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A history of value creation
2020s

Toward item-level data visibility

We aim to enable item-level tracking
and support new standards to facilitate

Turning raw data into real business value

Data is everywhere in today’s world. How can we create more value as data volume increases and data precision improves?

transparency and data sharing across

value chains.
(Millions of JPY)

2010s

At SATO, we constantly evolve our products and services in line with industry norms and standards to help businesses 160,000
make better and fuller use of data at their point of work. The rise of data
1 9905 We expanded data collection
A new business model based on and use, incorporating
auto-ID solutions third-party technologies as
i t di
We shifted our focus to selling solutions that :jscteos:ae?,n:ergsee Mk
combine various products to help businesses : 20200
collect data and streamline operations.
Our auto-ID solutions business over the years: 1981
Consolidated net sales Developed the thermal transfer
Overseas barcode label printer
| Japan 1 962 Many industries began using printers to print labels that 80,000
carry the data they need in standard barcode formats.
Developed the hand labeler
The beginning of tagging things with IDs Software applications (since 1995)
1 940 and more.
Founded e and support (since 198
Our founder started SATO, with a desire to make Consumables products (since 1964) 40,000
things easier for people. » Labels for hand labelers (since 1964) » Labels for printers (since 1981) » RFID labels and tags (since 2003)
» Primary labels/stickers (since 1979)

Mechatronics products (since 1940) » Hand labelers (since 1962) » Barcode printers (since 1981) » RFID printers (since 2003)

(FY) 1940

2000s

Changes in data
requirements

1960s

Capturing and managing product data
manually

e Static data

Product names, prices, expiration dates,
etc.

1980s
Capturing and managing product data via
machine-readable codes
e Variable data
Production dates, prices, lot numbers,
country of origin, etc.

Collecting and using data for traceability
and other applications

¢ Batch-level data
Raw materials, production logs, etc.

o Status data
Temperature, location, etc.

2020s

Making data more verifiable and
interoperable for advanced use

* Unique item-level data

Specimen IDs, lifecycle data,
waste manifest data, etc.




Medium-term management plan

In drafting the medium-term management plan

The societal challenges that businesses have to face today have
grown more complex than ever. Labor shortages, supply chain
complexity, need to reduce environmental footprint — these issues
cannot be solved by a single company and require industry-wide
collaboration across the supply chain. With the advent of RFID and
other technologies, auto-ID now serves a role beyond just improving

productivity; it can help solve these big challenges.

Our value-creation

process Group CEO message

As SATO has supported operations through tagging since our
founding, we see this change as a growth opportunity, which is
embodied in the 2030 vision: Pursue Perfect and Unique Tagging to
realize a future where everything has its own ID and connects
seamlessly. In fulfilling this vision, we need a solid corporate
foundation that makes our existing businesses more profitable while
investing in future growth. That's how we have drafted our FY 2024-
2028 medium-term management plan (MTMP).

present and future creation

Overview

- Current MTMP

Restore profitability

(F) 2024 2025 2026
Develop a robust revenue base for our core business

® Japan: Rebuild profitability

(Shift focus from sales to profit)

® Overseas: Seek sustainable and efficient growth

Reinforce our global management fundamentals
® Through five focal themes

Resume growth investments

P < Next MTMP ——————p>

2027 2028 2030

:< Commercialize the Perfect and Unique Tagging concept
® Through expanding into adjacencies
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To achieve the 2030 vision

The MTMP sets key steps to achieving the 2030 vision, with the first
two years positioned as the profitability recovery phase and FY 2026
to 2028 the growth investment resumption phase. The three pillars
of the plan are (1) developing a robust revenue base for our core
business, (2) commercializing the Perfect and Unique Tagging (PUT)
concept, and (3) reinforcing our global management fundamentals.

Under (1), we are fortifying the profitability of our Japan business

Numerical targets (Millions of JPY)

Metrics FY 2025 actuals | FY 2028 MTMP | FY 2030 targets
Net sales 163,434 186,000 200,000
Operating 11,041 15,700 21,000
income
Operating 6.8% 8.4% 10.5%
income ratio
ROIC 7.7% 9.4% 12.3%
ROE 6.3% 10.2% 14.1%
P/B ratio 0.9 Over 1.0

1. Derived based on share price as of March 31, 2026.



Medium-term management plan

and seeking sustainable and efficient growth in our global business.
Pillar (2) defines adjacencies as expansion domains that would
create new business opportunities and lead to commercialization of
PUT. And (3) comprises five focal initiatives: building a stronger
global brand, implementing human capital management, enhancing
cybersecurity, strengthening corporate governance and improving

management practices.

FY 2025 performance and MTMP progress

Consolidated net sales for FY 2025 increased to 163,434 million yen
(up 5.6 percent year on year) and operating income decreased 10.5
percentto 11,041 million yen. While the Japan business became
more profitable, the global business was affected by temporary
expenses and higher costs in some regions, yet the group made

steady progress in all three MTMP pillars.

(1) Develop a robust revenue base for our core business

e Japan business

In FY 2025, we made the business more profitable by focusing on
strategic markets and fields, improving the product mix with new
printers and embedding a mindset of profitability in sales. We also
strengthened our earnings base through company integration and
restructuring. We will continue to allocate resources to strategic
markets and fields in FY 2026 while expanding growth areas such as
RFID and automated tagging solutions.

Our value-creation
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¢ Overseas business

Despite a drop in operating margin, we continued to strengthen the
overseas base business in FY 2025 by allocating resources to
countries and regions with high growth potential, deepening our
presence in relatively high-profit markets and increasing business
with strategic customers (key accounts) operating globally. We will
keep allocating resources by priority in FY 2026 and enhancing PSI
(production, sales and inventory) management. This will help reduce
fluctuations in sales and improve profitability and capital efficiency.
We will also expand sales of new printer models to gain greater share
in markets with high-volume printing needs and increase recurring
revenue from consumables, servicing and software sales while
boosting our capability to supply consumables. We will support our
less profitable regions in gaining the know-how to close deals or
even strengthen their operational structure. In Europe, for example,
we are consolidating strategic planning and investment decision-
making functions through a regional headquarters structure for a
more integrated management approach across the region.

For the primary labels business, our Russian operation which
accounts for more than half of sales in this segment expanded
revenue by increasing production capacity. Profitability declined,
however, due to higher labor and raw material costs, lower selling
prices, and foreign exchange impacts. Moving forward, we will focus
more on high-growth, high value-added applications such as
product authentication as we enhance our offerings to stabilize sales

and profits.

present and future creation
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(2) Commercialize the Perfect and Unique Tagging concept
PUT is our concept for creating new value and solving societal
challenges by giving everything its own unique ID to allow item-level
information to be collected and used in the world. We are seeking
new business opportunities for PUT in fields where we can apply in
new ways the technologies, customer base and operational expertise
we have built up from our core business. These adjacencies are
expansion domains we will tap to develop PUT into a medium- to
long-term growth driver that would contribute to 3.6 percentage
points of our five-year CAGR from FY 2025 to 2030.

* Enable item-level tracking

(Blood and specimen supply chain, smart packaging)
With item-level tracking, we aim to enhance safety, generate
efficiencies and create new value by capturing and utilizing
information on the condition and history of individual items. The
blood and specimen supply chain is one field where RFID can help
medical institutions manage each and every blood product and
specimen with unique IDs. Our organizational enhancement in this
field in FY 2025 led to increased business opportunities. In FY 2026,
we aim to convert opportunities into sales as we strengthen
partnerships and bolster our capacity and presence in the health care
market. And smart packaging is a strategic area where we can elevate
packaging into a platform for utilizing information. Amid growing
demand for applications such as providing product information,
authenticating products and detecting package opening, we started
business development in FY 2025 and will continue to build on itin

FY 2026 as we deliver product samples and assess market feedback.



Medium-term management plan

¢ Support new market and industry standards

(Circular economy, logistics digital transformation)
This involves expanding data sharing across companies and
industries to create new business opportunities. Traceability in
resource circulation is a strategic field that will support the circular
economy with information needed in ensuring the quality and value

of recycled resources and products. In FY 2025, we launched our

Progress with strategic expansion domains

Generate ideas
and define products

Develop into

Commercialize .
core business

Blood and specimen °®
supply chain

Smart packaging ( ]

Circular economy ( ]

Logistics digital ®
transformation

How expansion domains would contribute to sales and
operating income (FY 2025-2030)

Support new market and

Enable item-level tracking e

+2.8 pts Sales growth
+2.9 pts Ol growth

+1.1 pts
+0.9 pts

Sales growth

Ol growth

Note: Based on comparing the projected CAGRs with and without businesses in
the expansion domains.
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Trace Eye Circular Economy solution for tracking waste collection and
reuse. We also started testing how digital product passports? could
be used on our own products in Japan to track and share information
from manufacturing to collection and recycling among companies
involved. We will continue collaborating with relevant parties in FY
2026 to develop an ecosystem that would provide us further

understanding of the market and opportunities for more business.

Investing strategically in smart packaging:
Acquiring Hiranoya Bussan

In June 2026, we welcomed pouch and flexible package®
manufacturer Hiranoya Bussan into our group as a wholly
owned subsidiary. The company is known for value-add
packaging that comes in customized shapes and functions. Its
capacity to handle all processes from plate to bag
manufacture and its
wealth of corresponding
expertise are what we
hope to integrate with
our auto-ID technologies
to develop smart

packaging solutions.

3. Soft packaging made with
plastic film materials.

present and future creation
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Logistics is another field where we want to establish standards for
data sharing as the industry pursues digital transformation to visualize
the supply chain and streamline operations. With driver shortages
now a chronic issue, we targeted manufacturing logistics in FY 2025
and will continue to expand our logistics solutions across more

markets and industries in FY 2026.

2. An EU-led initiative to use digital technology to allow data of a product (e.g., manufacturer,
materials used, recyclability) to be collected and accessed at any point in its lifecycle.

(3) Reinforce our global management fundamentals

Our actions to enhance human capital, governance and
cybersecurity are vital to sustainable growth. We revamped our HR
assessment system in Japan to take effect from FY 2026 and
appointed Regional CFOs in April for financial governance. Progress
was also made in improving the quality of management decision-
making to factor in future scenarios, and in establishing group-wide
infrastructure and protocols to address growing cybersecurity risks
with our IT systems, products and factories. For FY 2026, we aim to
embed the new HR system throughout the organization (to improve
productivity), instill financial governance worldwide and continue to
drive forward-looking planning with KPI-setting and scenario
analysis. Through post-investment monitoring and group-wide
resource allocation, we will raise our speed and quality of decision-
making while improving capital efficiency. We will also expand our
cybersecurity coverage and technology while setting up Al
governance and security. Building a stronger global brand is
another priority this year in spreading our brand message

consistently worldwide.



Evolution of group management

Organizational and management
transformation rooted in

customer value

Yoshinori Sasahara

Vice President
Oversees human
resources

Qur value-creation

Continually seeking an optimized organizational structure
Our mindset to prioritize customer value and always look for answers at
the customer’s worksite links directly to our corporate philosophy, and
is what sets us apart from competition. It's also the reason why we can
design our solutions with tags and labels to meet usage requirements
on site and serve as the information infrastructure for supply chains.
While our employees learn from understanding and solving
customer pain points, a lot of this knowledge was siloed. That was
why in 2010, we set up Retail, Manufacturing, Food, Logistics and
Health care market strategy departments at our Japan headquarters
to provide guidance to sales branches. This structure allowed us to
integrate expertise, foster specialized talent and engage sales
branches in close collaboration, moving expertise from individuals to

the entire organization. Also, we were able to grasp market trends

present and future e
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with speed and share them nationwide, empowering salespeople to
bring better proposals to customers. We identified customer pain
points and the processes to resolve them and accumulated these as
organizational knowledge. This in turn improves the precision and
replicability of our solutions, and has become the foundation of our
value proposition today.

SATO has consistently chosen to evolve in response to changing
market and customer needs. In 2011, we shifted to a holding company
structure and spun off our R&D, production and sales functions into
separate companies to develop next-generation leaders and enable
more agile decision-making. But as our competitive environment
changed and customer pain points grew more complex, we found
ourselves needing to work beyond company barriers, which led us to

absorb the split entities in 2018. Since 2020, we also started looking at

Organizational changes

FY 2021 FY 2024 FY 2025
SATO Holdings Corporation SATO Holdings Corporation Corporate functions SATO Corporation
Corporate functions SATO Corporation ;
. SATO Corporation Corporate functions
.
| —|_ Group Operating Officer
Mechatronics | Labels | RFID Mechatronics|  Labels

Product planning
R&D

Product planning

Production Production

Product promotion Product promotion

Quality control

Quality control

Optimize
globally

Optimize Optimize

Mechatronics Labels Japan Overseas

globally globally

Quality control | | RFID




Evolution of group management

how to better manage our expanding overseas business to strengthen
group-wide collaboration. We moved on to reorganize our internal
value chain around our Mechatronics and Labels businesses in 2024
and merged our holding company and main operating company in
Japan in 2025 to centralize business management.

When the world changes, so do our customers’ pain points and the
value they expect. We continually evolve our management structure by
asking what form enables us to maximize customer value. We will keep

embracing changes and make the transformations necessary for growth.

When change creates friction, dialogue moves us forward
We have pursued a range of transformations, including
organizational restructuring, to position ourselves for growth.
Transformation, however, is not just about new systems or policies. In
practice, we have repeatedly encountered gaps between aspirations
and reality. In just the past few years, we have undertaken numerous
initiatives that impacted employees, including business process
reforms and price revisions. Management may have a clear view of
where the company is headed, but from an employee’s perspective,
the first concern is often, “"How will it affect me?” which is an entirely
natural response.

Communicating why we need to act now is, therefore, more
important than the system itself. Transformation cannot be achieved
through one-way communication. Only by listening to employee
voices and continuing the dialogue about what we are trying to
achieve and what kind of growth lies beyond the change can
transformation become a force that moves the organization forward.

The latest revamping of the HR assessment system in Japan

Our value-creation
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particularly was met with some harsh feedback from employees when it
was first explained, as it directly concerned their evaluations, wages and
career plans. The company cannot simply announce what it wants to do
and expect employees to immediately accept and own the changes
and see the relevance to business growth. That's why our executives
worked with the HR Division, holding mindful discussions and following
up with their respective departments to create understanding of the
new system and its operation. Leaders should act as supporters, not
adversaries; we must listen to the questions and anxieties of employees
so that the organization can drive change with everyone aligned.

We aspire to extend our offerings beyond optimizing operations
in a single company or over a supply chain to span an entire society.
While various strategies and concepts — Perfect and Unique Tagging

being one of them — steer us forward, it's ultimately people that

Our corporate values aren’t merely decorative

present and future creation
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create value at the front lines. We see human capital not merely as a
theory or a metric to disclose but rather as an agenda the
management must address to let every employee perform at their
best. Starting FY 2025, we have added employee engagement as a
new KPI for executive remuneration to motivate senior executives to
take ownership in improving employee engagement. We can't force
job satisfaction and fulfillment onto employees, but we can create a
workplace environment that helps them set their own goals and build
on their careers feeling each step of their growth.

I'try to be a liaison between management and employees. Every
change involves some degree of friction that we must address
through repeated dialogue with employees. That effort will keep
SATO evolving in a way that is true to who we are — a company that

has consistently transformed itself for greater customer value.

Results of global engagement survey

Global expansion and M&As have brought companies of varying histories and FY 2025
cultures into the SATO Group. In uniting this diversity under a single management, we FY 2024 87%
needed a common language that articulates what we value the most, which led us to Understanding 86% +1
redefine SATO Values in 2013 as our global shared philosophy and establish a LU el
department in 2016 dedicated to instilling them throughout the organization. Today,
we have 138 SATO Values Leaders in 27 countries/regions driving team discussions Relating to +3 82%
and workshops at their local offices to root our values into daily activities. SATO Values

Like rules and policies, corporate philosophy will not take root through one-way
communication. Only by sharing success stories and inspiring local action across iy 66%
borders are values internalized. We commit to “Building people, Building business” :f‘l(':;c\llr;?ues 64% +2

and will continue to sow our values worldwide to drive business growth.



ROIC and related metrics

®ROIC %)

93

(FY) 2021 2022 2023 2024 2025

ROIC in FY 2025 improved 1.9 percentage points versus FY
2021 due to the strong performance of both our Japan and
overseas businesses. In the recent update to our medium-
term management plan, we have setimproving ROIC, a key
driver of ROE, as our priority for raising price-to-book ratio to
above 1.0 and further enhancing corporate value. This
involves improving operating income ratio through redefining
our revenue structure and optimizing costs aimed at stable,
sustainable profitability. It also involves increasing invested
capital turnover with disciplined working capital management
and stronger processes for making better investment
decisions. By setting a clear focus on these important areas in
FY 2025, we aim to work toward higher ROIC and ROE and

eventually higher corporate value over time.

Learn more about our business results over a multi-year span.

o 11-year financial summary (download link)

Our value—creat\om
process

® Operating income ratio (%) Overseas

- 8.0 business
6.2 : &l
5.1

Japan
business

(FY) 2021 2022 2023 2024 2025

Operating margin for our base business improved
thanks to higher sales, repricing and tighter SG&A
control. Profitability dropped in our Europe primary
labels business, however, amid heightened costs and
competitor activity.

BEBITDA (Millions of JPY) Working

capital

17,884 17,028

13,961 15,456

10,861

(FY) 2021 2022 2023 2024 2025

Through controlling costs and SG&A expenses to
increase operating income, we were able to strengthen
cash generation to fund strategic investments and
dividend payouts.

M Invested capital turnover (Times)

Non-current

— L PN
163 M9 169 167 164

(FY) 2021 2022 2023 2024 2025

We maintained capital efficiency by managing our
working capital (which increased with revenue growth)
and making only selected capital investments eyeing
future profitability.

Group CEO message
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B Overseas: Net sales (Millions of JPY)
B Overseas: Operating income (Millions of JPY)

7839
68657 67931 12287

52,496

(FY) 2021 2022 2023 2024 2025

The base business remained solid as our overseas
subsidiaries captured market demand steadily. Primary
labels sales grew but profit declined from a year ago
due to higher costs.

® Japan: Gross margin (%)
M Japan: SG&A expenses (Millions of JPY)

465 456 434 453 451

—— ° —o
31,268 31,226 31,012 31955 32970

(FY) 2021 2022 2023 2024 2025

We introduced product repricing and other changes to
protect our margins while managing our SG&A
expenses for cost effectiveness.

M Inventories (Millions of JPY)

26854 27,135 28955 20632

20,418

(FY) 2021 2022 2023 2024 2025

We focused on optimizing inventory, ensuring we hold
enough but not excess stock and also speed up
inventory turnover.

M Receivables (Millions of JPY)
M Payables (Millions of JPY)

7 29,697 31,020

26,688 27,113 2861

(FY) 2021 2022 2023 2024 2025

Trade receivables increased in line with global sales
growth while trade payables declined due mainly to
new laws mandating shorter payment terms in Japan.

H Property, plant & equipment (Millions of JPY)

36406 38725 L
30,390 32,331 -

(FY) 2021 2022 2023 2024 2025

Long-term, tangible assets are growing as we expand
production capacity overseas. This is while we hold off
investments in Japan to rebuild profitability.

H Intangible assets (Millions of JPY)

6,257

5,362

(FY) 2021 2022 2023 2024 2025

Intangible assets are trending upward with software
development and upgrades and investment in new
internal systems.


https://www.sato-global.com/content/dam/sato/corporate/content/global/us-en/ir/library/integrated-report/2026/2026_e_finance_summary.xlsx

Financial strategy

Improving management fundamentals:
Governance, investment performance

and capital efficiency

Osamu Masuko

Group CFO

Executive General
Manager of Corporate
Management
Oversees compliance
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What achieving sustainable growth entails

At SATO, we steadily increase our value over the long term through
innovation. We believe in redesigning the movement of people,
things and information to transform how industries operate starting
from their front lines. This led us to invent the handheld labeler in
1962 and thermal transfer barcode label printer in 1981, setting new
standards for retail and logistics at the time.

To carry forward our heritage, our medium-term management
plan positions Perfect and Unique Tagging (PUT) as a central theme
driving the next wave of innovation. PUT is a long-term initiative that
aims to create new value by expanding item-level information
management. As results will not emerge overnight, we must continue
refining its real-world application through repeated testing. Pursuing
PUT will require a strong financial foundation and robust
management systems capable of supporting ongoing innovation.

For any global business, managing business opportunities and
governance risks across regions is no easy task. We will strive to
strengthen our management fundamentals from both financial and
governance perspectives so that we can make better, quicker group-
level decisions while operating at the right size to achieve sustainable

growth globally.

Strengthening financial governance and

corporate management

For a start, SATO must strengthen its ability to generate cash to
achieve medium-term growth. Placing ROIC discipline at the core of
our financial strategy, we will seek both profitability and capital

efficiency to drive better business management. While the
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importance of operating income is now well-recognized across the
company, we can do more to raise awareness of invested capital,
particularly with a focus on shortening our cash conversion cycle. We
will also steadily implement measures such as optimizing product
lineup and enhancing demand-forecasting accuracy to generate
more cash and appropriately reallocate it to growth areas, thereby
improving our capital efficiency and business portfolio.

To deliver these measures effectively on a global scale, SATO
appointed Regional CFOs in April 2026 as part of its new framework for
monitoring days inventory outstanding (DIO), days sales outstanding
(DSO) and days payable outstanding (DPO) as common KPIs for cash
conversion. In addition, we established a Financial Planning Department

to enhance both our financial planning and analysis (FP&A) and treasury

Capital allocation for FY 2025 to 2028

(Millions of JPY)

Cashin Cash out

Strategic investments
15,000-20,000

Operating cash flow

Investments in business
infrastructure
(Up to) 30,000

55,000

Shareholder returns
10,000-20,000

Debt financing
15,000

Working capital

Note: Excludes the impact of the new lease accounting standards set to take effect in Japan
from April 2027.



Financial strategy

functions. The Japanese headquarters office will work closely with our
different subsidiaries to accelerate improvements tailored to local
challenges and strengthen financial governance.

In FY 2026, we created a new Corporate Management HQ to head
our finance, legal, governance and general affairs departments,
under the oversight of the Group CFO. With these departments
working together in developing and enforcing the overarching
systems that regulate and protect our business, we can make
investment decisions or manage risks in a faster and more consistent
manner. We recognize the importance of following up on growth
investments and will work on building a more disciplined investing

process. We will also introduce digital tools for accounting and other

Our value-creation
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financial processes to help relevant departments timely share
numbers and insights for better corporate management and
decision-making.

Managing investments carefully is important, too. An earlier
investment we made for replacing internal systems led to an
impairment loss of approximately 1.3 billion yen in FY 2025. We must
strengthen discipline and oversight to ensure the same does not
happen again.

To stabilize our business fundamentals, we must maximize our
capital efficiency while minimizing financial risks. We will centralize
cash management and work toward overall optimization.

And to diversify our financing options, we have obtained a new A—

present and future creation
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rating (previously BBB+) from the Japan Credit Rating Agency. This will
not only facilitate our access to capital markets for stable funding but
also improve stakeholders’ understanding of our financial strengths and
creditworthiness, when combined with equity analysis. Currently, our
price-to-book ratio, which is tied to capital efficiency and growth
expectations, is below 1.0. Besides raising our capital efficiency, we plan
to steadily implement growth investments and engage with capital
markets by communicating our upside potential. We are committed to
long-term profitability and shareholder returns (as set forth in our
dividend policy) and will keep up efforts to strengthen cash generation

and governance safeguards to earn the trust of our investors.

Challenges we face

Dealing with rising geopolitical risks

and complex regulatory demands

Analyzing and validating data to

understand current performance and
plan for the future

Managing business, finances

and risks with a global outlook

Areas to strengthen

Corporate management

Financial governance

Forward- ® Run scenario models to simulate future financial outcomes . . . e
looking e Set KPIs for the medium to long term Oversight * Appoint Regional CFOs (for Asia Pacific, Europe and the
- . . - . Americas) to report to the Group CFO

strategy ¢ Use Al tools to improve predictive analytics and decision-making

Post- ® Track how investments perform periodically Gl Flay ® Monitor cash in and out

investment e Compare returns against initial financial goals - IN Centralize cash management

follow-up ¢ Adjust investments with agility MREIE SIS I Manage exchange rate risks
® Approach capital allocation and investments holistically e Standardize rules and frameworks that guide financial
e Distribute financial resources to achieve both short- and activities

Overall Internal ) - .

B long-term goals ———— e Establish decision-making processes

® Set up new Decision Support Department to help with
investment decisions

e Ensure competitiveness and accountability of procurement
and purchasing

Dividends per share

(JPY)
100 Dividend policy: 80
Enhance corporate value and W‘;;;ggg;’f
—go  deliver stable and progressive
dividend payout’ per share 76
60
40
20
17
N I E O R E R B
0 (FV)1999 2005 2010 2015 2020 2025

1. Dividend payout that stays consistent or increases year on year.



Business strategy and outlook

Share knowledge globally and
allocate resources to grasp

growth opportunities

Hayato Shindo

Group Operating
Officer

ur value eation

Scaling out to improve profitability

SATO has long supported worksites in manufacturing, logistics,
health care and other sectors by delving deep into their operations
with the mission to keep them running. Our labels and tags, despite
their unassuming appearance, are tailored to meet customer
requirements for adhesivity, durability and application method.
Combining them with our printers, print and apply systems, software
and maintenance services, we deliver solutions that optimize
operations. Our hands-on approach to proposing solutions and
supporting operations is how we have fostered lasting trust
relationships. It is not uncommon to see customers who once
switched to a competitor’s product come back to SATO, realizing the
difference in how well products fit into their workflow and run stably.
These relationships are a key source of our recurring revenue.

Yet we can no longer keep customizing for every customer and
stretching our sales, R&D and engineering resources if we want to
standardize solutions for more versatile use. Particularly with the
growing demand in recent years to mix RFID and other auto-ID
technologies with various sensors, software and automation
equipment, the process of building solutions for each worksite has
become more complicated than ever.

That's why we are now working to package our know-how gained
from customizations into standardized solutions while still upholding
our hands-on, workflow-focused approach. For software, we aim to
increase the proportion of sales generated by packaged solutions
and cloud services to 60 percent by fiscal 2028, while raising
recurring revenue, primarily from cloud service fees and
maintenance, to 40 percent.

We are also reorganizing our sales structure to focus on strategic

present and future
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accounts and greater use of partners. Rather than handling
everything in-house as we have traditionally done, we will shift our
resources toward growth domains and development of new
applications, which will allow our salespeople to focus more on
developing greater value-add proposals.

SATO has a culture of immersing in customers’ operations and
working relentlessly to solve on-site challenges. While this is one of
our biggest strengths we should sustain, we must evolve it into a
business model that is profitable and scalable. Turning our
worksite-centric value into sustainable growth is now a key priority

of management.

Balancing efficiency with innovation
Starting FY 2025, we have transitioned to a management structure

that oversees the entire value chain from R&D and production to

Benefits to standardizing printer platform

Design, develop and test each printer model individually

Centralize and streamline R&D and testing

Standard platform Roll out to
(Control modules, interfaces) >> multiple models

e Shorter R&D phase = Printer A
® Faster QA testing = Printer B
¢ Consistent/better quality = Printer C




Business strategy and outlook

sales. This allows us to see our businesses in and outside Japanin a
full, global picture to make decisions on resource allocation and
investments in terms of group-wide profitability and capital efficiency.
It's already playing out, for example, in cost tracking, allowing us to
better monitor and manage our inventory and logistics costs.

We are also strengthening efforts to share internally the
knowledge gained around the world on advanced and new use
cases. It's an effort to mix and match operational know-how with
region-specific societal challenges to create solution models that
could be replicated across regions.

In R&D, we established a common platform for our key printer
portfolio. By standardizing control modules and interfaces, we reduced
the time it takes to develop and test printers, which allows us to release
new products according to market needs or product lifecycle and
optimize our lineup. Our next-generation flagship model released in
January 2026 was the first built on the new platform. With features such
as high precision printing and Al-powered predictive maintenance, it is
strengthening our competitive advantage in the market.

As for our strategic target customers, we will continue to deliver on
individual customizations to drive innovations. One example is an
ongoing project in the U.S., whereby we adopt agile development to
respond rapidly to individual customer requirements. Through close
collaboration with customers in this way, we turn new solution concepts
into reality to create value beyond efficiency improvements while gaining

knowledge that can be applied to proposals for other customers.

Create value in Japan, a market at the forefront of
demographic change

While our business in Japan generates stable profits, it's also a market

Our value-creation

process Group CEO message

at the global forefront in terms of an aging population and labor
shortages. When we develop products and services that address
these challenges, Japan serves as a testing ground for global
launches. With automated tagging solutions in particular, sales have
grown and remained at a high level since fiscal 2021, driven by
growing demand for labor-savings and greater efficiency since the
pandemic. We will work on packaging our operational expertise into
versatile solutions to pursue greater market share and growth.

Over the medium to long term, we will expand solutions that
generate recurring revenue while further refining the respective roles
of SATO and our sales partners to deliver value to a broader range of
customers more efficiently. This effort goes along with cost reductions
in inventory, logistics and disposal that we have been undertaking
since FY 2025. We will continue to seek profitability and capital

efficiency while upholding our worksite-centric strengths.

present and future
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Play to each region'’s strengths to accelerate growth

As our overseas business defines our growth, we will focus resources
on markets and domains with significant revenue potential. The auto-ID
solutions market continues to expand worldwide, most notably in
emerging economies, and although SATO only holds a small market
share, it gives us the space we need to win over competitors and
explore new end-use applications. That's what motivates us to take the
operational expertise we fostered in Japan to the world, work together
with local companies, and deliver solutions that take root and stick with
businesses to make us their essential partner.

The Americas are the world's largest market for auto-ID solutions
and offer a wealth of opportunities for our base business, while also
presenting intense competition. We are steadily gaining market share
as we capture key accounts with agility in this fast-moving market. The

read accuracy of our RFID tags and our ability to adapt label

Japan: Base business sales and operating margin

Japan: Sales for RFID and automated tagging solutions

(Millions of JPY) (%) (FY 2021=100)
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application and other aspects of our solutions to customer needs have
received high acclaim from a major retail and e-commerce operator,
giving us an advantage. And with businesses in the U.S. increasingly
preparing for Sunrise 2027, we also see growing needs for item-level
information management. This trend expands the opportunity for us
to play to our strengths as we boost efforts to develop new end-use
applications and markets with partner companies.

Demand in Asia and Oceania is growing respective to GDP
growth of each country. With many Japanese manufacturers running
factories in the region, our koto-uri approach of selling the solution,
not the product, has proven effective and is catching on with local
businesses as well, particularly in food-related sectors.

Our business in Europe still shows profit shortfalls due to short-term
increases in fixed and variable costs. But with environmental

regulations and digital product passport initiatives calling on the

Our value-creation
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importance of managing information over an entire product lifecycle,
we see our field of play growing to our advantage. We hope to build
on what we learn about the regulatory requirements in Europe and
port this knowledge to Japan and other regions in Asia.

Also part of our overseas operations is primary labels, our high-
profitability business comprising group companies that specialize in
the manufacture and sale of labels pre-printed with static data such
as product name, brand logo and ingredients. In this field, it is
becoming increasingly popular to attach identifiers to product
packages so that each product can carry information starting from its
point of production. We expect this trend to drive greater synergy
between our primary labels companies and base business as it
requires both package printing and supply chain competencies. Our
primary labels business helps us connect directly with brand owners

and shape a new value proposition — tagging data to products

Behind our value
creation
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accurately so they connect with the entire supply chain — which we

will work to develop going forward.

Run business glocally

SATO aims to be a corporate group that generates stable profits
through existing businesses while strategically allocating these profits
to new domains to achieve sustainable growth. To fulfill this long-term
goal, we need to be more agile in adapting to changes. We will strive
to grasp growth opportunities by reassessing unproductive strategies
and channeling our human and financial resources toward areas
where we can better demonstrate our strengths. We will think
globally and act locally, taking the glocal approach to share expertise
across regions and deliver reliable solutions that create value for

customer sites around the world.

Overseas: Base business sales and operating margin

(Millions of JPY) (%)
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Sustainability management

Integrating social and business value

through backcasting-based management

Our basic policy for sustainability focuses on value creation and social
coexistence. It also commits to aligning our sustainability initiatives
with the actual situation of our business operations and making them
duplicable over time or across the SATO Group.

At SATO, we have a Sustainability Promotion Committee that
comprises members from corporate planning and other key business
departments. Reporting directly to our executive team, this committee
operates under the oversight of our board of directors to drive
sustainability efforts together with business strategies. It also works to
move materiality from assessment into company-wide action.

Internal board members and executive officers come together to
assess our materiality with reference to the European Sustainability
Reporting Standards. They discuss and study how evolving
environmental and social issues, including climate change and
human rights, may impact our business activities from both risk and
opportunity perspectives to identify a broad range of material topics.

In July 2025, this materiality assessment was updated to match our
medium-term management plan and keep up with current or future
business and social trends. We use the backcasting approach, which
involves defining a sustainable future where we leverage our strengths
on site to meet changing needs of society and our auto-ID industry
through Perfect and Unique Tagging, and working backward to
determine the material topics we must address now to get there.

We will run PDCA cycles to improve materiality continuously so
that we can achieve both social and business results to raise

corporate value and realize our corporate vision.

Our value-creation
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Materiality KPIs

From our materiality assessment, we map the material topics to
business and/or risk owners, who work with internal subject-matter
experts to develop action plans that incorporate transparency,
compliance and risk management. In 2025, we started setting KPlIs for
selected topics including employee engagement and respect for
human rights, also by using the backcasting approach. Our KPIs for
topics related to creating shared value (CSV)', for example, help track

the connection between social and business results based on the

Example of creating shared value for natural capital and public infrastructure

As trees age or get infected with pests and fungal diseases, there
is a growing risk of falling trees during extreme weather. But most
local governments in Japan use a manual tree management
system and some even have no visibility of the exact number of
trees under their charge. There needs to be a more efficient and
effective solution, especially given ongoing labor shortages.
Kawasaki City (in Kanagawa Prefecture) has been working with
different partners in its vision and action plan to preserve lkuta
Ryokuchi, the city’s largest urban park, for future generations. This
is how SATO came to participate in a pilot for tree disease
management at the park, tagging trees near the entrance using
NFC? tags printed with two-dimensional barcodes. This solution
lets park officers tap or scan the tree tags via smartphones to
record and check tree health problems such as dead branches

and leaning trunks. In switching from paper to digital records, tree

present and future
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customer value we deliver through our products and technologies.
Setting materiality KPIs provides the transparency needed to measure

and evaluate our progress objectively.

1. A business concept about creating economic value in a way that also creates value for society.

Learn more about our materiality assessment and KPls.

Q www.sato-global.com/sustainability/

inspection data can be
stored centrally and
analyzed easily over the

medium to long term to

help parks identify
high-risk trees and prioritize their pruning or removal efficiently.
This solution is a good example of how SATO can apply its
technology to nature and public infrastructure to give things
identifiers to know or manage their status at the item level. Since
we rely on wood-derived resources for our label products,
maintaining and conserving natural capital is closely linked to our
business fundamentals, and we will continue exploring
opportunities to create new value in this area.

2. Near field communication; a technology that allows wireless communication
between devices up to 10 cm apart.



HR strategy

Our human capital management

Since founding, our business operations have been powered by
people. Employees are the source of our competitive edge as they
engage deeply with customers — thinking and acting autonomously
to understand customer operations, identify fundamental problems
and build tangible solutions. These collective strengths of
employees who practice Ceaseless Creativity are not easily
duplicable; they are also what transform our business from selling
products to selling tagging solutions that create value to meet
changing customer needs.

To accelerate our shift to Perfect and Unique Tagging, we must
hone many competencies and increase our value creation. This is why
we are now strengthening our organizational and HR foundations
with a focus on improving employee engagement and matching
diverse employees to their roles.

Building stronger human capital to drive business strategies
In a rapidly changing business environment with intensified
commoditization and competition, we recognize that our existing HR
development and evaluation frameworks are not enough to sustain
our edge. To better manage human capital as part of our business,
we established the HR Development Committee in 2022 and tasked
it to study and implement in phases systems that train talent for key
roles, ensure diversity and raise employee engagement. Through
this committee, we introduced role-based grading in FY 2026,
paving the way for us to evaluate and pay employees based on
responsibilities and performance expectations that are specific to
each job role. We will work to fully embed the new system and keep
enhancing it while continuing to advance our human capital

management for building business.

Our value-creation
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For more effective and efficient talent development and deployment
Optimizing our workforce in line with different stages of business
growth is important for us to implement Perfect and Unique Tagging
successfully around the world. We make it a key priority to expand
our talent pool for developing new businesses and supporting the
company'’s holistic and sustainable growth.

With role-based grading, we can now better manage human
capital based on job profiles and expertise and understand the
requirements of each business area and function to optimize talent
development and deployment.

In Japan, we develop employee capabilities in utilizing data and
making management decisions for company-wide optimization to
foster talent who can drive productivity and value creation in new
domains. We are also promoting talent management and delegating
authority to each region and subsidiary based on their respective
growth stages to help them operate more independently. We work
on succession planning of key positions too, while building up our
talent portfolio to align with business strategies.

We will continue these efforts to strengthen the foundation on

which we create value to grow our business sustainably.

present and future
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Raising employee engagement under the lead of
executive officers
We conduct an annual employee engagement survey group-wide
with a standardized set of questions, identifying areas of concern
which we work on to improve continuously. Because raising employee
engagement was identified as a key priority for SATO's materiality, we
have added employee engagement as a new KPI for executive
remuneration starting FY 2025 to motivate executive officers to
monitor engagement levels and initiate necessary improvements.
Through the employee engagement subcommittee set up under
the HR Development Committee, our executive officers plan and
promote activities related to workstyle innovations, diversity, equity
and inclusion, and career development, primarily for our offices in
Japan. With the leadership of our executive team, we will strive to
improve workplace satisfaction and organizational health for more

effective human capital management.

Learn more about our human capital management.

Q www.sato-global.com/sustainability/social/

Role of our HR Development Committee
Investments in

talent portfolio, etc.

We will expand its scope to
handle more reviews

and discussions related to
HR development.

Strategies for shortlisting,
deploying and developing talent

Agendas set by the board's advisory committee
and other immediate priorities

Strategic HR investments
Talent management

Problem solving

Short term Medium term Long term



