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Itoki (TYO: 7972)

2Q operating profit and ordinary profit in line with
company expectations. Good visibility towards
consecutive highest profits.

<> FY12/2024 2Q financial highlights: operating profit and ordinary profit down slightly but
in line with expectations

Itoki's financial results for 2Q FY12/2024, announced on 5 August 2024, showed a slight YoY
decline in operating profit and ordinary profit, although net sales and interim net profit
attributable to owner of parent reached an all-time high. On a cumulative basis, sales were
72.51 billion yen (+6% YoY), operating profit was 6.86 billion yen (-2% YoY), ordinary profit
was 6.83 billion yen (-3% YoY), and net profit attributable to owners of parent was 5.08
billion yen (+8% YoY). The company states that these are in line with its expectations.

Compared to the extremely strong first quarter, the current results appear weaker. However,
there are many positive aspects to evaluate. The company is steadily increasing revenues in
response to rising demand from customers for office renovations and relocations; it is
expanding strategic expenditure to raise wages, recruit specialist personnel and strengthen
its IT infrastructure, and is planting the seeds for future growth; operating profit and
recurring profit are only slightly down YoY; the decline in gross profit margin is not due to a
fall in profitability in each business, but to a change in the composition of sales. There is no
need to regard these results as dampening the growth strategy.

Note that in PL, there was an extraordinary gain from the sale of non-business real estate
and an extraordinary loss from the provision for related losses, while in BS, there are many
points of interest, such as increasing short-term borrowings to acquire treasury shares and
shorten the site for payables, and acquiring shares in a logistics subsidiary.

Another factor compensating for the slight decline in operating profit and ordinary profit is
the increase in the dividend. It was announced that the dividend per share will be 55 yen,
compared to 42 yen in the previous year and 52 yen in the initial forecast for the current
year. The dividend payout ratio will be 38.4% for the current financial year, compared to
32.2% in the previous year, bringing the payout ratio close to the target of 40%. The dividend
increase is a favorable decision for the company, which aims to pay a sustainable and stable
dividend and shows its growing confidence in its business. The dividend yield is now
approximately 4.3%, making the company more appealing to investors looking for a high
dividend yield and stable growth.

<> Full-year forecasts: company forecasts unchanged, with consecutive record profits.

The company's full-year forecasts remain unchanged and call for sales of 137.5 billion yen
(+3% YoY), operating profit of 10.0 billion yen (+17% YoY), ordinary profit of 10.0 billion yen
(+16% YoY) and net profit attributable to owner of parent of 7.0 billion yen (+18% YoY) - in
other words, the highest earnings in consecutive years.

Compared with the second half of the previous year, an increase of approximately 300
million yen in sales and 1.6 billion yen in operating profit would be required, but in terms of
sales, demand for office renewals has strengthened nationwide, and the amount of business
held is 4.8 percentage points higher than initially expected. In terms of profit, in addition to
efforts to improve the gross margin, the effect of the price revision implemented in July is
also expected, and the build-up of strategic expenditure that began in the second half of the
previous year is also likely to run its course. At present, visibility for the full-year forecast is
good.

<> Additional points of interest presented at the results briefing

The names of 20 individual companies that have introduced Data Trekking, which embodies
Office 3.0, were introduced. Next, it was explained that, as part of the supply chain reform,
Itoki Engineering Service was integrated on 1 July, that the creation of a system to create
projects from the upstream would progress, and that, concerning this, the company had won
its first major project, which was expected to start contributing to earnings in 4Q. Finally, as
examples of new market entries, the release of a dispensing picking system and special doors
for disaster prevention shelters is scheduled for the next fiscal year.

<> share price trends and future points of interest

The company's share price has been on an upward trend since President Minato took over
but entered an adjustment phase during the year under review.

However, the enthusiasm for investment in human capital due to the shortage of working
people in Japan is qualitatively changing the way offices are being used, and the company's
efforts to respond to this by providing enhanced customer value remain firm in the
company's approach. The share price will likely return to an uptrend as it becomes more
confident that the company will meet its forecasts for the current fiscal year and that its
growth strategy for the next fiscal year and beyond will take shape.
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Dividend Yield (24/12 CE) 4.09%
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Points of interest

In the immediate term, how will the
achievement of the FY12/2024 full-year
forecasts be assured?

In the medium term, progress in the seven
key strategies of the RISE TO GROWTH
2026 medium-term management plan (in
particular, capturing and deepening
demand for increased office productivity,
the Office 3.0 area, the specialised
facilities area, maximising Group synergies,
strengthening human capital and its
results, and further evolution of capital
cost management).

In the longer term, the focus will be on the
changes in the revenue structure brought
about by becoming a partner in improving
customers' office productivity and how the
company's valuation axes will change as it
expands into non-office areas and
overseas.

This report (Company note) has been prepared
at the request of Itoki Corporation. For details,
please refer to the Disclaimer on the last page.
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Company profile

Itoki Corporation (Itoki) is an office furniture manufacturer that designs tomorrow’s “workstyles”. It was founded in 1890. In
addition to office furniture manufacturing, the company is also involved in construction and interior decoration. In 2022, Koji
Minato was appointed president, and the company's corporate structure has been transformed under his leadership. The company
has advocated Office DX and Office 3.0 and is working to add high value. Under its three-year medium-term management plan, RISE
TO GROWTH 2026, which ends in FY2026, the company is promoting the priority strategy ‘7 Flags’ and ESG strategies under the
theme of ‘enhancing sustainable growth’. The plan aims to achieve sales of 150 billion yen, operating profit of 14 billion yen and

ROE of 15% in FY2026.

Key financial data

Unit: million yen

2019/12

2020/12

2021/12 2022/12

2023/12

2024/12
CE

Total assets

Total Debt

Free Cash Flow

ROA (%)

Shares Outstanding (Milion shrs)

116,210

123,324

Source: Omega Investment from company data, rounded to the nearest whole number.
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Quarterly topics

[Analysis of factors contributing to changes in operating profit in the first half of the year)

Factors contributing to changes in operating income 222 ITOKI
(Year-on-year comparison analysis)

Unchanged from the same period of the previous year, due to the effects of gross
profit margin and the augmentation of SGA, despite the sales growth thanks to the
Key strategies 7 Flags in the Medium-term plan and the reduction of distribution
costs.

Rise in profit through the

sales growth
« Workplace Business

(Unit: ¥100 million)

( . Augmentation of SG&A expenses
Gross profit margin + Raise in wages and recruitment of

« Impact of product mix in specialized personnel as part of investment in
Workplace Business human capital

« Fortification of the IT base for promoting
| DX, etc.

Reduction of distribution costs
- Improvement in the profitability of
logistics services through the Key
strategies 7 Flags in the Medium-term
plan

Down 130
million yen
year on year

Dec. 2023
Second quarter

Dec. 2024
Second quarter

Source: Omega Investment from company materials

[Status of business negotiations in FY2024]

SN
AN
LN

Status of held business negotiations about FY 2024 [TOKI

- Total of workplace business and eguipment public business
+ ratio of held business negotiations in the current period when the held deal amount for the same period of the previous year is set as 100 : Amount based

| As of the middle of July 2024

+4.8pts
<Reference> As of the beginning of February 2024
(Disclosure materials on February 13) (%) e e
1
1
®) 105.7 1 107.2 106.4
1100 100
1024 1028
a1 Qz Q3 [+ ] 15t Halfj 2nd Halt Fyzoze
1st Half 2nd Half FyY2024
(Actual) (Prospect) (Prospect)

Source: Omega Investment from company materials
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Quarterly topics

[Analysis of factors behind the increase/decrease in operating profit forecast for the second half of the year]

Expected increase/decrease in operating income (from the

second half of the previous fiscal year)

AN

A
LY

2 [TOKI

Rise in profit through sales
rowth

+ Workplace business: +1.1 billion yen

FY 12/23
2 half
(cumulative total)

Rise in profit through the improvement in
gross profit margin

« Workplace business: + 500 million yen

+ Equipment and public works-related business: +300
million yen

Source: Omega Investment from company materials

[unit: 100 million yen)

( Augmentation of SG&A expenses
- Raise in wages and recruitment of
specialized personnel as part of investment
in human capital
- Fortification of the IT base for promoting

Up 1.6
billion yen
year on year

FY 12/24
2 half
{cumulative total)

[Progress of the 7 Flags, the key strategies of the medium-term management plan]

Progress of Key strategies: 7 Flags

01

02

03

04

05

06

7Flags

Office1.0.72.0 domain

Office3.0 domain

Domain of specialized facilities

Profitability improvement
SCM reform

Business operation process
reform (DX)

Synergy among group
companies

Human capital

Financial slrallnglv

First half (one example)

Exhibition at Orgatec
Mew products

Launch of Data Trekking
Cooperation with AKARI
Cooperation with RFLocus

Strategic strengthening of human resources in the equipment and
engineering fields (recruitment of personnel from Hanoi University
of Sdence and Technology)
Release of MAGEIT (Dalton)

Start of a project for developing a next-generation production
system (restructuring of the production system)

Start of a project for reforming the logistics system

Start of a project for reforming the engineering system
Acquisition of Soua (to strengthen the legistics system)

P ion for IES ir Gon B i it of the engi
department (st ini reform)

Start of a project for structural reform of Dalton

Acquisition of Soua (the same as *04)

{Reduction of cash outflow from the group)

Start of discussions on the in-house manufacturing of Dalton
products

through or

Forming a partnership with Hanoi University of Science and
Technology

Hangi, acceptance of interns

July: conclusion of a memorandum for advanced non-Japanese
persennel with Shiga Prefecture

Renovation of Kyobashi CILK

Renovation of Nagoya Office

Update of our website

Group-wide meeting with 1,000 participants

Sale of assets for non-business purposes
Start of provision of shareholder benefits

Source: Omega Investment from company materials

222 ITOKI
S
reLd

Second half (one example)

Price revision (July 2024-)

Revamping of XORK11F

Release of new products {co-working goods, ADDCELL Hexa, etc.)
Project for business talks for large-scale projects

Coming Soon !

Coming Soon !

Start of ERP {marketing)
Coming Soon !

Start of ERP {marketing}
Coming Soon |

Revamping of XORK11F

Selectable training (for each organization)

Enrichment of the talent management system

Strengthening of the talent pool for female managers

Appropriate staffing through the transfer among group companies
(enhancement of recruitment and utilization of seniors)

Securing of various options for fund procurement
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Financial data (quarterly basis)

Unit: million yen

Cash & Short-Term
Investments

Shares Outstanding
(milion shrs)

2022/12

2023/12

2024/12

Source: Omega Investment from company materials
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Financial data (full-year basis)

Unit: million yen 2013/12

2014/12

2015/12

2016/12

2017/12

2018/12

2019/12

2020/12

2021/12

2022/12

2023/12

Shares Outstanding (milion shrs) 52.14
Source: Omega Investment from company materials
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General disclaimer and copyright

This report was created and displayed based on interviews with the company concerned and financial
statements, but we do not guarantee the accuracy, completeness, or credibility of the content and data.
This report is for informational purposes only and is not intended to solicit or recommend investment.
Omega Investment is not responsible for the consequences of using this report.

This report is informed by the target company through interviews with the target company, but the

hypotheses, conclusions and all other content contained in this report are based on research by Omega
Investment.

Intellectual ownership, including copyrights of the text and data, belongs to Omega Investment.
Distribution, transfer, reproduction, transfer or other use constitutes copyright infringement of this report
and is strictly prohibited.

Omega Investment Co. Ltd.

E-mail: info@omegainv.com

KS Floor, Risona kudan building 5F, 1-5-6, kudan-minami, chiyoda-ku,
Tokyo, Japan
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