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TOPY INDUSTRIES, LIMITED

Action to Implement Management
that i1s Conscious of
Cost of Capital and Stock Price

March 26, 2024
TYO 7231

This material is not a disclosure document under the Financial Instruments and Exchange Act and does not guarantee the
accuracy or completeness of its information. The forward-looking statements in this material are based on information available
at the time the material was prepared and include uncertainties. Investors are advised not to make investment decisions based

lro P’f i N D u 5 r E l ! s' I.T D solely on this information.

In no event will the Company be liable for any loss or damage whatsoever resulting from the use of this material.



Summary: Assessment of the Current Status (Data)
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PBR ROE
0.5 5.4%

% Stock Price as of end-February 2024 X FY?2022 results

Cost of Equity Performance fluctuations
approx 804 (variance in operating profits)

Equity spread ¥-2.9 biIIio_n |
minus to ¥/.5 billion

% FY2018 to FY2022 results



Assessment of the Current Status : PBR * ROE

(y
O . 5 % Stock Price as of end-February 2024 RO E 5 . 4 O xFY2022 results

» Performance, which had been sluggish since FY2019, saw a V-shaped recovery in FY2022, mainly due to the

implementation of sustainable selling price initiatives. The stock price remains strong in line with the recovery in
business performance.

* However, we have not yet achieved the return on capital required by the capital markets (ROE of 8.0% or
more), and we have not yet achieved an appropriate valuation (PBR of 1.0 or less).
0.5
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(Stock price as of end FY) :
e 6.5% < ' 05 Iy
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The company’s
stock price
performance
(closing price at end
FY)

FY2018 FY2020 FY2021 szbzé end-February 2024
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Mucreng  srssssrnnnnn s T . i Reduction in vehicle production due to COVID-

High demand for : + Valuation loss on securities  : 19 disaster P Recovery in vehicle production
construction machinery : :  Reversal of deferred tax Higher costs of raw materials such as steel scrap : + Formation of sustainable selling :
: products, etc. I assets :

Soaring coal prices Pl prices



Assessment of the Current Status -
Cost of Equity * Equity spread == b

@losjneli =o(0[1a4 approx. 8%

=o (W[ elgezlo currently trending negative

The equity spread (ROE — cost of equity), an indicator of how much a company’s profit margin
exceeds shareholders’ expectations, is currently trending negative.

approx. 8%

—_
__Costof ==

Equity \
54% PR S

o : Aim to turn it positive in
ROE : FY2025 (the final year of
: the Medium-Term
0] :
0.6% 0.4%

: Management Plan)

-4.2%

FY2018 FY2019 FY2020 FY2021 FY2022 FY2025 Target

» Based on the above presentation, we need to promote measures to increase
ROE and reduce the cost of equity.



Assessment of the Current Status : Performance fluctuations

TOPY INDUSTRIES, LIMITED

VElpklple ool gztilglefolgai il ¥ -2.9 billion to ¥7.5 billion s Fv2018 t0 Fy2022 resuits

While we strive to develop sustainable selling prices, the impact of the business environment has
led to significant fluctuations in recent years.

The Steel Segment business is easily affected by fluctuations in steel scrap prices, while the
Automotive and Industrial Machinery Components Segment business is strongly influenced by the
state of automotive and construction machinery production in Japan and overseas.

(billion of yen)
I
. ¥-1.7
FY2018 FY2019 FY2020 FY2021 FY2022
Steel scrap prices and Steel Segment quarterly profits . Domestic automobile production volume and quarterly profits in

"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" the Automotive and Industrial Machinery Components Segment

Ferrous scrap price Domestic automobile production volume
e Steel Segment quarterly profits e (|Uarterly profits in the Automotive and Industrial Machinery Components Segment

FY2019 FY2020 FY2021 FY2022 FY2023 FY2019 FY?2020 FY2021 FY?2022 FY2023

Source:Japan Metal Daily, The Japan ferrous raw materials association Source:MARKLINES 5
(H2, before maker furnace, average of 3 districts)



Summary: Policy for Taking Measures

TOPY INDUSTRIES, LIMITED

To improve capital market valuation, increase ROE and reduce cost of equity.

Improvement items Key measures

Optimization of business portfolio

S Formation of sustainable selling prices
LI
Az refin : :

- Implementation of growth investment

Execution of the Medium-Term Management Plan

Total Review of cross-shareholdings

asset
turnover

Improvement of cash conversion cycle

Initiatives to mitigate fluctuations

In business performance
Enhancement
of IR Fostering growth expectations
Iicll€ Reduction of liquidity risks



Key Measures: Improvement of ROE

(optimizing business portfolio)

We will work to optimize the business portfolio by focusing on capital productivity.

FY2023 Review of businesses facing declining profitability and growth

FY2024~ Promotion of business portfolio reforms

Review of businesses facing declining profitability and growth

&€ Discontinuation of the Power Generation business

(Deterioration of profitability)
Soaring prices of coal, the fuel used for power generation
= Persistent operating loss in recent years

(Future concerns)
« Fall in market prices due to stable electricity supply and
demand in the Chubu region
» Necessary to build a business portfolio with a low
environmental burden in line with the growing trend
toward decarbonization

recorded operating
loss of ¥600 million

Improvement
of earnings (in FY2022)

Discontinuation of the Power Generation _
Impairment loss of

Business by the end of FY2023 (planned) Effect ¥2 4 billion on fixed

. assets alread
Reduction y

. . ded
Future considerations r(?r?(()gr3 lezvzozs)

@ Review of global business sites

@ Management of low-profit businesses Promotion of business portfolio reforms



Key Measures: Improvement of ROE
(formulate sustainable selling prices)

We will formulate sustainable selling prices to create a management foundation that is less
vulnerable to the effects of the business environment.

In FY2023, we took initiatives to address the cost increases in raw materials, energy, and sub-
materials, as well as anticipated future increases in labor and logistics costs.

FY2021 FY2022 FY2023 FY2024~
Soaring iron Soaring energy, sub-materials :  Expected increases in ;
scrap prices and shipping freight costs . labor and logistics costs :

Review of business
practices regarding pricing

[ Shortening of price J Sub materials

review intervals

Juawbes |9a1S

Active revision of selling prices in response to rising scrap prices Labor costs

L ogistics costs
Energy

Foreign exchange

sjusuodwo)

<
jab}
(@)
=
>
@D
=
<

-
(@]
“
=)
QD
(o
o
-
o
*
(9p)
C
)
r~+
Q.
-
Q
S
D
(9]
@
— =
o -
c Q
w
5*_ o
R~ o,
— )
D
wn

Formulating major raw materials




Key Measures: Improvement of ROE (growth investment)

TOPY INDUSTRIES, LIMITED

We will accelerate plans to allocate approximately half of the cash flow investment to growth investment
(e.g., expansion of existing businesses, development of overseas aluminum wheel business) by the end
of FY2025.

(billion of yen)

Plan

(4-year total)
FY2022~FY2025

Plan

(4-year total)
FY2022~FY2025

Business expansion
» Steel: Expansion of recycling business
» Wheels for passenger vehicles: Expansion of global
commercial rights
» Wheels for mining equipment: Expansion of
commercial market
New businesses
* Development of overseas aluminum wheel business
* Research and business development through
Business Development Strategy Center

: Growth 26.8 * Carbon neutral, DX and energy saving related
Investment ' FY2024 plans
+ Capacity expansion of Akemi Recycling Center
o . Capital investment to strengthen the competitiveness
of aluminum wheels, etc.
Recurrin
| Actual results/forecasts investmer?t 21.4 . Rer_lgvyal of_
Operating (2-year total) facilities to improve
8(;F0 FY2022~FY2023 competitiveness
“ B | e » DX initiatives (core
Equipment : system
! 16.2 Capital
i Maintenance . i
Opecr:ia:tmg i expenditure 20.1 restructuring)
@— . Newly-built energy-
Repayment of interest-bearing debt 6 efficient ‘Toshin
38.0 Repayment of interest- 114 Maru’ steel carriers
Shareholder returns 10.9 bearing debt
) ) Shareholder returns 3.5
Deposits and savings 5.7 Deposits and savings 3




Key Measures: Improvement of ROE

(execution of the Medium-Term Management Plan) s

We are executing the Medium-Term Management Plan, “TOPY Active & Challenge 2025,” with a
target date of the end of FY2025, focusing on growth based on improving profit margin, EBITDA and
ROE. We will steadily implement initiatives to strengthen profitability, our key theme.

Initiatives to strengthen profitability

Steel Segment

- Expand high-value-added
products

- Promote product mix

- Optimize logistics

- Continue to improve
productivity and costs

- Enhance recycling business

Automotive and Industrial Machinery

Components Segment

- Streamline business structure
- Initiatives to support transition

to EVs

- Strengthen overseas business
- Expand construction

equipment sales system

- Strengthen partnerships with

customers in the Industrial
Machinery Components
business and expand the spare
parts sales business

Others

- Strengthen the positioning

of a stable source of profit
for the Group

- Create and expand new

businesses (products for
EVs, mica, etc.)

Financial targets and progress

8.0% or more
 J

FY2025 Targets EBITDA(billion yen) 5.4%
Operating profit margin
Opergting profit A5% or more —®—ROE 0.6% 0.4% 4.5% or more
margin 1.1% - 2.1% ‘ 32.0
EBITDA 32.0 billion yen o, L3 205
ROE 8.0% or more 15.2 96 11.1

10

FY2019 FY2020 FY2021 FY2022 FY?2025 Targets



Key Measures: Management focusing on asset efficiency

TOPY INDUSTRIES, LIMITED

We aim to improve capital efficiency by improving the cash conversion cycle, reducing assets by
streamlining unprofitable assets, and reviewing cross-shareholdings.

We recognize the need to stabilize equity through repayment, given the current heavy burden of
interest-bearing debt.

(billion yen)
Cash and deposits 27.1
Improvement of cash EEIUNE
i payable — 57.1
conversion cycle trade
Shorten the collection period=—==®
of accounts receivable and
strengthen inventory Accounts f
management receivable — 1442 Interest- *— Repayment 0
_ trade, bearing 849 interest-bearing
Asset reduction inventory debt debt
Streamline unprofitable D/E ratio 0.6 Continue repayments to

assets by reviewing the stabilize equity

business portfolio A
Other liabilities 35.5
Review of cross- \. Capital Policy

shareholdings

i, Returns through capital
The Board of Directors aNsZQt;: urrent 105.0 R &= policies, such as share buy-
reviews the significance of qulrt‘; olders 106.7  backs, will be made after
cross-shareholdings annually, sufficient free cash flow has
and those deemed been generated through
insignificant are divested. Investment improved profitability.
Actual reduction: —41% =@ TS 334 iers ey

(FY2015 — FY2023 book value basis) 1
X as of end-December 2023



Key Measures: Shareholder returns

Dividend target: 30—35% of profit attributable to owners of the parent company, excluding one-time
gains and losses that do not involve changes in cash and deposits. We will also consider payment of

stable dividends.

e Dividends per share (yen) «@sPayout ratio

Until FY2022, dividend payout ratio as a percentage of profit attributable to owners of

the parent company.
From FY2023, dividend payout ratio as a percentage of profit attributable to owners of 0
the parent company, excluding one-time gains and losses that do not involve changes in 120%

cash and deposits.

Profit 81%
: attributable to :
: owners of parent :

-4.5 billion yen

I | )

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 Forecast

FY2014

12



Key Measures: Strengthen IR activities

TOPY INDUSTRIES, LIMITED

The reason for the low market evaluation and high cost of capital is not only low profitability and large
fluctuations in performance, but also a lack of IR activities to understand the market. In addition to
reducing fluctuations in performance and fostering growth expectations, we will strengthen IR activities.

Market “re . . <
valuation Reduce performance volatility Fostering growth expectations g
Create schemes to mitigate the impact of the business Provide specific explanation regarding growth ?B_
@ environment, such as economic conditions and costs drivers and the equity story ~
<
o Formation of sustainable Promote business portfolio QC—J
0st 0 selling prices strategies and their disclosure o
Equity =
Reduce fixed costs through Strengthen communication of g
structural reforms, DX promotion, etc. sustainability information I
/\ Enhancement of IR Activities
= @)
Increase disclosure Expand dialogue with investors S o
—~+
: . Expand active dialogue with institutional Q. o
Market 5&::2;3??E;:igf?;zmt?ate”alS for investors, broaden contact channels 2 Z =h
arke . Increase disclosure of information (e.g., _Cregtg oppo FIUTIES 50 Gl @ e i fﬁ’,_ QD Tl
inderstanding business KPIs) individual investors S ; g
S =
_ _ IR by Top Management o3& £
Improve quality of disclosure =3
@ + Disclose information related to the Enhance performance forecasts « ‘
business environment (e.g., industry
demand trends, major cost fluctuations) Enhance English-language '
EISC|OSG business models (e.g., sales mix disclosure
y product)

13



Key Measures: Reduction of liquidity risks

TOPY INDUSTRIES, LIMITED

We recognize the need to increase current trading volumes and reduce liquidity risks in order to
improve the stock price. We will work to strengthen IR, targeting active individual investors and
foreign institutional investors.

Recent volume: approx. 65,000 shares (¥180 million) (3-month average from Dec. 2023 to Feb. 2024)

Current shareholder structure

(as of end-Sept. 2023) Participate in individual investor

events

- Hold individual investor briefings
Individuals

Strengthen
engagement  gypand English-language
Foreigners disclosure and improve immediacy

Improve recognition of the
company

_ Utilize general publicity through
Shareholder structure is set branding and SNS

to shrink after reduction of
cross-shareholdings

14



Reference: Examples of strengthening IR activities (in FY2023)

TOPY INDUSTRIES, LIMITED

Disclosure of supplementary materials for quarterly financial results Participate in individual investor events
e / / . o

20234E <_' 20235 <_l

5 1 PR 8 3 MR
BB ' BEARR <
Increased disclosure information Physical events Online events
@Business KPIs @ Demand trends Expansion of tools for dialogue with institutional investors
mere B ux Lo [QABD] hE—TH. 2Qi3MINE, EHLE J
Cralhie 3 - - N o « AT logmi Finance FHEELSEE - R <_,
bi-3 -] 555 546 .9
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=8 158 136 L2 oo 200 20 g - . » R Yy,
E a eas s b BREREEEEER  BBREEREERE L/ 000000 s
&t 713 682  ~31 . BN b= IYAATE
_ . |18 ooror
B 113.2| 1135 0.3 . . )
: x C @@ T o 1

B »numma

]

/;:::'se';; 536| 499 3.7 “3E E R ; |B mAsamasms
x/:.{.bk-g; 506 636 40 et T s v 1 S s es PR el v t::::“ re-Temsan =
@®Business models @ Major cost fluctuations Provided video briefings along with transcripts

Enhance English-language disclosure

— "

Provided English
Sl e translations of financial
for FY2023

(April 1, 2023 - September 30, 2023) results reports as well as
briefing materials
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