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Our Group Philosophy

*SHIONOGI denotes the SHIONOGI Group.

SHIONOGI Group Heritage (The Company Policy of SHIONOGI)

SHIONOGI's purpose

SHIONOGI strives constantly to supply the best possible medicine to protect the health
and wellbeing of the patients we serve.

For this purpose, SHIONOGI will need to:
Pursue the search for even better medicines.
Produce even better medicines.

Promote awareness of these better medicines to more people so that more people will
be able to use these medicines.

Research, produce and promote in an even more economical manner.

For this purpose, SHIONOGI people will need to:
Strive ceaselessly day after day to improve their skills.

Strive ceaselessly day after day to improve as human beings.

As a result, SHIONOGI people will:
Find even greater satisfaction in their daily work and in their daily lives.

Find even greater improvement in the quality of their lives.

Find even greater prosperity in their lives.

(Established on January, 1957)
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Our Group Philosophy

SHIONOGI Group

Heritage SHIONOGI Group Heritage

(The Company Policy of SHIONOGI)

SHIONOGI strives constantly to supply the best
possible medicine to protect the health and
wellbeing of the patients we serve.

The unwavering purpose of the SHIONOGI Group's corporate activities is expressed
in the opening of the SHIONOGI Group Heritage as the image of what SHIONOGI
should be and the Company’s social existence values.

By accurately ascertaining healthcare needs that are growing more advanced and
diverse, we will respond with the most appropriate healthcare solutions surpassing
the boundaries of a pharmaceutical company.

SHIONOGI Group
Vision What we want to achieve by 2030

Building Innovation Platforms to Shape the Future of Healthcare

Continuously creating innovative Continuing to offer solutions to Excellent business persons who
Appearance after products/services, with a well- health issues facing society never take a break from building
Vision is realized established and rapidly-growing their expertise and capabilities,

global business leveraging their individual

strengths and creating new value

SHIONOGI Group

Values SHIONOGI Group Values

Be Trustworthy Boldness and Innovation Play to Win

Respect for Diversity Contribution to Society
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To create a society free from worry from il . U |

the threat of infectious diseases, | work

to research and develop pharmaceuticals

that better meet social needs. | am leveraging the experience
gained through emergency approval

of COVID-19 therapeutic drugs to
drive global development.

I constantly pursue greater
accuracy and quality in the

information we provide to
healthcare professionals to
ensure optimal medical

care for patients.

| am committed to tack-
ling the global threat of
antimicrobial resistance
through bold action and

collaboration.

SHIONOGI is now
more than ever standing up

to the challenges.
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|:ctively encourage a culture of Straight
Talking. Open dialogue empowers our
colleagues to take on bold challenges
and drive progress toward our vision. J
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Reading Guide / Contents

Reading guide

[ what is SHIONOGI's Vision?

To achieve the SHIONOGI Group Vision of “Building innova-
tion platforms to shape the future of healthcare,” we are
accelerating global growth under our Medium-Term Business
Plan STS2030 Revision.

»SHIONOGI's Future P.5

What is the source of drug discovery capabilities
that support a high operating profit margin?

SHIONOGI is working to further enhance the diverse
strengths it has attained through small-molecule drug discov-
ery research. These efforts are highlighted in the Special
Feature that includes a dialogue between researchers
engaged in the development of infectious disease drugs.

»Special Feature P.12

What is governance that seeks continuous
enhancement of corporate value globally?
Amid rapid changes in the business environment, SHIONOGI
is rethinking its corporate governance structure, including a
transition to the format of a company with an Audit and
Supervisory Committee. The topic unfolds in an article that
includes a dialogue between two directors.

P President Isao Teshirogi and Yoriko Goto Dialogue P.63
» Corporate Governance P.65

What is SHIONOGI's forward-looking policy on
investment and finance?

The article referenced below explains SHIONOGI's investment
and financial strategy that, taking advantage of a strong
financial foundation, actively invests to establish growth driv-
ers and expand target regions by leveraging strengths in
infectious diseases, while maintaining returns that let share-
holders participate in our growth.

P Investment and Financial Strategy P.30

| How will SHIONOGI strengthen its human capital?

The article referenced below introduces our human capital
strategy and specific initiatives aimed at nurturing strong
individuals capable of winning against global competition
and at building an organization that makes the best use of
diverse human resources, while embodying our desired
human resources “SHIONOGI Way."

P Talent Strategy for Building the Future P.26
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Forward-looking statements

This report contains forward-looking statements. These
statements are based on expectations in light of the infor-
mation currently available, assumptions that are subject to
risks, and uncertainties which could cause actual results to
differ materially from these statements. Risks and uncer-
tainties include general domestic and international eco-
nomic conditions, such as general industry and market
conditions, and changes of interest rates and currency
exchange rates. These risks and uncertainties particularly
apply to forward-looking statements concerning existing
products and those under development. Product risks and
uncertainties include, but are not limited to: completion
and discontinuation of clinical trials; obtaining regulatory
approvals; claims and concerns about product safety and
efficacy; technological advances; adverse outcome of
important litigation; domestic and foreign healthcare
reforms; and changes of laws and regulations.

For existing products, there are also manufacturing and
marketing risks, which include, but are not limited to,
inability to build manufacturing capacity to meet demand,
unavailability of raw materials, and competition with other
companies’ products. The Company disclaims any intention
or obligation to update or revise any forward-looking
statements whether as a result of new information, future
events, or otherwise. This report contains information on
pharmaceuticals (including compounds under develop-
ment), but this information is not intended to make any
representations or advertisements regarding the efficacy of
these pharmaceuticals nor provide medical advice of any
kind.

Scope of Reporting, etc.

Editorial policy

In order for stakeholders to better understand SHIONOGI's
corporate value, we conduct integrated reporting based on
integrated thinking.

Period covered
Results for fiscal 2024 (April 1, 2024 to March 31, 2025).
Some of the activities after the same period are included.

Target organizations

This report covers 49 Group companies (the Company, 41
consolidated subsidiaries, 5 affiliated companies, and 2
jointly controlled entities). The scope of our environmental
activities covers all of Shionogi & Co., Ltd. Business sites and
major domestic Group companies, with some indicators
also covering major overseas Group companies.

Reference guidelines

IFRS Foundation “International Integrated Reporting
Framework,” “GRI (Global Reporting Initiative)
Sustainability Reporting Standards,” “ISO 26000,” Ministry
of the Environment's “Environmental Reporting Guidelines
2018,” and Ministry of Economy, Trade and Industry’s
“Guidance for Collaborative Value Creation 2.0"
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SHIONOGI’s Past

| 1870s-1930s

>

1878 Founded

Founder
Gisaburo

1909 Registered the corporate trade-

mark FUNDOH
FUNDOH Group brand
from symbol
the Edo era (From July 2021)

1910 Constructed the Shiono
Seiyakusho manufacturing plant

1919 Shiono Gisaburo Shoten and
Shiono Seiyakusho merged and
reorganized to form Shionogi

Shoten Co., Ltd.

|

© The syphilis treatment Salvarsan

Infectious diseases

QOL (Quality of Life) diseases

 Our first in-house drug,
the anti-indigestion Antacidin

History of Products in Each Product Portfolio

Infectious diseases }

Healthcare issues addressed by SHIONOGI

Wl Shiono, sr.

| 1940s-1990s >
Renamed the Company Shionogi
Seiyaku K.K. (currently, Shionogi &
Co., Ltd.)

1943

1957 SHIONOGI's Company Policy (cur-
rently, SHIONOGI Group Heritage)

established

1963 Establishment of Taiwan Shionogi &

Co., Ltd.
1983

Construction of the Kanegasaki
Plant

Kanegasaki Plant

Establishment of the SHIONOGI
Code of Conduct

1998

* The sulfonamide drug Shinomin

* The antiprotozoal agent Flagy!

® The synthetic antibacterial agent Baktar
* The glycopeptide antibiotic Vancomycin
© The oxacephem antibiotic Shiomarin

® The oxacephem antibiotic Flumarin

® The cephem antibiotic Flomox

© The analgesic Sedes

© The neuropsychiatric agent Vegetamin

© The neuropsychiatric agent Novamin

® The antidepressant Surmontil

® The neuropsychiatric agent Wintermin

© The persistent cancer pain treatment MS Contin
© The sleep aid Rhythmy

© The pain treatment drug morphine hydrochloride
injection solution Shionogi

| 2000s

>

Establishment of Shionogi USA,
Inc. (currently, Shionogi Inc.)

2001

2008 Acquisition of Sciele Pharma, Inc.
(currently, Shionogi Inc.) in the

u.s.

| 20105

>

2011 Acquisition of C&O
Pharmaceutical Technology

(Holdings) Ltd. in China

2012 Establishment of Shionogi Ltd.
(currently, Shionogi B.V.)

Shionogi & Co., Ltd.

| 20205

Integrated Report 2025

>

2020 Establishment of Ping
An-Shionogi Co., Ltd. (currently
Shionogi China Co., Ltd.)

2022 Launch of new corporate brand
2023 STS2030 Revision
2025 Establishment of the New

SHIONOGI Group Code of Conduct

Transition to a company with an
Audit and Supervisory Committee

Second Medium-Term
Business Plan
(FY2005-FY2009)

First Medium-Term
Business Plan
(FY2000-FY2004)

Third Medium-Term
Business Plan
(FY2010-FY2013)

Fourth Medium-Term
Business Plan
(FY2014-FY2019)

STS2030
(FY2020-FY2030)

—Establishing a
Foundation—

—Accelerating
Progress—

—SONG for
the Real Growth—

—Shionogi Growth
Strategy 2020 (5GS2020)—

—SHIONOGI Transformation
Strategy 2030 (STS2030)—

® The fluoroquinolone antibiotic Avelox
© The carbapenem antibiotic Finibax

® The anti-allergic Claritin

© The cancer pain analgesic OxyContin

® The hyperlipidemia treatment Crestor

® The cancer pain treatment powder Oxinorm

*® The hypertension treatment Irbetan

© The acne vulgaris treatment Differin

© The idiopathic pulmonary fibrosis treatment
Pirespa

* The influenza antiviral drug Rapiacta

© The anti-HIV drug Tivicay (dolutegravir)
® The anti-HIV drug Triumeq

® The influenza antiviral drug Xofluza

© The antidepressant drug Cymbalta
® The injectable cancer pain analgesic OxiFast
® The hypertension treatment Aimix

® The postmenopausal vulvar and vaginal atrophy
(VVA) treatment Osphena

® The hypertension treatment Irtra
© The allergen immunotherapy Actair

® The multi-drug resistant Gram-negative bacteria
infection treatment Fetroja (cefiderocol)

® The long-acting anti-HIV drug Cabenuva
(cabotegravir + rilpivirine)

® The IgG/IgM antibody test kit for COVID-19
(research reagent)

® The COVID-19 treatment Xocova (ensitrelvir)

® The thrombocytopenia treatment Mulpleta

® The cancer pain treatment Methapain

*© The attention-deficit/hyperactivity disorder
treatment Intuniv

* The opioid-induced constipation treatment
Symproic

* The attention-deficit/hyperactivity disorder
treatment Vyvanse

© The insomnia treatment QUVIVIQ

Pain and central nervous system ’

Lifestyle-related diseases

(including obesity, dementia, hearing impairment,
pediatric diseases and rare diseases, and sleep disorders)
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SHIONOGI’s Present

(FY2024)

Unless otherwise specified, global consolidation

P Investment and Financial Strategy P.30 » Performance (MD&A) P.86 I Non-financial P> Talent Strategy for Building the Future P.26 P Protect the Environment P.59

I Financial

Revenue Operating profit margin Number of Employees Number of female managers  Ratio of female managers

¥ 438.3 billion

Other
Domestic prescription

35.7

(Billions of yen)

63.8

Cost of sales

93

(Domestic consolidated companies)

4,955

(Domestic consolidated
companies: 3,675)

Pool of human resources Work engagement score*?

16.4

(Domestic consolidated companies)

Education and training

35.7

Royalties

244.7

(Billions of yen)

59.1

drugs

98.8

Overseas subsidiaries/
Exports

STS2030 Phase 2
FY2025 Targets

STS2030 Phase 3
FY2030 Targets

/530.0bi0n P ¥800.0 biion

Selling, general, and
administrative

expenses

for future management*'

36 3.52

Research and devel-
opment expenses

Other revenue and

3.2

expenses

Operating profit

GHG emissions
(Scope 1 and 2)

2 3 . 3 % reduction

(compared to fiscal 2019)

expenses per person

¥98 thousand

(Domestic consolidated companies)

Waste plastic recycling rate

36

(Domestic consolidated companies)

*1 Number of Associate Corporate Officers cumulative over the past five years
*2 Assessed with Utrecht Work Engagement Scale (used to assess the state of actively approaching work and obtaining energy)

I Pipeline
Number of - Internally-discovered
pipeline products Infectious QoL pipeline ratio
46 diseases diseases (@) % Q .
2 69
20 26 2\0, %
(as of March 31, 2025) O
Newly partnered companies
. . Phase 1 Phase 2 Phase 3 o in fiscal 2024
Preclinical studies i . L . i . Submission
clinical trials clinical trials clinical trials 7
h 4
9 7 1 5 1 0 5 STS2030 partnerships: 55
(cumulative)

»SHIONOGI's pipeline to support growth P.41

%
5' "/3)“’

New business*3

7

(includes items already
being provided)

*3 Healthcare solutions
other than pharma-
ceuticals and vaccines
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SHIONOGI's Future _2UY

L

Evolve into HaaS*Company

SHIONOGI formulated a Medium-Term Business Plan, “Shionogi Transformation

Strategy 2030 (STS2030),” and has steadily advanced its initiatives. As the path to 13

the SHIONOGI Group Vision became clearer, we have been accelerating global growth o j Building | i
o . L - 3229 uilding Innovation

and aiming to realize the Vision since 2023 under the STS2030 Revision. A\ 4 Platforms (e Ao

the Future of Healthcare

I SHIONOGI's Material issues (Materiality) >P.17 SHIONOGI Group Vision

Material issues for creating new value for customers and society
© Material issues for contributing to a sustainable society

© Material issues for strengthening the management foundation

* Healthcare as a Service: Provide a
range of healthcare services in line
with customer needs, rather than
only providing pharmaceuticals.

Innovation Alliances and
Skills Collaborations

2020 STS2030 Revision »P23

Growth from Transformation

Expertise in Human
Infectious Diseases Resources
STS2030 Phase 1 STS2030 Phase 2 STS2030 Phase 3
> High-impact infectious diseases that threaten society QOL diseases with a high social impact
FY2024 Results FY2025 Targets
REVENUE oo ¥438.3 billion - ) VS0 O 5eq = oo ) ‘ ¥800.0 billion ‘

EBITDA oo ¥179.3 billion -~ ) ¥196.0 billion

5
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Message from the CEO

Representative Director,
President and CEO

Produce, and Promote | SHIONOGI's Responsibilities | Data Section Shionogi & Co., Ltd. Integrated Report 2025

We continue to strive for transformation,
aiming to become a true global company to
realize our SHIONOGI Group Vision.

Review of fiscal 2024 business and progress of STS2030 Revision

In fiscal 2024, the second year of Phase 2 (hereinafter “STS Phase 2") of the Medium-Term
Business Plan “SHIONOGI Transformation Strategy 2030 Revision (STS2030 Revision),” we
achieved record-high sales and operating profit for the third consecutive year. However, we
fell short of the targets announced at the beginning of the year for both metrics. In particu-
lar, with regard to the shortfall in operating profit, we received many comments of surprise
and disappointment from our investors, given that we had been firmly managing costs and
securing profits even during times when revenue was not good. This valuable feedback was
reported to the Board of Directors, who discussed it. This served as an opportunity for
SHIONOGI to reaffirm the weight of the trust it has built with stakeholders and the diffi-
culty of maintaining it.

The primary reason for this shortfall was our failure to adequately assess the spread of
viral acute respiratory infectious diseases prevalent during winter (such as COVID-19 and
influenza), which consequently prevented us from responding with thorough cost manage-
ment. This experience has made us recognize the need to further enhance the precision of
management that takes into account uncertainties of the external environment. As the
CEO, I will further tighten my resolve and work to tangibly improve our cost capabilities in
fiscal 2025, and practice management that earns the trust of all our stakeholders.

Meanwhile, we are steadily advancing various initiatives to achieve STS2030 Revision and
establish a foundation for long-term growth. First, | would like to highlight the robust
growth of our HIV business, which serves as the foundation of SHIONOGI's business.

New treatment and prevention options centered on long-acting (LAI*) formulations, pri-
marily cabotegravir, are steadily expanding to meet the more fundamental needs of people
living with HIV—who want to eliminate the burden and anxiety of daily oral medication,
want to live a life without being conscious of HIV, and don’t want others to know that they
are infected with HIV. Moreover, the shift to treat and prevent HIV with a single injection
every two months, rather than oral formulations taken daily, is progressing smoothly. ViiV
Healthcare Limited, our U.K.-based partner, has seen LAl formulations penetrate the market
faster than anticipated. According to the 2024 financial results of GSK, the parent company
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of ViiV Healthcare, ViiV Healthcare Limited achieved results significantly exceeding its previ-
ously stated target of high single-digit annual growth. Furthermore, development of the
integrase inhibitor S-365598/VH184, which SHIONOGI created and licensed to ViiV
Healthcare Limited, is steadily progressing as a growth driver for the next generation of
medicines. This compound has the potential to complete treatment with just one dose
every six months and is expected to become a key drug supporting the long-term growth
of our HIV business. S-365598/VH184 has already demonstrated significant efficacy and
favorable safety and tolerability in a Phase 2a trial. These achievements are a result of our
drug discovery capabilities and close collaboration with ViiV Healthcare Limited, and we

expect to maintain a solid management foundation beyond 2030.
* Long Acting Injectable

As for our overseas business, we have steadily grown cefiderocol sales, primarily in Europe
and the U.S., by accumulating real-world evidence and promoting appropriate use. In addi-
tion to expanding sales areas in the U.S. and increasing the number of European countries
where our products are sold by partnering with Sobi, our expansion into regions outside
the U.S. and Europe is also progressing smoothly. Furthermore, in China, where unmet
needs for cefiderocol are assumed to be high, we will leverage the drug’s launch in fiscal
2025 in that market to accelerate our shift to the new drug business. Regarding our China
business, we dissolved our joint venture with Ping An Insurance (Group) Company of China
Ltd. and launched a new start as Shionogi China Co., Ltd. in April 2025. We will substan-
tively shift our business from conventional generic drugs to new drugs, strengthening our
systems to offer patients new drugs, such as cefiderocol and naldemedine.

Regarding our domestic business, sales of acute respiratory infectious disease treatments,
including Xocova and Xofluza, fell short of initial targets. However, despite an extremely
low incidence of COVID-19 this past winter, having two distinct acute respiratory infectious
disease treatments—for COVID-19 and influenza—helped us achieve stable performance
throughout the year, as we did in fiscal 2023, regardless of the prevalence of a specific
virus. This result further solidified our confidence in building a new business model for
acute respiratory infectious diseases that stabilizes revenue by offering treatments for mul-
tiple types of viruses and bacteria.

Additionally, with respect to QOL diseases with high social impact, we began domestic
sales of the insomnia treatment drug Quuvivig. This effort serves as a crucial test case for our
global expansion into the QOL disease field, which will become a main field alongside the
infectious disease field. By adding sales of the antidepressant zuranolone, scheduled for

Shionogi & Co., Ltd. Integrated Report 2025

regulatory approval in fiscal 2025, we will steadily build our domestic track record and
firmly strengthen our foundation in the QOL disease field.

In addition to these current sales efforts, we are also steadily developing our medium- to
long-term growth drivers.

In the infectious disease area, we are accelerating development of S-337395, an oral anti-
viral candidate for RSV infection, to further strengthen our acute respiratory infectious dis-
ease business. This candidate achieved its primary endpoint in a Phase 2a trial, and
preparations for initiating late-stage clinical trials are progressing smoothly. In addition, to
stabilize the revenue of our acute respiratory infectious disease business, it is also important
that we increase the number of countries where we sell our products and reduce depen-
dence on regional outbreaks. Xocova (ensitrelvir), a drug we are expanding globally, has
demonstrated favorable results in prophylaxis studies. We have completed submissions for
preventive use in the U.S. and for both treatment and post-exposure prophylaxis in Europe,
marking a significant step toward building a more stable business model.

Furthermore, in the development of $S-892216, a next-generation antiviral drug for
COVID-19, we are pursuing the acquisition of indication for treatment for an oral formula-
tion. Simultaneously, we are advancing development of an LAl formulation that, when
administered prior to infection, prevents viral infection for an extended period (several
months).* With the need to prevent infection—both for oneself and others—ever-present
in medical settings and nursing facilities, we are accelerating development to rapidly realize
LAl formulations as an unprecedented new solution for preventing infection. Such preven-
tive use will be less susceptible to epidemic impacts and is expected to generate stable
demand. By expanding the types of treatments we offer and our geographic reach, while
also pursuing new approaches that meet societal needs, we are accelerating the further
stabilization of our acute respiratory infectious disease business.

* Funded in whole or in part with federal funds from the Department of Health and Human Services; Administration for Strategic
Preparedness and Response (ASPR); Biomedical Advanced Research and Development Authority (BARDA), under Other
Transaction Number: 75A50123D00005

In the QOL disease area, we made significant progress in developing new treatment candi-
dates. This includes a treatment candidate for sleep apnea syndrome, as well as zatolmilast
for Fragile X syndrome and another candidate for Pompe disease, both targeting rare pedi-
atric conditions. Our goal is to establish a second strong franchise in the QOL disease area
while maintaining the robust franchise we have built in the infectious disease area. We cur-
rently target multiple disease areas including sleep disorders, hearing loss, obesity, rare
pediatric diseases, and immunology/allergies. Yet going forward, we plan to identify from

7
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Changes to KPIs in “STS2030 Revision Phase 2"

FY2024 (Results) FY2025 (Previous Targets*?) FY2025 (New Targets)
Revenue 438.3 billion yen 550.0 billion yen 530.0 billion yen
EBITDA 179.3 billion yen 200.0 billion yen 196.0 billion yen
Overseas sales Reviewed the growth plan
CAGR*! 17.9% 50% Consequently, we plan to reset

our KPIs to align with anticipated

(Starting from FY2022) growth in the coming fiscal years

*1 CAGR (Compound Annual Growth Rate)
*2 Announced in June 2023

among these areas those where we can best leverage our strengths, and select and con-
centrate our focus to further accelerate research and development.

While various efforts to achieve STS Phase 2 are progressing smoothly, the global expan-
sion of ensitrelvir, one of our key growth pillars, is slightly behind initial projections.
However, as mentioned earlier, since we have already filed approval applications for ensi-
trelvir in the U.S. and Europe, we expect it to contribute to revenue in fiscal 2026. Therefore,
how to approach management beyond fiscal 2026 has become a critical topic for SHIONOGI
today. Naturally, as a prerequisite, how we manage fiscal 2025 will be a crucial point in con-
sidering future growth. We revised our key performance indicators (KPlIs) for fiscal 2025
based on the current situation. We adjusted our revenue target from 550 billion yen to 530
billion yen and our EBITDA target from 200 billion yen to 196 billion yen. These adjustments
do not signify a loss of growth opportunities. Rather, it is a recalibration based on the future
global expansion of ensitrelvir, the restructuring of our China business, and the execution of
M&A. We view these decisions positively as a step to further secure sustainable growth.

Accelerating efforts to realize the SHIONOGI Group Vision

To realize our Vision (SHIONOGI Group Vision) for 2030, Building Innovation Platforms to
Shape the Future of Healthcare, we are further evolving our strengths as a drug discov-
ery-based pharmaceutical company and, while not being limited to providing pharmaceuti-
cals, we are also working to transform into a HaaS company that provides various
healthcare services according to our customers’ needs.

In STS Phase 2, we are advancing various initiatives based on our basic policy to grow the
global top-line, primarily in the infectious disease area, and develop growth drivers through
proactive investment. As part of this growth strategy, in fiscal 2025, we completed the
M&A of Japan Tobacco (hereinafter “JT”) Group’s Pharmaceutical Division. We position this
M&A as a major transformation and growth opportunity aimed at realizing the SHIONOGI
Group Vision, as well as sustainable growth beyond that.

Shionogi & Co., Ltd. Integrated Report 2025

Strategic M&A to strengthen in-house drug discovery capabilities
and establish our business in the QOL disease area

On May 7, 2025, SHIONOGI announced the absorption-type split of JT Pharmaceutical
Division and a tender offer for shares of Torii Pharmaceutical Co., Ltd. (hereinafter “Torii
Pharmaceutical”). With the tender offer completed, Torii Pharmaceutical joined the
SHIONOGI Group on September 1, and we plan to formally welcome JT Pharmaceutical
Division and JT's U.S. group company Akros Pharma Inc. (hereinafter “Akros”) on December
1.1 believe these moves will not only realize SHIONOGI's sustainable growth but also serve
as a crucial step toward strengthening Japan’s pharmaceutical drug discovery capabilities. |
embrace this challenge with great dreams and hopes.

Growth strategy supported by a stable business foundation

In the background of SHIONOGI's largest-ever M&A transaction lies what is arguably the
business foundation of our Company, the HIV business. It has continued to steadily grow
under our partnership with ViiV Healthcare Limited and has reinforced our confidence to
sustain growth beyond 2030.

For pharmaceutical companies, the greatest challenge threatening business continuity
is the so-called "patent cliff”—the sharp decline in sales and profit that occurs when the
patent term, or exclusive sales period, for main products expire.

Since 2016, SHIONOGI has successfully navigated the patent cliff for Crestor, the cholesterol
lowering drug, by leveraging the growth of dolutegravir-related products, an oral anti-HIV
drug. We are now planning to overcome the expected patent cliff for dolutegravir around 2028
by expanding our portfolio of LAl formulations, centered on cabotegravir, to meet the signifi-
cant needs of people living with HIV. Based on this stable medium- to long-term business foun-
dation, we have determined that now is the time to advance to the next stage of growth.

Further strengthening in-house drug discovery capabilities
Our M&As this time have two main objectives. The first objective is to enhance our in-house
drug discovery capabilities, which can be considered the wellspring of the pharmaceutical
business. Positioning drug discovery as the core of its corporate activities, SHIONOGI has
pursued over many years a unified value-creation model: research, produce, and promote.
We believe that the ability to continue discovering new drugs in-house is paramount to
achieving sustainable growth.

While many pharmaceutical companies would ideally like their growth to be centered on
internally-discovered products, as the companies expand in scale, they tend to rely on
acquiring outside products and pipelines. Once caught in this cycle, returning to in-house
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SHIONOGI's Unique Growth Strategy
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Acquiring innovation externally through acquisitions,
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drug discovery is not easy, and as a result, it is not uncommon for companies to have diffi-
culty stabilizing revenue after patents for their main products expire.

To date, SHIONOGI has achieved steady growth with internally-discovered products at
the core. We are especially confident about our drug discovery capabilities in the small-mol-
ecule area. Centered on the infectious disease area, all of the main products supporting the
Company today—from anti-HIV drugs dolutegravir and cabotegravir, to influenza treat-
ment Xofluza, COVID-19 treatment Xocova, and cefiderocol for multidrug-resistant bacte-
ria—are small-molecule pharmaceuticals that were discovered in-house. We are further
honing this strength to become the world’s leading pharmaceutical company in small-mol-
ecule drug discovery. However, drug discovery is becoming increasingly difficult year by
year, and the research resources required to produce a single new drug are increasing. In
particular, securing medicinal chemists (drug discovery chemical researchers) responsible
for chemical synthesis is essential to extend our strengths in small-molecule drug discov-
ery—which we cultivated in the infectious disease area—to the QOL disease area. Globally,
the number of researchers in this field is declining, so the acquisition of top human
resources was a critical issue for our future growth. To overcome this issue, our merger with
the JT Group's pharmaceutical business was truly the ideal choice. The JT pharmaceutical
business has an outstanding track record in small-molecule drug discovery and employs
many experienced medicinal chemists who underpin this success. It also boasts strengths in
drug discovery platform technologies, starting with digital platforms, including Al. We will
leverage Al to identify drug-discovery targets and improve compound profile predictions,
and on top of that, we will enhance the quality and speed of the drug discovery cycle and
further strengthen our in-house discovery pipeline with the medicinal chemists from both
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companies synthesizing high-quality compounds.
Through this merger, we will deliver innovative pharmaceuticals originating in Japan to
patients worldwide and contribute to resolving unmet needs.

Building the foundation to establish our business in the QOL disease area

The second objective is to accelerate efforts to establish our business in the QOL disease
area. We recognize that SHIONOGI now possesses world-class R&D capabilities in the infec-
tious disease area because we have built a system that unifies research, development, man-
ufacturing, and marketing. But pharmaceutical R&D does not conclude with product
launch. Rather, by understanding patients’ experiences with the product and potential
needs gathered from healthcare settings post-launch, we can leverage these insights for
the next drug discovery and life cycle management strategy.

SHIONOG! is currently building a highly attractive development pipeline by engaging in
R&D that anticipates future unmet needs in areas such as sleep disorders, hearing impair-
ment, obesity, rare pediatric diseases, and immunology/allergies. To further accelerate
these efforts and establish a system that is as globally competitive as our infectious disease
area, we must strengthen our sales system for QOL diseases. In this regard, adding Torii
Pharmaceutical—which already possesses a robust domestic presence in the allergen and
dermatology areas—to the SHIONOGI Group will significantly help us build a foundation in
the QOL disease area. By fusing Torii Pharmaceutical’s extensive product portfolio and sales
capabilities with SHIONOGI's, we expect to establish our business in the QOL disease area in
Japan while also substantially contributing to the further growth of our business. The QOL
disease area represents a key pillar supporting our growth heading into 2030 and 2040. We
will first establish a solid foundation in Japan and then aggressively pursue global expansion.

These M&As represent SHIONOGI's commitment to achieving sustainable growth cen-
tered on internally-discovered products—a strategy exceptionally rare even on a global
scale. As we are working to overcome multiple major patent cliffs by expanding our lineup
of internally-discovered products, we believe these moves align with our way forward. We
will further hone our strengths as a drug discovery-based pharmaceutical company and
attempt to evolve our business model by returning to the basics of pharmaceutical compa-
nies: in-house drug discovery.

The two types of PMI that further strengthen companies

There is no question that the execution of Post-Merger Integration (PMI) is crucial to the
success of M&A transactions. SHIONOGI is currently advancing PMl initiatives to integrate
JT's pharmaceutical businesses: Torii Pharmaceutical and Akros.
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Shortly after becoming president in 2008, | myself experienced how challenging PMI can
be when we acquired a U.S. company. At the time, it was a strategic decision based on the
anticipated approvals of multiple late-stage development products. However, it resulted in
business operations being significantly disrupted by multiple development failures and
inadequate organizational integration. Looking back, it is clear that the necessary systems,
experience, know-how, and capabilities for PMI were insufficient. The most valuable lesson
I learned from this experience is that people are the most important element in PMI. Even if
the pairing is ideal in theory, it is the people who actually drive the merger forward.
Without a shared sense of purpose and common values, the merger will not succeed. It is
essential for the Company driving the merger to demonstrate a clear vision and philosophy,
and continuously convey the message: We want you to gather under our flag. And now, |
believe, is the time to calmly assess whether SHIONOGI is truly prepared to succeed in PMI.
Of course, the integration process is a race against time, and we cannot afford to pause
even for a moment. However, with our goal clearly defined, we must deeply consider what
should be integrated and how. Therefore, another PMI that SHIONOGI must undertake is
Pre-Merger Integrity (self-assessment before integrating). This does not mean imposing
SHIONOGI's methods, but rather, re-examining whether the purpose and processes of
each person’s work are truly evolving for the better, and whether they can be considered
best practices from an external perspective. We are advancing these efforts by issuing a
company-wide directive.

SHIONOG!'s basic policy—to strive constantly to supply the best possible medicine
(healthcare solutions) to protect the health and wellbeing of the patients we serve—is one
we are confident will resonate with healthcare companies worldwide, starting with JT's
pharmaceutical businesses: Torii Pharmaceutical and Akros. However, realizing our policy
requires each employee to adopt a mindset that repeatedly asks, What is the purpose of
my work? Is my approach truly the best practice? We believe this very mindset forms the
bedrock for achieving true integration. SHIONOGI will grow even stronger and more resil-
jient as a pharmaceutical company by executing both types of PMI (Post-Merger Integration
& Pre-Merger Integrity) to ensure that the M&As are successful with the support of all
stakeholders—including shareholders and investors, employees, customers, and society.

Strengthening our management foundation

to accelerate transformation

SHIONOGI is accelerating the transformation of its organizational, operational, and
governance structures in anticipation of the globalization and expansion of its business.
Specifically, we are establishing global foundations for key functions, such as Human
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Resources, Finance, and IT, with the creation of global positions and the establishment of
reporting lines at the core of this effort. This initiative will bring us significantly closer to
implementing, across regions, the decision-making process we have cultivated primarily in
Japan—namely, a mechanism to make decisions that account for the long-term impact on
the entire Group without being bound by fixed notions (i.e., not making decisions solely
based on monetary criteria or formal rules). Moreover, investment in IT will serve as an
important pillar supporting this transformation. We are standardizing our business, which
includes business processes and building a global IT infrastructure, while also working to
establish a foundation that enables efficient and timely access to management information.
We will enhance the quality and speed of decision-making, by visualizing and using data and
information, to drive globalization. To support these efforts, we are also strengthening our
governance structure. In June 2025, we transitioned to a company with an Audit and
Supervisory Committee, and are working on further enhancing the quality of our
management.

To our stakeholders

To realize the SHIONOGI Group Vision, we are strongly advancing our transformation into a
global company that contributes to the health of patients worldwide. Our purpose is to
remain a company that truly contributes to society. To this end, we recognize that it is
essential to remain a trusted partner for all our stakeholders.

The Company positions compliance, DE&I, and human capital as items of value underpin-
ning its corporate activities. Thorough compliance, in particular, is an indispensable ele-
ment for achieving sustainable growth. In fiscal 2024, there was a case where information
provided for certain products was deemed inadequate in terms of industry conduct stan-
dards. We have taken this case seriously and are reforming our systems as well as our mind-
sets to prevent recurrence. Compliance is not the responsibility of a single department, but
rather, a value that all employees must share and practice in their daily work. We are com-
mitted to creating an environment where each individual can act with pride and responsi-
bility. We will earnestly strive to meet your expectations and remain a company worthy of
your trust by having transparent corporate activities.
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