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Ou r  v ie w  o f Eza k i Glico ' s  b u s in e s s  s t r e n g t h s  
a n d  fu t u r e  p o t e n t ia l
Bu s in e s s  S t r e n g t h s
• Eza ki Glico ha s  world-fa m ous  confe ct ione ry bra nds  such  a s  “Pocky” a nd “Pre tz” a nd ha s  

m a ny fa ns  a round the  world .
• With  a  h is tory of m ore  tha n  100  ye a rs ,  ba se d  on  the  founde r's  sp irit  of “con tribu t ing  to 

the  im prove m e nt  of the  phys ica l condit ion  of the  pe ople  th rough  food products ,” the  
com pa ny ha s  a  h igh  m a rke t  sha re  in  the  Ja pa ne se  chocola te  a nd froze n  confe ct ione ry 
m a rke ts  a nd ha s  long supporte d  the  Ja pa ne se  food m a rke t .

• The  com pa ny ha s  e xpa nde d in to the  U.S.,  Ch ina ,  a nd the  ASEAN re gion  e s ta blishe d a  
bra nd de spite  num e rous  com pe titors  in  ove rse a s  m a rke ts ,  a nd se cure d  h ighe r profit  
m a rgins  in  its  U.S.  a nd China  tha n  in  its  dom e st ic ope ra t ions .

Ex p e ct a t io n s  fo r  t h e  Fu t u r e
• In  the  ove rse a s  bus ine ss ,  “Pocky” a nd “Pre tz” a re  we ll-known,  e spe cia lly in  the  U.S.  a nd 

China ,  a nd we  e xpe ct  to a cce le ra te  growth  th rough  bra nd pe ne tra t ion  a nd fu rthe r 
growth  by e xpa nding our m a rke t sha re  th rough  ne w re ta il cha ins a nd re giona l e xpa nsion .

• In  the  pa s t  fe w ye a rs ,  the  dom e st ic bus ine ss  ha s  be e n  s luggish  due  to soa ring  ra w 
m a te ria l price s  a nd othe r cos t  incre a se s ,  bu t  profita bility is  e xpe cte d  to im prove  in  the  
fu tu re  a s  sa le s  price  re vis ions  be com e  m ore  wide spre a d .  

• Pe rform a nce  is  e xpe cte d  to im prove  a s  a ll sh ipm e nts  of ch ille d  products  ha ve  re sum e d 
following the  te m pora ry suspe ns ion  of sh ipm e nts  due  to ERP sys te m  trouble .
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In  Fe brua ry 2024 ,  the  Tokyo Stock Excha nge  (TSE)  a nnounce d  the  following  10  re que s ts  for a ll lis te d  
com pa n ie s  a s  “Ke y Poin ts  a nd  Exa m ple s  of ‘Ma na ge m e n t  Conscious  of Cos t  of Ca pita l a nd  Stock Price ’ 
from  Inve s tors '  Pe rspe ct ive ” (he re ina fte r re fe rre d  to a s  “Poin ts  a nd  Exa m ple s”) ,  a nd  we  a gre e  with  its  
in te n t .  We  be lie ve  tha t  it  is  pa rt icu la rly im porta n t  to im ple m e n t  the  in it ia t ive s  in  ite m s  1 -8  be low.

1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
P r e m is e  o f t h e  p r o p o s a l:  Co n t e n t  o f t h e  TSE r e q u e s t

Source： Tokyo Stock Excha nge (h ttps : / / www.jpx.co.jp / e nglish / ne ws/ 1 0 2 0 / u5 j7 e 50 0 00 0 01 bqd-a t t / 2 40 2 01 en .pdf)

https://www.jpx.co.jp/english/news/1020/u5j7e50000001bqd-att/240201en.pdf
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We  ha ve  de ve lope d a  score ca rd  for the  e igh t  ite m s  in  “Ke y Poin ts  a nd  Exa m ple s” se ct ion .  We  cons ide r 3 .  
e ffic ie n t  b a la n ce  s h e e t ,  4 .  a p p r o p r ia t e  a llo ca t io n  o f m a n a g e m e n t  r e s o u r ce s ,  a n d  7 .  e ffo r t s  t ie d  t o  
t h e  co m p a n y ' s  m e d iu m -  t o  lo n g - t e r m  g o a ls  t o  b e  it e m s  tha t  a re  in  pa rt icu la r ne e d  of im prove m e n t .

1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
Da lt o n ' s  Sco r e ca r d  o n  TSE Re q u e s t s

Source： Tokyo Stock Excha nge (h ttps : / / www.jpx.co.jp / e nglish / ne ws/ 1 0 2 0 / u5 j7 e 50 0 00 0 01 bqd-a t t / 2 40 2 01 en .pdf)  ,  Gra de d  on  a  sca le  of A to C

Theme Pt TSE Request Grade Company Response

1
Consider cost of capital from investor's
perspective

B Cost of capital (4-6%) is disclosed, but a higher level is desirable

2
Analyze and evaluate company's profitability
(ROE, ROIC), including segment and market
valuation (PBR, PER)

B
Disclosed an analysis of its current situation and its direction
toward achieving a 6-8% ROE, but an analysis of return on capital
by segment is required.

3
Consider balance sheet efficiency, including
check for excessive cash and assets

C
The size of asset reduction is small, and efforts to improve
balance sheet efficiency are inadequate. No disclosure of
specific amounts of required shareholders' equity or cash levels

4

Awareness of appropriate allocation of
resources, including investment and human
capital, with full awareness of the cost of
capital and profitability, and whether balance
sheet is contributing to value creation

B
Disclosure of cash flow allocations, but no disclosure of ROIC
targets or ROIC by business
No disclosure regarding the business portfolio review.

5 Being aware of need to reduce capital costs C Not disclosed

6
Designing management compensation system
that provides an incentive to increase corporate
value over the medium to long-term

B Adopted stock compensation plan, but small

7
Illustrate mid-term stance and relate it to
current initiatives

C
No disclosure of efforts and logic tree for each component of
ROE to achieve the ROE target of 6-8%.

Dialogue with
Shareholders
and Investors

8
Proactive involvement of management and
board

B
Small meetings between the President and analysts of
securities firms were held, but still few opportunities for
dialogue between top management and investors

Analysis and
Evaluation of
the Current
Situation

Consideration
and Disclosure
of Initiatives

https://www.jpx.co.jp/english/news/1020/u5j7e50000001bqd-att/240201en.pdf
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According  to “Ke y Po in t s  a n d  Ex a m p le s ,”  4 .  a p p r o p r ia t e  a llo ca t io n  o f m a n a g e m e n t  r e s o u r ce s  is  a n  
a re a  in  ne e d  of im prove m e n t ,  e spe cia lly in  the  dom e s t ic bus ine ss .  It  is  e xpe cte d tha t  the  com pa ny will 
p rom ote  e fforts  to re vie w its  bus ine ss  port folio with  a n  a wa re ne ss  of cos t  of ca p ita l a nd  re tu rn  on  ca pita l.

1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
Da lt o n ' s  r e co g n it io n  o f is s u e s  r e la t e d  t o  a p p r o p r ia t e  
a llo ca t io n  o f m a n a g e m e n t  r e s o u r ce s

Source： Tokyo Stock Excha nge (h ttps : / / www.jpx.co.jp / e nglish / ne ws/ 1 0 2 0 / u5 j7 e 50 0 00 0 01 bqd-a t t / 2 40 2 01 en .pdf)

https://www.jpx.co.jp/english/news/1020/u5j7e50000001bqd-att/240201en.pdf
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1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
Da lt o n ' s  r e co g n it io n  o f is s u e s  r e la t e d  t o  a p p r o p r ia t e  
a llo ca t io n  o f m a n a g e m e n t  r e s o u r ce s
• Although the  profita b ility of the  Nu trit iona l 

Confe ct ione ry bus ine ss  ha s  be e n  im proving ,  the  
profita b ility of the  He a lth  & Foods  a nd  Da iry 
bus ine sse s  ha s  be e n  de clin ing  e ve n  be fore  the  
sys te m  fa ilu re ,  a nd  ROA (ope ra t ing  incom e  a fte r 
ta x/ se gm e n t  a sse ts )  is  le ss  tha n  5% , wh ich  doe s  
not  cove r the  cos t  of ca pita l.

• For “ke y poin ts  a nd  e xa m ple s ,” Eza ki Glico shou ld  
d isclose  it s  re tu rn  on  ca pita l,  including ROIC by 
se gm e n t ,  a nd  r e vie w  it s  b u s in e s s  p o r t fo lio  fo r  
b u s in e s s e s  t h a t  a r e  n o t  co ve r in g  t h e ir  co s t  o f 
ca p it a l.

Nutrit iona l Confe ctione ry:  ~ 2 0 1 8 / 0 3 :  Confe ctione ry,  2 0 1 8 / 0 3 -2 0 2 2 / 1 2 :  
Confe ctione ry & Foods,  ~ 2 0 2 4 / 1 2 :  Nutrit iona l Confe ctione ry,  He a lth  Food  +  Da iry 
Busine ss :  ~ 2 0 1 8 / 0 3 :  Milk,  Da iry +  Cold  Confe ctione ry, 2 0 1 8 / 0 3 -2 0 2 2 / 1 2 :  Da iry +  
Cold  confe ct ione ry,  ~ 2 0 2 4 / 1 2 :  Da iry busine ss  +  He a lth  foods

Source： Com pa ny re port ,  Da lton  a na lys is
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1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
Da lt o n ' s  r e co g n it io n  o f is s u e s  r e la t e d  t o  a p p r o p r ia t e  
a llo ca t io n  o f m a n a g e m e n t  r e s o u r ce s
• Eve n  be fore  the  sys te m  fa ilu re ,  Eza ki Glico 's  ope ra t ing  profit  m a rgin  wa s  s ign ifica n t ly lowe r tha n  its  com pe t itors  

Me iji Hold ings ,  Morina ga ,  a nd  Ca lbe e .

• In  te rm s  of ROE com pa rison ,  wh ile  com pe t itors  ha ve  m a in ta ine d  ROE of a round 10% , Eza ki Glico 's  ROE ha s  
de cline d  s ign ifica n t ly in  the  pa s t ,  a nd  the re  is  a  la rge  ga p  be twe e n  its  ca pita l e fficie ncy a nd tha t  of it s  com pe t itors .

• In  the  “Ke y Poin ts  a nd  Exa m ple s” se ct ion ,  we  e xpe ct  Eza k i Glico  t o  co n t in u e  t o  m a k e  fu n d a m e n t a l e ffo r t s  t o  
a ch ie ve  r e t u r n  o n  ca p it a l t h a t  e x ce e d s  it s  co s t  o f ca p it a l.
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Source： Com pa ny re port ,  Da lton  a na lys is
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Although Eza ki Glico d isclose s  tha t  it  ha s  a lre a dy im ple m e n te d  “m e a sure s  to  re a lize  m a na ge m e n t conscious  of cos t  
of ca pita l a nd  s tock price ” a s  re que s te d  by the  TSE, a s  shown  in  the  score ca rd ,  spe cific d isclosu re s  a nd  de ta ils  of 
e fforts  a re  in su fficie n t .

In  pa rt icu la r,  the  ROE ta rge t  of 6 -8%  in  the  m e dium -te rm  m a na ge m e n t  p la n  (FY2025-FY2027)  d isclose d  by Eza ki 
Glico on  Fe brua ry 13 ,  2025 ,  is  a  de cre a se  from  the  ta rge t  of 8%  ROE in  the  “Dire ct ion  of the  Ne xt  Me dium -Te rm  
Ma na ge m e n t  Pla n  to Im prove  ROE a nd PBR” d isclose d  on  Augus t  14 ,  2024 ,  a nd  thus  d isa ppoin ts  m a ny inve s tors '  
Th is  wa s  a  d isa ppoin tm e n t  to  m a ny inve s tors .

To subs ta n t ia lly re spond to the  TSE re que s t  “Poin ts  a nd  Exa m ple s” a nd  a ch ie ve  ROE of 8% , we  be lie ve  tha t  the  
following th re e  poin ts  in  pa rt icu la r a re  la cking  in  the  m id- te rm  m a na ge m e n t  p la n .
 The  a m oun t  of a sse t  re duct ion  in  te rm s  of ca pita l policy (ca sh  flow a lloca t ion)  is  sm a ll,  a nd  the re  is  a  la ck of 

spe cific d isclosu re  re ga rd ing  ba la nce  she e t  e fficie ncy.
 No spe cific d isclosu re  of bus ine ss  port folio re vie w a nd ROIC by bus ine ss  se gm e n t→He a lt h  & Fo o d  a n d  Da ir y  

b u s in e s s e s ,  w h ich  d o  n o t  co n t in u o u s ly  co ve r  t h e  co s t  o f ca p it a l,  n e e d  t o  b e  im p r o ve d .
 No a na lys is  or d isclosu re  of ROE com pone nts  to  a ch ie ve  m e dium - a nd long-te rm  ROE ta rge ts

To im prove  corpora te  va lue  ove r the  m e dium  to long te rm , Eza ki Glico shou ld  pra ct ice  m a na ge m e n t tha t  is  
conscious  of cos t  of ca pita l a nd  re tu rn  on  ca pita l ba se d  on  its  ba la nce  she e t .
We  p r o p o s e  t h a t  Eza k i Glico  fo llo w  t h e  TSE's  “P o in t s  a n d  Ex a m p le s ” r e q u e s t  t o  m e e t  t h e  e x p e ct a t io n s  o f 
s h a r e h o ld e r s  w it h  a  m e d iu m -  t o  lo n g - t e r m  p e r s p e ct ive ,  w h ich  is  t h e  p u r p o s e  o f t h e  TSE r e q u e s t .

1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
Co n clu s io n
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2 .  Sh a r e  Bu yb a ck
Eza k i Glico ' s  Cu r r e n t  S t a t u s :  Sh a r e  P r ice  Tr e n d s
Eza ki Glico's  s tock price  ha s  re m a ine d  s ign ifica n t ly unde rpe rform ing  re la t ive  to TOPIX.

*  Tota l sha re holde r re turn  th rough  Fe brua ry 2 0 ,  2 0 2 5 ,  
with  Ja nua ry 6 ,  2 0 2 0  a s  1 0 0
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Change Rate Ezaki Glico：3.6％ vs TOPIX：79.3％
CAGR Ezaki Glico：0.7％ vs TOPIX：12.0％

Source： Da lton  a na lys is
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2 .  Sh a r e  Bu yb a ck
Eza k i Glico ' s  Cu r r e n t  S t a t u s :  ROE Tr e n d s
Eza ki Glico's  re tu rn  on  e qu ity (ROE) ove r the  pa s t  10  ye a rs  ha s  de cline d  from  7 .8%  10  ye a rs  a go to 
3 .0%  in  FY2024 / 12 ,  a nd  the  a ve r a g e  ROE o ve r  t h e  p a s t  5  ye a r s  is  o n ly  4 .5 % . Th is  m e a ns  tha t  
m a na ge m e n t  ha s  not  be e n  a b le  to spe nd m one y e fficie n tly.  Eza ki Glico's  m os t  u rge n t  ta sk is  to ta ke  
funda m e n ta l s te ps  to im prove  ROE.

ROE Tre nds

Source： Com pa ny re port ,  Da lton  a na lys is
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2 .  Sh a r e  Bu yb a ck
Eza k i Glico ' s  Cu r r e n t  S t a t u s :  Ba la n ce  Sh e e t
The  ba la nce  she e t  shows a  tota l of 107 .0  b illion  ye n  in  ca sh  a nd  de pos its  a nd  inve s tm e nt  se cu rit ie s ,  
including  policy-hold ing  s tocks ,  a nd  a  m e re  0 .2  b illion  ye n  in  De bt ,  m a king  tota l ne t  fina ncia l a sse ts  of a  
s ize  tha t  a ccoun ts  for m ore  tha n  30%  of ne t  a sse ts .  Ho ld in g  o ve r  1 0 0  b illio n  ye n  in  ca s h  a s s e t s  w it h  
a  d ir e c t  r e t u r n  o f c lo s e  t o  z e r o  is  a  fa c t o r  in  t h e  d e clin e  in  ca p it a l e ffic ie n cy .

Bre a kdown of Ne t  Asse tsBa la nce  She e t  Com posit ion  (a s  of De c.  2024 )

＊ Ne t Fina ncia l Asse ts： (Ca sh +  Long te rm  Inve stm e nts)  –  De bt
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Source： Com pa ny re port ,  Da lton  a na lys is
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2 .  Sh a r e  Bu yb a ck
Eza k i Glico ' s  Cu r r e n t  S t a t u s :  Sh a r e h o ld e r  Re t u r n
Although  the  ne w m e dium -te rm  m a na ge m e n t  p la n  (FY2025-FY2027)  d isclose d  a  d ivide nd pa you t  ra t io 
ta rge t  of 45%  or m ore  a nd  a  sha re holde r re tu rn  p la n  of 25  b illion  ye n ,  the re  wa s  no spe cific d isclosu re  of 
d ivide nds  a nd  sha re  buyba cks .  The  com pa ny on ly conducte d  a  sha re  buyba ck of 5  b illion  ye n  in  
FY12 / 2022 ,  a nd  g ive n  tha t  the  com pa ny's  ca p ita l e fficie ncy ha s  be e n  de clin ing  due  to the  la rge  a m oun t  
of ca sh  a sse ts  e xce e ding 100  b illion  ye n ,  the  com pa ny's  sha re holde r re tu rn  p la n  is  in su fficie n t  to im prove  
ROE. We  be lie ve  tha t  t h e  co m p a n y ' s  s h a r e h o ld e r  r e t u r n  p la n  is  in s u ffic ie n t  t o  im p r o ve  ROE.

Tota l Sha re holde r Re turn  Tre nds
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Source： Com pa ny re port ,  Da lton  a na lys is
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2 .  Sh a r e  Bu yb a ck
Effe ct :  ROE im p r o ve m e n t  o f s h a r e  b u yb a ck
(Ca se  of 10%  sha re  buyba ck in  FY12 / 2025 ,  followe d by con t inua t ion  of 5%  sha re  buyba ck)
In  th is  ca se ,  ROE t r e n d s  u p w a r d  t o  7 %  in  FY12 / 2027 ,  a nd  e a rn ings  pe r sha re  (EPS)  growth  a cce le ra te s .  
In  the  ca se  withou t  the  sha re  buyba ck,  ROE will o n ly  r e co ve r  t o  6 %  in  FY12 / 2027 ,  fa iling  to re a ch  8%  
cos t  of ca p ita l a nd  m a king  it  d ifficu lt  t o  a ch ie ve  t h e  6 - 8 %  t a r g e t .

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

03
/1

4
03

/1
5

03
/1

6
03

/1
7

03
/1

8
03

/1
9

12
/2

0
12

/2
1

12
/2

2
12

/2
3

12
/2

4
E 

12
/2

5
E 

12
/2

6
E 

12
/2

7
E 

12
/2

8
E 

12
/2

9
E 

12
/3

0

ROE

ROE(Share buyback)

0

50

100

150

200

250

300

350

400

450

500

03
/1

4
03

/1
5

03
/1

6
03

/1
7

03
/1

8
03

/1
9

12
/2

0
12

/2
1

12
/2

2
12

/2
3

12
/2

4
E 

12
/2

5
E 

12
/2

6
E 

12
/2

7
E 

12
/2

8
E 

12
/2

9
E 

12
/3

0

EPS EPS(Share buyback)

Source： Com pa ny re port ,  Da lton  a na lys is  (Future  proje ct ions  a re  ca lcu la te d  by Da lton)



15

2 .  Sh a r e  Bu yb a ck
Effe ct :  I m p a ct  o f s h a r e  b u yb a cks  o n  Ca s h  a s s e t s
(In  the  sa m e  ca se  a s  on  the  pre vious  pa ge ,  ove r 75  b illion  ye n  in  growth  inve s tm e n ts  ove r 3  ye a rs )
Ne t  fina ncia l a sse ts  will e xce e d  80  b illion  ye n  in  FY12 / 2025 .  The re a fte r,  ope ra t ing  ca sh  flow will 
m a in t a in  n e t  fin a n cia l a s s e t s  in  e x ce s s  o f 8 0  b illio n  ye n ,  a nd  s u ffic ie n t  ca s h  w ill b e  s e cu r e d  fo r  
fu t u r e  r is k s .  The  ca pita l a de qua cy ra t io r e m a in s  h ig h  a t  a r o u n d  7 0 %  com pa re d  to the  pa s t .

Source： Com pa ny re port ,  Da lton  a na lys is  (Future  proje ct ions  a re  ca lcu la te d  by Da lton)
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We  be lie ve  tha t  the  gre a te s t  we a kne ss  of Ja pa ne se  boa rds  of d ire ctors  is  the  sm a ll num be r of sha re s  
he ld  by e a ch  d ire ctor a nd  the  re su lt ing  la ck of a  sha re holde r pe rspe ct ive .

Our proposa l is  to  de s ign  the  re s t ricte d  s tock com pe nsa t ion  p la n  a s  a  pe rform a nce - linke d  ince n t ive  pla n  
tha t  include s  ROE a nd TSR (Tota l Sha re holde r Re tu rn ) ,  a nd  to de s ign  it  so tha t  if the  pe rform a nce  
crite ria  a re  m e t ,  the  cum ula t ive  a m ount  of re s t ricte d  s tock e qu iva le n t  to th re e  t im e s  the  fixe d  
com pe nsa t ion  will be  gra n te d  ove r the  ne xt  th re e  ye a rs .

Eza ki Glico ha s  a  sm a ll sha re hold ing  of e a ch  d ire ctor e xce pt  for those  from  the  founding  fa m ily,  a nd  the  
m a jority of the  d ire ctors '  e conom ic be ne fits  a re  ba se  re m une ra t ion  a s  fixe d  re m une ra t ion .  Although 
Eza ki Glico ha s  in t roduce d  a  re s t ricte d  s tock com pe nsa t ion  p la n ,  in  FY1 2 / 2 02 3 ,  s tock com pe nsa t ion  is  
on ly 33  m illion  ye n ,  or 16 %  of fixe d  com pe nsa t ion ,  com pa re d  to fixe d  com pe nsa t ion  of 209  m illion  ye n  
pe r ye a r.  At  th is  pa ce ,  it  will ta ke  a pproxim a te ly 19  ye a rs  to re a ch  a  sha re hold ing  e qu iva le n t  to th re e  
t im e s  the  fixe d  re m une ra t ion ,  wh ich  is  cons ide re d  a  gu ide line  for e ffe ct ive  s tock re m une ra t ion  to sha re  
va lue  be twe e n d ire ctors  a nd  sha re holde rs .

3 .  Ex p a n d  r e s t r ic t e d  s t o ck  co m p e n s a t io n
Su m m a r y

The  Min is t ry of Econom y,  Tra de  a nd  Industry (METI)  e xpla ins  the  s ign ifica nce  of e xpa nding  the  
in t roduct ion  of s tock-ba se d  com pe nsa t ion  a s  “e xe cut ive  com pe nsa t ion  tha t  e ncoura ge s  'a ggre ss ive  
m a na ge m e n t .  The  TSE's  “Ke y Poin ts  a nd  Exa m ple s” a lso ind ica te s  tha t  g ra n t ing  com pa ny s tock a s  a n  
ince n t ive  for m e dium - to long- te rm  corpora te  va lue  e nha nce m e nt  is  a n  e ffe ct ive  m e a ns  of prom oting 
m a na ge m e n t  a im e d a t  incre a s ing  corpora te  va lue .  We  a gre e  with  the  in te n t  of the  METI a nd  TSE's  “Ke y 
Poin ts  a nd  Exa m ple s” re que s t ,  a nd  ou r proposa l is  in  line  with  th is  in te n t .  
We  p r o p o s e  t h e  e x p a n s io n  o f r e s t r ict e d  s t o ck  co m p e n s a t io n  in  o r d e r  t o  g ive  e a ch  d ir e c t o r  a n  
in ce n t ive  t o  im p r o ve  co r p o r a t e  va lu e  o ve r  t h e  m e d iu m  t o  lo n g  t e r m  a n d  t o  m a n a g e  t h e  
co m p a n y fr o m  t h e  s a m e  p e r s p e ct ive  a s  t h e  s h a r e h o ld e r s .

出所：会社資料（ 2 0 23年 12月期有価証券報告書）
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Re fe r e n ce :  Or ig in a l Sh a r e h o ld e r  P r o p o s a l
1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
(1)  Ou t line  of Proposa l
The  following a rt icle  sha ll be  ne wly a dde d to the  curre n t  Art icle s  of Incorpora t ion  a s  Art icle  38 :  “Cha pte r 7 :  Me a sure s  to 
re a lize  m a na ge m e nt consciousne ss  of cos t  of ca p ita l a nd  s tock price .  In  a dd it ion ,  upon  the  pa ssa ge  of a ny othe r 
p roposa l a t  th is  Ge ne ra l Me e ting of Sha re holde rs  ( includ ing a  p roposa l tha t  is  sub je ct  to the  Com pa ny's  p roposa l) ,  the  
following a rt icle  sha ll be  ne wly a dde d  a s  Art icle  38 .  If form a l a d jus tm e nts  ( includ ing bu t  not  lim ite d  to corre ct ion  of 
m isa lignm e nt  of a rt icle  num be rs )  a re  re qu ire d  to the  a rt icle s  lis te d  a s  th is  p roposa l due  to the  pa ssa ge  of othe r 
p roposa ls  ( includ ing those  a bout  com pa ny proposa ls )  a t  th is  Ge ne ra l Me e ting of Sha re holde rs ,  the  a rt icle s  a bout  th is  
p roposa l sha ll be  re a d  a s  the  a rt icle s  a fte r the  ne ce ssa ry a d jus tm e nts  ha ve  be e n  m a de .

(Ne wly e s ta b lishe d)  Cha pte r 7  
(Me a sure s  to Achie ve  Ma na ge m e nt Conscious  of Cos t  of Ca pita l a nd  Stock Price )
The  Com pa ny,  a s  long a s  it  is  a  lis te d  com pa ny,  sha ll p ra ct ice  the  following in  a ccorda nce  with  the  sp irit  of the  
“Me a sure s  to re a lize  m a na ge m e nt with  a wa re ne ss  of the  cos t  of ca p ita l a nd  s tock price ” a s  re qu ire d  by the  Tokyo Stock 
Excha nge .
1 .  Vie w a nd  d isclose  the  cos t  of ca p ita l from  the  vie wpoin ts  of sha re holde rs  a nd  inve s tors .
2 .  a na lyze  a nd  e va lua te  the  com pa ny's  s tock price  from  m ult ip le  pe rspect ive s  ba se d  on  the  vie wpoin ts  of sha re holde rs  
a nd  inve s tors
3 .  inspe ct  whe the r the  ba la nce  she e t  is  e fficien t  in  te rm s  of cos t  of ca p ita l a nd  re tu rn  on  ca p ita l,  a nd  d isclose  a nd  
im ple m e nt  p la ns  for im prove m e nt if de e m ed ne cessa ry
4 .  ta ke  d ra s t ic m e a sure s  to e nsure  a ppropria te  a lloca t ion  of m a na ge m e nt re source s ,  includ ing re vie wing its  bus ine ss  
portfolio,  with  a n  a wa re ne ss  of the  cos t  of ca p ita l a nd  re tu rn  on  ca p ita l,  a nd  d isclose  its  ca p ita l a lloca t ion  policy ba se d  
on  the  a ppropria te  a lloca t ion  of m a na ge m e nt re source s ;  a nd
5 .  Be  conscious  of the  ne e d  to re duce  the  cos t  of ca p ita l,  a nd  d isclose  a nd  im ple m e nt  im prove m e nt p la ns  whe n  such  
im prove m e nt is  cons ide re d poss ib le .
6 .  de s ign  a n  e xe cu tive  com pe nsa t ion  sys te m  tha t  p rovide s  a n  ince n tive  to incre a se  corpora te  va lue  ove r the  m e dium  to 
long- te rm
7 .  d isclose  in  a n  e a sy- to-unde rs ta nd  m a nne r how e a ch  in it ia t ive  will be  im ple m e nte d to re a lize  the  m e dium -  to long-
te rm  vis ion  a nd  how e a ch  in it ia t ive  will le a d  to the  re solu t ion  of is sue s
8 .  m a na ge m e nt a nd  the  boa rd  of d ire ctors  will p roa ct ive ly e nga ge  in  d ia logue  with  sha re holde rs  a nd  inve s tors .
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Re fe r e n ce :  Or ig in a l Sh a r e h o ld e r  P r o p o s a l
1 .  I m p le m e n t a t io n  o f TSE r e q u e s t
(2)  Re a sons  for the  proposa l

We  a gre e  with  the  m a in  purpose  of the  “Me a sure s  to Achie ve  Ma na ge m e nt Conscious  of Cos t  of Ca pita l a nd  Stock 
Price ” (he re ina fte r re fe rre d  to a s  the  “TSE Re que st”) ,  which  wa s  re que s te d by the  Tokyo Stock Excha nge  on  Ma rch  
31 ,  2 0 2 3  for a ll lis te d  com pa nie s  on  the  Prim e  a nd  Sta nda rd  m a rke ts .  To e nsure  tha t  the  m e a sure s  a re  not  on ly 
form a l bu t  a lso h igh ly e ffe ct ive ,  we  be lie ve  tha t  it  is  e ffect ive  to con tinuous ly ve rify the  m e a sure s  ba se d  on  the  
“Poin ts  a nd  Exa m ple s  of ‘Ma na ge m e nt Conscious  of Cos t  of Ca pita l a nd  Stock Price ’ from  Inve s tors '  Pe rspe ct ive ” 
(“Poin ts  a nd  Exa m ple s”)  re le a se d by the  Tokyo Stock Excha nge  on  Fe brua ry 1 ,  2024 . We  be lie ve  tha t  the  
con tinuous  ve rifica t ion  of e fforts  ba se d  on  the  “Poin ts  a nd  Exa m ple s” (he re ina fte r “Poin ts  a nd  Exa m ple s”)  is  
e ffect ive .

Give n  the  curre n t  s itua t ion  whe re  a pproxim a te ly 80%  of com pa nie s  lis te d  on  the  p rim e  m a rke t  ha ve  a lre a dy 
d isclose d the ir re sponse s  to TSE re que s ts ,  one  m igh t  th ink tha t  th is  TSE re que s t  ha s  a lre a dy fu lfille d its  role .  
Howe ve r,  our gre a te s t  conce rn  is  tha t  the  qua lity of such  d isclosure  a nd  e fforts  va rie s  s ign ifica n t ly from  com pa ny to 
com pa ny.  While  the re  a re  com pa nie s  tha t  a re  p rom oting re sponse s  ba se d  on  e xce llen t  d isclosure s  a nd  e ffect ive ly 
colla bora t ing with  in it ia t ive s  to e nha nce  corpora te  va lue ,  unfortuna te ly the re  a re  a lso com pa nie s  tha t  do not  
unde rs ta nd  the  purpose  of the  TSE re qu ire m e nt ,  or se e m  to ha ve  on ly form a lize d  it  withou t  a ny m otiva t ion .
Although  our com pa ny ha s  a lre a dy d isclose d  the  s ta tus  of d isclosure  ba se d  on  the  TSE re que s t ,  spe cific d isclosure  
ba se d  on  the  poin ts  a nd  e xa m ple s  is  insufficie n t .  In  orde r to a ch ie ve  the  8%  ROE ta rge t  a nd  incre a se  corpora te  
va lue  ove r the  m e dium  to long te rm ,  the  com pa ny should  not  on ly con tinue  to grow profits ,  bu t  a lso p ra ct ice  
m a na ge m e nt with  a n  a wa re ne ss  of the  cos t  of ca p ita l a nd  re tu rn  on  ca p ita l ba se d  on  the  ba la nce  she e t .  In  the  
ite m s  lis te d  in  the  poin ts  a nd  e xa m ple s ,  we  ha ve  ide n tified the  following:  3 .  Che ck whe the r the  ba la nce  she e t  is  in  
a n  e fficien t  condit ion  a nd  d isclose  a nd  im ple m e nt  im prove m e nt p la ns ;  4 .  Ma ke  dra s t ic e fforts  a nd  d isclose  ca p ita l 
a lloca t ion  policie s  with  a n  a wa re ne ss  of a ppropria te  a lloca t ion  of m a na ge m e nt  re source s ,  includ ing bus ine ss  
portfolio re vie w;  7 .  Wha t  is  the  e a sy- to-unde rs ta nd  d isclosure  for the  re a liza t ion  of the  com pa ny's  vis ion ,  we  
be lie ve  tha t  the se  ite m s  a re  pa rt icu la rly in  ne e d  of im prove m e nt for the  Com pa ny.  We  be lie ve  tha t  by d isclos ing 
the se  spe cific de ta ils ,  the  Com pa ny will be  a b le  to m e e t  the  e xpe cta t ions  of sha re holde rs  a nd  inve s tors  with  a  
m e dium -  to long- te rm  pe rspe ct ive ,  which  is  the  purpose  of the  TSE re que s t .
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Re fe r e n ce :  Or ig in a l Sh a r e h o ld e r  P r o p o s a l
2 .  Sh a r e  Bu yb a ck
(1) Out line  of Proposa l

Accord ing to Art icle  156 , Pa ra gra ph  1  of the  Com pa nie s  Act ,  with in  one  ye a r from  the  conclus ion  of th is  Ord ina ry 
Ge ne ra l Me e ting of Sha re holde rs ,  the  Com pa ny sha ll a cqu ire  up  to 6 ,360 ,000  sha re s  of its  com m on s tock for a  tota l 
a cqu is it ion  p rice  of 27 ,000 ,000 ,000  ye n  by wa y of ca sh  pa ym e nt.

(2 )  Re a son  for the  proposa l
The  Com pa ny's  ne t  fina ncia l a sse ts ,  which  a re  the  sum  of ca sh  a nd  de pos its ,  m a rke ta b le  se curit ie s ,  a nd  inve s tm e nt  
se curit ie s  he ld  by the  Com pa ny,  m inus  borrowings ,  a re  ca lcu la te d  to be  101 .8  b illion  ye n  a s  of Se p te m ber 30 ,  2024 ,  
which  is  a pproxim a te ly 40%  of the  Com pa ny's  tota l m a rke t  ca p ita liza t ion  a s  of Se p te m ber 30 ,  2024 . The  
a ccum ula t ion  of ca sh  a sse ts  ove r re qu ire d  funds  le a ds  to a  de cline  in  ca p ita l e fficiency a nd  da m a ge  to corpora te  
va lue .  Although  the  Com pa ny a im s  to a ch ie ve  a n  ROE of 8% , the  a ve ra ge  ROE for the  pa s t  five  ye a rs  ha s  be e n  in  
the  5 %  ra nge ,  a nd  e xce ss ive  ca sh  a sse ts  ha ve  be e n  a  fa ctor in  the  de cline  in  ROE.  Re purcha s ing sha re s  a t  a  
d iscount  ha s  the  e ffe ct  of incre a s ing corpora te  va lue  th rough  im prove d  e a rn ings  pe r sha re  a nd  ne t  a sse ts ,  a nd  
re ducing the  burde n  of fu tu re  d ivide nds  th rough  a  de cre a se  in  the  tota l num be r of sha re s  is sue d  a nd  ou ts ta nd ing,  
the re by incre a s ing corpora te  va lue  ove r the  m e dium  to long te rm ,  ra the r tha n  th rough  short- te rm  sha re  p rice  
a ppre cia t ion .

Although  the  sha re  buyba ck of up  to 27  b illion  ye n  unde r our p roposa l would  e xce e d the  s ize  of ne t  incom e ,  
cons ide ring tha t  the  Com pa ny's  ne t  fina ncia l a sse ts  a re  101 .8  b illion  ye n ,  it  would  p rovide  sufficie n t  funds  for fu tu re  
M&A, ca p ita l inve s tm e nt ,  re se a rch  a nd  de ve lopm ent,  a nd  to p re pa re  for une xpe cte d risks .  Th is  will not  im pa ir the  
ba la nce  be twe e n  inve s tm e nt  for growth ,  funds  for bus ine ss  ope ra t ions ,  a nd  sha re holde r re tu rns .  The re fore ,  we  
be lie ve  tha t  the  Com pa ny should  a dopt  a  m e a sure  to a cqu ire  a pproxim a te ly 10%  of its  tota l ou ts ta nd ing sha re s  
(e xclud ing tre a sury s tock)  a s  t re a sury s tock in  orde r to incre a se  sha re holde r re tu rns  a nd  im prove  ca p ita l e fficiency, 
the re by e nha ncing its  corpora te  va lue  ove r the  m e dium  to long te rm .
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Re fe r e n ce :  Or ig in a l Sh a r e h o ld e r  P r o p o s a l
3 .  Ex p a n d  r e s t r ic t e d  s t o ck  co m p e n s a t io n
(1) Out line  of Proposa l

At the  Ord ina ry Ge ne ra l Me e ting of Sha re holde rs  to be  he ld  on  Ma rch  24 ,  2020 ,  the  m a xim um  a nnua l a m ount  of 
com pe nsa t ion  for Dire ctors  of the  Com pa ny sha ll be  se t  a t  390  m illion  ye n  ( includ ing 35  m illion  ye n  for Outs ide  
Dire ctors ) ,  a nd  se pa ra te ly from  th is ,  a t  the  Ord ina ry Ge ne ra l Me e ting of Sha re holde rs  to be  he ld  on  June  28 ,  2018 , 
the  a m ount  of s tock com pe nsa t ion  sha ll be  se t  a t  150  m illion  ye n  pe r ye a r a nd  the  m a xim um  num be r of sha re s  to 
27 ,000  sha re s  pe r ye a r (ou ts ide  d ire ctors  a re  not  e lig ib le  for the  gra n t .  The  Com pa ny ha s  a pprove d  gra n t ing 
m one ta ry com pe nsa t ion  cla im s  for the  gra n t  of re s tricte d  s tock to the  Com pa ny's  d ire ctors  a nd  e xe cu tive  office rs  
who a re  sub je ct  to the  re s tricte d  s tock com pe nsa t ion  p la n ,  with  a n  a nnua l a m ount  not  e xce e ding 390  m illion  ye n  
a nd  the  m a xim um  num be r of sha re s  to be  gra n te d  be ing 92 ,000  sha re s .  The  spe cific t im ing a nd  a lloca t ion  of the  
pa ym e nt sha ll be  de cided  by the  Boa rd  of Dire ctors  of the  Com pa ny.
The  Boa rd  of Dire ctors  sha ll de te rm ine  the  spe cific t im ing a nd  a lloca t ion  of the  gra n t ,  bu t  the  p la n  sha ll be  de s igne d  
a s  a  pe rform a nce - linked incen tive  p la n ,  a nd  if the  pe rform a nce  crite ria  a re  m e t ,  the  p la n  sha ll be  de s igne d to gra n t  
re s tricte d  t ra nsfe ra b le  sha re s  e qu iva le n t  to th re e  t im e s  the  fixe d  re m une ra t ion  on  a  cum ula t ive  ba s is  ove r the  ne xt  
th re e  ye a rs .

.
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Re fe r e n ce :  Or ig in a l Sh a r e h o ld e r  P r o p o s a l
3 .  Ex p a n d  r e s t r ic t e d  s t o ck  co m p e n s a t io n
(2) Re a sons  for the  proposa l
We  be lie ve  tha t  the  gre a te s t  we a kne ss  of the  Ja pa ne se  boa rd of d ire ctors  is  the  sm a ll num be r of sha re s  he ld  by 
e a ch  d ire ctor a nd  the  re su lt ing la ck of a  sha re holde r-orie n te d vie wpoin t .  In  the  com pa ny a s  we ll,  e xce p t  for those  
from  the  founding fa m ily,  d ire ctors '  sha re hold ings  a re  sm a ll,  a nd  the  m a jority of d ire ctors '  e conom ic be ne fits  a re  
ba s ic com pe nsa t ion  a s  fixe d  com pe nsa t ion .  Although  som e  com pe nsa t ion  is  t ie d  to the  a ch ie ve m e nt  of bus ine ss  
re su lts ,  we  be lie ve  tha t  the  purpose  of re s tricte d  s tock com pe nsa t ion ,  i.e . ,  sha ring va lue  with  sha re holde rs ,  is  
insufficie n t .  It  is  ne ce ssa ry to give  d ire ctors  a n  e conom ic ince n tive  to sus ta ina b ly im prove  the  Com pa ny's  corpora te  
va lue  a nd  to sha re  the  re su lts  of corpora te  va lue  im prove m e nt with  sha re holde rs  by un it ing the ir in te re s ts  with  
those  of the  Com pa ny's  sha re holde rs .

The  gu ide line  for e ffect ive  s tock-ba se d com pe nsa t ion  to sha re  va lue  be twe en  d ire ctors  a nd  sha re holde rs  is  
e qu iva le n t  to th re e  t im e s  the  fixe d  com pe nsa t ion .  Although  the  Com pa ny ha s  in troduce d  a  re s tricte d  s tock 
com pe nsa t ion  p la n ,  in  the  119 th  fisca l ye a r ( Ja nua ry 1 ,  2023 , to De ce m ber 31 ,  2023 ),  fixed com pe nsa t ion  of \ 209  
m illion  pe r ye a r wa s  pa id  to the  Com pa ny's  d ire ctors  (e xclud ing ou ts ide  d ire ctors ) ,  while  s tock com pe nsa t ion  
a m ounte d  to \ 33  m illion ,  on ly 16%  of fixe d  com pe nsa t ion .  At  th is  pa ce ,  it  will ta ke  a bout  19  ye a rs  to re a ch  the  
e qu iva le n t  of th re e  t im e s  the  fixe d  com pe nsa t ion ,  which  is  cons ide re d  a  gu ide line  for e ffe ct ive  s tock com pe nsa t ion  
to sha re  va lue  be twe en  d ire ctors  a nd  sha re holde rs .  Re s tricte d  s tock com pe nsa t ion  is  m e a ningle ss  un le ss  it  is  
gra n te d  during the  d ire ctor's  te rm  of office ,  so it  is  ne ce ssa ry to gra n t  a  ce rta in  a m ount  of s tock com pe nsa t ion  in  a  
shorte r pe riod .

In  a dd it ion ,  a lm os t  a ll m a jor lis te d  com pa nie s  in  Europe  a nd  the  U.S.  ha ve  a dopte d  sha re hold ing gu ide line s  tha t  
s t ipu la te  a  ce rta in  a m ount  of sha re s  tha t  a re  cons ide re d ne ce ssa ry to sha re  va lue  with  sha re holde rs  a nd  a  ce rta in  
pe riod  of con tinuous  sha re hold ing re qu ire m e nts .  Afte r a  gra ce  pe riod  of se ve ra l ye a rs ,  in  m os t  ca se s ,  top  
m a na ge m e nt is  re qu ire d  to hold  3  to 5  t im e s  the ir ba se  com pe nsa t ion ,  a nd  ou ts ide  d ire ctors  a re  re qu ire d  to hold  1  
t im e s  the ir com pe nsa t ion .  We  sugge s t  tha t  the  Com pa ny's  d ire ctors  a nd  othe r m e m be rs  of m a na ge m e nt should  not  
be  bound  by pa s t  norm s ,  bu t  a im  for a  le ve l of owne rsh ip  tha t  is  no le ss  tha n  world -cla ss  a nd  de m ons tra te  the ir 
com m itm e nt  th rough  a ppropria te  d isclosure ,  a nd  we  be lie ve  tha t  s tock owne rsh ip  gu ide line s  should  be  e s ta b lishe d.



This document has been prepared for qualified investors, is provided for informational purposes only, and does not constitute a solicitation of any shares in any investment vehicle managed by Dalton 
Investments.  Such solicitations can only be made to qualified investors by means of the private placement memorandums, which describe, among other things, the risks of making an investment.  
Additionally, this presentation does not constitute investment advice of any kind. 

All of the information in this document relating to Dalton Investments or its affiliates (collectively, “Dalton” or the “Firm”) is communicated solely by Dalton, regulated by the U.S. Securities and Exchange 
Commission (SEC).  SEC registration does not imply SEC endorsement.  No representation or warranty can be given with respect to the accuracy or completeness of the information, or with respect to 
the terms of any future offer of transactions conforming to the terms hereof.  Certain assumptions may have been made in the analysis which resulted in any information and returns/results detailed 
herein.  No representation is made that any results/returns indicated will be achieved or that all assumptions in achieving these returns have been considered or stated.  Additional information is 
available on request.  Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are based on market 
conditions.  Unless otherwise indicated, figures presented are preliminary, unaudited, subject to change and do not constitute Dalton’s standard books and records. 

Individual portfolio account returns and holdings within a referenced Dalton composite may vary substantially for such factors including, among others, account specific restrictions – e.g. whether 
currency investments are permitted, timing of transactions, contributions, withdrawals, and market conditions at the time of investment. 

PAST PERFORMANCE IS NOT A GUARANTEE OF FUTURE PERFORMANCE. THE VALUE OF THE INVESTMENTS AND THE INCOME FROM THEM CAN GO DOWN AS WELL AS UP AND AN INVESTOR 
MAY NOT GET BACK THE AMOUNT INVESTED.  THESE INVESTMENTS ARE DESIGNED FOR INVESTORS WHO UNDERSTAND AND ARE WILLING TO ACCEPT THESE RISKS. PERFORMANCE MAY BE 
VOLATILE, AND AN INVESTOR COULD LOSE ALL OR A SUBSTANTIAL PORTION OF ITS INVESTMENT.

Any estimates, projections or predictions (including in tabular form) given in this communication are intended to be forward-looking statements.  Although Dalton believes that the expectations in such 
forward-looking statements are reasonable, it can give no assurance that any forward-looking statements will prove to be correct.  Such estimates are subject to actual known and unknown risks, 
uncertainties and other factors that could cause actual results to differ materially from those projected.  These forward-looking statements speak only as of the date of this communication.  Dalton 
expressly disclaims any obligation or undertaking to update or revise any forward-looking statement contained herein to reflect any change in its expectations or any change in circumstances upon 
which such statement is based.

Please note that neither the Funds/Composites nor the Investment Manager/Investment Advisor complies with the requirements of the Alternative Investment Fund Managers Directive (“AIFMD”) of the 
European Union. No direct or indirect offering or placement of shares by or on behalf of the Funds/Composites or the Investment Manager may be made to or with investors in member states of the 
European Union in breach of either the applicable requirements under the AIFMD or the private placement regime in each relevant member state. You are receiving this presentation either because (a) 
you are an existing investor and we are sending you an update to discharge our obligation, or (b) you have previously requested for submission of such information. If neither of these apply to you, 
please kindly ignore this presentation and reply to InvestorRelations@daltoninvestments.com with the subject “AIFMD distribution list review” as soon as possible so that we can remove you from our 
relevant distribution list in the future.

Any specific securities referenced herein are holdings as of the date identified in the document and any performance information relates only to the period covered by this document.  No inferences 
should be made as to the profitability of specific positions overall.
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