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Presentation 

 

Moderator: Now it is time to start Sakai Chemical Industry Co., Ltd.’s financial results briefing. This briefing 
will be a hybrid of on-site and live-streamed sessions. 

First, I would like to introduce two speakers from the Company. Mr. Toshiyuki Yagura, President 
Representative Director. Mr. Atsuya Nakanishi, Senior Managing Director. 

Today, President Yagura is going to give a presentation. After the presentation, there will be time for a 
question-and-answer session for the audience at the venue. Afterwards, we will take questions from those 
who are participating online for as long as time permits. 

Well then, Mr. Yagura, please go ahead. 

Yagura: We have acrylic panels, so I will remove my mask. 

Once again, I am Yagura, President. This is my first time to speak at this type of event. Thank you. 

Five months have already passed since I took office in June. Since then, we have been accelerating our efforts 
to address the many issues we are currently facing. 

As we have already announced, H1 has not been good. Mr. Nakanishi, in charge of IR, will explain the details 
later. 

As you can see, today’s contents are as follows. I will be in charge of this topic and Nakanishi will explain topics 
two through five. 

Now, we will begin the presentation. I would like to reiterate our business activities under the title of Review 
of Business Performance and Challenges. 

Here we will discuss how our business is doing now, how our efforts to date are bearing fruit, what we have 
improved, and what issues we have. 
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Now, please see the slide. Operating income for FY2021 crossed the JPY4 billion barrier. Here is a graph 
showing this. 

The blue bars show operating income by fiscal year. From FY2014 to FY2020, the blue bars have remained 
almost flat. 

But look at FY2021, which is circled by the dotted line. Operating income was roughly JPY7.5 billion, and the 
operating margin, shown in the red line graph, exceeded 9%. I will now explain how this happened. 
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Here is a breakdown of the growth in operating income for FY2021. 

First, on the far left, JPY4.3 billion in gray. This is the average operating income for the seven-year period from 
FY2014 to FY2020. With this as a launching pad, we have achieved JPY7.5 billion, with growth in the growth 
businesses, the stable businesses, and the efficiency study businesses. 

Let’s take a look at the breakdown. First, the JPY880 million in blue represents the increase in the growth 
business. This corresponds to electronic materials/cosmetics materials as shown in item one with an asterisk. 

The green portion to the right of this amount, JPY1.02 billion, is the increase in the stable business. Organic 
chemicals/contract processing/hygienic products fall under this category. 

We believe that the possibility of a large downward swing in the future is small for this blue and green JPY2 
billion increase. 

Lastly, approximately JPY1.1 billion in orange is for the efficiency study business. Titanium dioxide, zinc 
oxide/plastic additives, etc. fall under this category. What makes this business unique is its deep penetration 
into a wide range of industries. Therefore, growth will be linked to the domestic economy. On the other hand, 
there is a weakness in that it is not expected to grow independently of the economy. Therefore, securing 
profit is an issue and it is positioned as an efficiency study business. 
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The following is an introduction to each of our major businesses. 

First is the electronic materials business. This is one of our growth businesses and consists mainly of dielectrics 
and dielectric materials for monolithic ceramic capacitors. Our sales of electronic materials have grown along 
with the growth of the semiconductor and capacitor markets. 

Let’s take a closer look at the graph. The blue bars on the left side show the global shipment value of capacitors. 
To the right of it, the green bars show the size of the global semiconductor market. The red line shows our 
electronic materials sales. 

Compare the blue and green bar graphs. The movement is almost the same. Our electronic materials are 
generally growing steadily in line with the size of the market. However, we are forecasting sluggish growth in 
FY2022. 

This time, it is particularly noticeable in consumer applications. Uncertainty about inflation and the economic 
outlook has reduced the desire to purchase smartphones and computers. Also, the Chinese market is cooling 
down due to the Chinese lockdown. These factors have led to a slowdown in orders for capacitors. 

However, we see growth potential for the future. This is because the market is expected to grow further in 
the future as more capacitors are used in the spread of electric vehicles, the evolution of automated driving 
technology, and the advancement of metaverse and DX with faster communication speeds. 
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This slide shows the operating income of electronic materials in chronological order. This graph shows that 
the uncertainty in electronic materials was dispelled in FY2021. 

The blue bar graph shows the amount of operating income and the red line graph shows the operating margin. 
I told you that the sales shown on the previous slide were generally favorable, but the operating income here 
is clearly not moving in the right direction. Let me explain why this happened. 

Please see the graph from left to right. From FY2014 to FY2017, the Company made relatively steady progress. 
However, we can see a significant downturn in the three-year period from 2018 to 2020, circled by the green 
dotted line. Why is that? The reasons for this vary from year to year. 

First, in 2018, there were delays in the development of dielectric high-end products. Profitability deteriorated 
due to the inability to create new products amid the intense turnover in the pursuit of performance. 

Next is 2019. Amortization of the capital investment made to grow dielectric materials begun. This further 
worsened profit margins. However, this was factored in from the beginning. 

In FY2020, it was even worse. Telework became widespread due to COVID-19. I am sure it was the same at 
your companies. So the sales volume of PCs and WiFi devices for general household use increased rapidly, and 
sales of our own materials increased as well. However, the profit margin conversely deteriorated due to an 
increase in shipments, mainly of general-purpose grade products with low profit margins. 
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Thus, during the past three years, sales of low-margin graded products have only increased and high-profit 
products have not been nurtured. Depreciation associated with capital expenditures increased. All of these 
factors combined to cause a significant decline in profit margins. 

But look at FY2021. As the yellow arrow indicates, operating income improved significantly and quickly. There 
are three reasons for this, which are described here. The recovery of the world economy has increased 
demand, and the factory utilization rate of dielectric materials has improved. Sales of high-margin products 
increased, and price adjustments also bore fruit, resulting in an improved product mix. Also, mass production 
and sales of new high-end products began. Those three factors are the reasons. 

So what will happen in the future? The red dotted line is the forecast for the current FY2022. As explained in 
the sales trend, we expect sales to decline this fiscal year due to an adjustment phase, but we expect the 
related market to grow in the medium to long term. We have already made the necessary capital investments 
that we made during the difficult times, and we have the capacity to increase production. We believe that 
both sales and profit will grow significantly in the future. 

 

Next is cosmetics materials. This slide shows that sales of cosmetic materials have grown along with the 
domestic sunscreen market. 

First, the orange bar graph shows the overall sales of sunscreen cosmetics in the domestic market. The blue 
line graph shows sales of our products. You can see that the bar and line graphs show similar movements. 
Thus, sales of our products have been closely tied to domestic market conditions for sunscreen cosmetics. 
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We plan to grow significantly after COVID-19 on the back of the following three factors as written here. The 
first is the easing of restrictions on going out, the second is the recovery of inbound demand, and the third is 
the expansion of the replacement of organic sunscreens with inorganic sunscreens. I am sure that the first 
two will make sense to you, but the third may be difficult to understand, so I will explain it a little. 

There are actually two types of sunscreen: organic and inorganic. Currently, organic systems are 
overwhelmingly used because of their low price, transparency, and ease of handling. However, organic 
sunscreens have a certain weakness when considering the environment. 

That is, if you wear organic sunscreen and go into the ocean, of course, the sunscreen will dissolve to some 
extent in the seawater. Then a theory emerged that the dissolved components were responsible for the 
bleaching of coral reefs. For this reason, Hawaii, the US, banned the sale of sunscreen products containing 
certain organic substances from January 2021. This move is a tailwind for our company, which is involved in 
inorganic sunscreens. We look forward to the expansion of demand for the replacement of organic systems 
with inorganic systems in the future. 

 

So what was the profit from cosmetics materials? As shown in the graph here, operating income for cosmetic 
materials declined due to COVID-19, but is on a recovery trend going forward. 

Here, the red bar graph shows the amount of operating income. The blue line graph is the operating margin. 
On the left side of the screen, FY2014 and FY2015, there was a deficit. However, since then, as a result of sales 
expansion efforts, the utilization rate has increased and the Company has been profitable since FY2016. 
Subsequently, from FY2017 to FY2019, profit increased, driven by inbound demand. 
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With a view to further business expansion, we executed expansion investments. And just as we were about 
to take an even bigger leap forward, we were hit with COVID-19. Inbound demand declined sharply. See the 
red bar graph for FY2020 and FY2021. The business performance deteriorated significantly. Equipment that 
had been invested in had to be written down before depreciation could even begin. 

Meanwhile, see the green box on the right. This is the outlook for the future, including the current fiscal year. 
Along with the mood of deregulation, the number of people going out is increasing. We expect a recovery in 
demand for sunscreens and a significant increase in earnings. 

 

Next, we will introduce organic chemicals/contract processing/hygienic products, which are positioned as our 
stable business. 

First, let met briefly explain our business activities. The top of the slide is organic chemicals. As shown in the 
illustration, there are two major uses for this product. First, additives for plastic lenses for eyeglasses. It 
functions to increase the refractive index of thin lenses, while it is also used in admixtures used to mix and 
make concrete. We are the only manufacturer in this field in Japan. There are only a few companies in the 
world that can provide high quality products. 

The other is active pharmaceutical ingredients and intermediates. As a slight supplement, the active 
ingredients in a drug are called the active pharmaceutical ingredients, and the intermediate is the state of the 
drug before it becomes the active ingredient. All of these organic chemicals are subject to a business that is 
not easily affected by COVID-19 or the economy. 
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And then there is the contract processing business in the middle of the slide. This is a product that makes use 
of our special production technology and equipment, including firing and mixing. Due to confidentiality 
obligations, I cannot go into detail, but we are certainly growing into a profitable business. 

And finally, below that, hygienic products. This is the manufacture of breathable films and sales of non-woven 
fabrics for diapers and sanitary products. There is a steady demand for these products along with the aging of 
the population and the development of emerging economies. 

These three businesses are positioned as businesses that can secure stable sales and profit. 

 

Let us now look at the operating income of these three businesses. You can see that the profit of these three 
businesses has entered into stable territory. 

The tri-color bar graph shows the amount of operating income for each business. Red shows operating income 
from organic chemicals, blue shows operating income from contract processing, and green shows operating 
income from hygienic products. The blue line graph shows the operating margin for the three businesses. 

See FY2021 slightly right of the center. The operating margin exceeds 15%. Active pharmaceutical ingredients 
and intermediates are highly profitable, and orders are confirmed for several years to come. In addition to 
this, additives for plastic lenses have succeeded in improving yield and raising profit margins. 

As a result, we have been able to maintain a relatively high profit level even during COVID-19 and have grown 
into a strong business. For further growth, we are particularly focusing on expanding our organic chemicals. 
Specifically, we aim to evolve from a CMO that only accepts contracts for active pharmaceutical ingredients 
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and intermediates to a CDMO that also handles development on behalf of clients. In addition, we will consider 
increasing production capacity for plastic lens additives. 

 

Next, we move on to the description of the efficiency study business. We believe that cost reduction and 
efficient production are the keys to success for titanium dioxide and zinc products/plastic additives. 

Titanium dioxide is a white pigment used in a wide range of applications, including paints, inks, synthetic resins, 
and fibers. Zinc products are zinc oxide used to harden rubber, mostly for automotive tires. Plastic additives 
are additives used in the molding and processing of vinyl chloride resin, and are used in pipes and construction 
materials. 

These products are used in a very wide variety of fields, mainly in the domestic market. As a result, sales have 
kept pace with the domestic economy. As this graph shows, our operating profit margin is not very high, so 
we believe that cost reduction and efficient production are key. 

So what are we going to do in the future? In all of our businesses, raw materials and fuels have been rising in 
price against the backdrop of the weak yen, and we are currently working to overcome this situation by 
correcting prices. We will continue to expand the ratio of high value-added products and to liquidate low-
profit products. By doing so, we will reduce the downward swing in operating income even during a domestic 
economic recession and create a structure that will allow us to earn stable profits. 
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Let me show you an example. First, this is plastic additives. In particular, we are focusing on expanding sales 
of plastic additives, with Southeast Asia as our target market. 

This graph shows the total sales of both subsidiaries in Thailand and Vietnam. I think you can see that we are 
steadily growing, little by little. And we expect this growth to continue. 

In this Southeast Asian area, infrastructure is steadily being developed, including the installation of water and 
sewage systems, irrigation facilities, and the construction of large buildings. Accordingly, demand for PVC 
piping and other products is expected to grow. 

In addition, due to safety and environmental considerations, Thailand, like Japan, has revised its law so that 
PVC pipes used for water supply do not contain lead, and we are convinced that this trend is spreading to 
Vietnam as well, while we are developing our business. This is a great tailwind for our company, which has a 
strength in non-lead stabilizers. We will focus on sales to take advantage of this opportunity. 
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The second is the catalyst business. There is an urgent need to rebuild the profit-generating capacity. 

The catalysts business has two main products: nickel catalyst and deNOx catalysts. Nickel catalyst is a catalyst 
used for hydrogenation in the production of hot bond and transparent film resins. DeNOx catalysts are 
environmental catalysts installed in thermal power plants and waste incineration plants to remove nitrogen 
oxides generated from combustion products. 

Please look at the graph. This graph shows changes in operating income for the catalysts business, which is a 
combination of these. The red bar graph shows operating income and the blue line graph shows the operating 
margin. As you can see, there is a strong increase or decrease from year to year, something that has not been 
seen in previous graphs. It is very unstable. 

There are two factors that contribute to this. One reason is that nickel catalyst, despite capital investment, 
has not shipped as planned and have been stagnant due to continued low capacity utilization. The other is 
deNOx catalysts. The business is completely made-to-order, and operations are not stable due to fluctuating 
demand. In the most recent fiscal year, FY2021, operating income was solid, but this was due to the strong 
performance of deNOx catalysts. Profit has been secured. 

So what can we do to further improve efficiency? We are considering withdrawing from low-profit products. 
We have actually started working toward that. We are already planning to withdraw from nickel catalyst 
products for food use, such as those used in resin processing of margarine and chocolate, by the end of this 
fiscal year. In addition, the Company is considering consolidating its production facilities for nickel catalyst for 
hydrogenated resins in order to improve capital efficiency. 
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At the same time, we will also nurture new pillars. Specifically, catalysts that contribute to carbon recycling. 
As with our existing deNOx catalysts, we are working on the preservation of the global environment as a major 
theme. 

 

Finally, we have the medical business. This business has been greatly affected by ongoing drug price 
reductions and the impact of COVID-19. 

The red bar graph shows the amount of operating income and the green line graph shows the operating 
margin. There were significant changes before and after COVID-19, separated by the dotted line. 

First, look at the graph on the left which shows the status before COVID-19. The two main pillars of this 
business have traditionally been barium contrast media and gastrointestinal ulcer agents. Before COVID-19, 
the situation was very difficult due to drug price reductions and the spread of generics. Operating income 
from FY2014 through FY2016 continued to fall all the way down. 

However, profit recovered from FY2017 to FY2019, due in part to the withdrawal of competing generics and 
the growth of new businesses, such as endoscope cleaning equipment and the testing business. 

Then look at the right side of the graph, after COVID-19. Profits deteriorated again as we entered the COVID-
19 period. Sales of barium contrast media decreased due to ongoing drug price reductions as well as 
postponement of regular medical checkups. The voluntary restraint of sales activities to medical institutions 
led to a decline in sales of medical equipment, and above all, the slump of home remedies due to the 
prevention of colds by wearing masks, washing hands, and gargling. The situation remains unfavorable. 
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In order to overcome such a situation, we will focus on new businesses that are less susceptible to drug price 
reductions and generics. Specifically, this includes the supplement business, the expansion of the application 
area of endoscope cleaners to otolaryngology and other fields, and the establishment of new medical 
equipment systems. 

This concludes our review of our business performance and our discussion of the future. 

 

Finally, I would like to discuss two issues for which we have received a lot of feedback from our investors. 

The first is about revising the business portfolio. These questions are still being asked. We have begun to 
review our business portfolio to achieve a more profitable product mix. I have talked about various things as 
for existing businesses, and I think I talked about those topics in the past. 

Specifically, we are vigorously leveraging low-profit products by correcting prices and integrating or 
discontinuing current products. We will do it thoroughly, although it involves the risk of losing market share. 

Next, we will discuss the positioning of the medical business. Until now, we have often been asked by investors 
about the significance of the medical business in our group. We supply active pharmaceutical ingredients for 
bulk barium contrast media to our subsidiary, Kaigen Pharma, and we have a deep supply chain relationship 
with the company. 

Pharmaceuticals have a very heavy social responsibility to provide a stable supply, a relationship that cannot 
be easily severed. Kaigen Pharma is the only company in our group that offers a full lineup of BtoC products. 
For our group, which is developing its business with a focus on BtoB materials, they are also valuable in 
expanding our business downstream. 
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Finally, there is the significance of having a pharmaceutical manufacturing plant that requires strict 
management standards for the Group. In the future, chemical products will require even stricter quality 
control, and businesses that can comply with this will grow. The businesses of electronic materials and 
cosmetics materials, which we have positioned as growth businesses, will handle more delicate advanced 
materials in the future, and we believe that we can serve as a model for them. 

In light of the above, we intend to retain the medical business as a valuable asset and use it to brush up our 
high value-added business as well as to expand our business. 

This concludes my presentation. Thank you. 

Mr. Nakanishi will now explain the current business performance. 

 

Nakanishi: I’m Nakanishi. I am in charge of IR. Thank you for your cooperation. 

First of all, the key points of the current business results and Q2 are as shown here. The financial results for 
this interim period and for the current fiscal year, as well as for the full fiscal year, have been very challenging 
compared to the previous period. 
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As you can see, operating income decreased by 25% to JPY1.089 billion, a significant YoY decrease, while net 
sales increased by 7%. Ordinary income decreased by 16.7%, and net income attributable to owners of the 
parent was JPY2.871 billion, a decrease of JPY309 million YoY. Operating income and below decreased by 9.7%, 
despite some recovery due to foreign exchange gains and other factors. 
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I will now explain the factors behind the YoY increase or decrease in operating income. 

First of all, the amount of JPY4.356 billion in the previous fiscal year was the launching pad, which 
unfortunately dropped to JPY3.267 billion. As you can see, first of all, we achieved an increase of over JPY5.6 
billion due to the effect of price increases. However, the negative effect of the increase in raw materials and 
fuels was JPY5.8 billion, which canceled out the effect of this increase in profit. This is largely due to soaring 
prices of raw materials and fuels, as well as the impact of the yen’s depreciation, since the majority of raw 
materials are imported. 

Other major factors contributing to the decline in profit include increases in labor costs and contracted work 
costs. The increase in employee wages, as well as the increase in bonuses for subsidiaries and affiliates due 
to favorable performance in the previous fiscal year, and bonuses to directors and corporate auditors had a 
significant impact. 

As for the other JPY680 million, JPY352 million is the factor of the contracted subsidiary for active 
pharmaceutical ingredients and intermediates. Compared to the previous fiscal year, when orders were 
extremely concentrated in H1, profit decreased significantly. 
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Next, I will explain the trends in sales and operating income by segment. 

Sales in the chemicals segment increased by 7.7%, while operating income unfortunately decreased by 18.4%. 
The increase in sales and decrease in profit for the entire company is almost entirely due to the chemicals 
business. 

Sales in the medical business remained almost unchanged, but increased slightly by 0.6%, and profit increased 
by 3.3%. 

Expenses for the headquarters increased by JPY158 million to JPY1.136 billion. This increased slightly. As I 
mentioned earlier, there was an increase in personnel expenses and travel and transportation expenses. 
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Next is the balance sheet. 

The biggest factor on the balance sheet is the JPY5.1 billion increase in inventories, as shown here. The main 
reason is the increase in the unit price of raw materials for products due to price hikes and the yen 
depreciation. In addition, the Company intentionally built up inventories to avoid the risk of supply chain 
disruptions, especially for imported raw materials, and the recent economic downturn has caused a sharp 
decline in sales. In response, some current liabilities, such as accounts payable and short-term loans payable, 
have also increased. 

However, the equity ratio was 63.6%, maintaining the same level as the previous year. 
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Next, cash flow. 

As I just explained, there was a significant decrease in operating cash flow due to an increase in inventories. 
As a result, operating cash flow was negative by more than JPY4.2 billion compared to the same period last 
year. 

Next, in the area of capital expenditures, investment cash flow decreased significantly due to the curbing of 
large capital expenditures. As a result, free cash flow decreased by more than JPY1.7 billion YoY due to the 
large increase in inventories here, and unfortunately, free cash flow was negative in this interim period. 
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Next, we will move on to an explanation by sub-segment. 

First, electronic materials. 

Sales declined sharply in Q2 after a strong performance in Q1. The lockdown in China has had a significant 
impact on smartphones and consumer applications. Sales of grades that are considered to be used for 
automotive applications are firm. As a result, this segment saw a large decrease in both sales and income, as 
shown here. 

However, although the operating profit margin declined slightly to 15.2%, it still remains high. 
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Next, titanium dioxide and zinc products. 

As President Yagura explained earlier, this sub-segment includes cosmetics materials. In the cosmetics 
materials, sales and profits increased in H1, as the business is getting over the impact of COVID-19. In 
particular, operating income was up more than 107% YoY. 

As for titanium dioxide, sales increased due to the penetration of price revision, but income decreased due to 
cost increase caused by soaring raw materials and fuel prices. For zinc products, sales and income increased 
as zinc quotation prices continued to rise and demand remained strong. 

Profit increased for the sub-segment. Cosmetics materials drove this segment. 
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Next, plastic additives. 

In plastic additives, domestic demand remained strong for vinyl chloride stabilizers for industrial plates for IT-
related equipment, but unfortunately, demand for housing and automotive applications remained sluggish. 
Price revisions have penetrated the market and sales have increased significantly, but unfortunately, the 
higher cost of raw materials and fuels has exceeded this increase, resulting in a significant decrease in profit. 
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Next, hygienic products. 

Sales of hygienic products were firm, but profitability deteriorated significantly due to soaring raw materials 
and fuel prices, as well as soaring export freight costs from our Indonesian subsidiary, which produces hygienic 
materials. Unfortunately, compared to the same period of the previous year, sales increased and profit 
decreased. 



 
 

Q2 FINANCIAL RESULTS BRIEFING FOR THE FISCAL YEAR ENDING MARCH 2023     SAKAI CHEMICAL 
INDUSTRY CO., LTD. 

 

 

Next, organic chemicals. 

In the contract manufacturing of active pharmaceutical ingredients and intermediates, sales of mainstay 
intermediates were strong, but there were no shipments of highly profitable active pharmaceutical 
ingredients in H1 although there were in H1 of the previous fiscal year, resulting in lower sales and profit 
compared to the same period last year. However, we plan to recover for the full year. 

Thio products, mainly for plastic lenses, performed well. Although we were hit by high raw materials and fuel 
prices, we achieved an increase in both sales and income through price revisions. 

The sub-segment results in lower sales and profit are due to the special factors I mentioned earlier compared 
to the same period of the previous year. We plan to recover for the full year. The operating margin, as shown 
here, declined slightly, but remains high at 21.4%. 
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Next, catalysts. 

Regarding nickel catalyst, sales and income increased due to higher nickel market prices and price revisions, 
which led to higher unit sales prices. As for deNOx catalysts, sales and income increased due to the 
contribution of a large project for China in the current period. As a result, sales and profit increased for the 
sub-segment. Profit margins have remained mostly unchanged. 
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Next is contract processing. 

Processed pigments were affected by the lockdown in China and stagnated mainly in automotive applications. 
In the contract processing, the highly profitable projects that had driven past performance have slowed down, 
resulting in an unfortunate decline in sales and a significant decrease in profit for the sub-segment. 
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Finally, we have the medical business. 

Although drug price reductions and OTC products such as Kaigen caused unfavorable results, this was more 
than offset by strong sales of barium contrast media exports, medical device-related products, and products 
for cosmetic medical institutions such as drinkable sunscreens. 
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Next is the forecast for the current fiscal year. 

As disclosed in the earnings announcement on November 9, we maintained our previous forecast of JPY85 
billion in net sales for the current fiscal year, but unfortunately, we revised our operating income forecast 
downward by JPY1.5 billion to JPY5.5 billion from the initial forecast of JPY7 billion. 

Below, ordinary income has been revised downward from JPY7.1 billion to JPY5.8 billion and net income 
attributable to owners of the parent has been revised to JPY4.2 billion. 

Next is a comparison of H1 and H2. Comparing H1 with H2, we forecast a slight decrease in net sales and a 
31.7% decrease in operating income. Net income attributable to owners of the parent decreases by 53.7%. 

The reason for the larger decrease in ordinary income compared to the decrease in operating income is that 
foreign exchange gains and insurance income, which were recorded in H1, are not expected in H2. The sharp 
rise in raw materials and fuel prices, taking into account foreign exchange factors, has penetrated into 
inventory unit prices, and sluggish demand for electronic materials and other products has led to a decline in 
sales volume. This is the main reason for the slowdown in price correction. 
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The changes in operating income from the initial forecast for each sub-segment are shown here. 

Among titanium dioxide and zinc products, cosmetics materials are expected to be strong in the demand 
season, and organic chemicals are also expected to turn to positive growth compared to the initial forecast, 
supported by firm demand. 

However, in the electronic materials segment, the slump in sales that began in Q2 is expected to continue 
through H2 and in the other segments, a slowdown in price revisions is anticipated due to the economic 
slowdown, and an increase in unit prices due to the replacement of raw materials inventories as well as the 
stronger impact of the yen’s depreciation are anticipated. 

In medical products, sales of endoscope cleaning equipment, which have been the driving force behind our 
business performance, are expected to be put on the brakes due to the effects of the semiconductor shortage. 
Although a recovery in the electronic materials market was initially expected to begin in Q4, at the moment, 
it is expected to be from the next fiscal year onwards. 
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Next, capital investment. Capital investment has slowed, and recurring renewal investment is also on the 
downside. Depreciation will remain mostly flat for the time being as a result of the 20-year impairment charge. 
We will strive to recover past large investments. Research and development expenses remained mostly 
unchanged. 
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Lastly, I would like to talk about shareholder returns. 

The Company plans to pay JPY45 for the interim period and JPY45 at the end of the fiscal year. The dividend 
payout ratio is expected to be approximately 35% based on current earnings forecasts. This would maintain 
the current dividend policy of 30% or more. 

At this point, despite the forecasted downward revision of business performance, our policy is to maintain 
the dividend amount as planned at the beginning of the fiscal year in order to return profit to our shareholders. 

That’s all from me. Thank you. 

Moderator: Thank you very much for your explanation.  
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Question & Answer 

 

Participant [Q]: Thank you for the detailed explanation. I would like to know your thoughts on the business 
environment for the next year and beyond. 

Compared to half a year ago or a year ago, I can see that it has changed considerably. I would like to know 
how things have changed and what you are looking at for the next year and beyond. 

Also, if you don’t mind my asking, regarding sales and income, especially in terms of sales, how much 
operating income do you have in mind for next year? I had the impression that you have become a company 
with a cruising speed of over JPY7 billion in profit, but since that is not where you are at this fiscal year, I would 
like to know what your natural profit level will be next year and beyond. Thank you. 

Yagura [A]: Thank you for your question. The business environment for the next year and beyond. As shown 
in the outlook for changes in operating income by segment, we expect operating income to be affected 
considerably by the movement of electronic materials. 

According to the information we have received from our customers, it is difficult to recover it during this fiscal 
year. So, we do not know at this point whether or not it will be fine in the next fiscal year or April. I think the 
only way forward is to check the situation around January, while visiting customers, etc. again. 

Normally, the IT recession takes six months to recover from, but the general view is that it will not be the case 
this time and will take longer, so it is currently unclear what will happen after April. 

Participant [Q]: Is it correct to understand that the outlook is less clear compared to half a year ago? 

Nakanishi [A]: I’m Nakanishi. Although most of our electronic materials are concentrated in our MLCC 
materials, they are a little behind the world’s semiconductor trends. In fact, it was Q2 that affected sales this 
time. I think that semiconductors were affected from the beginning, but the impact on our company began 
to be felt rapidly in Q2. 

Therefore, as the President mentioned, one of the major keys will be when the electronic materials industry 
and business conditions as a whole will recover. However, as I explained earlier, the growth rate of MLCC itself 
is expected to be stable enough in the industry, and their applications are expanding. In addition, since we 
have sufficient manufacturing capacity, we expect our business performance to grow in tandem with the 
turnaround in this area. 

We believe that the recovery of cosmetics will be fast, as the global penetration of With Corona is increasing 
and we have sufficient manufacturing capacity. 

Participant [Q]: Do you have a feeling that it will bottom out around H2 next year, or something like that? I 
am afraid I am asking in a sketchy way. 

Yagura [A]: Frankly speaking, we are a company that produces and sells dielectrics and dielectric materials for 
electronic materials, and we have a dilemma of not being able to generate demand. Looking at the 
semiconductor business and the strong capital investment of capacitor manufacturers, we believe that a 
recovery will probably occur somewhere in the next fiscal year, but at this point it is still unclear when that 
will happen. 

 [END] 
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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. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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Disclaimer 

This material is for informational purposes only and does not constitute a solicitation to take any action based 

on it. This material (including performance plans) has been prepared by the Company based on information 

available at this time, and contains risks and uncertainties that may cause actual results to differ from those 

contained herein. In addition, please note that the figures for the subsegments of the chemical business are 

published on a voluntary basis and have not been audited, and should therefore be regarded as reference 

figures. Please exercise your own judgment when using this information. The Company assumes no liability for 

any losses that may occur as a result of investment decisions made that rely on the forecasts and target figures 

contained in these materials. 

 


