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Outline of Consolidated Financial Results for Fiscal 2018 Kyofin (Qyj
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(unit : ¥billion)
Fv2017 | FY2018 | change | C1a9¢ | Goicer | | Shanee
(%) forecast) | | forecast
Net Sales 110.6 | 113.6 | +3.0 +2.7 | +3.0 —0.8
ﬁﬁgrrf]‘tei”g 8.8 90 | 402 | +17 | +o0s || +t04
ﬁgdcj”maery 9.3 94 | +01 | +10 | +o0s [| +0.2
Net Income 0.6 6.9 | +0.3 +45 | +0.38 +0.3




Breakdown of Gain and Loss Kyorin @‘ﬁ/j
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(unit : ¥billion)
Change Change Ch_ar.lge
FY2017 FY2018 Change %) (revised (original
forecast) forecast)
Net Sales 110.6 113.6 +3.0| +2.7 +3.0 -0.8
104.7 107.9 +3.2 +3.0 +3.3 -0.5
77.0 78.5 +1.5 +1.9 +1.4 -2.4
Sales of
Ethical drugs | new Japa 73.7 77.7 +4.0 +5.4 +16 —2.9
business ethical n ' '
drugs Overs
oas 3.3 0.8 -2.5 -75.1 -0.2 -0.2
Generic drugs 27.7 29.3 +1.6 +6.0 +1.9 LG
Healthcare Business 5.9 5.8 -0.1 -3.0 -0.2 -0.2
Cost of Sales 49.1 56.2 +7.1 | +14.6 — —
52.8 48.4
SG&A -4.4 -8.2 —~ -
(14.2) (10.8)
Operating Income 8.8 9.0 +0.2 | +17 +0.8 +0.4
Ordinary Income 9.3 9.4 +0.1| +1.0 +0.8 +0.2
Net Income 6.6 6.9 +0.3 +4.5 +0.8 +0.3




Highlights of Business Performance @ (Sales) Kyorin @)
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[ Ethical Drugs]

107.9

( Units: ¥ billion ) 113.6
120 -
1106
59 0 5.8 |
100 -
27.7 29.3
o =5 0.8
S - S p——— -
60 A [ Ethical Drugs]
—104.7
7 73.7 77.7
20 -
0
FY2017 FY2018

[ Net Sales ¥+3.0bin)

[ Ethical Drugs Sales ¥+ 3.2bin]
Ethical drug sales in Japan+4.0bln

-Despite steady growth in Flutiform
sales
*The release of Beova and transfer of the
sale of Nasonex contributed.
X Impact of drug price revisions
(approximately 7%)

Ethical drug sales overseas —2.5bln

-Decrease in lump-sum revenue due to
out-licensed product in the previous
year

Generic drugs +1.6bln

*Increase in sales of generic drugs released
in fiscal 2018

Healthcare Business —0.1bln

*Growth of RUBYSTA
- Sales of Milton and other products declined.



Highlights of Business Performance @ (Income) Kyorin CJ)
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( Units: ¥ billion ) [Operating Income ¥+ 0.2bln]

Gross Profit decreased

10 Net Sales :
Increased ¥3.0bln year on year

Cost of sales ratio :
decreased 5.1% year on year

- Impact of drug price revisions (approximately 7%)
+ Increase in sales of generic drugs

- Decrease in lump-sum revenue due to out-
licensed product in the previous year

—4.2

R&D expenses decreased

¥14.2bin(FY2017)=¥10.8bIn (FY2018)
*Decrease in lump-sum contractual payments
paid in conjunction with the introduction of
KRP-N118

-Decrease due to the progress in the
development project (fiscal year ended March
31, 2018)

SG&A(excluding R&D)
decreased

8.8

0 ' ' ' T -Decrease of Labor costs, Selling costs
Operating Income  Gross Profit R&D SG&A Operating Income  ¥38.5bIn(FY2017)=¥37.6bIin(FY2018)
(FY2017) (excluding R&D)  (FY2018)



Highlights of Business Performance @

(Change : forecast)

Kyorin )
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Change | €hange | | Change
( Units: ¥ billion ) FY2017 FY2018 | Change | — " | (evised (original
forecast) forecast)
Net Sales 110.6 113.6 +3.0 +2.7 +3.0 -0.8
104.7 107.9 +3.2 +3.0 +3.3 -0.5
77.0 78.5 +1.5 +1.9 +1.4 -2.4
. Sales
Ethical drugs of NeW | japan 73.7 77.7 +4.0 +5.4 +1.6 -2.2
business gmgg S
vers

oas 3.3 0.8 -2.5 -75.1 -0.2 -0.2
Generic drugs 27.7 29.3 +1.6 +6.0 +1.9 +1.9
Healthcare Business 5.9 5.8 -0.1 -3.0 -0.2 -0.2
Cost of Sales 49.1 56.2 +7.1 +14.6 — —

52.8 48.4
A -4.4 -8.2 — —~

SG& (14.2) (10.8)
Operating Income 8.8 9.0 +0.2 +1.7 +0.8 +0.4
Ordinary Income 9.3 0.4 +0.1 +1.0 +0.8 +0.2
Net Income 6.6 6.9 +0.3 +4.5 +0.8 +0.3

[Explanation of Variances (Change : revised forecast) ]

Net sales: (New drugs in Japan) Sales of Fultiform were strong and sales of Nasonex surpassed expectations.
(Generic drugs) Sales of the MONTELUKAST AG exceeded expectations.
Operating Income: Sales were better than expected due to increased revenues.




Mainstay Product Sales
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( Units: ¥ billion )

Tablets“”KM"”

Change Change
FY2016 FY2017 Change | Change(%) (revised (original
forecast) forecast)
Flutiform
(Anti-asthmatic) 11-9 13-1 +1-2 +9-8 +O.8 +0.8
Desal
(airsggr:;(itis) 4.9 3-7 —-1.2 —-24.1 —-1.1 —-4.4
b oo 8.3 6.2 -2.1 | -24.6 +0.2 +0.2
forchidren | 1.5 7.6 -2.9 -27.4 +0.4 +0.4
I\:Sap%s)gsexallergic rhinitis i 1 2 - 8 + 128 - + 27 + 27
remedy
Uri (Kyorin)
(O\l;le‘r:e?cﬁveblacﬁce)r?n 7-2 6-6 _0'6 _8-6 _0-2 _0.2
B
(O\?e(r)a\it?ve bladder) - 0 [ 7 + 0 . 7 = - O . 1 - O . 1
G, | 15.3 |13.5 | -18 | -114 | -02 | -1.0
oy 8.7 | 6.8 -1.9 | -22.1 ~0.4 ~0.4
MONTELUKAST 11.7 11.9 4+0.2 1.3 +2.1 121
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Trends of mainstay products
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m Respiratory

Kyorin
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Flutiform [Anti-asthmatic]

( Units: ¥ billion )

14

12

10

7.2

10.1

——
16/3

e
17/3

11.9

18/3

19/3

14.0 E

Estatus of FY2018

& ICS/LABA market : expand 4.6%
¥115.1bIn(FY2017) = ¥120.3(FY2018) 1

®share of Fultiform sales
11.4%(FY2017) = 12.2%(FY2018) %2

mEffort for FY2019

@ Aim to establish a first-line drug position in terms of asthma
treatments.

- Attract attention to the high clinical impact from a patient with symptoms

-The agent nicely penetrates and reaches the
peripheral airways.

-Feature the advantages of aerosol-based treatment.
- People with a weak inspiratory capacity can inhale easily.

%1, 2 (Source: Copyright 2019 IQVIA. IMS —~JPM. Unauthorized copying prohibited )

20/3
forecast

11



m Otolaryngology Kyorin @)
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( Units: ¥ billion ) Desalex antiallergic Agent) NasoneX (spray type allergic rhinitis remedy)
( Units: ¥ billion )
8 - Fo----e
! 12 |
Il 1
F ' 10 -
6 ;o :
/ I 1
l" ! ! 8 -
/| \\ / ! !
/ \\ Ill ! 1
4 1 / 18.0: 6 - SR — |
! ! : |
/ 1 ! 1
;| 4.9 : | 4 - ! :
2 T ,’Il 1 : : 6'2 :
| / : : 2 - i :
1.0 [ | | ! !
0 T T T L 1 0 = T L 1
17/3 18/3 19/3 20/3 19/3 20/3
forecast forecast
Emstatus of FY2018 . . . e
. i . B Acquire domestic exclusive distribution rights (May.2018)
®Antihistamine market : shrink 9.1%
¥178.2bln(FY2017) = ¥162.1(FY2018) %1 [Sales start]  August 2018
®share of Desalex sales [Sales] ¥10.1bIn (Forecast) =>¥12.8bin (FY2018)
1.59%(2017.1-12) = 5.3%(2018.1-12) %2 o
® Actual sales in the third quarter ended March 31, 2019: ® Market scale : 46 billion yen:
4.8 billion yen Main products :NASONEX ,Allermist,Erizas,Flunase, etc
¥ Supply of the drug is suspended due to the voluntary recall,
effective from January 1, 2019. Meffort for FY2019
We will make an announcement as soon as a decision is reached
regarding resuming the supply. . . .
SN sl L ®Promote sales with a focus on authorized generic drugs (AG)
meffort for EY2019 @ Increase the market share by expanding sales with both
® non-drowsy and effects and usability drugs at otolaryngologists.
® Realization of prescription acquisition rate No.1 in
otolaryngology
%1, 2(Source: Copyright 2019 IQVIA. IMS —JPM. Unauthorized copying prohibited #1(Source: Copyright 2019 IQVIA. IMS —JPM. Unauthorized copying prohibited 12




m Urology
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( Units: ¥ billion )

OAB market
100 91.3
869 90.2 909
go {89 , 0.4 B3
. receptor
18.7 5.3 34.1 38.3 agor?ist
604 | 41 L — ] — others
40
ol
61.9 61.7 59.9 56.9 53.0 agi‘('fa;;’;fr
20 -
0 T r
15/3 16/3 17/3 18/3 19/3

3 (Source : Copyright 2019 IQVIA. IMS —JPM. Unauthorized copying prohibited

Estatus of FY2018

®0AB market : expand

¥80.6bIn (FY2016) = ¥91.3(FY2018) 1
®share of Uritos sales

8.8% (FY2017) = 8.3% (FY2018) *2

®share of Beova sales
0.6% (FY2018) *3

Meffort for FY2018

*Succeeded in acceptable product positioning for Uritos
(OAB patients with nocturia)

* Offer a new treatment option by promoting Beova

%1,2,3(Source: Copyright 2019 IQVIA. IMS —JPM. Unauthorized copying prohibited)

( Units: ¥ billion ) Uritos / Beova

8 A //': :
~~~~~ ’ 1 1

~~~~ 0.7 1 : 2.5 'Beova
RN 1
6 A ‘I*—‘:
i :
4 ! i
7.5 7.5 7.2 - IR |

. ' 6.0 1

i 1 Uritog
2 - : |
| |
1
: |
0 . — .

16/3 17/3 18/3 19/3 20/3

forecast

EmBeova :Direction of the initiatives

[Popularize the drug to make sure itis chosen as a

first-line medicine for OAB treatment.]

& The drug can be prescribed regardless of differences in
OAB symptoms, gender, age and patient background.

€ Emphasize quick and superior effects as well as safety.

@ Increase the number of medical organizations that use
the drug for prescriptions and the number of treatments
with the drug, with an eye on removing the limit on
prescription periods (December).

(Reference information)
Development status overseas: Phase Il of Urovant was completed (March 2019).

With both drugs, we aim to expand the market share in the OAB market.

13



m Status of Generic Drugs Kyorin @)
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( Units: ¥ billion )

35 -
32.2
29.3 /" i
397 27.7 - i M:ONTELUKAST
25.0 ] ’ i 11.6 i AG Emstatus Of FY2018
25 - Al ®Turnover increase , MONTELUKAST AG: + ¥ 0.2bln
! ' -Maintain the market share of more than 50% in the GE
11.7 11.9 i i market.
20 A 8.2 ) ‘i— ————— i ®Sales of generic drugs except AG (authorized
ya ! generic) drugs expanded.
] S ! -Generic drugs released in  FY2018 contributed to sales growth.
15 - [ : :
! | meffort for FY2019
l | Other
: | GE ®Actions for an authorized generic drug (AG)
10 : 20.6 : +Aim to achieve a large market share of more than 50% for
15.5 16.8 16.0 17.4| ! MONTELUKAST AG in the GE market
. - : ! - Consider acquiring new AGs (Nasonex)
! 1
5 - : ! ®Expand sales of strategic products and
l ! Supplementary Items
! 1
: :
o v T T T . .
16/3 17/3 18/3 19/3 20/3
forecast

14
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Consolidated Financial Results and Forecast
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Consolidated Financial Results Forecast Kyorm @’/j
for the Year Ending March 31, 2020 wsurSpomer.

( Units: ¥ billion )

FY2018 (I:ligals?) Change T Change(%)

Net sales 113.6 114.1 +0.5 +0.4

107.9 108.0 +0.1 +0.1

78.5 /5.8 ~2.7 ~3.4

Ethical drugs ﬁg\lﬁs o Japan 77.7 74 .4 ~3.3 —4.2
business gtrﬁ'é:gl — :

e 0.8 1.3 +0.5 +56.6

Generic drugs 29.3 32.2 +2.9 +9.8

Healthcare Business 5.8 6.1 +0.3 +5.9

Operating Income 0.0 0.1 +0.1 +1.4

Ordinary Income 9.4 0.6 +0.2 +1.7

Net Income 6.9 7.1 +0.2 +3.4

[for reference: year on year]

Net Sales: [decrease] Impact of drug price revision and release of Nasonex
[increase] Growth in revenues from Flutiform and Beova, launch of new product KRP-AM1977X, and release of Nasonex AG
Gross Profit: The cost of sales ratio declined 1 percentage point from the previous year.
SG&A: R&D expenses remained flat (expected to be 10,900 million yen, or up 100 million from the previous year). The selling expenses and
general administration expenses ratio (excluding R&D expenses) increased by almost 1 percentage point year on year. 16




Forecast of Mainstay Product Sales

Eu#a—wmmvﬂ'

Kyorin )

( Units: ¥ billion )

Fr2018 (llc:oYri(c)alsgt) Change T Change(%)

s 13.1 14.0 +0.9 +7.6
P 3.7 8.0 +4.3 | +115.1
ey gy " 6.2 4.5 ~1.7 ~26.5

for children 7.6 6.1 ~1.5 ~19.2
e e s ey 12.8 6.2 ~6.6 | -5L1
pad A 6.6 6.0 ~0.6 ~8.0
A 0.7 2.5 +1.8 | +242.6
COeaTaese s an Croh's diseass restment 13.5 12.0 - 1.5 ~11.4
it 6.8 6.0 ~0.8 ~10.2
MONTELUKAST Tablets “KM” 11.9 11.6 -0.3 -2.1

17
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Status of development pipeline
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Drug Development Pipeline: .
Progress in FY2018 _.qu,f ’Q @)

| ) progressin FY18
development code PhI E PhII E PhI E application E Approval/ Launch
End of the PhI /PhIl ! | i
Ad'SGE'REIC ?% ) )
hIStart 2018 | i
Respiratory ------------------------------- : ‘:--___---___--T ____________ i ---------------------
KRP-108P i 1| 2017/6 | Preparation )
KRP-AM1977X b » J_2017/4 >
Infections E-------------—————J-—-——-—----—---- i------------i—------------; ------------ i -----------------
KRP-AM1977Y b » A Ereparation )
KRP-116D 20173 >
Urological F--------------—-—-—-—-"94--—-—-—-——-—-——-—-~-~-- i------------1:-------------1:- ------------ i -----------------
KRP-N118 IPhIStart2018/%» | i
(SK-1404) ! ! ! :
[ Licensing development]
RS- R 8% i S st o
i FPR-2 agonists that mainly inhibit the
FPR2 agonist BMS Ph I migration of neutrophils and exhibit anti-inflammatory action.
program Therapy area : Non-disclosure
Implementing Ph I Sphingosine-1-Phosphate Receptor Agonist
licensing activities Therapy area  GvHD
KRP-203 :
Because Novartis (licensee) decided to discontinue development of KRP-203 for strategic reasons,
Kyorin receive the return of development rights.

19




Drug Development Pipeline: .
Progress in FY2019 _.qu,f ’Q @)

| ) progressin FY19
development code PhI E PhII E PhI E application E Approval/ Launch
End of the PhI /PhI : i i
Ad'SGE'REIC — = /%)z i i
T I S hII Start 2018/ > e T |
Rl ! ! : """ Bpecting o~
KRP-108P i i 2017/6 l Preparation ):( :mt; 2
| 1 1 1 ~ UlFY_lgA -
' ' : ' FY19
KRP-AM1977X 7 » AL_2017/3 | Expected
Infections f-------=-------=-—-q94-—---------- I

| N pFYl9  ~

i N i create an \
KRP-AM1977Y b ? Apreparation p'{ ‘e

| ” 5<pe?t-ing {ond

7/

: t
|_2017/3 }l Preparation x Application J

KRP-116D

R et e L L e L L L e L e L e L L Ll SE L L L Ll e e 1:- ------------ i- Bl |
KRP-N118 PhIstart2018/3 i |
(SK-1404) | | | |
2 MK-7264, a drug for chronic coughing: MSD is working on Phase Il development. Concluded a memorandum of
[ Licensing deve|0pment] understanding for sales collaboration (2019/5).
FFI—K Bk FIFEEPE S
i FPR-2 agonists that mainly inhibit the
FPR2 agon Ist BMS Ph 1 migration of neutrophils and exhibit anti-inflammatory action.
program Therapy area : Non-disclosure
Implementing Ph I Sphingosine-1-Phosphate Receptor Agonist
licensing activities Therapy area  GvHD
KRP-203
Because Novartis (licensee) decided to discontinue development of KRP-203 for strategic reasons,
Kyorin receive the return of development rights. 20




KRP-108P, a fixed-dose combination for asthma: i orm (Qj

Additional indications for Flutiform for children nmu#a—wmmvﬂ-

Status of Development

® Phase lll clinical trial: Completed @ Application in preparation

Study: Open-label, active-controlled, cross-over study in children with bronchial asthma

Disease: Bronchial asthma in children (patients with bronchial asthma aged = 5, < 16 years)

Target sample size: 70 patients

Dosage and administration: Two inhalations (puffs) of Fultiform (50/5 pg), twice daily

[Primary endpoint] mPEF: Change from baseline (mean mPEF values in seven days prior to
visit for treatment period-1)

Study Results

In the Phase Il clinical study, non-inferiority of Fultiform to the control (a fixed-dose combination
of fluticasone and salmeterol) was validated.

No safety issue was confirmed in a long-term study (open-label, uncontrolled) concurrently-
conducted in children with bronchial asthma.

21



KRP-116D, a treatment for interstitial cystitis [(yorin @)

(active ingredient: dimethylsulfoxide) L S

Status of Development

® Phase lll clinical trial: Completed @ Application in preparation
*Under development as unapproved or off-labeled drugs with high medical needs

Study: A multicenter, randomized, double-blinded, placebo-controlled, parallel-group study
Disease: Interstitial cystitis

Target sample size: 90 patients
Dosage and administration: Instillation of 50 mL of KRP-116D into the bladder every two weeks
[Primary endpoint] Efficacy; Interstitial Cystitis Symptom Index (ICSI)

Note: Designation as an orphan drug

Study Results

The superiority and safety of KRP-116D to placebo was confirmed in the Phase lll clinical
study. (Superiority of KRP-116D to placebo was demonstrated for the first time in the world.)

22
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Progress of Medium-Term Business Plan
“HOPE 100-Stage 2-” (Fiscal 2016~2019)
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Outline of*“HOPE 100-Stage 2-” Kyorin ()
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[Four Priority Strategies)
@sStrengthening of the Ability to Discover New Drugs
@Increase in the Ratio of New Drugs Group

Business Strategy (S) ®Promotion of Generic Drugs Business by Making
the Most of Its Characteristics
@sStrengthening of Low Cost

[Development Strategies]
- Healthcare Business/ Overseas Expansion

Strategy

- Best worthwhileness of work

Olielzial Az ielalSiiieli=o0A (0] - Establishment and operation of the system for

: : management of human resources
Organization

- Sustainable growth

Performance Targets (P) + Aim to achieve the average annual growth rate of 3% or
Performance more for the consolidated net sales and the consolidated

= operating income margin of 15% or more.

* In shareholders return, aim for stable dividends.

24



Priority strategy: Enhance drug discovery capabilities ,
I . Kyorin C)
Efforts on first-in-class drug discovery aeuZiomes

Building a system for the creation of

innovative new drugs

4 . . ) .
Joint Studies Cooperation
o Watarase Research Center ActivX (USA)
*Kyoto University Receptor Technolo KiNative Technolo
Department of Drug Discovery for P ay ay
Lung Diseases . = . .
*Institute of Microbial Chemistry Open innovation Open innovation
Search in antibacterial drug field Academia, venture Pharmaceutical
« Hebrew University companies in Japan
Development of drugs for respiratory |~ _ N ______ffig‘ieis_eis_ ____________
\d'seases ) - Selection and concentration\/- |
1 NN 1
: : I Priority study area B di I
g discovery
Strengthening the function of : [Kinase study Fibrogenesis study outside the company
planning drug generation I Theme
I

Restructuring organization

! Multi-tiered efforts <

ﬂNoveI drug discovery targetﬂ
Move on with oligonucleotide | J ;
therapeutics as a new modality \/

Worldwide (world-class drug discovery)




Priority strategy: Increase ratio of new drug grou e
y gy g group Kyorm @

Accelerate regrowth with new drug group and new products ssus2s-om.=s.

*Maximize the dissemination of Flutiform, Desalex, and Beova.

-Launch and disseminate KRP-1977X.

Ratio of new
drug group (%

[The ratio of the new drugs group should increase as follows]

Ratio of new drugs group:

4 At least 50%
50 ot
Delay in the progress of KRP-AM1977X ‘.“ t
-Decrease in sales due to the temporary ‘," N
suspension of the supply of Desalex ‘."
*
O"
41%
40
35% KRP-
AM1977X
30 29% i Nasonex (2018/8) >
—— Desalex
Flutiform
Uritos >
o \ Pentasa Granule > -
FY2015 | FY2016 | FY2017 | FY2018 | FY2019 =~
< Medium-term management plan “HOPE100 —Stage 2—" (2016-2019) > 26



Priority strategy: Increase ratio of new drug grou . S
y gy g group /(yor/n (;9

Market creation through the launch of new ethical drugs

Medium-term management plan “HOPE100-Stage 2-" (2016-2019)

Launch four new products during the stage 2 period and popularize them and Flutiform as much as possible

FY2016~ Current State ~FY2019 ~FY2023 Vision
Market ICS/LABA : ¥120blin
st S " Quantiy-hasc
Flutiform o Sr‘:;’re arke Aim tg Iagnch pedlat.rlc.drugs market share of
Market Flutiform (application will begin in 2019) ICS/LABA combinatio
share12% o drug market: 30%
#1 (FY2018) 5
OAB : ¥90bin
Top Market o o ' Percentage of
Beova Launch i <hare The limits on prescription periods patients that take
(2018/11) % Beova were removed (December 2019) prescriptions: 30%
1% or higher
Antihistamine : ¥160bIn - - L\
Aim to get the highest prescription .
Launch 20% Top Market acquisition rate in the Top share in the
Desalex (2016/11) e share otolaryngology area after the Antihistamine
Desalex resumption of supply market
AMtog7y | \pplication 1 - KRP-AM1977X  Aim to launch H'g:fe::s';?::te::;ge
Top Market (2019)
. Antibactérial agent  share - KRP-AM1977Y Aim to launch and ?tolaryngolog
KRP- Prep_arlr_ng (oral) : ¥110bIn (injection) (application will begin in 2019) patients .th?t take
AM1977Y  application | S Yii00m prescriptions

OAB market: Anticholinergic agents and 33 adrenoceptor agonists
Antibacterial agent market: includes all systemic antibacterial agents and children in all markets. %1.2 (Source : Copyright 2019 IQVIA. IMS —JPM. Unauthorized copying prohibited ) 27



Priority Strategy ~ “"Promotion of Generic Drugs Business by Making the Most of Its Characterlstlcs

AG strategy and yor/n (\ ),
Strengthening of ability to perform business
> AG strategy

Montelukast AG Maintain the quantity-based share

of more than 50% in the GE market

Mometasone AG Aim to launch (FY2019)

Consider acquiring new AGs

m Strengthening of ability of KYORIN Rimedio Co., Ltd. to perform business

»Strengthening the competitiveness of products developed in-house

Establishment of Takaoka Aim to establish an organizational
Pharmaceutical Technology system under which eight

Innovation Center ingredients are launched on an
(opened in July 2017) annual basis

AG : Authorized Generic 28



Priority Strategy  "Strengthening of Low Cost®

Consolidation of the Group’s production functions Kyorin CJ)

REQSa—U OO TY.

Change of the cost structure by ensuring optimization within the Group

KYORIN Pharmaceutical Facilities Co., Ltd
Commences full-scale operation on April 1, 2018

Noshiro plant (Akita) Inami plant (Toyama) Shiga plant (Shiga)

— ~um
e

€ Control outsourcing expenses by equalizing the manufacturing capabilities of each factory
@ Facilitate efficient operation through the flexible transfer of employees among factories.
@ Use existing facilities more effectively and reduce capital expenditure for building new facilities

Reduction of approximately 300 million yen in the first fiscal year (FY2018)

Expected effects of reorganization: total cost reduction of
approximately 1,000 million yen by 2023.

29



Fostering strategy:

Diagnostic business

Kyorin C

Aim to be the next core business

RAOGKREECFEERE

GeneSoC

D EAIETI L

G

Characteristics

*Rapid detection of genes based on the technology of
ultrafast quantitative PCR* (5-15 minutes)
- High-sensitivity detection is possible with a trace amount
of the sample immediately after infection
- A compact, desktop PCR device eyeing POCT*

Identification of pathogenic bacteria of infection by
POCT and improvement of treatment with the choice
of an appropriate antibacterial agent

Up to 4 Detection Units can be added
and the simultaneous test of multiple
samples is possible

*1 pCR (Polymerase Chain Reaction): A technique of selectively amplifying DNA arrangements.
%2 pOCT (Point of Care Testing): Testing carried out by a healthcare worker at a patient’s bedside.

[GeneSoC®] ultrafast gene quantitative system

® A measurement chip and a reagent for research: to be released in the second half of FY2019.

® Extracorporeal diagnostic agent: Aim to release a drug in 2021.

30



Performance

Continuous Growth

Kyorin )
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Medium-term management plan “HOPE100-Stage 2-" (2016-2019)

<Target value>

the average
annual growth
rate :3% or more

the consolidated
operating income
margin :
15% or more

Factor

M the new drug business (in Japan)
-Delay in the progress of KRP-AM1977X
Decrease in sales due to the temporary

suspension of the supply of Desalex

M the business of drug discovery
(overseas development)
-Lower-than-expected income from royalties.

(Discontinuation of the development of KRP-203 on the part
of the licensee.)

[Changes in systems and business circumstances]

W Dramatic reform of the NHI drug price scheme
*Review of the Price Maintenance Premium
*Frequent drug prices revisions

<FY2019 (Forecast) >

the average
annual growth
rate : —1.1%

the consolidated
operating income
margin :
8%

For continuous growth (Refinement of pharmaceutical Business)

<Drug Discovery>

m Initiatives for first-in-class
New drug discovery
-Establishment of system for
continual generation of
innovative new drugs

<New Drug Business>

B Increase in the Ratio of
New Drugs Group
-Make the four new drugs (including
those developed in-house)
the driving force

< Generic Drugs Business > < New businesses >
m Promotion of Generic Drugs m Development of the
Business by Making the Most diagnostic business and
of Its Characteristics
-promotion of AG strategy

establishment of a foundation



Shareholder Returns
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Basic Policy

-While maintaining the sound financial base, we aim to improve the capital
efficiency through growth investment and returns to shareholders.

-We will maintain stable dividends taking DOE (Dividend on Equity ratio) into

account.

Dividend per share for fiscal 2018 (estimate): ¥75 (including interim dividend of ¥30)

Dividends
FY2016 FY2017 FY20183 (;tiga}si)
Dri]viden\;j per ¥58 ¥58 ¥75 ¥75
share (Yen) (Year-end (Year-end (Year-end (Year-end
¥38) ¥38) ¥45) ¥45)
Consolidated
payout
ratio(%) 59.3% 65.9% 72.6% 61.4%

X The year-end dividend of 45 yen in the fiscal year ending March 2019 will be decided at in the Board Meeting Scheduled for

May 22.
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Important points in facilitating the FY2019 .
business strategy _.Kygfln CJ)

Develop growth potential

and
follow a growth path
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