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Summary

Achieved increased sales from expanded capital investment on

a recovery in production activity in the automobile and electronic
component sectors

Going forward, will actively accommodate increasing demand in
growth areas like semiconductors and hydrogen applications and
will strengthen its management base, so rising expectations for
further performance growth

CHINO COROPORATION <6850> (hereinafter, also “the Company”) is a company that contributes to the develop-
ment of various industries on the theme of temperature through measurement, control and monitoring. Through the
Company and its 12 group companies, the Company’s business is divided into four main segments: measurement
and control instruments, instrumentation systems, sensors, and others. It is distinct for offering “loop solutions”
consisting of measurement, control and monitoring, and in this regard the Company has no competitors, which is one
of its strengths. Its top-ranking customers in terms of sales are in sectors such as electronic components, semicon-
ductors, automobiles and aviation, but temperature is managed in industries like steel and metals, energy, medicine
and pharmaceuticals, food products, and agriculture, so the Company’s temperature management solutions are
used by customers in these industries as well. The Company is involved in the medical and pharmaceutical sectors,
which require particularly strict temperature management, and its systems are used in the transport and storage
of vaccines, blood and blood products. It is also involved in hydrogen-related projects for decarbonization, which
is attracting international attention, and its product lineup includes fuel cell testing systems and water electrolysis
(for manufacturing hydrogen) testing systems. It may be said that the Company’s involvement in such current areas
of strong demand is another of its strengths. The Company moved to the Tokyo Stock Exchange Prime Market in
accordance with the transition to the new market classification implemented in April 2022. Although transitional
measures are still in effect, as of March 31, 2022, the Company appears to have met the criteria for listing on the
Prime Market.

1. Summary of FY3/22 results

In FY3/22, orders received increased by 24.3% year on year (YoY) to ¥25,557mn, primarily as a result of increased
capital investment on a recovery in production activity in the automobile and electronic component sectors. Net
sales increased by 3.9% to ¥21,908mn. Regarding profits, operating profit increased by 32.0% to ¥1,499mn. The
increase was mainly attributable to increased net sales from a recovery in demand for measurement and control
instruments and sensors and to improvement in the cost of sales ratio. Profit attributable to owners of parent was
¥1,050mn, a decrease of 18.5% YoY. This was the result of a reactive decline from the same period of the previous
fiscal year when gain on bargain purchase of ¥5657mn was recorded under extraordinary income in connection with
making MEIYO ELECTRIC Co., Ltd. a consolidated subsidiary, so it can be said that the Company’s performance
has been stable.
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2. FY3/23 results forecasts

The Company’s FY3/23 results forecasts are as follows. Net sales are forecast to increase by 6.3% YoY to
¥283,300mn; operating profit to increase 3.4% to ¥1,550mn; ordinary profit to increase 3.2% to ¥1,800mn, and profit
attributable to owners of parent to increase 4.7% to ¥1,100mn. EPS is expected to be ¥129.89. Social and economic
activities are resuming from the coronavirus disease pandemic (COVID-19), and the recovery trend is forecast to
continue going forward amid demand from main customers (automotive and electronic component-related) and
hydrogen-related applications toward the realization of a decarbonized society. Meanwhile, the rapid escalation of
demand has caused disruption in the supply chain, bringing about uncertainty regarding the impact on production
due to shortages of parts and materials, and the Company’s forecast of a 3.4% increase YoY in operating profit
is conservative. The Company’s product lineup is related to temperature, which is important in a wide variety of
industries, and can contribute to sectors where demand will increase going forward, in particular transportation and
management of pharmaceuticals, loT and the hydrogen sector to achieve decarbonization. The Company is making
steady progress on its medium-term management plan, and we at FISCO analyze the situation as the likelihood of
achieving FY3/23 targets to be high.

3. Growth strategy, medium-term management plan, and their current status

The Company’s medium-term management plan, covering the period to FY3/27 targets net sales of ¥30,000mn,
operating profit of ¥2,700mn, ROE of 10%, and ROA of 8%. There is a rising expectation that these targets will be
achieved because of the Company’s initiatives from FY3/22, its active investment in growth areas like semiconductors
and hydrogen applications, and its efforts to strengthen its management base.

Key Points

+ Global expert in management of temperature over a wide range—from -270°C to 3,500°C—using advanced
measuring, control and monitoring technologies

+ Achieved increased sales from increasing capital investment on a recovery in production activity in automobiles
and electronic components and more, and from growth in overseas demand for measurement and control
equipment

+ Rising expectations for further performance growth from active investment in growth areas like semiconductors
and hydrogen and strengthening its management base

Results trends
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Source: Prepared by FISCO from the Company’s financial results
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Company profile

Global expert in temperature management, for temperatures from
-270°C to 3,500°C, which is essential to the development of every
industry

1. Company overview

The Company was founded by Kazuo Chino in Shitaya, Tokyo in 1913. It was incorporated as CHINO Works, Ltd.
in 1936 and changed its name to CHINO CORPORATION in 1986 on the 50th anniversary of its establishment.
Based on its corporate philosophy, “The Chino Group pushes the limits of measurement, control and monitoring
technologies and contributes to industrial development and the realization of a brighter tomorrow,” the Company
has contributed to the development of a range of industries through measurement, control and monitoring, primarily
of temperature. The Company has established a three-part vision for its 90th anniversary in 2026. It consists
of: “Collaborative Creation: Creating new value with stakeholders based on an understanding of changes in the
environment,” “Uniqueness: Impressing customers with superior technology solutions,” and “Trust: Strengthening
the ‘bond’ of trust to continue growing into the future through passion and teamwork.” Based on this vision, the
Company is working to put the entire Chino Group on track for sustainable growth and to enhance its corporate
value in the medium to long term.

Including its 12 group companies, the Company’s business is primarily related to temperature and is divided into
four segments, 1) measurement and control instruments, 2) instrumentation systems, 3) sensors, and 4) others. By
helping solve social issues through these products and services, contributing to local communities, and earning the
trust of stakeholders through compliance, the Company is helping build a more sustainable society.

Business system diagram
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Company profile

2. History

Based on its corporate philosophy, “The Chino Group pushes the limits of measurement, control and monitoring
technologies and contributes to industrial development and the realization of a brighter tomorrow,” the Company
has contributed since its establishment to the development of a range of industries through measurement, control
and monitoring, primarily of temperature. It has actively developed its business not only in Japan but overseas as
well, starting with the U.S. in 1983 and subsequently in China, South Korea, India, Thailand. Most recently, the
Company has actively expanded its business in Japan, including by making MEIYO ELECTRIC Co., Ltd. a subsidiary.

History

Date History

March 1913  CHINO Works established by Kazuo Chino in Shitaya, Tokyo for the manufacture and sale of laboratory instruments and electrical
equipment

August 1936 CHINO Works made a stock corporation, its name changed to CHINO Works, Ltd., and its head office established in
Itabashimachi (now Kumanocho), ltabashi Ward, Tokyo

April 1962  Listed on Second Section of the Tokyo Stock Exchange
May 1977 Manufacturing subsidiary Senko Corporation established (now CHINO SOFTEX CORPORATION, a consolidated subsidiary)
September 1979  Listed on First Section of the Tokyo Stock Exchange

January 1983  Sales subsidiary CHINO Works America Inc. established in Los Angeles, California, U.S. (now a consolidated subsidiary)
October 1986 Name changed from CHINO Works, Ltd. to CHINO CORPORATION]|

June 1989  Joint venture KOREA CHINO CORPORATION established in Uiwang, South Korea (now a consolidated subsidiary)
February 1992 YAMAGATA CHINO Corporation established

March 1993  Service subsidiary CHINO Service Corporation established

December 1993  Joint venture SHANGHAI DAHUA-CHINO INSTRUMENT CO., LTD. established (now a consolidated subsidiary) in Shanghai,
China

July 1996  Joint venture CHINO-LAXSONS (India) Private Limited established in Daman, India (now CHINO Corporation India Private Limited,
a consolidated subsidiary)

November 1998  Acquired 100% stake in SANKI KEISO Co., Ltd. and made it a subsidiary (now a consolidated subsidiary)

August 2003  Joint venture CHINO INSTRUMENTATION (KUNSHAN) CO., LTD. established in Kunshan, Jiangsu Province, China (now a
consolidated subsidiary)

September 2006 Acquired 100% stakes in Tokyo Seiko Co., Ltd. and ASAKAWA LENS WORKS CO., LTD. and made them subsidiaries (the latter
now a consolidated subsidiary)

January 2009 Acquired additional stake in CHINO-LAXSONS (India) Private Limited and made it a wholly owned subsidiary
February 2010 Acquired stake in AR’S CO., LTD. and made it a subsidiary (now a consolidated subsidiary)
October 2011 Absorbed consolidated subsidiary Tokyo Seiko Co., Ltd.
April 2012 Absorbed consolidated subsidiary Yamagata CHINO Corporation
October 2012  Sales subsidiary CHINO Corporation (Thailand) Limited established in Bangkok, Thailand (now a consolidated subsidiary)
December 2014  Acquired 100% stake in ADVANCE RIKO, Inc. and made it a subsidiary (now a consolidated subsidiary)
January 2015  Absorbed consolidated subsidiary CHINO SERVICE CORPORATION
July 2019 Acquired additional stake in MEIYO ELECTRIC Co., Ltd. and made it an equity-method affiliate
April 2020  Acquired an additional stake in MEIYO ELECTRIC Co., Ltd. and made it a subsidiary (now a consolidated subsidiary)
Source: Prepared by FISCO from the Company’s securities report
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Company profile

The Company’s temperature loop solutions with measurement,
control and monitoring are used across industries in need of
absolute temperature accuracy; they are a major strength of the
Company.

3. Business summary

Temperature loop solutions

Temperature is an indicator that requires absolute accuracy in many industries, including steel, energy, aviation,
automobiles, electronic components, semiconductors, medicine and pharmaceuticals, and agriculture. With
regard to temperature management, the Company is a top company in its niche globally, being referred to as
“Chino, the temperature company.” The Company’s advanced technical prowess is embodied in its temperature
loop solutions, which are made possible by its high-level technologies in measurement, control and monitoring
and the synergies among them. A temperature loop solution is an optimal set of proposals for all the tempera-
ture-related issues faced by a customer and is made by drawing on the Company’s resources in development,
production, storage, quality control, sales, and service. Temperature loop solutions provided at such high levels
is the Company’s strength, and FISCO sees this as distinguishing it from other companies.

In other words, the Company’s business is such that it allows it to fully demonstrate this strength in many industries
and sectors involved in temperature in some form, so the Company is expected to continue to enter various
industries going forward. In connection with this, demand growth is projected in hydrogen-related applications,
transportation and storage of pharmaceuticals, loT-related and other applications, and on this point, based on its
analysis, FISCO believes high expectations are warranted for the Company’s future growth potential.

Diagram of temperature loop solution

Measure

ment

Temperature
loop solution

Development ) Production Storage Service

Control Monitoring

Source: Prepared by FISCO from the Company’s published documents
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Company profile

The following discusses the elements (technologies) that make up a temperature loop solution.

(1) Measurement

Temperature is measured by heat being conveyed from an object to a sensor. There are three ways heat is
conveyed to a sensor: conduction, radiation, and convection. For example, when measuring body temperature,
body heat is conveyed directly to the thermometer’s sensor by way of conduction. The sensor touches the
heat directly, so heat is measured using a contact method. But when something very hot, like melted iron, or
something out of reach is measured, a contact-type thermometer is unable to get near the object. In such cases,
a non-contact thermometer is used that can measure the temperature without directly touching the object.
The Company manufactures both contact-type temperature sensors that use conductive heat and non-contact
“radiation thermometers” that use thermal radiation. A very wide range of temperatures can be measured, from
-270°C to 3,500°C, which is a very high temperature. The Company is Japan’s top manufacturer of the radiation
thermometers capable of this. Moreover, the Company provides thermometers that serve as the standard for
all thermometers because of their use of standard platinum resistance thermometers based on the International
Temperature Scale of 1990 (ITS-90) to ensure temperature is measured accurately. These thermometers are the
Company’s measurement technology, and with its extensive lineup of measuring instruments, the Company meets
the wide variety of potential customer needs related to temperature measurement.

Examples of measuring instruments: high-temperature thermocouple (left), solidpak thermocouple (right)

—2EER SC
Sheathed Thermocouples for
High Temperature, SC

Source: From the Company’s published documents

(2) Control

The objective of control is maintaining a temperature that would otherwise change from moment to moment at an
ideal value. An everyday example is how a gas flame is ignited when heating the water in a bathtub and then turned
off when the water reaches the appropriate temperature. However, in winter, for example, when the outdoor air
temperature is low, water that has been heated cools off immediately. To prevent hot water from cooling off, the
temperature has to be adjusted while the situation is monitored —such adjustments are what is called “control.” In
this case, the hot water temperature is first measured and then the flame is automatically increased or decreased
if there is a difference with the ideal temperature to maintain the water at the ideal temperature. This is known as
automatic temperature control.

With a family bathtub, it is relatively easy to control the temperature, but it is under difficult conditions that
outstanding control technologies like the Company’s demonstrate their strength. For example, take the case of
an open-air bath. When the outdoor air temperature changes between day and night, when it is raining hard, or
when one person is already in the bath and five other cold people enter it, in all sorts of conditions, the ideal water
temperature must be constantly maintained. There are also cases requiring fine tuning. Many industrial products
and pharmaceuticals are rendered unusable if a temperature difference of 0.1°C persists for several seconds
during their production. For this issue, the Company provides ideal temperature control technologies quickly and
efficiently in 0.1°C increments.
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With control subject to such requirements, in order to achieve even more ideal control with an awareness of
energy savings, the Company developed a technology that fulfilled the three requirements for control unaffected
by the environment, smooth achievement of the set temperature, and increased thermal energy efficiency. That
technology leveraging diversity in control is “Z control,” and it uses Symplocarpus renifolius, a perennial plant in
the Araceae family. This plant has the ability to convert nutrients stored from spring to summer into energy in early
spring and maintain its temperature at 20°C. By integrating Z control into its control technologies, the Company
improved their robustness with respect to energy savings and load fluctuations compared to conventional control
methods. In addition, when temperature control is used in the manufacturing process for industrial products, the
Company has succeeded in minimizing the impact caused by the temperature being raised too much or from
changes in the surrounding environment and in shortening the time required to reach the ideal temperature. In
this way, the Company provides assured control with advanced technologies and an extensive lineup of products
for various applications.

DB Series Program Controllers/Setters using Z control
Graphic Program Controller/Setter DP-G Series (left)

\
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Digital Indicating Controllers, DB600 series

C
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Source: From the Company’s published documents

(3) Monitoring

Monitoring is to keep watch and leave a record of that watch. For example, in the case of the production process
for industrial products, in order to prevent non-conforming products, it is necessary to check that the temperature
is being accurately maintained, to keep a record of the measured values, and to issue an alert if the temperature
differs from the ideal. This keeping watch of the situation and leaving a record of it is what is known as monitoring.
Through monitoring, if trouble occurs, it is possible to confirm with the recorded data whether there was a
cause-and-effect relationship in it. Also, compiling records from several days to several years in the past can make
it possible to get nearer to the ideal temperature while reducing errors in the future. The Company’s monitoring
technology is excellent in detecting errors as quickly as possible in temperature management for production
processes, in which one small error has the potential to produce a very large one.

The company offers a wide range of devices and systems to meet customer needs, from single recorders suitable
for small-scale monitoring, such as analog recorders that record on paper and paperless recorders that record

data electronically, to large-scale monitoring that monitors data on a PC via a data logger, enabling monitoring
systems that support various temperature ranges to realize a stable temperature environment.
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(4) Calibration and maintenance

Along with the three areas discussed above, the Company also provides instrument calibration for ensuring the
reliability of measured values. Its calibration technologies are assured through its registration with the Japan
Calibration Service System (JCSS) for temperature and humidity. The Company leverages its many years of
measurement expertise to provide reliable calibration of thermometers and hygrometers. In addition, it has a
system by which it can provide maintenance services, so when troubleshooting or repairs become necessary, it
can quickly respond, even to sudden incidents, through its network of maintenance sites in Japan and overseas.

4. Segment overview

The Company is divided into the following four segments based on the technologies discussed above and their
respective devices and services.

(1) Measurement and control instruments

This segment handles instruments related to measurement, control and monitoring. Measurement and control
instruments are manufactured and sold in Japan by the Company. Overseas, purchases from the Company
and sales of its products are conducted by consolidated subsidiaries CHINO Works America Inc. in the U.S.,
SHANGHAI DAHUACHINO INSTRUMENT CO., LTD. in China and CHINO Corporation (Thailand) Limited in
Thailand while KOREA CHINO CORPORATION in South Korea and CHINO Corporation India Private Limited in
India produce their own products in addition to buying and selling the Company’s products. Also, in China, CHINO
INSTRUMENTATION (KUNSHAN) CO., LTD., a consolidated subsidiary, manufactures products in-house and sells
them to the Company and SHANGHAI DAHUA-CHINO INSTRUMENT.

(2) Instrumentation systems

This segment handles devices related to instrumentation systems. Instrumentation systems are manufactured and
sold in Japan by the Company and two of its consolidated subsidiaries, SANKI KEISO Co., Ltd. and ADVANCE
RIKO, Inc. Overseas, they are manufactured and sold by KOREA CHINO CORPORATION in South Korea and
CHINO INSTRUMENTATION (KUNSHAN) CO., LTD. in China.

(3) Sensors

This segment handles devices related to sensors. Sensors are manufactured and sold by the Company in Japan. In
addition, ASAKAWA LENS WORKS CO., LTD., a consolidated subsidiary, manufactures optical components, sells
optical components for sensors to the Company, and conducts direct sales. Also, MEIYO ELECTRIC Co., Ltd.,
a consolidated subsidiary, sells products that it manufacturers itself. Overseas, KOREA CHINO CORPORATION
sells products in South Korea that it has purchased from the Company.

(4) Other

The Company provides repair and maintenance services and sells supplies for measurement and control instru-
ments, sensors and other products. Consolidated subsidiary CHINO SOFTEX CORPORATION produces software
for the Company’s products and sells it to the Company. Also, AR’S CO., LTD. provides contract development
services using wireless technologies as well as consulting.
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Results trends

Sales increased YoY owing to strong performance in the hydrogen-
related and other sectors, increased capital investment in the
automobile, electronic component and other sectors in Japan and
growth in demand for measurement and control instruments and
sensors overseas

Operating profit grew significantly

1. Summary of FY3/22 results

In FY3/22, orders received increased by 24.3% year on year (YoY) to ¥25,557mn, primarily as a result of increased
capital investment on a recovery in production activity in the automobile and electronic component sectors. Net sales
increased by 3.9% to ¥21,908mn. Regarding profits, operating profit increased by 32.0% to ¥1,499mn. The increase
was mainly attributable to increased net sales from a recovery in demand for measurement and control instruments
and sensors and to improvement in the cost of sales ratio. Profit attributable to owners of parent was ¥1,050mn,
a decrease of 18.5% YoY. This was the result of a reactive decline from the same period of the previous fiscal year
when gain on bargain purchase of ¥557mn was recorded under extraordinary income in connection with making
MEIYO ELECTRIC Co., Ltd. a consolidated subsidiary, so it can be said that the Company’s performance has been
stable. Although net sales were 1.8% below the results forecast announced in November 2021 profit attributable to
owners of parent increased significantly by 23.6% due to such factors as an improvement in the cost of sales ratio
and cutting costs. Regarding net sales, the impact of the shortage of parts and materials that disrupted the supply
chain amid the rapid recovery from the COVID-19 pandemic of social and economic activities resulted in net sales
not reaching its plan despite an increase YoY.

FY3/22 consolidated results

(¥mn)
FY3/21 FY3/22
Results % of sales Results % of sales Change

Net sales 21,080 - 21,908 - 103.9%
Gross profit 6,363 30.2% 7,076 32.3% 111.2%
SG&A expenses 5,227 24.8% 5,676 25.5% 106.7%
Operating profit 1,136 5.4% 1,499 6.8% 132.0%
Ordinary profit 1,283 6.1% 1,744 8.0% 135.9%
Profit attributable to owners of parent 1,289 6.1% 1,050 4.8%

EPS (yen) 152.24 - 124.07 - 81.5%

Source: Prepared by FISCO from the Company’s financial results.

2. Main segment results

(1) Measurement and control instruments

Net sales of measurement and control instruments were ¥7,965mn, an increase of 15.1% YoY, and segment profit
(operating profit) totaled ¥1,168mn, an increase of 31.6%. In FY3/21, the segment was impacted substantially
by customers suspending production activities and postponing capital investment, and halting of the Company’s
factories due to the COVID-19 pandemic. However, in FY3/22, overseas demand grew, primarily for recorders in
Asia, China in particular, and demand for controllers and thyristor regulators from major customers for production
equipment performed steadily.
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Results trends

(2) Instrumentation systems

Instrumentation systems net sales were ¥6,302mn, a decrease of 6.7% YoY, and segment profit (operating profit)
was ¥481mn, a decrease of 18.7%. Sales were strong for manufacturing equipment for electronic component-re-
lated products, fuel cell testing equipment for automobile-related sales in the decarbonization sector and for water
electrolysis evaluation systems for research and development applications for the utilization of hydrogen energy,
but sluggish demand for compressor performance testing machines used in products such as air conditioners
led to a decrease in sales and profit YoY. Sluggish demand for compressor performance test equipment was
largely due to being an off-peak period for capital investment by client companies. The segment is expected to
recover from FY3/23 onward due to its decarbonization-related product line-up for which demand is forecast to
increase going forward.

(3) Sensors

Sensors net sales were ¥6,804mn, a 3.7% increase YoY, and segment profit (operating profit) was ¥1,304mn, an
increase of 14.6%. There is strong overseas demand for both radiation thermometers and temperature sensors
to be used for semiconductors and electric component-related manufacturing systems, and domestic demand for
those products for export are firm. In addition, demand was strong for radiation thermometers for renovation of
steel-related equipment, for temperature sensors for products that meet AMS 2750 (advanced aerospace material
specifications) and IATF 16949 (international standard for automotive industry quality management systems), and
for biomass-related products.

Overseas sales by region

Europe .
¥165mn 0.7%
(¥115mn) Other
4.1% ¥30mn
5.6% (¥30mn)
North America Asia
¥229mn :
North America
(¥200mn) FY3/22
Overseas sales E
urope
¥4,077mn
(¥3,518mn) "] Other
Asia
89.6% ¥3,651mn
(¥3,171mn)

Parentheses indicate FY3/21 figures.

Source: Prepared by FISCO from the Company’s financial results
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Results trends
The Company’s financial position remains good

3. Financial position and financial indicators

In FY3/22, total assets increased by ¥1,146mn from the end of FY3/21 to ¥31,545mn. Current assets increased
by ¥1,382mn to ¥21,681mn. The major changes were increases in cash and deposits of ¥340mn, and in accounts
receivable - trade of ¥5,210mn and a decrease in notes and accounts receivable - trade of ¥5,563mn. Non-current
assets declined by ¥235mn to ¥9,864mn.

Total liabilities were ¥11,394mn, an increase of ¥497mn from the end of FY3/21. Current liabilities increased ¥941mn
to ¥8,216mn. The main factor was an increase in notes and accounts payable - trade of ¥5657mn. Non-current
liabilities decreased ¥443mn to ¥3,177mn. Net assets were ¥20,150mn, an increase of ¥648mn.

Regarding the main management indicators, the current ratio maintained a high level of 263.9% despite a decrease
of 15.2 percentage points from the end of FY3/21, so in FISCO’s analysis, the Company has no short-term financial
concerns. Also, its equity ratio increased by 0.1 percentage points from the end of FY3/21. From these indicators,
it can be concluded that there are no particular problems with the Company’s financial condition.

FY3/22 consolidated balance sheets and management indicators

(¥mn)
End-FY3/21 End-FY3/22 Change amount

Current assets 20,299 21,681 1,382

(Cash and deposits) 6,991 7,331 340
Non-current assets 10,099 9,864 -235
Total assets 30,398 31,545 1,146
Current liabilities 7,274 8,216 941
Non-current liabilities 3,621 3,177 -443
Total liabilities 10,896 11,394 497
Total net assets 19,502 20,150 648
(Management indicators)

Equity ratio 54.7% 55.7% 1.0pt

Current ratio 279.1% 263.9% -15.2pt

Source: Prepared by FISCO from the Company’s financial results
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Outlook

Rising expectations for further performance growth and
achievement of its medium-term management plan through actively
meeting increasing demand in growth areas like semiconductors
and hydrogen applications and strengthening its management base

1. FY3/23 outlook

The Company’s FY3/23 results forecasts are as follows. Net sales are forecast to increase by 6.3% YoY to
¥23,300mn; operating profit to increase 3.4% to ¥1,550mn; ordinary profit to increase 3.2% to ¥1,800mn, and profit
attributable to owners of parent to increase 4.7% to ¥1,100mn. EPS is expected to be ¥129.89. Social and economic
activities are resuming from COVID-19, and the recovery trend is forecast to continue going forward amid demand
from main customers (automotive and electronic component-related) and hydrogen-related applications toward
the realization of a decarbonized society. Meanwhile, the rapid escalation of demand has caused disruption in the
supply chain, bringing about uncertainty regarding the impact on production due to shortages of parts and materials,
and the Company’s forecast of a 3.4% increase YoY in operating profit is conservative. The Company’s product
lineup is related to temperature, which is important in a wide variety of industries, and can contribute to sectors
where demand will increase going forward, in particular transportation and management of pharmaceuticals, loT
and the hydrogen sector to achieve decarbonization. The Company is making steady progress on its medium-term
management plan, and we at FISCO analyze the situation as the likelihood of achieving FY3/23 targets to be high.

FY3/23 consolidated results forecasts

(¥mn)
FY3/22 FY3/23

Results % of sales Forecasts % of sales Change %
Net sales 21,908 - 23,300 - 6.3%
Operating profit 1,499 6.8% 1,550 6.7% 3.4%
Ordinary profit 1,744 8.0% 1,800 7.7% 3.2%
Profit attributable to owners of parent 1,050 4.8% 1,100 4.7% 4.7%
EPS (yen) 124.07 - 129.89

Source: Prepared by FISCO from the Company’s financial results

2. Summary of Medium-Term Management Plan 2026

The Company has created the “Medium-Term Management Plan 2026” (form FY3/22 to FY3/27). Under the plan,
the entire Chino Group will work to build a sustainable growth trajectory and raise corporate value over the medium
to long term. The business environment surrounding the Company is marked by accelerating VUCA, including
increasing uncertainty in global politics and economics, innovations in digital technologies, global warming and the
deepening problem of climate change, a declining birthrate and aging population in Japan, and increasing global
population. Operating in this environment, the Company has established a three-part management vision for its
90th anniversary in 2026. It consists of: “Collaborative Creation: Creating new value with stakeholders based on
an understanding of changes in the environment,” “Uniqueness: Impressing customers with superior technology
solutions,” and “Trust: Strengthening the ‘bond’ of trust to continue growing into the future through passion and

teamwork.”
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Key goal indicators (KGI) of Medium-Term Management Plan 2026

(¥mn)
FY3/22 FY3/27 e EE
Results Plan
Net sales 21,908 30,000 8,092
(Overseas sales) 4,077 7,000 2,923
Operating profit 1,499 2,700 1,201
(Management indicators)
Operating profit margin 6.8% 9.0% 2.2pt
ROE 6.1% 10.0% 3.9pt
ROA 4.8% 8.0% 3.2pt

Note: ROA is calculated using operating profit as numerator
Source: Prepared by FISCO from the Company'’s financial results and Medium-Term Management
Plan 2026

3. Growth strategy

To achieve the key goal indicators (KGl) of its Medium-Term Management Plan 2026 discussed above, the Company
has defined four basic strategies: 1) Further development and expansion of growth areas (generate group synergies
and accelerate the development and provision of unique solutions for new growth areas); 2) Enhancement of
core businesses and value creation (enhance core businesses through the integration of original technologies and
services and create new value with customers); 3) Strengthening of foundations and expansion of business overseas
(increase group earning potential by strengthening the relationship between domestic and overseas business and
deploying regional strategies); 4) Establishment of resilient management base (enhance the resilience of human
resources, organizations, ICT, governance and finances to support the creation of corporate value, innovation, and
agile management). Based on these four strategies, the Company seeks to build a sustainable growth trajectory,
raise medium- to long-term corporate value, and contribute to a decarbonized society.

(1) Further development and expansion of growth areas

This strategy involves capturing opportunities for growth and expansion against a backdrop of structural changes
in energy demand, increasingly strict environmental regulations, breakthroughs in information and communications
technologies, and increasing needs related to health and longevity. Specifically, the Company plans to generate
group synergies and accelerate the development and provision of unique solutions for new growth areas such as
hydrogen use technologies for a sustainable society, semiconductors and electronic components, next-generation
batteries, new materials, medicine, pharmaceuticals, food product management, and logistics.

(2) Enhancement of core businesses and value creation

The Company will further leverage its temperature loop solutions consisting of measurement, control and
monitoring by reinforcing its reputation for reliability as “Chino, the temperature company” and strengthening
customer-oriented services for its original, distinctive technologies, which include temperature standard and
measurement technologies, infrared measurement technologies, humidity and gas measurement technologies,
loop solutions, and instrumentation systems. Through this, the Company wants to “engineer customer excitement”
(maximize customer satisfaction) by bringing its services to the next stage.

(3) Strengthening of foundations and expansion of business overseas

Against the backdrop of global economic stagnation during the COVID-19 pandemic, U.S.-China friction and
nationalism, and growth in China, India and ASEAN countries, the Company intends to develop segment strategies
differentiated by country and region, strengthen its systems and develop human resources, bolster its global
infrastructure using ICT technologies, and further raise its presence in Asian markets to pioneer global niches
through coordination between domestic and overseas business and between production, sales and development.
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(4) Establishment of resilient management base

With regard to the establishment of a resilient management base, the Company believes that its management
base must be highly flexible and durable to allow it to accurately identify and quickly respond to the needs and
issues of society against a backdrop of fundamental changes in socioeconomic systems. Specific issues needing
to be addressed include acceleration in declining birthrates and aging, diversification of value systems and work
styles, the full-fledged arrival of the digital society, the rise of the multistakeholder approach, and the outbreak of
COVID-19. Amid these conditions, the Company will work in line with its vision and business strategies to develop
and enhance approaches, functions, and systems pivoting on the establishment of human resources management
to raise engagement, ensuring flexibility and efficiency in business execution by promoting digital transformation
(DX), further enhancing corporate governance, and carrying out a financial strategy with further emphasis on
increasing capital efficiency. It will sensitively and flexibly adapt to VUCA by continuing to create new value while
meeting the expectations of stakeholders and will boldly execute a management strategy based on creating shared
value (CSV). Through this, the Company plans to establish resiliency in its human resources, organization, ICT,
governance, and financial structure in support of corporate value creation, innovation and agile management.

Regarding its financial management policy, the Company strives to maintain financial health through the pursuit of
an optimal capital structure, actively invest in growth with an awareness of investment efficiency, and maintain a
stable dividend while targeting a payout ratio of 30% or more. By doing so, the Company will carry out a financial
strategy that is based on financial soundness and emphasizes growth potential and capital efficiency.

Basic policy on financial management

B Active growth investment  [SZEVleT Koy leT Y ol Net-X (Wil Lo} ]

and increased return on
capital Depreciation

Net profit

Increased capital
efficiency

+Compress working capital
(improve CCC)
*Reduce cross shareholdings

Enhance Optimi Investment i
PEAE AP Optimize nvestment in
liabilities growth area/the future

Dividend payout

ratio of 30% or " —
higher bégrti?]';engt | Invested capital
Shareholders’ Capital WACC<ROIC
equity costs Return
Raise medium-term corporate value | ROE =10% Sustainable growth

Source: From the Company’s Medium-Term Management Plan 2026

4. Progress status on growth strategy

In FY3/22, each of the measures under the Medium-Term Management Plan has been steadily implemented

From the perspective of (1) further development and expansion of growth areas, the Company has established proj-
ect teams to develop new business to target what it has positioned as the growth sectors including semiconductors,
electronic components, next-generation batteries, new materials and mobility-related products. The Company will
then ascertain and analyze market needs and move on to developing products. In addition, it will focus on providing
instrumentation systems and temperature measurement technologies to support hydrogen use technologies for
the realization of a decarbonized society such as fuel cells, water electrolysis evaluation systems and temperature
sensors for liquid hydrogen.
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For (2) enhancement of core businesses and value creation, the Company is creating such technology roadmaps
as for temperature standards, infrared measurements and humidity and gas measurements in parallel with moving
ahead on establishing roadmaps for products and systems and engaging in developing an organizational system
to expand the maintenance and service business and practically applying the cloud business.

For (3) strengthening of foundations and expansion of business overseas, the Company is working to provide
global services by strengthening collaboration between domestic and overseas sales and taking part in domestic
customers’ overseas projects. In addition, it is strengthening marketing functions and moving ahead on collaboration
with overseas group companies to expand product sales in the Asian region, centered on China and South Korea.

For (4) establishment of resilient management base, the Company established and improved a training and education
system and promoted organizational development activities Companywide toward enhancing human capital, while
on the ICT infrastructure front, the Company strengthened DX initiatives, including the computerization of operational
flow and introduction of digital tools to support reform of sales and services activities. Moreover, the Company
launched a Nomination and Remuneration Advisory Committee, revised the compensation system for Directors
around a core of the introduction of stock-based compensation and refined governance by implementing measures
such as conducting an effectiveness evaluation of the Board of Directors.

Looking ahead, demand for the Company’s technologies will increase and we think that there will be opportunities to
contribute to various domains. By strengthening existing businesses and expanding involvement in growth sectors
it can be expected to further expand results.

Initiatives towards a decarbonized society

Helping build a hydrogen supply chain utilizing hydrogen energy to
achieve a decarbonized society

Because hydrogen is a source of energy that does not give off greenhouse gases, hydrogen supply chains are
currently being developed throughout the world. The Company’s temperature loop solutions with measurement,
control and monitoring also demonstrate their strength in hydrogen-related applications. The Company has supplied
fuel cell testing systems for around 30 years since the 1990’s, when fuel cell vehicles first started being developed,
so it has an extensive track record. It is particularly proficient in fuel gas temperature and humidity control, which has
a large impact on the generating properties of fuel cells, and it is capable of providing products with specifications
that match customer requirements. One of the products provided by the Company is a sensing process control tech-
nology platform. This product has strength in four areas: 1) Process control technology for achieving high-precision
control of temperature, humidity, pressure, flow rate, dew point, etc.; 2) Fuel cell testing expertise cultivated over
many years and testing system construction technology; 3) Dedicated software technology for integrated control of
measurement, control and monitoring; and 4) Sensing technology for a broad range of temperatures, from ultracold
to ultrahot temperatures. Installations of the platform can be expected to increase going forward.
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Initiatives towards a decarbonized society

The Company is also involved in the development of measurement technologies related to hydrogen. Its MEMS
hydrogen sensor jointly developed with Professor Mitsuteru Kimura of Tohoku Gakuin University looks to the future
of the hydrogen society when the infrastructure is in place and it becomes a reality and is regarded as one means
by which the Company, as “Chino, the sensor company,” will help realize a safe, secure and comfortable society.

Chino initiatives for a hydrogen society

1990s 2000s 2010s 2020s Year
Development starts First fuel cell Sales of fuel cell vehicles launched Infrastructure
on fuel cell vehicles vehicle prototype Development of hydrogen devices development accelerates
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Source: From the Company’s website

In addition, for its measurement, control and monitoring technologies to be utilized for the sake of the future, the
Company actively carries out CSR initiatives with consideration for protection of the biological environment. Its
projects include the Chino Biotope Forest, which maintains a biotope for the restoration of nature and healthy
local woodlands in areas where nature is being lost; a solar power project involving the installation, management
and operation of solar power facilities at the Company’s Yamagata works to generate new business, and a plant
cultivation testing house that utilizes measurement technology in agriculture to develop sensors and environmental
control systems suited to greenhouse cultivation.

The Company endorsed the Task Force on Climate-related Financial Disclosures (TCFD) in May 2022, taking into
account the importance of disclosing climate change-related information.

Policy on shareholder returns

The Company views shareholder returns as the most important
policy of management and actively provides returns to investors,
which includes starting a shareholder benefits program

The Company positions shareholder returns as the most important policy of management. It is the Company’s
basic policy to pay a dividend twice each fiscal year, an interim dividend and a year-end dividend, and with respect
to execution of this policy, it determines the matter on each occasion upon consideration of its earnings situation
and improvement of the payout ratio. It effectively utilizes internal reserves as investment capital for raising future
corporate value, including for research development activities, investment in new technologies and products, and
new businesses. The Company has announced a policy of flexibly conducting share buybacks to raise per-share
profit and return on equity.
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Policy on shareholder returns

The Company introduced shareholder benefits program to thank shareholders and to encourage medium- to
long-term shareholding and increase the number of shareholders by further enhancing the appeal of investing in
the Company’s stock. To summarize the program, it applies to shareholders with at least three stock units (300
shares) as of the end of March 2022 (thereafter, as of the end of March each year) and rewards benefit points to
shareholders based on the number of shares held. Shareholders can exchange the points for over 5,000 types of
products, including food such as premium beef, rice and wine, and electronic products such as Roomba robot
vacuum cleaners, on the website Chino Premium Yutai Club.

Dividend per share and dividend payout ratio

(¥) Dividend per share (left) —&— Dividend payout ratio (right)
50.0 50.0%
p====
I 1
37.1% I 36.2% 1
400 s e ] 3i a0
3136 29.6% I ]
300 : I 3004
I
I
450 450 450 46.0 4710
20.0 : I 200%
I |
I 1
100 : I 10.0%
I I
I 1
00 - ’ . . —L _— 0.0%
FY3/19 FY3/20 FY3/21 FY3/22 FY3/23 E

Source: Prepared by FISCO from the Company’s financial results
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FISCO Ltd. (“FISCQ”) offer stock price and index information for use under the approval of the
Tokyo Stock Exchange, the Osaka Stock Exchange and Nikkei Inc.

This report is provided solely for the purpose of offering information, and is not a solicitation
of investment nor any other act or action.

FISCO prepared and published this report based on information which it considered reliable;
however, FISCO does not warrant the accuracy, completeness, fitness nor reliability of the
contents of this report or the said information.

The issuers’ securities, currencies, commodities, securities and other financial instruments
mentioned in this report may increase or decrease in value or lose their value due to influence
from corporate activities, economic policies, world affairs and other factors. This report does
not make any promises regarding any future outcomes. If you use this report or any information
mentioned herein, regardless of the purpose therefor, such use shall be made based on your
judgment and responsibility, and FISCO shall not be liable for any damage incurred by you as
a result of such use, irrespective of the reason.

This report has been prepared at the request of the company subject hereto based on the
provision of information by such company through telephone interviews and the like. However,
the hypotheses, conclusions and all other contents contained herein are based on analysis
by FISCO. The contents of this report are as of the time of the preparation hereof, and are
subject to change without notice. FISCO is not obligated to update this report.

The intellectual property rights, including the copyrights to the main text hereof, the data
and the like, belong to FISCO, and any revision, reprocessing, reproduction, transmission,
distribution or the like of this report and any duplicate hereof without the permission of FISCO
is strictly prohibited.

FISCO and its affiliated companies, as well as the directors, officers and employees thereof,
may currently or in the future trade or hold the financial instruments or the securities of issuers
that are mentioned in this report.

Please use the information in this report upon accepting the above points.

M For inquiry, please contact: ll

FISCO Ltd.

5-13-3 Minami Aoyama, Minato-ku, Tokyo, Japan 107-0062
Phone: 03-5774-2443 (IR Consulting Business Division)
Email: support@fisco.co.jp




