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Presentation 

 

Moderator: As it is time, we will now begin the financial results briefing for SHOFU INC. for the fiscal year 
ended March 2025. Thank you very much for taking the time out of your busy schedules to attend today’s 
briefing. 

First, let me introduce the Company representatives present today. Representing the Company are President 
and CEO, Tetsuo Takami, and Director and Senior Executive Officer, Fumitaka Yamazaki. 

Today’s presentation will proceed as follows. Mr. Yamazaki will begin by explaining the summary of the full 
year financial results for FY2025 and the earnings forecast for the current fiscal year. This will be followed by 
President Takami’s update on the progress of the fifth medium-term management plan. 

Before we begin, we would like to share a few announcements. This briefing includes a Q&A session. 
Questions will be accepted via the Q&A function on the control panel in text format until 4:10 PM. 

Questions submitted will not be visible to other participants and will be read aloud by our staff. 

If you prefer to remain anonymous, please indicate so when submitting your question. We will start the Q&A 
session around 4:10 PM, during which we will read and respond to the submitted questions. Please note that 
we may not be able to answer all questions due to time constraints. The chat function is disabled, so if you 
encounter any issues, please notify us via the Q&A function. 

Now I would like to hand it over to Director and Senior Executive Officer Yamazaki for an overview of the 
FY2025 full year financial results and the earnings outlook for this fiscal year. 

Yamazaki: Good afternoon, everyone. I am Fumitaka Yamazaki, Senior Executive Officer. Thank you very much 
for joining SHOFU’s financial results briefing today. 

As the moderator just explained, today’s session is divided into two parts. In the first part, I will cover the 
overview of the financial results for FY2025 and the earnings forecast for FY2026. 
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Let me begin with the financial summary. 

For FY2025, net sales were JPY38.698 billion and operating profit was JPY5.392 billion. We achieved both top 
line and bottom-line growth YoY, landing nearly in line with our expectations. 

Sales remained solid both in Japan and overseas. The impact of foreign exchange, particularly the weaker yen, 
contributed positively to overseas sales, resulting in a 10.3% YoY increase in total sales. 

On the profit side, although the gross profit margin declined by 0.4 percentage point and selling, general, and 
administrative expenses increased by JPY1.3 billion, the rise in revenue led to a 14.5% increase in operating 
profit. The impact of foreign exchange fluctuations on net sales was a positive JPY1.074 billion and on 
operating profit, a positive JPY444 million. 

Moving on to the forecast for FY2026, we expect continued solid growth in both domestic and overseas sales. 
However, we have assumed a stronger yen in our forex assumptions, so nominal growth in sales appears 
moderate, but in real terms, we anticipate growth exceeding the previous year. 

On the profit side, while revenue is expected to increase, SG&A expenses are also projected to rise, resulting 
in a forecasted 2.9% decrease in operating profit. The impact of foreign exchange fluctuations on net sales is 
expected to be negative JPY1.825 billion and on operating profit, negative JPY625 million. 

As in the previous fiscal year, we plan to continue selling policy-holding shares, which will result in the posting 
of extraordinary gains and lead to an increase in net income. 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
4 

 

Regarding shareholder returns, we revised our dividend policy starting FY2025 to a payout ratio of 40%. As a 
result, the dividend for FY2025 is planned at JPY98 per share, pre-stock split basis, and for FY2026, JPY106 per 
share. 

 

Next, I will provide a more detailed explanation of the FY2025 results. 

This slide presents the FY2025 performance compared to the previous fiscal year, along with reference 
forecasts. 

Net sales increased 10.3% YoY to JPY38.698 billion, with domestic sales up 7.5% and overseas sales up 12.4%. 
The impact of foreign exchange fluctuations was a positive JPY1.074 billion. Excluding this effect, overseas 
sales rose 7.1% on a local currency basis, and the combined domestic and overseas growth was 7.2%. 

The main factor behind the increase in domestic sales was higher sales of CAD/CAM materials for molars, 
specifically PEEK BLOCKs, which were covered by insurance starting in December two years ago, along with 
increased sales of CAD/CAM-related equipment. 

For overseas sales, processed products saw steady growth across all regions. Including this contribution, sales 
in China, North America, and Central and South America all posted double-digit growth in local currencies. 
Together with the positive impact of foreign exchange, overseas sales rose 12.4%. 

Gross profit margin declined by 0.1 percentage point, despite positive factors, such as an increase in the 
proportion of overseas sales and processed products. This decline was due to expanding sales in emerging 
markets, decreased sales in the nail business, and a drop in resin tooth sales in China. Selling, general, and 
administrative expenses rose by approximately JPY1.3 billion, including foreign exchange effects. Excluding 
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currency effects, the increase was 5.9%, which reflects a normal rise associated with business expansion 
activities. As a result, operating profit increased by 14.5%. 

In nonoperating income and expenses, a foreign exchange gain of JPY225 million in the previous year turned 
into a loss of JPY110 million this year. Consequently, the increase in ordinary profit was narrower than that of 
operating profit. However, with the posting of a special gain of JPY661 million from the sale of policy-holding 
shares, net income rose by 18.1%. 

Since both net sales and profits came in nearly as expected, I will omit further explanation on the forecast 
comparison. 

Note that the earnings per share displayed on this page reflects the assumption that the two-for-one stock 
split conducted in October 2024 had occurred at the beginning of the previous fiscal year. 

 

Next, I will speak about the earnings structure. 

Against the JPY3.617 billion increase in net sales, operating profit rose by JPY683 million. Although the gross 
margin declined by 0.4 percentage point, the SG&A ratio improved by 0.9 percentage point. As a result, the 
operating margin rose by 0.5 percentage point to 13.9%, marking record highs in both value and ratio. 
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Slide seven shows net sales by product category. 

The growth in sales was driven by processed products, which performed steadily across all regions. 

Domestically, sales were led by CAD/CAM resin blocks and PEEK materials. Overseas, sales were centered on 
filling and restorative materials, as well as hard resin materials for crowns and bridges. 

Regarding processed products, the expansion of raw material procurement channels and the establishment 
of a mass production framework resolved supply constraints, enabling the resumption of aggressive sales 
promotion activities, particularly overseas. 

The CAD/CAM resin blocks and PEEK materials, which can now be used for all molars, became eligible for 
insurance coverage in December 2023. This means CAD/CAM resin block treatment is now covered by 
insurance for all tooth areas. Although there are 6 million cases eligible for treatment using PEEK, our sales 
volume remains at around 200,000 units. Moreover, the overall transition rate to CAD/CAM treatment is still 
just 20%, indicating significant growth potential in this field. 

Other notable points are listed on the slide. 
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Slide eight shows sales by region. 

In Japan, sales of CAD/CAM-related materials and peripheral devices, particularly SHOFU BLOCK PEEK, 
performed well. 

Overseas, sales of filling and restorative materials were strong across all regions, resulting in double-digit 
growth on a local currency basis. Other notable items are as listed on the slide. Please note that the Europe 
and Other Asia regions include sales to the Middle East and Africa. Combined sales in these regions totaled 
JPY838 million, representing a 5.7% YoY increase on a local currency basis. 
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Slide nine illustrates the factors behind changes in operating profit. 

Positive factors included increased sales and the impact of foreign exchange fluctuations. Negative factors 
were the rise in the cost-of-sales ratio and the increase in SG&A expenses. 

Regarding the rise in the cost-of-sales ratio, although there were positive factors, such as a higher proportion 
of overseas sales and processed products, it was affected by expanding sales in emerging markets, a decline 
in nail business revenue, and lower resin tooth sales in China. 

SG&A expenses increased due to active business development and were also affected by temporary costs, 
such as provision for doubtful accounts and cultural heritage excavation expenses. Nevertheless, operating 
profit increased by 14.5%. 

Although not shown in the slides, we have changed the depreciation method from the declining-balance 
method, to the straight-line method, starting this fiscal year. This change had a positive impact of JPY150 
million on operating profit. 

Among the effects of foreign exchange fluctuations, the portion labeled “consolidation adjustments” reflects 
changes due to an increase in unrealized gains on inventory, not related to actual goods movement. This profit, 
which is usually deducted, decreased this time. 
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Slide 10 shows the balance sheet. 

Total assets decreased due to a decline in the market value of investment securities. Liabilities also declined, 
primarily due to a decrease in deferred tax liabilities related to valuation differences on available-for-sale 
securities, following both the sale of securities and the decline in their prices. Borrowings were also reduced 
through ongoing repayments. 

Net assets increased through retained earnings, while valuation differences on securities decreased, resulting 
in a net increase of JPY1.126 billion. 

The increase in inventories was mainly due to a temporary rise in purchased goods under a supply agreement 
on a standalone basis. Overseas inventories remained roughly at the previous year’s level despite expanding 
sales. 

Among investment securities, we sold five policy-holding stocks during the year. Combined with a drop in 
share prices, the value of such holdings declined from JPY8.899 billion at the end of the previous year, to 
JPY6.146 billion at the end of this year. Their share of total net assets dropped to 14.4%. 

Together with loan repayments, the equity ratio improved from 82.7% to 85.2% YoY. 
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Slide 11 presents the cash flow. 

Compared to the previous fiscal year, operating cash flow increased by JPY358 million due to a rise in income 
before income taxes and other factors. Investment cash flow increased by JPY381 million due to a decrease 
in purchases of property, plant, and equipment. As a result, free cash flow rose by JPY739 million. 

We sold five policy-holding stocks, fully divesting four of them. The resulting gain of JPY869 million was used 
to increase dividend payments and repay borrowings. 

The shareholder return ratio against free cash flow was 54.7%. 
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Next, I will explain the earnings outlook for FY2026. 

This slide summarizes the qualitative factors and trends that form the basis of our full year forecast. 

Net sales are expected to reach a new record high for the fifth consecutive year. Operating profit and ordinary 
profit are projected to decline due to an assumed appreciation of the yen. However, excluding the effects of 
foreign exchange, the underlying trend remains one of profit growth. 

Net income is also expected to hit a record high for the sixth consecutive year, driven by continued sales of 
policy-holding shares, as in the previous fiscal year. 

FY2026 marks the second year of the fifth medium-term management plan announced last year. Although 
sales are forecast to fall slightly short of the plan, profit is expected to exceed the target. 

As for growth investments, our key products are progressing as planned, which supports our current 
assumptions, and we do not intend to revise the plan at this time. We will continue building a structure and 
system that can respond swiftly and flexibly to future changes in demand and business risks. 

The impact of US tariffs is not reflected in our current forecast. As we have no production facilities in the US, 
we export from Japan, China, and Vietnam, and we expect to be affected to some extent. 

However, while keeping an eye on competitors’ pricing strategies, we are considering passing on some costs 
to customers. Furthermore, some US competitors manufacture outside the US, and if US firms lose 
competitiveness in China, this could strengthen our own competitive position. 
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In addition, our growth has not been overly dependent on the US. We have grown in a well-balanced manner 
across Europe, China, and other parts of Asia, which has strengthened our overall resilience to changes in 
national policies and economic conditions. 

That said, many uncertainties remain, making it difficult to provide a highly reliable forecast at this point. Once 
more definitive information becomes available, we will assess its impact on our performance and revise the 
forecast if necessary. 

 

Slide 14 presents our key financial indicators. 

Net sales are expected to decline by JPY1.825 billion due to foreign exchange assumptions, making the top 
line forecast appear somewhat conservative. However, we anticipate steady performance in both domestic 
and overseas markets. 

Gross profit margin is expected to decline by 0.1 percentage point YoY. SG&A expenses are projected to rise 
by JPY1.417 billion. Combined with foreign exchange effects, operating profit is expected to decrease by 2.9% 
YoY, with the operating margin falling to 12.8%. However, excluding the impact of foreign exchange 
fluctuations, the operating margin would be 13.7%. 

Due to the decline in operating profit, ordinary profit is also expected to fall by a similar margin. 

As mentioned earlier, we expect to record a special gain of JPY1.128 billion from the sale of investment 
securities, an increase of JPY446 million YoY. As a result, net income is projected to rise by 8.9%. 
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Slide 15 shows net sales by product category. 

As in previous years, processed products are expected to continue driving growth. However, we also 
anticipate solid growth in materials, such as artificial teeth, abrasives, and cements. 

For processed products, we expect growth of just under 10% on a local currency basis in North America, 
Central and South America, and Europe, while growth in China and Asia are projected to exceed 20%, 
reflecting a greater contribution from emerging markets. 
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Slide 16 shows net sales by region. 

In Japan, we anticipate expanding demand for resin blocks made from PEEK, applicable to molars, as well as 
growth in peripheral materials, such as bonding systems. 

Overseas, we expect 10% growth across all regions in local currency terms. 

As mentioned in Slide 15, we expect strong growth across all regions. In addition to this, we anticipate 
increased sales in North and Central/South America of artificial teeth, zirconia-based CAD/CAM materials, and 
abrasive materials, including Vietnam-made diamond abrasives. In Europe, we also expect growth in zirconia-
based CAD/CAM materials and artificial teeth from Merz Dental. In Asia, we anticipate increased sales of 
porcelain materials from India, which are classified as artificial teeth, as well as Vietnam-made diamond 
abrasives. 

As for the economic slowdown in China and the effects of domestic production incentives, we have not 
observed any significant impact at this time. 
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Slide 17 outlines the factors contributing to changes in operating profit. 

Although we anticipate the positive effects of higher sales and a slight decrease in the cost-of-sales ratio, 
operating profit is expected to decline YoY. This is due to continued proactive efforts in market development 
and sales force enhancement, both domestically and internationally, as well as increased R&D investment, all 
of which will result in higher SG&A expenses. In addition, the negative impact of foreign exchange 
assumptions based on a stronger yen will also weigh on profits. 

While there are positive factors for the cost-of-sales ratio, such as an increased proportion of processed 
products, personnel investments to adjust working arrangements due to delays in factory construction, as 
well as broader investments in workforce for future production system development have limited the extent 
of the decline in the cost-of-sales ratio. 

As for the increase in SG&A expenses, the main driver of higher personnel costs is the strengthening of sales 
structures in various overseas regions, leading to an overall increase in personnel costs of approximately 11%. 
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Slide 18 illustrates the impact of foreign exchange fluctuations. 

For this fiscal year, our assumed exchange rates are JPY140 to the US dollar, JPY150 to the euro, and JPY20 to 
the yuan. The expected impact of these three currencies on operating profit totals JPY754 million, and the 
total impact of foreign exchange fluctuations on operating profit is expected to be JPY796 million. 

A stronger yen is a negative factor. The impact of a JPY1 appreciation on both net sales and operating profit 
is shown on the slide. 
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To conclude the first half of this presentation, I will now explain our dividend policy. 

Starting from FY2025, we revised our dividend policy, setting a target payout ratio of 40% or higher and a 
target DOE of 3%. 

For FY2025, the dividend increased by JPY18 compared to the previous fiscal year on a post-stock split basis, 
from JPY31 to JPY49. For FY2026, we plan to increase the dividend by a further JPY4, bringing it to JPY53. 

Regarding the repurchase of treasury stock, which we are frequently asked about by investors, we are not 
considering it at this time. The reasons are twofold. First, our shares have relatively low liquidity in the market, 
making share repurchase through market transactions inappropriate, and second, we are in a phase of actively 
investing for future growth, which requires capital. 

That concludes the first part of our presentation. Thank you for your attention. 

Next, President and CEO Takami will provide an update on the progress of the fifth medium-term 
management plan. 

Takami: I am Tetsuo Takami, President and CEO of SHOFU. Once again, thank you very much for attending 
today’s financial results briefing. 

I would now like to explain the progress made in the first year of SHOFU Group’s fifth medium-term 
management plan, which was announced on May 1 of last year. 
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Today’s explanation will cover an overview of the fifth medium-term management plan, our progress during 
the first year, and our ongoing initiatives toward realizing our long-term vision. 

Let me begin with an outline of the current fifth medium-term management plan. 
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This slide summarizes the key points of the ongoing fifth medium-term management plan that we particularly 
wish to share with you. 

First, we expect to achieve our long-term vision of “JPY50 billion in group net sales” during the period covered 
by this medium-term plan. 

While our past medium-term plans were generally structured over a three-year period, this time we have set 
a four-year plan to ensure the firm achievement of this target. 

The main pillar supporting this goal is active investment in production facilities. To strengthen our groupwide 
production capabilities and lay the foundation for future business expansion, we plan to make growth 
investments totaling JPY15.3 billion, the largest in our history. 

The funding will come from a combination of operating cash flow, the sale of policy-holding shares, and 
appropriate debt financing, all executed under a sound capital structure. 

At the same time, we are working to enhance shareholder returns. We have raised our target dividend payout 
ratio from 30% to 40%, and our target DOE from 1.7% to 3% or higher, aiming to balance sustainable corporate 
value creation with returns to our shareholders. 
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Next, I will explain the progress made in the first year of the medium-term management plan. 

This slide shows the previous fiscal year’s actual results, the first year, the current fiscal year’s outlook, and 
the targets set for FY2027 and FY2028 at the time the plan was formulated. 

As Mr. Yamazaki mentioned earlier, despite some variances due to exchange rates, both the previous year’s 
results and the current year’s forecast are progressing generally in line with the medium-term plan. We will 
continue to make flexible and agile management decisions to ensure that we meet our targets. 

In terms of cumulative numerical targets over the plan period, we project average annual growth of over 9% 
in net sales and over 11% in overseas sales. Overseas operations will continue to drive overall performance, 
while domestic operations are expected to achieve steady growth, backed by a stable business foundation. 

Profits are also expected to trend upward. With improvements in the gross profit margin and a relatively 
moderate increase in SG&A expenses compared to sales growth, we forecast an operating margin of 15% in 
the final year of the plan. 
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Achieving this plan requires overcoming several challenges. As listed on this slide, these include initiatives in 
R&D, sales, production, and human resources. Additionally, we have newly added the promotion of 
sustainability-focused management as a key management issue. 

Now I will highlight the challenges that require particular focus and discuss our progress in the first year. 
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This slide explains our initiatives in research and development. 

As a development-driven company, we position ongoing and active R&D investment as a core management 
pillar. 

Our product development policy focuses on three key areas, global-oriented development, product offerings 
for the middle-income and volume zones, and entering new fields that lead to the creation of new markets. 
At the same time, we are also working on improving existing products. 

Recent new product groups include the self-adhesive resin cement “BeautiLink SA,” the dental digital camera 
“EyeSpecial C-V,” CAD/CAM crown materials now covered by insurance for molars, and SHOFU BLOCK PEEK. 
All of these have been receiving favorable market response. 

In FY2025, the first year of the plan, the ratio of new product sales was 14.6%, unfortunately falling short of 
the previous year’s level. 

This decline was partly due to the fact that, under our definition of new products as those launched within 
the past 36 months, some previously high-selling items no longer qualified. 

Additionally, newer products have yet to reach full market maturity. Within the R&D division, we recognize 
the need to accelerate development timelines, while the sales division is focused on speeding up market 
penetration. 

That said, the creation of new products remains a central initiative supporting our growth. We will maintain 
our target of achieving a 20% new product sales ratio and continue treating this as a key strategic priority. 
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Going forward, we will work to launch new products in overseas markets and accelerate sales efforts, both 
domestically and internationally, to achieve our 20% target. 

 

Next, I would like to explain our key initiatives in the sales domain. 

Starting with the domestic market, in fields such as artificial teeth and abrasives, our brand recognition is high, 
thanks to years of consistent efforts, and we continue to maintain the top market share. 

On the other hand, in areas, such as filling and restorative materials, and CAD/CAM materials, we believe 
there is still significant room for growth. We therefore consider these to be priority areas for future expansion. 

Traditionally, dental care has been strongly associated with treatment. However, in recent years, societal 
awareness has been shifting toward recognizing the broader role of dentistry, including prevention and daily 
self-care. 

Discussions have begun around implementing nationwide dental checkups in Japan, and we believe the 
preventive dentistry market is certain to expand moving forward. 

Against this backdrop, we have renewed our dental care brand, MERSSAGE, and significantly expanded our 
lineup of toothpaste products. 

These products are designed to maximize their effectiveness when used under the guidance of dental 
professionals, and we aim to contribute to public oral health by promoting their use through dental clinics. 
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In overseas markets, we recognize that our brand awareness remains limited. However, we are confident that 
the quality of our products and level of service are fully competitive with other players in the market, and we 
see significant growth potential. 

Accordingly, we are expanding our presence and strengthening our academic sales force in each country and 
region. 

Additionally, in Europe, the Middle East, and Africa, we are working to expand our distributor network and 
establish a structure that enables faster delivery of our products. 

 

Next, I will explain our efforts to strengthen our production system. 

Currently, demand for our products is very strong, and the business environment remains highly favorable. 
For this reason, it is no exaggeration to say that future business expansion hinges on how effectively we can 
establish and enhance our production and supply systems. 

In this medium-term management plan, we are targeting JPY50 billion in net sales for FY2028, the final year 
of the plan. This represents approximately 1.3 times the JPY38.6 billion in sales achieved in FY2025. 

To reach this level, strengthening our production capacity is essential, and we are committed to making 
proactive and sustained investments to achieve it. 

Specifically, over the four years, from FY2025 to FY2028, we plan to invest approximately JPY9 billion in 
domestic and overseas production facilities, the largest such investment in our history. In the field of 
processed products, in particular, we plan to rebuild two buildings at our headquarters factory to 
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approximately double our current production capacity. We will also pursue greater efficiency and automation 
to establish an even larger-scale production system. 

In China, we have established a new production base in Changzhou to serve as a supply hub for local market 
products. 

At our domestic subsidiaries, we are proceeding with the transfer of certain products and processes from our 
headquarters factory. Together with our Vietnam facility, we will build an efficient global production network 
through optimal allocation. 

Regarding the reconstruction of our headquarters factory, archaeological surveys of buried cultural assets by 
the City of Kyoto are required, which has caused some delays in certain processes. However, we expect to 
complete all work within the timeframe of the current medium-term management plan. 

Through these initiatives, we aim to ensure a stable supply, achieve steady top line growth, and build a 
production foundation that will support further future expansion. 

 

We also recognize sustainability-oriented management as a key issue. 

SHOFU has already established a basic sustainability policy and identified materiality issues as part of our 
commitment to building a sustainable society. We have been working toward the achievement of these goals, 
and going forward, we will continue to operate under this policy to realize our corporate philosophy. 
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Next, I would like to explain our views and initiatives regarding management that takes capital cost and stock 
price into consideration. For further details, please refer to the press release published on May 9 titled, 
“Actions Toward Management Conscious of Capital Cost and Stock Price.” 

To begin with a current assessment, while our ROE exceeds the cost of shareholders’ equity, our PBR and PER 
remain below the sector average, which we recognize as a serious issue. This implies a significant gap between 
our growth story and how it is perceived by the market. Bridging this gap is essential from the perspective of 
stock valuation. 

In our conversations with investors, we have also frequently received comments on the low liquidity of our 
stock. We recognize that reducing liquidity risk is essential for achieving appropriate stock valuation. 

Now I will outline our approach to implementing management that is conscious of capital cost and stock price. 
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First, regarding improvement in capital efficiency, in FY2024, the final year of the previous medium-term 
management plan, our ROE was 9.5%. Under the current plan, we had projected 9.1% for FY2025 and 10.2% 
for FY2026. However, actual results and updated forecasts are now 10.3% and 10.9%, respectively, both 
exceeding initial expectations. 

We aim to maintain this upward trend and achieve an ROE of 13.5% in FY2028, the final year of the plan. This 
improvement in ROE will come from better net profit margins, not from reducing equity. We will continue to 
work toward increasing capital efficiency through improved profitability. 

Next, regarding improved stock liquidity. As of FY2024, SHOFU ranked in the bottom 15% of companies listed 
on the Prime Market in terms of average daily trading value and annual turnover rate. 

This low liquidity has likely resulted in a liquidity risk premium being added to our capital cost, and we 
recognize the urgency of addressing this issue. 

In response, we carried out a two-for-one stock split effective September 30, 2024. By lowering the minimum 
investment amount, we aim to reduce barriers for individual investors and encourage those who already use 
our products to also support us as shareholders. 

In addition, we are enhancing our global investor relations efforts, including simultaneous English-language 
disclosures and overseas roadshows, to improve awareness among international investors. 

As a result of these efforts, both average daily trading value and turnover rate improved in FY2025, and 
SHOFU’s position rose to the top 59% among Prime Market-listed companies. We will continue these efforts 
to reduce our capital cost and enhance corporate value. 
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Through ongoing dialogue with investors, we are also reinforcing our IR activities. In FY2025, the number of 
one-on-one meetings with institutional investors increased nearly threefold compared to the previous year. 
Notably, we had many opportunities to engage with overseas investors, and we are experiencing a clear 
expansion in interest toward SHOFU. 

Additionally, coverage by sell-side analysts has increased, creating a broader environment in which more 
investors can access information about our company. 

We will continue to actively create such opportunities for dialogue. 

As President and CEO, I will personally take the lead in engaging in open and constructive conversations with 
all stakeholders, with the goal of further enhancing our corporate value. 
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Clarifying our capital policy and enhancing shareholder returns is one of the most important messages we 
wish to convey today. 

Based on feedback from our dialogues with investors regarding the level of our equity capital, we are aiming 
to optimize our capital structure and achieve sustainable enhancement of corporate value by allocating capital, 
with a balanced focus on growth investment, shareholder returns, and strengthening of the management 
foundation. 

In this medium-term management plan, we are particularly focusing on three pillars to improve capital 
efficiency, capital investment for growth, the sale of policy-holding shares, and the enhancement of 
shareholder returns. 
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Now let me provide a deeper look into our progress on the sale of policy-holding shares in the first year. 

In FY2025, the actual proceeds from the sale of such shares amounted to JPY869 million, significantly 
exceeding our initial target of JPY600 million. 

Specifically, we sold all shares in four holdings and partially sold one additional holding. As a result, the ratio 
of policy-holding shares to net assets dropped to 14.4% as of the end of the fiscal year, indicating steady 
progress toward our medium-term goal of reducing this ratio to around 10%. 

Additionally, shares of SHOFU held by counterparties declined by 4.8% of total issued shares, showing tangible 
progress in dissolving cross-shareholdings. 

We will continue to review and act accordingly, as part of our efforts to manage with capital efficiency and 
capital cost in mind. 
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This chart shows an overview of our capital allocation, from FY2024 through FY2028.While operating cash 
flow will be our primary funding source, we will also combine proceeds from the sale of policy-holding shares 
and appropriate debt financing to allocate funds for growth investments and shareholder returns. 

Over this period, we project cumulative operating cash flow of approximately JPY17.6 billion. Adding 
approximately JPY4 billion from the sale of policy-holding shares and debt financing, we expect to manage a 
total of around JPY23 billion in capital. 

As a result, net cash is expected to decline by about JPY5.8 billion. However, this is a strategic allocation aimed 
at improving capital efficiency, and we believe our financial soundness will remain well within an acceptable 
range. 

We also plan to reduce excess cash-on-hand, which we had maintained somewhat conservatively in the past, 
to around 2 to 2 1/2 months’ worth of monthly sales by the final year of the plan. This will help raise ROE and 
capital efficiency. 
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Finally, I would like to touch on our initiatives toward formulating our next long-term vision. 

Under the current medium-term management plan, we have focused on achieving the long-term vision 
formulated in 2024, our “JPY50 billion Concept,” and laying the groundwork for sustainable business 
expansion beyond that milestone. 

Now as we stand at this turning point, we have begun work on a new vision for the future. Our executive team, 
along with a new generation of future leaders, is engaging in serious discussions about the future direction of 
the Company. 

Our shared ambition is to become one of the top 10 companies in the global dental equipment market. 

With a clear focus on our global market positioning, we are committed to further enhancing the 
competitiveness of our products and the value we provide. 

While we had hoped to present the full picture of this new vision today, we have decided to proceed with 
caution in light of recent uncertainty and rapid environmental change. We will share the full details with you 
once preparations are complete. 

To all our investors, we sincerely hope you will look forward to SHOFU’s continued evolution and growth. We 
also ask for your ongoing candid feedback and constructive dialogue. 

That concludes my presentation. Thank you very much for your attention throughout. 

Moderator: Thank you very much.  
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Question & Answer 

 

Moderator [M]: We will now move on to the Q&A session. The following question will be read aloud. As the 
participant has requested anonymity, we will read only the question itself. 

Participant [Q]: Regarding the nail business, it recorded operating losses for five consecutive quarters, from 
Q3 FY2024 through Q3 FY2025, and although it returned to profitability in Q4, the business appears to have a 
fragile foundation. Since you are promoting management that is conscious of capital cost and stock price, and 
have declared a policy to sell policy-holding shares, could you please share your thoughts on the future 
direction of the nail business? 

Takami [A]: Thank you. Let me explain our position on the nail business. It is true that our nail business has 
been facing considerable challenges. We recognize the need to consider various options, including the future 
outlook of the business. 

We feel a strong sense of urgency that continuing the business in its current state will be difficult. We are 
therefore examining restructuring measures that include rebuilding distribution channels, revising pricing, 
and organizational reforms. 

At this stage, we have not yet seen clear numerical improvements. However, we do see some potential, such 
as the resumption of business with major dealers, price adjustments, and new distribution channels overseas, 
and we intend to carefully assess these possibilities. 

We plan to observe throughout this fiscal year whether our initiatives can steadily lead to results and make 
our decisions accordingly. Thank you. 

Moderator [M]: Thank you very much. Let us proceed to the next question. 

Participant [Q]: Isn’t your forecast for this fiscal year overly conservative due to exchange rate assumptions? 
Doesn’t this pose a risk of misleading expectations regarding performance? 

Takami [M]: Thank you for the question. I’ll ask our Senior Executive Officer, Mr. Yamazaki, to address this. 

Yamazaki [A]: Thank you for the question. We are aware that the YoY decline in operating profit forecast for 
this fiscal year makes it difficult to explain our outlook both internally and externally. As part of the IR team, 
we are handling this matter with care to avoid any misunderstanding. 

Internally, the initial exchange rate assumptions were weaker than what we ultimately adopted. However, 
just before finalizing the plan, the yen appreciated significantly, and we revised our assumption to JPY140 to 
align with the medium-term management plan. As a result, the impact of foreign exchange fluctuations led to 
a JPY625 million negative effect on operating profit. Had it not been for this, we would have seen a narrative 
of continuous operating profit growth. 

That said, as mentioned in the presentation, our growth trend and the overall business environment remain 
solid, and we feel confident. In fact, we are forecasting record-high net sales, and we intend to explain this 
thoroughly through briefings like today and individual meetings. That concludes my response. 

Moderator [M]: Thank you very much. We will now move on to the next question. 
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Participant [Q]: While other companies are struggling in the Chinese market, SHOFU seems unaffected. What 
is the reason for this? 

Takami [A]: Thank you for the question. In the Chinese market overall, there does appear to be some impact 
from the economic slowdown. However, for SHOFU, we have not seen any significant negative effect on our 
performance so far, and we are continuing to grow steadily. 

In terms of the product categories involved, within the dental field, it appears that products related to capital 
investment [inaudible] longer replacement cycles, and restrained capital expenditures are leading to declines 
in sales. However, our main product lineup consists of dental materials used in daily clinical practice. Since we 
primarily handle consumables, demand has remained relatively stable. 

Our high value-added products currently face limited competition from Chinese companies, as there are few 
offerings of comparable quality and value. This gives us a certain competitive advantage. 

Most importantly, SHOFU entered the Chinese market early, around 1997. Since then, we have held numerous 
seminars and engaged directly with end users, earning recognition for the SHOFU brand. As a result, our brand 
enjoys solid awareness in the Chinese market. 

Given these conditions, we are currently maintaining stable growth in the region. 

Moderator [M]: Thank you very much. We will now move on to the next question. 

Participant [Q]: What are the key KPIs that support your target of achieving ROE of 13.5% by 2028? 

Takami [M]: I’ll have Mr. Yamazaki explain that as well. 

Yamazaki [A]: Thank you for the question. In our current medium-term management plan, we have set a 
target of achieving 13.5% ROE in FY2028. To achieve this, we are focusing on three main metrics, improvement 
in operating profit margin, enhancement of asset turnover, and better capital efficiency. 

Specifically, we are shifting toward higher-margin product groups, improving operating profit margin through 
more efficient manufacturing, and targeting a 15% operating profit margin by FY2028. 

We are also working to optimize working capital in line with sales growth and improve asset turnover by 
strengthening inventory and accounts receivable management. Additionally, we aim to improve capital 
efficiency through the sale of policy-holding shares and the strategic use of equity capital. 

Through these efforts, we are aiming to build ROE steadily by enhancing both profitability and capital 
efficiency. We will also regularly monitor financial KPIs, such as operating profit margin, ROA, and dividend 
payout ratio, to ensure we stay on track toward achieving our goals. That concludes my response. 

Moderator [M]: Thank you very much. If you still have any questions, please feel free to use the Q&A function 
to submit them. We will now proceed to the next question. 

Participant [Q]: The archaeological excavation cost was recorded as a onetime expense. Is there a risk of 
additional costs arising in subsequent construction phases? 

Takami [A]: I will respond to that. The archaeological excavation expense recorded in FY2025 was a temporary 
outlay associated with the legally required survey conducted during the first phase of the reconstruction 
project at our headquarters factory. 
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The second phase of construction is planned immediately adjacent to the first phase area. While a similar 
excavation survey may be required, the area is nearly identical to the first phase. Therefore, even if costs do 
arise, we expect them to be relatively minor. 

Additionally, a portion of the excavation costs is expected to be subsidized by the City of Kyoto. Although no 
amount has been confirmed yet for this fiscal year, partial cost recovery is anticipated. 

Most importantly, we view the excavation-related costs as one-off and limited in scope. They will have 
minimal impact on our ongoing cost structure. That concludes my response. 

Moderator [M]: Thank you. We will now read the next question. 

Participant [Q]: This year’s performance is impacted by yen appreciation, but even excluding the FX effect, 
operating profit margin is forecast to decline. Could you explain the reasons behind this margin decrease in 
FY2026, especially considering your forecast that it will rise again from FY2027? 

Takami [A]: Thank you. The factors behind the decline in operating profit margin this fiscal year, even 
excluding the impact of exchange rates, primarily relate to personnel costs. We are increasing our sales 
personnel, especially in overseas markets, which naturally raises costs. 

In emerging markets, in particular, we are looking to strengthen our distribution network and assign sales 
staff to expand further. 

These investments are contributing to a slight decline in the operating margin this year. However, we consider 
this cost increase to be an investment for future growth, which is why we forecast operating profit margin to 
rise again from FY2027 onward. That is all from me. 

Moderator [M]: Thank you very much. That concludes the Q&A session for today. 

To close, President Takami will deliver a final message. 

Takami [M]: Thank you all very much for staying with us until the end of today’s session. At SHOFU, while our 
domestic business is important, we see overseas markets as our main battleground going forward. We are 
confident that we can take further leaps internationally. 

We welcome your continued opinions and feedback. Thank you again for your support. 

Moderator [M]: That concludes SHOFU INC.’s financial results briefing for the fiscal year ended March 2025. 

Thank you very much for your participation today. 

[END] 

______________ 

Document Notes 
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