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Presentation (without honorifics)

Morita (Announcer/Moderator): Welcome to “Interview with the Top Management.” Today, our guest is Toshihiko
Hamada, President CEO of Nippon Sanso Holdings Corporation. Thank you for joining us.

Hamada: Thank you.

Morita: This is your third time to appear on our program. Could you reacquaint us with the company, Nippon
Sanso Holdings?

Hamada: With pleasure. Nippon Sanso Holdings was founded in 1910, which means we are quite an old company,
but now being in our 114%™ year, | feel that we have grown increasingly enhanced.

As for our operations, we supply various types of industrial gas, which | will get into more later. In 2020, we formed
superordinate company for our various business companies. That company is what Nippon Sanso Holdings is today.

While we are listed on the Prime Market of the Tokyo Stock Exchange, our majority shareholder is Mitsubishi
Chemical Group. Even so, we maintain our listing based on independent management. We are engaged in various
businesses globally, including in the United States, Europe, Japan, and Asia-Oceania. In addition to industrial gas, we also
have the Thermos business, which is a company that produces thermos bottles. I will explain more about this later.

Morita: Actually, let me just ask you now. Within your business portfolio shown here, only Thermos is shown in red.
This mean you are also conducting B-to-C businesses that directly tie into individuals’ lifestyles and daily living,
correct?

Hamada: That’s correct. Here | have a Thermos product. There are many types, but this one is made of stainless
vacuum insulated bottle so it won’t break even if children swing them around or throw them. While quite some
time has passed since we started selling these products, the brand Thermos itself is actually in its 120th year. This
business is therefore older than our company, and has a very long history. We offer a number of products related
to these Thermos bottles as part of our business, and it is the only B-to-C company in the group.

Morita: Being a mountain-climber, | have a few of these bottles myself. Female office workers love them as well.
Hamada: I'm glad to hear it. We offer a variety of cooking ware and other products as well.

Morita: Next, tell us where your main business of industrial gas is positioned in the market.
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Hamada: I'd be glad to. We have continued to operate in 32 countries. As a whole, we posted sales of roughly 1.255
trillion yen and core operating profit of roughly 166 billion yen for the last fiscal year ending March 2024. That is the
current scale of our company.

We have developed our industrial gas business in various places. There are many types of industrial gases, and in
my opinion, it could be called a part of industrial infrastructure. Nearly all manufacturing businesses use gas.

This is our current market position in the world. While we are termed a major global corporation, we are still
fourth worldwide, and the fifth place is at our heels. | feel we have to increase our pace and work harder. In Japan,
we are maintaining the top position in the market.

Morita: To expand on your discussion of industrial gas, could you give us some color on exactly what industrial gas
is?

Hamada: For the general audience, it may be a little difficult to understand what industrial gas is. You could think of
all gas other than propane gas used in households as industrial gas. | imagine that many people have heard of the
names “oxygen,” “nitrogen,” and “argon” when they were in secondary school. However, it is generally not quite
understood how these gases are used.

Morita: | see. Looking at your message on Nippon Sanso Holdings’ website, you say that industrial gas constitutes
industrial infrastructure that underpins all kinds of industries. What kind of industries has it supported over time?

Hamada: This information is included in our company history, but | believe oxygen was the first industrial gas to be
used to quickly raise the temperature in welding and cutting metals, for the purpose of boosting heat efficiency.
Around that time, we were in the business of supplying oxygen in iron gas cylinders.

As the industry gradually developed with massive volume in areas such as steelmaking and shipbuilding, and the
guantities of oxygen used also grew gradually. That prompted us to create oxygen supply systems consisting of our
plants built next to our customers, from which we used pipes to supply gas. This was the first step in a gigantic
business shift for us. From there, you could say we grew immensely alongside the major development in industry
that took place from 1950 to 1960.

Another major category of gas besides oxygen is nitrogen. A gas thoroughly defined by its inertness, nitrogen is
used to maintain safety of the entire plant handling explosive and combustible materials such as petrochemicals.
Given that, the volume accounted for by nitrogen is essential.

Furthermore, with the increasing advancement of semiconductor businesses, silicon wafers started to be created
in an environment of high purity argon. This has made it possible to produce extremely high-level wafers with few
impurities, which has translated into the ability to manufacture the kind of high-level semiconductors that you see
today.

Other recent uses of gas include its application in medical care, the use of nitrogen to keep foods inert, like the
nitrogen inserted in potato chip bags to keep them long-lasting. There is also the oxygen used for medical
purposes, which | imagine everyone’s seen before.
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Morita: Interesting. Could you give us a rundown of the modes of supply that are used in the supply of the various
kinds of industrial gas to meet the different forms of demand that you mentioned?

Hamada: Broadly speaking, there are three modes of supply. Oxygen, nitrogen, and argon are air separation gases,
meaning that they are produced by separating atmospheric air.

The first mode of supply is onsite. For customers who use gas in extremely massive quantities, we build an air
separation unit next to their plants and supply gas from there using pipes. This mode is generally called onsite

supply.

The second mode is bulk, which is used to supply gas to customers who uses gas in mid- to large- quantities. An air
separation system is used to make the gas, then cooled to turn it into liquid form, for transportation. Gas takes up
massive volume in gas form but can be made more compact by turning it into liquid. This mode of supply is
referred to as bulk supply.

The third and final mode of supply is packaged, which involves the supply of gas in cylinders. Around the time
when the welding and cutting industries were established, | believe this was the only mode of supply available.
These days, gas for semiconductors, gas for analysis purposes, and other special gases are supplied by placing
them in cylinders.

These are the three patterns used to supply gas.

Gases belonging to industrial gas categories that we handle other than those involving air separation systems include
carbon Dioxide, hydrogen, helium, and LP gas. We supply these gases to customers using bulk supply, tanker trucks,
and cylinders.

Morita: | imagine Nippon Sanso Holdings contributed much to the growth of industry to date. What you are saying
is that the onsite pattern of supply led to the stable growth of long-term contracts with you as a partner, and supply
gas in various ways on top of that.

Now, | would like to ask you about the industrial gas market. | must ask you to be brief, as | think we are growing
short on time. The market is currently growing, correct?

Hamada: Yes. As our customers are hugely wide-ranging in nature, global demand for the supply of gas to those
customers has grown rapidly, to the point that | can say the industrial gas market itself is continuing to grow in the
manner illustrated here.

Moreover, as shown here, industrial gas is being used in nearly all industrial categories, including general
manufacturing, chemicals, and metal processing.
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Morita: So industrial gases are indeed being used in all industries.

| would like to verify Nippon Sanso Holdings’ strengths. You would say that your strengths lie in total solution,
where you handle everything, from supply to monitoring?

Hamada: That's right. Gas cannot be delivered on its own. It needs to be transported to customers using some form,
be it packaging or pipes. Moreover, because gas is very highly pressurized, and in consideration of safety, we devised
a total solution. We started this with semiconductors, and we provide and propose the supplying, purification,
monitoring, removal of emitted gas, and piping work, all in a consolidated manner.

Morita: Understood. Next, allow me to quickly go through your performance trends. Your progress up to this point
has turned Nippon Sanso Holdings into a trillion-yen company. | guess Europe played a big part in this, am | correct?

Hamada: Correct. This portion right where the color changes in 2019 indicates our acquisition of the European
business. Since we had made forays in a territory that we had not set foot into up to that point, the growth shown
here could be said to have contributed greatly to our overall growth recently.

Morita: Let me take this opportunity to verify sales ratios per product as well. Are they any relevant points you wish
to share?

Hamada: As for gas itself, we supply a high variety of them, including those with unique characteristics. At the same
time, gas requires equipment and construction, that is, the system to supply gas, to use it. Given that, the sales
categories across our group break down into roughly 74%-75% for gas itself and equipment and construction
accounting for the rest, with Thermos products making up about 2%.

Morita: Understood. At this time, let me ask about your business performance in the immediate term. It appears to
be favorable.

Hamada: Thankfully, business has been progressing smoothly during the current First Half. Still, we are greatly
affected by the foreign exchange. At present, 64%-65% of our global gas business is in regions other than Japan.
When converting earnings from that business to Japanese yen, our figures are padded as a result.

Morita: Let us now go over your full-year forecast.

Hamada: We prepared our full-year forecast in May. We managed to get through the First Half smoothly, including
various shifts in the economic and political environment. For the Second Half, it is difficult to foresee how various
factors will affect industries including elections held in some countries. So, while we performed well in the First Half,
we are keeping our full-year forecast unchanged at this juncture.
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Next is the US. The electronics market is highly active, but at present, our efforts such as the construction of a new
Eo plant have fallen behind schedule. We will proceed to expand that area from here on out.
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Morita: Let us also take a look at healthcare. Are there any points that you would like to share?

Hamada: The products we offer for the medical and healthcare sector is unique. Oxygen has a variety of isotopes,
but the greater trend is to use 0-18 to perform PET diagnostics and in diagnostic drugs for dementia. We currently
produce the world’s highest volume of the 0-18 isotypes and anticipate that demand for it will continue to expand
in the future.

Morita: Next is carbon neutrality. It appears that Nippon Sanso Holdings also participates in direct air capture.

Hamada: That’s correct. As everyone knows, we are currently working towards achieving carbon neutrality
through different approaches. One approach is DAC through which CO; is recovered from the atmosphere as is.
This large system uses copious amounts of oxygen. Right now, in the US, we have initiated a business for supplying
a large amount of oxygen, together with the system for DAC itself.

We also have a myriad of initiatives aimed at carbon neutrality other than this that we believe will yield lower
customer-side emissions if used by them.

Morita: Thank you. Next, allow me to ask about your approach to resource allocation.

You say that you will allocate 60% of 730 billion yen in operating cash flow generated over a four-year period to an
investment quota that includes strategic investment and will also allocate the remainder to shareholder returns
and debt reduction.

Allow me to also ask you about shareholder returns. What is your approach to those?

Hamada: While properly generating operating cash flow is the most important thing, making sure that we distribute
dividends to our shareholders is naturally essential. At the moment, our dividend payout ratio is slightly on the low
side as a percentage, so we would like to continue to steadily increase the amount of return as we move forward,
to ensure that we fairly return the profits to our customers and shareholders.

Morita: What you are saying is that as a matter of course, you will continue making strategic investments as well
as you pursue stable, steady shareholder returns.

Lastly, | would like to take this opportunity to verify your stock price. | would like to mention that Nippon Sanso
Holdings’ stock price has risen by about 2.8 times in the last two years compared to 2023.This concludes our talk
with President Hamada of Nippon Sanso Holdings. President Hamada, thank you for today.

Hamada: Thank you very much.
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Reminder

The information contained here is not disclosure information for securities trading. The accuracy and
completeness of this information are not guaranteed.

The briefing session and this material describe future plans and strategies, as well as forecasts and outlooks of
business performance. These plans and strategies, as well as forecasts and outlooks, are made by NIPPON SANSO
Holdings Corporation based on its judgments and estimations made in accordance with the information available
at present. Actual performance will be subject to changes caused by a variety of risks and uncertainties (such as
economic trends, market demand, exchange rates, taxation systems and various other systems and institutions,
but not limited to them).

We wish to remind you, therefore, that the actual business performance may differ from the forecasts and outlooks
made at this time. Please refrain from making investment judgments based solely on this information.



