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Presentation 

 

Moderator: Thank you very much for taking time out of your busy schedules to participate in today's financial 
result briefing for the fiscal year ended March 2024 of SHOFU INC. The presentation materials used today can 
be viewed and downloaded from our IR page. Please make use of them as appropriate. The meeting is 
scheduled to end around 16:30. 

First, allow me to introduce the attendees from the Company. We have Mr. Tetsuo Takami, President and 
Chief Operating Officer, and Mr. Fumitaka Yamazaki, Director and Senior Managing Executive Officer. 

Mr. Yamazaki, Director and Senior Managing Executive Officer, will give an overview of the financial results 
for the fiscal year ended March 31, 2024, and the outlook for the current fiscal year, followed by a 
presentation on the medium-term management plan by Mr. Takami, President and Representative Director. 
After that, we would like to move on to the question-and-answer session. Now, let me ask Mr. Yamazaki for 
an overview of the financial results for the fiscal year ended March 31, 2024, and the outlook for the current 
fiscal year. 

 

Yamazaki: I am Yamazaki, Senior Managing Executive Officer of the Company, as introduced. Good afternoon. 
Thank you very much for attending and watching today's financial results presentation of SHOFU INC. As the 
moderator mentioned, today's briefing will consist of two parts, the first half of which will be an explanation 
of the financial results for the fiscal year ended March 31, 2024, and the outlook for the fiscal year ending 
March 31, 2025. Let me begin. 
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This is a financial results summary. 
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For FY3/24, the Company reported net sales of JPY35,080 million and operating income of JPY4,709 million, 
up both in sales and income compared to the previous year and the forecast. Sales remained strong both at 
home and abroad with 10.7% YoY increase, thanks to the positive impact of exchange rate fluctuations on 
overseas sales. 

Operating income increased 23.1% despite a JPY1.4 billion increase in SG&A expenses due to the effect of top-
line growth and higher gross margin. The positive effect of exchange rate fluctuations on operating income 
was JPY300 million. 

In the FY3/25, we expect the solid performance to continue from the previous fiscal year both in Japan and 
overseas. We have set our foreign exchange rate assumptions based on a stronger yen than the current trend. 
If we exclude the currency effect, it will be 10.7% increase in net sales, which is higher than the growth of the 
previous year. 

In terms of profit, operating income is expected to increase only slightly by 1.9% due to a decline in gross 
margin, an increase in SG&A expenses, and the negative impact of exchange rate fluctuations. We expect a 
negative effect of approximately JPY400 million on operating income due to exchange rate fluctuations. 

Regarding shareholder returns, for FY3/24, we plan to increase dividends by JPY5 YoY to JPY62 per share. For 
the current fiscal year, we plan to raise the dividend payout ratio to 40% or more and DOE to 3% or more, 
respectively, and plan to pay JPY88 per share on a pre-split basis. 
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I would like to continue with a more detailed explanation of our financial results for FY3/24. 
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This page summarizes our performance for FY3/24 compared to the previous year and to our forecast. Sales 
increased 10.7% from the previous year to JPY35,080 million, with domestic sales up 4.3% and overseas sales 
up 16%. 

Excluding the JPY1,271 million effect of exchange rate fluctuations, overseas sales were up 8.7% on a local 
currency basis, and domestic and overseas sales in total were up 6.7%. 

The main reason for the increase in domestic sales was the growth of CAD/CAM material for molars, SHOFU 
Block PEEK, which was included in the national health insurance coverage in December last year as well as the 
sales growth in related adhesive systems. 

Overseas sales were driven by chemical products, primarily in China and Asia, with the positive impact of 
exchange rate fluctuations also contributing to the solid performance. 

Gross profit rose 0.8 points due to a rise in overseas sales, an improvement in the sales mix such as higher 
sales of chemical products, and a high level of production capacity utilization. 

SG&A expenses increased by JPY1.4 billion, but excluding the effect of exchange rate fluctuations, the increase 
was 6.1%, which we consider as a normal increase due to business expansion and increased activities. 

As a result, operating income increased 23.1% from the previous year. 

Non-operating expenses include an increase in workshop expenses to strengthen the activities of the 
membership organizations for dental professionals. Extraordinary gains include the gains in the sale of 
securities and the partial recovery of the damage in remittance fraud. Extraordinary losses include an 
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impairment of fixed assets. These resulted in the increase in ordinary income and net income, though smaller 
compared to the operating income growth. 

 

Please turn to page six for the YoY changes in operating income. Operating income increased by JPY884 million 
against a JPY3,401 million increase in sales. The gross profit margin increased 0.8 percentage points and the 
SG&A ratio decreased 0.6 percentage points, resulting in a 1.3 percentage point increase in the operating 
profit margin to 13.4%, a new record high for both value and profit margin ratio. 
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Please see page seven for net sales by product category. Sales growth was driven by chemical products, which 
remained strong in all areas. In Japan, main driver was CAD/CAM resin block PEEK. Overseas sales were driven 
by filling and restorative materials as well as composite resins for dental crowns. 

In the chemical products business, supply constraints were largely resolved through diversification of raw 
material procurement channels and establishment of a system to increase production. We have resumed 
aggressive promotion, especially overseas. 

CAD/CAM resin block PEEK was included in the coverage of health insurance in last December for all molars, 
back teeth, which means that treatment with CAD/CAM materials can be covered by insurance for all parts. 
According to the most recent statistics by dental practice, the overall conversion rate to CAD/CAM is about 
20%, so we believe that there is a lot of room for growth in this area. 

Other topics are as noted. 
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Please see page eight for net sales by region. Topics for each region are as noted. In North America and Latin 
America, sales of filling and restoration materials under chemical products business were strong due to the 
resolution of supply constraints, but overall sales remained almost flat due to the impact of inventory 
adjustments in the distribution of abrasives and other materials. 

Europe and Asia ex China & Oceania include shipments to Middle East and Africa. The total size of sales in this 
region is JPY744 million. Although initial inventory from new customers is included, sales increased by about 
22% on a local currency basis compared to the previous year.  



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
10 

 

 

See page nine for operating income swing factors. Positive factors include the effect of increased revenue, 
lower cost of sales ratio, and the impact of foreign exchange rate fluctuations. The decline in the cost of sales 
ratio was due to an increase in the ratio of overseas sales, an improvement in the sales mix such as higher 
sales of chemical products, and a high level of production capacity utilization. 

Negative factors include an increase in SG&A expenses, but this was absorbed by higher sales and gross profit, 
resulting in a 23.1% increase in operating income. 

Of the increase in SG&A expenses, personnel expenses increased 4.2% overall, mainly due to the head office's 
R&D and international divisions, as well as the strengthening of overseas sales organizations. 

Consolidation adjustments under forex impact are due to exchange rate fluctuations related to the increase 
in unrealized gains on inventories as of the end of the reporting period. Because these are the deductible 
earnings other than the movement of goods, they had a negative impact on profit. 
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Moving on page 10 for the balance sheet. 

The increase in assets was mainly due to an increase in inventories, investment securities due to higher stock 
prices, and pension assets related to retirement benefits. 

The increase in inventories is due to stockpiling for the resumption of aggressive promotions with the 
elimination of supply constraints at overseas locations. Among investment securities, strategic shareholdings 
increased by JPY2,605 million from the previous year to JPY8,899 million due to the rise in stock prices, which 
exceeded the sale of three issues in the period under review. 

For liabilities, there was an increase in deferred tax liabilities related to unrealized gains on securities. 
Meanwhile, borrowings are being repaid. 

The increase in net assets was due to net income as well as an increase in unrealized gains on investment 
securities and foreign currency translation adjustments. Due partly to the repayment of debt, equity ratio 
rose from 80.8% to 82.7% from the previous year. 
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Page 11 shows the status of cash flow. Although inventories increased relative to after-tax operating income, 
depreciation and amortization also increased, resulting in operating cash flow that was generally in line with 
after-tax operating income. 

The Company has sold all three of its strategic shareholdings, two of which have been sold in their entirety. 
Proceeds are being used to fund a portion of capital expenditures and to repay debt. The ratio of shareholder 
return to free cash flow was 61.2%. 
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Next, let me explain our forecast for the fiscal year ending March 2025. 
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Page 13 summarizes the qualitative factors underlying the full-year forecast and descriptions of key factors. 

Net sales, operating income, and net income are expected to increase for the fourth consecutive year and 
reach record highs. In addition, the Company will develop a system and capability that can respond quickly 
and flexibly to enhance our corporate value, investment for business growth, accommodate the demand 
increase and address any business risks.  

In particular, our greatest regret in the previous medium-term plan was the opportunity loss caused by 
insufficient supply capacity. We will therefore promote to rebuild our production system. This will be 
explained later in the part of medium-term plan. 

In addition, on May 1, we officially announced our medium-term management plan for the four-year period 
beginning with the current fiscal year, in which we decided on a two-for-one stock split with a base date of 
September 30 of this year. Please note that the earnings per share and dividends shown in this material take 
this into account. 
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Page 14 shows comparison of key metrics. 

Sales are expected to be negative JPY977 million due to foreign exchange assumptions. Therefore, growth 
seems somewhat low, but we plan for strong sales both in Japan and overseas. 

The gross profit margin is expected to decline 1.1 percentage points from the previous year, and SG&A 
expenses are planned to increase by JPY1,074 million. Therefore, operating income is expected to increase 
only slightly by 1.9% from the previous year, partly due to the negative impact of exchange rate fluctuations, 
and the operating income margin is expected to decline to 12.7% from the previous year. 

However, excluding the impact of exchange rate fluctuations on net sales and operating income, the operating 
income margin is expected to remain almost unchanged from the previous year. 

Ordinary income will decrease by 4.4% due to the absence of the foreign exchange gain of JPY225 million that 
was included in non-operating income in the previous fiscal year. 

Net income is expected to increase by 5% due to an extraordinary gain of JPY531 million from the sale of 
investment securities. 
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Page 15 shows net sales forecast by product category. 

Although chemical products will continue to be the largest contributor to revenue growth, we expect growth 
in all businesses and product categories. For chemical products, we expect growth of around 10% in North 
America, Latin America, and Europe on a local currency basis, and more than 20% in China and Asia, with 
emerging countries making a greater contribution. 
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Page 16 shows net sales forecast by region. 

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

For overseas, in Europe and Asia ex China & Oceania, we expect some adjustments of initial inventory in the 
previous fiscal year for Middle East and Africa. In North America and Latin America, we are now in a position 
to actively promote chemical products while the impact of distribution inventory adjustments will disappear. 
In China, we expect steady growth to continue, especially in chemical products. We are currently unaffected 
by the economic slowdown in China and the preferential policies for made-in-China products. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
18 

 

 

Page 17 shows the factors contributing to the change in operating income. 

Negative factors include an increase in the cost of sales ratio, an upward trend in expenses except for 
depreciation and amortization, and the negative impact of exchange rate fluctuations, which are expected to 
be absorbed by the effect of increased sales. 

The increase in the cost of sales ratio is due to the normalization of high capacity utilization rate after recovery 
from product shortages in the previous fiscal year, as well as increased investment in human resources to 
build a solid production system. 

As for the decrease in depreciation, due to a change in accounting policy, the depreciation method will be 
changed from the declining-balance method to the straight-line method starting this fiscal year. The impact 
of this change is about JPY200 million, and depreciation and amortization expenses will decrease by this 
amount. 

Of the increase in SG&A expenses, main factor in personnel expenses is strengthening of the sales structure 
in the US, China, and other regions. Overall, we expect 8.7% increase in these expenses. 
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Page 18 shows the impact of exchange rate fluctuations. The exchange rate assumptions for the current year 
are set at JPY140 to the dollar, JPY150 to the euro, and JPY19 to the yuan. The overall impact on operating 
income shown here is expected to be JPY400 million, including JPY333 million from these three currencies. 

The appreciation of the yen is a negative factor in our earnings structure, and the impact and sensitivity of a 
one-yen appreciation on net sales and operating income are shown in the table. 
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I would like to conclude the first half of the presentation by explaining our dividend policy. 

First, we have decided to change the target dividend payout ratio from 30% to 40% and the target DOE from 
1.7% to 3%, effective this fiscal year. For FY3/24, we plan to increase the dividend by JPY5 compared to the 
previous year to JPY62. For FY3/25, which is the current year, we plan to pay JPY88 with a dividend payout 
ratio of 40%. 

This is the equivalent amount prior to the stock split. The actual interim dividend will be JPY36 before the 
stock split, and the year-end dividend will be JPY26 after the stock split. 

We are not considering share repurchases, which are frequently asked by investors. The first reason is that 
the liquidity of the Company's shares in the market is low, and the Company believes that it is not appropriate 
to acquire treasury stock by the method of buying it up from the market. The other factor is that, as we will 
explain in the part of medium-term management plan, we intend to make aggressive investments for growth, 
and we are not currently considering share repurchases due to the funding needs for growth-oriented 
investment. 

This concludes the first part. Thank you very much for your attention. Next, President Takami will explain the 
next medium-term management plan, the fifth medium-term management plan. 
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Takami: Thank you. Let me introduce myself again. I am Takami, Representative Director, President & COO of 
the Company. Thank you very much for attending our financial result briefing for FY3/24. I would like to 
explain the fifth mid-term management plan of the SHOFU Group, which was announced on May 1. 
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My presentation will include a review of the past plans, details of the new mid-term plan we just announced, 
and our long-term vision. 
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First, I would like to review our past management plans, especially the long-term vision formulated in 2012 
and the most recent plan, the fourth mid-term management plan. 
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In May 2012, just before our 90th anniversary, we announced our 10-year plan. We have set a goal of 
achieving group sales of JPY50 billion, of which domestic sales accounting for JPY17 billion and overseas sales 
of JPY33 billion, operating income of JPY7.5 billion, and operating profit margin of 15% in the fiscal year ended 
March 31, 2022, which marks the 100th anniversary of our founding. 

Since the Company's sales for FY3/12 were JPY15.9 billion with overseas sales of JPY3.7 billion, there were 
many skeptics at the time as to the probability of achieving this goal. 

As a result, 10 years after the plan was formulated, we were not able to meet our initial target for the fiscal 
year ended March 31, 2022. However, we are steadily progressing toward the target, with group sales of 
JPY35 billion, of which overseas sales were JPY20.1 billion for FY3/24, as explained earlier. 
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In light of the progress of our long-term vision, I would like to review our most recent fourth medium-term 
management plan. First, let me review our business performance. As you can see, we have significantly 
exceeded the planned figures for the entire period and for all indicators. In addition, we were able to increase 
net sales and profits every year during the plan period, and record profits were achieved. 

ROE had been expected to be 4.1% in the first year which was FY3/22, but it exceeded 8%. Since then, ROE 
has continued to rise over the mid-term plan period, reaching 9.5% in the final year, which is the previous 
fiscal year. 
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Next, let me review the key issues. 

As one of the sources of our corporate value, we have introduced new materials and equipment that respond 
to the digitalization of dentistry as well as new products such as filling and restorative materials, cements, etc. 
We have received numerous inquiries about them. As for production, we established a plant in Vietnam and 
started full-scale operations, including the transfer of some production lines for abrasive materials for export 
from Japan. 

On the other hand, at domestic production sites, supply could not keep up with the rapid increase in demand 
for chemical products, resulting in a backlog of orders and opportunity losses. Enhancement of production 
capacity remained as an issue. 
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Another major challenge is to increase the awareness of our brand in overseas. We have been expanding our 
overseas bases and sales network, including active recruitment of human resources globally, and at the same 
time, we have continued grassroots activities to directly disseminate information to our end customers, dental 
professionals, by exhibiting at trade shows around the world and holding lectures and hands-on seminars. 

These steady efforts have borne fruit, and our products are now sold in 120 countries and regions, making 
them available in many parts of the world. 
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In addition, we have actively collected information, reviewed projects, and strengthened alliances with a view 
to expanding into new business areas. 
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Now that I have reviewed the past, I would like to explain what we should do next in line with the fifth 
medium-term management plan that we have just announced. 
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This is our key message in this plan. First of all, we expect to achieve our long-term vision of JPY50 billion in 
group sales in the final year of this plan, as I mentioned earlier. 

Although previous mid-term plans were based on the three-year cycles, the new plan is based on a four-year 
period to ensure we achieve this target. Since the group sales for the previous fiscal year were JPY35 billion, 
we estimate that sales will increase 1.4 times in four years. 

The key factors to increase the likelihood of hitting the goal are the enhancement of production capacity and 
supply network. In anticipation of future business expansion, we plan to invest JPY15.3 billion over the next 
four years, one of the largest investments we have ever made, mainly in production facilities. These 
investments are planned to be funded by cash flow from operations, unwinding strategic shareholdings, and 
some debt financing. 

We recognize that shareholder returns as well as investment are important management issues, and we plan 
to raise the dividend payout ratio from 30% to 40% and the DOE from 1.7% to 3%. 
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I would like to elaborate on what I just mentioned. This is a summary of the previous year's results and key 
numerical targets for the next four years. For net sales, we expect average 9% CAGR for the period, while 
overseas sales are expected to grow at a rate of over 11%. 

While overseas sales will continue to be the driver of earnings growth during the next mid-term period, we 
expect solid growth in Japan as well, based on an enhanced business foundation. Profits and profit margins 
are expected to have an upward trend. 

We expect gross profit to improve and the SG&A ratio to be reduced relative to top-line growth. Operating 
profit margin is expected to reach 15% in the final year, which is the target of our long-term vision. We expect 
to continuously renew the record high levels of both revenue and profit throughout the entire period. Without 
slowing down the pace of growth, we will continue to drive businesses to achieve these targets. 
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There are challenges that we must overcome in order to achieve the management plan. Looking back at the 
previous plan, many things still need to be addressed on an ongoing basis, and we have once again identified 
key issues and measures to address them. As listed here, they include issues related to R&D, sales, production, 
and human resources. 
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We have also added the promotion of sustainability management as a new key management issue. 
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Let me explain some of the particularly important issues. First, these are our countermeasures for R&D-
related issues. As we have stated in the past, we are an R&D-oriented company who actively and continuously 
invest in these activities. 

In particular, as described here, our policy is to develop products from a global perspective, to develop 
products for the middle class and volume zone, and to develop products for the purpose of creating markets 
in new fields. We also actively promote an upgrade and enhancement of existing products. 

New products, which we define as products that have been on the market for less than 36 months, include 
Beauty Bond Xtreme, a dental bonding agent; Beauty Link SA, a self-adhesive resin cement; iSpecial C-5, a 
digital camera for dental use; and SHOFU Block PEEK, the only CAD/CAM crown material in Japan that is 
covered by insurance for all molars. We receive many inquiries for them.  

The ratio of new product sales to total sales was 15.9% for the previous fiscal year, and we intend to raise this 
ratio to 20% and maintain high level of new product contribution. 
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Next, let me review some sales-related issues. 

Since we have been operating in the dental materials field in Japan for many years, we are proud that the 
recognition of the SHOFU brand is reasonably high, especially in artificial teeth and abrasives, where we have 
the largest market share in Japan. On the other hand, we expect that there is still room for growth in filling 
and restoration materials and CAD/CAM materials. 

In addition, there is an increasing perception that dentistry is not only about treatment, but also require 
regular care by visiting dentists as well as daily personal care. The basic policy of Japanese government also 
clearly states the importance of universal dental checkups. 

Although the specifics are still in the early stages of development, we expect the preventive dental care to 
expand steadily in the future. 

Last September, we revamped our existing dental care brand, Merssage, and greatly expanded our toothpaste 
portfolio, especially for the general public. We hope that this product will be useful for the oral health of the 
general public through dental clinics, as it can maximize the effectiveness of the product when used under 
the guidance of a specialist in a dental clinic. 

For overseas, we recognize that the awareness level of SHOFU brand is still not sufficient. However, we are 
confident that our products are not inferior to our competitors' products in terms of service and quality, and 
we expect a large growth potential for business expansion. 

As part of our efforts to increase recognition globally, we plan to establish new bases in key countries and 
regions and increase the number of personnel engaged in academic and sales activities. In addition, by 


