Omega Investment

Itoki (TYO: 7972)

Full-Year Earnings Registered Record Highs: Rising Expectations for
Achieving the Medium-Term Management Plan Through Further Revenue
and Profit Growth

<> FY12/2024 full-year financial highlights: Record-high revenue and operating profit

On February 13, 2025, Itoki announced its full-year earnings results for FY2024, with revenue,
operating profit, ordinary profit, and net income attributable to owner of parent all reaching
record highs. Revenue was 138.46 billion yen (+4% YoY), operating profit was 10.07 billion
yen (+18% YoY), ordinary profit was 10.00 billion yen (+16% YoY), and net income attributable
to owner of parent was 7.18 billion yen (+21% YoY), achieving the company’s earnings
forecast. Revenue increased for the third consecutive year, and operating profit for the fifth
consecutive year, with ROE at 13.8% (+2.5pt YoY), and an employee engagement score of
82.5% (+7.8pt YoY).

The primary growth driver was the Workplace Business. Amid rising demand for office space
renewals as a pillar of investment in human capital by customers (such as recruitment,
retention, and productivity improvement), Itoki expanded its comprehensive business
strategy beyond the Tokyo metropolitan area by providing integrated services, including
design, specification, and construction. As a result, profitability improved not only through
product price revisions but also through multifaceted cost optimizations.

On the other hand, the Equipment & Public Works-Related Business saw a slight decline in
revenue and operating profit. While demand for research facilities remained strong, public
facility equipment revenue declined as expected. Additionally, due to rising material costs
and labor shortages, the construction of logistics facilities was delayed, impacting the timing
of revenue recognition. However, profitability was maintained, and the overall proportion of
this segment in total earnings remained small.

Furthermore, investments were made in personnel expenses, DX promotion costs, and the
showroom/head office renovation, resulting in a well-balanced earnings outcome rather than
an excessive focus on profitability.

Orders for the Office 3.0 area that manages office space data to monitor and propose
productivity improvements, reached 60 cases, significantly exceeding the target of 40 cases.

While operating cash flow turned negative at JPY -1.0 billion, this was mainly due to a
temporary increase in payments following the abolition of promissory notes.

Additionally, in November 2024, the Japan Fair Trade Commission warned about potential
violations of the Antimonopoly Act concerning payments to logistics contractors. However,
financial adjustments for past transactions have been completed, and the major payments
have already been settled. The company has also made progress in ensuring transaction
fairness and compliance, reducing concerns related to this issue.

<> Further strengthening of corporate structure

In addition to compliance improvements, four key topics were highlighted in the latest
earnings announcement:

1. Credit rating acquisition: In January 2025, Itoki obtained a new issuer rating of "A- (Stable)" from the
Rating and Investment Information, Inc. (R&I). This paves the way for flexible debt financing beyond
bank reliance.

2. Abolition of anti-takeover measures: This move demonstrates management’s confidence while
ensuring that potential acquirers who can enhance corporate value are not unnecessarily obstructed.
This will attract more investors interested in holding the company’s stock.

3.SCM system implementation: The new SCM system is scheduled to go live in June 2025, seven months
later than initially planned. Once operational, it is expected to significantly enhance overall labor
productivity.

4.Board governance enhancement: The company plans to increase the number of external directors,
with formal approval expected at the 75th Annual General Meeting of Shareholders on March 26, 2025.
As a result, the board composition will shift from 5 internal and 3 external directors to an equal
balance of 4 internal and 4 external directors. The two new external directors are expected to
contribute to capital cost management, compliance reinforcement, and human resource development.
Furthermore, Itoki promotes appointing external executive officers and younger leadership, indicating
strong momentum for corporate transformation.
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Points of interest

e Confidence in achieving the FY2025
earnings forecast

e Expectations for profit growth in the final
year of the medium-term management
plan (FY12/2026), mainly through
improved operational efficiency and
group synergies

e The emergence of growth drivers beyond
the current medium-term management
plan (Office 3.0, specialized facility
business, overseas expansion)

o Stabilized earnings growth through the
contribution of recurring revenue

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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<> FY12/2025 Full-Year earnings forecast: Continued revenue and profit growth expected

The company has announced its FY12/2025 earnings forecast, targeting revenue of 145.0
billion yen (+4% YoY), operating profit of 11.5 billion yen (+14% YoY), ordinary profit of 11.5
billion yen (+14% YoY), and net income attributable to owner of parent of 8.0 billion yen
(+11% YoY), aiming for consecutive record-high earnings.

The Workplace Business is expected to continue driving growth, supported by a favorable
business environment and the company's optimal strategies, as we have seen. Based on the
current sales pipeline, the earnings forecast appears reasonable.

Additionally, the annual dividend per share is expected to increase by 10 yen to 65 yen, with
a projected payout ratio of 40%.

<> Share price trends and future points of interest

Since 2022, Itoki’s stock price has risen significantly until April 2024. However, it has since
stabilized in the 1,500-1,600 yen range, which is in line with earnings progress.

Following the latest full-year earnings announcement, the stock price briefly rose to 1,812
yen, suggesting a potential new upward phase, but it is currently hovering around 1,650 yen.

This stock movement reflects the continued revenue and profit growth and improving ROE,
which support the stock price. However, the profit growth has slowed compared to previous
years, making it harder to identify the next catalyst for a stock price rise.

For the stock to resume a steady upward trend, several factors will be crucial:

1.Progress in FY12/2025 earnings performance.

2.Higher confidence in revenue and profit growth for FY12/2026, the final year of the

medium-term management plan, particularly with expectations of a 2.5 billion yen
operating profit increase driven by operational efficiency improvements.

3.The emergence of new growth drivers beyond the current medium-term management
plan, including the Office 3.0 area, the specialized facilities area, and overseas expansion.
4.Strengthened recurring revenue and stable earnings growth.

5.A long-term outlook on financial targets and the company’s M&A strategy remains a key
investor interest.

As with last year, these key points may be addressed if an IR Day is held around mid-year.
Investors should closely monitor earnings progress and management’s responses to these
factors.
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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

Shares Outstanding (Milion shrs)

it: mill
Unit: million yen 2020/12 2021/12 2022/12 2023/12 2024/12 Zoiiflz
116,210 115,905 123,324 132,985 138,460 145,000

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

[Highlights of full-year results)

Highlights of full-year results 222 ITOKI

Sales: Grew for the third consecutive fiscal year, hitting a record high.
Operating profit: Increased for the fifth consecutive fiscal year, hitting a record high for

the second consecutive fiscal year.

Sales Operating profit Net income

138.4 bitiion yen 10 billion yen 1.1 vition yen

7_%2???8_395:32;:“ oanrgyi:;r) (Achievement rate: 102.6%)
+4.1% Yov ..|I +18.2% Yoy .-It +21.6% vov IN
ROE Payout ratio Engagement score
13.8« 37.4 82.54
Dividend: up 13 yen A

(42 yen in 2023 — 55 yen in 2024) o)
1 2.5ptsYoY I +5.2 pts YoY A +7.8 pts YoY

Source: Company material

[Analysis of changes in operating profits ]

Factors in Increasing/Decreasing Operating Profit %% ITOKI
(Analysis of Results in FY 2023 and FY 2024) e

Sales growth, the improvement in gross profit margin offset
SGA expenses increase, so profit grew considerably. (Unit: 100 million yen)

Augmentation of SGA

- Raise in wages and recruitment of specialized personnel as part of investment in
human capital

- Renovation and opening of the head office and showroom (ITOKI DESIGN
HOUSE) ., Fortification of the IT base for promoting DX, etc.

* Execution of expense controls other than strategic spending

Improvement in gross profit margin

+ Improvement in nonconsolidated operating
profit and gross profit of Itoki through the +8 Al4
structural reform project (39.2%—41.1%)  [IEEEEEEE— 0 0 ™ T T e o o e

- Impact of Decrease in revenue of Equipment
& Public Works-Related Business

""""""" 100

Rise in profit through the
sales growth
- Workplace business: + 3 billion yen

+1.5
Billion yen
YoY
85
Results in FY Results in FY
12/23 12/24

Source: Company material
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Quarterly topics

[Performance in each segment]

Performance in each segment

W Workplace Business

A
s
st

ITOKI

+ Net sales were strong primarily from renovation projects to accommodate new hybrid work styles and office relocations.
- Profit grew thanks to sales growth and the rise in profit margin through the improvement in value we offer.

W Equipment & Public Works-Related Business

- Decrease in revenue due to the expected shrinkage of demand for equipment for public facilities, such as the display cases for museums
and art museums, which was strong in the same period of the previous year, in addition to Schedule delays in equipment for logistics facilities

due to high material costs.

- Decrease in profit due to the expected drop in sales of equipment for public facilities, such as the display cases for museums and art museums

- — Results for FY
(Unit: ¥100 million) 12/23
Net sales 945
Workplace Business Operating profit 62
[Operating (6 60
margin] (6.6%)
Net sales 368
Equipment & Public . :
Works-Related Operating profit 19
Business [Operating P
; (5.2%)
margin]

Source: Company material

Results for FY

12/24

345

18

(5.4%)

[Earnings forecast for FY ending December 2025]

Increase/decrease

Earnings forecast for FY ending December 2025

Increase rate
+8.2%
+29.2%
(+1.3pts)
6.2%
2.6%

(+0.2pts)

Jan. 1 -Dec. 31, 2024

Full year forecast

Achievement

Amount =5

990 103.2%

80 100.0%

(8.1%) -
370 93.2%

20 90.0%

(5.4%) -

222 ITOKI

- As we will implement the priority strategy “7 Flags” in the 2nd year of the medium-term management plan, consolidated

sales are expected to grow 4.7% (9.5% for the workplace-related business and

related business) .

- Consolidated operating profit is projected to increase 14.1% to 11.5 billion yen.

[Consolidated] Results for FY 12/24 Forecast for FY 12/25

Sales
Operating profit
Ordinary profit

Profit attributable to owners of parent

(Operating margin

[ Segment ]

Net <

- Operating profit
Workplace Business Haranng:pron

Equipment & Public
Works-Related
Business

Source: Company material

1,384
100

100

(7.3%.

Results for FY 12/24

1,022

1,450
115
115

80

(7.9%)

Forecast for FY 12/25

1,120
96

8.6%)

315
18

5.7%)

Jan. 1 -Dec. 31, 2025

8.9% for the equipment/public business-

Unit: 100 million yen

Increase/decrease

Amount

Increase Rate

+4.7%
+14.1%
+14.9%

+11.4%

Increase/decrease

Amount

+98

Increase Rate

+9.5%

+19.3%

+0.7pts)

A3.1%

+0.3pts)
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[Earnings forecast for FY2025 in the Medium-term Management Plan ]

Numerical goals of Medium-term Management Plan 222 ITOKI

150 billion yen
Sales 150 billion yen

Operating profit 14 billion yen

Numerical : .
Operating margin
goals for P g 9 9% 145 b 14
2026 ROE 15% S
138.4 billion yen
11.5
Sales Billion
132.9 billion yen yen
Operating 10
profit i
8.5 billion
billion yen
yen 2023 2024 2025 2026
HOP STEP

Source: Company material

[Status of held business negotiations in FY2025]

Status of held business negotiations in FY2025 22 ITOKI

FY2024 FY2025
(%) (As.of the beginning of Feb. 2024) (%) (As of the beginning of Feb. 2025 )
114 112
103 102 103 109
100 100 =
1st Half 2nd Half FY2024 1st Half 2nd Half FY2025
(Forecast) (Forecast) (Forecast) (Forecast) (Forecast) (Forecast)

+ Consolidated (Sum of Workplace Business and Equipment & Public Works-Related Business)

- Percentage of deals held in the current period when the amount of deals held in the same
period last year is set as 100 : Amount based

Source: Company material

Itoki (7972)| 2025/3/6



f ) Omega Investment

Financial data (quarterly basis)

Unit: million yen 2022/12 2023/12 2024/12
R 1 | 2 | 3Q | 4 | 1 | 2 | s | Q
[(income statement) | | | | |
sales | 33363 36965 25| 28667 36128  40918| 31502 20613 36337
vearonvyear | ar%| ae%| 90% |  94% ¢ 83%| 07%| 12%| 33%| 0.6%
| Cost of Goods Sold (COGS) | 38| 226 18955 | 17483 200 24585 19888 | 17684 21,182
Gross Income | 11979 1a7a9| 122700 1184 03| 16373 11,704 11969| 15155
| Gross Income Margin | so%| w9%| 393%|  300% 9% w00%| 0% 104%| 7%
sceAExpense | 11484  9970| - 10047 11,006 12604  10333| - 10878 11,029] 12,883
€8T (Operating Income) |« as|  amme| 23] 1| 1344 eos0| 826 s0| 2279
vearonyear | 403%| 05%| aaa9%| 1622%| 1715% | 264%|  -628%|  4281% | ¢ 69.6%
| Operating Income Margin | - 1s%| 2% 7% oe%| 37%| wusn| 26%| 32%| 6.3%
N R 2906 90| 2079 6753 1582  1684| 3173
[Pretax Income | 3351  agoa| 2275 63| 06|  6006| - 1328 1035 1702
[ Consolidated Net Income | 1,767|  3207| vain| 202 o7 an0a] o8s| - 725 1409
[ Minority Interest | a0 1 o o] o] 2 1 ul 25
[Netincome ATOP | 1777 3286 - van| 202 96| 4101 85| 714] 1383
vear-onyear | - a623%| 2% 389.9% | 2270%| an0%| 2a4%|  302%|  2535%| 38.9%
Netincome Margin | s3%| 8o%| as%|  or%| 28%| 00% 3% 24| 3.8%

Cash & Short-Term
Investments

Shares Outstanding
(milion shrs)

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

Unit: million yen 2014/12 | 2015/12 | 2016/12

2017/12

2018/12

2019/12

2020/12

2021/12

2022/12

2023/12

2024/12

Shares Outstanding (milion shrs) 52.14 52.14 52.14 52.14 45.61 45.66 45.66 45.66 45.66 45.66 53.38
Source: Omega Investment from company materials
Itoki (7972)| 2025/3/6 8
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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



	スライド 1
	スライド 2
	スライド 3
	スライド 4
	スライド 5
	スライド 6
	スライド 7
	スライド 8
	スライド 9

