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Attractive Buying Opportunity Emerges as Overvaluation
Concerns Dissipate

Summary

EQ1 FY2027/3 results review

TOREX SEMICONDUCTOR LTD. (hereafter, the Company) announced consolidated results
for Q1 FY2027/3 showing substantial growth in both sales and profit, with net sales of
JPY 6,564 mn (+11.9% YoY) and operating profit of JPY 885 mn (+436.3% YoY). Ordinary
profit was JPY 1,113 mn, while profit attributable to owners of parent (hereafter, net
profit) was JPY 911 mn. Profit was boosted by higher sales, a weaker-than-expected yen
(average exchange rate of JPY 160.5/USD), a temporary reduction in cost of sales
resulting from a revision to the inventory valuation method, and dividend income
recorded as non-operating income. By business, TOREX recorded net sales of JPY 2,761
mn (+11.6% YoY). Growth in industrial and automotive applications offset adjustments in
wearable applications, while the weaker yen and the impact of the inventory valuation
revision contributed to higher profit. Phenitec contributed JPY 3,803 mn to net sales
(+12.1% YoY). Although sales for medical applications declined slightly, growth in
automotive and industrial applications drove higher plant utilization, resulting in
improved fixed-cost absorption and contributing to profit growth.

HFY2027/3 forecast

The Company maintained its full-year FY2027/3 consolidated net sales forecast at JPY
28,000 mn (+11.7% YoY), while upwardly revising its operating profit forecast to JPY
1,500 mn (+38.2% YoY) from JPY 1,300 mn previously. Although Q1 operating profit
already represents 59% of the full-year forecast, the revised forecast reflects a realistic
bottom-up build, taking into account (1) the change in the inventory valuation method
discussed below and (2) uncertainty surrounding external factors such as rising raw
material prices.

EShare price insights

The Company’s share price recovered following two upward revisions to its earnings
forecasts and subsequently gained further ground as investors turned to lagging
semiconductor stocks with strong earnings. It later fell amid a sharp correction across the
semiconductor sector. However, this decline has completely eliminated concerns over the
stock’s P/B valuation. In addition to the current strong earnings recovery momentum,
there is substantial upside potential for FY2027/3. Over the longer term, expectations are
also high for the Company’s growth story centered on physical Al. Following the recent
correction, the current share price offers an attractive buying opportunity from a medium-
to long-term investment perspective.

JPYmn, %, JPY Netsales YoY o,:;r;:ing OL‘::'f?t’y

FY2024/3 C 25,751 (19.4)  (1,778) - (2,452) - (4297) -  (390.73)  56.00
FY2025/3C 23,597 (7.0) (632) - (820) - (2,358) -  (214.62) 56.00
FY2026/3C 25073 4.7 1,085 - 1,268 - 1,159 - 109.38  56.00
FY2027/3 CE 28,000 11.7 1,500 38.2 1,600 26.1 1,600 380 151.05 56.00
FY2026/3 Q1 5,865 (6.2) 165 (54.8) 64 (81.1) 35 (56.9) 338 -
FY2027/3Q1 6,564 11.9 885 436.3 1,113 - 911 - 86.06 -

Source: Compiled by SIR from the Company’s IR materials.
Note: Figures may differ from the Company’s materials due to differences in SIR’s financial data processing and the Company’s
reporting standards.
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Focus point:

The Company’s key strength lies in its
unique structure that combines
TOREX's power management IC
design capabilities with Phenitec’s
discrete power semiconductor
foundry services. Attention is focused
on the Company’s potential to expand
in the physical Al market, leveraging
its expertise in miniaturization and
power-saving technologies, as well as
its medium- to long-term growth
prospects in next-generation power
semiconductor fields such as SiC and
gallium oxide.

Key Indicators

Price (8/20) 1,937
52W High (26/5/29) 2,990
52W Low (25/12/15) 1,375
10Y High (21/11/30) 3,960
10Y Low (20/3/13) 855
Shares Out. (mn) 11.55
Mkt Cap (JPY bn) 22.38
EV (JPY bn) 2421
26/3 Equity Ratio 52.4%
26/3 ROE 6.4%
27/3 P/E (CE) 12.8x
26/3 P/B (actual) 1.05x
26/3 EV/EBITDA 7.9x
27/3 DY (CE) 2.9%
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Yasutaka Watanabe, Analyst
research@sessapartners.co.jp

This report was prepared by Sessa Partners on behalf of the subject company. Please refer to the legal disclaimer at the end for details.

Quick Look Reports are released every other quarter to follow earnings.
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Q1 FY2027/3
Results Review

In Q1 FY2027/3, the Company reported consolidated net sales of JPY 6,564 mn (+11.9% YoY)
and operating profit of JPY 885 mn (+436.3% YoY). In addition to the impact of higher sales,
profit was supported by a weaker-than-expected yen, with the average exchange rate during
the quarter at JPY 160.5/USD, as well as a temporary reduction in cost of sales resulting from
a revision to the Company’s inventory valuation method. Profit was further boosted by
dividend income and other non-operating income arising from the liquidation of an investee.
As a result, ordinary profit increased sharply to JPY 1,113 mn from JPY 64 mn a year earlier,
while net profit rose to JPY 911 mn from JPY 35 mn.

Consolidated statements of net sales

FY2026/3 Q1 FY2027/3 Q1
Act Act

YoY

11.9%

2,474 2,761 11.6%
3,391 3,803 12.1%
Operating profit 165 885 436.3%

51 511 902.0%

Ordinary profit 64 1,113 1639.1%

Source: Compiled by SIR from the Company’s IR materials.

Looking at sales trends by business, TOREX, which handles analog power management ICs,

recorded net sales of JPY 2,761 mn (+11.6% YoY). Although sales for wearable applications

declined due to temporary shipment adjustments during the transition between old and new

models, sales for industrial equipment applications increased 8.1% YoY and sales for

automotive equipment applications rose 5.5% YoY, driving overall sales growth. On the profit

front, earnings were boosted by higher sales, in addition to the weaker yen and the revision to
Net sales by region Net sales by application “

the inventory valuation method discussed above.
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Source: Compiled by SIR from the Company’s IR materials.
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FY2027/3
Earnings Outlook

Meanwhile, Phenitec, the foundry business, contributed JPY 3,803 mn to consolidated net sales
(+12.1% YoY). Although sales for medical applications edged down to JPY 106 mn amid a transition
in customer specifications, sales grew substantially, led by automotive equipment applications at
JPY 1,279 mn, with industrial equipment applications up 10.1% YoY and other equipment
applications up 25.1% YoY. The resulting improvement in plant capacity utilization led to stronger
fixed-cost absorption, contributing to higher segment profit.

Quarterly net sales trend (Phenitec)

(JPY mn)
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Source: Compiled by SIR from the Company’s IR materials.
Note: Includes intercompany transactions with TOREX.

The Company maintained its full-year FY2027/3 consolidated net sales forecast at JPY 28,000
mn (+11.7% YoY), while upwardly revising its operating profit forecast to JPY 1,500 mn
(+38.2% YoY) from JPY 1,300 mn previously. Although Q1 operating profit already represents
59% of the full-year forecast, the revised forecast reflects a realistic bottom-up build, taking
into account (1) the change in the inventory valuation method discussed on the next page and
(2) uncertainty surrounding external factors such as rising raw material prices. The Company
forecasts ordinary profit of JPY 1,600 mn and net profit of JPY 1,600 mn, with the latter
expected to include a gain of approximately JPY 600 mn on the sale of TVS, its back-end
processing subsidiary in Vietnam.

FY2027/3 Consolidated earnings forecast

Rate of

Rate of 2027 change
. h e change ! YOy remarks
financial Initial Forecast i
results Forecast Yoy (Aug.12) ]
) Forecast)

March March March
2026, 2027,

Net Sales 25,073

Operating profit 1,085 1,300 +19.8% 1,500 +15.4%

Operating
profit/ 4.3% 4.6% +0.3pt 5.4% +0.8pt
net sales

Ordinary profit 1,268 1,300 +2.5% 1,600 +23.1%

% Expected gain on

Profit attributable to the transfer of TVS:
1.r 159 11400 +20.7% 11600 +14.3% approx. JPY 600

million

owners of parent

EPS (yen) 109.38 132.17 - 151.05 -
Average exchange
rate (1% o) ¥150.9  ¥155.0 - ¥155.0 -

Depreciation 1,971 2,000 +1.5% 2,000 -
Capital investment 2,273 1,600 429.6% 1,600 -

Source: Excerpt from the Company’s IR materials.
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*1: Background to the change
in valuation method

In semiconductor
manufacturing, particularly in
front-end wafer fabrication,
inevitably generate excess
inventory due to physical
production constraints, even
when production is
fundamentally based on
confirmed orders. For
example, if a customer places
an order for 200 units, the
minimum front-end
production lot of one wafer
may physically yield 2,000
chips at the same time.
Production is necessary to
fulfill the order, but the
remaining 1,800 chips are left
in inventory as excess stock
without corresponding
orders and, under accounting
rules, automatically become
subject to valuation losses
after a certain period.

m Change in inventory valuation method

This section explains the change in the inventory valuation method™ introduced by the
Company in Q1 FY2027/3. Under the previous conservative method, inventories not linked to
confirmed orders were subject to valuation losses. The new method instead assesses
inventories exceeding future sales forecasts calculated from historical sales data. Based on
these assumptions, SIR compared and summarized the quarterly earnings impact under the
previous and new methods.

Comparison of financial impact under previous and

new valuation methods based on simulation

Assumptions Ql Q2 Q3 Q4 Full-year

@ selling price 20 20 20 20 20

Projected sales quantity

........ (newmethod) o b20 L0000 1000 800 4000
Simulation using the previous method Ql Q2 Q3 Q4 Full-year
@ Netsales =Ox® 100000 160,000 200,000 240,000 700,000
(8) Underlying =@Dx® 50,000 80,000 100,000 120,000 350,000
........ COSt OF SAlES
(©) Inventory @ x (@-5) 12,000 15,000 15,000 4,000 46,000

valuation loss

Simulation using the new method Ql Q2 Q3 Q4 Full-year
@ Net sales =Dx® 100,000 160,000 200,000 240,000 700,000
Underlying -@x0® 50,000 80,000 100,000 120,000 350,000
..... 08t OF SBlOS e
Inventory =@ x (@-6) 3,000 15,000 20,000 8,000 46,000
e VA ON 0SS e
otal cost of sales =)+ ’ ’ ) )] 1
(0 Total cost o fsales = e+ 53,000 95,000 ~ 120,000 ~ 128000 396,000
(1) Gross profit -@-© 47,000 65,000 80,000 112,000 304,000

Source: Compiled by SIR.
Note: Red text indicates assumptions or simulation items that differ between the previous and new valuation methods.

1. Temporary boost to Q1 earnings (first quarter under the new method): In Q1, the
objective sales forecast based on historical results (1,200 units) significantly exceeded
confirmed orders (300 units), resulting in a dramatic reduction in unnecessary inventory
valuation losses from 12,000 to 3,000. As a result, Q1 gross profit was boosted by 9,000, from
38,000 to 47,000 (equivalent to a JPY 281 mn reduction in costs at the consolidated operating
profit level in the actual results).

2. Reversal of the cost benefit in Q2-Q4: As orders and operations move onto a recovery
track and production increases as the fiscal year progresses, total inventory on hand (@)
inevitably builds up. Under the new method, the number of excess units subject to valuation,
meaning inventory exceeding statistically projected shipments, automatically increases in
proportion to total inventory. As a result, additional inventory valuation losses (costs) are
recognized progressively in Q3 (+5,000 versus the previous method) and Q4 (+4,000).
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I Share Price Insights

3. Convergence to a net-zero impact for the full year: On a full-year cumulative basis, total
inventory valuation losses are identical under both methods at 46,000, while gross profit is
also identical at 304,000.

This accounting change produces the same effect over a given period, assuming that
confirmed order volumes and forecast sales volumes are equal. The valuation losses merely
reflect a temporary difference in the timing of recognition, and their impact on profit is fully
offset when viewed over the full year. In this sense, the change can be regarded as a more
rational accounting process that better reflects actual business conditions, made possible by
the Company’s ability to generate reasonable forward-looking volume forecasts based on
historical sales and shipment data.

The Company’s share price entered a temporary correction from autumn 2025 as investors
waited to assess earnings trends for FY2026/3. However, it regained strength after two
upward revisions to the earnings forecast in November 2025 and February 2026 made the
improvement in the business environment clear. Since April 2026, market interest has shifted
toward lagging semiconductor stocks with solid earnings, and buying interest spread to the
Company’s shares as well. Subsequently, as Al and semiconductor-related stocks entered a
correction amid growing caution over the rapid pace of share price gains, the Company’s
shares were also dragged lower by the broader market environment.

One year share price performance

(2025/7/E = 100) (2025/7/E=0)
TOREX SEMICONDUCTOR (LHS)
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Source: Compiled by SIR from SPEEDA data.

However, the pullback resulting from the sector-wide correction has completely eliminated
concerns over the stock’s P/B valuation, which SIR regards as its primary valuation metric. In
addition to the current strong upward earnings momentum, SIR believes there is substantial
potential for further upside to earnings in FY2027/3. Over the longer term, expectations are
also extremely high for the Company’s unique growth story driven by the shift toward
autonomous decentralized control in physical Al. Following the recent correction, the current
share price offers an attractive buying opportunity from a medium- to long-term investment
perspective.
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Trends in P/E and P/B
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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-o Azabu, 2-8-14
Azabujyuban, Minato-ku, Tokyo

info@sessapartners.co.jp
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