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Business Environment

- Raw material prices and Exchange rates MORESCO
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Business Environment
- Volume of automobile production MORESCO

Changes in automobile production volume in regions of our sites

10,000 units
(% compared to
previous year)

2 679 2,761 (+10.3%)
2,490 2,503

452  (+7.6%)

1,904 551 (+9.8%)

1,324 (+9.3%)

. - - - Ial (+17.6%)

2Q 2019 2Q 2020 2Q 2021 2Q 2022 2Q 2023

® Japan China United States Southeast/South Asia
Source: Prepared by MORESCO based on data released by MarkLines Co., Ltd.

Note 1: Data is aggregated based on MORESCO'’s fiscal year (Japan: March to August, overseas: January to June).
Note 2: Data for Southeast/South Asia includes only Thailand, Indonesia, and India, where we have operating sites.
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Business Environment
- Current status of automobile production and lubricant business in China mo

» Sluggish sales of lubricants due to a decline in the operating rate of Japanese auto
parts manufacturers

» Accelerating product evaluation for new energy vehicles and focusing on
development of new products

Volume of automobile production in China
m Japanese automobiles 1,000 units

® New energy vehicles

Other 7,522 7,368
7,026

6,477 6.210

5,631

2,200
(19%) 1,231 1,298 1.565 AT (29%)
(18%) 1,183 987 983 905 <IN (13%)
2022/1Q 2022/2Q 2022/3Q 2022/4Q 2023/1Q 2023/2Q
Source: Prepared by MORESCO based on data released by MarkLines Co., Ltd. 4

Copyright © MORESCO Corporation All Rights Reserved.



Consolidated Income Statement

MORESCO

Year-on-year

(Million yen) FY22 first half FY23 first half change
Net sales 14,523 15,386 +5.9%
Gross profit 4,039 4197 +3.9%
SG&A 3,744 3,669 -2.0%

Operating profit 295 528 +178.8%

Non-operating

profit (loss) 550 405 -26.4%
Ordinary profit 846 933 +10.4%
Profit before tax 846 933 +10.3%
Profit* 504 569 +13.0%

* Profit attributable to owners of parent, the same hereafter
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Net sales by Business Segment MORESCO

Year-on-year

(Million yen) FY22 first half FY23 first half change
Functional Fluids 7,027 7,736 +10.1%
Hot Melt Adhesive 3,754 4,194 +11.7%
Synthetic Lubricants 991 607 -38.7%
Liquid Paraffin &

Sulfonates 1,855 1,940 +4.6%

Other 896 910 +1.6%

Total net sales 14,523 15,386 +5.9%
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Functional Fluids MORESCO

[Net sales] Up 10.1% year on year (¥7,736 million)
[Sales volume] Down 2.1% year on year

Million yen

» Japan
2,386 Sales for automotive applications recovered,

2,090 but sales for non-automotive applications
1,780  were weak.
1,639 L752
1,39 » China
Delay in economic recovery, and decline in
g0 041 production and sales of Japanese
automobile manufacturers
529 536 385454
» Southeast/South Asia, North America
| | | | | l | Sales volume increased due to increased

automobile production.

Vacuum Hydraulic DC fluids Cutting Forging  Other
oil fluid fluids oil

22/2Q m23/2Q
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Hot Melt Adhesive MORESCO

[Net sales] Up 11.7% year on year (¥4,194 million)
[Sales volume] Up 4.0% year on year

Million yen
3,082
» Japan
2,668 Sales for hygiene applications steadily

increased.

» Overseas
Sales expansion for hygiene applications

523 639 588 progressed in India and Indonesia.
446 -
Hygiene applications Adhesive Other

22/2Q m23/2Q
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Liquid Paraffin & Sulfonates MORESCO

[Net sales] Up 4.6% year on year (¥1,940 million)
[Sales volume] Down 12.3% year on year

Million yen

1,421

1,389

» Liquid Paraffin
Sales volume of products for
polystyrene plasticizers decreased.

» Sulfonates
Demand for metal working applications
357 368 decreased.

. e 150
. B

Liquid Paraffin Sulfonates Other

22/2Q m23/2Q
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Synthetic Lubricants MORESCO

[Net sales] Down 38.7% year on year (¥607 million)
[Sales volume] Down 31.6% year on year

Million yen
» High temperature lubricating oils
- Sales decreased due to production
504 adjustments at customers.

392 » Hard disk surface lubricant

Sales decreased due to a decline in data
center investment.

74
m .
: : I
High temperature HD lubricants Other

lubricating oils

22/2Q m23/2Q

10
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Consolidated Income Statement MORESCO

FY22 first FY23 first vear-on-year Factors/breakdown of

(Million yen) half half change increase or decrease
Net sales 14,523 15,386 +5.9%  (Factor) Adjustment of selling prices
Gross profit 4,039 4197 +3.9%
SG&A 3,744 3,669 -2.0% (Factor) Decrease in freightage, etc.
R&D expenses 635 634 -0.2%
Operating profit 295 528 +178.8%
Non-operating
profit (loss) 550 405 -26.4% (Factor) Foreign exchange gains -186
Ordinary profit 846 933 +10.4%
Profit before tax 846 933 +10.3%
Profit* 504 569 +13.0%

* Profit attributable to owners of parent, the same hereafter 11
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Trends in Net sales and Gross profit margin MORESCO

» The decline in gross profit margin has slowed down.

Million yen
9.000 - Net sales- | - 50.0%
—=—Gross profit margin 7,957 7854 7790
’ ’ 7,596 "
7.050 7,473

6,000 - - 40.0%
3,000 - - 30.0%

0 T 20.0%

1Q[2Q‘3Q{4Q[1Q {2Q {3Q {4Q {1Q {2Q {3Q {4Q 1Q{2Q

FY2020 FY2021 FY2022 FY2023

12
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ISaIes and Operating profit trends by segment MORESCO

Million yen

Japan

558

orBiing China North America
profit
76 80
32
Sales to external

customers
20Q 2021 2Q 2022 2Q 2023
I I I Southeast/South Asia
20Q 2021 2Q 2022 2Q 2023
2Q 2021 2Q 2022 2Q 2023 149
63 41
20Q 2021 2Q 2022 20Q 2023 13
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Consolidated Balance sheet MORESCO

Increase Increase
(Million yen) FY23 first half (decrease) FY23 first half (decrease)
Cash and deposits 3,756 (500)  Trade payables 4,467 (677)
Interest-bearing
Trade receivables 7,453 (143)  liabilities 2,983 130
Inventories 6,378 /2 Other current liabilities 1,629 (445)
Other non-current
Other 566 (87)  liabilities 748 42
Total current assets 18,153 (657)  Total liabilities 9,827 (950)
Property, plant and Capital stock and capital
equipment 9,114 514 surplus 4,094 0
Intangible assets 744 163  Retained earnings 14,145 385
Investments and other
assets 4,166 145 Treasury shares (561) 6
Total non-current Accumulated
assets 14,024 822 comprehensive income 1,739 494
Non-controlling interests 2,963 257
Deferred assets 32 26 Total net assets 22,381 1,141

Total liabilities and

Total assets capital

Note) Increase (decrease): comparison with FY2023 first half 14
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Consolidated Cash flow MORESCO

* Depreciation: 556 e lIncrease in inventories: (418)
389

* Profit before tax: 933 e« Increase in trade receivables: (298)
Million yen

* Increase in trade payables:

+ 1,004

* Increase/decrease
in borrowings: 114
* Dividends paid: (185)

I
(115) (84)
v Property, plant and
equipment: (1,062)
v Intangible assets: (213)

Balance at Operating CF Investing CF Financing CF  Translation Balance at end

beginning of difference of 2Q 2023
period

15
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FY2023 Earnings Forecast MORESCO

» Assumptions for full-year forecast
Crude olil price: 90 dollars/b Exchange rate: 130 dollars/yen

(Million yen) 23/2Q Full-year forecast Progress rate
Net sales 15,386 34,500 44.6%
Operating profit 528 1,400 37.7%
Ordinary profit 933 1,600 58.3%
Profit 569 700 81.3%

» Dividend per share
20 yen for interim, 25 yen estimated for year-end (including
commemorative dividend of 5 yen)
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Realization of
a Sustainable Society



MORESCO Green SX certified products MORESCO

Certifying products that may significantly contribute to the initiatives for our seven issues
of materiality based on evaluation of the entire product cycle from procurement of raw
materials to disposal

MORESCO Green SX the Process of Certification

Proposal and application Evaluation and review

m w
a MORESCO Green SX o 5
; Internal Review Board b =
(=]
=
2. Chiifpetson CTO (Chief Technology Officer) Ee =
— (=)
g Members Directors, Executive Officers, heads 4 g 3 > ﬁ
B of each division, head of the R&D g (=}
= Department, head of the Corporate = 3
= Sustainability Department = =
o Secretariat Corporate Sustainability Department = g
=
Contribution categories
o Improvement of working . Environmental Contribution to N\
CO2 emission control Health and safety environments Energy saving conservation  industrial development
p— p— p— H
2 7, l
co ool ELEy
= =
- /
18
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Target of MORESCO Green SX products sales ratio

I MORESCO Green SX Representative Products

——
Building of a beffer workplace

coras tyoe retense aomt Toward achieving the FY2030 target,

GRAPHACE MQ Series Worklnq on |mprovement of eXIStlnq

Generally, mold relsase agents are diluted tens to

B products and development of new products

Since only a very small amount is applied, waste liquid is
reduced and a longer mold life is achieved, reducing
production costs.

Compared to general release agents, this product reduces

rochemical-derived raw ials by 38% per product
produced by the customer.
This contributes to improving the work environment by
reducing compressor power consumption, reducing the
amount of mold release mist scattered, and reducing noise.

40%

29%

FY2022 result FY2026 target
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50%

FY2030 target
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R&D system for solving social issues MORESCO

« Development system across Divisions, based on collaborations within the
company and with industry, government, and academia

 Launch of MOLGAD, a company-wide project

Application of VOC removal
Division A technology to high value-added
materials

Division B Development of organic
photovoltaic materials
R&D

L meetings : .
Division C Continuous development in the
« Solving basic field of life sciences

Overseas
subsidiaries

issues
* Solving
common issues In-house production of polymers
from non-petroleum-derived raw
materials

and new basic technologies
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Partner
companies and
universities

l Application of DX technology I
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Production of petrochemical materials from biomass

» Launch a consortium and aim to produce 10 tons of formic acid

per year by 2026

Reduction of methane from
livestock manure by biogas
plants

Domestic production of useful
chemicals (formic acid) using

ethane V
gas

L|vestock
manure

methane oxidation technology

2

Methane CH,; === HCOOH+ CH;0H

: Normal temperature

fermentation and pressure
BIO —
GAS G -

Chemical plant

Import

X

Local production and
consumption of formic acid from
livestock manure (feed additive)

o

Formic acid

N\

Decarbonization of supply
chain through domestic
production of formic acid

4

Biomethanol

/\

Bio formic acid ‘ Use of biofuel
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Sealant for perovskite solar cells MORESCO

» Participating in a consortium launched by Prof. Miyasaka, Toin University of

Yokohama
» Aim to develop a prototype by spring 2024 and start commercial production within the

next three years

Consortium

Peccell Technologies, Inc.
(Representative: Prof. Miyasaka)

MORESCO Corporation

MACNICA, Inc.

REIKO Co., Ltd.

[Special lecture] Prof. Miyasaka visited MORESCO and
gave a lecture.
(October 12, 2023) 29
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Accelerating
Global Expansion



Enhancement of the structure for global expansion MORESCO

» Assigning an executive officer in charge for each area to promptly respond to
customer needs
» Enhancing R&D function of each area to accelerate market launch of new products

* Early stabilization of new plants

» Strengthening development systems
(establishing new R&D center)

* Driver for shift to new energy vehicles

¢
%9 * Head Office @

North America
0 ]

» Considering partnerships with other
companies in the same industry
* Enhancing sales to American
@ customers
» Considering establishing a subsidiary
and expanding business in Mexico

©

Southeast/South Asia

* Expanding business and establishing
systems in Thailand

* Expanding hot melt adhesive business
in ASEAN

24
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China - Reorganization of Functional Fluids business MORESCO

» Improving production capacity and efficiency in functional fluids business
and streamlining management operations

» Strengthening development systems (establishing new R&D center)

Before reorganization After reorganization

MORESCO Corporation MORESCO Corporation

it e seliEEvE EUsliess Hot Melt Adhesive business
EIS‘_I\I‘EIT[\IDMORESCO TECHNOLOGY TIANJIN MORESCO TECHNOLOGY

CO., LTD.

Functional Fluids business \ Functional Fluids business
[ MORESCO HANANO DIE- )

CASTING COATING (SHANGHAI) gty

Management

: A\ \|ORESCO (ZHEJIANG)
(_CO., LTD. ) : ) FUNCTION MATERIAL CO., LTD.
H y
WUXI MORESCO TRADING
CO.,LTD. MORESCO China R&D Center

Wuxi MoreTex

. : MORESCO TRADING (ZHEJIANG
Technology Co., Ltd. : CO., LTD. ( )

* 50% ownership

L]
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North America - Reinforcing business through acquisition of

Cross Technologies Group, Inc. ITIOEESCO

Expansion of Functional Fluids business ’

Market share of die casting lubricants

2030
15%

Source: Based on in-house survey

» Enhancing stable supply by securing
production sites

» Acquiring sales channels for American parts
manufacturers and expanding sales

» Promoting new product development through
in-house production of raw materials

MORESCO USA Inc. Cross Technologies Group, Inc.
26
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Head Office and R&D Center MORESCO

Kobe Airport

» Performance outlook and other information related to future forecasts and strategies contained in this material is
based on the Company’s decisions at the time of preparation of this material and is subject to change in the future
without prior notice.

» The Company will not be held responsible for any damage caused by making investment decisions based solely on

the performance outlook and target figures provided in this material.
» Please note, copying or distributing this material without permission is prohibited.

October 16, 2023 https://www.moresco.co.jp/
27
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