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Invisible infrastructure supporting an item-level data society
In recent years, we see a growing trend of businesses wanting to
manage and identify products which were once handled as identical,
atthe item level. ltem-level identification and tracking is already
well-established in manufacturing for quality control and traceability,

and in health care for safety and supply chain management.

Enabling item-level visibility,
starting where customers are

What is new is the volume of item-level data on product origin,
shipment history and conditions. As businesses and consumers
require increasingly accurate and reliable information, item-level data
management is expanding beyond specific industries into a much
broader range of applications.

SATO has continued to address needs through “tagging,” giving goods
and people identifiers and other information with precision and integrating

them into customer operations. We do not just sell printers and labels, but

also provide software and after-sales service and support to keep them
running stably. About 70 percent of our core revenue is based on recurring
business. The solutions we provide for essential industries like food, health
care, logistics and manufacturing function quietly as invisible infrastructure,
= supporting society.

Today, the idea of item-level visibility is gaining traction. In the
U.S., GS1 Sunrise 2027 is driving the transition from conventional

barcodes to data-rich two-dimensional codes. (See sidebar on next

Hiroyuki Konuma page.) This is not just a shift in how products are identified. 2D codes

President and Group CEO carry a much greater quantity of data, enabling broader use across
companies and industries. | strongly believe we are now entering an
era in which the ability to continuously manage item-level data will
become a new form of infrastructure supporting society and industry.

s When | was in school, | worked part-time in apparel, where many tasks,
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like receiving shipments and stocktaking in the back room, relied heavily
on manual work. My job was on the sales floor helping customers but
much of my time was spent looking for inventory. This experience taught
me the importance of making information accessible where it is needed.
When all the pieces are in place, people can perform at their full potential.

With this in mind, we unveiled our Perfect and Unique Tagging
(PUT) concept in 2024. PUT is our vision for identifying every item
individually and accurately capturing and utilizing the data associated
with it. We are not moving into an entirely new field. Rather, it is about
further evolving the expertise and implementation capabilities we
have developed across a wide range of customer sites as the use of
item-level data expands.

Another increasingly important factor is standardization, which enables
item-level data to be used across companies and industries. SATO has

long participated in rule-making discussions with relevant government

GS1 Sunrise 2027

Sunrise 2027 is an initiative led by GS1 US, the U.S. organization
of GS1, the international standards organization for supply chains,
in preparation for the adoption of two-dimensional codes by POS
systems in retail. As the use of 2D codes expands, infrastructure to
utilize more information at the item level will be required. This is
expected to streamline operations, enhance traceability and
create new opportunities for consumer engagement. We will
leverage our expertise in tagging and on-site deployment to

support the expanding use of item-level data.
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bodies and industry organizations, while translating those standards into
systems that can be operated reliably in the field. This ability to make
standards part of real-world operations is our competitive advantage in an
era that calls for transparency and data sharing across industries.

Wider use of item-level data can improve supply and demand
management, scale personalized services and support waste
collection and reuse processes for the circular economy. These
changes transform how industries operate. Data on where and how a
product was shipped, used and recycled — which was previously
fragmented across value chains — can now be connected. Our role
now, therefore, is no longer just to capture data but to make it
accessible and usable by anyone, accurately and continuously.

By providing end-to-end support — from selecting auto-ID
technologies and designing optimal operating processes to

maintenance and support — we don't just envision a world in which
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item-level data circulates and is utilized, but involve ourselves in
realizing it with supporting systems that function seamlessly at business
sites. We will also expand into packaging-stage serialization, data
tracking and audit trail management while enhancing our software and

servicing support to add to the value of our recurring revenue model.

Turning on-site deployment capabilities into sustainable growth
In FY 2025, our business in Japan saw strong growth but performance
elsewhere varied by region. | believe these differences reflect the
extent to which we have been able to deliver in each region one of
SATO's core strengths: working closely with customers in the field
and supporting them through to day-to-day operations. We will work
globally to more consistently and efficiently propose and tailor high
value-added solutions to local needs while improving profitability of

our core business.
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For our core business, protecting profitability is a key priority as
price competition continues to intensify — particularly in hardware —
and rising raw material costs squeeze margins. We aim to streamline
our R&D and manufacturing and optimize product mix in ways that
sustain profits. For a start, we have developed a common platform for
printer control and connectivity, and launched our first model to
incorporate itin FY 2025.

That said, SATO's value is not created through products alone. Since
the 1990s, we have been honing our strengths in koto-uri (selling the
solution, not the product), combining printers and consumables with
software and support services. Products alone cannot solve customers'’
operational challenges. Because every customer operates differently,
we work closely with them even after deployment, fine-tuning our
solutions and providing the necessary support to ensure they run
stably and optimally. This builds trust to create lasting relationships and
value that cannot be measured by price alone.

To achieve sustainable growth with our business model, we must
balance customer-centricity with profitability. Focusing on customer
needs requires huge sales and service and support teams, which drives
up SG&A expenses. In response, we have shifted to evaluating and
analyzing sales activities based on not only revenue but also gross
profit. We also switched to area-based sales to let sales reps
collaborate and share know-how within their assigned areas, so that
they develop deeper local understanding to keep customers coming
back and drive profitability. While these changes are still in their early
stages, we are already seeing positive results.

It is important to instill koto-uri outside Japan as well. SATO has

offices in 27 countries and regions. In Japan, we sell our products and
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services directly to customers, while in other countries, we typically
sell through local partners. As trends for item-level traceability and
standardization pick up, we must be ready to deploy such solutions
and make sure they work reliably at customer sites. Scaling this
internationally is not easy, however, as worksites vary by industry and
region and developing koto-uri talent takes time.

To this end, we are investing resources with a priority on key
markets and domains, while sharing expertise across regions in the
form of duplicable solutions. We will take one step at a time to do
what we can to shape stronger, SATO-unique value propositions for
customers worldwide.

Equally important is clearly communicating what we do as a
business at the global level. Since becoming Group CEO, | have
visited our sales offices in different countries and seen up close how
local brand recognition affects our ability to generate business. In
some markets, SATO is still perceived as a product manufacturer. We
are therefore revisiting our corporate identity, including our purpose,
to redefine our brand. We aim to solidify relationships with customers
worldwide by aligning our workforce around shared goals that move

everyone in the same direction.

Perfect and Unique Tagging: Transforming corporate value
Our current price-to-book ratio is a sign that the company’s assets
and growth potential are undervalued, and the management team
takes this seriously.

Short-term profitability improvements are not enough to change
this valuation. To earn the market's trust, we must show a clear vision

for growing our business and consistently deliver on it. In Japan, there
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Our 2030 vision

Pursue Perfect and Unique Tagging to realize

a future where everything has its own ID and

connects seamlessly

are rising trends to address shared challenges in society through
combined public and private investments across strategic sectors that
include manufacturing, logistics, health care and recycling. These are
the very sectors that comprise our customer base, and we can help
transform their infrastructure with our tagging solutions. We will tap
into this growth opportunity to not only improve our core business'’s
profitability but also turn Perfect and Unique Tagging from concept
into value creation. As part of our plan, we have acquired Hiranoya
Bussan to strengthen our smart packaging business. (See sidebar on
Page 13.) We will also strive to make better management and
investment decisions for seeking partnerships and M&As that drive
discontinuous growth on a global scale.

The more | observe the changes taking place around us, the more
convinced | become that the direction SATO has been pursuing will
be increasingly relevant to society. With the ongoing shift toward
accurately connecting information at the individual-item level and
utilizing it across companies and industries, our PUT concept is also
entering the implementation phase. Using item-level data reliably
and continuously in the field is not easy. But | am convinced that
SATO, with its long history of working closely with customers at their
sites, is uniquely positioned to help make an item-level data society
work in practice. We will translate this transformation into sustainable

growth and steadily enhance our corporate value.



