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Presentation 

 

Moderator: Mr. Yamazaki, Director, Senior Managing Executive Officer, Corporate Planning, will give an 
overview of the financial results for Q2 of the fiscal year ending March 31, 2026, and the outlook for the 
current fiscal year, and then Mr. Takami, President & COO, will discuss the progress of the medium-term 
management plan. 

Before we begin, we would like to share several requests and important notices. This briefing will be followed 
by a financial report and a question-and-answer session. Questions can be submitted via the raise-your-hand 
function in the control panel or the Q&A function. 

To ask a question, please click on the raise-hand button on the control panel or use the Q&A function to enter 
your question in the text field. 

Please click on the raised button and we will nominate you in turn. If you are asking your question by phone, 
please raise your hand with an asterisk nine, unmute with an asterisk six, and ask your question. 

Q&A questions are always welcome. Please understand that we may not be able to answer all questions due 
to time constraints. Please note that the chat function is not available, so if you have any problems, please let 
us know through the Q&A function. 

We will also ask you to complete a three-minute questionnaire after the briefing. We appreciate your 
cooperation. 

Mr. Yamazaki, Director, Senior Managing Executive Officer, will now give an overview of the financial results 
and the outlook for the current fiscal year. 

Yamazaki: Hello everyone. I am Mr. Yamazaki, Director, Senior Managing Executive Officer. Thank you very 
much for taking time out of your busy schedule today to attend our financial results briefing for Q2 of the 
fiscal year ending March 31, 2026. Please note that today's financial results briefing will be held using the 
financial results presentation materials that were already released on November 6. 
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I would like to begin with an overview of our Q2 results and the outlook for the full fiscal year. After that, 
President Takami will talk about the progress of the mid-term management plan. 
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I will now begin with an overview of our Q2 results. 

This page is summary information. Net sales for Q2 were JPY19,095 million and operating income was 
JPY2,813 million. 

Domestic sales, especially of PEEK materials, showed steady growth, while overseas sales were affected by 
local business conditions in some regions, but excluding the impact of exchange rate fluctuations, overall sales 
increased 1.1% from the previous year. 

On the other hand, compared to the forecast, sales fell below the forecast both domestically and 
internationally, despite the positive impact of exchange rate fluctuations, resulting in a 7.6% decrease in sales 
on a real basis. 

Foreign exchange fluctuations had a negative impact of JPY176 million compared to the previous year and a 
positive impact of JPY668 million compared to the forecast. 

Operating income decreased by 7.5% from the previous year due to an increase in selling, general and 
administrative expenses despite an increase in gross profit margin but increased by 13% compared to the 
forecast. 

The impact of exchange rate fluctuations on operating income was JPY184 million compared to the previous 
year and a positive JPY283 million compared to the forecast. 

As for the forecast for the full year, there is no change from the initial forecast. Considering the decrease in 
sales in H1, excluding exchange rate fluctuations, the target for H2 will be higher, but we will aim to achieve 
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the plan by implementing sales expansion measures in each region in Japan and overseas at a faster pace. The 
Company aims to achieve record highs in both sales and profit. 

With respect to shareholder returns, we intend to maintain the dividend payout ratio of 40% and DOE of 3%, 
which is our policy during the period of this medium-term management plan, and plan to pay an annual 
dividend forecast of JPY53 per share for the current fiscal year. 

 

I would like to continue with a more detailed explanation of Q2 results for the fiscal year ending March 31, 
2026. 

A summary of the current year's results is shown here. Domestic sales increased 4.5% YoY due to higher sales 
of CAD/CAM materials for molars, PEEK blocks, and other CAD/CAM-related materials. 

Overseas, sales declined 1.2% due to the impact of business confidence in Europe and the impact of 
geopolitical risks in the Asian region, as well as the negative impact of exchange rate fluctuations. Excluding 
the impact of foreign exchange rate fluctuations, overseas sales were down compared to the forecast, 
although sales growth of 0.4% was secured. 

As a result, overall sales increased by 1.1% YoY, and on a local currency basis, excluding the effect of exchange 
rate fluctuations, sales increased by only 2%. 

Operating income decreased 7.5% YoY to JPY2,813 million as a result of an increase in the ratio of selling, 
general and administrative expenses due to higher personnel expenses resulting from new hires and salary 
increases, as well as higher R&D and advertising expenses, while the gross profit margin increased due to an 
improved product mix.  
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The impact of exchange rate fluctuations on operating income was minus JPY184 million compared to the 
previous year. 

For non-operating income and expenses, the decrease in ordinary income was reduced by foreign exchange 
losses, which are included in non-operating income and expenses, from JPY133 million in the previous fiscal 
year to JPY31 million in the current fiscal year. In addition, extraordinary gains from the sale of strategic stock 
holdings were recorded, resulting in a YoY increase in net income. 

Sales are slightly behind the full-year forecast, with a sink rate of 46.7%, and profits are slightly ahead, with 
growth of 53.7%. 

Since there have been some changes in overseas markets, especially in Europe, China, and Asia, and in the 
market environment and competitive environment, we will strive to achieve our plans by understanding the 
situation in each region and taking appropriate measures. 

 

I would like to continue with the profit structure. 

Operating income declined JPY228 million or 7.5%, against a sales increase of JPY208 million. 

Although the gross profit margin increased by 0.3 percentage points, the ratio of selling, general and 
administrative expenses increased by 1.7 percentage points, resulting in a 1.4 percentage point decrease in 
the operating profit margin to 14.7%. 

Although the operating income margin declined from the previous year due to the negative impact of 
exchange rate fluctuations, it exceeded the full-year forecast of 12.8%. 
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Next, I will explain sales by product category. 

First of all, artificial teeth were affected by price competition in South Korea and Taiwan, in addition to the 
impact of a rebound in China in Q1. 

On the other hand, in Japan and Europe, sales of digital-related materials for dental prostheses and CAD/CAM 
materials such as zirconia CAD/CAM materials have been strong. In India, sales of ceramic materials, which 
are powder ceramic materials, also remained strong. 

In the chemical products business, except for a decline in sales of analog materials and crown restorative 
materials in Europe, sales were firm in all regions, especially for restorative and conservative materials. 

As for cement in India, there was a concentration of demand from H2 of the previous fiscal year to H1 of the 
previous fiscal year, and although there has been a reactionary effect from this, the current level is about 
double the level before this special demand occurred, and we believe that our share of the market is 
expanding. 

Other special notes are as noted. 
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Next, I will explain sales by region. 

As in Q1, sales increased in Japan, North and Latin America, and China, but declined in Europe, which benefited 
from local business conditions, and in Asia and Oceania, which were affected by geopolitics in some regions. 

However, the decline in sales in Europe, Asia, and Oceania was smaller than in Q1, and sales in Q2 alone 
increased in both areas. 

In China, on the other hand, sales declined in both the previous quarter and the forecast when looking at Q2 
alone due to a rebound from Q1. 

Other special notes are as noted. 
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The following chart shows the factors that contribute to changes in operating income. 

The special items are as stated, but I would like to provide a few additional explanations. 

Positive factors include an increase in revenue and a rise in gross margin. Negative factors include an increase 
in selling, general, and administrative expenses, such as labor costs, advertising, and other expenses. 

The decrease in the cost of sales ratio was due to a favorable change in the product mix in sales, mainly due 
to an increase in the composition of chemical products. 

Selling, general and administrative, SG&A, expenses were planned to increase by 12.1% on a full-year basis in 
the initial forecast, based on the idea of aggressively promoting market development, strengthening sales 
force, and R&D investment in Japan and overseas. Although the progress of implementation has been delayed 
at this point, the increase was 5.7% over the previous year, and as a result, operating income decreased by 
7.5%. 

Personnel expenses consisted roughly of one-third of the increase in personnel and two-thirds of the increase 
in salary levels. 
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I will now explain the balance sheet. 

Investment securities decreased due to the sale of strategic holdings, while inventories increased due to the 
expansion of the sales base. 

The main factors behind this increase in inventory are a temporary increase in the number of products 
purchased individually and based on contracts with suppliers, as well as increased sales in Germany and China. 
Inventory at overseas bases is on the rise due to the expansion of our sales base, but we believe that this will 
be adjusted to an appropriate level over the course of the fiscal year. 

Although the equity ratio remains high at 85.8%, we intend to continue to promote management with an 
awareness of capital efficiency. 
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Next, we will discuss the statement of cash flows. 

Operating cash flow decreased YoY due to an increase in inventories, but free cash flow was positive at JPY800 
million, an increase YoY, due to the use of JPY899 million in proceeds from sales of investment securities and 
JPY924 million for the acquisition of tangible fixed assets. 

Acquisition of property, plant and equipment includes the acquisition of fixed assets related to the head office 
plant and the second production site in China. 

The main financing cash flow was the payment of dividends, totaling JPY11.01 billion or JPY31 per share, 
although this was the dividend paid at the end of the previous fiscal year. 
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I would like to continue by explaining our full-year forecast for the fiscal year ending March 31, 2026. 

Here is a summary of the revised factors that form the assumptions for the full-year forecast and special notes. 

First, the full-year forecast based on Q2 remains unchanged from the initial forecast. Net sales are expected 
to reach a record high for the fifth consecutive year. 

Operating income and ordinary income are expected to decrease as a result of the selection of a stronger yen, 
but excluding the impact of exchange rate fluctuations, the trend of increased income is expected to continue, 
and net income is expected to reach a record high for the sixth consecutive fiscal year, as it includes the sale 
of policy stock holdings, as was the case in the previous fiscal year. 

This fiscal year is the second year of the Fifth Medium-term Management Plan announced last year, and 
although net sales are expected to decrease slightly from the plan, profits are expected to exceed the medium-
term management plan. 

We do not intend to revise our growth investment plan at this time, as we have confirmed that the growth of 
our main products, which was the premise of the plan, is progressing as planned. We will continue to build a 
structure and system that can respond quickly and flexibly to future changes in demand and business risks. 

We expect the impact of the US tariffs to be a negative factor of up to JPY260 million for the full year, but we 
have left the forecast unchanged, including this factor. 

As for measures to reduce this impact, it is necessary to consider price pass-through, but the facility level and 
timing are still under consideration, and at this time, we are not implementing any price increase in 
conjunction with this. 
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Next, here is a summary of key indicators. 

Sales are expected to be minus JPY1,825 million due to foreign exchange assumptions, so the apparent growth 
rate is somewhat low, but we plan for steady growth both in Japan and overseas. 

Gross profit margin declined 0.1 point YoY. In addition, selling, general and administrative expenses are 
planned to increase by JPY1,417 million, and due to the impact of exchange rate fluctuations, operating 
income is expected to decrease by 2.9% YoY, and the operating income margin is expected to decrease to 
12.8% YoY. However, excluding the effect of exchange rate fluctuations on sales and operating income, the 
operating margin would be 13.7%. 

Due to the decrease in operating income, ordinary income is also expected to decrease by the same amount. 

Net income is expected to increase by 8.9% due to an extraordinary gain of JPY863 million from the sale of 
investment securities, an increase of JPY446 million over the previous year. 
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This chart shows sales by product category. 

We plan to continue to see growth driven by chemical products, but we also expect steady growth not only 
in chemical products but also in materials such as artificial teeth, abrasives, and cement. 

For chemical products, while North America, Latin America, and Europe are expected to grow by less than 
10% on a local currency basis, China and Asia are expected to grow by more than 20%, and the contribution 
from emerging countries is increasing. 

Although the full-year forecast remains unchanged, the hurdle for H2 of the fiscal year is higher than the 
forecast for the Q2 cumulative total, with sales declining in local currency terms in both Japan and overseas 
and in each region. We will strive to achieve the plan by understanding the current status of each district and 
taking appropriate measures. 
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This is sales by region. 

In Japan, we expect demand for molars, CAD/CAM resin blocks, and PEEK to expand, as well as for peripheral 
materials such as adhesive systems. 

Overseas, all areas are expected to grow by more than 10% in local currency terms. 

In addition, in North America and Central and South America, we are expecting steady growth in artificial 
teeth, CAD/CAM materials made of zirconia, and diamond abrasives made in Vietnam; and in Europe, 
CAD/CAM materials made of zirconia and resin teeth. In Europe, we are also selling CAD/CAM materials made 
of zirconia and resin teeth. In Asia, we expect sales to increase in such product areas as ceramics and grinding 
materials in India, which are also included in artificial teeth, and diamond grinding materials made in Vietnam. 

Recently, we have been affected by price competition with local manufacturers in China, the trend toward 
digitalization in Europe, and geopolitical risks in the Asian region, but we intend to compensate for these 
factors by expanding in the field of filling and restoration materials, where we have technological superiority. 
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The next section shows the factors that contribute to changes in operating income. 

Despite the effect of increased sales and a lower cost of sales ratio, operating income is expected to decrease 
from the previous fiscal year due to an increase in selling, general and administrative expenses as a result of 
continued aggressive investments in market development, sales force enhancement and R&D in Japan and 
overseas, as well as the negative impact of exchange rate fluctuations caused by the assumed strong yen. 

Although there are positive factors for the cost of sales ratio, such as an increase in the composition ratio of 
chemical products, the decline in the cost of sales ratio has been limited to a small amount due to factors such 
as personnel investments to change work systems in response to a slight delay in factory construction, as well 
as increased personnel investments for the establishment of future production systems both domestically and 
overseas.  

Of the increase in selling, general and administrative expenses, personnel expenses are mainly due to the 
strengthening of the sales structure in each overseas area, and the overall increase in personnel expenses is 
about 11%. 
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Lastly, I would like to explain the impact of foreign exchange rate fluctuations on our full-year forecast. 

The exchange rates for the current period forecast are set at JPY140 to the dollar, JPY150 to the euro, and 
JPY20 to the Chinese yuan. 

The impact of these three currencies on the current operating income forecast is JPY754 million, but including 
them, the overall impact is a negative JPY796 million. 

Since our company's domestic production is approximately 85% and we export it, a strong yen is a negative 
factor. The impact and sensitivity of a JPY1 appreciation on sales and operating income are as shown in the 
table. 

In both cases, only inventories continue to be affected by foreign exchange fluctuations related to 
adjustments to realized gains and losses. 

This concludes my presentation of the Q2 financial results and the outlook for the full year. Thank you very 
much. 

Next, President Takami will explain the progress of the medium-term management plan. 

Takami: My name is Takami, President & COO. Once again, thank you very much for attending our financial 
results briefing today. I will now explain the progress of the medium-term management plan. 

In particular, we will discuss in detail our policies regarding capital expenditure, sales of policy shareholdings, 
and shareholder management. 
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First, I would like to explain the progress of capital investment in our medium-term management plan. 

Demand remained strong in the Group, particularly for chemical engineering products and digital-compatible 
materials. In order to ensure medium-term growth, it is essential to strengthen our production and supply 
systems. 

Under the current medium-term management plan, we plan to invest a total of JPY15.5 billion over the four 
years from 2025 to 2028, which will be the largest investment ever made by our company. 

First, regarding the restructuring of the headquarters plant, we are currently rebuilding the aging buildings 
and completely renewing the production lines at the headquarters plant, mainly in the field of chemical 
engineering products. 

The new plant is designed to improve productivity, promote automation, and increase capacity. This new 
factory was designed with the aim of improving productivity, promoting automation, and increasing capacity, 
so simply put, it will be possible to secure production capacity that is approximately double the current level, 
and up to approximately three times that level when efficiency is taken into account. 

Construction is scheduled to be completed between 2026 and 2027, with some of the facilities starting 
operations in H2 of the fiscal year ending March 31, 2028, the final year of the medium-term management 
plan, but full contribution to sales is expected after the fiscal year ending March 31, 2029. 

Next, we are planning to construct a new plant in Shiga Shofu. Construction is scheduled to be completed in 
September 2027. 



 
 

 

Support 
Japan 050.5212.7790      

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
19 

 

We are strengthening our supply system for digital products such as CAD/CAM resin materials to prepare for 
future expansion of demand. 

Overseas, we opened a new plant in Changzhou, China, in August 2025, and are currently conducting test 
production in preparation for commercial operation. The Company is positioned as a supply base for chemical 
products and cement for the Chinese market, and because of the time required for the Chinese regulatory 
procedures, we expect it to take approximately two and a half years before commercial production is in full 
swing. 

As for Shofu Products Kyoto and the Vietnam base, we are currently examining future demand trends and 
optimal placement and will continue to consider the timing and details of specific investments from a 
multifaceted perspective. 

Our policy is to make decisions while securing a wide range of options from the perspectives of production 
stability and cost optimization. 

Overall, steady progress has been made in strengthening the production base, centered on the head office 
plant, Shiga Shofu, and Changzhou in China. Although there have been delays in some of the planned 
processes, we are generally on track to complete construction and start operations within the mid-term plan 
period and are making steady progress toward establishing a stable supply and a foundation for long-term 
growth. 

 

I will continue with an explanation of the progress of the sale of policy shareholdings. 
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Based on the key policies of our medium-term management plan, which are to improve capital efficiency and 
to ensure management with an awareness of the cost of capital, we are continuing to reduce our strategic 
shareholdings. 

As for progress, cumulative sales through Q2 of the fiscal year ended March 31, 2025, and the fiscal year 
ending March 31, 2026, totaled JPY1,769 million, and sales are progressing at a faster pace than planned. 

For the current fiscal year ending March 31, 2026, we plan to sell JPY1 billion annually, and we have already 
sold JPY899 million by Q2. The transition has been very steady. As for the remainder, we intend to ensure the 
execution of this fiscal year's plan of JPY1 billion. 

As for the details of the execution of the stocks held at the beginning of the period, we sold all of two stocks 
and partially sold one stock. As in the previous year, we are proceeding with a planned, phased sale of the 
property. 

As a result, for the fiscal year ended September 30, 2025, the ratio of policy shareholdings to net assets as of 
the end of September was 14.3%. We believe that we are making steady progress toward the reduction to 
around 10% targeted in our mid-term plan. 

In addition, progress has been made in the dissolution of cross-shareholdings. The number of our company's 
shares held by the other party has decreased by 56,000 shares or 0.16% of the total number of shares issued 
and outstanding, and both parties are making steady progress in dissolving their cross-shareholdings. 

Regardless of the annual sales plan set for the medium-term management plan, our policy is to sell shares in 
order of availability. We will proceed with sales opportunities that contribute to the improvement of capital 
efficiency, taking into account the market environment and our relationship with our holdings, as and when 
the timing is right. 

The funds obtained from the sale will be used appropriately as a source of funds for investment in growth, 
leading to an increase in corporate value. We will continue to ensure cost-conscious management and 
implement capital policies that lead to increased shareholder value. 
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Next, I will explain our shareholder return policy. 

As I mentioned earlier, one of the key themes of our medium-term management plan is to improve capital 
efficiency and increase shareholder value. 

We have a clear policy of capital allocation that balances investment in growth and shareholder returns. We 
take seriously the comments we have received through dialogue with investors regarding capital adequacy 
and capital efficiency, and we recognize that this is an important initiative for improving our corporate value 
over the medium to long term. 

First, regarding our dividend policy, our dividend policy for the medium-term management plan period is to 
maintain or increase dividends compared to the previous year, in principle, with a DOE of at least 3% and a 
dividend payout ratio of at least 40%. 

In the previous fiscal year ended March 31, 2025, DOE was 4.1% and the dividend payout ratio was 40.3%, 
both of which exceeded the target levels. For the current fiscal year, we continue to provide stable 
shareholder returns, with a DOE of 4.4% and a payout ratio of 40.1% projected. 

While the Company reviews the number of dividends according to trends in net income as appropriate, it is 
our basic policy to firmly adhere to our 40% dividend payout ratio policy. In this way, we are building a 
structure in which profit growth naturally leads to increased shareholder returns while at the same time 
maintaining a stable level of returns. 

Next, regarding the acquisition of our own shares, we do not envision any specific implementation at this time, 
taking into account market conditions such as liquidity. However, as the reduction of policy shareholdings 
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progresses and the capital structure is reviewed, we believe there is room to consider share buybacks as a 
future option from the perspective of improving capital efficiency and optimizing capital policy. 

We are committed to achieving sustainable growth in corporate value by expanding our business through 
investment in growth and by returning profits to shareholders as a virtuous cycle. 

We will continue to enhance returns to shareholders while maintaining both stable dividends and improving 
capital efficiency in accordance with the capital allocation policy set forth in the medium-term management 
plan. 

 

Finally, I would like to discuss the results of the current mid-term management plan and our direction leading 
to the next mid/long-term growth strategy. 

The Company is currently restructuring its business foundations, including production, R&D, and sales, in line 
with the Fifth Medium-term Management Plan. 

Steady progress is being made by creating a framework for generating business growth by strengthening our 
production system, refining our portfolio of themes in R&D, and updating our sales structure, which we regard 
as a solid foundation for supporting our growth. 

A year and a half have passed since the start of the current medium-term management plan, and we are 
keenly aware of the next phase of our growth. 

In addition to organic growth, we are evolving into a system that creates new value through collaboration 
with external parties, such as partnerships, alliances, and M&A. We are also placing even more emphasis on 
co-creation across R&D, production, and sales, and building a system where we can create together. We 
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believe that strengthening our organizational foundation in order to transforming into a company that 
provides value from a market perspective, rather than a product perspective, is an urgent issue. 

In terms of business domains, many business opportunities are emerging in the medical and healthcare fields, 
not limited to conventional dental materials. In the global market, the business structure in each region has 
been steadily strengthened, and the foundation for sustainable growth is being developed. 

And our philosophy has always been at the core of our growth. 

Our management philosophy, contribute to global dental care through creative corporate activities, is our 
standard of judgment and a compass that shows us the direction we should go, even in a rapidly changing 
environment. 

With this philosophy as a starting point, we will move forward to the next stage as a corporate entity that 
creates new value while flexibly responding to change. 

With regard to long-term growth strategies, we are focusing on ensuring that the results of the current 
medium-term management plan will lead to the next step, and both sides of management and execution are 
currently engaged in specific and careful discussions. We would like to take some time now and will have 
another opportunity to inform you as soon as we are ready to do so. 

With our philosophy as a starting point, we are making steady progress toward sustainable enhancement of 
our corporate value. We will continue to take on the challenges of the next stage of growth, building on the 
foundation laid by the current medium-term management plan. 

We sincerely hope that you, our investors, will look forward to our future evolution and growth, and as always, 
we sincerely appreciate your frank opinions and dialogue. 

This concludes my explanation. Thank you very much for your kind attention to the end. 
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Question & Answer 

 

Moderator [M]: I will now move to the question-and-answer session. 

We have already received many questions in Q&A, but if you still want to ask questions, please click on a 
raised hand or enter your question by text in the Q&A. If you are called on and raise your hand, we will ask 
you to unmute yourself. Please unmute yourself and state your company name and name followed by your 
question. 

If you are joining us by phone, please raise your hand with an asterisk nine to be assigned, then unmute with 
an asterisk six and ask your question. We will answer your questions by raising hands. 

Now, Mr. Mori, please unmute and ask your question after your company name and name. 

Mori [Q]: I am Mori from Nomura Securities. Thank you very much. Two please. First of all, please tell us about 
the business climate. 

With the risk of recession and worsening global business confidence, and with the current downturn in dental 
implants and cosmetic dentistry, other companies are seeing a slight deterioration in their business. Please 
tell us about the extent to which your business is affected by these economic conditions, which product 
groups are affected most, or whether you have few of them and are more defensive. Please also tell us about 
your product portfolio and the impact of economic conditions. 

Takami [A]: Yes, thank you. I will now give you, my response. 

Regarding the business climate, our company really deals mainly with basic materials for treatment. For 
example, we rarely deal with large machines that require capital investment, and we do not have any overseas 
operations for implants or other advanced treatment materials that are self-funded in Japan. Therefore, the 
treatment is really basic as far as dental treatment is concerned. 

In this context, there is no economic impact, and while it is not zero, it seems to be limited compared to the 
overall economy. 

Mori [Q]: Thank you. Second. 

I think you have a new plan in mind, but your company is a cautious and careful company with a sense of 
management speed that differs from the world of stocks. How much do you take this sense of speed into 
account in your next plan? 

Takami [A]: Yes. As you say, we are aware that this is one of the issues we need to address. We would like to 
grow with speed in the future, and in doing so, as I mentioned earlier, we believe that M&As are a necessary 
way to buy time. 

In that sense, we want to work on growth with speed. We would like to strengthen our efforts in various areas. 

Mori [M]: Thank you. That is all. 

Takami [M]: Thank you. 

Moderator [M]: Thank you very much, Mr. Mori. 
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Okay, next, would anyone like to raise their hand? Yes. Since no one seems to have raised their hand, we will 
first take questions about the content that has been sent in the Q&A chat. 

Participant [Q]: The first is, the growth of foreign chemical products, which has been a growth driver for the 
past several years, appears to be slowing. What factors are having a strong impact by region, Europe, North 
America, China, etc.? Is this due to price competition, our product lineup, or a problem with your sales 
structure? If there are any, please tell me temporary factors and structural factors separately. 

Takami [A]: Thank you. There are various factors depending on the region. In China, for example, competition 
is intensifying as Chinese companies have been growing in recent years. 

We would like to further strengthen our sales efforts and make clear the difference between us and other 
companies in terms of the quality of our products. 

In Europe and developed countries, competition for composite resins and chemical products is very tough, 
but there was some inventory adjustment, especially in Q1 of this fiscal year. Since Q2, the numbers have 
been recovering, so we view this as merely a temporary issue.  

We are planning to compete with Chinese companies by manufacturing mainly plastic products and chemical 
products made in China and selling them in China, although it will take some time before we can start 
commercial operations at our plant in Changzhou, China.  

Yamazaki [A]: I am Yamazaki, if I may add a little more, in the chemical and industrial products segment, there 
are three major product areas: filling and restorative materials, as mentioned earlier; and dental crown 
materials, which are used for crowns of teeth; and in Japan, CAD/CAM materials. in addition to these three, 
there are denture materials, and filling and restorative materials, mainly filling and restorative materials and 
so-called [inaudible] products, have continued to grow steadily. 

Now, in terms of dental crown materials, in Europe, there is some replacement by CAD/CAM; and in some 
places, CAD/CAM is being replaced by CAD/CAM made of zirconia material; and in China the rise of local 
manufacturers has led to price wars. 

Some of these factors are structural, and in order to resolve them, in Europe the entire market is shifting to 
digital, so we are currently working to strengthen our product lineup so that we can keep up with this trend. 

Yes, that is all. 

Moderator [M]: I will now proceed to the next question that we have received. 

Participant [Q]: Profit margins are continuously deteriorating, but how regularly and to what extent are you 
able to pass on prices for raw materials and logistics costs? 

Is there a guideline for the frequency of price increases over the past three years and a policy for future 
periodic price increases, e.g., a few percent once a year? That is all. 

Takami [A]: Regarding price increases, we have been doing this on a regular basis. However, there is also the 
issue of competitive products, so we are raising prices while keeping a close eye on this issue. In this respect, 
we are not raising prices at a clearly determined time, but we are raising prices in response to competing 
products. 
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In Japan, we have not revised or raised prices in recent years, but we have raised prices since about two years 
ago, and there has been no decrease in sales volume as a result. From that point of view, we would really like 
to go with the timing. 

As for the impact on costs, Mr. Yamazaki would like to give a brief explanation. Mr. Yamazaki? 

Yamazaki [A]: With regard to the cost of sales, it is true that the price of individual raw materials has risen, 
which has affected the cost of sales in some areas, but the ratio of materials to the total cost of sales is very 
low, so these factors do not have a significant impact on the overall gross profit margin. We would like to 
improve our profit margin by expanding the volume more than that. 

Takami [M]: Thank you. 

Moderator [M]: Okay, I will read out the next question, the question that we have received. 

Participant [Q]: In the dental industry, the shift toward digital prosthetics has been accelerating with the 
adoption of CAD/CAM technology. What area of the digital realm does SHOFU place the most importance on? 
That would be the zirconia material, scanner, and milling software. 

Takami [A]: For our company, we will focus on materials in the digitalization of CAD/CAM. 

As for materials, we believe that both milling and 3D printers will continue to grow. Among these, the specific 
material that you mentioned is zirconia, which is becoming increasingly popular not only in Japan but also 
around the world. We started out as a manufacturer of artificial teeth, and the proportion of artificial teeth is 
very high, but in the future, even these will be replaced, so we would like to focus on zirconia and 3D printer 
ink materials to respond to the rapid shift to digitalization. 

Regarding machines, it's not that we're not naturally good at machines, but we would like to purchase 
advanced machines from other companies, develop the materials to be used in them, and bring them to 
market. 

I have explained the situation of our digitization. Software is also a different field from our specialty, so we 
are thinking of collaborating with other companies. 

Moderator [M]: Thank you very much. I will now read the next question on your behalf. 

Participant [Q]: What strategy do you plan to use to raise the ratio of overseas sales over the next three to 
five years? Please explain what, where, and how. 

Takami [A]: For our company, as for items to focus on overseas, we will continue to focus on chemical 
engineering products, which we have been doing in the past, and among them, filling and restoration 
materials. 

We would like to expand our product line, which we call Giomer, using our proprietary S-PRG technology, to 
as many teachers as possible, using KOLs and such teachers as billboards, not only in Japan but also in other 
parts of the world, where we have established a network of KOLs.  

The other is cement, which we have also recently introduced. There is a very large market here as well. 

We would like to expand such things in the future, and there are two uses for cement there. There are two 
types of cement: cement used for bonding objects and cement used for filling and restoration materials. 
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There is a very large market for both. In particular, we will be focusing on cement, a filling and repair material, 
as there is very high demand in emerging countries and other areas. 

We would like to set specific numbers from now on, but we would like to focus on products such as filling and 
restoration materials and cement, both in emerging and developed countries. 

There is one more thing, diamond bars that are manufactured in our company in Vietnam. We are planning 
to expand this product worldwide and have already started sales in Japan ahead of other countries. The 
numbers for this are also growing steadily. 

Since the beginning of this year, we have been selling diamond bars to overseas customers as well, and we 
would like to continue to focus on sales in this area. 

Thank you very much. 

Moderator [M]: Thank you very much. Does anyone have any other questions? Please raise your hand or fill 
out the Q&A. 

Do you have any questions? Since there seem to be no questions, we will end the question-and-answer 
session, albeit a little earlier than scheduled. 

Finally, Mr. Takami would like to greet you. 

Takami [M]: Thank you all very much for taking time out of your busy schedule today to attend our briefing. 
Thank you for your continued support. Thank you very much for your time today. 

Moderator [M]: With that, we will conclude the financial results briefing of SHOFU INC. for Q2 of the fiscal 
year ending March 31, 2026. 

As mentioned at the beginning of this presentation, we would appreciate your cooperation in filling out a 
questionnaire after the event. After this, the screen will switch to the questionnaire screen. We appreciate 
your cooperation. 

Thank you very much for your participation to the end of today's meeting. 

[END] 

______________ 
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