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Action to Implement Management that is Conscious of Cost of Capital and Stock Price

Kyokuto Securities, at its Board of Directors Meeting on March 13, 2024, adopted a medium-term business
plan (FY2024-FY2026) as well as a revised dividend payout policy, and it compiled the actions to be taken
to implement corporate management that is conscious of its cost of capital and stock price, the major points

of which are as follows;

1. Current Situation

Kyokuto Securities has been striving to attain a sustainable growth by expanding its client related
businesses while maintaining the “Face to Face business model (direct and face-to-face interaction with
clients)”, and also by making aggressive investments by its own capital, based on its sound financial base.
In light of its earnings structure, Kyokuto Securities has decided to position ROE (Return on Equity) as an
important performance indicator and has endeavored to improve its earnings power.

However, while its most recent cost of capital (i.e., cost of equity capital) was around 7%, the ROE for
each of the last five fiscal years has been in the range of 2% to 7% and the PBR (Price Book-value Ratio)
has continued to be below 1x.

2. Action Policies

Kyokuto Securities has now established its medium-term business plan (FY2024-FY2026) aimed at
expanding its revenue base and enhancing its human capital, and by steadily implementing these policies,
Kyokuto Securities will make effort to strengthen its unique business model and improve its earnings power,
and ROE of 8% to be achieved as a result.

Also, Kyokuto Securities regard a proactive distribution of profits to its shareholders as one of its important
management policies, and will strive to enhance shareholder returns in order to increase shareholder value.



3. Major Initiatives

(1) Improvement of Earnings Power
(D Expansion of Revenue Base
Kyokuto Securities will increase the amount of clients’ assets under its custody by expanding its
nation-wide sales activities and by strengthening after-sales follow-up services to clients, while
adhering to “Face to Face business model” putting the “Trust” as a starting point. In addition to its
client-related business revenues, Kyokuto Securities will make efforts to expand revenue sources by
promoting investment of its own capital in a variety of products with earning potentials.

@ Enhancement of Human Capital
In order to achieve the sustainable growth, Kyokuto Securities will promote initiatives for
enhancement of human capital such as strengthening human resource training and development,
enhancing work motivation of employees and improving sustainability of the organization through
an effective employee recruiting. Through these initiatives, Kyokuto Securities will enhance its
human capital, which will serve as the foundation for enhancing its earnings power.

(2) Enhancement of Shareholder Returns
Aiming to enhance shareholders’ returns, Kyokuto Securities has decided to raise the consolidated
dividend payout ratio standard from 50% to 70%, based on the current status of shareholders’ equity and
other relevant factors. The revised dividend policy is as follows.

“Revised Dividend Payout Policy”
The amount of dividend will be determined, based on the higher of a consolidated dividend payout ratio
of 70% or a consolidated dividend on equity ratio (DOE) of 2% as well as by comprehensively evaluating
such factors as its equity capital level, medium- to long-term performance trends, stock price and others.

(3) Enhancement of Dialogue with Shareholders and Investors
Kyokuto Securities will strive to enhance disclosure and engage in constructive dialogue with
shareholders and investors, so that they can easily and effectively understand its basic corporate
philosophy and management policies based on its business model, as well as its efforts to implement
corporate management that is conscious of its cost of capital and stock price.
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Current Situation

Kyokuto Securities has been striving to attain a sustainable growth by expanding its client related businesses
while maintaining the “Face to Face business model (direct and face-to-face interaction with clients)”, and also
by making aggressive investments by its own capital, based on its sound financial base. In light of its earnings
structure, Kyokuto Securities has decided to position ROE (Return on Equity) as an important performance
indicator and has endeavored to improve its earnings power.
While its most recent cost of capital (i.e., cost of equity capital) was around 7%, the ROE for each of the last
five fiscal years has been in the range of 2% to 7% and the PBR (Price Book-value Ratio) has continued to be

below 1x.

[Financial Results]

» Kyokuto Securities posted a final loss for the fiscal year 2019 ended
March 31, 2020 due to turmoil in the securities market caused by the
spread of the new coronavirus infection.

* However, its performance of the fiscal year 2023 has been recovered due
to the tailwind from the active securities market.
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[Trends in Share Price and PBR]

* PBR continued to be below 1x for the last six years.
* Net assets have remained stable, and its financial base is sound.
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Implementation of management that is conscious of cost of capital and stock price

» Kyokuto Securities aims to achieve ROE that exceeds its cost of shareholders' equity by further improving
profitability in the medium to long term with our cost of shareholders' equity in mind.

» Kyokuto Securities regard a proactive distribution of profits to its shareholders as one of its important
management policies, and will strive to enhance shareholder returns in order to increase shareholder value.

[ Countermeasures] [ Specific measures]

Solid implementation of the

Enhancementof ~ ~ Improvement of medium-term business plan

ROE profitability (FY2024-FY 2026)
Increase of Expansion of Raisng the consolidated
shareholders value shareholder returns dividend payout ratio standard

[Method of calculation for cost of shareholders’ equity based on CAPM]

. . . f
Risk free rate + B X Risk premium = sharehf):lc()ise;[rcs)’ equity
10 year Government B based on the daily ovzp;flelzrsig(c:i tr)r?;\;\ll(eeir;r;led* 7.38%

Bond Yield return for the past 5 years (as of the end of December 2023)

and the risk-free rate

*1t is annualized based on TOPIX Total Return Index annual data for the past 25 years (excluding the year 2008 due to the Lehman Shock)



Summary of Medium-Term Business Plan (2024-2026)

Kyokuto Securities has now established its medium-term business plan (FY2024-FY2026) aimed at expanding its
revenue base and enhancing its human capital, and by steadily implementing these policies, Kyokuto Securities will
make efforts to strengthen its unique business model and improve its earnings power, and ROE of 8% to be

achieved as a result.

I. Expansion of Revenue Base

(DlIncrease in clients’ assets (2Expansion of revenues other than
under custody from client-related business

Expansion of investments in

Expansion of new customers o .
P traditional financial products

Expansion of sales value

per customer

Expansion of alternative
investments

II. Enhancement of Human Capital

(effective employee recruiting and human resource development)

Target: ROE 8%



Enhancement of Shareholder Returns

Aiming to enhance shareholders’ returns, Kyokuto Securities has decided to raise the consolidated dividend payout
ratio standard from 50% to 70%, based on the current status of shareholders’ equity and other relevant factors. The
revised dividend policy is as follows

[Revised Dividend Payout Policy]
The amount of dividend will be determined, based on the higher of a consolidated dividend payout
ratio of 70% or a consolidated dividend on equity ratio (DOE) of 2% as well as by comprehensively
evaluating such factors as its equity capital level, medium- to long-term performance trends, stock
price and others.

[ Dividends] [Shareholders' Equity]
* The consolidated dividend payout ratio standard will be increased from the « Since our listing on the Tokyo Stock Exchange in April 2005, Kyokuto Securities
current 50% to 70%. (Effective from the fiscal year ending March 31, 2024) has continued to achieve stable growth and maintain highly sound level of
shareholders' equity.
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