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M Financial and Capital Strategies: Past and Future

We answer your
questions!

Q&A by CFO
Hideki
Somemiya

Resonac transitioned to Phase 2 of its Long-Term Vision in 2026.

It has been four years since we established our Long-Term Vision in 2022. Having completed our integration, we have ad-

vanced structural reform and rebuilt our financial foundation, and we are now entering a “phase to realize growth.”

Here, CFO Hideki Somemiya answers questions asked by internal and external stakeholders about Resonac’s past and future.

When you became CFO, how did you
Q assess the financial position of
Resonac (then Showa Denko)?

To be honest, our financial position at the time
0 was “extremely difficult” by any measure.

In 2021, when CEQ Takahashi (then CSO of Showa
Denko) asked me to become CFO of the newly integrated
company, my first question was: "Why did you proceed
with the Hitachi Chemical acquisition at such high
leverage?”

The answer | got was: "l want to change the concept of

what a large Japanese company can be.” That conviction

and vision moved me deeply, and | resolved to take on
the challenge.

At that time, what | took most seriously was, needless
to say, the sheer scale of interest-bearing debt. Without
addressing this, we would not be able to take the next
step. Sustaining high levels of capital investment in our
growth businesses while simultaneously rebuilding our
financial health required more than operating cash flow
alone.

Therefore, we moved decisively and boldly to divest
non-core assets and transfer non-core businesses.
Specifically, we sold the former plant site in Yokohama
City, the former Daimon Head Office, and our entire
portfolio of listed cross-shareholdings, and transferred
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17 businesses with a combined value exceeding ¥200.0
billion. Selling the former Daimon Head Office was not
easy, as many stakeholders had a strong emotional
attachment to it. However, based on the judgment that it
was necessary for the future of the organization, we
went ahead with the sale.

As a result of these efforts, our Net Debt/EBITDA ratio
improved from an extreme of 14.7x immediately after the
Hitachi Chemical acquisition (at the end of 2020) to 3.5x
by the end of 2025.

From a CFOQ’s perspective, how do
Q you assess Resonac’s current
financial position?

| mentioned that our Net Debt/EBITDA ratio has
e improved, but we have not yet reached the "3x”

level that many investors treat as an informal
upper threshold.

That said, if conversions of the convertible bonds
issued in 2024 continue to progress, a portion of the debt
is deconsolidated through the partial spin-off of Crasus
Chemical, and we sustain steady debt repayment of
roughly ¥10.0 billion to ¥15.0 billion per year, | believe we
can reach that level within a relatively short timeframe.

To be honest, however, we do not intend to be satis-
fied simply by bringing our Net Debt/EBITDA ratio below
3x. We believe a stronger financial foundation is neces-
sary to pursue larger growth opportunities in the
future.

Resonac aims to be a “World-Class Functional Chemi-
cal Company.” To achieve this goal, we need to invest in
further growth opportunities in a timely and decisive
manner, matching and ultimately surpassing our bench-
mark peers.

To make that path clear, we have set the following
KPIs.*

* Key Performance Indicators

(1) EBITDA margin: 20%
(2) EPS: ¥500
(3) ROIC: 10%

These indicators serve as a vital compass, guiding the
direction we must take.

Is there an order of priority for the
Q three KPIs—an EBITDA margin of
20%, EPS of ¥500, and ROIC of 10%?

Based on our business structure and analysis of
0 global benchmark peers, achieving both revenue

scale and capital efficiency is essential for
Resonac to compete on the world stage. We have
therefore set a goal of “achieving ROIC of 10% while
maintaining revenue of ¥1 trillion.”

We regard the EBITDA margin and EPS as important
milestones on the path to achieving ROIC of 10%. The
expected sequence of achievement is: (1) EBITDA margin
of 20%, (2) EPS of ¥500, and (3) ROIC of 10%.

On (1), with the completion of partial spin-off of Crasus
Chemical, the target is within reach. On (2), | believe the
target is achievable within a few years through continu-
ous margin improvement and minimizing non-recurring
losses. | see (3) as a natural extension of the first two. By
completing our structural reforms and concentrating
invested capital in higher-growth, higher-return busi-
nesses, | believe this is by no means a distant target.

Profitability
metrics and target
levels

Path to achievement

Achievement is within reach through the
completion of a round of portfolio reforms
EBITDA margin: and growth in semiconductor and elec-

20% tronic materials. We manage our business
operations to ensure stable achievement
even during downcycles.

In addition to achieving EBITDA margin
targets, our goals are well within reach
by reducing losses from non-recurring
items to approximately ¥10.0 billion per
year as portfolio reforms complete a
cycle.

EPS: ¥500

We aim to achieve this by concentrating
resources in high-profitability areas and
ROIC: 10% pursuing further growth to become a
company that can compete on the world
stage.
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As CFO, what do you consider most
Q important for achieving our ROIC
target of 10%?

Concentrating resources in semiconductor and
Q electronic materials—our high-profitability

areas—to accelerate business growth is our
fundamental policy. Meanwhile, as CFO, | also have
many issues to address.

From an investment standpoint, we have been focus-
ing investments on semiconductor and electronic materi-
als fields to enhance capital efficiency and have been
steadily improving ROIC. However, the investment
environment will change going forward. For example, in
“JOINT3," a consortium focused on developing materials,
equipment, and design tools for panel-level organic
interposers, upfront investment such as equipment
installation is increasing, which carries the risk of
weighing on ROIC in the short term.

We nonetheless concluded that this is a field where
Resonac can win, and one where we can expect high
returns over the long term. That is precisely why we
decided to invest despite the risks, and why we have
communicated that growth story carefully through news
releases and media channels.

We see the resulting movement in our stock price as a
sign that investors have recognized our efforts. We
believe this reflects the market’s understanding of our
strategic story: by leading JOINT3 and co-creating with
customers and participating companies, Resonac can
supply materials aligned with customer roadmaps and
drive further growth in our semiconductor materials
business.

We will continue to engage in close dialogue with the
business side, evaluating whether investments are
truly worthwhile from the perspective of medium- to
long-term corporate value creation, rather than judg-
ing solely based on short-term impacts on
performance.

On a personal note, | sometimes feel a slight sense of
unease precisely when our debt is declining steadily. |
recognize that some advocate for debt-free management
or prioritizing shareholder returns over growth invest-
ment, but | want to state clearly that | disagree with that
view.

The role of CFO spans many responsibilities, but its
essence is taking risks, investing in growth areas, and
expanding the business. And | believe it also means
explaining those decisions clearly to our stakeholders.

That, in turn, should translate into returns for our
shareholders.

What message would you like to
Q share with investors as we enter
Phase 2?

the semiconductor materials field will never

waver. The semiconductor market itself is
expected to continue growing significantly. Yet, looking
across the value chain, we feel that the materials
field—and back-end materials in particular—has yet to
be fully recognized. In recent years, as the industry has
entered what is called the More Than Moore era, the
importance of materials has grown. Yet, materials
account for only about 5% of the overall semiconductor
market. | find it deeply frustrating that this share re-
mains so far behind semiconductor manufacturing
equipment business, which represents roughly 10% of
the market. That is precisely why we at Resonac aim not
merely to benefit from market growth, but to enhance
the presence of the materials field itself through propos-
al-driven development.

By applying our technological strength and develop-
ment capabilities to uncover and address customers’
latent needs, we aim to enhance the value we deliver.
The result we seek is to reclaim the share that the
materials field has long been denied—and that is Reso-
nac's next challenge. JOINT3 is a key initiative in pursuit
of that goal. We intend to deliver tangible results here
and earn greater recognition from our customers and
the market.

Having completed our second founding, Resonac
entered Phase 2—our full-scale growth stage—in 2026.
As CFO, I will continue to fully commit to management to
ensure we become a leading presence that drives the
enhancement of our presence in the materials field.

0 Resonac’'s commitment to continue winning in
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M Financial and Capital Strategies

Introduction

Chief Financial Officer
(cFo)

subordinated loans with senior loans.

there.

Four years have passed since the effective integration of the former Showa Denko
and the former Hitachi Chemical. In 2025, the final year of "Phase 1," the results of
our cumulative efforts became clearly visible in our numbers for the first time. Core
. . operating profit reached a post-integration high, and our stock price rose sharply,
Hideki reaching a level surpassing ¥10,000. We analyze that these are the result of semi-
Somemiya  conductor and electronic materials—for which we have continued preparations even
during the downcycle—manifesting as earnings along with the market recovery, in
addition to the fact that uncertainty and skepticism toward the Company that had
remained in the market were resolved all at once. In terms of financial health as well, while debt levels remain somewhat
high, we have steadily advanced the normalization of our balance sheet through measures such as refinancing half of our

However, we are by no means satisfied with these results. In this section, we set out the P&L and balance sheet profile
we aim to achieve over the medium to long term, and explain the financial and capital strategies we will pursue to get

I Vision for Our P&L

We aim to build a solid P&L that achieves both high
absolute profit levels and strong profitability. Currently,
the Semiconductor and Electronic Materials segment
generates the majority of our core operating profit.
Going forward, we intend for this segment to account for
more than half of revenue as well, rising to approximate-
ly 60% to 70% within a few years. This will further ad-
vance the qualitative transformation of our revenue base
and enable sustainable profit growth.

We have been actively reshuffling our businesses,
targeting a company-wide EBITDA margin of 20% as a
benchmark, with the goal of establishing a higher-profit-
ability business portfolio. In the near term, this process
has temporarily inflated non-recurring items equivalent
to disposal losses. We plan to reach a defined milestone

(The figures for 2022 are based on Japanese Generally

in our portfolio reform early, then reduce net non-recur-
ring items to approximately ¥(10.0) billion, steadily
narrowing the gap between core operating profit and
operating profit.

Through these twin drivers of business growth and
non-recurring item reduction, we believe we can achieve
our current EPS target of ¥500 (net income of approxi-
mately ¥100.0 billion) in the not-too-distant future.
Beyond growing our high-profitability areas, we will
redeploy capital previously tied up in low-profitability,
asset-heavy operations into higher-profitability areas.
This will allow us to achieve the ambitious dual target of
“revenue exceeding ¥1 trillion” and “ROIC of 10%."

focr‘:;g;e; g;‘:uf;“é”a“rggbz;gg‘(E’;E‘SFEJSG]AAPJ- while thase Targets 2022 2023 2024 2025 2026 forecast
EBITDA margin 20% 12.2% 8.2% 13.7% 15.1% 17.9%
z Dt e 15.2% 9.4% 16.6% 18.4% 21.6%
EE EPS ¥500 ¥179 ¥(36) ¥407 ¥160 ¥425
a Adjusted EPS ¥239 ¥71 ¥423 ¥506 ¥619
ROIC 10% 3.3% 1.5% 5.2% 6.2% 7.5%
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I Vision for Our Balance Sheet

We aim to build a balance sheet that is both resilient and
efficient. By reducing our debt level, we will expand our
financial flexibility while remaining mindful of our cost of
capital and maintaining an appropriate balance between
debt and equity.

Our analysis already puts our cost of equity at
around 10%. With our debt level declining and our stock
price rising, our WACC*' has also risen compared to
previous levels. We therefore do not believe that simply
continuing to reduce our outstanding borrowings is
necessarily the optimal solution. Domestic materials
manufacturers in particular tend to target a net cash
position, but we believe we should make rational use of
the leverage available to us at a low debt cost in the
1% range.

In fact, it is not uncommon for global peers with a
profit scale similar to ours to carry Net Debt of around
¥500.0 billion. These companies carry a Net Debt/
EBITDA ratio of roughly 2x to 3x, which is not particularly

(The figures for 2022 are based on Japanese Generally
Accepted Accounting Principles (JGAAP), while those
for 2023 to 2026 are based on IFRS) Ta rgets 2022 2024 2026 forecast

low, but we do not believe this constrains their manage-
ment flexibility or acts as a valuation discount factor.

We consider a Net D/E ratio of 1.0x or below to be an
appropriate target level. Although we have already
achieved this level, our goal is to achieve it on a “natural
state"—that is, without counting the equity credit applied
to our subordinated loans (balance of ¥137.5 billion as of
June 30, 2026). The subordinated loans have some time
before their first call in 2029 and will remain part of our
capital structure for the foreseeable future. However, we
intend to build a sufficiently sound balance sheet at an
early stage—one that does not rely on their equity credit.
We also target a Net Debt/EBITDA ratio of 3x or below—
a level we consider resilient to significant swings in the
semiconductor market—and believe we can achieve this
within a relatively short timeframe.

*1 Weighted average cost of capital

= Net Debt ¥876.1 billion | ¥839.5billion | ¥729.1billion | ¥707.6 billion | ¥690.0 billion
>
§ Net D/E ratio 1.0x or less 1.07x 1.01x 0.74x 0.83x 0.81x
[
S Net Debt/EBITDA ratio 3.0xor less 5.1x 7.9x 3.8x 3.5x 2.9x

I Rationale Behind Our Target P&L and Balance Sheet

In short, it is to sustain our continuous growth over the
medium to long term. More specifically, our aim is to
build the foundation that lets us capture every growth
opportunity we identify—whether organic or inorganic—
without missing any.

A solid P&L provides sufficient ability to generate cash
to enable investments for the next phase of growth.

I To Achieve Such P&L and Balance Sheet

Meanwhile, a strong, efficient balance sheet gives us the
financing capacity that serves as “firepower” when it
matters the most. This enables us to deploy a diverse
mix of financing tools: leverage that takes full advantage
of Japan's low interest rate environment, abundant cash
flow, and equity strengthened by improved earnings
power.

In capital allocation, our top priority remains invest-
ing in growth areas that will generate future cash,
and we will direct more than half of our operating
cash flow toward this end. Debt reduction and divi-

dends remain our second priority, and that basic
policy is unchanged.

At the same time, we will scale up in monetary terms,
setting our sights on achieving levels of ¥200.0 billion in
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operating cash flow, ¥(100.0) billion in investing cash
flow, and ¥100.0 billion in free cash flow.

In addition to cash allocation, increasing the volume
and stability of cash inflows in the first place is equally
important. Beyond concentrating resources in high-prof-
itability core growth businesses, we also need to main-
tain and develop businesses that serve as stable cash
cows*?. For example, although their growth rate does
not reach that of back-end process materials, we believe
that increasing the weighting of front-end process
materials—which have high switching costs and can be
expected to generate long-term revenue once adopted—
is also one effective option.

I Valuation

In addition, in terms of business operations, strength-
ening resilience to the semiconductor cycle is also
essential. While completely avoiding the impact of a
downcycle on performance is difficult, we will work to
minimize the damage through diligent efforts such as
monitoring production and inventory trends via close
communication with customers, and phased execution of
our capital investment. Maintaining a company-wide
EBITDA margin of 20% even during a downcycle is the
standard we aim to uphold.

Our stock price has already surpassed the ¥10,000
theoretical value we presented in February 2025, and
has also set a new all-time high, surpassing the record
set during the bubble economy. However, we view this
as merely a waypoint. For example, our current market
multiple remains at a discount to global peers that trade
at EV/EBITDA multiples above 20x.

Resonac Holdings

Of which, Global Peer

Semiconductor A
and Electronic
Materials

2025 Revenue 1,347.1 506.3 7100 480.0
(Billions of yen)
Year-on-year revenue 3% +14% +10% -0%
growth
EBITDA margin 15.1% 30.2% 30% 28%
EV/EBITDA multiple 16x 21x 27x

(Based on closing prices as of June 12, 2026, and each company’s 2025 results, as
compiled by the Company. Calculated at $1 = ¥150)

From the perspective of growth potential, with our large
exposure to back-end process materials—where the
shift in added value is progressing—we believe we are in
an advantageous position even compared to global
peers.

We also place importance on understanding which
metrics the market uses to evaluate us. In the past, we
tended to be evaluated primarily on a PBR*® basis as a
general chemical manufacturer. In recent years, howev-
er, the market has shifted to evaluating us on an EV/
EBITDA multiple that better reflects our business

*2 Source of cash generation *3 Price-to-book ratio *4 Price-to-earnings ratio

composition, and our stock price has risen substantially
as a result. However, we believe that we will be truly
recognized by the market as a specialty chemicals stock
only when we reach the stage of being evaluated on a
P/E ratio** basis.

Currently, the Semiconductor and Electronic Materials
segment accounts for an extremely high share of our
earnings—high enough that a sum-of-the-parts analysis
is hardly necessary to demonstrate this. We believe that
if we can steadily reduce losses from non-recurring
items, we will be able to discuss our valuation on the
basis of net income.

From a purely valuation-based perspective, it is true
that becoming a pure-play semiconductor materials
company would be the most advantageous position. At
the same time, that does not necessarily align fully with
our vision of being a “Functional Materials Company.” We
will apply rigorous restructuring to businesses with low
growth and high performance volatility, while retaining
the materials and technologies essential to growth over
a 10- or 20-year horizon. That is our long-term strategy.

If semiconductor and electronic materials—our core
growth driver—were to account for 60% to 70% of
revenue, with the remaining businesses “broadly
stable” and maintaining “a certain level of profitability
(EBITDA margin of around 15%),” we should qualify as a
semiconductor materials stock that investors can hold
with confidence, even without being a pure-play. That is
precisely the vision we are pursuing over the next few
years—and one we are steadily bringing to life.
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