Message from the CFO

We will accelerate the transformation
of our business portfolio into a specialty

chemicals company while ensuring
financial soundness and increasing

corporate value.

Hirotaka Ishikawa
Representative Director
Managing Executive Officer
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CFO, CRO
Major financial hlghlights (Unit: Billions of yen)
FY2024
FY2022 FY2023 FY2024 FY2024
Results Results Results Original Target Orzeirig\lt'?avr';et
Net sales 4947 468.2 486.8 520.0 (33.2)
Operating profit 16.2 225 18.0 40.0 (22.0)
Specialty businesses 18.3 18.6 16.3 24.0 (7.7)
Basic businesses (3.4) 0.1 ((OR)) 155 (15.6)
Ordinary profit (loss) (8.7) 36.3 22.4 47.0 (24.6)
Equity method investment gain (loss) in the Mitsubishi UBE N
Cement Group 24.6) 13.0 15.6 8.0 7.6
Extraordinary income (loss) 6.1 1.3) (33.3) (2.5) (30.8)
Profit attributable to owners of parent (7.0) 29.0 4.8) 33.0 (37.8)
Interest-bearing liabilities 2181 213.4 330.5 189.0 141.5
Shareholders’ equity 361.6 408.7 395.1 424.0 (28.9)
D/E ratio (times) 0.60 0.52 0.84 0.45 0.39
Return on sales (ROS) (%) 3.3 4.8 3.7 8 4.3)
Return on equity (ROE) (%) 1.9 7.5 .2 8 (9.2)
Return on invested capital (ROIC) (%) 2.0) 4.7 3.0 (Reference) 6 3.0)

* Provisional figure assumed prior to launch of the Mitsubishi UBE Cement Group

My role as CFO

The UBE Group is currently undergoing a major
transformation. During the three years of the previous
medium-term management plan, UBE Vision 2030
Transformation — st Stage, we aggressively invested in
polyimide, separation membranes, and other products
with the aim of growing as a specialty chemicals company.
We also made the decision to implement structural
reforms in the form of withdrawing from or downsizing
basic businesses, including ammonia, one of our original
businesses; and caprolactam, a raw material for nylon.

In fiscal 2025, we launched a new six-year medium-term
management plan, UBE Vision 2030 Transformation — 2nd
Stage. In the 2nd Stage, we will accelerate our growth into
a specialty chemicals company by further strengthening
the initiatives of the Ist Stage. In addition, as the final stage
of their efforts to transition to independent operations, our
machinery business (UBE MACHINERY CORPORATION,
Ltd.) and cement-related business (Mitsubishi UBE Cement
Corporation) will aim for stock exchange listing.

As CFO, | believe it is my role to appropriately control
the balance sheet and ensure both financial soundness and
business growth as we undergo a major transformation to
become a specialty chemicals company.

Overview of operating and financial
performance in fiscal 2024

Earnings levels in fiscal 2024
Our operating profit in fiscal 2024 was ¥18.0 billion, well
below the medium-term management plan target of
¥40.0 billion. The main reason for this was a significant
deterioration in the business environment for basic
businesses such as caprolactam and nylon polymers due to
oversupply by Chinese companies. On the other hand, while
we missed our target for our specialty businesses due to
sluggish sales of composites and other products, separation
membranes and ceramics achieved growth that exceeded
initial expectations.

We recorded a loss attributable to owners of parent
of ¥4.8 billion, also well below the target. The main reason
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was extraordinary losses of ¥32.8 billion recorded resulting
from the decision to restructure our basic businesses

by reducing or suspending production of ammonia,
caprolactam, and nylon polymers. In addition to this, equity
method investment losses of approximately ¥10 billion were
recorded due to the dissolution of an equity-method affiliate
operating an elastomer business in Malaysia as a result of

its poor performance. These are only one-time costs and
will be eliminated from fiscal 2025. On the other hand,

the cement-related business operated by Mitsubishi UBE
Cement Corporation, an equity-method affiliate, exceeded
its initial target mainly due to the effect of price adjustments
in Japan and overseas.

Financial performance in fiscal 2024
Interest-bearing liabilities at the end of fiscal 2024 were
¥330.5 billion, ¥141.5 billion higher than assumed in the
medium-term management plan. This was mainly due

to lower-than-expected operating cash flow over the
three-year period, as well as specialty business growth
investments and increased allocation to M&A activities,
such as the accelerated expansion of separation membrane
manufacturing facilities and the acquisition of the urethane
systems business of LANXESS of Germany. Shareholders’
equity also decreased due to lower than expected profit
attributable to owners of parent. As a result, the debt/equity
ratio rose to 0.84 times, higher than originally planned.

Financial management policy in the new
medium-term management plan

Numerical targets of the new medium-term
management plan

The new medium-term management plan was formulated
as a six-year action plan through 2030 to ensure the
realization of our Vision for 2030. We deemed the previous
medium-term management plan the “Ist Stage” of our
transformation, and under it we sowed the seeds for growth
and made the decision to restructure our basic businesses.
The new medium-term management plan is the “2nd
Stage,” and based on it we will steadily capitalize on our
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investments and promote further growth measures. Our
numerical targets for the new plan are net sales of ¥550
billion, operating profit of ¥60 billion, and ROE of 9% for
fiscal 2030. Furthermore, we aim to grow and become a
company with net sales of ¥1 trillion and operating profit of
¥100 billion by 2035 to 2040.

Cash allocation

Over the six years of the new medium-term management
plan, we expect to generate ¥430 billion in operating cash
flow (before R&D investments) and ¥145 billion in cash
inflow from asset sales and other sources. This includes cash
inflow from the listing of UBE MACHINERY CORPORATION,
Ltd. and Mitsubishi UBE Cement Corporation. The

cash generated will predominantly be used for growth
investments such as capital investment, other investment
and financing, and research and development, with 75% of
the total ¥545 billion to be allocated to specialty businesses.
While preparing for the listing of our machinery and
cement-related businesses, we will increase investment in
specialty businesses and proceed with the reshuffling of our
business portfolio. In terms of shareholder returns, we plan
to return ¥70 billion through dividends based on our basic

policy of stable dividends, while at the same time reducing
interest-bearing liabilities by ¥35 billion.

Note that the balance of cash on hand at the end
of fiscal 2024 had grown to ¥115.4 billion, but this was a
temporary balance buildup in order to pay the consideration
for the acquisition of shares in the urethane systems

FY2022-2024 medium-term management plan
Approx. ¥325.6 billion

Cash-in Cash-out

Operating cash flow*'
¥137.6 billion

Capital investment
¥126.0 billion

Specialty
businesses 60%**

Restructuring
Other investment businesses 20%
and financing Other 20%

¥24.1 billion

Sale of assets
¥7.8 billion

R&D expenditure
¥30.6 billion

Debt financing
¥127.3 billion

Shareholder returns

Other  ¥17.4 billion ¥29.5 billion

Cash on hand FY2021 end Cash on hand FY2024 end
¥35.5 billion*? ‘ ‘ ¥115.4 billion

FY2025-2030 medium-term management plan
Approx. ¥690.0 billion

Cash-in Cash-out

Capital investment Specialty .
¥275.0 billion |Ei A

Other investment RestiActongd

r € businesses 10%
and financing Other 15%

Operating cash flow*'
¥430.0 billion

¥185.0 billion

R&D expenditure
¥85.0 billion

Shareholder returns

Sale of assets, etc. ¥70.0 billion
! i Debt repayment
s eiliey ¥35.0 billion

Cash on hand FY2024 end Cash on hand FY2030 end

¥115.4 billion ‘ ‘ ¥40.0 billion

*1 Operating cash flow before R&D investment  *2 Excludes the cash and deposits transferred to Mitsubishi UBE Cement Corporation as of April 1, 2022
*3 Aggregated by business portfolio category in the new medium-term management plan
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business on April 1, 2025. As our basic policy, we engage in
suitable control of cash on hand at around ¥40 billion.

Specialty business growth and new business
creation
To accelerate the growth of our specialty businesses, we
are planning on ¥275 billion in capital investments by fiscal
2030. In addition to the expansion in production capacity
for separation membranes, ceramics, and separators as
well as the construction of new plants for DMC and EMC
in North America as decided in the previous medium-term
management plan, we will further enhance production
capacity for separation membranes, ceramics, high-
performance coatings, pharmaceuticals, and elastomers to
meet growing demand.

On the other hand, to achieve our aims of net sales of
¥1 trillion and operating profit of ¥100 billion by 2035-2040,
it is essential that we create new businesses. To this end, we
will engage in a dual approach of launching new businesses
through in-house technology development and acquiring
core competencies in new business fields through M&As,
and are planning on ¥85 billion in research and development
investments as well as ¥185 billion in other investment and
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financing over the next six years. Note that with regard

to other investment and financing, we have already spent
about ¥80 billion in the acquisition of LANXESS'’s urethane
systems business.

With respect to M&As, we began establishing sections
specializing in M&As in our corporate divisions in fiscal 2023,
and the acquisition of the urethane systems business is one
of the major results of this effort. Further, we established
the M&A Promotion Office in fiscal 2025 as an organization
under the direct supervision of the president. Going forward,
we will acquire businesses on the periphery of our existing
specialty businesses as well as startups and other small-
and medium-sized businesses, and obtain technology and
resources (human resources, equipment, and information)
to accelerate the creation of new businesses.

Ensuring financial soundness

Although we anticipate a temporary increase in financial
stress due to the high level of capital investment and other
investment and financing planned in the new medium-term
management plan, we will keep the level of interest-bearing
debt within a range that maintains financial soundness

as well as the trust the market has in us. Specifically, one

1st Stage (FY2022-2024)
Dividend on equity (DOE): 2.5% or above

Consolidated total return ratio:  30% or higher
(average over three years)

2nd Stage (FY2025-2030)
Dividend on equity (DOE): 2.5% or higher

(Aiming for progressive dividends)

M Dividend per share (yen) DOE (%) -@-
120 510)
10yen T0Oyen
110 105yen —
10 Y 40
100 90yen 90yen 2.7 e
S o— 27 3.0
20 27 2.6
N 2.0
80
A 0
O FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 0.0
(Forecast)

guideline is to keep the debt/equity ratio at or below 1.

On the other hand, during the period of the new
medium-term management plan, we intend to see UBE
MACHINERY CORPORATION, Ltd. and Mitsubishi UBE
Cement Corporation achieve stock exchange listing, which,
if accomplished, will generate a certain amount of cash
inflow. As we prepare for our transformation into a specialty
chemicals company, there will be more cash inflows and
outflows, and their timing will be irregular. As CFO, | will
manage our finances more prudently than ever while
keeping an eye on risk.

Shareholder returns

Our basic policy is to provide stable dividends to
shareholders, with a dividend on equity (DOE) of 2.5%

or more as the standard. In the past, even in fiscal 2022
and 2024, when we posted a net loss, we paid dividends
at the same level or higher than the previous fiscal year
based on our DOE standard. In the previous medium-term
management plan, a consolidated total return ratio of 30%
or more was also set as a criterion, but in the new medium-
term management plan, only the DOE standard has been
established in order to more clearly show that we aim to
pay progressive dividends. While monitoring the progress
of the new medium-term management plan, we aim to
enhance shareholder returns in the future, including further
raising the DOE standard of 2.5% or more in the latter three
years of the plan from fiscal 2028.

Initiatives to bolster enterprise value
(Improving P/B ratio level)

Approach to improving our P/B ratio

UBE's price-to-book ratio (P/B ratio) remains below 1, and
improving our P/B ratio is an urgent issue. UBE views P/

B ratio as “ROE =+ (Cost of shareholders’ equity - Expected
growth rate),” and works to improve both profitability (ROE
and ROIC) and reduce the cost of equity.

Improving of ROE (ROIC)
We will improve our ROE (ROIC) by promoting
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the expansion of specialty businesses and business
restructuring. While increasing profits by concentrating
investment of management resources in specialty
businesses expected to be highly profitable, we will steadily
downsize or withdraw fromm ammonia, caprolactam, nylon
polymers, and other businesses that present profitability
and capital efficiency issues.

To improve our capital efficiency, we promote ROIC
management. We have long utilized ROIC to make
investment decisions and verify our business portfolio. Going
forward, however, we will build a system in which the entire
Company works together to improve capital efficiency by
instilling the importance of ROIC and ROIC tree thinking
throughout the Group, from top management to the front
lines of our businesses, and making ROIC the basis for all
decision-making. We will also incorporate the urethane
systems business we acquired into UBE’s cash pooling
system for our European, U.S., and Asian bases to reduce

cash on hand and debt and further improve capital efficiency.

Reducing cost of shareholders’ equity
Similar to our measures to improve ROE, we will aim to
reduce the cost of shareholders’ equity by expanding our
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specialty businesses and engaging in business restructuring,
shifting our portfolio away fromm ammonia, caprolactam,
nylon polymers, and other businesses susceptible to

market fluctuations and toward specialty businesses that
are more market resilient. In addition, by strengthening

our management foundation through the enhancement of
human capital and promotion of DX, we will raise market
expectations for sustainable growth.

We also recognize that UBE’s greenhouse gas
emissions are considered a risk factor by the market and
are factored into UBE’s valuation as a risk premium. In fiscal
2028, when we will have scaled down or withdrawn from
production of ammonia and caprolactam, which have high
GHG emissions, our greenhouse gas emissions are expected
to be 1.66 million tons, a 65% reduction compared to fiscal
2013. We will further strive to reduce our risk premium
by achieving a newly set target for fiscal 2035 of a 70%

reduction in GHG emissions compared to fiscal 2013.

Dialogue with the market (IR) policy

In fiscal 2024, we held small meetings for analysts, visits
to overseas institutional investors, plant tours, business
briefings, and briefings for individual investors as a means
of dialogue between management, including the president,
and shareholders and investors. We also engaged in
approximately 150 individual meetings throughout the
year, conducted primarily by the departments in charge
of investor relations. The feedback obtained through such
dialogue is reported by me to the Board of Directors each
quarter so it may be reflected in management. We will
continue to deepen dialogue with investors and strive to
enhance our corporate value.

Growing profit

Expanding specialty businesses
® Driving steady profit growth by expanding capacity in line with market

v
P/B = Return on equity (ROE) <«
ratio_ ‘Cost of equity*— Expected growth rate

Mitigating impact of
market volatility,

increasing expected
growth rate

. <
Market cost of equity ¢ |
Current: Around 12%

(equivalent to a P/E ratio of about 8.5)

AA

Implementing and
accelerating
strategies

Improving
profitability

growth and leveraging strategies such as M&A in peripheral areas
® Strengthening initiatives for creating new businesses in focus domains

Business restructuring
® Steadily implementing structural reforms for the ammonia, caprolactam,
and nylon polymer businesses

v Improving profitability to increase ROE (ROIC)
v Reducing the cost of shareholders’ equity
I by shifting to a business portfolio that is less
sensitive to market fluctuations and generates
lower GHG emissions

Practicing sustainability management
® Empowering women and increasing highly specialized mid-career hires,
etc, to increase workplace diversity and foster an innovative culture

® Implementing systematic human resources development to drive the

Enhancing adaptability to
changes in business environment

growth of specialty businesses
® Driving greater operational efficiency and sophistication through DX

® Meeting the 2030 GHG emissions reduction target: 50% compared to
fiscal 2013 levels (on track to achieve)

Reducing business continuity risks,
increasing expected growth rate

* Estimated around 8% based on the capital asset pricing model (CAPM)

® Expanding environmentally friendly products and technologies

v Enhancing the quality of the management

foundation to achieve sustainable growth over
the medium to long term




