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TO OUR

STAKEHOLDERS

Carrying our pioneering spirit
toward the next 100 years

Mitsuo Ohya é‘é(

President
Toray Industries, Inc.

Reflections since my appointment as
the President
FY 2024 results

This year, 2025, marks my third year as the President of
Toray Industries. Since taking office, through dialogue
with various stakeholders both inside and outside the
Company, I have identified challenges and formulated
specific measures to become “a truly sustainable com-
pany” that I envisioned at the time of my appointment.
Moreover, I have been proactively driving the implemen-
tation of these measures.

In FY 2024, we recorded higher year-on-year revenue
and core operating income, mainly due to the results of
key initiatives to improve profitability and asset efficien-
¢y, “Strategic Pricing” and “Darwin Project”. ROIC also
improved by 1.6 points year-on-year, reaching 4.4%.

Our strategic pricing is not simply an activity to raise
prices, but it is an initiative to quantitatively analyze and
recognize the customer value and competitiveness of
our products and reflect the value to the prices to en-
hance our profitability. In FY 2024, we achieved the re-
sults over 20 billion yen compared to FY 2023. On the
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other hand, under Darwin Project, we have picked up the
businesses and companies with large capital investment
from the ones whose business performances are slug-
gish. We have been intensively working on structural re-
form of those businesses and companies with support
from the head office to improve profitability. This initia-
tive also achieved improvement in profit by 20 billion yen
compared to FY 2023.

These initiatives have yielded significant improve-
ments in a short period of time. The driving factor be-
hind it was a shared sense of urgency within the
Company. In the last few years, we have shared across
the entire Group that we have not been able to generate
profits commensurate with past capital investments due
to the COVID-19 pandemic, the rise of Chinese competi-
tors, and the commoditization of our mainstay products,
resulting in a lackluster share price and an inability to
deliver returns expected by our shareholders. We have
therefore set clear goals of enhancing profitability and
improving asset efficiency with ROIC as a higher level
concept, and have responded with a sense of urgency.
[ believe that the profit improvement in FY 2024 reflects

A combination of NANODESIGN™ technology and plant-based polyester. The incorporation of the innovation into the fiber spinning process allows
us to create a material suitable for various occasions. As an environmentally-friendly material with a higher quality feel and comfort than the
Sillook™ series, this material has a silk-like texture and luster. In the kimono applications, it also has an element of wrinkle resistance, which was a
challenge related to Sillook™ products. After launching in 2024, this product received the Senken Gosen Awards.
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some of these effort.

Another key focus for me as the President has been
to engage in dialogue with internal and external stake-
holders. When I was appointed to the President, I in-
ternally communicated the message to all employees
that we need to “swing for the fences (pulling out all the
stops to challenge),” even if we happen to strike out.
I have also created more opportunities to hear feed-
back from employees through direct dialogue at each
factory and business site at “Roundtable Discussions,”
in addition to “REAL TALK", a group-wide live streaming
event to facilitate dialogue between management and
employees. The insights gained through these events
are being reflected in initiatives to improve work effi-
ciency and are contributing to the creation of a free and
open-minded workplace culture where employees can
work with a sense of excitement, fulfillment, and happi-
ness, and take on new challenges.

I am also focusing on IR activities to increase under-
standing among our external stakeholders of our efforts
to create value. I am making every effort to actively dis-
seminate information, and I have created more opportu-
nities for direct dialogue with institutional investors than
ever before. I have been utilizing the insights gained
from these discussions to improve our management and
information disclosure.

Having received feedback from both internal and exter-
nal sources saying that Toray has changed, I steadily feel
we are on the right track. However, I have realized that in
order to meet everyone's expectations, I need to manage
the Company with an even greater sense of urgency.

FY 2025 targets and capping off AP-G 2025

FY 2025 will be the final year of the Medium-Term
Management Program, Project AP-G 2025.

In AP-G 2025, we set out five basic strategies: (1)
Sustainable growth; (2) Ultimate value creation; (3)
Product and operational excellence; (4) Enhancement of
People-centric management; and (5) Risk management
and governance. We set ROIC as a KPI and identified
business expansion in growth fields and the promotion
of structural reforms in low-growth and low-margin busi-
nesses as key challenges. To enhance the effectiveness
of our strategies, we have continued to implement seven
key management measures: (1) Enhancement of business
competitiveness and business expansion; (2) Optimal
allocation of forces and invested capital; (3) Creation
of innovation; (4) Function-centric enhancement; (5)
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Enhancement of cost competitiveness; (6) Human capital
management; and (7) Dialogue with the capital markets.
We have also organized and established 18 issues that
are linked to these measures.

In FY 2025, to cap off AP-G 2025, we aim to record
higher core operating income for the third consecutive
year and achieve an ROIC of 5%, owing to further pos-
itive effects from strategic pricing and Darwin Project.
An ROIC of 5% is merely the minimum level that must
be achieved to resolve the issue of PBR below 1. Seeing
AP-G 2025 as a steppingstone on the way to realizing our
vision for the Company, we will ensure further improve-
ments in the next Medium-Term Management Program
toward “a truly sustainable company.”

Toward “a truly sustainable company,” we
will improve ROIC with two wheels: growth
strategies and business structure reform

“A truly sustainable company” I envision is one which
provides both economic and social value to stake-
holders in accordance with our corporate philosophy:
“Contributing to society through the creation of new val-
ue with innovative ideas, technologies and products.”
The company secures management resources through
positive evaluations from the stakeholders on the two
values, and reinvests the management resources to cre-
ate new value, forming a continuous and virtuous cy-
cle (see P24). To sustain and strengthen this cycle, it is
imperative to maintain and enhance our profitability by
continuously creating high-added-value products and
services based on our development capability of cut-
ting-edge materials, which is the source of our com-
petitiveness. Since the establishment of the Company,
“contributing to society through business activities” has
been a top priority, and sustainably supplying prod-
ucts that contribute to society is the raison d'étre of the
Company. To that end, it is essential that our business-
es generate profits commensurate with investment.
We have organized our businesses into four quadrants
(see P20) with growth potential on the vertical axis and
profitability on the horizontal axis, and we are working
to improve ROIC with a balance of growth strategies
and business structure reforms. Within the four-quad-
rant framework, some businesses are classified as high
growth and high profitability and positioned as core
growth businesses. For example, carbon fiber compos-
ite materials for the aerospace applications, water treat-
ment membranes, Toray's Integrated Fibers & Textiles

Business, and electronic coating material for semicon-
ductors. In these businesses, we will expand profitability
for differentiation by further refining our competitive-
ness. Next, the next-generation businesses are those
that are either pre-commercialization or currently small
in scale but promising in growth potential, including
hydrogen-related, separation membranes, and films
for next-generation batteries. Expanding the range of
products in this quadrant while transitioning them into
core growth businesses is also the key issue. The sta-
ble profit businesses include nylon resins, PBT resins,
the chemicals business, and the sports applications of
carbon fiber, etc. In these businesses, large-scale cap-
ital investments have been completed and are now at
a stage where they need to generate cash as earning
foundations. On the other hand, in the businesses posi-
tioned in the structural reform quadrant, we will aim to
improve profitability through initiatives such as Darwin
Project and business restructuring. However, for busi-
nesses where structural adjustments are difficult, we will
also consider withdrawal as an option. Through this stra-
tegic reallocation of management resources, we will re-
assess our business portfolio and work to improve ROIC.

Sustainability issues for enhancing both
economic and social value

Another important aspect in becoming “a truly sustainable
company” is our contributions to solving so-called sustain-
ability issues.

Currently, the world is facing many challenges in reali-
zation of a sustainable society, including climate change,
resource and energy issues, food and water shortages as-
sociated with population growth, degradation of the nat-
ural environment, and concerns about health and safety.
We recognize that providing essential solutions to these
global challenges with innovative technologies and ad-
vanced materials is an important mission for us. Therefore,
in AP-G 2025, we have designated the sustainability inno-
vation (SI) business as a growth business field, in which we
will aim to achieve sound, sustainable growth through our
contributions to solving global challenges.

In the SI business, we focus on such areas as the car-
bon fiber composite materials business to reduce lifecy-
cle CO2 emissions with lighter materials, and the water
treatment business to address growing global demand
for water. In addition, we are promoting the development
of recycling technologies for products such as fibers,
films, and resins, as well as the utilization of bio-based

materials, in collaboration with partners in the supply
chain for the realization of the circular economy. Issue of
cost is always entailed in the expansion of environmental-
ly friendly products, including those made from recycled
or bio-based materials. However, by sharing the value
story behind those products with customers, we will turn
such cost into the economic value to establish a sustain-
able business. Examples of this include our recycled fiber
product brand, &+™, and TANKER™, a bag from Yoshida
& Co., made from 100% bio-based materials. Moreover,
to achieve our goal of carbon neutrality by 2050, we are
working to the Challenge 50+ Project. Under the proj-
ect, we aim to reduce greenhouse gas (GHG) emissions
and water usage per unit of revenue by more than 50%
compared to 2013 levels by switching to carbon-neutral
energy sources such as hydrogen, ammonia, synthetic fu-
els, and biomass, as well as through energy savings and
the greater use of renewable energy. Although we still
have many challenges to overcome, we will endeavor to
achieve breakthroughs by creation of innovation.

The pioneering spirit that
generates innovation
I believe that the source of such innovation is the pioneer-
ing spirit of our employees. Therefore, nurturing people
who can demonstrate our pioneering spirit and creat-
ing a conducive work environment are essential. In re-
cent times, as the concept of sustainability is spreading,
“human capital management” is being widely accepted
throughout society. It is the way of thinking that peo-
ple are considered to be important assets. Our “People-
centric management” has been a part of Toray's corporate
culture since the Company was founded in 1926, and
based on the belief that developing people is essential
for engaging in manufacturing, we have long focused
on the development of human resources. We were the
first company in post-war Japan to commercialize nylon
fibers, and following that, we commercialized polyester fi-
bers and acrylic fibers, establishing ourselves as a leading
company in synthetic fibers. Subsequently, we have con-
tinuously pioneered business fields, including resins and
chemicals, films, and carbon fiber composite materials, le-
veraging organic synthesis chemistry, polymer chemistry,
biotechnology, and nanotechnology as our core technol-
ogies. We were also quick to expand overseas starting in
the 1950s. It was also brought by our pioneering spirit.
That said, as our organization has grown and various
administrative challenges have increased, 1 have become
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concerned that this pioneering spirit may weaken due in
part to the lingering impact of the COVID-19 pandem-
ic. To encourage our employees to embrace challenges
once again, I told our employees to “swing for the fenc-
es, even if we happen to strike out”. To further motivate
employees to take on challenges, and to celebrate their
achievements, we launched the First Steps Award. This
award has received over 100 applications for two consec-
utive years. Also, our Engineering Development Center
made an appearance in the entertainment TV show on
NHK;, “Night of the Makaizo Society,” where top engineers
take on the challenge of transforming toys or household
appliances into extreme, high-performance machines.
This challenge has garnered significant attention from
both inside and outside the Company, showing the at-
titude of “taking a full swing even if we happen to strike
out”. I believe the role of management is to unlock the
limits of this pioneering spirit, which has been passed
down within the Company in an unbroken line, to pro-
vide direction as a compass for our employees to drive
themselves, and to create a corporate culture where they
can “swing for the fences.”

Issues to be tackled in the next
Medium-Term Management Program
—To succeed in a world of rising uncertainty —

This fiscal year, we are working on formulating the next
Medium-Term Management Program, which will start
from FY 2026. The next Medium-Term Management
Program targets the three years from FY 2026 to FY
2028. In addition to setting challenges based on cur-
rent conditions, the program will clarify the issues to
be addressed over the next three years by backcasting
from where we want to be as an organization around
2030. Enhancing profitability and improving asset effi-
ciency using ROIC as a KPI will be established as a high-
er-level concept for business challenges in the next
Medium-Term Management Program.

At present, the world is in the throes of great chang-
es, such as the rise of protectionism in various coun-
tries, instability in the Middle East, and the evolution of
Al As the business environment surrounding us is be-
coming increasingly uncertain, it is crucial to strength-
en our resilience and make decisions with a greater
sense of urgency than before in order to prepare our-
selves for dramatic changes. In order to ensure that the
next Medium-Term Management Program is effective in
such a business environment, we need to understand
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the opportunities and risks in the trends of medium-
and long-term changes, determine the competitiveness
of each business, and formulate and execute strategies
based on each “winning pattern.” I have named this win-
ning pattern the Toray's Value Creation Model. It is a
business model that enables us to continuously hold
high-added-value by closely engaging with our custom-
ers and maintaining ongoing dialogue. We leverage our
various technological capabilities to develop products
with new value, mass-produce them through our pro-
duction and engineering capabilities, and collaborative-
ly create new markets with our customers. As examples
of the Toray's Value Creation Model, we have shown the
cases of the joint development of high-performance fi-
bers with client companies and carbon fiber compos-
ite materials for aircraft, which have a long track record
of being adopted. Actually, there are also many other
successful case examples. The businesses with strong
winning patterns and growth potential will be defined
as the business fields we should focus on, and we will
prioritize the allocation of management resources.
Specifically, we expect business fields such as carbon
fiber composite materials, reverse osmosis (RO) mem-
branes for water treatment, the semiconductor field,
and the separation membrane business. Meanwhile, for
commoditized businesses or businesses without a win-
ning pattern, we will implement exhaustive streamlining
and structural reforms. So far, as a part of the structur-
al reforms based on Darwin Project, we have shut down
our polymerization facilities for polyester staple fiber
and ceased the production of general-purpose prod-
ucts in the fibers & textiles business, while in the perfor-
mance chemicals business, we have decided to cease
the terephthalic acid business. Also, at our film subsid-
jaries in the U.S. and Europe, we have optimized pro-
duction capacity, including cease of some facilities. In
the next Medium-Term Management Program, we will
take further steps to overhaul low-growth and low prof-
itability businesses. In assessing the value of each busi-
ness, for the business which Toray is not the best owner,
we will consider sales of the business, even if they are
turning a profit.

Meanwhile, strengthening IT and business reforms
based on DX (digital transformation) is essential to
accelerate the enhancement of profitability and im-
provement in asset efficiency. To date, we have under-
taken DX tasks with a focus on the frontlines, primarily
production sites and R&D. On top of this, in order to

further promote DX across the entire Toray Group and
to execute our management strategies swiftly, we new-
ly established Digital Strategy Division under the direct
control of the President this fiscal year. Through en-
hancement and evolution of DX, we would like to en-
courage our employee to change the mindset, promote
internal business reforms from a holistic optimization
perspective, and eventually result in value creation from
the customer’s viewpoint.

Strengthening risk management

In addition to implementing these strategies, we are
also strengthening risk management, including stra-
tegic risks. Nowadays, the risk of economic blockades
due to the imposition of reciprocal tariffs by the U.S. is
rising. However, we have long conducted global opera-
tions based on local production for local consumption,
and we have manufacturing bases in various countries,
including the U.S. While our fiber production is concen-
trated in Asia, we have production sites in more than 10
countries, including China, ASEAN, and India. This allows
us to diversify risks and optimize costs through com-
binations of optimal operations. Creating a system for
enhancing our resilience against risks and strengthen-
ing monitoring have been positioned as key issues for
the next Medium-Term Management Program as well.
The materials industry is the foundation of the econo-
my, and without materials, economy cannot stand. The
most effective measure against economic blockades is
to provide unique value that is essential to our custom-
ers, and I believe that the power of such materials can
transcend bloc economies.

Toward the next 100 years, with
tradition and innovation

In April 2026, the Company will celebrate its 100th anni-
versary. As I mentioned earlier, since founding in 1926,
we have inherited a corporate culture of contributing to
society through business activities, People-centric man-
agement, and a pioneering spirit. Another important
piece of culture we value is management from a long-
term perspective. At Toray, we have inherited the DNA of
“pursuit of the ultimate limits”, in other words, “digging
deep into one thing will lead to new inventions and dis-
coveries.” We have long tackled social issues based on
the demands of the times from a long-term perspective
and engaged in research and technological development
to find solutions. Thanks to this management philosophy,

we have nurtured and successfully developed numerous
businesses from a long-term perspective, including car-
bon fiber composite materials. On the other hand, some
businesses and products we have developed throughout
our long history should be reviewed for their value today.
Just like our business portfolio has significantly changed
over the past 50 years, it is important to change what
needs to be changed and to respond to the demands of
the times and society. I believe this capability is important
to survive the next 100 years.

I have a background in fiber and textile sales and mar-
keting. Woven textiles are made from warp and weft
threads. The warp threads form the framework of the
woven fabric: they are tensioned on the loom and main-
tained in a constant direction, serving as an unchanging
axis that transcends time. The weft threads are wo-
ven in a horizontal direction against the warp threads
(the axis), and the texture and appearance of the fab-
ric changes depending on color, material, and weaving
method. The weft threads can be changed relatively free-
ly, which means they can represent elements in line with
the times, such as design and fashion. For Toray, the un-
wavering warp thread is our corporate philosophy of
“Contributing to society through the creation of new val-
ue with innovative ideas, technologies, and products,”
which has been handed down by our predecessors. The
weft threads should be flexible elements that respond
to the changing needs of the times, such as innovative
technologies, advanced materials, and business models.
When these warp and weft threads are woven firmly to-
gether, our business will grow beautifully, strongly, and
flexibly, much like a well-crafted fabric. I am confident
that we can weave “a truly sustainable company” which
is capable of sustainable value creation, when all employ-
ees cherish our corporate philosophy, embrace change
without fear, and continue to take on challenges.

This integrated report shows our fundamental ap-
proach to management and our initiatives for the fu-
ture. We appreciate the continued understanding of our
stakeholders.

Mitsuo Ohya

President
Toray Industries, Inc.
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