We will explain tiweo themes that you see here. The presentation will last
approximately 40 minutes, and after all explanations are complete, we would like to answer any questions
you may have.

Now, Kato will explain aboptowards the realization of the Loigrm Management Vision 2031.

Kato: Hello everyone, my name is Kato. Thank you very much for your participation in the financial results
briefing for Q2 of the fiscal year ending March 31, 2026. We would also like to thank you again for your
continued support of oucompany and Kampo. Thank you so much.

Today, in addition to th€&2 financial results, we announced revisions of our FY2025 Earnings Forecast and
the Numerical Targets in the Second Médm Management Plan.

Support
Japa 050.5212.7790 -— R | PT
Tollfree 0120966.744 EmailSupport  support@scriptsasia.com e Assw'n‘sCMeeﬂngs,G\obu§

3



The main reason for the revision of the plan is the realization of a technical and capital partnership with
Chinese companies as of August 8 of this year, one year earlier than originally planned, for the Chinese
business crude drug platform. This is ertedy significant for our business in China, and today | would like to
explain our prospects for realizing our Letegm Management Vision, with a focus on our China business.

Business environment of traditional Chinese medicinal products TSUMWA

Easing of foreign investment regulations (negative list)

Processing In accordance with the theory of Traditional Chinese Medicine (TDM), drugs pieces are
(specifically for traditional processed, including “steaming,” “boiling,” and “roasting,” with the goal of reducing changes
Chinese medicinal products) in drug piece drug efficacy and toxicity, and preservation

Raw material crude drugs Drug piece after processing

Crude drug ame: Byakuijutsu Charred byakujutsu Fried byakujutsu

Foreign companies could not conduct process owing to foreign investment regulations

Sep. 8, 2024: Proclamation of a deregulation notification
(enacted November 1, 2024)

2

The background to the realization of this technological and capital partnership with Chinese companies is that
in September 2024, China's National Development and Reform Commission and Ministry of Commerce issued
the 2024 edition of the Special Administiket Measures for Foreign Investment Access, commonly known as
the negative list, which specifies sectors where foreign investment is restricted or prohibited. This list took
effect on November 1 of the same year.

In the 2024 edition of the negative listyo regulations were removed from the 2021 editimne concerning
the application of processing techniques such as steaming, boilingryatig, and roasting in traditional
Chinese medicines, known as shitechniques; and another prohibiting investment in the production of
proprietary traditional Chinese medicines formulations.

This process, called sthi, is often performed on crude drug, which are the raw materials for traditional
Chinese medicines and traditional Chinese medicinal products, and has been a restriction for our Chinese
group companies with foreign capital to enter the traditional Chinesedicines and traditional Chinese
medicinal products business, and because of this, the progress on our China operations had been delayed.

After September 2024, we immediately resumed negotiations and provided detailed explanations to all
parties concerned, both before and after the change, regarding the technical and capital partnership with
traditional Chinese medicines companies. We halso aeceived comments from officials at Chinese
government agencies and local governments such as City of Shanghai, expressing their desire for us to
contribute to the development of the traditional Chinese medicines industry. We believe the environment is
finally in place to fully advance our China operations.
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Vision for the China business

TSUMURA VISION “Cho-WA" 2031

Building an infrastructure to realize a future of
"Cho-WA" (a well-balanced state)

TSUMWRA

A state of contributing
to public health in China
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Becoming a traditional Chinese medicine
company trusted in China
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Leveragingougr oup' s core competencies, we wi || reali ze
contributing to public health in China,” by ensu

business and providing products and service including crude diwggitional Chinese medicines, and
traditional Chinese medicinal products for the Chinese market.

“Personalized Medicine” Smart Factory TSUMWRA

Fully Automated Process

oction -
S

Aiming to develop technology for
the industry's first automation of
the manufacturing process

Decoction
(product)

Liquid Extract Ext;;ct ;)owder 4
First, in our business of traditional Chinese medicine drug pieces, we will advance improvements in safety,
quality, and convenience. This is based on pattern differentiation and treatment, the core diagnostic and
treatment (of health issues) system of dliional Chinese medicine, where we comprehensively assess each
patient's individual condition to provide optimal, customized medication treatment.
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Our group company, Tianjin Sheng CHINA MEDICO, already operates in Tianjin with smart facilities for
Personalized Medicin® extract and procestvo-week supply of traditional Chinese medicine drug pieces
based on each patient's prescription.

The formulations shown in the lower left of the photo, excluding liquid agents, include liquid extracts and
extract granules. During the final formulation process for these, switching and cleaning are required for each
prescription. By newly developing amutroducing cuttingedge Al robotics technology, we aim to achieve
low-cost operations and establish an industimgt smart factory model for higmix, lowvolume production.

We would like to show you a short movie of one of the smart factories of CHINA MEDICO, which is currently
in operation. We will be distributing a video for you to view.

CHINA MEDICO “Personalized Medicine” Smart Factory TSUMUWRA

-
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[Video Begins]

CHINA MEDIC®ersonalized Medicin€hinese medicine has long been a treasure of the Chinese nation, and
its cornerstone, pattern differentiation and treatment, is based on the patient's entire body, connecting with
changes in disease, and providing treatment for patients based on commsiteejudgmentPersonalized
Medicineservice is rooted in the personalized medical treatment with traditional Chinese medicine and is a
service that is close to both the physician and the patient. We accommodate diverse physician prescriptions
while meetng patients' varying specifications through multiple dosage forms.

High quality traditional Chinese medicine drug pieces is the key to excellent treatment effects of traditional
Chinese medicines. Thdighquality traceabilitydrug pieces used in each formula adhere to Figiality
standards and are produced with full traceability throughout the entire process. Theseataigthard, high
guality drug pieces form the most crucial foundatiorP&rsonalized Medicine

Personalized MedicinBervice hagour service principlesggood physician, good medicine, smart production,

and home delivery. Prescriptions issued by skilled physicians at various medical institutions through online
and offline consultations are delivered in real time to CHINA MEDICO. After verification byapiséspeach
prescription is dispensed and processed into different dosage forms, such as decoctions, liquid extracts,
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granules, or tea bags, to meet the specific needs of both physicians and patients. These preparations are then
shipped directly to patients.

Personalized Medicingrocessing facility is built around a smart roasting system and automated production
line, enabling full traceability and total control of the processing process and quality. In addition, we have
dedicated areas for dispensing, concentration, and siirging rooms.

Receiving prescriptions. The system receives a prescription sent from a medical institution; the pharmacist
checks it and gives instructions on how to decoct it.

Dispensing drug pieces. Smart dispensing is implemented in combination with human assistance, performing
multiple checks such as prescription verification, dispensing confirmation, and physical item verification.

Addingwater process. Based on big data, we prepare for decocting through smart settings for water addition,
steeping time, and automatic stirring.

Decocting process. We follow the traditional decocting method and satisfy various decocting requirements
such as feeding order, number of times of decocting, intensity of fire, etc., through smart management.

Packaging process. Packaging usesaumtact automatic injection and automatic labeling to ensure accuracy
of information.

Cleaning process. After each prescription, an automatic cleaning cycle is performed to expel residue, followed
by a thorough cleaning.

Personalized Medicinextends and complements the pharmaceutical services of medical institutions.
Through our extensive processing of various dosage forms, we contribute to realizing benefits for medical
institutions, physicians, and patients.

We make good medicine with sincerity. CHINA MEDICO will continue to fulfill its mission of providing Chinese
people with truly good medicine and orstep solutions for personalized medicine.

[Video Ends]

Kato: The video you have watched now.
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Milestones for China Business towards the 2031 Vision

First Medium-Term
Management Plan

FY2022-2024
Considering
Formulation business entry
Platform Partnership
negotiations

Expanding awareness of
crude drug quality
Focusing on crude drugs
Sales expansion

Research

Second Medium-Term
Management Plan
FY2025-2027

Business entry and expansion

Entering the traditional Chinese

medicinal products business and
Foundation Building

Development of high-value-
added products and services
Increase sales ratio of drug
pieces and value-added services

Foundation Building

Third Medium-Term
Management Plan
FY2028-2031

Brand establishment
Establish a brand as a
Chinese herbal medicine
company

Leading the industry
Towards becoming a trusted
Chinese medicine company
in China

Evidence building

TSUMWRA

Policy review

Platform

The Group has established a system for procuring safe andghigity raw material crude drugs with
traceability under the GACP management of raw material crude drugs in its uQg&mpovalue chain.

In addition to this strength, we intend to use this latest higix lowvolume production model to firmly
improve the effectiveness and convenience of treatment for patients, first in Shanghai, and thereby win the
trust and reputation of ougroup. We will then expand our staiaf-the-art Personalized MedicinBusiness
model in Shanghai to the rest of the world.

Meanwhile, in our traditional Chinese medicines business within the formulation platform, we will aim to
manufacture and sell highuality traditional Chinese medicinal products by applying the samevdyhme,
multi-product manufacturing model used foo-salled Kampo formulations.
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Global prospects of traditional medicine and herbal medicines  TSUMUWA

Aging Society and Increase The importance of traditional medicine -
9 .g ty . and herbal medicines Evidence-Based Kampo treatment
in Chronic Diseases X e :
chiorledl . . Multicomponent herbal medicines are Our Kampo product contribute to
[ONIE Slocaseeals Ncrea1d attracting attention as treatment (of solving medical challenges based on
globally due to aging populations, health issues) capable of addressing Science evidence
diversifying medical needs complex symptoms

WHO report and the utilization status of herbal medicines

ITEMS PERCENTAGE REMARKS

Use of T&CM*! by WHO Member States 88% Utilizing traditional medicine for citizens' Health
management

Population using herbal medicines 80% Central role in primary healthcare

WHO Regulatory Project Ongoing Conservation and Standardization of Medicinal Plant

Resources
* 1 Traditional and complementary medicine

International Classification of Diseases defined by WHO

Overview of ICD*2-11 (International Classification of Diseases, 11th Revision) *2 International Classification Code

Fully revised for the first time in about 30 years, officially implemented from January 2022

A chapter on Traditional Medicine such as Kampo medicine has been added, systematically

categorizing diagnostic categories originating from ancient China. Sbilifce: WHO il website

7

Looking at the world, interest in traditional medicine and the need for botanical medicines are expected to
increase against the backdrop of an aging society on a global scale as well as an increase in chronic diseases
such as lifestyleelated diseases. Ware convinced that multicomponent compound drugs, such as botanicals,

will be of great value in the treatment of diseases of the elderly, in which multiple diseases appear
simultaneously and in complex forms. We believe that the eviddrased Kampo trdement that we have

been promoting in our Japan operations can make a significant contribution to the spread and development

of traditional medicine around the world.

The International Classification of Diseases (ICD) by the World Health Organization systematically classifies
health problems related to diseases, with each disease assigned a unique code to enable consistent handling
of diagnostic information across coui@s and regions.

The ICHLL, the 11th edition of the International Classification of Diseases, which has been fully revised for
the first time in 30 years, has added a chapter on traditional medicine and will become operational in January
2022, allowing for research andaduation to establish the effectiveness of traditional medicine worldwide,
including Kampo medicine.
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WHO Global Centre for Traditional Medicine and the Gujarat Declaration TSUMWRA

¢ International Standardization of Traditional Medicine "_"""""\_-

- WHO is internationally standardizing the classification of s
diverse traditional medicine (ICD-11)

¢ Integration of Traditional Medicine into Healthcare

- Out of the 194 member countries of WHO, 170 recognize
their respective traditional medicine as valuable healthcare
resources and promote its integration into healthcare systems.

The center established with support from the Indian
government serves as a hub for research, evaluation,

Publication of the Gujarat Declaration and policy support in traditional medicine.

-In August 2023, the 1st WHO Traditional Medicine Global Summit 2023 was held in
Gujarat, India, with the theme "Towards the health and well-being of all."

-Exploring the vast potential and applications of TCIM
(Traditional, Complementary and Integrative Medicine).

Source: WHO official website 8

In March 2022, WHO established the WHO Global Centre for Traditional Medicine with the support of the
Government of India. Of the 194 WHO member countries, 170 report on the use of botanical medicines,
acupuncture, yoga, indigenous therapies, and otheditianal medicine, and many countries recognize
traditional medicine as a valuable medical resource and have taken steps to integrate the actual practice,
products, and practitioners into their national healthcare systems.

In August 2023, the first WHO Global Summit on Traditional Medicine was held in Gujarat, India, to discuss
the role of traditional, complementary and integrative medicine in addressing pressing health challenges and
promoting global health and sustainaldevelopment.

Toward the health and webeing of all, the vast potential and application of TCIM, traditional,
complementary and integrative medicine in the challenges and opportunities to achieve universal health
coverage were explored, and the Gujarat Declaration rebsased as a summary of the summit's outcomes.
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Global development of pharmaceuticals derived from natural substances TSUMURA

Our strengths

A growth market with a high
affinity for herbal medicines

[® High-quality crude drug and increasing demand for
cultivation know-how and high-quality

m Basic and clinical evidence

Robust supply chain

|m Advanced manufacturing quality A large-scale market that can be

control technology for multi- evaluated as global-quality

. pharmaceuticals
component formulations

9

| was invited to be a panelist at the May 2025 conference promoting the creation of a robust innovation
ecosystem for traditional medicine around the world. Due to scheduling conflicts, | was unable to attend, but
we received comments that TSUMURA's leatgr in combining the therapeutic power of Kampo medicine
and Western medicine, and its commitment to quality, sustainability, and innovation, is exemplary. Also,
TSUMURA's unique Kampo value chain and its vision of harmony between mind, body, sociegtuend

will serve as a powerful model for the future of traditional medicine worldwide. We received those comments
and we felt that there was a great deal of interest in our efforts.

We will strive to further elevate the quality of our natwaligin pharmaceuticals to global standards. Using
this as our foundation, we will contribute to evidenbased treatment within Japan's national health
insurance system. This will drive stablewth in our Kampo business. Additionally, we will accelerate our
China operations. Furthermore, with China as our starting point, we will explore opportunities to expand our
business into global traditional medicine markets, including Southeast Asia.

That is all for my explanation. Thank you very much.

Kitamura:Next, Kobayashi will provide an overview of the financial result@fmf FY2025. Please go ahead.
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Second Quarter (Interim Period) Business Results for Fiscal 2024

TSUMWRA

- Sales were below plan for the domestic business, while the China business met the target
- Each profit reached the plan

Fiscal Year Fiscal Year Adhlevemant Year-on-Year Comparison
[Million yen] 2025 2025 Rate Rata ol Ratio to total sales
2Q Plan 2Q Actual Amount | becrease
Sales 98.2% +825 +0.9%
Domestic business 97.0% (434) (0.5)%
China business 109.0% +1,260 +13.9%
Domestic business :
i i [») (+) Prescription Kampo
Operating Profit 107.0% (3,955) (18.8)% e
o,
DStz Bl 104.5%  (4,060)  (19.2)% SR
China business - +105 -

& = 0, 0, China Business:
Ordinary Profit 16,000m 102.6% (6,983) (29.8)% Crude drug platform 11.5%
Attributable to Parent Company D tic Busi 3
Shareholders 11,000 bWV h 113.4% (5,024) (28.7)% ¥ pesitncare products
Interim Net Profit S

(OTC Kampo medicine, etc.) 3.0%
P/L Conversion Rate 4 i i Domestic Business:
*(Yen/Yuan) 20.4 (0.63) Others 0.6%
* Using the average exchange rate during the period, which differs from the import rate for raw material crude drug. 11

KobayashiMy name is Kobayashi, CFO and Head of Corporate Management Division. Next, | will explain the
financial results foQ2of FY2025, the revision of the FY2025 forecast, and the revision of the numerical targets
of the Second Midterm Management Plan.

Here is a summary of the financial results @

As for sales, the domestic business fell short of the plan, while the China business achieved the plan. Operating
profit, ordinary profit, and interim net profit attributable to parent company shareholders achieved the plan.

| will explain by category.

Sales totaled JPY89.8 billion, 98.2% of the plan, and 0.9% higher than the same period last year. The
breakdown is JPY79.5 billion for the domestic business and JPY10.3 billion for the China business. The ratio to
total sales is shown in the pie chart dretright.

Operating profit was JPY17.1 billion, a 107% achievement rate of the plan and an 18.8% decrease from the
same period last year.

Ordinary profit was JPY16.4 billion, 102.6% of the plan and a decrease by 29.8% from the same period last
year, and net profit attributable to parent company shareholder was JPY12.4 billion, 113.4% of the plan and
a decrease by 28.7% from the same perixst year.

Support
Japan 050.5212.7790 - R| PT
Tollfree 0120966.744 EmailSupport  support@scriptsasia.com p— §ﬂCMeeﬂngs,owoba§

12



Key Points in Performance TSUMWA

1H FY 2025
achievement rate

Net sales 89,897 million yen 98.2% YoY +0.9%

B Domestic business Total sales for the 129 prescription Kampo formulations:76,273 million yen, declined 1.1% year-on-year
Total sales of healthcare products (OTC Kampo medicine, etc.) : 2,719 million yen, up 22.1% year-on-year
B China business Raw material crude drugs, drug pieces, health products, etc. : 10,357 million yen, up 13.9% year-on-year

: : o 1H FY 2024
Operating profit 17,119 million yen sichiavement Fate 107.0% YoY (18.8)%
Operating profit margin 23.7 % ;grzs‘:';ét: 2 +1.5pt YoY (4.7)pt

m Cost ratio: 51.6% (0.9)pt vs. 1H plan; +3.1pt YoY

Vs. plan: Decrease in unrealized profit, reduction in processing costs
YoY: Increase in costs of crude drug and processing expenses

B SG&A expense ratio: 29.3% (0.8)pt versus 1H plan; 1.5pt YoY
Vs. plan: review of various activities, reduction and timing shift in R&D expenses
YoY: increase in salaries and allowances, costs related to information provision

Ordinary profit 16,419 million yen 1H Fx 2024 102.6% YoY (29.8)%

achievement rate

= o o Foreign exchange gains were 1,752 million yen
m  Foreign exchange loss related to loans to overseas subsidiaries: (789) million yen  in the same period of the previous year

Foreign exchange gains were 1,752 million yen in the same period of the previous year, *Foreign exchange gain not factored into earnings forecast
Profit 1H FY 2024
attributable to owners of parent 12,477 million yen achievement rate 113.4% YoY (28.7)0/0
for the six months
i 2 i . illi illi *Gain on sales of cross-shareholdings
B Gain on sales of cross-shareholdings : 1,976 million yen, up 163 million yen YoY ot fartoredintolammgS orocact -

The following are the key points of the financial statements.
First, here is a breakdown of sales.

In the domestic business, sales of prescription Kampo prodi2gprescriptionsdecreased by 1.1% YoY to
JPY76.2 billion. Health care products (including OTC Kampo medicine) increased by 22.1% YoY to JPY2.7 billio
due to an increase in the number of outlets handling these products.

The China business increased by 13.9% YoY to JPY10.3 billion due to higher sales in raw material crude drug:
and drug pieces.

Next, | will discuss the cost ratio and SG&A expense ratio in the middle section.

The cost ratio was 51.6%, down 0.9 points from the plan and up 3.1 points from the same period last year.
Compared to the plan, the decrease is mainly due to lower unrealized profit and lower processing costs, and
compared to the same period last yearisitmainly due to higher crude drug and processing costs.

The SG&A expense ratio was 29.3%, down 0.8 points from the plan and up 1.5 points from the same period
last year. Compared to the plan, this reflects reductions due to temporary decreases and timing shifts in R&D
expenses, as well as cutbacks resultingnfr@viewing various activities. Compared to the same period last
year, this primarily reflects increases in salaries and allowances, expenses associated with information
provision activities, and increased {b2{ated costs.

As a result, the operating profit margin was 19%, up 1.5 points from the plan and down 4.7 points from the
same period last year.

Ordinary profit was JPY16.4 billion, 102.6% of the plan, or 29.8% below the previous year's level, due to the
absence of JPY1.7 billion foreign exchange gain on loans to overseas subsidiaries that was recorded in the
same period of the previous year duettee weaker yen, as well as the JPY700 million foreign exchange loss
recorded this fiscal year due to the stronger yen.
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Net profit attributable to owners of the parent for the six months amounted to JPY12.4 billion, a decrease of
28.7% compared to the same period last year. This represents a plan achievement rate of 113.4%, as
extraordinary gains of JPY1.9 billion were reledl from the sale of sales of creslkar holdings, remaining
largely at the same level as the previous fiscal year.

Factors for Increase and Decrease in Operating Profit TSUMURA
(compared to first-half plan)
Although sales fell short of the plan, operating profit reached the plan due to reduced

processing costs and controlled selling, general and administrative expenses. (Million yen)
Decrease in sales: (1,542) million yen
. Domestic business (sales volume, sales composition) (1,621)
(Million yen)
China business +79
+1,209 +166
(1,542) +1,286 Improvement in cost of goods sold: +1,286 million yen
- erude Domestic crude drug cost +690
drug cost/Crude drug cost contained in Chinese (166)
lextract powder
Domestic
Busineas Raw material costs +49
. Domestic processing cost +713
Processing
cost Processing cost for Chinese extract
16,000 17,1 19 owder (42)
bf:l::';s Increase in sales composition ratio +39

Selling, General and Administrative Expenses Reduction
+1,209 million yen

Salaries and Allowances +496
Research and Development Expenses +406
FY 2025 Q2 Netsales = Costofsales , SelingGenerland | g, oo ate . FY 2025 Q2
Operating Profit  Decrease | Improvement "™ Sipeccor Impact | Operating Profit Others +307
(Plan) (Actual)

Impact of exchange rates: +166 million yen

13
Factors for the increase or decrease in operating profit compared téith@an.

Sales fell short of the plan, but operating profit exceeded the plan due to reduced processing costs and
controlled expenses.

The impact of sales not reaching the plan was a negative JPY1.5 billion. This was mainly duett@atewer
planned sales of prescription Kampo products in the domestic business, and the sales mix.

The effect of the improvement in sales cost was a positive JPY1.2 billion. The crude drug cost is due to the
difference resulting from a partial change in the method of recording unrealized profits related to BCP
inventory. Processing costs were reducedJByY200 million by reviewing plans for maintenance and other
expenses. Furthermore, we are planning to hire personnel in advance to train them for the new production
line, but delays in this hiring process are also a major factor.

SG&A expenses were up JPY1.2 billion due to budget reductions and cost controls resulting from a review of
various activities. The decrease in salaries and allowances resulted from improved pension yields and delays
in some hiring. The reduction in Resdaend Development expenses stemmed from a temporary decrease

in costs and some payment delays. Most of the positive JPY300 million classiighérascorresponds to
reductions resulting from the review of activities.
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Factors for changes in operating profit

. TSUMURA
(compared to the same period last year)
(Million yen)
Decrease in Sales: (307) Million Yen
R Domestic Business (Sales Volume, Sales Composition) (531)
(307) (2,097) Millon Yer) S aETseE +224
(1,691) Increase in cost of goods sold: (2,097) million yen
+139 Crude Domestic cost of crude drug. (78)
d st/Cost of crude drug herb: tained i
[ O inese extract powaers (688)
ES:::::'SC Raw material costs (266)
PrDcessingEcmesﬁc procesfsinghcosts (423)
costs Processing costs for Chinese
xtract powder (397)
21,075 17,119 g:'s'i':ess Increase in sales composition ratio (245)

Increase in Selling, General and Administrative Expenses
(1,691) million yen

salaries and allowances (726)
Selling and promotional expenses (increase in costs related to information (192)
provision, etc.)
(o] ing ( the foundation related to
information provision, etc.) (145)

FY2024 Q2 OfSales | Costof goods | seling, generaland exchange rates  FY20252Q  Others (628)

Operating Profit  Decrease sold adminksretive impact Operating Profit
Increase Increase

Impact of exchange rates +139 million yen

14
Factors for changes in operating profit compared to the same period last year.

The impact of the decrease in sales was negative JPY0.3 billion, of which negative JPYO0.5 billion was attributed
to the domestic business and positive JPYO0.2 hillion to the China business.

The impact of the increase in sales cost was a negative JPY2 billion. Crude drug costs in the domestic business
decreased by JPY700 million, primarily due to a JPY600 million reduction in costs for extracts manufactured
in China. Raw material costs decredsy JPY200 million, driven by persistently high prices for lactose and
packaging materials. Processing costs were minus JPY0.8 billion. This is mainly due to an increase in labor costs
at plants in Japan and China in conjunction with increased producgipacity.

The impact of the increase in SG&A expenses was a negative JPY1.6 billion. This is mainly due to salary anc
benefits as well as increased information providing activities andelated expenses.

Foreign exchange gains were a positive JPY100 million.
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Domestic business: Sales by prescription of prescription Kampo TSUMLRA
product prescription Kampo formulations

(Million yen)
i [Refi 3
Rgﬁ:ﬁ:g Froduct Nc,ija/mF: il FY%SM FY22825 Year-on-Year Comparison Actual sealy%i{]/g?ume*]
3 1 | 100 Daikenchuto 7,510 7,361 (148) (2.0)% +2.6%
o
el 2 54 Yokukansan 5,816 5,600 (215) (3.7)% +2.7%
gg" 5 43 Rikkunshito 3,581 3,600 +18 +0.5% +1.0%
%% 7 107 Goshajinkigan 2,830 2,783 (46) 1.7)% +3.0%
S | 26 14 Hangeshashinto 726 759 +33 +4.6% +4.1%
Total drug-fostering program
Srrulations 20,465 20,105 (359) (1.8) % +2.5%
= 3 17 Goreisan 3,897 4,299 +401 +10.3% +16.3%
o
E % 4 41 Hochuekkito 3,937 3,866 (71) (1.8)% (1.1)%
s § 9 24 Kamishoyosan 2,441 2,513 +71 +2.9% +2.3%
Skl 17 | 137 Kamikihito 1,125 1,207 +82 +7.3% +6.7%
4 21 | 108 Ninjin-yoeito 1,085 1,003 (81) (7.6)% (4.1)%

Total “growing” formulations 12,487i

Total 119 Prescriptions Other Than Pediatric Medicine
and “growing” formulations

Total 129 Prescriptions of prescription Kampo product
prescription Kampo formulations

*Actual sales quantity refers to the quantity delivered from pharmaceutical agents and wholesalers to medical institutions. 15

Next is sales of druost eri ng program formulations and “grov
product.

Sales of 129 prescriptions for prescription Kampo product totaled JPY76.2 billion, down 1.1% from the same
period last year.

The QXales were up 2% from the same period last year, but down 4.1% from the same period last year due
to adjustments in distribution inventories, which had been higlQih and the residual effects of limited
shipments.

Salesfordrug ost ering program formul ations decreased by
increased by 3.2% YoY.

On the other hand, as shown on the right for reference, actual sales volume, which indicates actual demand,
increased by 2.6% for 129 prescriptions, continuing the growth trend dm

The status of shipments and actual sales will be explained on the next slide.
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Domestic Business: Trends in Growth Rates of Shipment Quantity
and Actual Sales Quantity

- At the end of the 1st quarter, distribution inventory was optimized, resulting in actual
sales and shipments moving at the same level in the 2nd quarter

TSUMWRA

- Due to the impact of high-level inventory at the end of last fiscal year and limited
shipments, shipments fell short of the plan.
Trend of Sales Volume Growth Rate (Shipments and Actual Sales) of
129 Prescriptions of Kampo formulations

Actual : Increase in distribution inventory due to
E— rE— 0, i ok e :
sales Sh'pment 4'4 /0 re-imposition of limited shipments

(Growth rate) 2.9% 2.7%

2.5%
Recovery trend as limited
shipment restrictions are lifted

0,
0% 0.4% 0.3% 2.2%
A0.5% A1.1% A0.6%
Slowing down due to re-imposition
of limited shipments
A3.3%
1Q 2Q 3Q 4Q 1Q 2Q
FY 2024 FY 2025

16

This graph shows the quarterly growth rate of shipment volume from ammpany to pharmaceutical
distributor wholesalers and actual sales volume from pharmaceutical distributor wholesalers to medical
institutions.

As of the end ofQ1, distribution inventories had returned to an appropriate level, so actual sales and
shipments remained at the same level@2 However, some prescriptions were slow to recover from the
limited shipments and fell short of the plan.
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Domestic business: Actual sales volume trends for 129 prescription TsymurA
Kampo formulations

In August and September, there was a high growth rate of +5.1%,
aiming for actual sales exceeding the initial plan in the second half of the fiscal year

(Ten thousand boxes)

129Actual sales quantity of prescriptions Daily average* actual sales volume
800 (Ten thousand
+5.70/0 boxes) ey
700 +2.9% +2.2% +12.0% 14 52% oo i a3%
600 W | g % (2.7)%
7 B .
500 10
400 8
300 &
200 4
100 2
o ! ) .
Q1 2Q Q3 Q4 48 58 68 78 8H 98
m Year 2022 ;: Year 2023 m Year 2024 g Year 2025 wm FY 2024 mmFY 2025 YoY

*Calculated considering the number of business days per month

Here are the trend of actual sales volume of the 129 prescription Kampo formulations.

Due to the limited shipments that continued from FY2022, the volume growth rate remained at a low level
until FY2024. In FY2025, the growth was plus 2.6% and plus 2.2% i@2alone.

As shown in the graph on the right, actual sales reached a high level last July due to the impact of many
prescriptions having their limited shipments lifted. Consequently, this July saw a YoY decline. However, from
August to September, a recovery trendsvseen with a positive 5.1% growth.

ForH2, we will set targets exceeding the initial plan and aim to achieve approximately 4% volume growth for
the year by making up for the shortfall comparedhe Hlplan.
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Domestic Business: Sales Volume Trends
(Daikenchuto, Yokukansan) TSUMLRA

= FY2022 © FY2023 = FY2024 m FY2025

(Ten thousand boxes)

80 H (Ten thousand boxes)
#100 Daikenchuto o (s shomen #54 Yokukansan
perios
75 Advance & Advance
orders
+4.0% - orciers 7% +3.7% i
- * 45
7 40
65
35
60 30
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
Limited shipment period: None Limited shipment period: April to July 2024
FY2022-2023: Flat due to fewer surgeries affected by COVID- ;\T(i;(‘)éi:tsContmued growt pukdeciegsed dusitoimited

19 and limited shipments of other prescriptions.
FY 2024: Decrease due to advance orders before limited
shipments and switching to other prescriptions. Recovery is
delayed due to some prescriptions being re-limited for shipment.

FY2024: Considering the impact of advance orders in Q4 of
FY2023 due to the NHI drug price revision, the volume is
almost flat.

FY 2025: In addition to psychiatric and neurological symptoms
associated with dementia's behavioral and psychological
symptoms, it will expand to symptoms such as insomnia and
irritability in other treatment area. 18

FY 2025: Aiming to recover to the 2022 volume, we will
strengthen information provision activities on websites (such as
cancer care collaboration hospitals).

Next, | will explain the actual sales volume trends by prescription for thefdsigring program formulations
and “growing” formulations.

The firsttwo prescriptions are Daikenchuto antbkukansan

These two prescriptions had been decreasing or remaining flat in FY2024 due to the impact of the advance
order inQ4of FY2023, prior to the NHI price revision in FY20241bf the current fiscal year, although there
is a noticeable recovery trend, actual sales have yet to reach past levels.

Daikenchuto aims to recover to FY2022 levels, and will strengthen the provision of information, particularly
to base hospitals for collaborative cancer treatment.

Yokukansan will be used not only for dementidated symptoms but also for conditions such as insomnia
and irritability in other clinical settings, with a differentiated approach based on specific indications.
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Domestic Business: Actual Sales Volume Trends

(Goreisan, Kamikihito)

= FY2022 = FY2023

(Ten thousand boxes)

i #17 Goreisan

20 +13.4% HATH
35
30
25
20
1Q 2Q 3Q

4Q

Limited shipment period: March to May 2024.

FY 2023: Continued growth in neurosurgery and otolaryngology
due to symptoms such as edema, dizziness, and headache.

FY 2024: Growth stagnated during the restricted shipment|
period but recovered after the restriction was lifted.

Fiscal Year 2025: Prescriptions are expanding due to dizziness|
and headaches during the rainy season. Also, with its inclusion
in the heart failure Treatment guideline, the prescription scope

will be expanded to cases accompanied by edema.

FY 2022 to 2023: Increased demand due to anxiety and
insomnia related to post-COVID-19 syndrome.

FY 2024: Recognition as a prescription for anxiety and
insomnia spreads, leading to continuous growth.

FY 2025: Aimed to further expand by differentiating use
for anxiety related to premenstrual syndrome and
premenstrual dysphoric disorder.

Next, | will explaitwo formulations that are growing steadily.

TSUMURA
FY2024 m FY2025
(Ten thousand boxes) # 1 37 Ka m i ki h ito
7
+5.9%. ARE .
6
5
4
3
1Q 2Q 3Q 49

19

The growth rate of Goreisan slowed downHf of FY2024 due to the limited shipments but has recovered
sinceH2after the lifting of the restrictions. We believe that since Goreisan is often taken for short periods to
address symptoms like dizziness and headaches, recovery tends to be relatively quick.

In addition to the growth in dizziness and headache seen during the rainy season, prescriptions for heart
failure cases associated with edema will be expanded in FY2025 against the backdrop of the inclusion of heart

failure Treatment guideline

Kamikihito has gained recognition as a prescription for anxiety and insomnia duriG@¥E19 pandemic.
It has experienced continuous growth, largely unaffected by the limited shipments of other prescriptions.

In FY2025, we will expand the differentiated use of the product for conditions such as premenstrual syndrome
and premenstrual dysphoric disorder, aiming for further growth.
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Domestic Business: Actual Sales Volume Trends
(Hochuekkito, Ninjin'yoeito) TSUMURA

® FY2022 = FY2023 = FY2024 m FY2025

(Ten thousand boxes)

30 #41 Hochuekkito (fenthousend>eD %108 Ninjin-yoeito
(2.0)%
25 8
(0.1)%

20 I I ’ (5.4)% (2.8)%
. v
5

10 4

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q

Limited Shipping Period: December 2024 to January 2025

FY2322'20_23: Der:jﬂand fl‘g_r fatigue rfrl]ated to post-COVID|  |Fy2024: Due to limited shipping, some customers switched to
syndrome increased, resulting in growth. ifercnmparesipedis.

FY2024: Also used for summer weight loss, demand . L L . . .

remains flat. FY2025: Since limited shipping was just lifted in the 1st quarter
recovery will take time; however, we aim to recover to last

FY2025: Demand declined due to the backlash against post- , i i .

COVID demand. In the field of oncology, activities will be years level within FY2025 by strengthening approaches to

strengthened at HP (cancer base hospitals, etc.). target markets such as elderly care facilities.

20

These aréwo prescriptions that have continued to decline since the previous year.

Hochuekkito grew due to demand for malaise and other symptoms during the spr&a@\oiE19 infection,
but has been sluggish since the shift to Category V.

In FY2025, we will strengthen information provision activities at cancer base hospitals and other hospitals,
focusing especially on anorexia and fatigue as oncology supportive care.

Due to | imited shipments at the end of FY2024,
manufacturers' products.

Although it is taking time to recover, we will strengthen our targeted approach to elderly care facilities and
other opportunities with the aim of recovering to the previous year's level.
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Domestic Business: Three Important Domains TSUMWRA

Information provision activities centered on the three important domains, which are social
issues.

© Drug-fostering program formulations (&) “Growing” formulations

Cancer
(supportive care)

Women’s health

Geriatric health

Diseases specific
towomen

Kamishoyosan

Kamikihito

+ associated
formulations

Psychiatricand Mitigation of

Symptoms associated with frailty neurological disorders side effects, etc.

Ninjin'yoeito
Kamikihito Q Yokukansan

Hochuekkito +associated Rikkunshito
Goshajinkigan formulations Hangeshashinto

+associated formulations Goshajinkigan
Kamikihito
with cardiovascular diseases diseases Hochuekkito
8 Daikenchuto + associated

Other diseases
and symptoms

Daikenchuto
Goreisan

+ associated
formulations

Peripheral symptoms in patients Digestive system

@ ) i A formulations
Gore|§an ) Rikkunshito
+associated formulations + associated

formulations

21
From here, | will explain the information provision and other measures related to prescription Kampo product.

In order to solve social issues, we have designated the Geriatric health, Cancer (supportive care), and
Women's health as outhree priority domains, and are working to improve the quantity and quality of
information we provide, focusingondrdigost er i ng program formul ations
related prescriptions.
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Cancer Area (Supportive Care): Approach to Hospital Doctors  TSUMUA

Held a total of 6 lectures in 5 cities for doctors at cancer treatment collaboration base hospitals, etc.
Set up over 300 satellite venues with participation of more than 10,000 doctors

Ca ncer Ca ravan 2025 Hangeshashinto Actual Sales Volume
Year-on-Year Comparison (Daily Basis)
In the field of supportive care and coexistence with cancer in the (Box)
field of cancer medical care 820 — - 9.3%
Explanation of How to Use Kampo formulation for Patient Support e (0.3)% " 2.6% 2.6%
Schedule | Venue Theme Main Prescriptions :2 =
6/18/2025 Sendai Oral mucositis Banxia Xiexin Decoction Zﬁﬁ
8/26/2025 Tokyo | Loss of appetite, nausea, and vomiting Liujunzi Decoction ::2 ‘
10/29/2025 Tokyo Psychiatric symptoms Yokukansan/Kamikiihito 22
11/12/2025 | Nagoya |General malaise and fatigue| Hochuekkito/Ninjin-yoeito & \,@‘\ @o@ §§\ Q@é‘ ece,‘
12/10/2025 | Osaka | Peripheral neuropathy Gosha-jinki-Gan Fiscal Year 2054 G)Q,Q‘
2/26/2026 Fukuoka |Comprehensive review, side effects mm Fiscal year 2025

Year-on-year comparison

Contributing to the medical field by disseminating information
tailored to the challenges of cancer care 2

First, let me explain our efforts in the Cancer domain, particularly in supportive care.

In this domain, strengthening relationships with hospital physicians involved in cancer treatment has become
an issue, and as a new initiative, we have launched Cancer Caravan 2025. Lectures are beifigdatbs
across Japan, beginning in Sendai in June and ending in Fukuoka in February next year. Live broadcasts are
being streamed nationwide from each venue, with over 300 satellite venues established, including cancer care
coordination hub hospitals.

In the first and second sessions, over 10,000 physicians involved in cancer treatment participated, and
including pharmacists, the total number of participants reached approximately 11,000. In the lecture,
oncologists will take the stage to present exangptd the use of Kampo to reduce side effects and improve
guality of life in order to complete cancer treatment.

For example, specific prescriptions for supportive care for cancer patients are described, such as
Hangeshashinto for oral mucositis and Rikkunshito for anorexia and nausea. In this way, we will further
strengthen our relationship with the medical field psoviding and disseminating information that is relevant

to issues in the field of cancer treatment.
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Women-Related Area: a project to consult about menstrual issues TSUMURA

Strengthen awareness and collaboration with medical institutions regarding women's health issues

Question: Regardmg the d|§comforts and symptoms Collaborate with:miedical
before or during menstruation, have you thought they institutions that provide
were “common” and not taken any measures? Have you gynecological treatment and
had such an experience? 4 display posters and
stickers
)

H e“ (‘\ t
¥y P
Yes k i gl
No —
Q ®
On a special website, ﬁ’
from doctors who supported e -
this project, e T
to make it easy to consult, o
message videos that
are posted é
<Survey Overview>
Survey on actual measures for symptoms before and during menstruation
Survey conducted by: TSUMURA &CO. Implemented by: QO Inc.
Method: Internet survey. Target: Women aged 19 to 34 nationwide (800 samples) 23
Next is the womenrelated domain.
I n advance of National Period Day on October 19,

project starting October 15.

Our survey found that 64.1% of women reported that menstrual discomfort interfered with their daily lives,
and 75.8% of these women had experienced premenstrual or menstrual discomfort that they did not deal
with because they thought it was normal. To irape this situation, we will raise awareness about the
importance of each individual finding coping methods that suit them and consulting a doctor early on.

Specifically, we will feature Sanrio's popular character Kuromi to provide opportunities for consultation with
doctors through initiatives such as displaying stickers in collaboration with medical institutions, launching a
dedicated website, and distributyy web commercials.

Furthermore, a web seminar for obstetricians and gynecologists will be held for medical professionals to
provide information on Kampo treatment for premenstrual syndrome and premenstrual dysphoric mood
disorder, and to introduce how to use Kampo accordiagvarious symptoms, leading to appropriate
treatment.

We will continue to promote awareness of women's health issues and strengthen cooperation with medical
institutions.
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Domestic business: Evolution of online MR activities and

strengthening connections with physicians Tm

Holding briefing sessions on important domains, important prescriptions, and seasonal
prescriptions by Kampo online MRs

Transition of the number of interviews Kampo Online Studio
by Kampo Online MR

.Q N ioan
) R F50nlin
2 .. o

A 9:3 3 -
ks . | 19:30-20:30 h

; R75 nelsy
') Quarterly [ RHICHDESRAR Lones comss
- SOFF RO B #AonlineR % ¥F H3IER
- 80-100 cases V ABBH | ~ DFFR - ASRSE EREREY ~

1Q 2Q 3Q 4Q 1Q 2Q
Fiscal Year 2024 Fiscal Year 2025

Responding to unmet needs of unvisited physicians,

completing online and connecting to MR .

We will explain how we are strengthening information dissemination on various themes, includitigeabe
priority areas.

We provide information to healthcare professionals through our Kampo Online MRs on an ongoing basis.

The graph on the left shows the number of such interviews as an initiativedeway communication on the
medical platform. In the current fiscal year, we have established a system of consistently conducting 80 to
100 interviews per quarter, arne to twointerviews each business day.

Compared toQ1, preparations forQ2 saw a slight decrease in the number of interview, as resources were
prioritized toward expanding the content of the presentations; however, as a new initiative, we have been
regularly holding web presentations called Kampo Online Studio.

DuringH1, we conductedour sessions, with approximately 100 physicians viewing each session. This format

is gaining traction as an efficient informatigrathering method for physicians, and the scope of online MR
activities is steadily expanding. Starting in October, we have lmarsihg on themes related to the elderly

and seasonal topics, such as Kampo tailored for seniors and seasonal prescriptions for coughs, constipation,
and itching. We plan to continue holding these sessions twice a month going forward.

Through these initiatives, we will further enhance our role in connecting physicians who have not yet been
interviewed with either fully online solutions or their respective regional MRs, ensuring more physicians
receive the information they need in a tityemanner.
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Domestic Business: TSUMLRA
Expansion of Quantity and Quality of Information Provisions

- Detail impact from e-promotion is 130% compared to the same period last year
- Strengthen information provision mainly in the three priority areas in the second half

Internet Detail Impact Industry Ranking (by product) Number of Detail Impact cases*
Ranking April May June July August September 130%
1st place Yokukansan Goreisan
Kami-
2nd place shoyosan
Daiken-
3rd place chuto
. . e-promotion
4th place Rikkunshito
Hochu-
5th place ekkito
Within Shosei- Seisho- FY2022  FY2023  FY2024  FY2025
the top 10 Ryuto ekkito 1H 1H 1H 1H

Data period: April 2022 to September 2025
Data period: April 2025 to September 2025
Source: Intage Healthcare Survey "Impact Track"
* Number of Detail Impact cases: Number of instances of information recognition from various
channels such as MR activities and the internet (estimation)
e-Promotion: Online information provision activities without involving MR 25

Next, | will explain the expansion of the quantity and quality of information provisions.

After April 2025, when the limited shipments are lifted, we are strengthening our information dissemination
to meet the needs of physicians with the aim of raising awareness again of thefodtegng program
formul ations and “growing” formulations.

In H1, we focused on highly seasonal prescriptions such as Goreisan, Hochuekkito, Seishoekkito, and
Rikkunshito, especially for the rainy season and extremely hot summer. As a result, Kampo has received a high
level of interest, ranking among the top of the usdry every month in terms of detail impact from online
distribution by product.

The overall number of detail impact cases, or information recognition to physicians, increased significantly,
up 130% from the same period last year.

Given the recent influenza epidemic, we will continue to disseminate information in accordance with market
trends and physicians' interests it of the fiscal year and will continue to strengthen information provision
activities through epromotion, focusing on outhree priority areas.
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China Business: Crude drug platform TSUMWRA

Both sales and operating profit in the China business have progressed above the plan

ainas rliton (*mstn ) ammaoos

Sales el ,
million yen \ +3.4%

1 Raw material

. - 21.3% crude drug Drug pieces
c.—udstl'Ug Operating profit 534 million yen | jncrease o

;;‘; .

1" ‘:?

Related to new business and IT E
2 ‘ Xpenses, etc.
infrastructure investment, etc. P 4
Sold to traditional Sold to hospitals and
Chinese medicinal pharmacies as prescription
Operating profit (15) products manufacturers  or OTC products
mIIIion yen as raw materials

& J

Major products of crude drug PF
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The status of the China business.

As explained in the financial summary, the China business is progressing well, exceeding the plan in both sales
and operating profit, thanks to expanded sales on the crude drug platform.

Sales of raw material crude drugs grew by 16.2% YoY due to an increase in sales volume, despite a decline in
unit sales prices due to lower crude drug prices.

In terms of sales of drug pieces, sales volume increased due to the promotion of-quiakty sales activities,
resulting in a 3.4% growth compared to the same period of the previous year.

As a result of the above, the crude drug platform achieved an increase in both sales and profit.
However, although operating profit for the China business as a whole improved significantly compared to the

initial plan of minus JPY0.4 billion, upfront investment costs, such as research for business partnership,
resulted in a loss of JPY0.01 billion egning.
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Financial position: TSUMLRA
Consolidation of Shanghai Hongqiao traditional Chinese drug pieces

*  From the second quarter (interim period) of fiscal 2025, consolidate the balance sheet
» Consolidated income statement scheduled from the third quarter of fiscal year 2025

Shanghai Honggiao traditional Chinese drug pieces Co., Ltd.
(hereinafter, Honggiao drug pieces)
51%

Company Name

Acquired equity ratio

Acquisition date August 8, 2025 (Deemed acquisition date: June 30, 2025)

Acquisition amount 2,383.7 million yen

20,590 million yen
Generated goodwill amount *The amount has been provisionally calculated; PPA will be conducted in
the future

Factory of Honggiao drug pieces

Goodwill amortization Straight-line amortization (20 years)
method
Consolidated balance sheet of consolidated Honggiao drug pieces
(As of the end of June 2025) (Million yen)
Total assets 27,172 Amount alread id ;
r i N
Current Assets 17,488 ount already paild (as of November 10, 2025)
; 1,668.6 million yen
. _F.I)_(ed Assety 9,583 (70% of the acquisition price)
Total Liabilities 20,902
Current liabilities 8,012
Fixed liabilities 12,890

27
Next, | would like to report on the consolidation of Shanghai Honggiao traditional Chinese drug pieces.

As announced in the news release, on June 18, our wholly owned subsidiary, TSUMURA China, signed an
agreement to acquire a 51% equity interest in Honggiao drug pieces, with a closing scheduled for August.
Subsequently, we proceeded with the administratipeocedures, etc. for closing, and the closing was
completed on August 8.

Regarding the consolidation of financial statements, the deemed acquisition date was set as June 30, which
coincides with Honggiao drug pieces interim closing date. Consequently, the balance sheet has been
consolidated starting from this interim closingor@olidated profit and loss statements will be prepared
starting with theQ3financial results.

The acquisition amount is JPY23.8 hillion, and the amount paid in at this time is 70% of that, or JPY16.6 billion.
The PPA process is currently ongoing, and the amount calculated as provisional goodwill in the current
financial results is JPY20.5 hillide amount of goodwill will be finalized at the same time as the PPA is
finalized.

The consolidated balance sheet for Honggiao drug pieces is shown in the table below on the left. The balance
sheet reflecting this impact is on the next slide. The effect on the profit and loss statement will be explained
in the section on revised earninfirecasts.
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Financial condition and cash flow TSUMWRA

FY2024 (T:‘I:IIT;; :]egn) (billion yen)
(End of March Decrease | Honadiao
2025) Amount impact
Total Assets 52,105 23,915 *99 (23.6) 1189 (6.6)
Current Assets 15,365 17,477
Fixed Assets 36,740 6,437
Total Liabilities 55,727 20,808
Current liabilities 41,455 7,918 [REE 71.6

Long-termLiabilities
Total Net Assets

Equity Ratio 64.7% 56.9%) (7.8)pt

14,272 12,890
(3,622) 3,106

FY2024 Amount of | Of which, g8 8e ) az Sd 9239
(End of March increase/ foreign - Sd <e <8 ga S =
2025) decrease exchange é-a 83 = o g 22 Q g o
Total inventory g8 i @ 8x g§32
hssets 133,784 7,452 (6,064) gg o s 3 a g
i ® 03 Q e
Merchaiidee 4 14,939 6,625 (543) s I
3
Work in Progress 20,197 3,288 (269) ¥
Raw materials and
stored goods 98,647 (2,461) (5,252)
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Financial condition and cash flows.

Current assets increased by JPY15.3 billion compared to the end of last fiscal year. The main breakdown is as
follows: Accounts receivable increased by JPY7.6 billion due to the consolidation of Honggiao drug pieces.
Inventory increased by JPY7.4 billion due to the consolidation of Honggiao drug pieces and increased
production volume.

Fixed assets increased by JPY36.7 billion. Tangible fixed assets increased by JPY18.3 billion overall, includin
JPY17.2 billion from capital expenditures such as the Ibaraki plant granulation and packaging building and the
Tianjin plant SD building, anB\8.8 billion from the consolidation of Honggiao drug pieces. Intangible assets
increased by JPY19.3 billion due to the acquisition of equity interest in Honggiao drug pieces.

Current liabilities increased by JPY41.4 billion and-teng liabilities increased by JPY14.2 billion. This
increase is due to sherand longterm borrowings associated with capital investments aimed at consolidating
Honggiao drug pieces and expandirrgdguction capacity.

Net assets decreased by JPY3.6 billion. While retained earnings increased by jpy7.2 billion, the increase was
minus JPY5.5 billion due to an increase in treasury stock from share buybacks and perfdvassttetock
compensation plans, and minus JPY8 #ohildue to foreign currency translation adjustments resulting from

the appreciation of the yen.

As a result, the equity ratio decreased by 7.8 percentage points to 56.9%.

Cash flows are shown in the waterfall graph to the right.
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Efforts to enhance the balance sheet: Improving total asset turnover TSUMUWA

- Continuously implementing initiatives to shorten accounts receivable cycles and improve the
turnover rate of crude drug inventory to enhance CCC.
« Working on reducing policy-held shares and have achieved a 50% reduction compared to

the end of FY2023. . .
Transition of policy-held shares

15,241 (Million yen)

10,276

7,428

Principle of
Zero

End of FY2023 End of FY2024 FY2025 End of FY2027

2Q
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Next, | will explain the progress of our capital policy initiatives.

Our company is working to improve CCC and reduce esbsseholdings with the aim of enhancing our
balance sheet and further strengthening growth investments and shareholder returns.

We recognize CCC as a mediurtiongterm challenge and are continuously working to improve operations.
This involves not only shortening accounts receivable collection periods through negotiations with business
partners but also enhancing the turnover eabf crude drug inventory. This is achieved through the
development and implementation of crude drug blending instruction system, which serves as the cornerstone
of these operational improvements.

Although the reduction of crosshareholdings is a precondition to fully respecting the wishes of our business
partners through dialogue with them, we have been aiming to achieve zero shareholdings in principle by
FY2027, during the period of tf&cond Midterm ManagementPlan, with the first step being to halve the
number of shares held as early as possible.

InQ2, we soldwo stocks after negotiations with our business partners and recorded an extraordinary gain of
JPY1.9 billion on the sale of cretmreholdings. As a result, the balance of cslsareholdings amounted to
JPY7.4 billion, a reduction of half compared to thd ef FY2023.

We will continue to accelerate our efforts.
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Revision of Performance Forecast for Fiscal Year 2025 TSUMWA

Revised earnings forecast due to consolidation of Hongqiao drug pieces,
reduction of processing costs, and gains on sale of policy-held shares

Increase/Decrease

A FY2025 FY2025 cai
[Unit: Million yen] Initial Plan Ot Amount I:car: :L/ Reason for Revision

Decrease |

Sales +10,000 +5.39%Consolidation of Honggiao drug pieces from the next semester

Domestic Business

+10,000 +49.8%

Domestic Business: Reduction of processing costs, suppression
+800 +2.3%0f selling, general and administrative expenses, etc.

China operations
Operating profit
+800 +2.39%China business: The consolidated impact of Honggiao drug

pieces is minor due to costs related to accounting treatments
_specific to the first year of acquisition.

Domestic business

China business

Ordinary
Income

Attributable to parent company
shareholders

ROE 7.5% 8.0%
EPS 302.95 yencp Lo Ko iRV, o

Next, | would like to discuss our forecast for FY2025.

+500 +1.5%

Gain on sale of policy-holding shares, etc.

+1,300 +5.7%

We have revised sales and each profit based on the consolidation of Honggiao drug piece &odithe
future outlook.

Sales are expected to be JPY198 billion, JPY10 billion higher than the initial plan. The domestic business will
remain unchanged. In the China business, the forecast is JPY30.1 billion, JPY10 billion higher than the initial
plan due to the consolidation ¢donggiao drug pieces froi2 of the fiscal year.

Operating profit is expected to be JPY35 billion, JPYO0.8 billion higher than the initial plan. Domestic operations
exceeded the initial plan by JPY800 million to reach JPY35.5 billion, driven by reductions in processing costs
and control of selling, genelkaand administrative expenses. The impact from the consolidation of Honggiao
drug pieces in China operations is expected to be minimal due to goodwill amortization and expenses related
to specific accounting treatments in the first year of acquisitiorer&fore, there is no change from the initial

plan.

Ordinary profit is expected to be JPY34.5 billion, JPY0.5 billion higher than the initial forecast due to the
upward revision of operating income, and net profit attributable to owners of the parent is expected to be
JPY24.3 billion, JPY1.3 billion highan the initial forecast, mainly due to the recording of a gain on sales of
crossshareholdings.

As a result of the above, ROE is expected to be 8%.
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Factors affecting the increase or decrease in operating profit forecast
(compared to initial plan)

(0.1)

Fiscal year 2025

Operating profit | Crude drug costs

Beginning of
term plan

+0.8 (0.2)
+0.4
(0.1)
selling, general
terial Processing and
rawcr;‘\satsena costs, etc. administrative Sxdange rate

expenses

(billion yen)

Fiscal Year
Operating

Revised Plan

TSUMWRA
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The following is an explanation of the factors behind the increase or decrease in operating profit in the revised

forecast.

As I mentioned earlier, there is no change in operating profit for the China business, so | will explain the change
in operating profit for the domestic business.

The reason for the JPY800 million increase in operating profit is mainly due to an additional JPY400 million in
processing costs and JPY800 million in SG&A expenses.

Processing costs were reduced due to a review of maintenance and other costs, as well as delays in hiring
ahead of time to train personnel to work on the new production line.

SG&A expenses are generally the same as explained Hilthesults. While we will strategically implement
activities involving increased expenses in areas such as sales promotion costs, we expect operating profit to
be boosted by effects including improvements in pension yield rates for salaries and allowaglags;id

some hiring; temporary cost reductions and timing differences in R&D expenses; and continued cost
reductions from reviewing various activities.
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Second medium-term management plan numerical targets (FY2027) TSUMUWRA

*Revised on November 10, 2025

Sales Operating profit ROE

234 46

[ After the
change

billion yen billion yen

Premises (no changes): (NHI drug price revision) FY 2025, 2026, 2027
(Exchange rate) 20.1 yen per yuan (FY2025 to 2027)

234 43 8«

billion yen billion yen
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Next, | would like to discuss the revision of the numerical targets o&eendMedium-Term Management
Pan.

As explained by Kato at the beginning of this presentation, we have also decided to revise upward the
numerical targets for operating profit and ROE in S2eondMedium-Term Managementian.

There will be no revision to sales, but operating profit will be revised upward by JPY3 billion to JPY46 billion
and ROE will be revised upward by 1 point to 9%.

With regard to sales, the ratio of Japan to China will also remain generally unchanged. In the China business,
while the outlook for the unit sales price of the crude drug platform is uncertain, the target value is maintained
at the initial target due tohie expected effect of sales volume growth in Honggiao drug pieces.

Regarding operating profit, while costs are expected to remain elevated due to inflation, we have determined
it is possible to exceed the initial target. This is based on the consolidation of Honggiao drug pieces, reductions
in crude drug costs, and the miinued implementation of various activities reviewed this fiscal year, coupled
with further intensified companyide cost management to curb SG&A expenses.
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EBITDA Transition TSUMWRA

[Conditions for Calculating Goodwill Amortization]
Operating Profit CHINA MEDICO: Goodwill + PPA-related customer and technology assets

ﬁ?ITDA A)mount: Depreciation Expenses  Honggiao drug pieces: Estimated value of goodwill at the current point after PPA (EBITDA
illion yen J
mm Goodwill Amortization Margin)
80 «==EBITDA Margin 28% 30%

27%
70 24% —

62.5 billion yen 25%

60 | |
50 515 billion yen 49 4 billion yen 20%
]
40 15%
30 R s
10%
20
0
10 5%
0 0%
FY 2022 FY 2023 FY 2024 FY 2025 Second Mid-Term Plan
Revised Plan (FY 2027)

Revised Targets
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EBITDA is presented from this time onward, taking into account the increase in depreciation expenses due to
increased capital expenditures and the impact of the consolidation of Honggiao drug pieces.

In the revised forecast for FY2025, operating profit is expected to be plus JPY0.8 billion, while EBITDA is
expected to be plus JPY2.5 billion, or JPY49 billion, with an EBITDA ratio of 24%.

Although there will be an increase in depreciation expenses due to capital investment to increase production
capacity and amortization of goodwill of Honggiao drug pieces, we believe that we can aim for EBITDA of
JPY62.5 billion and an EBITDA ratio of 2/B%'2027, the final year of otwo-term mediumterm plan.
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Shareholder returns TSUMWRA

- For the FY 2025, an increase of 8 yen per share is expected, resulting in a total dividend of 144

yen per share compared to the initial forecast.
- Moving forward, the aim is to maintain and improve the DOE, targeting a 5% DOE by the FY2031

5%
3.6% 3.6% . ---
_________ -8
144 yen
136 yen per share
--DOE (%) REREre
2.0%
85 yen 76
per share
64 yen +8 yen
o per share per share
dividend
Interim
dividend
Long-term
FY2022 FY2023 FY2024 FY2025 management Vision
Forecast (revised) Realization image 34

Finally, shareholder returns.

The dividend has also been revised due to the upward revision of the earnings forecast for FY2025.

Our shareholder return policy is 5% DOE as the level we are aiming for in FY2031. Based on this, DOE for the
current fiscal year is set at 3.6%, the same level as the previous year's results, instead of the initial forecast of
3.4%. As a result, the annudiVidend for FY2025 is projected to be JPY144 per share, an increase of JPY8 per

share.

This concludes the explanation. Thank you very much for your attention.
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Question & Answer

Kitamura [M]: We will now move on to the question and answer session.

Please note that the content and audio of your questions will be posted on our website at a later date, along
with the presentation materials.

Hashiguchi [Q]My name is Hashiguchi from Daiwa Securities.

The first question is about the cost ratio for the current fiscal year. | would like to ask you about the factors
that led to the improvement Q2 and Q2the improvement in this QoQ, and your assumptionsHar

I'm guessing that foH2, the cost ratio is expected to rise due to the impact of acquisitions in the China
business; however, excluding that impact, could you tell me what changes you anticipate complddéd to

Kobayashi [A]First of all, it is the cost ratio, this is where the unrealized profit on the BCP inventory of crude
drug costs. The method of recording unrealized profit has been refined or changed.

What | mean is that we have discussed with the auditing firm that it would be more precise to calculate the
unrealized profit of the BCP inventory separately from the unrealized profit of the ordinary crude drugs,
instead of lumping them into the BCP inwery, which is in the process of being accumulated. We have
discussed this with our audit firm and have changed the accounting method.

As a result, the buildup of unrealized profits was a bit flatter than originally planned. In the next fiscal year,
though, it will be a little sharper. The most significant effect of this was a decrease in the cost ratio, with a
negative impact of about ¥800 million.

With regard to your perception of the cost ratio #d@, we are aware that this is due to the increase in portions
in China.

Regarding the cost ratio and SG&A expenses for the crude drug platform, the cost ratio is very high while the
SG&A ratio is very low. This allocation structure applies to our crude drug platform as well, and Shanghai
Honggiao also shares the same structuiaaracteristics.

In such a situation, the portions are larger, so the cost ratio is inflated by the China portion, and | hope you
understand that this is reflected 42 of the fiscal year.

Hashiguchi [Q]So the change in the method of recording unrealized income was not ma&lk but for the
first time in thisH1of the fiscal year?

Kobayashi [A]:Yes, that's right. As you said, there isheee-month difference between the Chinese and
Japanese financial results f@1, so the BCP inventory was not available@dr so it will be included from
this time on.

Hashiguchi [Q]What is your assumption for the cost ratioht?, excluding the impact of the China business,
compared toH1?

Kobayashi [A]As for the trend values, except for the Chinese portion, the cost ratio has remained almost
constant. While the cost ratio for domestic operations has improved somewhat, the impact from China
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accounts for a larger portion of the difference in cost ratios. We would appreciate your understanding of this
situation.

Hashiguchi [Q]The second question is about increasing dividends. What is the reason for the change in your
determination from the beginning of the period? At the beginning of the fiscal year, you had indicated that
you expected DOE to decline this fiscal year, whileasiing for a 5% DOE, but what is the reason for the
change in your thinking this time around, to keep DOE at the same level as the previous year and increase
dividends?

Kobayashi [A]lt is not that we have changed our mind, but basically we are trying to raise DOE toward 5%
DOE, in parallel with increasing profits.

However, in the plan announced in May this year, while there was a large sinking compared to the previous
year, we were looking at both DOE and dividend payout ratio, and the dividend payout ratio grew considerably,
and if we maintained 3.6%, it would grdw nearly 50%.

While explaining that our major policy of aiming for 5% has not changed in any way, | also explained that the
rate will be 3.4% for the time being because of these circumstances.

However, as Mr. Hashiguchi also mentioned, we received numerous comments from various parties pointing
out that the path toward achieving this 5% target had become unclear. | certainly agreed that this was a valid
concern, no matter how we explained it.&rafore, | believed it was essential to clearly demonstrate the path
toward achieving the 5% target at some point. This involved considering ways to boost profits, including that
objective.

In fact, the profit has been revised upward, and looking at the dividend payout ratio, which has been staring
both possibilities, we have confirmed that we can raise the dividend payout ratio to 3.6% while maintaining
the dividend payout ratio of around 46, which was 45% when we originally announced a DOE of 3.4% in our
original plan. Of course, there is no cash flow problem.

This time, while we cannot achieve an upward trend, we determined that raising dividends to the same level
as the previous fiscal year is feasible as shareholder returns. We have announced our commitment to
delivering substantial returns accordingly.

Sakai[Q]: My name is Sakai from UBS.

I understand that the PPA for Hongqidug piecess still scheduled to be implemented, but it seems to me
that this will probably take a year rather than a few months, and at that point, should we understand that
further revisions may be required? This time, it's just sales, right? And | suspectitwegssimple measure
merely adding theH2 sales and consolidating them. Could you please explain a little more about this and
other aspects, including the future outlook?

Kobayashi [A]l:The PPA of Honggiadrug piecesis still in progress. Regarding the provisional goodwill
recorded based on book value net assets, it's a matter of how many more months it will take. | believe we will
have a firm determination within the year; however, as you are aware, once the goad@i#PA are finalized,
there is a possibility of some adjustments being made. | believe this is the case even under normal
circumstances.

This is a matter of possibility, so it is difficult to say at this point, but we have heard that custelated
assets are reasonably solid, so there is a possibility that they could be as high as or higher than the current
provisional goodwill o§P20.5 billion.

Support
Japa 050.5212.7790 -— R | PT
Tollfree 0120966.744 EmailSupport  support@scriptsasia.com e Assw'n‘sCMeeﬂngs,G\obu§

37



In short, although customerelated assets and goodwill are amortized over 19 or 20 years, we see the
possibility that the amount of assets to be amortized may be the same or higher. This is only a guess.

Sakai [Q]What is the impact on the&., simply sales, the fiscal year ends in Decermb€hina so there will
be athree month gap, but if we simply double the sales, it will not be theyfelir sales, but what is the scale
of the impact? Also, if you could suggest something, anything, of profit from this, | would be very grateful.

Kobayashi [A]The scale of our sales is currently at a level of over JPY20 billion. Currently, in China, we operate
as one of the crude drug platforms; however, looking solely at crude drug prices, the unit price of crude drug
in China is trending downward. Thereforepelieve it will be quite difficult to increase sales simply by
continuing our current business activities.

This is where Honggiabyug piecestrue strength lies. As Kato explained earlier, the higlueadded services
provided byPersonalized Medicinthrough our smart factory are extremely competitive. Therefore, after
establishing this new factory, we anticipate a significant expansion in production volume.

However, since we are in the process of constructing a plant, we will not be able to make a clear forecast for
the future, so we are only projecting a rise of a few percent fid20 billion, including a review of this
mediumterm plan. From the management perspective, we aim to achieve even greater growth than that;
however, at this point, we have deliberately refrained from factoring in such strong figures.

Sakai [Q]:One more question, about the domestic business, | think it ended up underachieving against the
pl an. Every time | ask you about “growing” and dr
one is bad, but what was the general situation inalapp to thisQ2?

Influenza isn't really spreading much either, and even if people ca@¥IBEL9, | don't think most are using
medication as much as people say they are. Considering all that, is the domestic market environment
changing? In other words, aft€@OVIELY, a little time has passed, but | am not sure if there are any changes

in that area. Last year, the NHI price went up by 20%, which | think was a lucky wind, but | wonder if you could
tell us if there is anything we should be concerned about as we mowafdrto a level playing field.

Yamaoka [A]1 am Yamaoka, Executive Officer.

First of all, regarding sales and the trend of Kampo, one of the main reasons for the underachievement of the
H1results was the high level of distribution inventory at the end of the previous fiscal year. The other thing is
that some of the effects of limited shipments remain.

However, in April, the limited shipments were fully lifted, and since the@2rthe recovery has been steady,
with a 5.1% increase compared to the previous quarter.

Compared to the overall pharmaceutical market, while the pharmaceutical market grew 2.5% YoY, our
company grew 2.1%. Within the pharmaceutical market, existing drugs, those launchevowerars ago,
saw a 1.3% decline. Against this backdrop, Kampo grew 2.1%, indicating robust demand for Kampo.

As | visit the site, | feel that there is still a needéampo, and as | mentioned earlier, the Cancer Caravan and
the women's domain are areas where there is a great need for Kampo, and | believe that this need will
continue to grow.

Kitamura [M]: Mr. Shigemura from Nomura Securities, please.

Shigemura [Q]l am Shigemura from Nomura Securities.
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The first point, | would like to confirm about the performance revision part. Once again, | think the China
business has been in the black @2 of the current fiscal year, but | don't think that is particularly reflected,
so why is that?

In short, should we look &3 and Q4profits are hard to come by? As for Honggiao, as you explained earlier,
you have not yet included the profit, so does this mean that there is a potential hidden upside? Or tell me if
there is still a risk of Honggiaelated expenses, amortizatierelated, coming up and falling short.

Kobayashi [A]The China business section of the earnings revision. Regarding profit in the China business this
time, we have seen a slight improvement; however, as mentioned earlier, concerning the profit plan for
China's operations excluding Honggiao, the trend irderdrug unit prices remains uncertain and requires
careful monitoring. Therefore, we have determined that we must take a somewhat conservative view on this
matter.

And then as for the upside of Honggidoug pieces This year, we are projecting the amortization of the
portion of Honggiaerelated to the firstsixmonths, which is included in the ste in inventory. In terms of
upside, depending on how much goodwill and what the goodwill and custoetatied assets will look like,
we expect that portion to be in the billions or maybe even less than JPY2 Hiflithis way, the current
earning capacity is about JPY4 billion, and | believe that part of the profitengitnerated in China.

Regarding performance for the next fiscal year and the year after that withiGgbendMedium-Term Plan,

we have incorporated the minimum necessary projections for those periods. These projections were already
factored in at the time of the mediurterm plan announcement in May, so we are currently maintaining them
within that scope.

Shigemura [Q]:Another question is about the domestic business. You explained that the distribution
inventory has been eliminated this time, and that the balance betweesirsald selout is good, respectively.
Can we see this as this-salled normal state, or rathethat the current state can continue?

For example, when could a discrepancy between actual sales and inventory occur? Could you tell me whether
that is actually quite possible, beyond what was anticipated?

Yamaoka [A]My name is Yamaoka. | will answer your questions.

Regarding the relationship between inventory and shipping, the timing of orders placed by our distributors is
also influenced by their fiscal yeand considerations. Recently, as our distributors are also considering
moving toward a nénventory model, w&/e been adjusting our approach accordingly in many cases.

However, forQ2, shipments andctual salesre almost at the same level, which is an improvement, and we
intend to continue with this trend.

Shigemura [Q]:Is this up to the distributor or the wholesaler? Essentially, by this April, you've built up
inventory to a certain extent through policy measures this fiscal year. So, has the inventory level among
wholesalers now stabilized, meaning it won't fluctuatauch anymore? Or is there anything that your
company can do to control this?

Yamaoka [A]:The reason for the inventorgwellsin March of last year is that the distributors' inventories
increased due to the anxiety over stable product supply caused by thallsal limited shipments. Now that
all items in limited shipments have been released, we will not be overstocked andoeet élxis to continue.

Kitamura [M]: Mr. Lee from Morgan Stanley Securities, please.
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Lee [Q]:My name is Lee from Morgan Stanley.

Mr. Kobayashi, | would like to ask you about your plangifin Japan. | think the domestic sales planH@r

is around JPY88 billion. Now that we are in the middle of November after the October monthly results, | would
like to know if the sales plan of JPY88 billiorHam Japan is a highly accurate figuretih as you mentioned
inventory, howeverH1as a whole remained weak, so | am still a little cautious, but let me again confirm the
outlook for thisH2

Kobayashi [A]JH1saw us carrying over the impact fra@1, and while we had hoped for a significant recovery
in Q2 ultimatelyH1ended with a negative result in terms of shipments. That co@draind Q2

Looking ahead tdH2 if we aim to make up foH1, we'll need to achieve growth that exceeds thd
performance. We conducted an analysis with Yamaoka to assess whether we can achieve that.

However, the recent growth rate, as | mentioned earlier, i94%.4nd the situation is growing. Based on the
feedback from our current sales activiti€d3is typically when sales momentum peaks. We believe there is
ample potential for significant progress during this period. Therefore, we have determined that revising the
sales plan itself is unnecessary. Instead, we have structured the plan to set temgstdes and proceed
accordingly. | hope that answers your question.

Lee[Q1 woul d |l ike to follow up a lanpanyprobablyhas/aoiaternale | u
plan, but were you ifine with the internal plan, slightly above the plan, or slightly below the plan? | would
appreciate it if you could indicate the tones.

Kobayashi [M]:ls that howQ2went?

Lee [Q]:About the October monthly. Was the October monthly performance in line with gmmpany's plan,
or was the additional amount you just mentioned indeed an expected result? | would like to know the tones
in this area.

Kobayashi [A]We believe that results for October are generally favorable. Regarding the comparison with
the plan, while we set very ambitious targets in the plan and cannot claim to have exceeded it, we do see solid
momentum in the October start dfi2as we proceed with the overall plan.

Lee [Q]:Second point, | would like to ask Mr. Kobayashi here as well. | would like to know your guidance for
the full year ending March 31, 2026, and whether you are being conservative with this, or if it is a fairly hard
working figure. | noticed that with opetiag profits of JPY35 billion, yoaompany's cost management
capabilities seemed to suggest there might be a bit more upside potential. Is this a conservative plan, or is it
a fairly ambitious plan with a high degree of certainty? | would likentmwv more about this point.

Kobayashi [A]This time, in terms of cost management, we started from the budgeting process, and although
it is unusual, we conducted a review of the budget during the term. We reviewed the budget for advertising,
outsourcing, travel and transportation expenses, and sy while making sure that we did not use
unnecessary and emergency costs, while also trying to reduce the budget itself for those items that could be
kept within the budget.

Therefore, while there are other factors such as R&D expenses and various other reasons, | believe it's fair to
say that this profit plan is essentially the result of streamlining.

However, of course, we are a company that has always operated on a very strict budget, and we have always
done our best to keep our activities within budgetary limits. | don't think there will be any significant
unobligated budget items in this review, bilrere is a possibility that small unobligated items will accumulate
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to a certain extent, and there will be a little more upside, but not zero, but | would like to think that we are
keeping it fairly sharp.

Kitamura [M]: Mr. Yoshida of Tokai Tokyo Intelligence Laboratory, please.
Yoshida [Q]1 am Yoshida, Tokai Tokyo. | hawe points, please.

First point, at the sales volume of Kampo for the full year, domestic. | heard that you'll make up fdgit in
resulting in a 4% increase for the full year; however, considering ldalginceH1 fell short, would it be
correct to understand that you expect an increase of around 8% compared to the previous year?

Kobayashi [A]1 think that one would be on page 17. These are actual sales volumes, so they are not exactly
equal, but they should give you an idea.

The red bar graph showing actual sales volume indicates that sales were strQdigaind Q2f this fiscal
year; however, foQ3 and Q4it indicates the level of sales we need to achieve. AQ®&there was no need
to write this separately foQ3 and Q4butQ3is a positive 5.7%, and fQ4, it is a positive 12%.

| believe it appears quite significant, but please look4t The bar graph shows that tli@4results for 2024
have significantly declined, showing no growth whatsoever from the previous year.

If this had grown normally like other third quarters, it wouldn't be a plus 12. Based on actual performance,
we recognize and judge that we can achieve this high performan@d &s an absolute value.

Yoshida [Q]The pink part, | have to look at, right?

Kobayashi [A]Yes, the light pink bar graph is that | mentioned.
Yoshida [Q]is it correct that this is sufficient in terms of capacity?
Kobayashi [A]Yes, of course.

Yoshida [Q]:Second point, in the revised forecast, you mentioned that the improvement in cost of sales and
the curbing of SG&A expenses were significant, but there were various factors that you have explained so far,
such as changes in the method of recording uneealigains and delays in hiring. If you could please explain.

Is there still a lot of potential for a leaner structure and relatively controlled expenses in this way in the next
fiscal year and beyond, or is it pretty tough just to keep this going? Regarding future investments, you will
eventually need to implementrpactive hiring as well. | would appreciate your insights on the current outlook

in that point.

Kobayashi [A]Regarding the temporary nature of this matter, as you may have surmised, unrealized profits
will be leveled out. Therefore, we ask that you recognize this as a temporary decrease for the current fiscal
year.

Regarding the hiring delays, you are absolutely correct. While we will make up for some of the delays during
the latter half of this fiscal year and continue hiring, it is anticipated that a significant portion of the planned
hiring shortfall will remain mmet this fiscal year. If there is a delay in hiring, the training period will be
shortened accordingly, and we are now examining the educational system to prepare for such a situation. This
is what we are facing.
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Regarding this matter, while it is temporary for the time being, in terms of recovery, it's not as though hiring
will suddenly surge next fiscal year to catch up with the plan. Therefore, | believe personnel expenses will
gradually reach the levels curréyniplanned.

Regarding expenses, concerning this fiscal year's cost reductions, for the next fiscal year and the year after,
based on current estimates, we have discussed and formulated the budget outlook for the next and
subsequent years within this mediutarm plan.We anticipate achieving even greater reductions in budget
allocation or expense utilization than this fiscal year, and this plan incorporates a certain degree of those
anticipated savings.

Regarding these cost reductions, while there will naturally be some internal adjustments, in terms of the
magnitude of the amounts involved, this is by no means atone measure. Rather, we anticipate that the
scale of reductions will increase furthertime coming fiscal year and beyond, growing larger compared to
previous years. | believe it is accurate to view it this way.

Yoshida [Q]:That change was to revise the migm plan's operating profit from 430 to 460. Since the
Honggiaerelated portion was already somewhat factored into the redm plan, is it more accurate to view
this as domestic revenue improvement being added on top.

Kobayashi [A]:You are correct, but improvements outside of the-cadled top line, including profit
improvement, expenses, SG&A, and cost ratio, are occurring in both Japan and China. As for SG&A expenses,
we have been reviewing our budgets considerably in China.

Regarding Honggiao, as | mentioned earlier, at this point in time, the top line, the overall plan for Honggiao
and China combined remains unchanged, meaning it is proceeding according to the riediupian.

Regarding Honggiao itself, it certainly possesses ample potential for future growth and incorporating that into
our plans would be ideal; however, as I've mentioned repeatedly, we are still at the stage of establishing the
factory and just beginning opeliahs. Therefore, we have chosen not to include that potential conservatively

in our plans, maintaining the teline projections unchanged. | hope you understand this approach.

Kitamura [M]: We have a little more time, so if you have a second question.
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China business:
Sales trends of drug pieces on the crude drug platform TSUMURA
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Hashiguchi [Q]I am Hashiguchi from Daiwa Securities.

I would like to hear again about your past achievements and future prospediefspnalized Medicindn
the Appendix, you have introduced the sales of drug pieces, and | understan@drsttnalized Medicinis
included in this category, but how much, specifically, is the contribution in total?

Looking at the overall sales of this drug pieces, | believe the weak yen also had an impact from 2023 to 2024.
So, while it's not showing tremendous growth, the absolute amount here still isn't particularly large in scale.
The sales increase kil of this year is also less than JPY100 million, perhaps in the tens of millions of yen on
a yen basis. This situation suggests it doesn't appear to be driving performance yet, which is reflected in the
numbers.

Why hasn''t it yet become a c atRetsonaized MedicinesnCHINA o u g h
MEDICO? By doing the same thing with Shanghai Honggiao this time, why is that place, as you mentioned
earlier, showing great promise? Could you please tell us what will be different from the past?

Kato [A]:First of all, the base of theersonalized Medicineusiness is the business of drug pieces. As avalue
added service, we extract and formulate the drug pieces for our customers, thisRethenalized Medicine
service.

Our biggest weakness is that we have no sales channels. CHINA MEDICO in Tianjin is also striving to expanc
its market for drug pieces, the stage preceding Rersonalized Medicinkusiness within Tianjin, but as it's

still new, it hasn't been able to fully develop this area. Because of these issues and problems, it has been
difficult to enter the hospital market in particular, and this is the actual situation. Under this situ#tian,

time, we have established a technical and capital partnership withggfan.

This means that securing distribution channels is the benefit for them, while we possess the technical
capability, specifically, the equipment system Rarsonalized Medicinat our smart factory. Here, we have

the capability to masgroduce large quantities, though in small batches, roughijviorweeks prescription

for one person. Furthermore, by incorporating variations into the formulation process now, we can establish
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a competitive advantage. The combination of thése advantages will be greatly appreciated in the market,
SO we are going to start with Shanghai.

Therefore, if things go well in Shanghai, we could potentially partner with one of the current Tianjin locations,

or since we also have a base in Shenzhen, establish another partnership in Guangdong Province. While these
aren't concrete plans at presentf the Shanghai model is properly evaluated, it could lead to such
developments.

I hope you understand that the lack of sales channels is the reason, unfortunately, why the current numbers
are not on the table.

Hashiguchi [Q]Do you send products to the sales channel in Shanghai from the facilities of CHINA MEDICO
for the time being? Or are you going to start when the equipment is ready in Shanghai? If the latter, when is
the facility likely to be ready?

Kato [A]: That's where we are in the planning phase now, and there are parts that haven't been fully
incorporated yet; however, the current CHINA MEDICO, the one you saw in the video earlier, is envisioned to
be deployed ass at the Shanghai Honggiao base, essdigtadding another unit there.

Earlier we saw video of liquid formulations, these ligh&sed products can already be automated. However,

for examples like soft viscous extracts, which have a certain viscosity, and for the granule mechanisms, the
current setup requires a labentensive approach. Therefore, we aim to develop a system incorporating new
robotics for this area.

Since you can't know which products will have high demand until you actually try running the business, we!'ll
inevitably have to start operations with the capacity to supply a certain level. Therefore, | think the current
approach will be to expand the drymeces business currently being handled by Honggiao while maintaining

it andthen make a major shift once we've secured the production and supply systems.

This new system is really the first of its kind in the industry, and we are working with the most authoritative
doctors in China to develop a stabd-the-art system. As you know, China is developing at a rapid pace, and
we are hoping that this part of thproject will be completed as soon as possible, but unfortunately, we are
unable to say when this will be completed as of today.

Sakai [Q]My name is Sakai.

| apologize for asking such a critical question, but what's the status of the OTC pseudo drug? Some people say
that the winds have changed a bit because of daparninnovation Party, but since you are the only company
I can ask about this, could you please update me on this?

Kato [A]: The issue of OTC pseudo drugs is certainly not limited t@amupany alone, nor is it confined to

the Kampo industry. The fact is that the very definition of OTC pseudo products remains unsettled. Last
weekend and again today, industry magazines carried brief articles on this, but last Friday, the Liberal
DemocratidParty's secalled Kampo Parliamentary meeting was held. The chairman is Dr. Norihisa Tamura.

At the event held there, one presentation explained how practitioners, not only Kampo doctors but also
Western medicinebased physicians involved in surgery, ICU care, and other clinical settings, actually prescribe
Kampo medicine in their daily practice.

Secondly, the chairperson of the patient organization is also a cancer survivor. They shared with the Meeting
members how they actually receive Kampo prescriptions as a patient.
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At the end, we also talked a little about the producers, the cultivation of crude drug, in Japan, and so on.

The attendance of Diet members has reached an unprecedented level, reflecting exceptionally high interest.
As Mr. Sakai mentioned earlier, the focus was on how to proceed within the context of the coalition with the
Japan Innovation Party, which is whynderstand so many lawmakers participated.

First, regarding OTC pseud products alone, securing the revenue sourcdap#mnnovation Party aims for
is quite difficult. Such comments were also made by Mr. Tamura after the previous meeting. This issue simply
cannot be resolved by focusing solely on discussions about specific items.

Furthermore, as has been the case, particularly in discussions at the Chuikyo, it will likely become increasingly
difficult to manage matters through neutral fiscal measures, such as reducing drug prices, while also covering
items including medical feesa khe midst of these discussions, what is the right form for healthcare as a
whole? We believe that the discussion will be about optimization, not reduction.

However, since this is a political world, it is difficult to predict what will happen, and we, as an industry, are
continuing our lobbying activities in step with the doctors of the Japan Society for Oriental Medicine.

At present, Kampo is certainly not specifically singled out as problematic; however, within the broader
historical context, Kampo has indeed been subject to scrutiny, and | believe the need to keep a close watch
on this situation remains unchanged.

The Fiscal System Council has also released materials, so | believe it is necessary to pay close attention not
only to the issue concerning thiapaninnovation Party but also to the discussions within the Ministry of
Finance's Fiscal System Council.

Kitamura [M]: It is time forusto finish, so | would like to end the question and answer session here.
This concludes the presentation of financial resultsd@iof FY2025. Thank you for your participation.

[END]

Document Notes

1. Portions of the document where the audiainclear are markedith [inaudible].

2. Portions of the document where the audio is obscured by technical difficulty are marked With [TD

3. Speakespeechs classified based on wheth#fQ] asks a questiorto the Company, [Aprovides an
answerfrom the Company, or [Mjeither asls nor answes a question.

4. This document has been translated by SCRIPTS Asia

Support

Japa 050.5212.7790 -

Tollfree 0120966.744 EmailSupport  support@scriptsasia.com -'_ §S§!EL§

45



Disclaimer
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