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The Construction Machinery Filter Business
Continues to Perform Well. Once New Businesses
Are Established, YAMASHIN Will Likely Usher in
a “Second Game-Changer” as it Evolves to
Become a Functional Materials Manufacturer

YAMASHIN-FILTER reported results for FY3/26, with sales increasing to
¥20.941 billion (+4.2% YoY), operating profit decreased to ¥2.592 billion
(+1.4% YoY), ordinary profit decreased to ¥2.535 billion (-5.0% YoY), and
profit attributed to owners of parent decreased to ¥1.718 billion (-0.3%
YoY). This marks the highest net sales in the company’s history. While the
company’s line parts for the new vehicle market - which cater to demand
for new construction machinery - grew significantly by capturing new
market share, and service parts for used machinery remained resilient,
profits declined slightly due to upfront investments associated with
launching new businesses and continued sluggish performance in the Air
Filter Business.

For FY3/27, the company plans for net sales to increase to ¥22.560 billion
(+7.7% YoY), operating profit to rise to ¥2.825 billion (+9.0% YoY),
ordinary profit to grow to ¥2.775 billion (+9.5% YoY) and profit
attributable to parent to climb to ¥2.005 billion (+16.7% YoY). The
company expects net sales, operating profit, ordinary profit and net
income attributable to owners of the parent to reach record highs. The
annual dividend per share is projected to increase by ¥2, ranging from
¥18 to ¥20. The Construction Machinery Filter Business is performing well,
with the order backlog reaching a record high and is expected to be a
strong driver of the company’s overall performance.

The company’s corporate DNA is characterized by a “strong commitment
to serving as a partner to its client companies, even as a component
manufacturer”. Based on this corporate DNA, the company has established
competitive advantages with a high difficulty of imitation, including (1) the
development capabilities to manufacture even the core components of
construction machinery filters in-house and (2) strong relationships with
client companies underpinned by its ability to provide proactive solutions.

The company’s future equity story can be described as follows: “Building
on the development capabilities and financial foundation cultivated
through the Construction Machinery Filter Business, the company will
establish a new pillar of business in the functional materials sector and
evolve into a functional materials manufacturer”.

In its “YAMASHIN FILTER VISION 2030”, announced in December 2025,
the company set ambitious performance targets for FY3/30. While this
represents a “dream” and an “ambition” for the company, Strategy
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Source: Strategy Advisors.

Key Indicators

Stock Price (6/15/26) 526
52-Week High (10/27/25) 806
52-Week Low (3/31/26) 472
All-Time High (1/11/18) 1,552
All-Time Low (1/21/16) 73
Number of Shares Issued (mn) 69.6
Market Capitalization (¥bn) 36.6
EV (¥bn) 31.5
Equity Ratio (FY3/26, %) 81.3
ROE (FY3/26 Actual, %) 7.6
PER (FY3/27 CoE, Times) 18.3
PBR (FY3/26 Actual, Times) 1.6
Yield (FY3/27 CoE, %) 3.8

Source: Strategy Advisors.
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Advisors believes it is a vision that can be realized. Strategy Advisors
believes that if the company continues to expand its Construction
Machinery Filter Business, establishes new business lines and evolves into
a functional materials manufacturer, it will usher in a “second game-
changer”.

Going forward, the company is expected to make progress - in line with,
or exceeding plans - on the core business growth strategies outlined in its
current medium-term management plan and on strengthening
management with a focus on the cost of capital, while also making
headway in new business ventures. In the process, interest in the
company is likely to increase further, which should help drive an upward
revision in its valuation.

Japanese GAAP - Consolidated

FY Sales YoY Operat-ing YoY Ordinéry YoY Net YoY EPS DPS
Profit Profit Income

(¥mn) (%) (¥mn) (%) (¥mn) (%) (¥mn) (%) (¥) (¥)
3/23 18,605 -1.2 1,235 -8.1 915 -30.5 645 1,270.5 9.0 6.0
3/24 18,024 -3.1 1,411 14.3 1,415 54.6 786 21.9 11.0 6.0
3/25 20,104 11.5 2,630 86.4 2,669 88.6 1,723 119.2 24.3 12.0
3/26 20,941 4.2 2,592 -1.4 2,535 -5.0 1,718 -0.3 24.6 18.0
3/27 CoE 22,560 7.7 2,825 9.0 2,775 9.5 2,005 16.7 28.7 20.0

Note: Net Income = Profit attributable to owners of parent
Source: Strategy Advisors. Based on Company Data.
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Net Sales for
FY3/26 Set a New
Record High

Construction
Machinery Filter
Business Continues
Performing Well

1. Financial Results for FY3/2026

YAMASHIN-FILTER reported results for FY3/26 with net sales increased to ¥20.941
billion (+4.2% YoY), operating profit decreased to ¥2.592 billion (+1.4% YoY), ordinary
profit decreased to ¥2.535 billion (-5.0% YoY), with profit attributable to owners of
parent decreased to ¥1.718 billion (-0.3% YoY). This marks the highest net sales in the
company’s history (Figure 1). While line parts for the new vehicle market saw significant
growth - gaining new market share - and service parts for used machinery remained
steady, profits declined slightly due to upfront investments associated with launching
new businesses and continued sluggish performance in the Air Filter Business.

Figure 1. Sales and Profit Trends

(¥mn) 3/22 3/23 3/24 3/25 3/26
Sales 18,821 18,605 18,024 20,104 20,941
YoY 29.0% -1.1% -3.1% 11.5% 4.2%
Operating Profit 1,344 1,235 1,411 2,630 2,592
YoY - -8.1% 14.3% 86.4% -1.4%
Operating Profit Margin 7.1% 6.6% 7.8% 13.1% 12.4%
Ordinary Profit 1,317 915 1,416 2,669 2,535
YoY - -30.5% 54.7% 88.6% -5.0%
Ordinary Profit Margin 7.0% 4.9% 7.9% 13.3% 12.1%
E;(;Q::]?ttrlbutable to Owners of 47 645 786 1,723 1,718
YoY -93.7% 1,270.5 21.9% 119.1% -0.3%
Net Profit Margin 0.3% 3.5% 4.4% 8.6% 8.2%

Source: Company Data.

By segment, the core construction machinery filter business continued to perform well,
with net sales up 6.7% YoY and segment profit up 6.2% YoY, whereas the Air Filter
Business saw net sales decline 12.5% YoY and posted a segment loss (Figure 2).

Figure 2. Sales and Operating Profit by Segment

(¥mn) Sales By Segment
Construction .
. Comp. Air Comp.
Machinery — YoY Ratio Filter Yoy Ratio
Filter
FY3/25 20,104 17,489 13.7% 87.0% 2,615 -1.0% 13.0%
FY3/26 20,941 18,654 6.7% 89.1% 2,286 -12.5% 10.9%
Operating
(¥mn) Profit By Segment
Construction ) . .
vacinery vov R A oy P
Filter 9 9
FY3/25 2,630 2,554 93.5% 14.6% 75 -17.3% 2.9%
FY3/26 2,592 2,713 6.2% 14.5% -120 — -5.3%

Source: Company Data. Compiled by Strategy Advisors.
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Line Parts Show
Significant Growth,
Service Parts
Remain Strong

Growth in China,
Asia & The Americas

ime)

The Construction Machinery Filter Business posted increases in both net sales and profit
due to strong demand for line parts for the new vehicle market, which drove net sales
growth, and replacement demand (service parts), which remained at a high level. For
line parts, net sales increased as the company expanded its market share in the new
vehicle sector through the supply of high-value-added products and secured new
adoptions for Hydraulic Filters and Transmission Filters. The number of vehicle models
adopting these products is expected to continue growing. For service parts, while the
company’s expansion - aligned with construction machinery manufacturers’ aftermarket
strategies - is progressing smoothly, revenue declined slightly year-over-year due to
sluggish mining demand and inventory adjustments in the Southeast Asian market,
particularly in Indonesia (Figure 3).

Figure 3. Construction Machinery Filter Business Sales (by Product)

(¥mn) By Product
. . . Industrial | Process
Sales Construction Machinery Filter Filter Filter
Line Service
Parts Yoy Parts Yoy
FY3/25 17,489 5,599 -2.3% 10,481 26.60% 708 699
FY3/26 18,654 6,898 23.2% 10,311 -1.6% 772 670

Source: Company Data. Compiled by Strategy Advisors.

As shown in Figure 4, net sales by region are growing in China, Asia and the Americas.
In China, net sales have increased due to rising demand for new mining machinery and
efforts by Japanese construction machinery manufacturers to encourage construction
machinery users to use genuine parts. In Asia, net sales have grown due to robust
demand for new equipment. In North and South America, net sales have increased due
to a rise in market share for line parts for the new vehicle market in North America,
growing demand for Al data centers in North America and increased infrastructure
investment.

Figure 4. Construction Machinery Filter Business Sales by Region
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Air Filter Production
& Shipments
Delayed, But
Gradually
Recovering

Operating Profit
Down Due to Higher
Personnel Expenses
& Sluggish Air Filter
Business

The Air Filter Business experienced a decline in revenue and slipped into the red due to
production and shipping delays caused by the implementation of a core system in
FY3/25. However, since Q2, efforts to stabilize operations and improve the supply
system have been underway, and the loss has narrowed (Q1: ¥80 million loss — Q2:
¥20 million loss — Q3: ¥11 million loss — Q4: ¥8 million loss). The internal systems for
managing the process from order receipt to shipment have been fully established. While
sales to major customers have already returned to previous levels, the recovery in sales
to some customers has been delayed and so performance remains sluggish. Progress is
proceeding smoothly on strengthening the B2B direct sales structure, which was
identified as a key strategy in the medium-term management plan “Fly to the next
stage!”.

The factors contributing to the change in operating profit for FY3/26 are shown in Figure
5. The increase in profit resulting from higher sales of construction machinery amounted
to ¥232 million, making it the largest contributing factor. This was followed by ¥196
million increase in profit resulting from business restructuring measures, such as the
reorganization of overseas subsidiaries in China and Europe, and ¥154 million increase
in profit resulting from PAC25, an ongoing cost-reduction initiative. In addition to an
increase in personnel expenses due to a pay raise, the company incurred costs related
to recruiting personnel for the launch of new businesses. The Air Filter Business saw a
decrease in operating profit of ¥196 million, resulting in a company-wide decline in
operating profit to ¥2.592 billion. The operating profit margin fell by 0.7% to 12.4%.

Figure 5. Factors Behind Changes in Operating Profit in FY3/26

(Million yen)
Op_eratlng_ m Operating
profit margin I E— H123 rofit margin
) 102 ECH s e’ P 9
13.1% 12.4%
-1.4v,
Hachnenl Machinery Hachllery
Filter Filter Flller Filter
Profit Profit Profit Profit
increase due |ncrease dne decrease due increase due decrease due decrease due |nmase due decrease due
. tohigher __ toPAC25 _  torising _ fobusiness _  tohigher _ tothelaunch _  toForex _ tolower sales —
sales initiatives material costs restructuring personnel of new impact volume:
FY2024 expenses businesses FY2025
Results o Results

increases)

* Starting from Q2, FY2025, changes in ocean freight rates are included in the profit increase associated with higher sales.

Source: Company Data.
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Figure 6. Half-Year/Quarterly Performance Trends (¥mn)

FY 3/23 3/24 3/25 3/26
H1 H2 H1 H2 H1 H2 H1 H2

Income Statement

Sales 9,123 9,483 8,709 9,316 9,909 10,195 10,289 10,652
Cost Of Sales 5,607 5,686 5,235 5,232 5,473 5,698 5,691 6,060
Gross Profit 3,516 3,797 3,474 4,084 4,436 4,497 4,597 4,592
Gross Profit Margin 38.5% 40.0% 39.9% 43.8% 44.8% 44.1% 44.7% 43.1%
SG&A Expenses 2,995 3,083 3,053 3,093 3,060 3,243 3,225 3,371
Sales to SG&A Expenses Ratio 32.8% 32.5% 35.1% 33.2% 30.9% 31.8% 31.3% 31.6%
Operating Profit 521 714 421 990 1,376 1,254 1,371 1,221
Operating Profit Margin 5.7% 7.5% 4.8% 10.6% 13.9% 12.3% 13.3% 11.5%
Non-Operating Balance -63 -257 -3 7 59 -20 -21 -36
Ordinary Profit 458 457 418 998 1,436 1,234 1,350 1,185
Ordinary Profit Margin 5.0% 4.8% 4.8% 10.7% 14.5% 12.1% 13.1% 11.1%
Extraordinary Income/Losses -16 -9 -68 -218 -56 -91 -13 -5
Pretax Profit 443 447 350 789 1,380 1,142 1,337 1,180
Total Corporate Tax, etc. 171 74 124 228 510 289 428 370
(Corporate Tax Rate) 38.6% 16.6% 35.4% 28.9% 37.0% 25.3% 32.0% 31.4%
Profit Attributable to Owners of Parent 271 374 226 561 870 853 909 809
Net Profit Margin 3.0% 3.9% 2.6% 6.0% 8.8% 8.4% 8.8% 7.6%
FY 3/24 3/25 3/26

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Income Statement

Sales 4,302 4,407 4,599 4,717 4,818 5,091 5,036 5,159 5,096 5,193 5,313 5,339
Cost Of Sales 2,665 2,570 2,534 2,698 2,696 2,777 2,798 2,900 2,837 2,854 3,031 3,029
Gross Profit 1,638 1,836 2,065 2,019 2,122 2,314 2,239 2,258 2,258 2,339 2,283 2,309
Gross Profit Margin 38.1% 41.7% 44.9% 42.8% 44.0% 45.5% 44.5% 43.8% 44.3% 45.0% 43.0% 43.3%
SG&A Expenses 1,525 1,528 1,547 1,546 1,522 1,538 1,564 1,679 1,598 1,627 1,673 1,698
Sales to SG&A Expenses Ratio 354% 34.7% 33.6% 32.8% 31.6% 30.2% 31.1% 32.5% 31.4% 31.3% 31.5% 31.8%
Operating Profit 113 308 518 472 599 777 675 579 659 712 609 611
Operating Profit Margin 2.6% 7.0% 11.3% 10.0% 12.4% 15.3% 13.4% 11.2% 12.9% 13.7% 11.5% 11.4%
Non-Operating Balance -18 15 5 2 -40 99 -12 -8 -12 -9 -17 -18
Ordinary Profit 95 323 523 475 559 877 662 572 647 703 592 593
Ordinary Profit Margin 2.2% 7.3% 11.4% 10.1% 11.6% 17.2% 13.1% 11.1% 12.7% 13.5% 11.2% 11.1%
Extraordinary Income/Losses -40 -28 -10 -218 31 -87 -76 -15 -12 -1 -1 -3
Pretax Profit 55 295 532 257 590 790 586 556 635 702 591 589
Total Corporate Tax, etc. 35 89 120 108 204 306 227 62 218 210 179 191
(Corporate Tax Rate) 63.6% 30.2% 22.6% 42.0% 34.6% 38.7% 38.7% 11.2% 34.3% 29.9% 30.3% 32.5%
Profit Attributable to Owners of
Parent 20 206 412 149 386 484 360 493 417 492 411 398
Net Profit Margin 0.5% 4.7% 9.0% 3.2% 8.0% 9.5% 7.1% 9.6% 8.2% 9.5% 7.7% 7.4%

Source: Company Data. Compiled by Strategy Advisors.
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For FY3/27, Net
Sales & All Profit
Metrics Are
Expected to Reach
Record Highs

Launch of the New
Business Initiative:
“Functional
Materials Business
Segment”

2. Outlook for FY3/27

For FY3/27, the company plans to report net sales of ¥22.560 billion (+7.7% YoY),
operating profit of ¥2.825 billion (+9.0% YoY), ordinary profit of ¥2.775 billion (+9.5%
YoY) and profit attributable to owners of parent of ¥2.005 billion (+16.7% YoY). The
company expects net sales, operating profit, ordinary profit and net income attributable
to owners of the parent to reach record highs. The annual dividend per share is projected
to increase by ¥2, ranging from ¥18 to ¥20. (Figure 7)

Figure 7. Sales and Profit Trends (¥mn)

FY 3/22 3/23 3/24 3/25 3/26 3(:/02;
Sales 18,821 18,605 18,024 20,104 20,941 22,560
YoY 29.0% -1.1% -3.1% 11.5% 4.2% 7.7%
Operating Profit 1,344 1,235 1,411 2,630 2,592 2,825
YoY - -8.1% 14.3% 86.4% -1.4% 9.0%
Operating Profit Margin 7.1% 6.6% 7.8% 13.1% 12.4% 12.5%
Ordinary Profit 1,317 915 1,416 2,669 2,535 2,775
YoY - -30.5% 54.7% 88.6% -5.0% 9.5%
Operating Profit Margin 7.0% 4.9% 7.9% 13.3% 12.1% 12.3%
E;i(f;:]tAttnbutable to Owners of 47 645 286 1,723 1,718 2,005
YoY -93.7% - 21.9% 119.1% -0.3% 16.7%
Net Profit Margin 0.3% 3.5% 4.4% 8.6% 8.2% 8.9%
DPS (¥) 6 6 6 12 18 20

Source: Company Data.

From FY3/27, the company will introduce a new “Functional Materials Business
Segment”. New business-related operations, which were previously included in the
Construction Machinery Filter Business, will be organized into a separate segment.
According to the company’s forecast for FY3/27, net sales in the Construction Machinery
Filter Business are expected to increase 8.3% YoY and segment profit to rise 17.6% YoY.
In the Air Filter Business, net sales are projected to grow 1.9% YoY, with segment profit
expected to be ¥5 million. Regarding the Functional Materials Business, the company
will begin supplying products to the apparel sector, but it expects to post a loss (Figure
8).

-
—-—
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Figure 8. Sales and Operating Profit by Segment, Company Plan

(¥mn) Sales By Segment
Construction
. Comp. Air Comp. Functional Comp.
Mac.hmery Yo Ratio Filter Yoy Ratio Materials Ratio
Filter
3/26 20,941 18,654 6.7% 89.1% 2,286 -12.6% 10.9% - -
3/27 CoE 22,560 20,200 8.3% 89.5% 2,330 1.9% 10.3% 30 0.1%
Operating
(¥mn) Profit By Segment
Construction . . . . .
X Profit Air Profit Functional Profit
Machinery YoY . . YoY . . .
i Margin Filter Margin Materials Margin
Filter
3/26 2,592 2,713 6.2% 14.5% -120 - -5.3% - -
3/27 CoE | 2,825 3,190 17.6% 15.8% 5 - 0.2% -370 -

Source: Company Data. Compiled by Strategy Advisors.

Increased Revenue
and Profits Due to
Increased Net Sales
Both Line Parts &
Service Parts

Air Filters Still
Affected by Higher
SG&A Expenses;
Expected to Return
to Operating
Profitability

The increase in net sales and profits for the Construction Machinery Filter Business is
driven by expectations of higher net sales for both standard line parts and service parts.
The confirmed order backlog reached a record high of ¥4.63 billion as of the end of
FY3/26. Demand for new vehicles is increasing, particularly in North America, and the
company is expanding its market share in new vehicle installations - primarily with high-
value-added products - and expects this trend to remain strong. Sales of service parts
are also on the mend. Indonesia, which had experienced a sales slump due to weak
mining demand, is also showing signs of recovery.

Figure 9. Construction Machinery Filter Business Sales (By Product) -
Company Plan

(¥mn) By Product
Sales : Construction Machlnt.ery Filter Ind. Process
Line | oy | Service | vy | Filters | Filters
Parts Parts
3/25 17,489 5,599 -2.3% 10,481 26.6% 708 699
3/26 18,654 6,898 23.2% 10,311 -1.6% 772 670
3/27 CoE 20,200 7,429 7.7% 11,265 9.2% 781 722

Source: Company Data. Compiled by Strategy Advisors.

The Air Filter Business continues to be slightly affected by increased sales and
administrative expenses resulting from the implementation of a core system. While the
internal systems for the entire process from order receipt to shipment have been fully
established, sales recovery for some customers remains slow; however, the company
expects to return to an operating profit in FY3/27.
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Strong Sales Drive The factors behind the projected change in operating profit for FY3/27 are shown in
Profit Growth Figure 10. We anticipate that sales will remain strong, particularly in the Construction
Machinery Filter Business and this will be further bolstered by cost-reduction initiatives
(promotion of PAC26) and the effects of optimizing sales prices. Against the backdrop
of strong business performance, the Company expects personnel expenses to increase
due to base salary raises and other factors, while continuing efforts to improve employee
engagement. Despite ongoing investments in new business development, it forecasts a
9.0% increase in operating profit.

Focus on Employee
Engagement and
New Business
Development

Figure 10. FY3/27 Company Plan Operating Profit Fluctuation Factors

(Million yen)
[ 4183 L _
-121 Operating
Operating profit margin
profit margin Y1) 174 +125 12.5%
12.4% oI —
+232
+9.0%
Construction Construction Construction Construction Construction Consfruction
M Mo
Filter Filter Filter Filter Filter Filter
Profit increase Profit Profit Profit Profit Profit Profit Qther
increase due due to increase due decrease due decrease due decrease due decrease due increase due
tohigher — optimizationof — toPAC25 — torising — ftohigher — focore — tothelaunch —  tohigher —
sales selling prices initiatives material costs personnel system of new sales volume
expenses migrations, businesses FY2026
FY2025 (incl. base e, o
Results — Initial
) Forecast

* Starting from Q2, FY2025, changes in ocean freight rates are included in the profit increase associated with higher sales.

Source: Company Data.

Higher Dividends, The company is implementing a dividend policy that strikes a balance between growth
with Capital investments and shareholder returns. It views FY3/27 as a period to accelerate the
Allocation Focused establishment of new businesses. The company plans to increase the annual dividend
on New Business per share by ¥2 to ¥20, resulting in a DOE of 6.1%. While this will temporarily fall short
Development of the 7.4% target for FY3/27 set in the medium-term management plan, the company

intends to allocate the corresponding funds primarily to growth investments (Figure 11).

-
—-—

= Strategy Advisors

—



YAMASHIN-FILTER | 6240 (TSE Prime)

Figure 11. Shareholder Returns

¢ Implement a dividend policy balancing growth investments and shareholder returns.

& For FY2026, the dividend policy will be revised, and the establishment of new businesses will be accelerated
by prioritizing capital allocation toward growth investments. As a result, DOE will temporarily fall below the Mid-
Term Plan target level.

(Milion'yen) mDividend amount m Share buyback amount mGrowth investments
3,000 177 100
i Growth
investments
2,000 1,267 i
1,000
1.000 1,625 Shareholder
ﬂ 1,110 1,253 returns
O -
FY2024 FY2025 FY2025 FY2026 FY2026
Mid-Term Plan Target Mid-Term Plan Target Initial Forecast
FY2024 FY2025 FY2025 FY2026 FY2026
m Mid-Term Plan Target Results Mid-Term Plan Target Initial Forecast
Annual dividend
12.0 Yen - 18.0 Yen - 20.0 Yen
Total payout ratio™ 52.9% 113.5% 150.1% ‘ 119.3% 97.5%
3.9% 5.0% 5.5% ‘ 7.4% 6.1%

* Total payout ratio = {(Total dividend + Shareholder benefits + Share buybacks) / Profit attributable to shareholders of the parent} x 100

Source: Company Data.

3. YAMASHIN FILTER VISION 2030

In "YAMASHIN FILTER VISION 2030” announced on December 4, 2025, the company
defines its “desired state by 2030” as “leveraging the strengths of existing businesses to

Aiming to Evolve
into a Functional

Materials evolve from a comprehensive filter manufacturer into a functional materials
Manufacturer manufacturer”. The company aims to establish new businesses utilizing its proprietary
by 2030 functional material, YAMASHIN Nano Filter®, to further enhance corporate value. The

. numerical targets for the Vision are shown in Figure 12,
Targeting an

Increase in
Operating Profit 4x

Figure 12. Numerical Targets for YAMASHIN FILTER VISION 2030

FY3/30
Over 5 Years FY3/25 Target
(Incl. New
Businesses)
Sales (¥mn) 20,104 50,000 21,300
Operating Profit (¥mn) 2,630 10,500 4,500
EPS (¥) 24.32 107 46
Market cap (¥bn) 410 3,000 —

Source: Company Data. Compiled by Strategy Advisors.

This is an aggressive target to increase sales revenue by approximately 2.5x and
operating profit by approximately 4x over 5 years. Over 40% of both sales revenue and
operating profit are expected to be generated from new businesses.
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Expanding into
“Functional
Textiles”, “Life
Sciences” &
“Industrial
Materials” Using
Proprietary
Nanofibers

Products & Launch
Strategies are also
Being Developed for
Each Market
Segment

With the
Establishment of
New Fields, the
Company Will
Evolve into a
Functional Materials
Manufacturer,
Moving Towards a
"Second Game-
Changer"

The new businesses will utilize YAMASHIN Nano Filter®, a nanofiber developed in-
house by the company. This fiber material boasts a high specific surface area (large
surface area per unit mass) and high proportion (large proportion of air contained within
the fiber material). It offers overwhelming advantages over conventional products in
terms of thermal insulation, sound absorption, weight reduction, thin-film formation and
moisture permeability. The company has identified “Functional Textiles”, “Life Sciences”
and “Industrial Materials” as market areas where these advantages can be leveraged.

In “Functional Textiles”, the company is entering the apparel/fire-resistant clothing
market with thin, high-performance insulation products. As seen in the press release
“Announcement of Sales Launch for TEXIFIL™, a Functional Apparel Material Born from
Filter Technology” disclosed by the company on November 5, productization is already
underway. The product excels in mobility, thermal insulation and moisture regulation,
promising new developments.

In “Life Sciences,” the company aims to enter the market for biosensors using high-
precision electrodes. Launch is scheduled for FY3/27 Q4.

In “Industrial Materials”, the company is exploring the use of next-generation protective
materials as heat-resistant/insulating materials and Electromagnetic Interference (EMI)
shields. Launch is scheduled for Q1 FY3/29. The direction for each market segment is
considered to be well defined.

In every market segment, as shown in Figure 12, the company is making progress
toward clear goals by identifying the Total Addressable Market (TAM), the Serviceable
Addressable Market (SAM) and the Serviceable Obtainable Market (SOM). In FY3/26 as
well, the company is making capital investments to launch new businesses and hiring
personnel in sales and R&D. As these new businesses become established, the company
will evolve into a functional materials manufacturer and usher in a "second game-
changer", as outlined in the special report issued by Strategy Advisors on December 10,
2025 (YAMASHIN FILTER VISION 2030: A New Vision That is Both a "Dream" and an
"Ambition". We Aim to Establish New Fields and Evolve into a Functional Materials
Manufacturer Toward a "Second Game Changer") states, the company will evolve into a
functional materials manufacturer and usher in a “second game-changer”.
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Figure 13. TAM, SAM & SOM in New Businesses

The Specialist in Filtraton

)
Functional Textiles: Apparel Market Size YAMASHIN

Providing new value to the market with thin, high-performance padding

Padding sales: 3% share, approx. 3.3 billion yen

A ©
Our target is the synthetic padding market,

approx. ¥110.0 bn}

SAM-1" which is expected to grow rapidly due to
7 _5% increased sustainability in the large apparel
0 8 market

apparel

Future Market Size and Target

ancing into fabric materials

elopment, we will expand into the fast-
‘owing functional apparel market driven by

TAM® Global apparel Approx. ¥342 tn high-performance materials and athleisure
CAGR *TAM = Total Addressable Market (overall market size fo which the
4_ 2°/° business belongs); SAM = Serviceable Available Market (market size

that the business can acquire); SOM = Serviceable Obtainable Market
(sales target and the customer market size that the business can
realistically approach)

Source data for market size: Estimates by Yamashin-Filter, based

on Grand View Research, IMARC, Global Market Insights.

(2025 t0 2030)

2025 @YAMASHIN-FILTER CORP. All rights reserved.

The Specialist in Filtration

")
Functional Textiles: Fire-resistant Clothing YAMASHIN .

Providing fire-resistant clothing that balances safety and comfort,
with potential applications in the space field when compound
performance is pursued

0.5% share, approx. 2.3 billion yen

(o] b 0.5% share, approx. 2.3 bn

Market Size and Target in the Current Domain
SAMZIES
By 2030
ter Fabricate heat-resistant materials using
SAM-1 nanofibers to create multifunctional materials that

surpass conventional high-performance thermal
insulation materials

2030 or later

SAM-2 CAGR
(Sales volume) -
Approx.

(2025 to 2030)

SAM-214
Acquire the technical capabilities to enter
the spacesuit market which requires high
Approx. ¥1 35 tn reliability in the development of composite

materials
6.2

CTLTEYTTTICTTS

7.1

Products similar to ours
Heat-resistant and
thermal insulation
materials

TAM'

(2025 to 2030) *TAM = Total Addressable Market (overall market size to which the business

belongs); SAM = Serviceable Available Market (market size that the business can
acquire); SOM = Serviceable Obtainable Market (sales target and the customer
market size that the business can realistically approach)

‘Source data for market size: Estimates by Japan Research Institute and
‘Yamashin-Filter, based on Wise Guy Report, Mordor Intelligence, and other

2025 ®YAMASHIN-FILTER  CORP. All rights reserved. sources.
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The Specialist in Fitration gl

Life Sciences: Biosensor Market YAMASHIN -,

Providing new electrodes for high-precision biosensors that can be continuously
worn with comfort

2% share, approx. 3 billion yen

Approx. ¥141 bn

Market Size and Target in the Current Domain
SAMCIRY

Aim for a blue ocean market with high-
Som* on yen growth ECG and electromyogram

By 2030
B | .o Bnpprox ¥ 58.5 bn
SAM-2
CAGR
(Sales volume)
Future Market Size and Target
2030 or later Wearable EEG

Brain-machine mﬂa
niertace Acquire the technical capabilities to enter new
markets such as wearable EEGs and brain-
machine interfaces
Consider expanding into the medical and nursing

care fields as well
aporox. ¥405 bn
*TAM = Total Addressable Market (overall market size to which the business belongs); SAM =
Serviceable Available Market (market size that the business can acquire); SOM = Serviceable
CAGR 1 4 _4%, Obtainable Market (sales target and the customer market size that the business can realistically

By 2030

SAM-1

Patch-type ECG
electrode materials

SpEmEmEEEEEEEE

approach)
(2025102030) Source data for market size: Estimates by Japan Research Institute and Yamashin-Filter,
based on Growth Market Reports, DATA INTELO, Mordor Intelligence, Grand View Research,
2025 ©@YAMASHIN-FILTER CORP. All rights reserved. and other sources._

A

Industrial Materials: Markets for Heat-resistant/ ‘IIMISIIIII o)
Thermal Insulation Materials and EMI Shielding “

Providing new protective materials combining high sound absorption and
thinness

( Market Size and Target ) ( Market Size and Target )

JAim for new multifunctional protective materials
@grating sound absorption, vibrational damping, and
dust protection

Fabricate heat-resistant materials using nanofibers
to create multifunctional materials that surpass
Wentional high-performance thermal insulation materials

0.5% share, Approx. ¥5.3 bn 1% share, Approx. ¥2.6 bn 3% share, Approx. ¥2.2 bn
s ulati

By 2030

SAM * SAM*
A A

p|
¥255:0

EMI shiclding

(2025 to 2030) (2025 t0 2030)
. TAM *
Approx. = Approx.
Flo:muﬂs s\m‘:ll‘lur;u SNl shieldi
Y ¥13.5 6.2% [ > ¥2 1n 6.447,
(2025 to 2030) (2025 to 2030)

*TAM = Total Addressable Market (overall market size to which the business belongs); SAM = Serviceable Available Market (market size that the business can acquire);
SOM = Serviceable Obtainable Market (sales target and the customer market size that the business can realistically approach)
Source data for market size: Estimates by Japan Institute and Y -Filter, based on Wise Guy Report, Grand View Research, Global Information, IMARC, DATA INTELO, and other

26

sources.
2025 ®YAMASHIN-FILTER CORP_All rights reserved

Source: Company Data.
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In the Functional
Textiles Area,
Aggressive Sales
Activities Are
Carried Out
Targeting High-End
Brands

Joint Research
Project with
Shinshu University
Launches,
Accelerating
Commercialization

At its FY3/26 earnings briefing, the Company provided an update on the Functional
Textile Business. Leveraging the flexibility of its materials and their lightweight
characteristics, the Company is targeting the collection segment of high-end fashion
brands. Adoption has already been secured by two Paris Collection brands originating
from Japan and one golf apparel brand, and the Company is actively expanding its sales
efforts (Figure 14).

Figure 14. The Progress in the Functional Textiles Area
Functional Materials Business: Functional Text

YAMASHIN 2

€ Began product supply to the apparel market with proven results.
@ Further clarified target positioning to actively promote sales strategies.
@ Golf vests with TEXIFIL™ sold in November 2025 were completely sold out.

Target Positioning Sales Strategy and Progress

Target area has been identified as: TEXIFIL™ has been adopted by
design-driven segment leveraging material three Japan-based apparel brands
flexibility, and collection applications pursuing comfort

leveraging its thinness.
TEXIFIL

Design Target area

Specialty stores Hl;g:::;;d I i’ i Adopted by
l E x ' I ' L Japan-based
- > Paris Collection brands
Daily use Collection !“
Fast Outdoor
fashion brands

Faw TOKYO (FASHION WORLD

Functionality &
TOKYO) Spring 2026 37

026 DYAMASHIN-FILTER CORP. All rights reserved.

Source: Company Data.

On May 26, 2026, the company held a press conference to announce the launch of the
“YAMASHIN-FILTER x Shinshu University ‘SHIN-PROJECT'”. The company has signed a
joint research agreement with Shinshu University - home to Japan’s only Faculty of
Textiles - to develop and implement next-generation functional materials centered on
nanofibers. By collaborating with Shinshu University’s Faculty of Textiles, which can
incorporate added functions such as sensing and shielding, alongside the company’s
world-class filter technology, the two parties aim to address the challenges facing
society: “environmental and resource risks”, “a super-aging population and labor
shortages” and “adapting to next-generation infrastructure technologies”. Joint research
has begun in various fields, including improving the heat-shielding properties and
recyclability of biomass aerogels; developing nanofibers that are PFAS (per and
polyfluoroalkyl substances)-free yet offer super hydrophobicity and long service life,
miniaturizing sensors, developing self-powered sensing, enhancing sound insulation
performance and creating high-performance EMI shielding. With the goal of full-scale
societal implementation in three years, the companies are working to achieve even
higher precision and functionality (Figure 15).
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Figure 15. YAMASHIN-FILTER x Shinshu University ‘SHIN-PROJECT’

Reasons to Work with Shinshu University VAMASHIN 0 & BB 520002 e

The “last piece” needed to achieve the fastest possible social
implementation (commercialization) in the 3 target domains

The Specialist in Filtration
VAMASHIN :%} \éﬁmﬁsw %Sjiizevs‘gifence and Technology

World-class filter technologies {oi8 0 Adds additional functions to the filter
built around highly scalable nanofiber to nanofibers, such as sensing and shielding
manufacturing technology as its core

Clarification of roles and responsibilities

Realization of “even higher precision and higher functionality,” which is essential to achieving
the 3 target domains

Fastest social implementation within 3 years

Business Roadmap Toward 2030 VAMASHIN &) S80I v

Accelerate the path from “Basic research » Commercialization” to enable
a sustainable materials supply

PHASE 1 PHASE 2 PHASE 3
1to 1.5 years 2 to 3 years 3 years or more Ful-scale

Patents & prototyping Start of commercialization rollout of social implementation

Accelerating Basic

research — Building a stable Sustainable materials
Commercialization supply system development
An accelerated model aiming for A sustainable materials supply not Next-generation materials with reduced
patents and prototypes in 1 to 1.5 affected by geopolitical risks, CO, emissions, lower fossil-fuel-
years, and social implementation leveraging Japan’s resources and related risk, and zero environmental
within 3 years technology impact
Source: Company Data.
Partnership with The company has also announced a capital and business alliance with Mitsufuji
Mitsufuji Corporation as a business partner in the life sciences and industrial materials sectors.
Corporation By combining the company’s material development capabilities with Mitsufuji’'s software
Accelerates Product development, data analysis and sales channels, the company states that it will be able
Development & to accelerate product development and societal implementation. A press conference is
Social scheduled for July 2026, at which time further details are expected to be announced.

Implementation
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4. Stock Price Trends and Valuations

To see the company's stock price trends to date, we have plotted the stock price trends
of listed peer filter manufacturers, manufacturers providing construction machinery-
related products and construction machinery manufacturers. This figure also includes
TOPIX (Tokyo Stock Price Index) as an index. Figure 16 shows the relative stock price
trends, with the year-end 2024 stock price set as 100.

Figure 16. Stock Price Trends of Filter Manufacturers, Manufacturers Providing Construction

Machinery-Related Products & Construction Machinery Manufacturers (From 2025 Onwards)
280
(12/31/2024=100)
e Y AMASHIN-FILTER

240 e Parker Hannifin (USA)
e Donaldson (USA)

260

220 Yuken Kogyo
200 === KYB

=== Topy Industries
180 Komatsu

Hitachi Construction Machinery
160 e Caterpillar
e TOPIX

140
120
100
80
60
LN U U U G L G (R G G G GRS GRS R LS I G

Source: Strategy Advisors.

In Valuation Terms, After 2025, although the company’s stock price was affected by the market downturn

it Generally caused by U.S. tariff policies, it at times rose above ¥800, driven by the expectation that
Outperforms the impact of tariffs on the company would be minimal and the stronger-than-expected
Comparable performance of its Construction Machinery Filter Business. However, it did not reach the
Domestic levels seen in 2017-18 (>¥1,500) or in 2020 (>¥1,200).

Companies. But its ) ) ) ) . .
P/E Ratio is Lower Following the H1 earnings report, the stock price declined due to decreases in operating

Than That of its and ordinary profit caused by a slump in the air filter business, causing the stock to
underperform both its peers and TOPIX. In terms of valuation, the P/E ratio stands at
around 18x and the P/B ratio at around 1.6x.

Overseas Peers

Compared to similar companies, the company generally outperforms domestic
construction machinery-related firms in terms of P/E and P/B ratios, placing it on par
with construction machinery manufacturers.
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However, compared to overseas peers, the P/E ratio is lower. On the other hand, based
on the company’s projected EPS for FY3/28 (¥41.0) as outlined in the current medium-
term management plan announced in November 2024, the P/E ratio comes to
approximately 13x. This is significantly lower than the current P/E ratios of overseas
peers and slightly lower than the Japanese stock market as a whole.

YAMASHIN-FILTER | 6240 (TSE P

me)

The Medium-Term Under the current mid-term plan, ROIC is projected to rise from 8.2% in FY3/25 to
Plan is Progressing 10.2% in FY3/28. The company also plans to implement capital policies to lower WACC,

Smoothly, with thereby further widening the spread between ROIC and WACC. The mid-term plan is
Potential for progressing smoothly and considering the expansion of market share for Construction
Valuation Machinery Filters, the full-scale launch of high-value-added product supply and progress
Improvement in expanding into new businesses, the current stock price does not appear overvalued.

We believe that it is possible that the stock market has not fully priced in the company’s
growth expectations and prospects for improved capital efficiency. We also believe that
earnings growth, progress in capital policies aimed at lowering WACC and the realization
of a “second game-changer” through new business expansion, will serve as catalysts for
an upward revision in the company’s valuation going forward.

Figure 17. Comparison of Valuations with Peers

Stock Market Dividend
Code FY PER PBR ROE
Price Cap. Yield
Company Name (Jun. 15) CoE Actual CoE Actual
(LC) (¥ bn) (x) (x) (%) (%)
YAMASHIN-
6240 3/26 526 36,619 18.3 1.6 3.8 7.6
FILTER
Parker Hannifin
PH 6/25 918.86 18,583,885 29.4 8.5 0.8 27.4
(USA)
Donaldson (USA) DCI 7/25 86.43 1,597,360 21.7 6.9 1.4 24.9

[Reference: Hydraulic Equipment or Construction Machinery Related]

Yuken Industry 6393 3/26 2,884 10,257 10.3 0.4 5.2 4.4
KYB 7242 3/26 3,955 170,736 30.3 0.7 4.1 12.2
Topy Industries 7231 3/26 2,782 60,133 10.0 0.4 4.9 7.3

[Reference: Construction Machinery Manufacturer]

Komatsu Ltd. 6301 3/26 6,817 6,142,785 19.3 1.7 2.8 11.3
Hitachi Construction

6305 3/26 5,559 1,182,600 14.8 1.3 3.4 8.6
Machinery
Caterpillar CAT 12/25 933.93 70,034,524 38.5 20.5 0.7 43.5

Note: As US companies do not disclose their EPS forecasts, PER is calculated using consensus EPS forecasts.
As US companies do not disclose their dividend forecasts, dividend yields are calculated using the most recent actual dividend per share.
Market capitalization is converted to US$1 = ¥160.24

Source: SPEEDA. Compiled by Strategy Advisors.
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[Initiation Update]

5. YAMASHIN-FILTER’s Corporate DNA & the Barriers
to Imitation

1) Company DNA

Company DNA Every company has DNA. A company's DNA refers to the unique values and
management philosophy that are deeply rooted across the organization and its
employees, and these often become a source of competitive advantage. A company
begins to grow in earnest when a founder starts a business with a strong passion, and
its products and services are widely accepted by the public. As the company grows, the
founder's passion is thought to evolve into the company's DNA.

There are also cases where a management succession takes place, such as a change in
management, which evolves the founding philosophy or instills a new corporate culture.
A change in management can be a major opportunity for a company. In any case,
creating a business strategy that utilizes the company’s DNA and putting it into practice
is thought to increase the probability of success. In the case of the company, this is the
case with Mr. Atsuhiko Yamazaki, the current Representative Director and President,
assuming the presidency in 1990.

Core competence (an organization’s central capability) is the result of resources that are
difficult to imitate and a key factor shaping such resources is considered to be the
company's DNA. Just as individuals are more likely to win when they compete in their
areas of strength, companies, too, succeed by developing businesses in domains
grounded in their DNA.

YAMASHIN-FILTER's Given the company's origins, it can be said that its corporate DNA is "a strong

DNA is "a Strong commitment to being a trusted partner to its customers by developing and
Commitment to manufacturing products with a clear focus not only on its customers’ needs but also on
Being a Partner to their final products and the end-users”.

its Customers, even
as a Component
Manufacturer"

There were two major turning points in the company's history. One of them was when
the first president, Mr. Masahiko Yamazaki, abandoned sub-subcontract work for
automobiles, which accounted for about 80% of the company's total sales, and turned
to specializing in filters for the construction machinery, which allowed direct transactions
with construction machinery manufacturers. This is the company’s “first game-changer.”

Behind this business decision was a strong desire to "make filters that are the best for
both the end user and the manufacturer" and, to achieve this, to "collaborate closely
with its customers’ staff at their manufacturing sites". At the time, concentrating
business on construction machinery manufacturers that accepted direct transactions,
which only accounted for about 20% of sales, was a big gamble; but as sales of
construction machinery filters increased and the company got on track, the founder's
strong desire became sublimated into the company's DNA.
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Another turning point was the in-house development of filter media, a core component,
which began in earnest after Mr. Atsuhiko Yamazaki became president. This was a move
to meet the demand of client companies that was gained through collaboration at the
production site. As the company is the only filter manufacturer that thoroughly develops
materials, it can be said that this has solidified the company's current competitive
advantage.

Strategy Advisors believes that a "strong commitment to being a partner to client
companies" is one of the types of DNA that successful manufacturers share, and in the
case of YAMASHIN-FILTER, the corporate DNA that evolved from the aspirations of the
first president has been further cultivated and strengthened by the thorough
commitment to technology brought about by the second-generation president.

2) Barriers to Imitation

Whether a product is difficult to imitate is evaluated based on whether it is impossible
to imitate in the first place and whether attempting to imitate it would require enormous
costs. The company has become highly competitive in the field of filters for construction
machinery because of two factors that make it difficult to imitate: (1) the development
capabilities to manufacture in-house even the core components of filters for construction
machinery and (2) strong relationships with customer companies backed by the
company's ability to make proposals.

A prime example of the company’s development capabilities - which extend to in-house
production of even the core components of construction machinery filters (as mentioned
in (1)) - is the fact that the filter developed by the company in 1976, which uses glass
fiber as its filter media, has become the industry standard for the entire construction
machinery sector since 2000. Other filter manufacturers still rely on purchased core
components and even if they were to attempt to develop similar capabilities now, the
company’s first-mover advantage is considered unshakable.

Furthermore, the company has completed the development of a new nano-filter
material, "YAMASHIN Nano Filter®", which is a potential next-generation core
component to replace glass fiber and is working tirelessly to further strengthen its
leading advantage in the construction machinery filter business, based on its difficulty
to imitate. In addition, this new material is expected to be implemented in various fields
other than construction machinery filters and the company's development capabilities,
which covers even materials, are the foundation for realizing the company's dream of
becoming a "comprehensive filter manufacturer".

The strong relationships with client companies, underpinned by the proposal capabilities
described in (2), are evident from the awards received from construction machinery
manufacturers. In recent years, the company has received awards from various firms,
including the “Supplier Excellence Award” from Caterpillar, the “Best Performance for
Delivery Control Award” from Kobelco (Indonesia), the “Best Collaborative Partner
Award” from Komatsu (Thailand) and the “Appreciation Award” from Hitachi
Construction Machinery (Indonesia), demonstrating that its contributions are highly
valued.
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Equity Story:
“YAMASHIN is
Establishing a New
Business Pillar as a
Functional Materials
Manufacturer.
Playing off
Traditional
Strengths in
Development
Capability &
Financial
Foundations”

(1) and (2) interact with each other. The company's development capabilities as a base
(1) allow it to better propose products to its client companies and as more products are
adopted and put to practical use, backed by these proposal capabilities, the company's
client companies trust it more and (2) strengthen its relationships with its client
companies. Based on these strengthened relationships, the company can further develop
its products based on the trends in customer demand, which strengthens its
development capabilities (1). This virtuous cycle is the source of the company's
competitive advantage in the area of filters for construction machinery. Strategy Advisors
believes that it is now difficult for other filter manufacturers to build such a virtuous
cycle.

3) Equity Story

Strategy Advisors believes that an equity story consists of a) a feasible and well-thought-
out business strategy and b) an exciting vision. Furthermore, an equity story must make
the most of the company’s unique competitive advantages, which have been cultivated
based on its corporate DNA and are difficult to replicate. While the company operates a
stable and growing business in construction machinery filters, it is now venturing into
functional materials. The company’s initiatives are expected to satisfy both criteria a)
and b). We define the company’s equity story as follows: “Building a new pillar of
business in the functional materials sector based on the development capabilities and
financial foundation cultivated through construction machinery filters and evolving into
a functional materials manufacturer.”

Driven by the company’s corporate DNA - a “strong commitment to being a partner to
its customers, even as a component manufacturer” - it has developed the capability to
manufacture even the core components of construction machinery filters in-house. This
strong development capability has led to the establishment of solid relationships with
global construction machinery manufacturers and the creation of a stable supply system.
While its standard product line is to some extent dependent on the construction
machinery market, the company is expanding sales of replacement parts by focusing on
aftermarket activities in collaboration with construction machinery manufacturers.
Furthermore, the adoption of high-value-added products utilizing “YAMASHIN Nano
Filter®" is on the rise and both sales and profits are on a growth trajectory.

“YAMASHIN Nano Filter®"”, which was developed during the process of creating filters
for construction machinery, holds great promise for the company’s future. The company
has already established its proprietary “Improved Melt-Blown Method”, which offers
features such as ease of resin selection, high flexibility in adjusting fiber diameter, a
three-dimensional structure and the ability to handle small production lots. In addition
to being lightweight, the material can be engineered to possess functions such as heat
resistance, thermal insulation and electrical conductivity; and is expected to be applied
across various fields, including “functional textiles”, “life sciences” and “industrial
materials”.

Under “YAMASHIN FILTER VISION 2030” in addition to steadily expanding its
construction machinery filter business, the company aims to establish its functional
materials business, targeting sales of ¥50 billion, operating profit of ¥10.5 billion, EPS
of ¥107 and a market capitalization of ¥300 billion by FY3/30. Compared to FY3/26,
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The Global
Construction
Machinery Market is
Expected to Grow at
an Average Annual
Rate in the 6%
Range Through the
2030s

Global Urbanization
Rates Continue to
Rise, Pointing to
Medium to Long-
Term Growth in the
Construction
Machinery Market

these targets represent approximately a 2.4x increase in revenue and a 4.3x increase in
EPS. However, the revenue target has been calculated by aggregating Total Addressable
Market (TAM), Serviceable Addressable Market (SAM) and Serviceable Obtainable Market
(SOM) across each sector. While these figures are so high that they could be perceived
as “dreams” or “ambitions”, the company views them as concrete “goals”. If the company
builds a new pillar of its business in the functional materials sector based on the
development capabilities and financial foundation it has cultivated through construction
machinery filters, it will usher in a “second game-changer” and evolve into a functional
materials manufacturer.

6. Construction Machinery Filter Business

1) The Future of the Construction Machinery Market

Regarding forecasts for the global construction machinery market, Global Information
projects an average annual growth rate of 6.53% from the late 2020s through the
2030s, while Mordor Intelligence projects 6.64% and Fortune Business Insights projects
6.8%. The market is expected to remain robust due to advancing urbanization, increased
infrastructure investment, growth in the construction sector in emerging economies and
technological advancements, such as the automation of construction machinery and
environmental compliance.

From a long-term perspective, the global construction machinery market is highly
correlated with trends in urbanization rates. According to the United Nations” “World
Urbanization Prospects 2025”, the global urbanization rate was 31.1% in 1975, rising to
39.4% in 2000 and 44.8% in 2025. It is projected to reach 48.3% by 2050. From 2025
to 2050, Asia will drive this growth with an increase of +4.2%, followed by Africa with
+4.6%. With populous China projected to see an increase of +3.5% and India +3.7%,
demand for construction machinery is expected to continue rising (Figure 18).
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Figure 18. Rising Urbanization Rates Worldwide
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e \WOF|d === America ==Asia Ching ====India ==Europe == Africa
(%) Year 1975 Year 2000 Year 2025 Year 2050
World 31.1 39.4 44.8 48.3
America 30.6 42.0 47.7 49.2
Asia 31.2 40.3 46.1 50.3
(China) 24.5 37.1 44.2 47.7
(India) 29.7 37.1 40.3 44.0
Europe 38.8 41.2 41.2 43.5
Africa 22.2 33.2 41.1 45.7

Note: The urbanization rate is the percentage of people living in “Cities” (contiguous areas with
a population density of at least 1,500 people per square kilometer and a total population of at
least 50,000).

Source: Prepared by Strategy Advisors. Based on the United Nations’ “World Urbanization
Prospects 2025”

2) Expansion of the Construction Machinery Filter Business

3 Types of Filters The construction machinery filter business is the company's core business, which
Handled in the involves the development, manufacture and sale of hydraulic filters for construction
Construction machinery (hereinafter referred to as "construction machinery filters”), hydraulic filters
Machinery Filter for industrial machinery (hereinafter referred to as "industrial filters") and process filters.
Business

Filters for construction machinery are filters used to filter hydraulic oil in the hydraulic
circuits that are essential for driving construction machinery, diesel oil as fuel and
lubricating oil required to drive the engine. They are installed on all types of construction
machinery.

Industrial filters are filters used to filter hydraulic oil and lubricating oil in hydraulic units
used in a variety of industries. The company's industrial filters are used in industrial
machinery equipped with hydraulic units, such as machine tools, refrigeration
compressors, agricultural machinery, ships, railroad cars, aircraft and helicopters.
Customers are the manufacturers of these industrial machines.
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Hydraulic
Excavators Make Up
a Large Portion of
the Construction
Machinery Market

If Comparing a
Hydraulic Excavator
to the Human Body,
the Hydraulic Oil
Would be Like the
Blood & the
Hydraulic Filters
Would be Like the
Kidneys

Process filters are filters used for filtration and separation in the manufacturing process
of customers' products. They are used in industries such as electronic parts, precision
parts, liquid crystal displays and food. They specialize in fields that require finer filtration,
such as precision cleaning of electronic parts and nano-level classification related to
capacitors and films (the process of separating the target objects).

For now, we will focus on construction machinery filters and provide an overview of the
construction machinery filter business.

There are a wide variety of types of construction machinery depending on the purpose,
work type and work location. According to the Japan Construction Machinery
Manufacturers Association, an industry group for the construction machinery industry,
the largest market size in terms of production value is excavation machinery used in
general civil engineering and hydraulic excavators account for a large proportion of this.

As the name suggests, a hydraulic excavator is one that uses hydraulic pressure to
control the movements of the machine, including traveling, movement of the
attachment, and the rotation of the upper structure. Hydraulic oil circulates through
hydraulic circuits running throughout the excavator, where hydraulic components
convert hydraulic pressure into mechanical motion. The hydraulic oil is pumped from the
oil tank to the excavator and then returns to the oil tank after circulating. If compared
to the human body, the oil tank is the heart, the hydraulic circuits are the blood vessels,
and the hydraulic oil is the blood.

During circulation, the hydraulic oil becomes contaminated with various types of particles
such as dust and debris. Some contaminants enter from the outside through cylinders
and tanks, while others are generated internally as pumps wear. Hydraulic filters are
installed at key points in the circuit to remove these contaminants and keep both the
hydraulic circuit and hydraulic oil clean.

The most important hydraulic filter is the return filter, which is installed at the point
where the oil returns to the oil tank. If we were to compare the return filter to the human
body, it would correspond to the kidneys. A hydraulic filtration system is centered on the
return filters and also includes line filters and air breathers. (Figure 19)

Figure 19. Main Filters Used in Hydraulic Excavators
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Source: Company Data.
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Stock a Wide Variety In addition to hydraulic oil filters for hydraulic excavators, there are many other types of

of Filters for filters for construction machinery, including transmission filters, fuel filters, engine oil
Construction filters, etc. The company has a wide variety of filter products for construction machinery
Machinery and is prepared to meet the demands of its client companies.

Figure 20. Main Products for Construction Machinery Filters

Product Features

Main use cases

° Removes fine impurities from hydraulic oil before

Hydraulic
F|t/1id Return it returns to the oil tank.
Filters Filters ° Replacement cartridges that are installed for this

purpose are specifically called filter elements.

Hydraulic excavator
Other construction
machinery

General hydraulic
systems

° Attached directly to the suction port of the oil

Hydraulic excavator
Other construction

Sst::itr:ce):s tank in order to remove relatively large impurities | machinery
from inside the oil tank. General hydraulic

systems
Hydraulic excavator

Line ° A filter used in hydraulic circuits and installed in Other_ construction

Filters places where pressure is applied. machinery .
General hydraulic
systems

° Used for various purposes such as:
> Preventing impurities from outside air from
Air entering the oil tank of construction machinery.
Breathers | > Maintaining pressure in the oil tank while the
hydraulic system is in operation.
> Maintaining oil cleanliness in the oil tank.

Hydraulic excavator
Other construction
machinery

° A valve that distributes the hydraulic oil so that

when the temperature of the hydraulic oil is high,
Relief it passes through the oil cooler, and when the
Valve temperature is low and differential pressure is
applied, the hydraulic oil flows to the oil tank
without passing through the oil cooler.

Medium to large
hydraulic excavators
Mini hydraulic
excavator

° Attached to the filler neck of various oil tanks, it

Hydraulic excavator

Nylon . . . .
Strainer prevents contaminants from entering the oil tank | Other construction
when refueling. machinery
Bulldozers, wheel
. . . loaders, etc.
. (] Used to filter impurities such as metal powder )
Transmission L. . . . Construction
) generated by friction of gears mixed into high _ .
Filters . . - . machinery with a
viscosity lubricating oil. o
transmission
mechanism
° Used to remove impurities and moisture
Fuel Filters contained in diesel fuel for construction -

machinery.

° A filter that removes fine impurities from engine

Engine Oil Filters
9! H Fer oil used in diesel engines.

Source: Company Data.
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New Filters for
Construction
Machinery Are
Adopted with Each
Model Change

The company holds approximately 70% of the domestic market share for hydraulic filters
used in construction machinery. A wide variety of filters are used in construction
machinery and adoption rates vary by customer and product. Increasing adoption
among customers and models that have not yet adopted the company’s products is seen
as an area for growth. New filter adoption is determined through competitive bidding
each time a construction machine undergoes a model change. During these model
changes, manufacturers aim to improve engine output and fuel efficiency. Consequently,
there is a demand for filters that offer high filtration precision, a long service life and low
flow resistance. Figure 21 shows the status of major model changes for the 20-metric-
ton class, which is the core model line of Hitachi Construction Machinery’s hydraulic
excavators.

Figure 21. Major Model Changes in Hitachi Construction Machinery’s
20-Metric-Ton-Class Hydraulic Excavators

Year of Model Year of Model

Release Release
1968 UHO06 1990 EX200-2
1970 UH6-2 1994 EX200-3
1971 UHO6D 1996 EX200-5
1973 UHO7 2000 ZX200
1977 UHO07-3 2006 ZX200-3
1980 UHO07-5 2012 ZX200-5B
1983 UHO07-7 2015 ZX210-6
1985 EX200 2022 ZX200-7

Source: Prepared by Strategy Advisors, based on Shinya Okabe and Genroku Sugiyama (2017),
*Revised Edition: The Complete Guide to Hydraulic Excavators* (Nippon Kogyo Publishing)

Steadily Gaining
Market Share in Line
with Model Changes
in Construction
Machinery

Since the release of the first model, the UH06, in 1968, the company has undergone 15
model changes over the course of 54 years. This means that opportunities to introduce
new models arise approximately once every 3-4 years. In FY3/26, the company
increased its market share for the products marked with a % in Figure 22. It is steadily
gaining market share in line with construction machinery model upgrades.

Figure 22, Adoption Status by Client

Customer Hydraulic Transmission Fuel Cabin Engine Oil Engine
Filters Filters Filters Filters Filters Air Filters

Company A 80%+ * 50%— 80%-+ 80%-+ 50%— 50%—

Company B | x50% to 80% 80%+ 50%— 50%— 50%— 50%—

Company C | 50% to 80% | 50% to 80% 50%— 50%— 50%— 50%—

Company D *80%+ — 50%— 50%— 50%— 50%—

Company E 80%+ 50% to 80% 50%— 50%— 50%— 50%—

Note: "80%-+": Share of >80%

"50%-": Less than <50% share
Source: Company Data.

"50% to 80%": Share is between 50% and 80%
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Construction The company's competitive edge in construction machinery filters is believed to come
Machinery Filters: from the following 3 sources.
3-Sources of

Competitiveness 1: Development capabilities to produce even core components in-house

2: Dual structure targeting both line parts for new vehicle market and service parts for
aftermarket

3: Strong relationships based on direct transactions with construction machinery
manufacturers

Of these, as mentioned earlier, "Source of competitiveness 1: development capabilities
to produce even core components in-house" and "Source of competitiveness 3: strong
relationships based on direct transactions with construction machinery manufacturers"
are difficult for other companies in the same industry to imitate.

Source of Competitiveness
1: Development Capabilities to Produce Even Core Components In-House

1: In-House

Production of Core The first source of competitiveness is the development capabilities that allow the
Components company to produce even core components in-house.

Development ] ) ] ) o )
Capabilities Taking a hydraulic excavator as an example, a return filter is a cylindrical device

consisting of an outer cylinder, band, filter media and inner cylinder. Among these, the
most important component is the filter media that removes dust. The performance of
this filter media is determined by the balance of the following 3 elements:

- Longevity: how long it will be used
- High Filtration Accuracy: How fine particles can be removed
- Low Passage Resistance: How much oil passes through (pressure loss)

In order to provide the best filters for the hydraulic excavators that construction
machinery manufacturers intend to manufacture, the company considers the optimal
combination of these 3 elements and develops its own filter medium, which is the core
component. This means that construction machinery manufacturers can use the
company's filters to commercialize a wide variety of concepts. Being able to respond to
the product development needs of construction machinery manufacturers, which are
characterized by their multi-product production, has further strengthened the
company's ability to make proposals that meet customer demand. This is a major
differentiating factor from competitors who are forced to rely on purchasing filter
media.

The commercialization of the world's first filter using glass fiber filter media at a time
when paper was the mainstream filter media material is considered a breakthrough in
the construction machinery industry. This succeeded in dramatically improving the
performance of filter media and currently most of the filter media used in return filters
are made of glass fiber. Furthermore, the company continues to develop its own
materials, which led to the development of the "YAMASHIN Nano Filter®" in 2017.

The company is expanding its offerings of high-value-added filters utilizing the
“YAMASHIN Nano Filter®.” Although these filters are expensive, they achieve
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approximately three times the dust capture capacity and approximately twice the
filtration precision of conventional products; furthermore, their longer service life
reduces the frequency of replacements to about one-third of that required for
conventional filters. By offering a level of quality that competitors cannot match, the
company is helping users reduce their total costs. In the company’s return filter sales,
high-value-added filters accounted for 9% in FY3/26, and the company aims to increase
this share to 42% by FY3/30.

Source of Competitiveness
2: Dual Structure 2: Dual Structure Targeting Both Line Parts for the New Vehicle Market
for Both Line Parts & Service Parts for the Aftermarket

& Service Parts o o ) ) )
The second source of competitiveness is its business structure, which targets both line

parts (for the new vehicle market) and service parts (for the aftermarket) that are
replaced as supplies.

The company offers two types of filters for construction machinery: line parts that are
installed in new vehicles and service parts that are used as supplies and they are
established as different markets.

Competition for Line Line parts are filters that are installed in new construction machinery. The factors that
Parts: The Key Point determine the company’s sales in the new vehicle market are (1) the adoption rate, or
is the Adoption Rate whether or not the company's filters are used and (2) the production volume of models
of Construction that use the company’s filters.

Machinery in the

New Vehicles Market Regarding (1), in the case of construction machinery, the filters to be used are decided

through a competition every 4 years when the model is changed. Since the company
develops the core components in-house, it has the advantage of being able to propose
products for construction machinery, which requires high-mix low-volume production.
Regarding (2), the number of new construction machinery vehicles produced is easily
affected by economic fluctuations.

The Key for The market for service parts as supplies is separate from the one for line parts for new
Aftermarket vehicles. According to the company, the market size of service parts is estimated to be
Products is about 10 times the one of line parts for new vehicles. Service parts have higher profit
Genuineness margins than Line parts and are characterized by a stable stock business, so they are

less susceptible to economic fluctuations than line parts.

The factors that determine sales in service parts are (1) the number of construction
machines in operation, (2) the lifespan of the construction machinery (which affects how
many times filters are replaced during its life per vehicle) and (3) the genuine filter usage
rate, which indicates the percentage genuine filters are used.

Factor (1), the number of construction machines in operation, is difficult for the company
to control, as it is determined by the adoption rate at the time of model changes that
occur once every 4 years, the number of units sold for each model and the operating
rate. Factor (2), the lifespan of construction machinery, is also roughly fixed. On the
other hand, there is room for the company to increase the genuine filter usage rate,
Factor (3), through its own efforts.
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According to the company, counterfeit filters are often used, especially in emerging
countries and the genuine filter usage rate in the entire market is thought to be about
half. In order to increase the genuine filter usage rate, in addition to developing its filters
that make it impossible to use counterfeit filters, the company has been working with
construction machinery manufacturers and their agents to provide support activities in
the aftermarket for end users (such as holding educational seminars to inform them that
it is more economically rational to use genuine filters).

Strengths of Having  Support activities in the aftermarket not only have the direct effect of increasing the

Both Line Parts & genuine filter usage rate of service parts but also lead to the establishment of a virtuous

Service Parts cycle in which market information and demand trends obtained through support
activities are utilized in the development of products for line parts of new vehicles.
Furthermore, the company has achieved a stable profit structure overall by combining
flow revenue from line parts with stock revenue from service parts.

Of the company's sales to construction machinery, service parts accounted for 59.9% in
FY3/26 (Figure 23). By securing a certain level of sales in service parts, the impact of
line parts for the new vehicle market, which is easily affected by economic trends, has
been mitigated, leading to overall sales stability.

Figure 23. Changes in the Composition Ratio of Line Parts for New Vehicle &
Aftermarket Products

20,000 80%
18,000 17,210
70%
16,080
16,000 S L
) . 5_2¢N -9%
55,206 N 60%
. 54.6% -
14,000 54.3%
12,353
50%
12,000 11,768 10,311
9,866 o713 10,481
9,479 r 8 417 o,
10,000 8,536 g 4276 40%
8,705 i
8,174 q,81)7
€,425
8,000
30%
q,15p 5,737 5,534 -
4,87p
6,000 4,62p | — ] — —
] 20%
4,000 ] L — ]
] 4,898
43ab  4,53p 463  JOL 4731 459 0%
2,000 432 4ok 4825 4,12b 4,178
0 0%
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Source: Company Data. Compiled by Strategy Advisors.
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Source of Competitiveness
3: Strong Relationships Based on Direct Transactions with Construction

3: Strong Machinery Manufacturers

Relationships Based

on Direct The third source of competitiveness is the strong relationships based on direct
Transactions with transactions with construction machinery manufacturers.

Construction ] ] ] ] ) ] ]
Machinery For line parts of new vehicle, interactions with the customer company's production site
Manufacturers occur from the new vehicle development stage, so direct transactions are the key.

On the other hand, when it comes to selling service parts, while competitors are involved
in the aftermarket on their own, the company has concentrated its sales channels on
direct transactions with construction machinery manufacturers.

If the company were to sell directly to end users (customers of construction machinery
manufacturer) or through agents, (1) it would create a conflict of interest with the
construction machinery manufacturer and put them in competition with it and (2) even
if sales increased, the company would need to spend money on maintaining sales
channels and on marketing, making it difficult to increase profits.

Because the company focuses on direct transactions with construction machinery
manufacturers, it has built strong relationships with major manufacturers and their local
subsidiaries in Japan and the U.S. Therefore, the company's expansion moves in tandem
with the global expansion of its construction machinery manufacturers’ clients.

Regarding the Chinese market, direct transactions with local Chinese manufacturers are
limited, with most of exports to China being made by Japanese and American
construction machinery manufacturers.

Integrated In-House The company's integrated in-house operations, from development to sales, support the

Operations, from competitiveness mentioned above. It has a single base for research and development in
Development to Yokosuka, Kanagawa Prefecture. Production is carried out at 3 locations: the Saga Plant
Sales, Support its in Japan, the Cebu Plant in the Philippines (YAMASHIN CEBU FILTER MANUFACTURING
Competitiveness CORP.) and the Vietnam Plant (YAMASHIN VIETNAM CO., LTD).

When the company was founded, its production base was located in Omori, Tokyo, but
in 1975 it moved to Saga, the hometown of the founder and first president. In response
to the strong yen following the Plaza Agreement (Agreement of G5 nations) in 1985, the
company established a production base in Cebu, Philippines in 1989, where it remains
to this day. In 2002, the company also established a plant in Ayutthaya, Thailand, but
was hit by floods in 2011 and it closed the plant at the end of 2012.

In addition to its headquarters in Yokohama, the company has 5 foreign sales bases in
the U.S.: Chicago (YAMASHIN AMERICA INC.), Belgium: Brussels (YAMASHIN EUROPE
BRUSSELS BV), Thailand: Bangkok (YAMASHIN THAI LIMITED) and in China: Shanghai
to support construction machinery manufacturers in each region.

This integrated in-house operation supports the company's 3 sources of competitiveness
mentioned above.
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Business
Segmentation from
2H FY03/20

What is an
Air Filter?

The Strengths of
Filter Media are
High Collection
Efficiency & Low-
Pressure Loss

Nano Fiber Air Filter
"NanoWHELP®"
with Wide Lineup

7. Air Filter Business

The Air Filter Business was launched as the second business segment in October 2019
(H2 of FY03/20) following the acquisition of AQC Corporation as a wholly owned
subsidiary in August 2019. The business was launched using the "YAMASHIN Nano
Filter®" developed in 2017, which will be described later.

Founded in 1962, AQC is a filter manufacturer specializing in air filters and has a strong
market position for coarse and medium- to high-performance air filters. The company
is distinguished by its production system, which enables small-lot production and short
lead times, allowing it to respond flexibly to customer needs. With this acquisition,
YAMASHIN-FILTER CORP. expected to leverage AQC's development capabilities,
manufacturing technologies, and sales channels for HVAC air filters. Combined with the
"YAMASHIN NANO FILTER®”, these strengths were expected to accelerate expansion
into the air filter market, an adjacent business field to construction machinery filters.

An air filter is a filter used to remove dust, dirt, and other particulate matter from the
air. Whereas construction machinery filters are used to separate solid particles from
liquids, air filters are used to separate solid particles from air.

While the fiber diameter of resin fiber filter media used in existing air filters is 1.5 pm to
20 um, the fiber diameter of the "YAMASHIN Nano Filter®" used in the company's air
filters is as thin as 150 nm to 10 um. Therefore, compared to existing air filters, the
company's air filters have the advantages of high collection efficiency and low-pressure
loss.

The company's nanofiber air filters (called, NanoWHELP®) are used in buildings and
factories that manufacture food and pharmaceuticals, as well as in power distribution
panels and railway vehicles. NanoWHELP®'s high collection efficiency and low-pressure
loss not only reduce CO, emissions by about 30% per year compared to air filters made
by other companies, but also significantly reduce utility bills. NanoWHELP® is the only
product in Japan to have obtained three MERV ratings, MERV 14, 15 and 16 (16 is the
highest performance rating), in the air filter performance rating system established by
the American Society of Heating, Refrigeration and Air-Conditioning Engineers
(ASHRAE), proving its high competitiveness and reliability.

Furthermore, due to its ability to manufacture filters with fine fiber diameters, the
company’s air filters can meet a wide range of customer demands. As a result, the
company's product lineup is wide, including not only pre-filters that remove relatively
large particles, but also HEPA filters used in spaces that require a high level of
cleanliness, such as semiconductor manufacturing plants and hospitals (operating
rooms) and insect-proof filters used in food factories where contamination by foreign
objects is not permitted.
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Future Demand
Growth Expected,
Though Higher
SG&A Expenses
Related to Core
System
Implementation
Continue to Weigh
on Earnings

Figure 24. Main Products of Air Filters

Product Features Features
Name
Removes relatively large particles (5 pm | Buildings and structures
Pre-Filter or larger) from the air. Installed at the Various factories
outside air intake etc. to extend the life Various environmental
of the next stage filter equipment, etc.
Medium to Removes particles (5 pm or less) from -
. . . A ceiling-mounted
High the air and provides moderately clean . .
. ) . packaged air conditioner
Performance air. A filter installed for the purpose of ) . -
. - found in a typical building
Filters obtaining
. Ultra-efficient, removing more than Cleér.] roc_)ms an_d ar
HEPA Filter . L purifiers in semiconductor
99.97% of particles 0.3 pm in size filter . .
factories and hospitals
I . The kitchen equipment
Oil Mist Filter Used to remove ol mist from indoor Environments where
spaces
fryers are used
. . Food industry
. Used to prevent insects from entering . e
Insect Filter o Air conditioning systems
buildings
for general households
Deodorizing Installed to remove odors and gaseous Art. museum;, mu;eums
. . . Animal hospitals, livestock
Filter contaminants from the air .
industry, etc.
. Mounting frame for installing and
Casing . . . -
mounting of various filters

Source: Company Data.

Importantly, by changing the materials used for filtering media, it becomes possible to
meet demand that was previously unmet.

For example, the nanofiber HEPA filter is made of thermoplastic polymer nonwoven
fabric that utilizes the technology developed by NanoWHELP®; but unlike conventional
glass fiber HEPA filters, it is a "PFAS-FREE" product that does not use PFAS (Per and
Polyfluoroalkyl Substances). PFAS have been recognized as carcinogenic and regulations
on the manufacture and sale of products that use PFAS are being strengthened in the
EU and other countries. In response to these changes in the market environment, it is
expected that the demand for nanofiber HEPA filters will increase.

Currently, the company is still seeing some lingering effects from the increase in selling,
general and administrative expenses associated with the implementation of its core
system in FY3/25. The company has completed the overhaul of its internal processes
from order receipt to shipment, and while sales recovery remains slow for some
customers, the company expects to return to an operating profit in FY3/27. Progress is
proceeding smoothly on strengthening the company’s B2B direct sales structure, which
was identified as a key strategy in its medium-term management plan, “Fly to the next
stage!”
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Innovative Material
Development:

One Source of the
Competitiveness of
YAMASHIN -
“Development of
Capabilities to
Produce Even Core
Components In-
House"

The Company’s
Unique Method of
Manufacturing:
"YAMASHIN'’s Melt-
Blown Method"

Diverse Functional
Properties Realized
by Easy Resin
Selection & High
Degree of Freedom
in Adjusting Fiber
Diameter

Feature 1:
Ease Of Resin
Selection

Feature 2:
High Degree of
Freedom in
Adjusting Fiber
Diameter

8. YAMASHIN Nano Filter®

As discussed in "6. Construction Machinery Filter Business", the source of the company's
competitiveness in construction machinery filters lies in "its development capabilities to
produce even core components in-house". A real-life example is going as far as to
develop materials in-house, is where the company changed the filter media used in
construction machinery filters from paper to glass fiber. This saw a change to this
technologically used in the construction machinery industry. As a result, the company
became has taken top share of the global market for construction machinery filters.

Leveraging these material development capabilities, the new material "YAMASHIN Nano
Filter®" was developed in 2017. Nanofibers are defined as fibrous materials with
diameters ranging from 1 to 1,000 nm (nanometers). "YAMASHIN Nano Filter®" was
developed by leveraging the unique physical properties that emerge when fibers are
reduced to the nanometer scale—properties that conventional fibers do not possess.
Thanks to the characteristics described below, the material is expected to solve a variety
of challenges associated with conventional materials.

The "YAMASHIN Nano Filter®" was made possible in large part by the "YAMASHIN's
melt-blown method" that the company developed independently, making use of the
knowledge it has accumulated over the years.

There are existing methods for producing nanofibers, such as the composite spinning
method, the electrospinning method and the melt-blown method. Compared to the
existing methods, the YAMASHIN’s melt-blown method has the following features: (1)
various thermoplastic resin raw materials can be used, (2) the fiber diameter can be
controlled in a wide range from 150 nm to 10 pm, (3) various forms (sheet, cotton, etc.)
can be processed, (4) the equipment can be easily maintained and (5) high productivity.

Nanofibers are defined as fibrous materials with diameters between 1 nm and 1,000nm
and are made by turning the target resin into nanofibers. The company has developed
a unique manufacturing method that expands the possibilities of nanofibers and using
this method, the “YAMASHIN Nano Filter®" has made it possible to give nanofibers
new physical properties and functions that were not found in conventional fibers.

The company's manufacturing method can handle a wide melting point range of 200 to
320 degrees Celsius, making it possible to select the resin to be used as the fiber
depending on the application. This widening range of resin options allows the selection
of resins to match the application of the product. As a result, it is now possible to apply
the technology to products in fields that were previously difficult to handle.

When turning resin into nanofibers, the fiber diameter determines the product's
performance. Fiber diameters for paper are 20 to 30 um, for general synthetic fibers 1.5
to 20 um and for glass fibers 800 nm to 3 pm. The company's manufacturing method
makes it possible to produce fiber diameters in the range of 150 nm to 10 pm.
Furthermore, the fiber diameter distribution can be freely adjusted.
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Feature 3:
3-Dimensional
Structure

Feature 4:
Small Lot
Production Possible

Furthermore, due to the manufacturing process used, conventional nanofibers end up
with a flat, two-dimensional structure. This inevitably results in a high porosity in the
fibers. The company's manufacturing process makes it possible to create a nano filter
with a three-dimensional structure, which provides better insulation and soundproofing
than those made using conventional manufacturing methods. Also, when used as a filter,
it can capture a large amount of dust (high performance).

In relation to features 1 and 2, the company's unique manufacturing method allows it
to produce fibers with the required fiber distribution from various types of polymers,
making it easy to change polymers, which makes it possible to handle small-lot
production.

“YAMASHIN FILTER VISION 2030” aims to expand into new business areas using the
“YAMASHIN Nano Filter®"” and evolve into a functional materials manufacturer.

9. Risk Factors

At present, we do not believe there are any material risks that warrant close attention
with respect to the company’s business operations or financial performance. However, if
any risks are to be identified, the following 3 points could be highlighted.

The first is the short-term trends. In particular, the company’s flagship construction
machinery filters depend on construction machinery production volumes and are
therefore susceptible to sudden changes in the macroeconomic environment, including
interest rates, exchange rates and overall economic conditions, as well as major
geopolitical developments. There is also the possibility of rising costs, such as logistics
and personnel costs.

The second is the air filter business. Due to production and shipping delays resulting
from the implementation of a core system in FY3/25, sales recovery for some customers
has been slower than expected, and business performance remains sluggish. If sales fail
to recover, the business may continue to operate at a loss.

The third is the delays in launching the functional materials business. Successful
commercialization requires coordinated efforts across the entire supply chain, including
technology and product development, manufacturing and sales. However, in areas such
as functional textiles, the company does not yet possess extensive expertise, making it
necessary to recruit new talent and collaborate with external partners. While progress
appears to be on track at present, any bottlenecks within the supply chain could delay
the launch of the functional materials business and postpone the recoupment of upfront
investments.
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10. Sustainability Initiatives

Sustainability The company's management philosophy is "Rokajinitsukafuru", which reflects the will of

Initiatives the company's founder, Mr. Masahiko Yamazaki, to contribute to society through the
filtration business. Through the filter business, the company works to solve problems for
the realization of a sustainable society with the themes of "Environment", "Air quality"
and "Health".

In 2022, the company announced its endorsement of the recommendations of the Task
Force on Climate-related Financial Disclosures (TCFD). In addition, the company has
been selected for 3 consecutive years as a constituent of the “FTSE JPX Blossom Japan
Sector Relative Index”, which tracks the performance of Japanese companies that are
relatively strong in ESG initiatives, and in June 2025, it was selected for the “FTSE JPX
Blossom Japan Index” for the first time.

In the medium-term management plan announced in November 2024, the company has
set three strategies: "Undertake initiatives to create new value", "Strengthen
management with a focus on capital costs" and "Promoting ESG management". As part
of "Promoting ESG management", the company aims to realize a sustainable society,
setting non-financial KPI's and promoting sustainability initiatives.

As non-financial KPI's for FY3/28, the company aims to achieve an FTSE ESG score of
4.0 or higher (2.7 in FY3/24). And the company aims to obtain a CDP climate change
score of A (B score in FY3/24).

For FY3/26, the FTSE ESG score stood at 3.8, indicating steady progress toward the
mid-term target. The company has received an “A” rating on the CDP Climate Change
Score for two consecutive years and has already achieved its mid-term target.

*YAMASHIN Nano Filter, NanoWHELP® & TEXIFIL are registered trademarks of
YAMASHIN-FILTER CORP.
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Figure 25. Consolidated Statement of Income (¥mn)

FY 3/19 3/20 3/21 3/22 3/23 3/24 3/25 3/26 3(:/:'57
Sales 13,811 12,674 14,587 18,821 18,605 18,024 20,104 20,941 22,560
Cost of Sales 7331 7,151 8,784 11,218 11,292 10,467 11,171 11,751
Gross Profit 6,479 5,522 5802 7,603 7,312 7,557 8,933 9,189
Gross Profit Margin 46.9% 43.6% 39.8% 40.4% 39.3% 41.9% 44.4% 43.9%
SG&A Expenses 4,515 4,744 5948 6,259 6,077 6,146 6,302 6,596
Operating Profit 1,963 777 -145 1,344 1,235 1,411 2,630 2,592 2,825
Operating Profit Margin 14.2% 6.1% -1.0% 7.1% 6.6% 7.8% 13.1% 12.4% 12.5%
Non-Operating Profit 10 27 49 38 38 127 89 55
Non-Operating Expenses 57 201 39 65 358 123 49 113
Ordinary Profit 1,915 603 -135 1,317 915 1,415 2,669 2,535 2,775
Ordinary Profit Margin 13.9% 4.8% -0.9% 7.0% 4.9% 7.9% 13.3% 12.1% 12.3%
Extraordinary Income 0 16 1,267 44 1 9 137 6
Extraordinary Loss 5 23 176 1,024 26 286 285 24
Pretax Profit 1,910 597 955 337 889 1,138 2,522 2,517
gz::g:e;ix’ Resident Tax, 516 160 261 394 231 422 625 664
Corporate Tax Adjustments -19 -171 -56 -103 13 -70 173 134
Total Corporate Tax, etc. 496 -11 205 290 244 352 799 798
(Corporate Tax Rate) 26.0% -1.8% 21.5% 86.1% 27.4% 30.9% 31.7% 31.7%
Profit attributable to owners of - .5 g5 750 47 645 786 1,723 1,718 2,005
parent
Net Profit Margin 10.2% 4.8% 5.1% 0.2% 3.5% 4.4% 8.6% 8.2% 8.9%
EPS (¥) 20.44 8.79 10.70 0.66 9.03 10.96 24.16 24.62 28.71
Capital Investment 2,257 3,150 5,229 2,836 607 439 404 929
Depreciation 414 534 722 869 823 767 751 790
Operating Cash Flow 800 2,099 87 289 2,407 2,632 2,762 2,446
CFPS (¥) 11.6 30.3 1.2 4.0 33.6 36.9 38.7 35.0
ROE 8.1% 3.3% 3.9% 0.2% 3.1% 3.7% 7.8% 7.6% 8.8%
ROIC 7.8% 3.3% -1.4% 4.7% 3.1% 4.9% 8.2% 7.2% 8.0%
Dividend (¥) 6.00 6.00 6.00 6.00 6.00 6.00 12.00 18.00 20.00
Average Number of Shares 69.1 69.1 702 713 715 714 708  69.8
during the Period (mn)
End of Period Shares (mn) 69.1 69.1 71.3 71.4 71.5 71.3 71.3 69.9
Source: Company Data. Compiled by Strategy Advisors.
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Figure 26. Consolidated Balance Sheet (¥mn)

FY 3/19 3/20 3/21 3/22 3/23 3/24 3/25 3/26
Current Assets 15,391 13,982 15,323 13,964 12,923 13,487 14,434 15,599
Cash and Deposits 9,489 8,506 7,229 3,750 4,113 5,065 6,014 6,721
Accounts Receivable 3,252 3,405 4,285 4,696 4,447 4,815 4,740 4,697
Inventory 2,370 1,826 3,021 4,775 4,141 3,408 3,330 3,694
Others 280 245 788 743 221 199 348 487
Fixed Assets 5,641 7,607 12,868 12,747 12,658 12,455 12,208 12,461
Tangible Fixed Assets 3,540 6,636 10,813 11,609 11,683 11,328 11,146 11,181
Intangible Fixed Assets 346 367 330 236 172 209 229 285
Investments and Other Assets 1,754 603 1,724 901 801 917 833 995
Investment Securities 1,364 28 1,010 26 31 0 0 0
Deferred Tax Assets 204 411 462 552 542 619 444 314
Others 186 164 252 323 228 298 389 681
Total Assets 21,032 21,590 28,191 26,712 25,581 25,943 26,642 28,060
Current Liabilities 2,353 2,810 5,539 4,634 3,343 3,827 3,389 4,575
Trade Payables 1,288 1,187 1,952 2,213 1,453 1,647 1,615 1,518
éi;‘;‘lflzzz Payable and Accrued 310 356 1,649 449 393 441 368 433
Interest-Bearing Debt 200 765 1,089 487 767 718 388 1,600
Short-Term Borrowings 0 520 600 0 280 225 0 1,600
gg::gcvti:;:m of Long-Term 200 245 489 487 487 493 388 0
Asset Retirement Obligations 0 0 160 128 0 25 0 0
Others 555 502 689 1,357 730 996 1,018 1,024
Fixed Liabilities 565 578 1,969 1,506 1,260 816 633 662
Interest-Bearing Debt 200 150 1,702 1,255 991 517 138 0
Long-Term Borrowings 0 150 1,702 1,255 991 517 138 0
Accrued Retirement Benefits 190 250 225 232 257 290 289 309
Others 175 178 42 19 12 9 206 353
Net Assets 18,113 18,201 20,682 20,571 20,977 21,299 22,619 22,823
Capital Stock 18,063 18,221 20,585 20,255 20,523 20,557 21,887 21,770
Capital Surplus 10,608 10,608 12,637 12,687 12,739 12,882 12,924 12,882
Retained Earnings 7,455 7,613 7,948 7,567 7,784 7,907 9,063 9,062
Treasury Stock 0 0 0 0 0 -232 -99 -174

Accumulated Other

Comprehensive Income
Stock Acquisition Rights — - 24 - - - — _
Non-Controlling Interests - — — - - — — —

Total Liabilities and Net Assets 21,032 21,590 28,191 26,712 25,581 25,943 26,642 28,060

49 -19 72 315 454 742 731 1,053

Interest-Bearing Debt 400 915 2,791 1,742 1,758 1,235 526 1,600
Equity ratio 86.1% 84.3% 73.4% 77.0% 82.0% 82.1% 84.9% 81.3%
D/E ratio (x) 0.02 0.04 0.12 0.08 0.08 0.06 0.01 0.07

Source: Company Data. Compiled by Strategy Advisors.
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Figure 27. Consolidated Cash Flow Statement (¥mn)

FY 3/19 3/20 3/21 3/22 3/23 3/24 3/25 3/26

Cash Flows from Operating

Activities
Income before income taxes 1,910 597 955 337 889 1,138 2,522 2,517
Depreciation 414 621 722 869 823 767 750 790
Working Capital -694 992 -1,277 -1,760 239 687 112 -226
Others -830 -111 -313 843 456 40 -622 -635
Total 800 2,099 87 289 2,407 2,632 2,762 2,446

Cash Flows from Investing

Activities

Payments for Acquisition of

Property, Plant and Equipment -2,233  -3,043 -3,493 -3,131 -1,011 -279 -414 -648
Payments for Acquisiti
IntYangibIe Fixed C,]Auslslettl(s)n o -18 -130 -84 43 -28 ~96 "2 "114
Others 3 121 -822 899 -131 -166 -43 -8
Total -2,248 -3,052 -4,399 -2,277 -1,170 -541 -529 -770
Cash Flows from Financing
Activities
?::ninég‘:fj\i{:;crease in Short- - 520 80  -600 280 55 -225 1,600
?::ninég‘:fj\i{:;crease in Long- -150 - 1,808  -403  -403  -403  -403  -319
Issuance of Shares - - 1,979 - - - - -
Purchase of Treasury Stock - - - - - -473 - -1,273
Dividend Payment -324 -449 -415 -428 -428 -430 -566 -1,053
Others -201 -340 -240 -122 -167 -104 -104 -101
Total -675 -269 3,212 -1,553 -718 -1,465 -1,298 -1,146
Effect of Exchange R
Cash and Cash quuivztIZn(izanges o -6 -31 95 62 ~156 118 1 153
Cash Increase/Decrease -2,130 -1,253 -1,004 -3,478 363 743 936 683
Cash Beginning Balance 11,585 9,455 8,201 7,197 3,718 4,081 4,825 5,762
Ending Cash Balance 9,455 8,201 7,197 3,718 4,081 4,825 5,762 6,445

Source: Company Data. Compiled by Strategy Advisors.
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Disclaimer

This report is published by Strategy Advisors Inc. (hereinafter referred to as the "Publisher") and was prepared primarily by
external partner companies and analysts.

The purpose of this report is to introduce and explain the target companies using a different approach than usual. In principle, the

issuer does not review or approve the contents of the report (however, the issuer will point out to the author only if there are
obvious errors or inappropriate expressions).

The Publisher may have received compensation, directly or indirectly, from the Target Company for planning, proposing and
providing the infrastructure for issuing this report.

The external partners and analysts who write this report may receive compensation directly or indirectly from the subject company

for activities other than preparing this report. In addition, the external partners and analysts who write this report may have or may
in the future have transactions in the securities of the subject company.

This report has been prepared solely for the purpose of providing information to serve as a reference for investment decisions

and is not intended as a solicitation for securities or other transactions. Investors should make final decisions regarding securities
and other transactions at their own discretion and responsibility.

In preparing this report, the authors received information through interviews with the target companies, etc. However, the

hypotheses and opinions expressed in this report are not those of the target companies but are the result of the authors' analysis
and evaluation.

This report is based on information that the author believes to be reliable, but does not guarantee its accuracy, completeness or

timeliness. The views and forecasts contained in this report are the judgment of the author at the time of publication of this report
and are subject to change without notice.

Neither the Publisher nor the authors shall be liable for any direct, indirect, incidental or special damages which an investor may
suffer as a result of placing reliance on the information or analysis contained in this report.

In principle, the copyright of this report belongs to the Publisher. It is prohibited by law to copy, sell, display, distribute, publish,

modify, distribute or use for commercial purposes any information provided in this report without the Publisher's consent.

Strategy Advisors

Address: Central Building 703, 1-27-8 Ginza, Chuo-Ku, Tokyo 104-0061
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