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Financial Strategy

We will generate stable cash flow
with a business portfolio resistant to
changes in the business environment
and enhance corporate value through
flexible resource allocation.

Director, Managing Executive Officer
Chief Financial Officer

Chief Officer for Corporate Administration
Operations

Eiji Fujimura

Initiatives to Enhance Corporate Value

To enhance corporate value, we recognize the need to utilize both financial and non-financial capital
to achieve sustainable cash flow growth and improve capital efficiency. To realize this, it is crucial to
focus on (1) strategic resource allocation over the medium- to long- term, (2) strengthening
management with an awareness of capital costs, and (3) improving management quality and
transparency through proactive dialogue. | will explain the current situation and these initiatives in
detail.

Enhance Corporate Value

Sustainable growth of cash flows and improved capital efficiency through the
utilization of financial and non-financial capital

(1) Strategic resource allocation over the medium- to long- term (3) Dialogue

Embodying and accelerating transformation through implementing
flexible strategic resource allocation with multiple scenarios

Capital generation Resource investment Shareholder returns
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operating activities (CFO) after R&D business portfolio dividends quallty and
adjustment ® Investment decisions based o Flexible share buybacks transparency
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(2) Strengthening management with an awareness of capital costs

Strengthening management by considering capital costs—investment
decisions based on capital costs / reduction of cross-shareholdings
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Results for the Fiscal Year Ended March 31, 2025

The results for the Fiscal Years Ended March 31, 2025, were operating profit of 1,213.4 billion yen
and profit for the year attributable to owners of the parent of 835.8 billion yen. Profit declined from
the previous fiscal year, but it maintained the same structure as the previous fiscal year, excluding
the effects of changes in accounting treatment. The motorcycle business expanded mainly in Asia
and South America, and continued to perform well. Its sales volume reached a record high, and
operating profit also reached all-time highs.

The automobile business was mainly affected by a decrease in the number of units in the China/
ASEAN region and the strengthening of incentives for electric vehicle (EV) sales in North America,
but on the other hand, the business structure is steadily improving due to increased sales volume of
hybrid electric vehicles (HEVs) and improvements in profitability. Furthermore, a resolution to
acquire 1,100 billion yen of treasury stock was made in December 2024 for the purpose of
optimizing capital accumulated from the past. From the perspective of improving capital efficiency
and strengthening corporate governance, we are also accelerating the reduction of cross-
shareholdings. Specifically, the number of such holdings was reduced by 13, from 46 stocks totaling
231.5 billion yen at the end of March 2024 to 33 stocks totaling 155.3 billion yen at the end of
March 2025.

Forecast for the Fiscal Year Ending March 31, 2026

The forecast for the Fiscal Years Ending March 31, 2026 is based on operating profit of 700 billion
yen and profit for the year attributable to owners of the parent of 420 billion yen, reflecting a
negative impact of 450 billion yen from tariffs. Regarding the impact of tariffs, all effects known at
the time of the announcement of financial results in August 2025 are reflected, but we will update
them as appropriate according to changes in the situation.

The motorcycle business, which continues to perform well, is planning to achieve record-high
sales volume. The automobile business is expected to expand further with HEVs, such as the “CIVIC
HYBRID,” which was launched in North America in September 2024, despite the impact of tariffs
and upfront investment in electric vehicles and software. In the financial services business, we are
planning to generate stable profits based on a strong customer base.

Even in a highly uncertain environment with significant changes, we recognize Honda's business
portfolio resistant to changes in the business environment—including the motorcycle and financial
services businesses—together with the automobile business, where profitability continues to
improve centered on HEVs, as a strength Honda has cultivated over the years.
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Strategic resource allocation over the medium- to long- term

Financial Targets

Honda has set a financial target, company-wide ROIC* of 10% or more for the Fiscal Years Ending
March 31, 2031.

*1 ROIC: (Profit for the year attributable to owners of the parent + Interest expenses (excluding financial services business)) + Deployed
capital*?

*2 Deployed capital: Equity attributable to owners of the parent + Interest-bearing liabilities (Excluding those from financial services
business sector). Deployed capital is calculated using the average of the beginning and end of the period.

Capital Allocation

| will explain capital allocation (operating companies excluding financial services business) for
future growth by dividing it into two phases: the five years from the Fiscal Years Ended March 31,
2022 through the Fiscal Years Ended March 31, 2026, and the five years through the Fiscal Years
Ending March 31, 2031.

Cash Generation

In the five years through the Fiscal Years Ending March 31, 2026, we expect to generate 12 trillion
yen of operating cash flows after R&D adjustment*3, and in the subsequent five years through the
Fiscal Years Ending March 31, 2031, we aim to generate more cash than in the preceding period.
While earnings are currently weighed down by the impact of tariffs, we will enhance our cash
generation capability through steady business expansion in the motorcycle business, stable cash
generation in the financial services business, and improved profitability and higher sales volumes of
next-generation HEVs to be introduced in the automobile business in 2027.

*3 Cash flows from operating activities (CFO) excluding R&D expenses: CFO of non-financial services businesses + R&D expenditures
- amount transferred to capitalized development cost

Investment for Future Growth

In order to advance Honda's electrification strategy, a key initiative toward achieving carbon
neutrality by 2050, it is essential to allocate resources strategically at the right time. To achieve this,
we plan to invest 7 trillion yen in the electrification and software domains over the 10 years through
the Fiscal Years Ending March 31, 2031, to promote the adoption of EVs.

Also, in an uncertain environment where the pace of EV adoption is difficult to predict and rapid
changes are taking place, we believe that flexible control of investment timing is crucial. Over the
past year, in line with adjustments to our electrification strategy, we postponed comprehensive
value chain construction in Canada and reviewed the timing for establishing a next-generation EV
plant. As a result, resources allocated to the electrification and software domains over the ten years
through the Fiscal Years Ending March 31, 2031, were reduced by 3 trillion yen, from 10 trillion yen
to 7 trillion yen. Meanwhile, looking ahead to the future evolution of ADAS and autonomous driving,
we see the creation of new value through intelligence as the source of future competitiveness, and
we will continue to advance investment in the software domain as initially planned. As for next-
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generation ADAS, we plan to apply it broadly across the core lineup of EVs and HEVs, and will
maximize the benefits of mass production.

Going forward, while considering multiple scenarios and carefully assessing changes in the
market environment, we will pursue strategic resource allocation and agile capital policies.

Capital Allocation (Operating Companies Excluding Financial Services Business)

FYE Mar. 31, 2022-2026 FYE Mar. 31, 2027-2031

Investments for future growth

FYE Mar. 31, 2022-2031 Electrification and software Approximately 7 trillion yen

Revise as necessary in line with EV market penetration

EV
opel
EV: . q
e

o | 3.5 wilionyen

Electrification/ it a

_ software 3.5 trillion yen
investments

1 2trilticn yen . >
ormore investment:
Approximately vestments Investments Preparing for
12 tritionyen o e S HIROERNANEY | multiple scenarios
e (Electrification
Agile flexible policies Asghl:re l?:yb:ck :t':s investments /
Share buyback, etc. v SR shareholder returns, etc.)
SICTIET T B | Approximately Stable and -
consistent | IFHCY. TS e 2l | 1.6 triion yen or more
dividends » triflonyen dividends
Cash Resource Cash Resource
Generation Allocation Generation Allocation

Earn stable cash flow based on a business portfolio that is resilient to environmental changes,
and flexibly allocate resources based on multiple scenarios
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Returns to Shareholders

Honda positions shareholder returns as one of its most important management priorities. With
respect to dividends, we plan to pay a total of about 1.3 trillion yen over the five years through the
Fiscal Years Ending March 31, 2026, and approximately 1.6 trillion yen over the five years through
the Fiscal Years Ending March 31, 2031. In May 2025, we decided to adopt DOE*4 as a new return
indicator to enable more stable and continuous dividends while maintaining appropriate equity
capital. Although the environment remains uncertain, including the impact of tariffs, management
has expressed its commitment to stable and continuous shareholder returns, supported by a
resilient business portfolio that has maintained profitability even under severe conditions in the
past. From the Fiscal Years Ending March 31, 2026, we will strive to pay dividends with DOE of 3.0%
as a benchmark. Looking ahead, we aim to further enhance both capital efficiency and dividend

levels.
With respect to treasury stock acquisitions, we will continue to carry them out as appropriate,
with the aim of enhancing capital efficiency and pursuing agile capital policies.

*4 DOE: Ratio of dividend on adjusted equity attributable to owners of the parent

Changes in Net Profit and Dividends per Share

FYE Mar. 31, 2022, through
FYE Mar. 31, 2026 (5 years)

Total dividends of

approximately 1.3 trillion yen 80
70 /
68 68 70

>

FYE Mar. 31, 2027, through
FYE Mar. 31, 2031 (5 years)
Total dividends of 0
1.6 trillion yen
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Strengthening Management by Considering Capital Cost

In order to respond flexibly and appropriately to changes in the business environment and enhance
corporate value, Honda is embedding management practices that are conscious of capital costs,
developing multiple scenarios based on different time horizons, and implementing flexible resource
allocation. During this transformation phase, investments for the future will take precedence. At the
same time, we are making investment decisions based on capital costs by utilizing net present value
(NPV), while aiming to maintain company-wide ROIC above capital costs as a management
threshold.

Toward Further Enhancing Corporate Value

Honda's corporate value in the stock market has continued to remain below 1.0x Price Book-value
Ratio (PBR). However, when estimating the value of each business by applying the average sector
multiple to the profits generated by each segment, we believe that Honda’s theoretical corporate
value would significantly exceed its current market valuation.

While stock prices reflect factors beyond our control, such as policy trends in each country and
the global economy, we believe that one reason for the divergence between Honda’s theoretical
corporate value and its current market valuation is that we have not fully conveyed the cash
generation capability of each business or the resource allocation strategies within our overall capital
allocation.

In explaining cash generation capability and resource allocation for each business toward the
Fiscal Years Ended March 31, 2031, the motorcycle business recorded record-high sales volume in
the Fiscal Years Ending March 31, 2025, and by continuing to capture demand growth—particularly
in the Global South, including India, which is expected to become the largest market—we aim to
sustain growth and generate cash while laying the groundwork for electrification.

The automobile business is generating cash mainly from ICEs and HEVs. Going forward, by
positioning HEVs as a core pillar of earnings, we aim to further expand and improve profitability
through initiatives such as creating new customer value by broadly applying next-generation ADAS
to HEVs and introducing next-generation HEVs from 2027 onward. The cash generated in this way
will be used to cover development costs and capital investments for intelligent technologies and
electrification.

The financial services business generates profits mainly from stable vehicle sales and a strong
customer base in North America. Given the nature of the business, which involves holding financial
assets (receivables) over the contract period, we expect to continue securing stable earnings over
the medium- to long- term.
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Looking ahead to the Fiscal Years Ending March 31, 2031, we will use cash generated primarily
from the motorcycle business, four-wheel ICE/HEVs, and the financial services business to support
shareholder returns, resource allocation to electrification and software, and research and
development of new businesses for the future. In the longer term, through the four-wheel
electrification strategy, we will build a business structure capable of generating earnings with EVs,
further enhancing our company-wide cash generation capability.

Approach to Resource Allocation up to the Fiscal Year Ending March 31, 2031

‘ Stable Cash Generation with a Business Portfolio Capable of Responding Flexibly
to Changes in the Business Environment

Financial services
Stable profit generation
based on a strong
customer base

Automobile

Funding preparations for the
future with competitive
ICEs and HEVs

Intelligent
technologies

Motorcycles and power products

Robust cash generation capability
backed by dominant market
share and high profitability

and ICE expansion
electrification and
electrification

Cash Resource Cash Resource
generation allocation generation allocation

Earnings from financial services

Cash generated in each business will be allocated to respective
businesses in a disciplined manner and be balanced between research and
development in new areas and shareholder returns

Research and development in
new areas for future growth

Shareholder Returns
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Active Engagement with Stakeholders

To ensure that stakeholders, including investors and individual shareholders, properly understand
and evaluate the company’s management direction, the management team itself will take the lead
in engaging in more proactive dialogue than ever before through events, individual meetings, and
other opportunities.

At the beginning of each fiscal year, we hold a Business Update to communicate our mid- to
long-term strategy, providing a forum to explain the environment surrounding Honda and the
direction we aim to pursue going forward.

Following the Business Update, we conduct IR tours in Japan and overseas with the participation
of management, actively engaging in two-way dialogue with investors to share details of our
mid- to long-term strategy. In recent years, we have also increased the number of dialogues led by
technology management in order to more clearly communicate Honda's differentiating strengths.

Record of Engagement with Analysts and Institutional Investors

(Number of Times) H President and Representative
120 Executive Officer

104
B Executive Vice President and

100 Representative Executive Officer
80 CFO (Chief Financial Officer)
Technical managers team
60 51
40 .

21

“ —
: O
FYE Mar. 31, FYEMar.31, FYEMar.31, FYE Mar. 31,
2022 2023 2024 2025

At each quarterly earnings announcement, we explain both short-term results and the progress
of our mid- to long-term strategy, with presentations given by the President, Executive Vice
President, or CFO. To clearly communicate our technological strengths, we also host technology
events on themes of high interest to the capital markets. In the Fiscal Years Ended March 31, 2025,
these included the Honda O Tech Meeting 2024, where we unveiled next-generation technologies
planned for the Honda 0 Series, a tour of the pilot line for all-solid-state batteries, and the Honda
e:HEV Business and Technology Workshop, where we introduced next-generation e:HEV
technologies.
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In addition to domestic events, we also hold on-site events overseas, such as IR briefings in the
United States—our main market for the automobile business—including small meetings at CES, and
factory tours in India, a growth market for the motorcycle business.

Honda 0 Tech Meeting 2024 Honda e:HEV Business and Technology Workshop

Honda is also actively implementing initiatives aimed at expanding its individual shareholder
base, encouraging longer-term shareholding, and increasing its fan base. In July 2024, with the aim
of accelerating the reduction of cross-shareholdings, Honda conducted a secondary offering of
shares held by non-life insurance companies and banks, with the majority of the offering allocated
to individual shareholders.

We have also expanded briefings for individual shareholders, and in the Fiscal Years Ended
March 31, 2025, we held a total of six sessions, combining both in-person and online formats.

Responding to shareholder requests for opportunities to experience Honda’s products and
services, in recent years we have also focused on experience-based shareholder benefits. Starting
in the Fiscal Years Ended March 31, 2024, we began offering flight experiences on the HondaJlet
light business jet as a shareholder benefit, which proved extremely popular with an application ratio
exceeding 850 times in the previous fiscal year. This fiscal year, in addition to the Hondalet Trial
Event, we are offering other Honda-unique benefits such as a Marine Test-Drive Event, Race
Viewing, and a Safety School Trial Event.

Hondalet Trial Event Marine Test-Drive Event

Financial and
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Through these dialogues, we seek to convey management’s and each technology leader’s
commitment to our growth strategy, while directly understanding the expectations of the capital

markets and reflecting them in our management and business strategies. In doing so, we aim to
continuously enhance corporate value and remain a company that stakeholders look to with high

expectations.

Other Events

Financial results briefing for
securities analysts and institutional
investors

IR tours
(Japan, U.S., Europe, Asia)

Conferences hosted by securities
firms

Business and technology briefing
sessions

Regional and office visits

Briefings for individual investors
(Japanese only)

ESG dialogue

(Reference) Stock offering roadshow

(Online)

25

64

14

10

40

10

14

49

101
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Establishing a Digital Platform That Brings Together
Company-Wide Knowledge

To steadily advance the electrification and intelligence of our products and services and our efforts
to address sustainability issues, it is essential to enhance operations on a company-wide basis. This
foundation lies in urgently renewing our core IT systems and establishing a digital platform that
connects business operations and data across the organization.

By centrally utilizing data dispersed across our businesses and regional sites, we are working to
maximize the value of data utilization across the company and to build a data-driven management
and operational model that seamlessly connects the value chain on a global scale. In particular, by
proactively introducing advanced technologies such as generative Al across the company, we aim to
significantly improve operational efficiency and create new value.

Three Business Values Aimed at Through the Digital Platform

In the business model centered on electrification and intelligence, and sustainability management,
data integration through digital technologies is indispensable. This includes building a comprehensive
value chain from production and procurement to secondary use and recycling focused on batteries, as
well as real-time decision-making on costs and profits. We are working on the evolution of the digital
platform to realize the further sophistication of our overall business operations.

In developing the above business model, we have clearly defined the three values we should

»oau

aim for: “customer value,” “product value,” and “social value.” To maximize these values, we are

proactively promoting the optimal utilization of business systems and data.

Customer Value: Providing Personalized Purchasing Experiences

To accurately meet the diversifying needs of each customer, we are undertaking sales operation
reforms utilizing digital technologies. We are working on new sales measures, such as distribution
of advertisements tailored to customer preferences, systems that individually display optimal
product information and recommendations on sales websites and emails, and interactive product
introductions using Al. We aim to fully roll them out from the Fiscal Years Ending March 31, 2026.

By providing more personalized purchasing experiences, we will further deepen our
relationships with customers to strengthen customer engagement.

Governance Related Data < >
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Product Value: Building a Global Common Infrastructure for SDV
(Software Defined Vehicle)

Honda is developing a digital infrastructure for next-generation SDV to maximize product value.

This infrastructure centrally integrates lifecycle data such as usage conditions and maintenance
history of individual vehicles after shipment, building a system that can continuously manage and
utilize data throughout the vehicle lifecycle. This enables continuous product evolution through
software updates and recommendations for solutions that lead to enhanced customer engagement,
aiming to maximize product lifetime value*.

In addition, we leverage accumulated data for management decisions, thereby improving the
speed and accuracy of decision-making and planning.

Honda will standardize this infrastructure globally and continue to gradually expand and
strengthen it.

*1 Lifetime value: The comprehensive economic value a product brings from vehicle delivery to end of vehicle life.

Social Value: Enhancing Visualization and Transparency of Environmental Data

Honda aims to maximize the value of environmental data by promoting the aggregation and
utilization of the data for the entire Group and on an individual product basis. From the Fiscal Years
Ended March 31, 2024, we entered a full-scale implementation phase and established a system to

Overview of Digital Platform

Customer Value ®Product Value Social Value
k Energy,
[ - Environment

_Gustomerljourneyﬁ
I Product!Journey ProductiPassportmmmmmms)

Services Digital Service Enhancement Lifecycle Business Creation
=0 b iem
) Software : Customer Journey Sustainability
Business Management EV Production Collaboration = - Regulatory Compliance
Systems Design and Development Production Sales Management
Leveraging Generative Al
Global Data Sharing Platform
Customer Axis Product Axis Environment/Axis
Proposals Tailored to s Honda Group Environmental
Customers Maximization of Pl"°d“Ct L]'(I'V Impact Disclosure
Utilization o .
Product Individual Corporate LCA
Specifications Vehicle Lifecycle Data )
Data
el =
e SWe) Product Environmental
Sw Appeal / Regulatory Compliance
Configuration LCA for One Vehicle
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accurately measure and disclose CO2 emissions from our corporate activities (Scopes 1 and 2)*2. As
internally controlled data that can withstand reasonable assurance, we have improved the accuracy
of disclosure in the Honda ESG Report 2025.

In addition, to respond to battery regulations advancing in Europe and the Digital Product
Passport*3, which enables verification of the reuse value of vehicles and parts (vehicle residual
value and resource residual value), we are working to establish an environment for the company-
wide utilization of lifecycle data, and are steadily building an environment for the cross-functional
utilization of information previously siloed within each division. We will continue to expand this
globally, further accelerating the creation of concrete achievements in environmental value.
Furthermore, the Digital Product Passport is an initiative designed for society-wide utilization, and
Honda contributes to the development of the Ouranos Ecosystem*4, which serves as its foundation.

Through this, we are standardizing data from business systems based on business processes in
our businesses and regions with a company-wide optimization perspective, and are building a
digital platform that supports the advancement of our global business models.

*2 Scope 1: CO2 emissions directly from corporate activities. Scope 2: CO2 emissions indirectly from energy use.

*3 Digital Product Passport: A system that digitally and centrally manages and shares information on product raw materials,
manufacturing processes, usage status, repair history, possibilities for reuse and recycling, etc.

*4 Ouranos Ecosystem: A public-private collaborative data platform aiming to realize cross-sectional data and system collaboration
across companies and industries, crossing national borders

Aiming to Realize a “Human-Centered Al Society”

To promote the innovative advancements brought about by Al and its safe and secure utilization,
Honda has formulated the Honda Al Basic Policies based on the Honda Philosophy. By aiming to
realize a human-centered Al society, we will build trust-based relationships with all stakeholders.
While ensuring alignment with policies, and laws and regulations in each region, we are promoting
the deployment of the basic policies as global Al basic policies.

Extensive Utilization of Generative Al in Business Activities

We are advancing the application of Al to our mobility products and services, such as automated
driving and autonomous driving technologies, as well as its utilization in various business operations
including development, production, and sales.

The utilization of generative Al is effective for improving such diverse business processes, and
we have formulated the Generative Al Utilization Guidelines to promote the safe and secure
utilization of Al. Regarding governance for the safe and secure application of rapidly evolving Al
technologies, we have collaborated with internal and external experts, including those in charge of
security and legal affairs, to establish a flexible system capable of implementing risk management
from the user’s perspective.

By utilizing Al technologies that have an impact on society, Honda will contribute to the creation
of new value.

Financial and
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Developing Digital Talent and Cultivating an Organizational Culture

Honda focuses on developing talent that supports the development of the digital area and
cultivating an organizational culture that accelerates transformation. Honda is conducting various
initiatives including the company-wide rollout of software education, the development of division
promotion leaders (Top Guns) who drive transformation in each division, and the introduction of the
Gen-Al Expert Program to utilize advanced Al technologies.

Members gathered through the Gen-Al Expert Program have produced advanced technologies
such as a multi-agent Al system, in which Al agents debate with each other, designed inspired by
Honda’s corporate culture of free, open-minded discussion called Waigaya, and a 3D model
generation Al, which can generate within minutes numerous 3D models that meet design
requirements such as design concepts, functions, and performance by proceeding with design work
while interacting with Al. Some of these achievements have been accepted and highly praised at
the official workshop of ICLR*5, an international conference in the Al field.

Furthermore, through initiatives such as the in-house DX community “Borders” and the in-
house DX event “Honda DX Expo,” we are working to cultivate a culture in which associates share
knowledge and voluntarily utilize digital technologies. Through these initiatives, Honda aims to
create further value in an environment where all associates, driven by their “dreams,” take on
challenges themselves and diverse knowledge and dreams interact with each other throughout the
organization.

*5 ICLR: International Conference on Learning Representations

Improving Structure for New Value Creation

To optimize the allocation of management resources for new value creation, we are also promoting
company-wide improvements in operational efficiency by utilizing digital technologies, including
generative Al. Through initiatives such as reducing routine and redundant tasks and standardizing
business processes, we have created an environment where associates can focus on more creative

and high value-added work, achieving an approximately 20% improvement in operational efficiency.

To Bring Surprise and Inspiration to Future Society

Even amid a turbulent business environment, we will further accelerate our corporate
transformation centered on the integration of digital technology and human capital, aiming for
sustainable growth and the creation of value in society. Driven by our “dreams,” we will continue to
take on global competition and remain a presence that brings new surprises and inspiration to the
future mobility society.
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