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SMC is the world #1 in pneumatics — boasting an exceptional business
model with a specialised advantage in critical semiconductor production

equipment...

Palliser

Leading Market Share Globally

SMC's Market Share by Regions

Japan Korea Taiwan China/Hong North Europe
Kong America

Source: Company filings, Palliser research.

Technological Advantage in Critical Semi-Production Equipment

Global leadership in high-performance semiconductor chillers

»  SMC has developed best-in-class semiconductor chillers that
deliver superior temperature stability, lower power consumption,
and environmentally friendly refrigerants, making them the
preferred solution for leading global semiconductor
manufacturers

Third-party validation of technological excellence

»  SMC was selected from ~3,000 global suppliers for the
“Excellence in Sustainability” category of Applied Materials’
Supplier Excellence Awards, providing independent validation
of SMC'’s product superiority and long-term partnership value
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... and wide moats across customer relationships and the global production

value chain

Palliser

Deep “Design-In” Switching Costs in Mission-Critical Processes

»

SMC components (valves, regulators, actuators, flow control,
chillers) are specified early in fab tool and facility design,
making post-spec substitution costly and risky

Industry experts consistently emphasise that downtime risk

dominates procurement decisions, leading customers to favour

proven SMC solutions even at higher upfront costs

Multiple solutions
can be evaluated
and simulated.
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Global Scale, Service, and Lead-Time Advantage

»  SMC's global footprint boasts mass production bases in é

countries and sales offices in more than 80 countries

»  Despite producing 12,000 basic models and 700,000 product

variations, SMC can deliver 70% of its products to customers
within 3 days

» SMC's enhanced Business Continuity Plan ensures product

supply capacity can be restored to 90% within two weeks after
a disaster
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SMC maintains superior margins vs. Global Pneumatic and Japanese
Factory Automation Peers despite optimising capacity ahead of the next
capex super-cycle Palliser

Despite temporary margin compression in recent years resulting from deliberate and well-considered capacity expansion
ahead of the capex super-cycle, SMC’s margins have remained above peers’ and are well positioned to recover toward
historical highs

L5Y Gross Margin vs. Peers
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SMC = Global Pneumatic Peers Average Japan Factory Automation Peers Average
Source: Bloomberg, Palliser estimates. Confidential

Note: CY=Calendar year ended December 31. Global pneumatic peers include CKD, Airtac, Parker Hannafin. Japan factory automation peers include Fanuc, Mitsubishi Electric, Daifuku. 4



Despite these strengths, SMC'’s share price has significantly underperformed
Global Pneumatic Peers and the TOPIX Machinery Index over the past 5
years by 106% and 112% respectively... Palliser

L5Y Share Price Perfformance
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Source: Bloomberg. Market data as of 15 Apr 2026. Confidential

Note: Global pneumatic peers include CKD, Airtac, Parker Hannafin. 5



...and is now trading at its widest discount to peers in the last 10 years on a

price-to-book value basis...

Palliser

SMC is trading at ~58% discount to Global Pneumatic Peers
- widest discount in 10 years

L10Y P/B vs. Global Pneumatic Peers
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Source: Bloomberg. Market data as of 15 Apr 2026.
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SMC is trading at ~41% discount to Japanese Factory
Automation Peers — widest discount in 10 years

L10Y P/B vs. Japanese Factory Automation Peers
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Note: Global pneumatic peers include CKD, Airtac, Parker Hannafin. Japan factory automation peers include Fanuc, Mitsubishi Electric, Daifuku. )



Three root causes of SMC'’s share price underperformance
Palliser

Temporary gross margin contraction following proactive capex investment in anticipation of
the semiconductor capex super-cycle

° Transitional inventory accumulation during down cycle has led to inefficient net working
capital (NWC)-to-sales ratio

e Significant ~JPY800bn of excess cash on the balance sheet

Confidential
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Temporary gross margin contraction following proactive capex
investment in anticipation of the semi capex super-cycle

Palliser

Proactive, forward-looking capacity expansion reduced utilisation in the near term but gives SMC a competitive advantage to
capitalise on the capex super-cycle over the medium- to long-term; SMC’s margins are now recovering to c. 50% historical
norms as utilisation returns to full capacity

SMC L10Y Capacity Utilisation Rate % (X-axis) vs. GPM % (Y -axis)
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Source: Company filings, Palliser estimates.
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Transitional inventory accumulation during down cycle has led to

inefficient NWC-to-sales ratio

SMC has 291 more inventory days vs. Global Pneumatic
Peers

L5Y Inventory Days vs. Peers

411 438 422
302
275 +291
days
152
116 135 145 131
CY2021 CY2022 CY2023 CY2024 CY2025

SMC e Global Pneumatic Peers Average

SMC’s NWC-to-sales ratio is 40% higher vs. Global
Pneumatic Peers

L5Y NWC-to-sales ratio vs. Peers

81% 82% 81%
66%
57%
+40%
40% 41% 40% 1%
35%
CY2021 CY2022 CY2023 CY2024 CY2025

SMC = Global Pneumatic Peers Average

Source: Bloomberg.

Palliser

SMC has 287 more inventory days vs. Japanese Factory
Automation Peers

L5Y Inventory Days vs. Peers

411 438 422
302
275 +287
days
165
141 135
99 118
CY2021 CY2022 CY2023 CY2024 CY2025

SMC = Japan Factory Automation Peers Average

SMC’s NWC-to-sales ratio is 43% higher vs. Japanese
Factory Automation Peers

L5Y NWC-to-sales ratio vs. Peers

81% 82% 81%
66%
57%
+43%
/ m
44%
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38
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SMC = Japan Factory Automation Peers Average

Confidential

Note: Global pneumatic peers include CKD, Airtac, Parker Hannafin. Japan factory automation peers include Fanuc, Mitsubishi Electric, Daifuku. CY=Calendar year ended December 31.



@ SMC is conservatively holding ~JPY800bn of excess cash after

capex and inventory investment...

Palliser

SMC'’s cash-to-asset ratio is over 4.6x that of Global
Pneumatic Peers

Cash & Equivalents / Asset Ratio vs. Global Pneumatic

Peers
39.1%
\
8.4%
I
SMC CORP Peers Average

SMC'’s cash balance is 12.5x its monthly sales amount vs.

only 1.5x for Global Pneumatic Peers

Cash & Equivalents as X Months of Sales vs. Global
Pneumatic Peers

\
1.5x

12.5x

SMC CORP Peers Average

Source: Bloomberg.

SMC'’s cash-to-asset ratio is over 1.5x that of Japanese
Factory Automation Peers

Cash & Equivalents / Asset Ratio vs. Japan Factory
Automation Peers

39.1%
1.5x
25.7%

SMC CORP Peers Average

SMC'’s cash balance is 12.5x its monthly sales amount vs.
only 5.1x for Japanese Factory Automation Peers

Cash & Equivalents as X Months of Sales vs. Japan Factory
Automation Peers

12.5x
%
5.1x
SMC CORP Peers Average

Confidential

Note: Global pneumatic peers include CKD, Airtac, Parker Hannafin. Japan factory automation peers include Fanuc, Mitsubishi Electric, Daifuku. 10



@ @ ...resulting in SMC having the highest equity ratio amongst all

peers... i
Palliser
At 91.8%, SMC'’s equity ratio is 1.4x that of Global Pneumatic At 91.8%, SMC'’s equity ratio is 1.3x that of Japanese Factory
Peers Automation Peers
Equity/ Asset Ratio vs. Global Pneumatic Peers Equity / Asset Ratio vs. Japan Factory Automation Peers
91.8%
1.3x
91.8% .
1.4x
71.2%
| I
SMC CORP Peers Average SMC CORP Peers Average
Source: Bloomberg. Confidential

Note: Global pneumatic peers include CKD, Airtac, Parker Hannafin. Japan factory automation peers include Fanuc, Mitsubishi Electric, Daifuku. 11



@ ...and a declining ROE relative to peers with PBR near a 5-year low

Palliser
Over the last 3 years, SMC’s ROE has decreased by over .
astey oY At ~2x, SMC’s PBR is near a 5-year low
40% and is less than half that of Global Pneumatic Peers
L5Y ROE vs. Peers L5Y P/B
4.00x
19%
3.50x
17% 17% 17%
14% 3.00x ' al ‘ 'h.
13% 2.50x “ 'I w
1%

10%

2.00x
10% v |
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8%
1.50x
CY2021 CY2022 CY2023 CY2024 CY2025
—SMC 1.00x
Global Pneumatic Peers Average Apr-21 Apr-22 Apr-23 Apr-24 Apr-25
Japan Factory Automation Peers Average e SMC CORP Average +1SD -1SD
Source: Bloomberg. . Market data as of 15 Apr 2026. Confidential

Note: Global pneumatic peers include CKD, Airtac, Parker Hannafin. Japan factory automation peers include Fanuc, Mitsubishi Electric, Daifuku. CY=Calendar year ended December 31. 12



Palliser 3-step Value Enhancement Plan
Palliser

0 Enhance utilisation rate of planned capacity investment to drive gross profit margin
recovery in the upcoming super-cycle

a Prioritise inventory efficiency to restore NWC-to-sales ratio to historic norms

Implement a disciplined capital allocation policy focused on improving ROE to over 13% and
a JPY4600bn share buyback over the next two years

Confidential
13



@ SMC'’s latest monthly order trends already demonsirate a surge in
demand...

Palliser

Semiconductor orders have rebounded sharply (40%+) as of P LI [l s pnevsel el Celaere e el

January 2026 levels, historically coinciding with improved machinery
demand

US PMI Index vs. SMC Revenue YoY Growth %

Consolidated Orders Trend By Industry
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Data suggest a clear semiconductor rebound, while broader industrial demand may be

approaching an inflection point

Source: Company filings, Bloomberg, Broker research, Palliser Estimate. Confidential
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@ @ ...with multiple indicators suggesting the market underestimates the

scale of this next super-cycle... Palliser

Multiple signals across the Wafer Fabrication Equipment demand (Non Memory + DRAM + NAND) indicate that current market
consensus on capex of semiconductor production equipment may be underestimated, supporting tailwinds for SMC

Breakdown of Wafer Fabrication Equipment (“WFE”) Demand

~50% WFE Demand ~35% WFE Demand ~15% WFE Demand
+ DRAM + NAND

G GO G s S S

KIOXIA Sandisk

: mIicron.

6
5
D

Morgan Stanley, March 2026 - We Jensen Huang, Nvidia CEO, Douglas R. Bettinger, Lam Research
recently spoke to TSMC's equipment JPMorgan Technology Conference, CFO, Cantor Technology Conference,
and chemical suppliers and found March 2026 - The chip supply March 2026 - Our NAND upgrade
TSMC'’s infrastructure buildout (more shortage is "excellent news" for business last year grew 90%, a lot of
clean rooms) is more aggressive than Nvidia, as limited resources will that focused on the NAND set of
we thought. From now to end-2027, prompt customers to directly choose customers. | think fast forward to
TSMC will build 12 front-end fabs and the most powerful solutions. where we sit today, that $40 billion
four advanced packaging fabs. NAND upgrade opportunity likely
Equipment vendors we spoke to in happens sooner than we previously
general believe that TSMC’s WFE expected because bit demand is
capex will grow another 20-30% Y/Y stronger

in 2027

Source: Company filings, Bloomberg, Broker research, Palliser Estimate. Confidential
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@ ...and has overlooked SMC'’s critical role in the super-cycle...

Palliser

There is a strong correlation between total capex of the top 5 global logic/memory players (ISMC, Samsung, Intel, SK Hynix, Micron)
and SMC'’s total revenue - leading to significant revenue growth potential for SMC which the market has underestimated

YoY Growth of End Semi Customers Capex and SMC Revenue
39%

12%

7%

CY2018 CY2019 CY2020 CY2021 CY2022 CY2023 CY2024 CY2025 CY2026E CY2027E

eTop 5 Global Logic/Memory Players Total Capex - Consensus e SMC Total Revenue - Consensus

Source: Bloomberg, Palliser Estimate. Confidential

Note: CY=Calendar year ended December 31 16



@ @ ...establishing optimal market conditions for SMC to enhance its

capacity utilisation rate to drive recovery of gross profit margins Oalliser

With strong demand of semi capex and recovery of non-semi industries, SMC will be able to enhance capacity utilisation rate
toward 90% and beyond

SMC Capacity Utilisation Rate - Palliser Estimate

_—
100% 100% 907
82% - 79% .
70% 70%
FY2021 FY2022 FY2023 FY2024 FY2025E FY2026E FY2027E
Optimised capacity utilisation at SMC will drive recovery of gross profit margins
lllustrative SMC Gross Profit Margin
- 51% 49%
50% 4‘7% =
-
47% — 46%
46% 46% 46% °
FY2021 FY2022 FY2023 FY2024 FY2025E FY2026E FY2027E
e C ONSENSUS
Source: Company filings, Bloomberg, Broker research, Palliser Estimate. Confidential

Note: FY=Fiscal year ended March 31 next year. 7



@ The upcoming super-cycle can catalyse inventory efficiency,
restoring SMC’s NWC-to-sales ratio to historic norms

Reduction of inventory days can exceed market
expectations in the upcoming super-cycle

Palliser

Strict inventory management will enable enhanced capital
efficiency - driving NWC-to-sales ratio significantly lower
than the current 10-year high

lllustrative SMC Inventory Days

458

FY2021 FY2022 FY2023 FY2024 FY2025E FY2026E FY2027E

= COonsensus

Source: Company filings, Bloomberg, Broker research, Palliser Estimate.

Note: FY=Fiscal year ended March 31 next year.

lllustrative SMC NWC-to-Sales Ratio

87%
82%
79%
73%
69%
68%
SMC 10Y Average 64.0%
62%
FY2021 FY2022 FY2023 FY2024 FY2025E FY2026E FY2027E

Confidential
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@ Implement a best-in-class capital allocation framework that ensures

the highest-returning utilisation of capital above cost of capital Dalliser

A transparent and well-communicated capital allocation framework that prioritises high-return investments combined with a

Sources of Capital

Sale of Bond
Investment
Securities

fair shareholder returns policy will help create a compelling equity story

Uses of Capital

Growth v/ Conduct a thorough reassessment of future growth investments
with clear Return on Invested Capital (ROIC) thresholds/targets

Investments .
versus cost of capital

Excess Cash on

Balance Sheet Base Dividend v" Maintain dividend payout ratio of 40%+

Additional

Shareholqer v Robust shareholder returns through impactful share buybacks
Returns with and stable dividend increase each year
Excess Cash

Free Cash Flow

from Operations

Confidential
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@ SMC is well positioned to lead the indusiry on excess cash deployment

ahead of Corporate Governance Code revisions later this year Oalliser

The Corporate Governance Code is expected to be amended this year with a renewed focus on capital efficiency and cash
deployment. The FSA and TSE have signaled that revisions will explicitly encourage companies to put their large cash reserves
to work - either by investing in growth or returning cash to shareholders - rather than letting cash hoards sit idle

ﬂ 30 Jun 2025 - The Council of Experts Concerning the Follow-up of Japan’s Corporate Governance Code published the \
“Action Programme for Corporate Governance Reform 2025". One of the future policy priorities is to promote growth
investments by encouraging appropriate allocation of business resources, such as assessment of the current allocation of

resources (including cash).

v 21 0ct 2025 - The Expert Panel on the Revision of the Corporate Governance Code held the first meeting to discuss
potential changes to the Code and a member of the Panel noted that companies should explain their plan on how to
uvtilise cash to achieve their targeted balance sheet and to enhance capital efficiency.

v’ 26 Feb 2026 - The Expert Panel published a draft of the revised Corporate Governance Code with the following proposed
changes:

® Revised Principle 4.1 — “When establishing and disclosing business strategies and business plans, with the aim of
achieving growth, the board should articulate their earnings plans and capital policies taking into account the cost of
capital, present targets for profitability and capital efficiency, and explain specific measures that will be taken in order
to achieve growth related to allocation of business resources such as growth investment and review of their business
porifolio.”

®* New Interpretive Guidance to Principle 4.2 — “Based on its business strategies and plans, the board should persistently
review the allocation of company business resources that support appropriate risk-taking and that lead to sustainable
\ growth and increased corporate value over the mid- to long-term, including whether cash is utilised efficiently in /

investments...”

Source: Company filings, Bloomberg, Broker research. Confidential
20



@ @ Undertake a JPY400bn share buyback over the next 2 years utilising
SMC'’s extensive excess cash & equivalents... Oalliser

By underestimating SMC'’s revenue growth and gross margin expansion potential, the market has provided the optimal window
ahead of the semi capex super-cycle for SMC to buy back its shares cheaply and maximise value accretion through a

FY2026E-2027E 2Y lllustrative Capital Allocation Framework (JPYbn)

Invest for Future Returns
with Clear ROIC Targets

Additional Returns with
Excess Cash

Including
NWC unwind
with inventory
destocking

Operating Sale of Bond Excess Cash 2Y Total Maintenance Dividend
Cash Flow Investment on Balance Available and Growth
Securities Sheet Capital for Investments
Deployment

Share
Buybacks

Source: Palliser estimates. Confidential
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@ ... leading to the Company’s cash ratio and ROE re-calibrating in line
with peers

Palliser
With a JPYé600bn share buyback, SMC can reduce cash & ...and alongside gross margin expansion and inventory
equivalents to 3 months of sales in 2 years... destocking, SMC can achieve an ROE of 13% in 2 years
lllusirative Cash & Equivalent as X Months of Sales lllustrative ROE
Global Pneumatic Peers Average 17%
12
10 13%
9%
8% 8%
5
3
Global Pheumatic Peers Average| 1.5x
FY2024 FY2025E FY2026E FY2027E
FY2024 FY2025E FY2026E FY2027E
Source: Company filings, Bloomberg, Broker research, Palliser Estimate. Confidential

Note: FY=Fiscal year ended March 31 next year. Global pneumatic peers include CKD, Airtac, Parker Hannafin. Japan factory autfomation peers include Fanuc, Mitsubishi Electric, Daifuku. 22



The highly correlated P/B-ROE regression between SMC and peers indicates

that SMC'’s P/B will re-rate with higher ROE .
Palliser

SMC P/B will re-rate from 1.9x to over 3x if ROE improves from 8% to 13%

1BF P/B (Y-axis) & ROE (X-axis) Regression - SMC vs. Peers

8.0x y = 21.979x + 0.2822
Rz =0.9348
6.0x
5.0x
4.0x DAIF“H“
FANUC .

S ¢  AINTAC
20x y— ¢ / Over 3x P/B

_/" CKD  ©13%ROE
1o 1.9x P/B

@8% ROE

0.0x

0% 5% 10% 15% 20% 25% 30%

Source: Bloomberg. Market data as of 15 Apr 2026. Confidential
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Palliser's Value Enhancement Plan could reveal SMC'’s true value and

facilitate a meaningful share price re-rating Oalliser

With gross margin expansion driven by higher capacity utilisation rate, inventory destocking, and a JPYé00bn share buyback,
upside on SMC’s current share price could be over 50%

SMC Value Bridge

>¥110,000
>3x P/B
Over.SO% P/B Re-rating Execution of
upside Growth
Strategy
Q Inventory
Destocking and
JPY600bn Share Future Intrinsic
Buyback Value
0 Gross Margin Target Price of of SMC
Expansion with SMC
Higher Capacity
¥71,960 Utilisation Rate
N _J
Share Price
of SMC sme
Value Enhancement Plan
Today
— | =
Source: Bloomberg, Palliser estimates. Confidential

Note: Market data as of 15 Apr 2026. 24
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NO REPRESENTATION, WARRANTY OR UNDERTAKING, EXPRESS OR IMPLIED,
IS GIVEN AND NO RESPONSIBILITY OR LIABILITY OR DUTY OF CARE IS OR WILL
BE ACCEPTED BY PALLISER, THE PALLISER FUNDS, OR ANY OF THEIR
RESPECTIVE DIRECTORS, OFFICERS, EMPLOYEES, AGENTS, OR ADVISERS
(EACH A “PALLISER PERSON") CONCERNING: (I) THIS DOCUMENT AND ITS
CONTENTS, INCLUDING WHETHER THE INFORMATION AND OPINIONS
CONTAINED HEREIN ARE ACCURATE, FAIR, COMPLETE OR CURRENT; (II) THE
PROVISION OF ANY FURTHER INFORMATION, WHETHER BY WAY OF UPDATE
TO THE INFORMATION AND OPINIONS CONTAINED IN THIS DOCUMENT OR
OTHERWISE TO THE RECIPIENT AFTER THE DATE OF THIS DOCUMENT; OR (Ill)
THAT PALLISER’S OR THE PALLISER FUNDS’ INVESTMENT PROCESSES OR
INVESTMENT OBJECTIVES WILL OR ARE LIKELY TO BE ACHIEVED OR
SUCCESSFUL OR THAT PALLISER'S OR THE PALLISER FUNDS’ INVESTMENTS WILL
MAKE ANY PROFIT OR WILL NOT SUSTAIN LOSSES. PAST PERFORMANCE IS
NOT INDICATIVE OF FUTURE RESULTS. TO THE FULLEST EXTENT PERMITTED BY
LAW, NONE OF THE PALLISER PERSONS WILL BE RESPONSIBLE FOR ANY
LOSSES, WHETHER DIRECT, INDIRECT OR CONSEQUENTIAL, INCLUDING LOSS
OF PROFITS, DAMAGES, COSTS, CLAIMS OR EXPENSES RELATING TO OR
ARISING FROM THE RECIPIENT'S OR ANY PERSON'S RELIANCE ON THIS
DOCUMENT.

EXCEPT FOR THE HISTORICAL INFORMATION CONTAINED HEREIN, THE
INFORMATION AND OPINIONS INCLUDED IN THIS DOCUMENT CONSTITUTE
FORWARD-LOOKING STATEMENTS, INCLUDING ESTIMATES AND
PROJECTIONS PREPARED WITH RESPECT TO, AMONG OTHER THINGS, THE
COMPANY’S ANTICIPATED OPERATING PERFORMANCE, THE VALUE OF THE
COMPANY'S SECURITIES, DEBT OR ANY RELATED FINANCIAL INSTRUMENTS
THAT ARE BASED UPON OR RELATE TO THE VALUE OF SECURITIES OF THE
COMPANY (COLLECTIVELY, "COMPANY SECURITIES"), GENERAL
ECONOMIC AND MARKET CONDITIONS AND OTHER FUTURE EVENTS. YOU
SHOULD BE AWARE THAT ALL FORWARD-LOOKING STATEMENTS, ESTIMATES
AND PROJECTIONS ARE INHERENTLY UNCERTAIN AND SUBJECT TO
SIGNIFICANT ECONOMIC, COMPETITIVE, AND OTHER UNCERTAINTIES AND
CONTINGENCIES AND HAVE BEEN INCLUDED SOLELY FOR ILLUSTRATIVE
PURPOSES. ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THE ESTIMATES,
PROJECTIONS OR ASSUMPTIONS CONTAINED HEREIN DUE TO REASONS
THAT MAY OR MAY NOT BE FORESEEABLE.

NO AGREEMENT, COMMITMENT, UNDERSTANDING OR OTHER LEGAL
RELATIONSHIP EXISTS OR MAY BE DEEMED TO EXIST BETWEEN OR AMONG
PALLISER AND ANY OTHER PERSON BY VIRTUE OF FURNISHING THIS
DOCUMENT. PALLISER IS NOT ACTING FOR OR ON BEHALF OF, AND IS NOT
PROVIDING ANY ADVICE OR SERVICETO, ANY RECIPIENT OF THIS
DOCUMENT. PALLISER IS NOT RESPONSIBLE TO ANY PERSON FOR
PROVIDING ADVICE IN RELATION TO THE SUBJECT MATTER OF THIS
DOCUMENT. BEFORE DETERMINING ON ANY COURSE OF ACTION, ANY
RECIPIENT SHOULD CONSIDER ANY ASSOCIATED RISKS AND
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CONSEQUENCES AND CONSULT WITH ITS OWN INDEPENDENT ADVISORS AS
IT DEEMS NECESSARY.

THE PALLISER FUNDS MAY HAVE A DIRECT OR INDIRECT INVESTMENT IN THE
COMPANY. PALLISER THEREFORE HAS A FINANCIAL INTEREST IN THE
PROFITABILITY OF THE PALLISER FUNDS' POSITIONS IN THE COMPANY.
ACCORDINGLY PALLISER MAY HAVE CONFLICTS OF INTEREST AND THIS
DOCUMENT SHOULD NOT BE REGARDED AS IMPARTIAL. NOTHING IN THIS
DOCUMENT SHOULD BE TAKEN AS ANY INDICATION OF PALLISER'S OR THE
PALLISER FUNDS’ CURRENT OR FUTURE TRADING OR VOTING INTENTIONS
WHICH MAY CHANGE AT ANY TIME.

PALLISER INTENDS TO REVIEW THE INVESTMENTS IN THE COMPANY ON A
CONTINUING BASIS AND DEPENDING UPON VARIOUS FACTORS, INCLUDING
WITHOUT LIMITATION, THE COMPANY’S FINANCIAL POSITION AND
STRATEGIC DIRECTION, THE OUTCOME OF ANY DISCUSSIONS WITH THE
COMPANY, OVERALL MARKET CONDITIONS, OTHER INVESTMENT
OPPORTUNITIES AVAILABLE TO PALLISER, AND THE AVAILABILITY OF
COMPANY SECURITIES AT PRICES THAT WOULD MAKE THE PURCHASE OR
SALE OF COMPANY SECURITIES DESIRABLE, PALLISER MAY FROM TIME TO
TIME (IN THE OPEN MARKET OR IN PRIVATE TRANSACTIONS, INCLUDING
SINCE THE INCEPTION OF THE PALLISER FUNDS' POSITION) BUY, SELL, COVER,
HEDGE OR OTHERWISE CHANGE THE FORM OR SUBSTANCE OF ANY OF THE
PALLISER FUNDS' INVESTMENTS (INCLUDING COMPANY SECURITIES) TO ANY
DEGREE IN ANY MANNER PERMITTED BY LAW AND EXPRESSLY DISCLAIMS
ANY OBLIGATION TO NOTIFY OTHERS OF ANY SUCH CHANGES. PALLISER
ALSO RESERVES THE RIGHTTO TAKE ANY ACTIONS WITH RESPECT TO THE
PALLISER FUNDS' INVESTMENTS IN THE COMPANY AS IT MAY DEEM
APPROPRIATE, INCLUDING BUT NOT LIMITED TO, COMMUNICATING WITH
OTHER INVESTORS, SHAREHOLDERS, INDUSTRY PARTICIPANTS, EXPERTS
AND/OR RELEVANT PARTIES WITH RESPECT TO ANY COMPANY REFERRED TO
HEREIN.

PALLISER HAS NOT SOUGHT OR OBTAINED CONSENT FROM ANY THIRD
PARTY TO USE ANY STATEMENTS OR INFORMATION CONTAINED HEREIN. ANY
SUCH STATEMENTS OR INFORMATION SHOULD NOT BE VIEWED AS
INDICATING THE SUPPORT OF SUCH THIRD PARTY FOR THE VIEWS EXPRESSED
HEREIN. ALL TRADEMARKS AND TRADE NAMES USED HEREIN ARE THE
EXCLUSIVE PROPERTY OF THEIR RESPECTIVE OWNERS.

YOU AGREE THAT YOU (I) WILL NOT DISCLOSE ANY INFORMATION WHICH
MAY BE MATERIAL NON-PUBLIC INFORMATION (INCLUDING ANY NON-
PUBLIC INFORMATION THAT MAY CONSTITUTE A "MATERIAL FACT
PERTAINING TO BUSINESS OR OTHER MATTERS" (AS DEFINED IN ARTICLE 166,
PARAGRAPH 2 OF THE FIEL) OR “THE FACT THAT A TENDER OFFER, ETC. WILL
BE LAUNCHED OR THE FACT THAT A TENDER OFFER, ETC. WILL BE
SUSPENDED" (AS DEFINED IN ARTICLE 167, PARAGRAPH 2 OF THE FIEL) TO
PALLISER OR ANY OF THE PALLISER FUNDS (WHETHER DURING THIS
PRESENTATION OR OTHERWISE) WITHOUT PALLISER UK'S PRIOR WRITTEN
CONSENT, AND NONE OF PALLISER OR ANY OF THE PALLISER FUNDS IS OR
SHALL BE UNDER ANY DUTY OF CONFIDENTIALITY OR OTHERWISE WITH
RESPECT TO SUCH INFORMATION OR THIS DOCUMENT; AND (Il)
UNDERSTAND THAT NONE OF PALLISER OR ANY OF THE PALLISER FUNDS
INTENDS TO BE RESTRICTED IN TRADING ANY SECURITIES AS A RESULT OF OR
IN CONNECTION WITH FURNISHING THIS DOCUMENT.
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	Maximising the Value of SMC Corporation  ��¥600bn Share Buyback to Catalyse a Valuation Re‑Rating
	SMC is the world #1 in pneumatics – boasting an exceptional business model with a specialised advantage in critical semiconductor production equipment…
	… and wide moats across customer relationships and the global production value chain 
	SMC maintains superior margins vs. Global Pneumatic and Japanese Factory Automation Peers despite optimising capacity ahead of the next capex super-cycle
	Despite these strengths, SMC’s share price has significantly underperformed Global Pneumatic Peers and the TOPIX Machinery Index over the past 5 years by 106% and 112% respectively…
	…and is now trading at its widest discount to peers in the last 10 years on a price-to-book value basis…
	Three root causes of SMC’s share price underperformance 
	Temporary gross margin contraction following proactive capex investment in anticipation of the semi capex super-cycle
	Transitional inventory accumulation during down cycle has led to inefficient NWC-to-sales ratio
	SMC is conservatively holding ~JPY800bn of excess cash after capex and inventory investment…
	…resulting in SMC having the highest equity ratio amongst all peers…
	…and a declining ROE relative to peers with PBR near a 5-year low
	Palliser 3-step Value Enhancement Plan
	SMC’s latest monthly order trends already demonstrate a surge in demand…
	…with multiple indicators suggesting the market underestimates the scale of this next super-cycle…
	…and has overlooked SMC’s critical role in the super-cycle…
	…establishing optimal market conditions for SMC to enhance its capacity utilisation rate to drive recovery of gross profit margins
	The upcoming super-cycle can catalyse inventory efficiency, restoring SMC’s NWC-to-sales ratio to historic norms
	Implement a best-in-class capital allocation framework that ensures the highest-returning utilisation of capital above cost of capital
	SMC is well positioned to lead the industry on excess cash deployment ahead of Corporate Governance Code revisions later this year
	Undertake a JPY600bn share buyback over the next 2 years utilising SMC’s extensive excess cash & equivalents…
	… leading to the Company’s cash ratio and ROE re-calibrating in line with peers
	The highly correlated P/B-ROE regression between SMC and peers indicates that SMC’s P/B will re-rate with higher ROE
	Palliser’s Value Enhancement Plan could reveal SMC’s true value and facilitate a meaningful share price re-rating 
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