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Presentation

Moderator: Thank you very much for your participation in Sakai Chemical Industry Co., Ltd.'s Interim Financial
Briefing for the Fiscal Year Ending March 2021 while you are busy. We will now start the meeting.

This time, in order to prevent the spread of COVID-19, we have decided not to hold the event at the venue,
but rather to use a live streaming format. Today, Mr. Nakanishi, Managing Director of Investor Relations, will
first explain the overview of the interim financial results. After that, Mr. Yabe, President Representative
Director, will explain the performance forecast for the year ending March 2021. At the end of the meeting,
we will receive your questions.

So, Managing Director Nakanishi, please.
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Nakanishi: | am Nakanishi. First, | would like to provide an overview of the interim results for the fiscal year
ending March 2021 on a consolidated basis.

Net sales were JPY40.244 billion, a YoY decrease of JPY3.75 billion, or 8.5%. Operating income was JPY1.597
billion, a decrease of JPY251 million, or 13.6%. Ordinary income was JPY1.219 billion, a decrease of JPY686
million, or 36.0%. Profit attributable to owners of parent was JPY558 million, a decrease of JPY552 million, or
49.8%.

Although sales of organic chemicals and hygiene materials were firm, sales of titanium oxide, zinc products,
and resin additives were sluggish resulting in a decrease in sales. Operating income declined, because we were
unable to cover the increased depreciation burden in electronic materials, where we have been investing in
facilities, and due to an increase in fixed costs.

As a side note, in the period under review, JPY442 million of shutdown costs are recorded as non-operating
expenses. Therefore, we think it is close to the actual situation to make a YoY comparison through ordinary
profit.
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Next, | will explain sales and operating income by business division. We have been dividing our businesses
into the Chemicals Business, the Pharmaceuticals Business, and corporate expenses.

In the Chemical Business, net sales were JPY36.299 billion. Compared with the same period of the previous
fiscal year, sales decreased by JPY3.093 billion, or 7.9%. Operating income was JPY2.29 billion, a decrease of
JPY170 million, or 6.9%.

In the Medical Business, net sales were JPY3.945 billion, a YoY decrease of JPY657 million, or 14.3%. Operating
income was JPY242 million, down JPY221 million, or 47.7%.

We recorded corporate expenses of JPY936 million, which decreased compared to the same period of the
previous fiscal year. The total column is the same as the number | explained earlier, so | will skip it.
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Let me explain the Chemical Business sub-segments. First, electronic materials.

As described, sales of barium titanate, a dielectric material for multilayer ceramic capacitor, and high-purity
barium carbonate, a dielectric material, for automotive applications remained sluggish. But for 5G base
station and communications equipment for remote-work use remained strong. As a result, sales increased.

However, operating income declined due to an increase in the depreciation burden per unit as a result of
significantly underperforming the sales plan for the current fiscal year. Unfortunately, we posted an operating

loss.

On a YoY basis, net sales increased by JPY127 million. Operating income decreased by JPY302 million.
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Next is titanium oxide, and zinc products.

Sales of titanium oxide for gravure inks used in food packaging were firm, but sales for construction materials
and textiles were sluggish, resulting in a decrease in sales.

Sales and operating income of zinc products declined, reflecting a decline in sales of zinc oxide for tires due
to a decline in automotive production caused by COVID-19 crisis, and also due to a decline in zinc price quoted.

Sales and operating income of cosmetics materials’ ultra-fine titanium oxide and zinc oxide declined due to a
drop in demand for cosmetics and sunscreen, as a result of overseas urban blockage, self-restraint on outings,
and a drop in inbound tourists.

On a YoY basis, net sales decreased by JPY1.412 billion. Operating income increased JPY100 million. However,
as | mentioned earlier, we have posted a non-operating expense of JPY325 million for shutdown costs. In
reality, operating income decreased by JPY225 million.
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Next, let's look at resin additives.

Sales to the domestic market were sluggish across the board, including housing and automotive applications.
Both sales and operating income decreased.

Overseas, we have local subsidiaries in Thailand and Vietnam. Although sales for automobiles and wire
applications were sluggish, in Thailand, demand for pipes increased due to the national budget for drought
countermeasures, in Vietnam, sales expansion to local customers, both sales and operating income increased.

On a YoY basis, net sales decreased by JPY984 million. Operating income also decreased by JPY2 million.
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Next, let's look at hygiene materials.

Both sales and operating income increased due to steady sales of imported products, such as nonwoven fabric,
as a result of measures to prevent COVID-19 infections, as well as improved product yields at our film plant in
Indonesia, due to stabilized quality.

On a YoY basis, net sales increased by JPY562 million. Operating income also increased significantly by JPY125
million.
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Next is organic chemicals.

Thio products for concrete admixture increased, but those for plastics lenses declined as the impact of COVID-
19 began to appear. In addition, phosphate products for lubricant additives used in the manufacture of
automobiles and various parts were sluggish, both sales and operating income decreased.

On the other hand, in contract manufacturing of active pharmaceutical ingredients and intermediates, both
sales and operating income grew due to an increase in the volume of contract manufacturing of mainstay
intermediates and steady growth in multiple active pharmaceutical ingredients.

Consequently, net sales increased by JPY570 million YoY. Operating income increased by JPY146 million.
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Next, let's look at catalysts.

Sales of nickel catalysts, used in the hydrogen additive process for resins and other applications, were firm for
major customers.

NOx removal catalysts, used at thermal power plants and waste incineration facilities, decreased due to fewer
deliveries compared to the same period of the previous fiscal year, both sales and operating income
decreased..

On a YoY basis, sales decreased by JPY213 million. Operating income also decreased by JPY57 million.

10
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Let's look at contract manufacturing.

In processed pigments, sales and operating income decreased due to sluggish sales for automobiles and office
automation equipment.

In the process of firing, mixing, drying, etc., both sales and operating income decreased due to a decreased in
the number of highly profitable consigned products, as well as delays in the start-up of new projects caused
by limitations on-site prototyping caused by COVID-19 crisis.

On a YoY basis, sales decreased by JPY542 million. Operating income also decreased by JPY203 million.

These are the results of the Chemicals Business.

11
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Next, the Pharmaceuticals Business.

For barium contrast media, both sales and operating income decreased sharply due to the significant impact
of the suspension of operations at medical examination facilities during the COVID-19 crisis, as well as a drop
in exports, particularly to South Korea. Although, sales to the domestic market bottomed out in May.

For Alloid G, both sales and operating income declined due to the impact of drug price reductions, despite the
fact that the impact of COVID-19 was not significant.

For medical equipment, both sales and operating income declined due to a decline in sales of endoscopy
cleaning disintegrators, partly due to the effects of a decrease in the number of endoscopy testing and
operations, self-restraint in sales visits to hospitals, and a deterioration in business conditions at clinics due
to a decrease in outpatients.

Sales of over-the-counter drugs, including cold remedies such as Kaigen, remained unchanged from the same
period of the previous fiscal year as the temporary demand caused by COVID-19 has slowed down from May.

On a YoY basis, sales decreased by JPY657 million. Operating income decreased by JPY221 million.

12
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Next, | will explain the cash flows.

Although Profit attributable to owners of parent decreased, cash flows from operating activities increased
due to a decrease in accounts receivable and a reduction in inventories. The reduction in inventories is
presented as the positive figure of JPY873 million of others.

Next, in terms of cash flows from investing activities, expenditures increased due to the expansion of facilities,
such as electronic materials and cosmetics materials. The amount of expenditure for equipment was JPY5.118
billion, an increase of JPY833 million compared to the same period of the previous fiscal year.

This was compensated for by cash flow from financing activities of JPY1.836 billion, resulting in a negative
cash balance of JPY492 million at the end of the fiscal year.

That is all from me.

Moderator: Thank you very much. Now, President Yabe, please.

13
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Yabe: | am Yabe, President.

| will explain the earnings forecast for the fiscal year ending March 2021. As Mr. Nakanishi just explained, in
the first half of the year, demand for many of our products declined due to self-restraint on outings and
stagnation of economic activities. As a result, in the 2Q of the fiscal year ending March 2021, sales decreased
8.5% YoY, and operating income decreased 13.6%.

As stated in the financial results summary disclosed on November 9, the forecasts for the current fiscal year
are as follows. Net sales JPY80.9 billion, operating income JPY1.4 billion, ordinary income JPY900 million, and
profit attributable to owners of parent JPY1.4 billion, representing substantial decreases in both sales and
operating income.

In the second half of the year, in the Chemicals Business, organic chemicals and hygiene materials remained
steady with virtually no impact from COVID-19 crisis, and signs of recovery in automotive-oriented products
are appearing recently. However, conditions are expected to remain severe, particularly for cosmetics
materials. In the Pharmaceuticals Business, which has fallen sharply in first half of the year, particularly barium
examinations, we have been trying to turn around, but we believe that it will be difficult to offset the decline
in the first half of the year.

We have been working to reduce inventories from the first half of the year, mainly at Sakai Chemical itself. In
the second half of the year, we are working to further reduce inventories, and plan to reduce them by around
JPY2 billion by the end of March compared to the previous year. Accordingly, we will reduce inventories by
reducing operations, so we expect the cost to increase by about JPY600 million compared to the first half of
the year based on the difference in capacity utilization. However, we intend to focus on restoring our lean
constitution and prepare for a full-fledged turnaround in the future. In addition, as we have been making

14



strategic investments, depreciation is also expected to increase by about JPY200 million compared to the first
half of the year.

Until the 2Q, we have recorded shutdown costs of JPY442 million, mainly for the titanium oxide business.
Depending on sales conditions, we may suspend operations in the second half of the year as well. In addition
to the reduction of inventories mentioned earlier, we have been reviewing our asset holdings as part of our
efforts to ensure financial soundness, and we are proceeding with the sale of strategic stockholdings.

In this interim settlement, the amount of investment securities on the B/S has increased along with the
recovery of the stock market, but we have already sold 11 issues until the 2Q. Ultimately, we will list the
increase or decrease in the annual securities report, so please refer to it.
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This page shows changes in the Chemicals and Pharmaceuticals Businesses. In comparison, the decline in the
Chemical Business is large.
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As for the dielectric materials, which are related to high-purity barium carbonate, and the cosmetics materials,
we explained the enhancement of the facilities at the briefing about a year ago. Although the construction
work is proceeding almost as planned, there has been a change in the sales forecast, so | will explain it.

Firstly, as for the dielectric materials on the left side, the bar graph shows the capacity of the equipment, and
a line graph of the sales trend. The dotted line is the reviewed forecast. In the fiscal year ended March 2020,
sales dropped due to the effects of US-China trade frictions and other factors. The index has fallen from 167
in the previous year to 152.

Sales for 5G and other applications were firm in the first half of the year, overall sales increased only slightly,
we expect shipments to exceed those in the fiscal year ended March 31, 2019 in the most recent forecast. In
terms of the index, last year was 152, and we expect it to recover to 179.

Based on past trends, the shipment performance of our electronic materials field was expected to lag behind
by two to three quarters due to the performance of downstream companies. However, some product
customers seem to be securing inventories, in November we received a forecast of a rapid recovery. Taking
this into account, we now anticipate that the index will be around 179.

Nevertheless, compared to the original figure of 196, which we set out one year ago, this is still lower.
Compared with the figure at the time of the formulation of the medium-term management plan, we currently
forecast that the recovery will be delayed for about three years, or at least one year.

Next, in the cosmetics materials on the right side, again, the bar graph is the capacity of the equipment, and
the line graph is the sales trend. As you know, sales have grown significantly in recent years for sunscreen and
cosmetics. However, we believe that demand for inorganic materials will become tight due to restrictions on
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organic absorbents and other factors. Accordingly, we have taken steps to expand facilities in response to
requests from customers.

However, due to the spread of COVID-19, demand is currently declining due to the lockdowns abroad and
self-restraint on outings, resulting in fewer occasions to use cosmetics and sunscreen products. While it
depends on the impact of COVID-19 in Japan and abroad, we anticipate that it will take some time for demand
to recover due to such factors, as the normalization of mask wearing, and the uncertainty of recovery in
demand from inbound tourists in Japan.
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At the financial results briefing held in May this year, we disclosed forecasts for capital investment and
depreciation. However, we anticipate a change, as shown, due to the postponement of delivery dates for
some facilities and revision of plans. The upper table is the last announcement. The total capital investment
is expected to be lower by about JPY4 billion for five years compared with the initial forecast.
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Next, with regard to return to shareholders, our medium-term management plan targets a total return ratio
of 30% or more. For the year ending March 2021, we're extremely sorry, but we will reduce the distribution.
We plan to pay JPY30 per year, with interim dividend of JPY15 and year-end dividend of JPY15.

Finally, we see still no signs of the end of the COVID-19 pandemic and anticipate uncertainty over the future
to continue for some time. However, in the era of with COVID-19, and after COVID-19, and when people are
keenly aware of ESG, such as coexistence with the global environment, we are now working diligently to
provide a number of highly functional materials that meet the needs of society. Although the scale of our sales
is by no means large, we would like to make it the foundation for our next growth. We look forward to your
continued support.

Thank you for your attention.
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Question & Answer

Moderator: Thank you very much. Now, we will move on to the question and answer session.

Questioner 1: Thank you in advance. | would like to ask two questions.

First, | would like to ask about the performance outlook of the second half of the year on page 17.

I'd like to ask why you forecast a deficit of JPY200 million in the second half of the year. You said that you will
reduce inventories in the second half of the year. Please tell us what kind of inventory will be reduced.
Furthermore, | think the shutdown costs will amount to about JPY400 million in the second half of the year.
Let's confirm whether this is already factored in the current earnings forecast.

Yabe: The adjustments of operations are mainly for the titanium oxide and the barium product at the
Onahama Manufacturing Site.

Questioner 1: Can | understand that those are already included in the earnings forecast?

Yabe: Yes. Fixed costs due to operating adjustments will be about JPY600 million. This has already been
included.

Questioner 1: JPY600 million in the second half of the year?
Yabe: Yes. In the first half of the year, those costs were JPY450 million.

Questioner 1: You will post those costs of JPY600 million in the second half of the year. Does it mean that
those costs will be a factor in raising operating income?

Yabe: For the second half of the year, those costs are factored in operating income. In the first half of the year,
those are included in non-operating expenses.

Questioner 1: Do you mean that for the second half of the year the JPY600 million is included in operating
income?

Yabe: Yes.

Questioner 1: Understood. The reduction in inventory will be implemented for titanium oxide and barium
products?

Yabe: Yes.

Questioner 1: Understood. Based on this, operating income in the first half of the year was JPY1.6 billion, and
you forecast an operating loss of JPY200 million in the second half of the year, a decrease of JPY1.8 billion.
Does it consist of an increase of JPY600 million in fixed costs, resulting from a reduction in inventories, the
shutdown costs of JPY600 million, and an increase of depreciation expenses of JPY200 million?

Yabe: To reorganize again, in the first half of the year, shutdown costs of JPY450 million have incurred, which
we included in non-operating expenses. In the second half of the year, the fixed costs are expected to rise by
about JPY600 million because of the shutdown, which are included in operating income. So, there is already
a difference of JPY1.05 billion. In addition, the amount of depreciation of JPY200 million is added for the first
to second half.

In addition, the performance of KATAYAMA SEIYAKUSYO CO., LTD., an affiliated company that manufactures
pharmaceutical intermediates, is biased toward the first half of the year, and there is a difference of about
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JPY250 million. We also expect that in the second half of the year the result of KAIGEN PHARMA CO., LTD. will
be worse than in first half of the year by more than JPY100 million.

Questioner 1: Understood. | think the shutdown costs will be probably JPY600 million. On the other hand,
there may be products that grow, such as the high-purity barium carbonate. Even if you think about such
benefits, do you think that the deficit in the second half of the year is realistic?

Yabe: Yes. Sales of high-purity barium carbonate is better compared with that when we disclosed the the
financial results summary in November. However, sales of cosmetic materials are slightly below our
expectations at the time. We currently think that those will be almost offset.

Questioner 1: So, is the deficit realistic?

Yabe: There are some products that have been recovered than our initial forecast. Depending on how far
those products will recover, the suspension of operations will also be impacted, so it is difficult to say clearly
now.

Questioner 1: Understood. The second question is about the dielectric materials on page 19.

As just described here, the index was 152 last year and 179 this year. Other than this, regarding dielectric itself
and other things, please let me know the results in the first half of the year and the forecast for the full year
and the next year onwards.

Yabe: In the fiscal year ended March 2019, total sales were about JPY9.0 billion, and around JPY8.5 billion in
the last fiscal year. This fiscal year, sales will be about JPY9.2 billion to JPY9.3 billion.

Questioner 1: | think they grow by about 7% to 8% YoY. If that happens, are sales of the dielectric itself and
others expected to decrease YoY this year?

Yabe: We thought so, but as they are recovering a little, | think it will be about the same.
Questioner 1: | see. Also, how do you expect for the next fiscal year onwards?

Yabe: From the next fiscal year onwards, if the last fiscal year is set at 100, we expect it to be around 120 as
a whole.

Questioner 1: If so, as | think the dielectric materials will probably grow by about 20%, do you mean the
dielectric itself or others will also grow by about 20%?

Yabe: Yes.

Questioner 1: Understood. Finally, in regard to the dielectric materials, while you originally forecast it at 268
in the next fiscal year, you revised it to 217. The gap will be larger in the next fiscal year than in the current
fiscal year. Is there any factor other than delays?

Yabe: We currently analyze that there were overlaps at our customers. Many companies are in the same
market, and we make deals with many customers. We have been receiving forecasts from those companies.
| think that there has been some overlaps.

Questioner 1: Can | understand that the figure of 217 for the next fiscal year includes forecasts from
customers?

Yabe: Yes.
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Questioner 1: Understood. Thank you very much.
Moderator: Thank you. Next, please tell us your questions.

Questioner 2: Just one question. You said that there is usually a delay from downstream recovery by about
two to three quarters, however demand has been recovering suddenly since around November. Do you
recognize that your business is recovering ahead of the downstream recovery this time? | assume that stock
at customers is a factor. Could you tell us how you perceive the differences from the past?

Yabe: This is the first time we experience such a big shock, so it's quite difficult to guess, | imagine that
customers might have reduced their inventory considerably. As the market recovered, we guess customers
began to secure inventories, and the demand is recovering.

Questioner 2: Is it related to the fact that the productions at customers have stopped due to lockdowns?
Yabe: We haven't heard of such lockdowns from our direct customers, so | think this is not the case.
Questioner 2: Under similar circumstances, what is the case for dielectrics now?

Yabe: Dielectrics also have been considerably sluggish for automotive-related use, but they are slightly
recovering.

Questioner 2: Is the movement not so sharp as that for the dielectric materials in the beginning of this
autumn?

Yabe: No, not so much.

Questioner 2: When did the recovery of the dielectrics begin?
Yabe: It was really in these days for us.

Questioner 2: Around October and November?

Yabe: Yes.

Questioner 2: Yes. Understood. Thank you very much.

Moderator: Thank you very much. | will now read out the questions we received in the Q&A.

If forecasts are correct regarding the production capacity of cosmetic materials, a large gap between supply
and demand is likely to occur. | believe that this will lead to the fear of price collapse. What is your view on
the future supply and demand? Don't you think that you should further adjust your capital investment plan?

Yabe: We process surface in a way that is suitable for a variety of customers. So, | think that even if there is a
drop in demand and extra supply, it cannot be easily replaced. However, it is becoming increasingly difficult
to determine whether the new and expanded facilities will move properly. Therefore, we are currently
considering the best way to conduct operations in the future.

Moderator: Thank you very much. We responded to the questions written earlier. Do you have any questions?

Yabe: Regarding about the gap of the graph, | think that one thing is that customers had seen larger growth
in automobiles. However, it has not grown so much so far. In the future, we expect demand for automobiles
to increase considerably due to EV and automated driving.
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Moderator: Now that there seems to be no other questions, we will close this question and answer session.

We will conclude the briefing on the interim financial results of Sakai Chemical Industry Co., Ltd.
Thank you very much for joining us today.

Yabe: Thank you very much.
Moderator: Thank you.

[END]

Document Notes

1. Portions of the document where the audio is unclear are marked with [Inaudible].
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD].
3. This document has been translated by SCRIPTS Asia.
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Disclaimer

Sakai Chemical Industry reserves the right to edit or modify, at its sole discretion and at any time, the contents
of this document and any related materials, and in such case Sakai Chemical Industry shall have no obligation
to provide notification of such edits or modifications to any party. This event transcript is based on sources
Sakai Chemical Industry believes to be reliable, but the accuracy of this transcript is not guaranteed by us and
this transcript does not purport to be a complete or error-free statement or summary of the available data.
Accordingly, Sakai Chemical Industry does not warrant, endorse or guarantee the completeness, accuracy,
integrity, or timeliness of the information contained in this event transcript. This event transcript is published
solely for information purposes, and is not to be construed as financial or other advice or as an offer to sell or
the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal.

In the public meetings and conference calls, upon which Sakai Chemical Industry’s event transcripts are based,
companies may make projections or other forward-looking statements regarding a variety of matters. Such
forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual
results may differ materially from those stated in any forward-looking statement based on a number of
important factors and risks, which are more specifically identified in the applicable company’s most recent
public securities filings. Although the companies may indicate and believe that the assumptions underlying
the forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate
or incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SAKAI CHEMICAL INDUSTRY ENDEAVORS TO PROVIDE
ACCURATE TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
TRANSCRIPTIONS. IN NO WAY DOES SAKAI CHEMICAL INDUSTRY ASSUME ANY RESPONSIBILITY FOR ANY
INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT TRANSCRIPT OR OTHER
CONTENT PROVIDED BY SAKAI CHEMICAL INDUSTRY. USERS ARE ADVISED TO REVIEW THE APPLICABLE
COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS. THIS
EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SAKAI CHEMICAL INDUSTRY DISCLAIMS ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of Sakai Chemical Industry’s content (including event transcript content) or any part thereof may be
modified, reproduced or distributed in any form by any means, or stored in a database or retrieval system,
without the prior written permission of Sakai Chemical Industry. Sakai Chemical Industry’s content may not
be used for any unlawful or unauthorized purposes.

The content of this document may be edited or revised by Sakai Chemical Industry at any time without notice.
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