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Start of a full-fledged recovery from FY26/3

Distribution inventories are at low levels across all end markets

SUMMARY

»» While delayed by roughly one year, likely due to the glut of inventory accumulation in
the wake of the spike in special demand caused by the global pandemic, and
subsequent extreme stress on global supply chains, resulting in double-booking orders,
etc., earnings have started a full-fledged recovery against the backdrop of an unusual
situation of low levels of distribution inventories across all end markets just as the
silicon cycle enters an upturn. This coincides with a full-fledged recovery in PC demand
driven by the October Windows 10 end-of-service PC replacement, and rapid diffusion
of Al PCs (equipped with dedicated Al accelerators designed to optimize and accelerate
Al tasks on a device, providing improved performance and efficiency in handling Al and
GenAl workloads without relying on external servers or cloud services). Q1 2025
Gartner PC shipments were: worldwide +4.8% YoY, US +12.6% and Japan +15.6%.

P> Key initiatives and demand drivers to strengthen sales expansion in FY26/3 include: 1)
Expand sales of high value-added products by focusing on new medium- and high-
voltage tolerant products with relatively high unit prices which contribute to both
higher sales and higher profit margins, 2) Develop customers through field application
engineers (FAEs), a dedicated technical sales team placing engineers who have been
involved in product development in locations where they can interact with customers,
3) Reference circuits for lithium-ion rechargeable batteries compatible with CC-CV
charging, which is a growth market, 4) Accelerate development and commercialization
of Phenitec's SiC (silicon carbide) compound semiconductors foundry services , and 5)
Capture China plus one opportunities where companies in the Greater China area are
moving to shift to foundry service providers outside China to diversify geopolitical risks
(such as unpredictable tariff policies, etc.), address rising costs in China, and increase
the resilience of their supply chains.

TOREX SEMICONDUCTOR Consolidated FY26/3 Forecasts (JPY mn)
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Focus Points:

Power management IC specialist
with attractive growth profile from
new applications driven by 5G/IoT,
EV/ADAS and highly energy
efficient next-gen power devices.

Key Indicators

Share price (6/17) 1,242
YH (25/3/18) 1,322
YL (25/4/7) 919
10YH (21/11/30) 3,960
10YL (15/8/25) 830
Shrs out. (mn shrs) 11.554
Mkt cap (JPY bn) 14.350
EV (JPY bn) 16.923
Equity ratio (3/31) 51.8%
26.3 P/E(CE) 43.9x
26.3 EV/EBITDA (CE) 7.1x
25.3 ROE (act) -12.4%
25.3 P/B(act) 0.77x
26.3 DY (CE) 4.51%
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Partners on behalf of TOREX
SEMICONDUCTOR, LTD. Please
refer to the legal disclaimer at the
end for details.

Source: compiled by SIR from IR results briefing materials.
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Source: compiled by SIR from IR results
briefing materials.

Powerfully small

“Micro DC/DC” XCL Series
Ultra small DC/DC converters
that integrate a coil and a
control IC. Simultaneously
achieve space-saving, high
efficiency, low noise, high
heat dissipation, low cost.

FY26/3 to mark the start of the new upcycle

Drivers to include PC replacement for Windows 11 and Al PCs

RESULTS SUMMARY

»» TOREX SEMICONDUCTOR announced Q4 FY25/3 consolidated financial results on 5/14,
and it held an online results briefing on 5/20, hosted by TOREX Group President Takeshi
Kimura and Phenitec President Hiroyuki Ishii. Headline numbers for FY25/3 results were
consolidated net sales -7.0% YoY, operating loss shrinking from JPY 1,778mn to JPY
632mn, and loss attributable to owners of parent shrinking from JPY 4,297mn to JPY
2,358mn. The Company recorded an impairment loss related to subsidiary Phenitec’s
Kagoshima Fab. Nevertheless, the Company maintained the annual dividend of 56 yen
(total amount paid JPY 615mn, DOE of 3.2%), and conducted a share buyback of
418,300 shares (3.8% of shares outstanding for a total amount of JPY 500mn) between
2/17 and 4/30.

»» The two hosts provided some insights and helpful feedback related to the current
orders environment and the outlook for FY26/3. In response to a question of whether
the Company had seen any rush to frontload ahead of US tariffs and subsequent
reactionary decline after April, the answer was no such pattern was observed. Phenitec
President Ishii commented that based on current orders, he believes that Q4 marked a
bottom, and that he expects a recovery from the 2H. TOREX Group President Kimura
noted brisk demand from Taiwan in particular related to PC demand, and that the new
section created in Oct-2024 dedicated to technical sales staffed by field application
engineers is producing results in expanding sales. He also said that management is
committed to meet the Prime Market listing maintenance requirement of tradable
market cap of JPY 10bn by the end of FY26/3 through focus on key growth initiatives.

TOREX Group Q4 FY25/3 Financial Results Summary and FY26/3 Forecasts

JPY mn, % FY19/3 FY20/3 FY21/3 FY22/3 FY23/3 FY24/3 FY25/3 FY26/3
act act act Ela act act act init CE
Net sales 23,897 21,501 23,713 30,864 31,957 25,752 23,958 25,500
YOY (04)  (100) 103 302 35  (194) (70| 64
¢ Phenitec contrib 13,792 11,837 14,107 16,740 17,262 15,735 14,086 —
YOY (03) (142 192 187 31 . (88) (105 |
® Torex parent 10,104 9,663 9,605 14,124 14,694 10,016 9,871 —
YoY (0.6) (4.4) (0.6) 47.0 4.0 (31.8) (1.4)
Gross profit 6,494 5,452 5,959 9,474 10,021 3,986 5,272 —
GPM.....272%  258%  251%  30.7% _ 314%  155%  22.0%|
SG&A 4,943 4,774 4,750 5,577 6,045 5,764 5,904 —
Ratio to sales 20.7% 22.2% 20.0% 18.1% 18.9% 22.4% 24.6%
Operating profit 1,551 678 1,209 3,898 3,976 (1,778) (632) 400
YoY (29.9) (56.3) 78.3 222.3 2.0 — — —
OPM 65% . 32% . 51%  126% _ 124%  -69%  -26%|  16%
¢ Phenitec contrib 904 225 693 2,108 1,409 544 (627) —
YoY (42.7) (75.1) 208.0 204.2 (33.2) (61.4) —
OPM 6.6%  19%  49%  126%  82%  35%  A5%|
® Torex parent 646 453 516 1,789 2,567 (2,322) (5) —
YoY 2.1 (29.9) 13.9 246.7 43.5 — —
OPM 6.4% 4.7% 5.4% 12.7% 17.5%  -23.2% -0.1%
Yendollarrate ¥1107  ¥1091 ¥1062 ¥1129 ¥1349 ¥1444  ¥1524| ¥1450
Capex 3,323 1,497 1,179 1,916 4,850 5,284 2,950 2,740
Depreciation 1,085 1,312 1,208 1,311 1,645 2,350 2,468 2,000

Source: compiled by SIR from TANSHIN financial statements and IR results briefing materials.
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B Phenitec contribution Group total

TOREX Group Quarterly Trend of Consolidated Net Sales by Entity (JPY mn)
B Torex (parent)
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TOREX Group Quarterly Trend of Consolidated Operating Profit/Loss by Entity (JPY mn); Monthly Yen-Dollar
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% Key indicators tracked by SIR for the TOREX Group business environment point to a 2025 recovery

: : = TXN Analog Segment Revenue (USD mn, LHS) Japan exports to China (JPY bn, LHS)
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Source: Customs and Tariff Bureau, Ministry of Finance, Texas Instruments (NASDAQ: TXN) historical financial statements, quarterly segment revenue.

Cautiously upbeat outlook for a recovery in 2025

Texas Instruments, the world’s No.1 maker of analog semiconductor
devices, held its Q1 2025 results briefing webcast on April 23. Analog
segment revenue increased +13.2% YoY in Q1 (see graph above), while
operating profit increased +19.6% YoY, for the first YoY profit increase in
10 quarters.

Regarding insight into Q1 revenue by end market, Tl continued to see
recovery across end markets, with industrial showing broad recovery
across sectors and geographies. Tl believes customer inventories are at
low levels across all end markets. By end market, “the industrial market
increased upper-single digits, after seven consecutive quarters of
sequential decline. The automotive market increased low-single digits.
Personal electronics declined mid-teens, in line with typical seasonal
trends. Enterprise systems grew mid-single digits, and communications
equipment was up about 10%.”

Regarding the outlook going forward, while citing uncertainties including
US tariff policy and impact on supply chains from the ongoing conflicts in
Ukraine and the Middle East, Tl said that it did not see any immediate
impact on Q2 performance from tariffs. Tl remained optimistic that while
looking at previous events, including Y2K, the global financial crisis and the
COVID-19 pandemic, “the current situation may be unique in that we are
at the bottom of the semiconductor cycle, and customer inventories are
at low levels across all end markets.”

~ Sessa Partners
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Source: compiled by SIR from SPEEDA historical price data.

*Note: ongoing decline in the industrial
equipment market had a significant
impact on the TOREX Group in FY25/3,
so comments from Tl that the declines
appear to have run their course is
positive for the outlook in FY26/3.
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President Takeshi Kimura

FY26/3 Management Policy and Key Initiatives to Strengthen Sales Expansion
P> TOREX SEMICONDUCTOR Group President Takeshi Kimura provided an update on key

initiatives to expand sales in FY26/3.

® Expand sales of high value-added products: enhance the lineup of power
management and analog ICs featuring ultra compact, low power consumption such
as micro DC/DC converters with built-in inductor coils, etc., for applications in the
three areas of consumer electronics/PCs, industrial equipment and automotive
equipment, - to medium- and high-voltage tolerant products in the 36V, 60V and
higher range, and these new products have relatively high unit prices which
contribute to both higher sales and higher profit margins.

® Develop customers through field application engineers (FAEs): In Oct-2024, TOREX
established a section dedicated to technical sales and significantly increased the
number of field application engineers (FAEs). The aim is to provide more detailed
technical support by placing engineers who have been involved in product
development as FAEs in locations where they can interact with customers, and to
utilize feedback on customer needs in the development of future products.

® Reference circuits for lithium-ion rechargeable batteries compatible with CV
charging: CC-CV (Constant Current-Constant Voltage) is a two-stage charging
method for rechargeable batteries, such as lithium-ion (Li-ion) and lithium-polymer
(LiPo) batteries. In the initial CC phase, the charger delivers a steady current to the
battery, rapidly charging it until it reaches a predefined voltage level. Once the
battery voltage reaches its peak, the charger switches to a CV mode. The current
gradually decreases as the battery approaches full charge, preventing overcharging
and ensuring safety. This market is expected to grow.

® Accelerate development and commercialization of compound semiconductors:
Phenitec's SiC (silicon carbide) foundry services include manufacturing a wide range
of products, such as SBDs and MOSFETs, as well as products in the elemental
development and prototyping phases. TOREX is also developing its own power
device products.

® China plus one: companies in the Greater China area are moving to shift to foundry
service providers outside China to diversify geopolitical risks (such as unpredictable
tariff policies, etc.), address rising costs in China, and increase the resilience of their
supply chains.

Measures to increase sales

e Expansion of sales of high-value-added
products

= High-voltage, coil-integrated DC/DC converters

= High-voltage DC/DC converters

e Reference circuits for lithium secondary batteries
compatible with CV charging

= EnerCera ET series of LTO batteries from NGK Insulators, Ltd.

e Compound semiconductors
= SIC foundry/ SBD, MOSFET, customization

e China plus one

Source: excerpt from Q4 FY25/3 IR results briefing materials.
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Major PC vendors are ramping
up rollout of new Al PC models

Al laptops 20.14  40.52

Al PC total 21.53 43.03
Source: Gartner (September 2024

Windows 10 end-of-service on
2025.10.14 is expected to drive
robust replacement demand

s Sessa Investment Research

2025-26 opportunity in Windows 10 end-of-service PC replacement, Al PCs
»» For notebook PCs, TOREX SEMICONDUCTOR manufactures various power management

ICs for camera modules, battery management, Al modules etc. As can be seen from the
graph below, worldwide PC shipments suffered double-digit declines in 2022 and 2023
following the special demand boom during COVID-19 in 2020 and 2021 dropping out.
According to Gartner, while 2023 shipments declined  -14.8% YoY, 4Q 2023 increased
+0.3%, ending 8 consecutive quarters of declines. In the four quarters since then, all
quarters were up slightly YoY, with Q1 2025 +4.8%, entering a full-fledged recovery.

»» Microsoft support for Windows 10 will end on October 14, 2025 (meaning the end of

security updates leaving users subject to vulnerability), and this is expected to spur a
significant boost in replacement demand. According to the Gartner press release in
January for Q4 2024, worldwide PC shipments increased +1.3% YoY, noting that
macroeconomic uncertainties in China and parts of Europe, as well as the high prices of
Al PCs, resulted in the muted growth. The press release in April for Q1 2025, worldwide
PC shipments increased +4.8% YoY, and US PC shipments increased +12.6%, with Japan
PC shipments increasing +15.6% YoY. While the US got a boost from inventory building
ahead of tariffs, Japan saw strong growth driven by Windows 11 replacements and
adoption of Chromebooks, which offer cloud-based functionality and security for
remote work.

P> Regarding a new category of devices called Al PCs, Gartner defines Al PCs as PCs that

are equipped with dedicated Al accelerators or cores, neural processing units (NPUs),
designed to optimize and accelerate Al tasks on the device. This provides improved
performance and efficiency in handling Al and GenAl workloads without relying on
external servers or cloud services. Microsoft's CoPilot+ PC branding is for Windows
systems with an NPU that performs at 40 TOPS or greater. TOPS is an acronym for Tera
Operations Per Second (alternatively described as Trillions of Operations Per Second).
Currently, Al-capable PCs carry a 10-15 percent price premium over standard PCs,
something that will likely need to change in order to shift demand from enthusiast early
adopters to enterprise customers.

Gartner Trend of Worldwide PC Unit Shipments: Full-fledged Recovery in 2025
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Source: compiled by SIR from Gartner Worldwide PC Shipments quarterly press releases (2025 Q1 - April 14, 2025).
Note: data includes desktop and laptop PCs that are equipped with Windows, macOS and Chrome OS.

~ Sessa Partners



TOREX SEMICONDUCTOR I 6616 s Sessa Investment Research

@ TOIREX 10-Year Monthly Share Price, 6M/12M/24M MA, Volume and Valuations Trend
$5/36
o 4000 3,960
_Phenitec i
3500 | 1i/s 1111
3,187 3,235
|
3000 i
2500
/\ 2000
1500
Performance and .
Valuations: 1000 ‘ B M S
SESSA Smart Charts i '| &lo I 982 sl=!5 | 919
500 57/2|F10I |||IIgIIEul||I||||||||||||II.|.n||||II||Jllll”?“{ﬁl.'..lnikﬁ[;.,....|||I|| |II|||||||I|I|||||I|||||||.|I|.|.....|...|.?./.7..
™ “ © A % o o N 9% 0 ™ )
Ny Y > > N N v v v v v v
v’ The current P/B of & & & & & & & & & & & &
0.77x and DY of 4.51%
are trading 29% below P/B HIST AVG
and 75% above 2.50
historical averages, 55
respectively. ’
2.00
v Initial OP guidance for
FY26/3 OP of JPY L7
400mn puts EV/EBITDA 150
on 7.1x, 20% below its
historical average. 125
1.00
v Structural growth
drivers for TOREX 0.75
include 5G rollout/loT 0.50
device proliferation, '
EV/hybrid ramp, and ———EV/EBITDA =====HIST AVG
demand for next-gen 50.0
power devices to
. 40.0
combat climate change.
30.0
20.0
@ 10.0
>
m 0.0 7.1
. ———DY =——HIST AVG
Analyst’s view s
1.00
2.00 /‘/\-’V'\/-\ M"\
A, N I\
3.00 AVAR IAV/ V\/’
4.00
5.00
u o © A ) o o N 9% 0 v
N N N N N he o ]2 2 Ak ] %
W & W & W W & W & W & ¥
Source: compiled by SIR from SPEEDA historical earnings and price data. Valuations calculated based on LTM and CE.

7

~ Sessa Partners



TOREX SEMICONDUCTOR I 6616 s Sessa Investment Research

& TOREX
_Phenitec

Status of compliance with the criteria for maintaining listing on the TSE Prime

Market and basic policy on initiatives to comply with the criteria

P» As can be seen from the exhibit below, TOREX has met 5 out of the 6 criteria to
maintain listing on the TSE prime market, with 1 unmet criterion. Market
capitalization of tradable shares of JPY 8.12bn was below the requirement of JPY
10.0bn or more. The number of tradable shares subtracts: 1) the number of shares
held by major shareholders who individually own 10% or more of the number of
listed shares (however the number of shares held by investment trusts or pension
trusts are included), 2) the number of shares held by officers, etc., 3) the number of
treasury shares, and 4) the number of shares held by common banks, insurance
companies and business corporations in Japan. The tradable shares ratio is the
number of tradable shares =+ the number of listed shares. Tradable market
capitalization is the tradable shares ratio X market capitalization.

P» Management has concluded that is essential to raise the market capitalization in
order to fill the unmet level of tradable market capitalization of JPY 10.0bn or more.
Initiatives to achieve this unmet criterion by the end of the fiscal year ending March
31, 2026 include: 1) increase the share price driven by improved profitability,
specifically by focusing on increasing revenue by expanding sales of power
management ICs, the Company’s main product line, focusing on new higher value-
added medium- and high-voltage tolerant products where higher unit prices
contribute to both higher sales and higher profit margins, and foundry service sales
of compound semiconductors / power devices at Phenitec, 2) promote cost
reduction through raising internal efficiencies, and 3) by the end of the current fiscal
year, formulate a new Medium-Term Management Plan starting from FY27/3,
disclosing medium- to long-term growth strategies, sustainability policies and
management conscious of the cost of capital, etc., aiming to raise the share price.

Status of Compliance with the Criteria for Continued
Listing on the Prime Market

Market capitalization X Percentage of __ | Market capitalization
P tradable shares ~  of tradable shares
Number of T 22T 1 R Percentage Daily average  Amount of
harehold tradable capitalization of  of tradable t dY Ig t ¢
SIICIDES shares tradable shares shares LOSIMORVICN RCHasses
TOREX status - -
(as of the 3,842 66,611 units  8.12 billion yen  57.6% SL7 2:1'"'0” 17.4 EE’”'"'O"
ref. date) Y y
. . HTF 20 million Positive net
Cotnued | soormore 20000uns dobllonyenor - 3ear g Mg
more/day amount
Status of
compliance Conforms Conforms Unmet Conforms Conforms Conforms

Source: excerpt from Q4 FY25/3 IR results briefing materials.
*TSE calculation of tradable shares: https://www.jpx.co.jp/english/equities/listing/continue/details/02.html
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LEGAL DISCLAIMER

This report is intended to provide information about the subject company, and it is not intended to
solicit or recommend investment. Although the data and information contained in this report have

been determined to be reliable, we do not guarantee their authenticity or accuracy.

This report has been prepared by Sessa Partners on behalf of the concerned company for which it has
received compensation. Officers and employees of Sessa Partners may be engaged in transactions
such as trading in securities issued by the company, or they may have the possibility of doing so in
the future. For this reason, the forecasts and information contained in this report may lack
objectivity. Sessa Partners assumes no liability for any commercial loss based on use of this report.
The copyright of this report belongs to Sessa Partners. Modification, manipulation, distribution or

transmission of this report constitutes copyright infringement and is strictly prohibited.

Sessa Partners Inc.

#5ai-o0 Azabu, 2-8-14
Azabujyuban, Minato-ku, Tokyo

info@sessapartners.co.jp
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