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Our view on the importance of allocating management resources with full aw

areness of the cost of capital and return on capital

With regard to our cost of capital, we strive to understand not only the figures
calculated based on generally accepted calculation methods, but also the actu
al cost of capital demanded by external parties. For this purpose, we conduct

a questionnaire survey of securities analysts and institutional investors at the
financial results briefing held each quarter. Based on the results of the survey
and the figures applied in analyst reports issued by securities firms, we curren
tly estimate that the cost of capital demanded of us is around 7% to 8%.

On the other hand, return on equity (ROE) for FY2023, our most recent fiscal

year, was 4.9%. This is a significant deterioration from the previous five-year a

verage of 15.5% (maximum 18.9%, minimum 13.4%), which had consistently exce
eded the cost of capital until FY2022, the previous fiscal year. The main reaso
ns for the decline in ROE in FY2023 were the large tax burden associated with
the payment of dividends from subsidiaries to the parent company in order to

implement the large shareholder return described below, and the extraordinary
loss from restructuring costs to improve profitability going forward, which put



pressure on profits. Both of these are one-time factors.

We expect ROE in FY2024 to improve significantly over the previous year, and
we also expect a large improvement over the FY2023 results due to the 100.1
billion yen year-end dividend for FY2023, including a special dividend, and a 40.
0 billion yen share buyback to streamline shareholders' equity by using cash re
serves to buy back shares, to again exceed the cost of capital. Although ROE
deteriorated, P/B ratio was 4.83 times, well above 1x based on the closing pri
ce of the Company's stock at the end of FY2023, and PER (price to earnings r
atio) was 96.21 times. P/B ratio has been consistently above 1x, not only in th
e most recent fiscal year.

Based on the above, we recognize that the Company is adequately valued fro
m the P/B ratio point of view, and have not set any special improvement mea
sures or targets to significantly improve the P/B ratio from the current level.
Despite this recognition of the current situation, we are conscious of further i
mproving the efficiency of shareholders' equity.

First, we intend to return profits to shareholders through a year-end dividend f
or the fiscal year ending December 31, 2023 (target: 100 billion yen), which will
consist of ordinary and special dividends, and a share buyback during the fisca
| year ending December 31, 2024 (target: 40 billion yen). This policy is expecte
d to reduce the level of cash held by the Group and significantly improve the
efficiency of shareholders' equity.

Second, our basic policy for shareholder returns for the fiscal year ending Dec
ember 31, 2024 (payment in 2025) and beyond is to fully return net income ge
nerated from investments necessary for business growth through year-end div
idends and share repurchases in the following fiscal year, without retaining any
retained earnings. Since cash will continue to increase above the minimum req
uired amount even after the substantial shareholder return in 2024, we will pri
oritize improving capital efficiency through shareholder returns and M&A.
<Disclosure of shareholder communications>

We are actively meeting with securities analysts, shareholders, and institutiona
| investors, mainly through our Investor Relations Department, which conducte
d a total of 457 meetings with shareholders and institutional investors in 2023.
By sell-side and buy-side: 24% sell-side, 76% buy-side

By domestic/overseas investors: 32% Japan, 68% overseas

In addition, the CFO participated in 6 large-scale conferences hosted by secur
ities firms for overseas investors during the year, for a total of 65 slot meeting
s. Considering these numbers, we believe we are in full dialogue with our inves
tors.

In addition, for existing shareholders, the CFO and the Corporate Governance
Department, among others, have requested opportunities for dialogue with sha
reholders who are believed to hold a large number of our company's shares ba
sed on the large shareholding reports submitted to us, and we have held such
dialogue once every six months.
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Diversity + Equity + Inclusion + Collaboration = Success
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