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Presentation

Kitamura: The time has come, and we will now begin the presentation of TSUMURA & CO.’s business results
for Q2 of FY2023. Thank you very much for taking time out of your busy schedule to join us today.

This event is being held in a hybrid format of in-person at our headquarters and webcast. Please note that we
will give a presentation without masks, as we have sufficient distance from the audience.

For web participation, audio will be played from the teleconferencing system. The presentation materials and
video will be available on the webcast of the C-Meeting. Please note that no audio will be played from the C-
Meeting. The presentation materials are also available on our website.

| would now like to introduce today's attendees.

This is Kato, President, Representative Director, and CEO. This is Sugii, Director and Co-COO. This is Handa,
Director and CFO. This is Okada, Outside Director. This is Adachi, CHRO. This is Sorada, Executive Officer, Head
of Sales and Marketing Division. This is Konda, Executive Officer, Head of Kampo Research and Development
Division. This is Kumagai, Executive Officer, Head of Production Division. These are the eight members present.

| am Kitamura from Corporate Communications Department, and | will be your moderator. Thank you very
much for your cooperation.

Today’s Agenda e TSUMUA

01 | Purpose-driven Value Creation & Capital Policy

Today's agenda.

First, Kato will explain about purpose-driven value creation and capital policy. Handa will then explain the
details of the capital policy and the overview of the financial results for Q2 of FY2023.

The presentation is scheduled for approximately 30 minutes, then we would like to answer any questions you
may have. The end time is scheduled for 2:00 PM.

Support
Japan 050.5212.7790 North America 1.800.674.8375 — SCRIPTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asia’s Meetings, Globally

3



Now, Kato will explain. Thank you.

Terukazo Kato: My name is Kato. Thank you very much for your participation. | would like to express my
sincere gratitude to all of you for your continued support of our company and Kampo medicine.

In today's financial results briefing for Q2 of FY2023, | will first explain the cycle and story of purpose-driven
value creation from a corporate governance perspective. Next, CFO Handa will explain the basic capital policy
released yesterday, the new shareholder returns policy, and the Q2 financial results.

Corporate Governance
Purpose/Corporate

Board of Directors

‘ - Co-COO Co-COO
Outside General Executive Officers’
directors . Representative for Meeting
China
[ Outside Directors’ Meeting ] CFO . Sustainability Organizational and Human
Committee Capital Policy Committee
Nomination / Remuneration ® CHRO | Risk Management || Compliance Committee
Advisory Committee ah Committee

Long-Term Full-Time Audit and Medium-Term
Management Vision Supervisory Committee Management Plan
Cap_ltal rategic challenges/capita
policy

Let me first give you an overview of the purpose-driven value creation and capital policy.

efficiency

The Board of Directors has been discussing value creation and capital policy from a purpose-driven view, as
you can see in the structure.

Under the leadership of the Board of Directors, a new purpose, “Lively living for everyone,” was established.
We have been studying the purpose-driven value creation cycle, process, and story.

In addition, we have adopted a fundamental management policy that will form the basis of our long-term
management vision, TSUMURA VISION “Cho-WA” 2031. At the same time, we have also formulated a
sustainability vision toward carbon neutrality in 2050 and environmental targets as an action plan for 2031.

The materiality has been completely updated, and based on financial theory and balance sheet management,
a basic capital policy has been formulated, including capital efficiency and optimal capital structure, and a
new shareholder return policy based on the policy.
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Oversight Functions of the Board of Directors and Leadership

Board of Directors
June 2017

- Shift to Company with an Audit and Supervisory Committee
-The Board of Directors will consist of a majority of independent
outside directors

-Established the Nomination / Remuneration Advisory Committee
(Chair: Outside director)

June 2021 -Formulated a bold management policy ’ TSUMURA VISION “Cho-WA” 2031 ‘
e . m T
-Newly established the Principles and the Corporate Purpose

-Formulated the Long-Term Management Vision,
TSUMURA VISION “Cho-WA” 2031

-Established the Sustainability Vision

UOIEAOUU] PUE UORIPE.L

-Revised the TSUMURA GROUP DNA Pyramid R W,
May 2022 -Introduced a long-term performance-linked, stock based T ——
remuneration system o— T ——
September 2023 -Updated materiality 5SS [y

November 2023 -Formulated the basic policy for the capital policy and a

@ Scrergthening and enhancement of orparate govemance.

new shareholder return policy et

As you can see, as part of the Board's oversight and leadership role, we have been discussing organization and
institutional reforms or value creation in chronological order. As described in this Integrated Report 2023, we
will accelerate our efforts to enhance corporate value.

Tsumura Group Value Creation Cycle rrea Gl

AKampo medicine-inspired organization, in ‘ Asource olnew value and profits/centripetal 1arce
which new value s created through the and
well-balanced collaboration of wiling workers
striving to fulfill their potential

— Eachemployee is motivatedto
energetically engage in their work As a result,
their full potentials realized.

managemem are promoted in line \Mlh the Corpuvate Purpose.

Capital emerging as a result of capital
types 1to6

7 Flnanclal —Profits obtained are reinvested in
2. Human capital capital respective capltals.

Human assets/potential Funding/
business partnerships

Corporate Centripetal

Mission
Corporate force Know-how and intellectual ;;“"bt:;r;:;d?:
Valie Achievement of Picperty pertainingto Kmpo WA Ve e

and arudedinigs whichhave
Corporate i N
Purpose the Visions beenaccumuated since the 7 Kampolomuatons
Susainabiy Wsion ikt
Long-Term aadm@loleaphu nacy

Management Vision

— Various knowledge reated 6. Social and Wa phacmecestcal

to Kampo medicine and
ncles and medical
b ol it 33 lntellectual relationship R e

o X
acamiatedanddgraized (IS cagital : : u capital positive change in society.
llﬂemdnq:

know-how

Principles

Cultivating Dialogue Culture Shared value/brands

d values serving

Cultivation research and "
L 52 Manufacturlng Supplying high-quality Kampo
formulations in a stable manner by

capital

4. Natural

aimed at protecting the natural

environment in crude drug capltal leveraging Tsumura’s proprietary
production areas o Production equipment/ manufacturing technology
> Tsumura vlues the natural R (eXicet production technology — Safe and relable Kampo formuations

drcular model are steadiy supplied thanks to the
Group's proprietary production
technology and system.

environment more than any other
company, and we have established a
sustainable system based on our belief
that the quality of Kampo products
depends on the plants growing in the
fiekds.

Tsumura's dialogue theory

r. Fostering a culture of discussion

As shown in the diagram on the upper left, the Group's value creation cycle starts with Principles and Purpose,
and spirals upward by practicing management based on Corporate Mission and Vision, with these as the core
driving forces, and continuing to rotate the cycle of value creation using seven types of capital, including
organization capital as invested capital.
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The strength of the Group's unique organization capital is referred to as Kampo organization. As shown below
left, it is a cyclical model that practices coaching and team building through dialogue based on purpose and
value as a centripetal force, creating quality of relationships, thinking, action, and results.

Tsumura Group Process for Value Creation £ TSUMLRA
Integrated i -
IMPACT « Realization of a society of healthy longevity Re:)o:rjotn - 2%
OHSOCietV » Maintenance of a rich natural environment ‘“pmn?fog‘f.f ‘% /?
value creation /‘&\ A

OUTPUT | Sclence
. » Creation of new value through pharmaceuticals and products derived from natural substances
Results of business . - - )
activities « Sustainable, stable supply of pharmaceuticals products such as Kampo formulations, which are
traditional pharmaceuticals
Nature Health Reinforcement of
+ Sustainable procurement of raw materials + Expansion of access to high quality pharmaceuticals and business foundations
MATE RIALI I I (research on cultivation of crude drugs, etc.) Bloducs derved fiom patinel bstances
-« Recycling use of resources .S . Exﬁ:nsion'of t(l;e standardization of Kampo and . ing and of
4 . ‘ . uilding of evidence corporate governance
Im porta nt issues in ;r;csicrl\llr;?l :r: :;S; ;C: '::‘Yde drug residue) . lnittti‘alivesd fortpelr"sor:alized Kampo treatments through . Utirlizartian of‘::li\:erse human resources
i Tviti ks cutting-edge technology . irati f
bus' ness aCtIVItIeS (f_35t°l'3ﬁ°" of forests, soil, water sources) + Contribution to health suitable for each individual’s life stage ggtvlvvsasg? p%t:::;f’:;?ﬁ;g g:‘lr?utgzat
« Climate change countermeasures (treatment, ;;ne-symptomatlc disease, healthcare dialogue
(realize carbon neutrality) (prevention).

Invested Capital

Here is the value creation process based on this cyclical cycle.

Based on our fundamental corporate values of “The Best of Nature and Science,” we invest seven capitals to
solve “materiality”, which are important issues in our business activities, such as nature, health, and
strengthening our management foundations. And by science the results of those business activities, we create
value through pharmaceuticals and products derived from natural substances, which we believe in.

At the same time, we will realize a sustainable and stable supply of pharmaceutical products such as Kampo
formulations, which are traditional pharmaceuticals from procurement of raw materials crude drug, through
the establishment of an advanced system.

Based on the concept of CSV, we aim to create a positive impact on society by sharing the value and outcome
through these businesses and aiming to provide medical care that leaves no one behind. We will achieve and
maintain both a healthy longevity society and a rich natural environment. This is the value creation process
of our group.

As a group that has grown through the science of nature's wisdom, we believe that working to create common
value rooted in a sustainable society and natural environment is what will give us a competitive advantage
and contribute to the enhancement of our corporate value.
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Tsumura Group Long-Term Management Vision (FY2022~Fy2031) $*TsumuA

TSUMURA VISION “Cho-WA” 2031

Under the title TSUMURA VISION “Cho-WA” 2031 we are working to fulfill the potential of our three Ps as we live in greater
balance with nature and welcome an era in which we support well-being for every individual, using the power of nature and science, mainly
in traditional medicine, with Kampo and traditional Chinese treatments at its core.

__pic__ ros J  PAD

Personalized Health Care Pre-symptomatic Disease and Potential-Abilities Development
Science

This means contributing to well-being through With this we contribute to building a healthier This describes a corporate culture that employs
evidence-based provision of Kampo and society by establishing diagnostic methods and dialogue to encourage every employee to
traditional Chinese treatments and other systems to address a given pre-symptomatic make the most of their potential making usa
products and services tailored to the individual’s disease, defined based on evidence. trustworthy organization as we explore Kampo
life stage, symptoms, genetic makeup and living and Chinese-medicine business, for which there
envionment. is noother modelin the world.

In the area of treatment, we have been expanding evidence-based standard Kampo treatments, but we will
create new value by establishing treatments for pre-symptomatic disease through science, as well as aiming
for Kampo treatments tailored to each patient.

Furthermore, in the areas of health care and prevention, we will develop and offer new products to our
customers by maximizing the scientific knowledge we have cultivated based on herbal medicines in the food

category.

Achievements to be Realized under TSUMURA VISION “Cho-WA"” 2031 {-Tsumw\
[Updated] ——

1. 50% of physicians will write basic prescriptions in all treatment areas
2. Expand standard Kampo treatments and personalize Kampo treatments

Scientific study of pre-symptomatic diseases

Three preventive measures for pre-symptomatic diseases (rreat disease before
symptoms appear, prevent change in existing disease and post-healing recovery)

4. Build foundation for the China Business (China Business to account for
50%-plus of sales)

Digital transformation of the Kampo value chain

o}
=
-
=1
B
1]
(=)
]
-
=)
:

Implement purpose management, philosophy management and vision
management

-Capital policy (Capital efficiency/optimal
capital composition)
*New shareholder return policy
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As shown above, we have already presented the six items related to our business operations as the goals to
be achieved under TSUMURA VISION “Cho-WA” 2031.

We have now added capital policies, such as capital efficiency and optimal capital structure, to our new
shareholder return policy.

Handa, CFO, will continue to explain the financials.

Kitamura: Thank you very much. Handa will then explain the details of the capital policy and the overview of
the financial results for Q2 of FY2023. Thank you.

Achievements to be Realized under TSUMURA VISION “Cho-WA"” 2031 -Q-Tsumum
[Updated]

1.  50% of physicians will write basic prescriptions in all treatment areas
2. Expand standard Kampo treatments and personalize Kampo treatments

3. Scientific study of pre-symptomatic diseases
Three preventive measures for pre-symptomatic diseases (treat disease before

symptoms appear, prevent change in existing disease and post-healing recovery)

4. Build foundation for the China Business (China Business to account for
50%-plus of sales)

Digital transformation of the Kampo value chain

6. Implement purpose management, philosophy management and vision
management

-Capital policy (Capital efficiency/optimal
capital composition)
-New shareholder return policy

Handa: Hello, everyone. This is Handa. | am taking over the presentation from now on.

With regard to finances, we have developed and added a new capital policy, including capital efficiency and
optimal capital structure, as well as a new shareholder return policy, the details of which are explained in the
following pages.
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ROE Improvement: Quickly Realize a Positive Equity Spread Early e TSUMUA
On and Expand

Total : :
. Financial
—. Earnings % assets %  leverage
- power turnover
rate
Target Level +  Net sales growth +  CCCimprovement + Secure financial

. Reduce cost of goods sald ~ «  Manageable level of soundness and pursue an
ROE 10% . Curb the SG&A ratio cash and deposits opumal capital

; ; ; Sale of cross- composition
+ The China business aims to . Use interest-bearing debt

i hareholdings
Existin secure a profit margin that 5 . . _ :
businessges is equivalent to or higher - Improving capital +  Equity ratio of 50%-plus
i than the profit margin in investment efficiency
| ROE 8ot r the domestic business ete.

*Cost of equity: approx. 7%
Calculate using the CAPM Risk free rate: 2%, Risk premium: 6%, B value: approx. 0.8
*Equity spread = ROE — Cost of equity »

First, ROE improvement.

By improving ROE, we aim to achieve a positive equity spread that exceeds our calculated cost of shareholders'
equity of 7% as soon as possible, and then set our target level for 2031 at 10% ROE. We aim to achieve an ROE
of 8% or higher for existing businesses.

For our approach to improving ROE, we will use the DuPont formula to break it down into profitability, asset
turnover, and financial leverage, and we will discuss our approach to improve each of these elements.

In terms of profitability, in addition to expanding the scale of sales, we aim to improve the operating profit
ratio in the domestic business by reducing the cost of sales and SG&A ratio.

In the China business, we aim to achieve sales and an operating profit margin equal to or higher than those
of the domestic business by entering into the formulation platform in addition to the existing crude drug
platform, in terms of traditional Chinese medicine products.

With regard to total asset turnover, we aim to improve it by improving CCC, reducing cash and deposits to an
appropriate level, and selling cross shareholdings.

With regard to financial leverage, we will pursue an optimal capital structure while ensuring financial
soundness.

In the following pages, we will discuss our policies and efforts to improve each element.
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Net Sales: Image of Growth Aimed for in FY 2031 P TSUMUA

Image of realization

FY 2022 results FY 2031
MNet sales: 140.0 billion yen =
Domestic business
strategy
o Establish the Kampo I Existing Businesses
i medicine business {Domestic, China)
Jm Realize a medical setting where
o ﬂ, one-in-two physicians will write Net sales Ne:t s-ales
i | “basic prescriptions in all treatment 124.7 billion yen 300 billion ven
areas” in accordance with Kampo
medicine ROE
%-pl
China 8%-plus

business MNet sales p

_3 EIELEY, 15.3 billion yen
O Become a trusted
o3 traditional Chinese China Target Level
g. 3 medicine company in China business J ROE
o 3 Contributing to the health of the sales ratio o,
citizens of China 5
a Recognized as a traditional Expand business domail 50%-plus 1 0 /o
Chinese medicine company thmugh affiliations and

Realize a business scale/sales
worth RMB10 billien

11

This is an image of sales growth to improve profitability.

As our sales image for FY2031, we aim to achieve sales of JPY300 billion and an ROE of more than 8% above
the cost of shareholders' equity in our existing areas of business in Japan and in our crude drug platform in
China.

Furthermore, we aim to achieve business domain expansion through alliances and M&A, with the goal of
achieving a China business sales ratio of 50% or more and an ROE of 10%.

As for our business strategy, which is our effort to achieve this goal, as we have explained in past briefings,
our domestic business strategy is to establish Kampo medicine, specifically, to realize a medical field where
more than one out of two doctors prescribe all the basic prescriptions fortreatment area based on Kampo
medicine.

In our China business strategy, we aim to become a trusted traditional Chinese medicine company in China
and achieve sales of CNY10 billion as a business scale that is recognized as a traditional Chinese medicine
company contributing to the health of the Chinese people.
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Momentously Improve the Quantity, Quality and Speed of the Provision of Kampo ‘;'TSUFI'ILM
Information through Digital Transformation (DX)

-Aim to realize a usable system by building information provision channels so that
medical practitioners can obtain necessary information

¥ Build a system to facilitate FY 2024 Vision FY 2031 Vision
tl:ie provision of information Aim to achieve conditions Aim to get 50% of all
numh_?; of physicians basic prescriptionsin all
e-promotions prescribing 10 or more treatment areas to
. prescription Kampo prescribe Kampo
i m Mecca sire formulations f ati
g o —‘h.. - Trend in the number of physicians prescribing ormulations
: =1 ﬂ L or mare presoription Kampo formulations*
[ g Number of

physiclans
approx.

T

. . 300,000
MR activities 11 L I N
40 S0%
’ ! 350 Bh- -plus
b plus
\ m Aim to provide
End-FY 2022 1HFY 2023 End-FY 2023 End-FY 2024 Present information to

300,000 physicians

“Survay by Tsumura

12

To expand the scale of sales in the domestic business, we aim to achieve that each and every health care
professional can obtain and utilize the information they need by dramatically improving the provision of

Kampo information through DX.

Since 2020, we have been investing ahead of time in expanding our e-promotion to transform our information

provision activities.

As a result, the medical Kampo business has been growing at an annual rate of 2% to 3% so far, but it will
continue to grow at a rate of over 5%. We will continue to achieve the target of 50% of physicians prescribing
10 or more Kampo prescriptions, which was set in the first medium-term business plan as our ideal vision for

FY2031.

We will continue to expand our e-promotion efforts and aim to be in a position to provide information to

300,000 physicians.
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NHI Drug Price Revision Rate L TSUMUA

In recent years, the rate of reduction has been shrinking, and in 2023 prices
were upwardly revised in tandem with soaring consumer prices

NHI drug price revision rate (%
B Tsumura el L) +2.3
Prescription pharmaceuticals overall I
2012 2014 2016 2018 2010 2020 2021 2022
2023
Y IO
(0.9)
(1.8)
(3.0) (3.0) 3.1
(3.8) ( )
(4.4) (4.4
5.6 5.6
(6.0) (5.6) (5.6)
(6.7)
(7.5)

13

NHI price revision rates.

As a result of our ongoing activities to inform distributors and medical institutions about the product value
and current status of Kampo medicines and to encourage transactions commensurate with the product value,
the NHI price revision rate has been less than negative 1% in recent years.

In addition, with the NHI price revision in April 2023, including special measures due to soaring prices and
other factors, 40 of our products were subjected to the recalculation of unprofitable products, resulting in a
weighted average revision of plus 2.3% for all prescriptions. This activity will be continued in the future.
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Improve Earnings Power: Curb Cost of Goods Sold g TSUMUA

Reduce crude drug prices by expanding domestication of crude drugs and enhancing

automation and manpower reduction

FY 2031 Vision ko g FY 2031 Vision

Domestication of 22 crude
drug items

FY 2022 results: 33 wild
crude drug items

Automation/manpower reduction of
upstream production processes

Reduce personnel expense per ton for raw material
crude drugs by 50%

Raw material crude drug price index trends for

555 the China market Wild crude drug
Wild crud items

Rise in price duetoa !
decrease in the !
volume of resources
and an increase in

demand i f
Cultivated crude i *Implement AI automated -Mechanization of processing
b'l o L‘ | sorting at production sites
Abletocurbarisein | . conduct visual selection of raw
price © material crude drugs using an « Embarking on research for
P PGP [ Al-dri de d ion of pri
VSV S (Year) i -driven crude drug automation of primary
. automated selector processing in the upstream
+ Going forward, successively procedures
*The index is the weighted average price of the China market price calculated based on 1 &
the amount of usage by the Tsumura Group. 1 expand the sites for
The total is calculated each for the crude drugs that contain only those grown in the wild : introduction and target crude
(100%) and only those cultivated (100%); FY 2012 is indexed at 100 | d
(Prepared by Tsumura based on external data) rugs 14

Next is our effort to reduce costs.

First, regarding the reduction of crude drug prices, there are many things that contribute to improvement:
the conversion of wild crude drugs to be cultivated, the improvement of yields of cultivated crude drugs, the
automation and mechanization of local production, the expansion of introducing automatic sorting machines,
and the automation of quality testing.

Among them, today | will first explain the cultivation of crude drugs.

The graph on the left shows the index of wild and cultivated crude drugs in the Chinese market in 2012 marked
as 100. As you can see, the price of wild products has increased significantly in recent years due to decreasing
resources and increasing demand, while the price increase of cultivated products has been controlled.
Therefore, we have been working for many years to cultivate wild crude drugs.

The number of wild crude drugs currently in use has been reduced to 33 items, and we aim to cultivate 22
items by 2031.

In order to reduce prices further, we will promote mechanization and automation in the upstream process of
crude drug cultivation, temporary processing, and sorting, which are currently mostly done by hand, in order
to save labor.

Support
Japan 050.5212.7790 North America 1.800.674.8375 —_ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ST Asic’s Meetings, Globally

13



Improve Earnings Power: Curb Cost of Goods Sold/SG&A Expense

v Realize low-cost plant operations

Current status

¢ TSUMLRA

= of processing Image for 2031 Future Vision
Aim to more than double the cost structure
physical labor productivi Labor
Labor
« Automation mainly by using AI « After the completion of expense SXpence
technologies for inspections, depreciation, operations in Labor
operations and incidental the long term is possible expense
operations R 1 Depreciation
Depreciation
‘_ P ol expense xpense Depreciation
] @ e 4 Sediss
m Wy /
| T e /
SF 4
- = . Expense Expense Expense
Reduce operator manpower via automation of The depreciation period for SD facilities is
visual inspections of sachets, individual boxes around eight years, and the operating
and outer casings period is approximately 20 years
. . Present FY 2031 Vision
v More than double sales per employee by improving Sales
productivity through digital transformation (DX) e == Tnoese
Aim for a SG&A ratio in the lower g =B 9 =
20% level SN udl
iyl .

This slide shows our effort to reduce processing costs and SG&A expenses.

In factories, we aim to realize low-cost operations and more than double productivity compared to physical
labor.

We have already developed technologies for a series of manufacturing processes. We will actively invest in
the development and introduction of automation technologies to improve the efficiency of manual operations,
such as product appearance inspections, and ancillary operations.

As a result, while labor costs will decrease due to productivity improvements in terms of processing costs,
depreciation burden will temporarily increase by capital investment. However, equipment can remain in
operation for a long time after the depreciation period, which will further reduce processing costs in the future.

As for SG&A expenses, we aim to achieve a SG&A-to-sales ratio in the low 20% range by more than doubling
sales per employee through productivity improvement from DX. At the same time, we will maintain at least a

5% level of consolidated sales for R&D expenses, such as the scientific development of pre-symptomatic
disease.
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Improving Total Asset Turnover Rate: Initiatives to Improve the Balance Sheet 'i'TSUfﬂUV\

Improve total asset turnover mainly by improving the cash conversion cycle (CCC),
curtailing cash and deposits and reducing cross-shareholdings

FY 2022 results

CCC (Cash Conversion Cycle)
approx. 18 months*

Total assets

396.8 billion yen Liabilities
124.5 billizri'yen
Cash and deposits
(94.7 billion yen)
Cross-shareholdings
(11.1 billion yen) 3 '
Accounts receivable ~—Net assets
(58.0 billion yen) P
Inventory (101.7 billion yen) 272.2 billion yen

FY 2031 -Improve CCC— Curb 3-4 months
Vision -Curtail cash and deposits to

improvement

Operation cycle

manageable levels
*Reduce cross-shareholders

Aim to achieve
balance sheet image

Total assets

Cash and deposits Liabilities
Accounts
receivable
Inventory
Net assets

16

We will work to improve our balance sheet to enhance asset and capital efficiency. We recognize that
improving CCC is a medium- to long-term issue, and we will make improvements based on the balance and

risks throughout the supply chain.

As a result of the acquisition of Ping An Tsumura Medicine Co., Ltd., the inventory of raw crude drugs has
risen, and the CCC is currently about 18 months. However, we aim to shorten the operational cycle to three
to four months by optimizing the crude drug inventory throughout our group.

Specific initiatives are explained on the following pages.

Cash and cash equivalents are being procured in advance to fund growth investments in the first medium-
term management plan and the redemption of existing bonds, taking into account interest rate trends.
Therefore, the level is high at this moment. We will compress it to an appropriate level through strategic

investment in the future.

Furthermore, we will aim to reduce cross shareholdings over the medium to long term.
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CCC improvement: Introduction of a crude drug compounding e TSUMUA
planning system

Improve crude drug inventory turnover by optimizing crude drug compounding

plans and crude drug transport plans

China Japan
. A Scope of coverage by compounding plans: Japan only ’¢Issues before implementation
= (1) lenish — 5 Because the blending plan is created
o Warehouse A i?\evr:a:?(;sr’y aIsnouse g‘)_n‘:::nfgirng from the inventory transferred to Japan,
8, D I:I in Japan inventory necessary stagnant inventory occurs
e to manufacturing =
= ampo products Plant Compounding plan accuracy
§_ o -Calculation time: 4 hours
a D H I -Calculation period: 1 month
g' -Scope of coverage: Japan only
(3)O0O represent dormant inventory
: T * i
Scope of coverage of compounding plans: Japan, China |t el
(2) inventory necessary for
Warehouse A Systematically = warehouse B (1) Calculate ompounding
transport compounding plans using

< D a computer system
5 e
e Compounding plan accuracy
35 compounding Compounding ] ;

plans -Calculation time: Instantaneously

l:l Eplans

D |:| E] D -Calculation period: More than 1 year
-Scope of coverage: Japan, China
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We have introduced a crude drug preparation planning system, which was recently released. This will improve
CCC by increasing the turnover rate of crude drug inventory at the four domestic and four Chinese bases and
by streamlining logistics operations.

In manufacturing Kampo medicines, we formulate preparation plans for raw crude drugs with the aim of
maintaining product homogeneity.

One of the challenges in the Kampo formulation plan was that it has been mainly done by manually, so we
only were able to make formulation plans for about a month’s worth within the scope of the inventory
available in Japan. In this case, inventory first had to be replenished from China to Japan, and inventory that
did not correspond to the preparation plan was at risk of becoming backlogged inventory.

With this system in place, inventory in China and Japan can be covered, and it also can be transferred from
China to Japan based on the formulation plan. As a result, inventory can be managed at an appropriate level,
leading to CCC improvement.

The formulation planning process has also been improved, with the calculation time becoming instantaneous
and calculation periods of more than a year.

In the future, we aim to shorten the CCC by three to four months by using this system and making it as a pillar
to promote the transformation of the entire Kampo value chain, which begins from the cultivation of crude
drugs.
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Financial Leverage: Pursue an Optimal Capital Composition  $*Tsumu

Secure financial soundness while pursuing an optimal capital composition

Pursue an optimal capital
composition

+ Secure financial soundness
—Equity ratio of 50%-plus

FY 2031

Vision

FY 2022 results

Liabilities
Equity rgtio
63.5% Use interest- Interest-bearing
bearing debtj debt
Liabilities

124.5 billion yen Total assets

Total assets

396.8 billion yen

Net assets Net assets

272.2 billion yen

18

Our goal for balance sheet management is to ensure financial soundness and pursue an optimal capital
structure by reviewing net assets and interest-bearing debt ratios. In doing so, the Company sets a capital
adequacy ratio of 50% or more as a standard for ensuring financial discipline.

Cash Allocation LR TSUMURA

Generate cash by enhancing earnings power and improving the balance sheets, and
allocate cash to achieve further business growth and to expand dividends
up to FY 2031 Vision

. Shareholder :
Returns

Gradually lift
dividend

dividends §

First Medium-Term
Management Plan
(FY 2022-FY 2024)

Operating CF
25.0 billion yen
curb cash-on-

Improve CCC,

hand Business

1 ccc b Business : infrastructure : R
m&rgl‘!,-%n-héncg 4 infrastructure ¢ investment, Investment in
20.0 billion yen investment, . growth future growth
growth :  investment Strenath
investment : " gthen
Interest- : production capacity
Interecslte-:tearlng . bearing : -DX investment
60.0 billion yen- 200 bgll:fsn Yen= debt +Sustainability
plus : investment
: -China business
AerresTeesaRe R as MA
Cash in Cash out Cash in Cash out

19
Cash allocation.

Cash inflows during the first medium-term management plan period through FY2024 are expected to be JPY25
billion from operating cash flow, JPY20 billion from CCC improvement and reduction of cash on hand, and
more than JPY60 billion from interest-bearing debt.

Support
Japan 050.5212.7790 North America 1.800.674.8375 —_ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asia’s Meetings, Globally

17



Cash outflows are expected to be more than JPY90 billion for business infrastructure and growth investments
and more than JPY15 billion for shareholder returns.

Our goal by 2031 is to generate cash by increasing operating cash flow, improving CCC, and reducing cash on
hand, as well as using interest-bearing debt to raise funds.

As for cash outflows, the Company will return profits to shareholders by increasing dividends in stages while
making investments in business infrastructure and growth necessary to enhance corporate value.

Pursue an Optimal Dividend Payout Policy §TSUMUA

Aim to achieve an optimal dividend payout that is based on an optimal
capital composition that ensures financial soundness

Target level

= Dividend payout ratio of 50% x ROE of 10%

- - 35
. Existing Businesses
} ) yen
DOE of 4%-plus Femive (32 yen {forecast]
' / end dividend
= Dividend payout ratio of 50% x ROE of 8%-plus ' )
35
Tnikesi 32 yen
. . dividend yen
¥ Expand dividends base on capital structure )
Fy 2022 Fy 2023 Image of realization
Targeting a dividend payout ratio of 40% in FY2023,
Payout ratioc 30% 40w 500

increasing it gradually towards FY2031

Maote: The fiscal year-end dividend for FY 2023 and the dividend payout ratio (forecast) is a forecast number as it is predicated by
the approval of the dividend resolution scheduled to be passed at the 88th Ordinary General Maeting of Shareholders, 20

I would like to reiterate our basic thoughts on capital policy.

We believe that the greatest return to shareholders will come from increasing corporate value through
business investment to ensure the sustainable development and growth of Kampo. And we view ROE as an
important management indicator and will aim to achieve ROE that exceeds the cost of capital by improving
profitability and asset efficiency.

We will improve management efficiency while ensuring the soundness of our financial base and appropriately
distribute the funds, which are allowed from operating cash flow, debt utilization, and optimal capital
structure, to shareholder returns and further growth investment.

In terms of shareholder returns, we use DOE as an indicator and aim to increase dividends while maintaining
a healthy balance sheet. The level we are aiming for FY2031 is 5% DOE. We aim to achieve a DOE of 4% or
more in existing businesses.

Regarding dividends for FY2023, we will increase them from the interim dividend with a target payout ratio
of 40%, based on a comprehensive assessment of the status of ROE, DOE, and capital adequacy ratio, which
are important indicators.

For FY2031, our basic policy is to aim for a DOE of 5% by improving ROE and raising dividends in stages.
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2Q Business Results for FY 2023

[Million yen] 2Q ';73'21023 2Q FY 2023 [y Yoy
(before revision*1) results = Amount Change
Sales 74,000 101.8%  +5,195 +7.4%
Domestic business 65,900 100.4% +3,208 +5.1%
China business 8,100 113.2% +1,986 +27.7%
Operating profit 9,500 107.5% (1,465) (12.6)%
Domestic business 9,900 105.3% (1,339) (11.4)%
China business (400) — (126) -
Ordinary profit 9,800 12,675 129.3% (3,290) (20.6)%
Profit
attributable to owners of 61800 132.4% (2,884) (24.3)°/o
parent
PL translation rate (CNY)*2 - 19.46 - +0.48 -

*1 Revisions have been announced in the “Notice of Revisions to Earnings Forecast” on November 1st.
*2 Forex rate at the time overseas subsidiaries’ PLs were incorporated; differs from the import rate for raw material crude drugs

Next, | will provide an overview of the financial results for Q2 of FY2023.

This is a summary of the financial results for Q2 of FY2023.

Net sales and operating profit were in line with the plans.

¢ TSUMLRA

Ratio to total sales

Domestic business :
Prescription Kampo
Products

84.6%

China business :
Crude Drug Platform 12.2%

Domestic business :
OTC Kampo etc. 2.3%

Domestic business :
Other prescription
pharmaceuticals 0.9%

22

We have revised our financial results because ordinary profit and profit attributable to owners of the parent
for H1 of the fiscal year were much higher than planned due to a gain of JPY1.9 billion from foreign exchange
recorded in non-operating profit as a result of the depreciation of the yen.

The numbers shown today are a comparison with the plan before the revision.

Sales were JPY75.3 billion, up 101.8% from the plan and 7.4% YoY. The breakdown was JPY66.1 billion for the
domestic business and JPY9.1 billion for the China business. The sales composition is shown in the pie chart

on the right.

Operating profit was JPY10.2 billion, down 107.5% from the plan and down 12.6% YoY.

Ordinary profit was JPY12.6 billion, down 129.3% from the plan and down 20.6% YoY.

Profit attributable to owners of the parent was 132.4%, a 24.3% decrease YoY.

The key points of the financial results will be explained on the next slide.
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Key Points in Performance «§ TSUMUA

Achieved 1H plans for sales and at each profit level

1H FY 2023*
achievement rate 101.8% YoY +7.4%

®  Domestic business Total sales for the 129 prescription Kampo products: 63,720 million yen, rose 5.9% year-on-year
Total sales of the OTCKampo products and other healthcare products: 1,751 million yen, fell 12.6% year-on-year
®  China business, raw material crude drugs, drug pieces, Yakushokudogen products, etc.: 9,171 million yen, rose 27.7% year-

Net sales 75,302 million yen

on-year

. . - 1H FY 2023*
Operating profit 10,211 million yen achievement rate 107.5% YoY (12.6)%
Operating profit margin 13.6 % versus 1H FY +0.8pt YoY (3.1)pt

2023 plan*
B Cost-to-sales ratio: 54.3%, up 0.8pt vs. 1H plan and a rise of 4.0pt yearon-year

Versus plan: Increase in China business sales ratio; YoY: Mainly reflects impact from a rise in crude drug procurement
expense, still high energy and raw material expenses, and a depreciation in the yen’s value versus major currencies

B SG&A ratio: 32.2%, down 1.4pt vs. 1H plan anda fall of 0.8pt year-on-year
Versus plan and year-on-year: Sales growth absorbed growth investments, including the DX of the Kampo Value Chain

1H FY 2023*
achievement rate ~ 129-3% YoY (20.6)%

m Foreign exchange gain primarily related to loans to overseas subsidiaries: 1,980 million
yen, down 1,969 million yen year-on-year *Forex gains are not factored into the eamings forecast.

Ordinary profit 12,675 million yen

Profit

attributable to owners of parent

1H FY 2023*

9,005 million yen achievement rate

132.4% YoY (24.3)%

* Comparison with plans prior to revisions.

23

These are the key points of the financial statement.

Total sales of 129 prescription Kampo products for medical use in the domestic business grew 5.9% YoY to
JPY63.7 billion. Growth was driven by continued sales growth of prescriptions related to the cardiovascular
system, anxiety, insomnia, and dizziness.

Sales of OTC Kampo products and other healthcare products decreased 12.6% YoY to JPY1.7 billion due to the
impact of the ongoing shortage of prescriptions for common cold. A new manufacturing line to increase
production capacity is in operation, and the shortage is expected to be resolved.

In the China business, total sales grew 27.7% YoY to JPY9.1 billion due to expanded sales of raw material crude
drugs on the crude drug platform.

The cost of sales ratio was 54.3%, an increase of 0.8 percentage points from the plan from an increase in sales
of the China business. The increase of 4 percentage point over the same period last year was due to higher
crude drug procurement costs, high energy and raw material prices, and the yen's depreciation.

The SG&A to sales ratio was 32.2%. The increase from growth investments for the DX of the Kampo value
chain, etc., was absorbed by the increase in sales, resulting in a positive compared to the plan and to the same
period of the previous year.

As a result, operating profit ratio increased 0.8 percentage points from the plan to 13.6%.
Non-operating loss and profit was significantly affected by the gain of JPY1.9 billion from foreign exchange for

the loans to foreign subsidiaries due to the weaker yen, resulting in an achievement rate for ordinary profit,
which was 129.3%, and for profit attributable to owners of the parent, which was 132.4%.
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Factors Triggering Changes in Operating Profit (YoY) P TSUMLA

(Million yen)

(Million yen)
Sales increase +2,000
Domestic business +1,717
i i +283
+2,000 (1,763) China business
Cost of sales increase (1,763)

(980) ?"%T;s:’zgt;:;;\ess: Unit sales price (of which NHI price revision +1,177

Domestic business: Raw material crude drug cost 1,524
(725) )
Domestic business: Raw material expenses (517)

D ic busi Pr ing exp tc. (of which

expense was (423); One-off expense at TIan]lencPl(aontw(lz;‘;))e"ergy (674)

China business : Increase in sales ratio 225
11,677 10,211 (225)

Rise in expenses (980)
R&D expense (543)
Salary allowance (209)
Sales promotion expense (52)
i i i ‘whicl lecrease in temporary expenses e Tianjin Plant +512
20Fy2022 | Costofsdes ~Risein | @90 = 20 Fy 2023 DIOPIE | H OV 6 e nereo o ey oo e TP 540

Operating profit €SINCrease | increase expenses e)i(mpaandge Operating profit  Other (of which, system introduction expenses etc(476) activities expenses(261)) (688)

Foreign exchange (yen depreciation) impact  (725) 54

Factors behind the increase or decrease in operating profit compared to the same period last year. | will
explain the key points.

Operating profit decreased by JPY1.4 billion YoY to JPY10.2 billion.

The sales increase contributed a positive impact of JPY2 billion. The breakdown is as follows: domestic
business, plus JPY1.7 billion; and China business, plus JPY280 million.

The impact of the increase in the cost of sales was negative JPY1.7 billion. Including the positive NHI price
revision, there was an improvement of JPY1.1 billion due to changes in unit selling prices. However, there was
negative JPY1.5 billion due to higher crude drug procurement costs, negative JPY500 million due to high raw
material costs, and negative JPY600 million due to higher processing costs caused by high energy costs.

Process validation is underway at the Tianjin plant in preparation for the start of shipments in Q4.
Manufactured items are recorded in inventories, while fixed costs during the process validation inactive
period are recorded as a onetime expense in the cost of sales.

The impact of the increase in expenses was negative JPY0.9 billion. This was mainly due to an increase in R&D
expenses and system-related expenses for DXing the Kampo value chain.

The foreign exchange impact was negative JPY0.7 billion. This is mainly due to the impact of higher import
costs of crude drugs caused by the weak yen.
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Sales of Drug-fostering Program Formulations/Growing CaTSUMUA
Formulations

(Million yen)
Product No./formulati
e | hodommilation FY 2022 2Q [MR@lirkiple) YoY
S 1 100 Daikenchuto 4,927 4,937 +9|  +0.2%
g% 3 54 Yokukansan 3,775 3,819 +43|  +1.2% Ratio to total sales
£ 4 43 Rikkunshito 3,698 3,685 (12)|  (0.3)% ,
c;—;"g Drug-fostering
a3 9 107 Goshajinkigan 1,755 1,836 +80 | +4.6% program
S formulations
3 24 14 Hangeshashinto 708 716 +8 +1.2% 247,
Total sales for drug-fostering program formulations 14,865 14,996 +130 +0.9% 129
o
o P 41 Hochuekkito 4,060 4,109 +48|  +1.2%  Proseripton
g 119 formulations
5 5 17 Goreisan 3,198 3,674 +476 | +14.9% | other thandrug-
Q fostering program
g 6 24 Kamishoyosan 2,583 2,578 (5) (0.2)% ?;&g::&:g
9l 16 | 137 Kamikihito 1,013 1,161 +148 | +14.6%  96%
o I I
B 17 | 108 Ninjin'yoeito 1,034 1127 +92|  +9.0%

Total sales for 119 formulations other than drug-
fostering program and growing formulations

Total sales for growing formulations

33,435

36,074
63,720

+6.4%

+2,638 +7.9%

+5.9%

Total sales for 129 prescription Kampo products ‘

25

This shows the sales of “drug foresting” program formulations and “growing” formulations.

Sales of 129 prescriptions for Kampo products totaled JPY63.7 billion, a 5.9% increase over the same period

last year.

In the area of prescriptions for “growing” formulations, the growth was limited to 0.9% YoY due to the
continued impact of some restrictions on promotions during the limited shipping period.

Sales of “growing” formulations grew 6.4% YoY due to continued growth in Goreisan, Kamishoyosan, and
Ninjin’yoeito. Goreisan was prescribed mainly for circulatory problems, headaches, and dizziness.
Kamishoyosan is for anxiety and insomnia. Ninjin’yoeito is for anorexia associated with frailty in the elderly.

Sales of the other 119 formulations grew 7.9% YoY to JPY36 billion.
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Status of Information Provision Activities P TSUMUA

Rise in the number of detailing impact cases owing to an expansion of the MEDICAL SiTE

«In 2H, aim for detailing impact that is above the level posted in 2Q, and promote information
provision activities

{1,000 cazes) DEta"lng ImEHCt

2,500
MR activities e-prometions

e-promotions
2000 pm======
+  The number of detailing impact
cases increases by expanding
video contents on the TSUMURA
MEDICAL SIiTE

o MEepicaL siTe
1,000

00

operated by Tsumura. The environment
facilitates learning about Kampo by medical
[ IS practitioners at any time through the distribution
of cantents, mainly videos, and online lectures.

2022/10 2022/20 2022430 2022740 2023/10
26
Status of informational activities.

This graph shows the number of detailing impact cases, which is the number of physicians' recognition by MR
activities, in green, and e-promotion, in yellow.

The number of e-promotion detailing impact cases rose due to the expansion of video content on our medical
website. In addition, MR activities are on a recovery trend in terms of the number of interviews and such, as
COVID-19 was downgraded to a Class 5 infection disease.

In H2 of the fiscal year, we will further expand e-promotion and actively promote information provision,
aiming for the same or higher number of detailing impact cases than in Q2.
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China Business: Crude Drug Platform (PF) Business Sales Expansion g TSUMURA

Achieve the 1H plan in the China business by expanding sales in
the crude drug platform business
p

9.17 billion v The crude drug platform business is
- Net sales yen in the black; aim for an expansion in
business scale and a further
improvement in operating profit

Crude drug : .. 0.45 billion -
et Operating profit yen margin
Crude drug platform products
Formulation platform, IT Expenses, etc. Crudedrags  Drugpieces YOO oen

infrastructure investments, etc.

i f\
. .. (210) ” Q w2 b
—Operatmg profit million yen S

L J Sales to Sales for Sales of health food

traditional prescription -use products made from
Chinese medical and as an OTC crude drugs to
products to hospitals and general consumers
companies as a pharmacies

*Local currency basis : 24.5% growth raw material 27

Next is the status of our China business.
The China business for H1 of this fiscal was achieved due to the sales expansion of the crude drug platform.

Sales of the crude drug platform grew 27.7% YoY to JPY9.1 billion, and operating profit amounted to JPY450
million. At present, the operating margin is about 5%, but we aim to improve it by increasing the sales ratio
of value-added beverages and other products.

In addition, the expansion of the sales of the crude drug platform will increase the volume of crude drugs to
be procured, leading to stronger cooperation with companies in the production area. We believe that this will
improve the Group's overall crude drug procurement capabilities over the medium to long term.

Furthermore, in the formulation platform, we will aim to achieve a profit margin in the China business as equal
as or higher than that of the domestic business by entering the traditional Chinese medicinal business.
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FY 2023 Earnings Forecast (No revision) G TSUMUA

[Millon yen] FY 2022 FY 2023 YoY
y Results Forecast Amount Change
Net sales 140,043 i ool +10,456 +7.5%
Domestic business 124,698 133,300 +8,601 +6.9%
China business 15,345 17,200 +1,854 +12.1%
Operating profit 20,916 sk Folol  (2,916) (13.9)%
Domestic business 21,190 18,400 (2,790) (13.2)%
China business (273) (400) (126) -
Ordinary profit 23,453 sk @} (4,853) (20.7)%
Profit attributable to owners
of parent 16,482 13,000 (3,482) (21.1)°/o
Income statement
exchange rate 19.55 19.00
(JPY/RMB)
ROE 6.7 % 5.1 % Biss ) _
Foreign exchange impact (non-operating profit) was not factored
into the earnings forecast given the difficulty to reasonably calculate
EPS 2 15.63 yen 17 1 _02 yen this impact based on the status of the forex market.

28
Forecasts for FY2023.

Although we have carefully examined the annual plan, we have decided not to revise the consolidated
earnings forecast for the full year from the plan at the beginning of the year.

This is because it is difficult to reasonably calculate the forecast at this time due to the possibility of significant
fluctuations in foreign exchange gains and losses caused by future foreign exchange market conditions.
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FY 2023 Dividend Forecast

-We are hiking our full-fiscal year dividend to ¥70 per share, from a previous ¥64
per share, in tandem with a change to our dividend policy
40,99 (forecast)

35.9% 35.7% 35.6% ..-'.

0
31.9% 33.5%

32.1% 31.9%

29.7%

26.0%

Year-end dividend

¥70/share (ven)
¥64/share (*¥¢/s"e) Interim dividend
(yen)

-e-— Payout ratio

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Note: The fiscal year-end dividend for FY 2023 and the dividend payout ratio (forecast) is a forecast number as it is predicated by
29

the approval of the dividend resolution scheduled to be passed at the 88th Ordinary General Meeting of Shareholders.

Dividend forecast for FY2023.

¢ TSUMLRA

In line with the change in the dividend policy, as explained earlier, we have revised our annual dividend

forecast for FY2023 to JPY70 per share, an increase of JPY6 per share.

Of this amount, the Board of Directors resolved at its meeting held yesterday to increase the interim dividend

for March 2024 by JPY3 per share to JPY35 per share.

This concludes my explanation. Your continued support would be greatly appreciated. Thank you for your

attention.

Kitamura: Thank you very much. This is the end of the presentation.
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Question & Answer

Kitamura [M]: Okay, we will now move on to the Q&A session.

First, we will take questions from those in the venue and then from online participants. Please note that we
limit to two questions per person at a time. Please note that the content and audio of the questions will be
posted on our website at a later date, along with the presentation materials.

We will now take questions from the audience. Please ask your question after your company name and name.
Does anyone have questions?

Now, Mr. Akahane from Tokai Tokyo Research Institute
Akahane [Q]: | am Akahane from Tokai Tokyo Research Institute. Thank you for taking my questions.

Since it is limited to two questions, | would like to mention that there was an upward revision to the
performance, and | understand very well what you are talking about on page 24, the increase in NHI prices.

| wonder if this includes the impact of the so-called foreign exchange rate of JPY725 million on the cost of
procuring crude drugs of JPY1.02 billion, so the rest is profit, or pure, or as you said earlier, like wild products.
Is my understanding correct that you are raising such items?

Handa [A]: Thank you for your question. Let me answer your question.

The JPY725 million in foreign exchange is mainly due to the cost of crude drugs. Just over JPY500 million is for
crude drugs, and the remaining JPY100 million and a bit is for processing and SG&A expenses.

Of course, there is a slight increase in sales, but the amount is still small, so the overall cost of crude drugs
accounts for more than JPY500 million of the JPY725 million.

Akahane [Q]: | understand very well. The second question.

You don't have to be so quantitative, but can you give me your impression about the shipments of most of
the items, for which the NHI price was raised, were in adjustment probably due to the difficulty of
procurement?

| think Kakkonto was probably the last product until July 31, and | think there will be another cough season
here. | recognize that sales have been good, and now COVID-19 and influenza are spreading rapidly. It doesn’t
need to be quantitative, but could you share your image of how to deal with it, in terms of COVID-19, shipment
adjustments and influenza, if you have?

That is all.
Sorada [A]: Thank you for your question. | am Sorada, Head of the Sales and Marketing Division.

First of all, the shipment adjustment gave me a strong impression that Kampo medicines is well known, with
so many doctors showing a need for them. Unfortunately, however, we caused inconvenience to many
patients, and | believe that was a negative impact.
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Regarding COVID-19, since after the Omicron variant, there has been an increase in the number of doctors
who have been reexamining the use of Kampo medicine, or even before, to treat the so-called Long COVID,
where there are no Western medicines available.

As a result, when the Omicron strain was replaced as the main strain, the demand for Kampo medicine
increased so much as there was no Western cold medicine available. We feel very sorry that we fell into
limited shipments of many items at that time.

In the case of influenza, the number of prescriptions for Kampo has increased in doctors who we did not
expect. This is because there was not enough cough medicine at the time, and we fell into limited shipments.
Although it was from an external factor, we believe that awareness and recognition of Kampo has been further
increased.

Akahane [M]: | understood well.
Sorada [M]: Thank you very much.

Akahane [Q]: Just to add to what you just said, especially for the hospital doctors who usually use Western
drugs, there were no drugs for them to prescribe during the pandemic, right? What | would like to ask you is
that doctors who had never used Kampo medicine before, especially doctors in hospitals, used Kampo
medicine through this e-commerce site. Is it safe to assume that there is a considerable amount of this kind
of thing?

If you can give me a quantitative idea, | would like to know if there was a volume increase in those doctors
who had never used Kampo before but ended up using it since they didn’t have drugs to prescribe during the
pandemic. If so, | would also like to know how much there was a positive impact. Is it difficult to have a figure
on this? E-commerce, or rather, sorry, e-promotion.

Sorada [A]: | have the impression that the e-promotion has made doctors who had not used Kampo medicines
before start using them at once. In particular, the numbers of hospital doctors prescribing 10 prescriptions
that we mentioned earlier has been increased.

We think e-promotion is going well as the flow is now changing from doctors in private clinics to hospital
doctors.

Akahane [Q]: | understand very well. Is it difficult to give me a quantitative figure? Like 2% or 3% of the total
or something like that? Is it difficult to put a figure on the effectiveness of e-promotion?

Sorada [A]: It is difficult to say, but in the past, it was often difficult to reach the 5% mark, but | think that the
increase of 5% or more compared to previous year, both in terms of volume and sales. It has been an addition
to what we had achieved so far.

Akahane [M]: | understand very well. Thank you very much.
Kitamura [M]: Thank you. Any other questions?

Now, UBS Securities, Ms. Haruta, please.

Haruta [Q]: My name is Haruta from UBS Securities.

| believe on page 11 you have indicated your vision for future growth. As for the image of growth in Japan, |
believe that the CAGR of 5% for the period from 2022 to 2024 was written before, but looking at this, | think
that the CAGR will be a little lower than 5% over a longer period of time.
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In H2 of FY2020, the penetration rate among physicians had increased, and | wonder if the growth rate was a
little lower. Also, | wonder if the profit margin will improve in H2 due to productivity improvements. | would
like to know again your long-term image of the domestic growth, although it may be a little qualitative.

Handa [A]: Thank you for your question.

We do not foresee any slowdown in H2 in the domestic business picture toward 2031. It is a little high now,
but as Mr. Sorada mentioned earlier, we have written the forecast of nearly a 5% growth for our mainstay
medical-use Kampo products, so there is no slowdown in that sense. There will be a cost part in H2.

Haruta [Q]: As for the profitability in Japan, | think you indicated before that domestic profitability improves
after a certain investment phase. Could you confirm it again?

Handa [A]: Yes, you are correct. In this sense, | have explained that the profit margin of the existing businesses
alone is more than 8%, and the profit margin of the domestic business is the driving force behind this.

In China, the profit margin on the crude drug platform will be higher than now, but it is difficult to achieve the
same level of profit margin as for pharmaceutical products. So, in other words, the domestic profit margin will
increase.

It is all about improving productivity and return on investment. As | mentioned earlier in the planning of
processing costs and the automation of crude drugs, we believe that a combination of those factors will
reduce costs and improve productivity, thereby increasing our profit margin.

Haruta [Q]: By the way, about the NHI price outlook, the recent efforts here have been successful, and you
are not that worried about the medium- to long-term outlook. Do you have any thought on this?

Terukazo Kato [A]: My name is Kato.
There are two aspects to the NHI price, which | would like to point out.

On the one hand, as mentioned earlier, our sales force is cooperating with distributors and wholesalers to sell
our products at reasonable prices based on a clear understanding of the value of our principal products. We
have been explaining for more than 10 years now, and at the same time, | talked to doctors of my customers
that Kampo medicine is derived from nature and cultivated by many human hands. | think our explanation
has gradually become more widely accepted and gradually spreading. We recognize that this is a trend that
will not change.

On the other hand, in the area of the NHI system, there have been a number of measures to recalculate
unprofitable products due to inflation, and | think there is a sense of uncertainty here.

We have made progress in recognizing current issues, and from the standpoint of management predictability,
we have requested that unprofitable items be included in this category as long as they remain unprofitable in
the future.

We would be very grateful if we could control NHI prices on both issues by continuing to explain and make
requests through the industry. However, we are not necessarily able to foresee everything because there are
two sides to this issue, so we would like to ask for your understanding in this regard.

That is all. Thank you very much.

Haruta [Q]: Thank you very much.
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The second question is, you mentioned that it is profitable on the crude drug platform. Does this mean that
the efforts to maintain a certain level of prices in sales activities are contributing, as you mentioned before? |
was wondering if the increase in the number of varieties of raw crude drugs that you mentioned earlier is also
contributing to the profitability.

Terukazo Kato [A]: In our business in China, most of our sales are from the crude drug platform business. So,
we currently have two major businesses: one is selling raw material crude drugs, and the other is selling drug
pieces, which is a form of the so-called prescription medicine.

In addition, there are some so-called health and medicine businesses that include functional food products,
but these are very small in number. Considering the two, the ratio of sales of raw crude drugs is still very large.

The profitability of this business is now roughly 5% to 7%. We are doing this in the context of gaining
recognition by providing high quality raw material crude drugs, which in turn leads to sales of the drug pieces.
Since the profitability of drug pieces is naturally higher, we expect to improve the profit margin by increasing
the weight of high value-added businesses while changing the sales composition in the future.

Since we have not yet reached that point, we would appreciate if you could understand that the profit margin
varies slightly depending on the sales composition of high and low profit of each margin for raw material crude
drugs.

Yes, thank you.

Haruta [M]: Understood. Thank you very much.

Kitamura [M]: Thank you. Any more questions from the venue?

Now, Ms Kato of Daiwa Securities, please.

Anna Kato [Q]: My name is Kato from Daiwa Securities. Thank you very much for your explanation today.

I would like to ask you about the revision of the capital policy and shareholder return policy that you explained
at the beginning of this presentation. | would like to confirm whether there has been any change in your
willingness to invest in the China business before and after the revision of this policy.

Today, you reiterated your long-term vision of increasing sales from the China business to more than 50% of
total sales, and | felt that there is no limit to your willingness to invest in growth by improving your capital
policy, by improving CCC, and by increasing your financial leverage. | am hoping to hear this point again from
President Kato.

Terukazo Kato [A]: Yes, thank you.

Of course, we are not yet at the stage where we can make an official announcement, so | would like to present
our current thinking.

We are still looking to expand our strength in China, and of course, we have a fairly mature organization there,
and there is a need for our services, so we are hoping to enter a business that has high added-value Kampo
products as our long-term goal.

Naturally, when we do business in China, we will work together with partners. As | have already mentioned,
quality is, of course, vital in manufacturing, and we are seeking business alliances that put an importance on
taking majority there. In other words, we are looking for a company in which we can work together with 50%
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or more equity stake. We once acquired 100% of a company called Shaanxi Unisplendour Life Care
Pharmaceutical Co., Ltd., which is a rather rare case, and then sold it because of a variety of issues.

We have variety of inquiries from there, and we are currently negotiating with several companies. We feel
that they are waiting for us. The current situation in China is that the industry is widely aware of the challenges
of the traditional Chinese medicines business, and we believe that we can make a contribution, even a small
one, to the traditional Chinese medicines business by using our technical know-how.

As | mentioned earlier, we also need to make sure that the procurement of raw material crude drugs brings a
positive effect for us, and we are also aware of the expectations for products that contribute to the health of
the people of China. We are making this investment for growth based on the premise that these businesses
will be realized surely from the beginning.

Thank you.

Anna Kato [M]: Thank you.

Kitamura [M]: Now, Mr. Sakai of UBS Securities, please.

Sakai [Q]: This is Sakai from UBS. Sorry, two people from one company.

| understand this 2031 vision, but your company is currently in the middle of a mid-term plan, and there is a
plan for FY2024, isn't there? We are aware that it will be difficult to achieve this vision, so when you show the
growth vision of FY2031, we are not quite convinced. | think that the explanation of how to fill the gap should
have come first, but | would like to know what you thought about that and how you came up with the long-
term vision and the capital policy changes.

This is the same question, one question, but the ROE of 8% in the FY2024 mid-term plan and the target for
FY2031 is 10%. So, the message here is that there will be almost no growth, considering the ROE. Is it ok to
understand this way?

Terukazo Kato [A]: | will answer the first part from me and the second part from the CFO.

First of all, of course, we are well aware of the current medium-term plan. We believe that we will meet the
goals of this medium-term plan regarding the top line, as mentioned in the presentation.

However, we are aware that ROE, which is a combination of operating profit, it will not be easy to achieve.
Some of the factors are, for example, where the effects of inflation, which started with energy costs, will
converge or continue. Also, what kind of transition will be seen in the future given the situation where the
level of exchange rates has changed drastically from when the plan was originally made. It is a fact that it will
be considerably affected by those factors.

Naturally, we will make corporate efforts, including cost reductions, to anticipate such changes, but we
believe that such efforts alone will not be sufficient to cover the major changes in the environment.

Under such circumstances, of course, the short-term is important. However, in light of that, the most
uncertain part of the vision 2031 in terms of overall business performance was whether or not M&A of the
Chinese business would actually be possible.

We have actually acquired one company, and the changes in the environment and various other
circumstances that have resulted from the acquisition of that company will be taken into account, so we will
be able to present a more in-depth explanation when those changes are taken into account.
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In light of this, we would like to bring the top line of the mid-term business plan to the goal of the mid-term
business plan or higher as much as possible. Although reaching the profit goal is not easy now, we will do our
best to meet or exceed the goal as much as possible.

The second part is from the CFO, sorry.

Handa [A]: Yes. As Kato has just explained, we are trying to meet and exceed the top line for the medium-
term plan, but unfortunately, it is difficult to wipe out the factors from the external environment on our own.
In light of this, we wanted to show that we are on a firm footing toward our vision, and that we can ultimately
aim for a 10% ROE.

Mr. Sakai pointed that aiming for 8% next year, then 10% in FY2031, but it doesn’t mean that we won’t grow.
In the short-term view, we cannot cover all the environmental factors, such as high exchange rates, energy
costs, and so on, by our ability, unfortunately.

We may start from a difficult situation in areas other than the top line in FY2024, but we would like to draw a
growth story in which 10% is secured in the end, and this is why we have explained this to you this time.

Terukazo Kato [A]: | would like to add an explanation, but we make the China business from zero. So, in terms
of how much it will contribute, how much we deliver products to customers , which means how big the sales
will be.

Naturally, the rate of return will improve as its scale expands, so | think the key point is how far from the rate
of return will increase in the next 10 years. If we can increase our profit margin by providing higher value-
added products, we will naturally need to increase our ROE to over 10%. So, | hope you understand that we
are not only aiming for 10% at the maximum.

That is all.
Sakai [Q]: Yes, | understand. Thank you very much.

The other question is simple. | fully understand that there have been various changes in the environment
during the pandemic but if | look at domestic Kampo medicine, | believe the growth has been reduced a little
to about 87 prescriptions out of 129 prescriptions. Is there any special reason for this?

Even if you are doing great e-promotion, now the “drug fostering” program formulations don’t go well or vice
versa. | see unevenness here and there, but will the impact of COVID-19 level out in the next fiscal year and
beyond? Can you tell us a little bit about that area?

Sorada [A]: It is true that about 40 prescriptions have not grown. This is largely due to the impact of limited
shipments, more so than the impact of COVID-19. For example, we had to stop e-promotions because of the
limited shipments. It is not good to advertise when we cannot provide a stable supply, so we refrained from
promotions.

Also, since COVID-19 fell into Class 5, there are more opportunities for MRs to speak directly to clients at
medical office briefings at large hospitals. Therefore, we believe we can achieve the top line as per the mid-
term plan or even better, as mentioned earlier.

Thank you for your question.
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Sakai [Q]: | understand. | think that limited shipments are made because of supply problems. This may sound
strange, but | think that limited shipments are made because of external circumstances, pulled by external
demand, not because of your supply problem or a situation where your supply is completely short.

| suspect that some generic manufacturers are taking advantage of not releasing unprofitable items because
of limited shipments, but can you mention here that this is not the case?

Sorada [A]: Yes. We are clean. We do not do that kind of thing at all. We do our best to provide a stable supply
to patients where needs are. Since cough suppressants have disappeared from the market, our Bakumondoto
and other products have replaced them quickly. We think knowing that people expect Kampo medicine is a
good sign.

Sakai [M]: Thank you.

Kitamura [M]: Thank you. We have about two minutes left before the end of the meeting. | would like to take
one question from the online participants. Are there any questions from the online participants?

Now, Mr. Kawamura of SBI Securities from the venue, please.

Kawamura [Q]: Thank you for your explanation. This is Kawamura of SBI Securities. As we are running out of
time, so let me ask just one question.

The NHI price revision. | heard your explanation about your company's initiatives and the external
environment, but on the other hand, there is a lot of talk about increasing patient payment for OTC products
and increasing patient payment for long-term listed products.

| know that Kampo medicine is also OTC in a certain sense, and it is a long-term listed product in a sense. Is
there any talk of increasing patient payment in this area, or if it will change a little in the next fiscal year?
Please let me know if you can talk about it or do something about it.

Thank you.
Terukazo Kato [A]: Thank you.

First of all, with regard to Kampo medicine, there are both medical and OTC products, but they are completely
different products. Naturally, there is a risk of side effects, so of course, we have to offer safer products for
OTC.

In this context, for example, people may think Kakkonto as a cold remedy, but in medical use, 50% of use are
made by orthopedic doctors. Therefore, there are several indications for the same medicine, and it is used in
completely different indications.

We have always been concerned about the issue of OTC-like drugs in the field of Kampo medicine, as you have
just mentioned. However, we have not been there for much of it lately. We have been explaining these
differences to the industry over and over again.

In this sense, medical products naturally have a role to play. So, there are not all of the prescriptions on shelves
in pharmacies, making it difficult for customers to select the products that are truly appropriate for them and
their symptoms through self-medication, including proper use.

Some Kampo prescriptions are used in the surgical field or for hospitalized patients, so it would be a bit rough
to argue that all OTC drugs should be used because they are also available. That is definitely not the case from
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the patient's standpoint. We have been repeatedly lobbying and explaining to them to gain their
understanding.

Kawamura [Q]: Does it mean that we do not have to think about that cold medicine or such will be cut out
from there?

Terukazo Kato [A]: | don't know if you don't have to think about it. Since this is a government financial issue,
if it is decided to increase patient payment portions for primary ilinesses, for example, let’s say not for Kampo,
there is a possibility that cold-related prescriptions such as Kakkonto or Shoseiryuto could be included in that
category.

So, that could be the case. However, it is said that the treatment of the common cold is the most difficult of
all from our point of view, and there is a possibility to find something hidden in the background of light iliness.
| think we need to have another discussion about whether this is really the right thing to do or not.

Kawamura [M]: Thank you very much.

Kitamura [M]: Thank you very much. We will now conclude the question-and-answer session. Thank you very
much.

This concludes the financial results presentation for Q2 of FY2023.

[END]
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