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Quotes

“Crudely speaking, the game of strategy
is the game of profitability.”
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O.‘/ Executive Summary

of Japan’s profit landscape
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The 3Ps of profitability for strategy games

Profitability of Sales (+Industry Profit Pools)

o Ordinary Profit/Sales or Operating Profit/Sales

o Mef Profit'Sales

o EBITDA (Eaming Before Interest, Taxes, Depreciafion and
Amortization)/Sales

o Profit margin frends, Efc

Profitability of Assets
o Qperaling ProfitAssets

o Nel ProfitAssets

o Qperating ProfitCurrent Assels
o Nel ProfitCurrent Assels

Prnfltahlllty of Capital
et ProfivEquity

o Net Profitshare Capital
Frofit Per Share, whnich 15 Net Profit Equity+Long-term  Liabilities)

o EIE.
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Japanese industries’ profit pools by the numbers 2021

Executive summary

Ordinary Profits
0 Manufacturing Sector

Non-manufacturing Sector, includes
'r =1L L LT IE!.;.' ! dE! 1 H
@ non-manufacturing (ex-Finance & Japan's Profits Pools Growth YoY

Insurance) and Finance & Insuranc (as of March 2022) (as of March 2022)

Key Highlights

JPY33AT 34.4%  JPY50.7T = 52.6% | JPY12.4T 13% | Firms’ Size

Manufacturing Share of Her-frianufaciuring Share of Finance & Insurance Share of
Sector Prafits Poals) [“";bﬂ'k ng & Profits Podls Brafits Poals matters
nance

. Cissoko & Company



Japanese industries’ profit pools by the numbers

O 0 O

Manufacturing

(+15%)_—

34.4%
29.8%

Finance & Insurance

9%
14.5‘5;5(‘“1*

13.0%

Non-manufacturing

(ex-Finance & Insurance)
i)

55.gnﬁ 52.5:‘;&

2020 2021 2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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Transportation equipment such
as carmakers

ClSSOkO & Com pa ny Source: Japan Ministry of Finance, Cissoko & Company database & analysis



The four leading industries in ordinary margin above 4.8% --

the non-manufacturing average (ex-Finance & Insurance)

TEYEYRERRERT
AR AR RN
AR AR NEREREN T
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Real Information & Services

Construction

Comms. (IT) (Professional)

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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The six leading industries in profit margin above 8.3% average

0000000

across Japan’s manufacturing sector in 2021

0O00OO0OO0OO0OOOO

Chemical and Allied

Products 1 2.8%

Fregarations 2) ingustnal incrgamc Chemicals 3)
Phamacaulicals 4) Painls, Vvamishes, LAcouers
Enarmeds, And Alled 5] Agrcultural Chemicals, et

M. cissoko &

The indusiry includes 1) Soap, Detergents, And Cleaning
rations; Perfumes, Cosmetica, and Other Todst

LR N N
LR R N NN NN N N
LN N N NN N N N
LN N N NN NN N NN

Company

%

1 1 .8 0 Business Oriented Machinew

The industry includes amusement machines, measuring, testing, and analytical
nstruments, office machines, medical metruments, opbcal Instrements, eic.

%

1 U. 5 0 Electrical Mathinerr, EEII..IIPI'TI'EI‘“:& EI.I[JP"ES
The industry includes generators, motors and other rotating elecincal machinery,
household electne applances, electrom: equipment, primary batlenes (dry and wel)

1 0' 20/0 Information & Comms. Electronic Equipment

Industry Includes ntermed sensces, broadcastng and video, and data
processng services ex-markeling, compuler programmng, alc.

g . 4D/u Production Machinery

The indusiry includes agriculiural machinery and equipment, excepl agricuftural
toots, machinery and equipment for construction and mining, flat-panel and
semiconductor machinery, fiood processing, pulp and packaging machinery, efc

0 e .
9.2 /u Fabrication of General-Purpose Machinery
The indusiry includes boilers, engines and furbines, pemps and compressars,
Industrial furnaces and ovens, Refrigerating and air conditioning apparatus, etc

Source: Jagan Minisiry of Finance, Cissoko & Company database & analysis



Mid-sized businesses earn less compared to the

bigger and smaller ones — don’t be stuck in the middle

A firm’s capital does matter
in Japan. Be very big or small.

/ 62.4%

Between 10M and 100M

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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;/ Manufacturing Sector’s

Profit Pools and Trends
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Japan’s Manufacturing sector’s ordinary profit pool trends

ooooooooo

ooooooooo

(+52%)
Profit pool
Growth

Japan's ordinary Profits Pools trends

2020 2021

#3647 #a.27
¥81.1T

0
73T 29.8% — (+15%)

Share of
Profit Pools

2020 2021

0 &Ms 2013 £l 201
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Japan’s food industry ordinary profit pool trends

(+27%)

Profit pool
Growth

Japan's ordinary Profits Pools trends

2021

#9627 ¥5.2T

¥a1.17
¥13.37

2.0%
Share of (-5%}
Profit Pools

2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

2017 Pl 2019 200 Filry)
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Japan’s chemical and allied industry profit pool trends

¥5.6T
¥4.1T (+37%)
Profit pool
Growth
Japan's ordinary Profits Pools trends
2020 2021
#6.27 £35.27T ¥06.47
¥31AT —_— 0.7%
Share of 0.4% . (+?5%]
Profit Pools
2020 2021
20 ZNa 2019 2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

M. Cissoko & Company



Japan’s petroleum and coal industries profit pool trends

(+133%)

Profit pool
Growth

Japan's ardinary Profits Pools trends

2021
#36.21 ¥95.2T
¥81.4T
¥T3.37 0.7%
+ (1]
Share of ( 75 /:]]
Profit Pools
2021
2017 2018 2019 2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

M. Cissoko & Company



Japan’s iron and steel industries profit pool trends

(+57%)

Profit pool
Growth

Japan's ordinary Profits Pools trends

2020 2021

#9621 $05.27

¥AT 1 -2%
1307 1 .U“}i:l

Share of
ProfitPools (+20%)

2020 2021

207 ik 2013 2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

M\ Cissoko & Company



Profit pool
Growth

Japan's ordinary Profits Pools trends

2020 2021

#9627 ¥5.2T
AT

¥13.3T 2.311;3 2-5%

Share of
Profit Pools

2021

2017 il 2019 2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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General-purpose machinery industry profit pool trends

Profit pool
Growth

Japan's ordinary Profits Pools trends

2021
6.7 ¥05.27
¥a1AT
¥73.37 2.5%
Share of
Profit Pools

. 2021

017 2018 2019 2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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Profit pool
Growth

Japan's ordinary Profits Pools trends

2021

¥36.21 0a.2T
V81T

¥13.37 2-5%

Share of
Profit Pools

2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

2017 FiliE 2019 2020 2021
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Business oriented machinery industry profit pool trends

(+50%)

Profit pool
Growth

Japan's ordinary Profits Pools trends

2021
#36.21 ¥95.2T
¥81.4T
¥T3.T 1.6%
Share of
Profit Pools
2021
2017 2018 2019 2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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Japan’s electrical machinery industry profit pool trends

(+43%)
Profit pool
Growth

Japan's ordinary Profits Pools trends

2021

¥36.21 L
V81T

¥13.37 3 . 2 %

Share of
Profit Pools

2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

207 it 2019 2020 2021
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(+133%)

Japan's ordinary Profits Pools trends

2021

#96.27 Ma.aT
V81T

¥T3.37 3.6%

Share of
Profit Pools ("'71 %]

2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
Source: Japan Ministry of Finance, Cissoko & Company database & analysis

2017 s 2019 200 Filry)
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(+36%)

Profit pool
Growth

Japan's ordinary Profits Pools trends

2021

#6.27 .27

¥81.1T 5.6%

1337

Share of
Profit Pools

2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

2017 2018 2019 200 2021
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03/
Nnn-manufacturing Sector’s

Profit Pools and key Trends
(ex-Finance & Insurance)
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Japan’s non-manufacturing sector profit pool trends

Non-manufacturing profit pools (ex-Finance and Insurance)

* Corporate Japan's ordinary profits trends

¥560.7T
¥41.0T !
(+24%)
¥96.2T ¥95.2T
2020 2021
share of total profit pools Key Insights

°6.0% 52,69

| In the nﬂn-manuratlunng seclor,

) the growth is driven by

(-6%) | \Wholesale and retail trade,
services, consistently... while

2017 2018 2019 2020 2021

IT and services switch each other

2020 2021 | in enna ncing growth

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

P\ Cissoko & Company



Japan’s construction industry profit pool trends

| "Cnrpnrate Japan's ordinary profits trends

¥96.2T ¥95.2T

2017 2018 2019 2020 2021

M. Cissoko & Company

Non-manufacturing profit pools (ex-Finance and Insurance)

¥7.0T ¥6.91T
(=1%)
2020 2021
Share of total profit pools
9.6%
7.2% |
(-29%)
2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis



Wholesale and retail trade industries profit pool trends

| "Carpnrate Japan's ordinary profits trends

¥96.2T ¥95.2T

2017 2018 2019 2020 2021

M. Cissoko & Company

Non-manufacturing profit pools (ex-Finance and Insurance)

¥14.8T
¥11.0T [
(+35%)
2020 2021
Share of total profit pools
15.1% 15.4%
(+2%)

2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis



Japan'’s real estate industry profit pool trends

* Corporate Japan's ordinary profits trends

¥96.2T ¥95.2T

2017 2018 2019 2020 2021

M. Cissoko & Company

Non-manufacturing profit pools (Finance and Insurance)

¥5 3T ¥6.0T f
(+13%)

2020 2021

share of total profit pools

0
7.3% 6.3%
(-14%)
2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis



Japan’s rental and leasing industries profit pool trends

| ”Cnrpnrate Japan’s ordinary profits trends

¥96.2T ¥95.2T

2017 2018 2019 2020 2021

M. Cissoko & Company

Non-manufacturing profit pools (ex-Finance and Insurance)

¥0.51
¥0.4T |
(-20%)
2020 2021
share of total profit pools
0
1.3% 6:3% -,
(-14%)
2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis



| "i':nrpurate Japan's ordinary profits trends

¥96.2T ¥95.2T

2017 2018 2019 2020 2021

M. Cissoko & Company

Non-manufacturing profit pools (ex-Finance and Insurance)

y7 2T ¥8AT
(+13%)
2020 2021
=share of total profit pools
9.9°
/o 8.5%
(-14%)

2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis



Transportation and postal industries profit pool trends

| ”Curpnrate Japan’s ordinary profits trends

¥96.2T ¥95.2T

2017 2018 2019 2020 2021

M. Cissoko & Company

Non-manufacturing profit pools (ex-Finance and Insurance)

¥1.21
WU
-¥0.81
2020 2021
Share of total profit pools
1.3%
-‘(»'218%1
-1.1%
2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis



Mon-manufacturing profit pools (ex-Banking and Insurance)

| ”Curpurate Japan's ordinary profits trends ¥31T

{’021 0%)
¥96.2T ¥95.2T ¥1.0T

2020 2021

share of total profit pools

1.4%

0.3% (TP%)

2017 2018 2019 2020 2021 I
2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis

M. Cissoko & Company



Japan’s services industries such as professional,

consulting and maintenance profit pools trends

| "tnrpnrate Japan’'s ordinary profits trends

¥96.2T ¥95.2T

2017 2018 2019 2020 2021

M. Cissoko & Company

Non-manufacturing profit pools (ex-Finance and Insurance)

*11.7/T
¥8.9T {
(+31%)
2020 2021
Share of total profit pools
12.2% 12.2%
(0%)

2020 2021

Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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Finance and Insurance Ordinary Profit Pools

¥12.4T

¥10.5T \

(+18%)

2020 2021

Share of total profit pools

14.3% 13.0%

¥

(-9%)

9. :
ATl I
Ordinary Profit Growth in Yen
Growth (2021) Vialue (2021)

M Cissoko & Company

2020 2021

i Japan Minisiry of Finance, Cissako & Company database & analysis
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ill I
Ordinary Profit Growth in Yen
Growth (2021) Value [2021)

M Cissoko & Company

Money lending Ordinary Profit Pools

¥1.3T
|

(+63%)

¥0.81

2020 2021

Share of total profit pools

1.4%

1.1% T

(+27%)

2020 2021

i Japan Minisiry of Finance, Cissoka & Company database & analysis



Financial product transaction dealers
Profit Pools

LIS Y"

2020 2021

Share of total profit pools

1 " Dﬂfn U. 7%

l

(-30%)

il Il
Ordinary Profit Growth in Yen
Growth (2021) Value (2021)

M Cissoko & Company

2020 2021

Source, Japan Minisiry of Finance, Cissoko & Company database & analysis
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il |
Ordinary Profit Growth in Yen
Growth (2021) Value (2021)
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Futures commodity transaction
dealers Ordinary Profit Pools

¥1.2T
¥0.9T [
(+33%)
2020 2021
Share of total profit pools
1.3% 1.3

(0%)

2020 2021

@ Japan Minisiry of Finance, Cissoko & Company database & analysis



E-I ,

il |
Ordinary Profit Growth in Yen
Growth (2021) Value (2021)

M Cissoko & Company

Life insurance institutions' Qrdinary
Profit Pools

¥3.11 ¥3.11

lo nfb }

2020 2021

Share of total profit pools

44%  33h

l
(-25%)

2020 2021

Saurce, Jagan Minisiry of Finance, Cissoks & Company database & analysis
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Ordinary Profit Growth In Yen
Growth (2021) Value (2021)

M Cissoko & Company

Finance and Insurance Ordinary Profit Pools

¥0.9T1
¥0.61

T

(+50%)

2020 2021

Share of total profit pools

1)
0.8% 0.9%

t

(+13%)

2020 2021

Saurce Japan Ministry of Finance, Cissoks & Company database & analysis
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Operating profit margin of all Japanese Industries

(excluding Finance and insurance 2020 and 2021)

3.1%
3.4% |(+19%)
Operating
Profit to
Sales
2020 2021

H_&-'r |n!|ghh A ] 1

Against 2019, operating profit of In 2021, Japanese industries’ However, with the rising inflation and
al Japanese industries sank by operating profit margin the ongolng Ukraine war, the fortune
19.3% recovered to pre-COVID of many Industries will change

‘ ClSSOkO & Com pany Source: Japan Ministry of Finance, Cissoko & Company database & analysis



Ordinary profit margin of all Japanese Industries
(excluding. Finance and insurance 2020 and 2021) cocncaoas

ooooooooo

5.8%
4.6% (+26%)
Ordinary
Profit to
Sales
2020 2021

Unlike operating profit margin (EBIT), the The margin improved to beat the

ordinary profits of Japanese industries pre-COVID ordinary profit Hotwever, with the rising infiation and the

. o . T ongoing war and the rapid depreciation
tanked by Just 4% in 2020 margin by 20% of the Yen, we expect headwinds.

‘ Cissoko & Com pany Source: Japan Ministry of Finance, Cissoko & Company database & analysis
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Address Contact Number Email Address

Level 9, Ariake Frontier Building (81) 03-5530-85904 inquines@cissokomamady.com
Tower B 3-7-26 Koto-Ku Tokyo
135-0063 Japan




© Cissoko & Company
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CISSOKO & COMPANY

About Cissoko & Company

The Firm is a Tokyo-based Leading Managemen
Consulting Firm That Helps Boards, C-Suites, And Leading
Companies 1o Win. R Helps Them in Creating, Unlocking,
And Capturing Value While Accelerating Their Success
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