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Presentation 

 

Moderator: As we have reached our start time, we will now begin the financial results briefing for Sakai 
Chemical Industry Co., Ltd. for the fiscal year that ended March 31, 2023. This session will be held in a hybrid 
format, with live streaming online in addition to the on-site meeting. 

First, I would like to introduce the two speakers from the Company. Mr. Toshiyuki Yagura, President and 
Representative Director. Mr. Atsuya Nakanishi, Senior Managing Director. Today, these two gentlemen will 
give explanations. After the presentation, there will be time to take questions from the audience. After that, 
we will take questions from those participating online. 

Now, let’s begin. 
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Yagura: I am President Yagura. This is my second time giving this presentation. I appreciate your cooperation. 
Thank you very much for joining us today despite the late hour. 

We will now begin this earnings presentation for the fiscal year that ended March 31, 2023. Today, we will 
follow the flow of one to five shown on this slide. 

We will conclude by explaining our alliance with IA Partners, which was announced yesterday, and the TOB to 
make Sakai Trading a wholly owned subsidiary, which we announced on May 12. Therefore, I will focus on the 
first and second items in the table of contents, and Mr. Nakanishi, who is in charge of IR, will explain three, 
four, and five. Thank you for your cooperation. 

First, I will explain the deviation from the initial earnings forecast in the actual results for the fiscal year that 
ended March 31, 2023. Let’s go through the slides together. 
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Here is the first one. Firstly, on the left-hand side, is section number one. This shows actual sales and operating 
income for the fiscal year that ended March 31, 2022. Next to that, number two is the initial sales and 
operating income estimates for the fiscal year that ended March 31, 2023. And next to that, number three 
shows actual sales and operating income for the year ended March 31, 2023. 

Please see the red box on the righthand side of the table. Compared to the initial forecast, net sales were 
down 1.3%, which was generally in line with the forecast. Unfortunately, however, operating income was 
down 37%, resulting in a large discrepancy. 
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So why did operating income fall so far? Please see the factors behind the change in operating income shown 
here. The figures are operating income on a consolidated basis and are listed in millions of yen. 

The left-hand side of the chart shows operating income of JPY7,494 million for the previous year, then shows 
what factors led to an increase or decrease in profit that resulted in the final operating income result of JPY4.4 
billion. 

The second column from the left shows that the JPY11.9 billion from price increases canceled out the JPY11.5 
billion cost increase caused by the sharp rise in raw material and fuel prices, which is the fourth column. 
However, we were not able to reflect everything in price increases. This price increase does not include raw 
material and fuel prices, but rather a considerable amount of correction of the sinking of low unit prices. 

Next, the third column from the left is the sales volume difference, which was down about JPY1.4 billion due 
to the decrease in sales volume. The fifth row from the left shows a fall of approximately JPY1.3 billion due to 
the difference in capacity utilization, i.e., the increase in costs brought about by the suspension of operations 
due to production cutbacks. Various negatives weighed down operating income, resulting in a final operating 
income of JPY4.4 billion. 

In other words, I hope you can understand that our operating income dropped significantly due to poor 
product sales. 
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Next, I will explain how we did by business and subsegment. Two waterfall diagrams are shown above and 
below. 

First, please see the flow chart by business, shown above. The red dotted line shows that the growth business 
and the efficiency improvement study business each lost about JPY1 billion and JPY1.1 billion in operating 
income, respectively. 

The diagram below shows a further breakdown. We can see that it is mostly electronic materials that is losing 
profit in the growth business. We can also see that in the efficiency improvement study business, plastic 
additives and titanium dioxide and zinc products reduced profits. 

So, why did this happen? In the next and subsequent slides, I would like to focus on these three businesses 
that reduced profits. 
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First, I would like to discuss electronic materials. As the title indicates, the sales volume is closely related to 
the number of capacitors produced in Japan. 

The blue bars indicate the number of capacitors produced in Japan. Units are in billions and are shown on the 
left. 

The two line graphs show the movement of our electronic materials sales volume index. It is expressed as a 
percentage, with FY2013 as 100, and the righthand axis shows the percentage rate. The green line shows the 
sales volume index for dielectric materials, and the yellow line shows the sales volume index for dielectrics. 

As you can see, the blue bar graph and the two line graphs are generally in agreement. This is a medium- to 
long-term upward trend, and we have also been increasing our sales volume, which shows that there is a close 
relationship between the two. 

However, in the red box in the table shown on the lower right, our sales volume grew more than market 
conditions in FY2021. While the market grew by 13%, Sakai Chemical's products grew by 34%. 

However, in FY2022, this changed drastically, and even though market conditions were down 20%, our 
products were down 27%, which is significantly lower than the market. We see this as a temporary, albeit 
irregular movement due in part to supply chain disruptions. 
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So, how does this sales volume relate to the all-important operating income? Please see the next slide. 

The blue bar graph shows operating income, in millions of yen, on the left axis. 

As before, the two line graphs show the sales volume index for dielectric materials in green and for dielectrics 
in yellow. Units are again shown in percentage, as before, with FY2013 as 100. 

Between 2018 and 2020 our profit dropped significantly. I explained this slump at the interim financial results 
meeting held on November 29 last year, so I will skip it this time. As you can see from this table, it may be 
obvious, but you can see that fluctuations in sales volume have a large impact on operating income. 

As you can see, in 2022, we experienced a significant drop in sales volume and a significant drop in operating 
income here. 

As for the current fiscal year, sales volume is expected to remain sluggish in H1, and we expect it to recover 
from H2, but the sense of uncertainty remains strong. However, the number of capacitors will surely increase 
due to the shift to EVs, and other factors, so we believe that now is a time to be patient. 
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Let’s move on to the next segment. I will explain about titanium dioxide and zinc products. In this segment, I 
would like to explain in terms of the two factors of sales volume and unit sales price. 

First, regarding sales volume, please take a look at this graph. The bar graph shows changes in operating 
income in millions of yen. That is the left axis. 

The two line graphs show the sales volume index as a percentage on the right axis, with FY2017 as 100. The 
red line is titanium dioxide, and the green is zinc products. These zinc products exclude zinc dust products, 
which the business withdrew from in FY2021. Both of these products are greatly affected by market conditions 
since they are used in a lot of consumer goods. Therefore, I think that the market conditions from this past 
year have cast a large shadow over this business. 

We are continuing our efforts to discontinue unprofitable grades, and our sales volume has been gradually 
decreasing, despite slight repetition of increases and decreases. 

For FY2022, market conditions especially affected titanium dioxide, and the index also dropped from 91% to 
80%, resulting in a large drop in sales volume and a drop in earnings. 

In addition, a major European titanium dioxide manufacturer has recently filed a Chapter 11 application. The 
global economic downturn has caused major global turmoil. It remains unclear what the consequences of this 
impact will be for Japan. 

Our business policy is to continue to improve efficiency by appropriately reducing sales volume without 
pursuing sales volume while considering price adjustments and consolidation of grades. 
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Next, let's look at the unit sales price. Please take a look at this diagram. 

The following table shows changes in the unit sales price index and operating income. As before, the bar graph 
shows operating income, in millions of yen, on the left axis. 

The right axis shows the unit sales price index when FY2017 is set at 100. The red line is titanium dioxide, and 
the green line is zinc products. 

Unlike the sales volume I explained earlier, you can see that the unit sales price has been rising steadily. With 
regard to unit sales prices, in addition to revising raw material and fuel prices, we have continued to revise 
prices mainly for unprofitable items. However, due to a decline in sales volume, cost increases due to 
production cutbacks, and recent higher-than-expected raw material prices, the Company revised its prices 
from 114% to 139% on an index basis from FY2021 to FY2022, a 25% price revision. 

Nevertheless, price correction has not yet caught up. Unfortunately, the current fiscal year continues to be 
difficult, with no signs of recovery, especially in H1. We intend to continuously and persistently implement 
price corrections and cost reductions. 
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Finally, we have plastic additives. Please see this graph. 

The blue bar graph shows the domestic PVC market, and the pink graph with red borders shows the PVC 
market in Thailand and Vietnam, both shown in thousands of tons on the left axis. 

The two line graphs show the sales volume of our plastic additives, which uses the sales volume index of 2017 
as 100, and is shown as a percentage on the right axis. The red line shows sales volume in overseas markets 
by local subsidiaries in Vietnam and Thailand, and the green line shows sales volume in Japan by our group. 

While the domestic market in blue is already saturated and either stable or steadily declining, the Thai and 
Vietnamese markets in red have seen a marked increase in demand for irrigation facilities and infrastructure 
development. As shown in the graph, demand will continue to increase in the future. 

Although there may be short-term fluctuations, as indicated by the red line graph, we intend to increase sales 
volume in overseas markets and, as shown in the table below, increase the ratio of overseas sales to total 
sales in this business as well. 
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With that sales strategy, how did the all-important operating profit fare? Please see the next slide. 

Getting straight to the point, as stated in the title, we believe that an increase in sales volume overseas, which 
is an expanding market, will be the key to operating income. 

Please see the graph. Similar to the previous page, the two line graphs show changes in the index of local sales 
volume of overseas subsidiaries in red and domestic sales volume in green. The blue graph shows operating 
income overlaid on this graph. 

As you can see, the red overseas sales volume index line and the blue plastic additives operating income line 
are generally the same. Unfortunately, in FY2022, sales overseas fell due to temporary factors, and operating 
income also dropped. However, we expect a recovery in the current fiscal year and an increase of 
approximately JPY400 million compared to the previous fiscal year. 

That concludes my explanation of the discrepancy between the forecast and the actual results for this period. 

Finally, I will explain the business alliance with IA Partners Inc. and the TOB of Sakai Trading Co. 
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Before that, this fiscal year will be the final year of the current medium-term management plan that we are 
operating now. I would like to mention what we are currently working on for the next mid-term management 
plan. 

At the presentation of the interim financial results in November, we introduced our business portfolio, which 
is divided into three categories: growth businesses, stable businesses, and businesses under consideration for 
efficiency improvement. We also started various initiatives last year to promote the review of these 
businesses. 

In growth businesses, we will concentrate management resources to aggressively develop and expand sales. 
In our stable businesses, we have continued to earn stable earnings, and in businesses under study for 
efficiency improvement, we have aggressively promoted plant consolidation, downsizing of production scale, 
and significant price revision. 

Unfortunately, we were not able to achieve the desired results in FY2022, as the economy was swept away 
and profits declined significantly, but we believe that our current efforts are not misguided in terms of 
direction. We will continue to promote these projects. 

At the same time, we recognize that our organic business growth requires greater speed. In addition, to 
further increase operating income and improve ROE, we believe it is essential to create and expand new 
businesses in addition to our current businesses. 
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In the next medium-term management plan starting next fiscal year, we intend to execute strategic business 
alliances and M&A for business expansion as appropriate, strive to expand into new areas in new businesses, 
and further accelerate the review of our business portfolio that we are currently undertaking. 

By doing so, in the next mid-term management plan, we plan to target operating income of JPY11 billion in 
the fiscal year ending March 31, 2027, and ROE of 12% in 2030. 

As a new initiative, as an example, we are expanding sales of new materials in our electronic materials in the 
semiconductor and capacitor market, which is still expanding due to EV and 6G. In cosmetics materials, we 
are developing cosmetics materials in the field of cosmetics other than sunscreens. The high-profitability 
organic chemicals business is now a stable business so we will boost it into a growth business. Regarding mid- 
to long-term initiatives, we are also committed to developing catalyst materials that contribute to carbon 
neutrality. 
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Therefore, we have decided to enter into a business alliance with IA Partners Inc. as a strategic partner to 
implement the aforementioned plan, to resolve our management issues and execute our mid-term 
management vision. 

We would like to receive from the company the necessary M&A studies and advice to accelerate the speed of 
our business portfolio strategy, which is a management issue, as well as support for our financial and IR 
strategies, so that we can more actively manage funds and aim for further growth from both organic and 
discontinuous perspectives. 

We also intend to further enhance our dialogue with you and the market. 

Now, regarding the fundraising from IA Partners, we plan to raise JPY3 billion in the form of CBs and JPY2 
billion in the form of warrants, as described on the slide. 

As already disclosed for CBs, we intend to invest approximately JPY2.4 billion in cosmetics materials, which is 
a growth business, and approximately JPY600 million in organic chemicals, which is an area that we aim to 
boost from a stable business to a growth business, to increase manufacturing capacity for active 
pharmaceutical ingredients and intermediates. 

We consider the JPY2 billion in warrants to be mainly for M&A, so we will continue to consider such deals in 
the future. 
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Next, I would like to discuss the TOB of Sakai Trading Co. We consider the company to be an important partner 
in our efforts to promote business reforms, including further growth in the next mid-term business plan, and 
have decided to incorporate their strengths. 

In particular, as shown in this slide, they have abundant overseas sales channels, raw material procurement 
and product sales in the electronic materials business, and the footwork to create new businesses. We see 
these as important strengths of the company, and by incorporating them, we expect to further accelerate 
overseas expansion, further strengthen our business growth through the entire supply chain of electronic 
materials, and cultivate new customers and enter new fields for further growth. 

This concludes my explanation. I will now hand over to Nakanishi for the second half. Thank you very much. 
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Nakanishi: I am Nakanishi. I am in charge of IR. I will now explain our financial results for the fiscal year that 
ended March 31, 2023, followed by an explanation of each subsegment and the projected financial results for 
this fiscal year. Finally, I will explain our policy on returns to shareholders. 

First of all, in the overview of the previous fiscal year's results, as President Yagura has already explained up 
to the operating income, I would like to skip that section. I will explain a little about areas below operating 
income, like ordinary income, and then about net income attributable to owners of the parent. 

As shown in the table, ordinary income was down approximately JPY4 billion compared to the fiscal year that 
ended on March 31, 2022. The main reason for this is that the subsidy income of approximately JPY770 million 
recorded in the fiscal year through March 2022 was not available in the fiscal year that just ended in March 
2023. Unfortunately, the negative impact on operating income compared to the same period last year 
increased from JPY3 billion to JPY3.9 billion or approximately JPY4 billion. 

As for net income attributable to owners of the parent, there was a reversal of deferred tax assets of 
approximately JPY1,050 million in the fiscal year ended March 31, 2023. The implementation of this resulted 
in an approximately JPY4.4 billion or 65.2% decrease in profit compared with the same period of the previous 
year. 
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Next, I will explain each segment. We have two major segments, the chemicals business and the medical 
business. 

As you can see, the chemicals business posted higher sales and lower profits. The increase portion is mainly 
due to a certain degree of penetration of product price increases, as explained earlier. In the medical business, 
sales remained almost flat, while profits declined. 

The impact of the decrease in profits on a company-wide basis is largely attributable to the chemicals business. 
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Next, I will move on to a description of the balance sheet. 

As you can see in the YoY comparison, there was a marked increase in inventories. Of this increase of 
approximately JPY7 billion, the majority, approximately 80%, is due to unit cost factors. The main volume 
factor is raw materials, and the main reason is that we secured a generous supply of mainly imported raw 
materials to avoid supply chain disruptions. 

The decrease in fixed assets was mainly due to the fact that depreciation exceeded the increase in additional 
investment due to lower capital expenditures and also due to the decline in the price of securities holdings. 

The equity ratio declined slightly. However, it still remains high. 

To cover the increase in inventories, the Company increased its borrowings, mainly of short-term funds. 
However, we believe we still maintain a stable balance sheet. 
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Next is cash flow. 

Cash flow from operating activities was significantly reduced by pre-tax income due to poor performance. In 
addition, the large increase in inventories outlined here in red, which I mentioned earlier, has resulted in a 
large negative operating cash flow. 

Cash flow from investment was positive because capital investment was restrained compared to the previous 
fiscal year, but there was almost no cash flow from investment in the fiscal year that ended March 31, 2023, 
because considerable progress was made in the sales of strategic stock holdings, which were intensively 
conducted in the fiscal year that ended March 31, 2022. This part of the business has created a large negative 
investment cash flow. 

As a result, free cash flow turned around from the fiscal year that ended in March 2022 to a significant 
negative figure. Negative free cash flow was covered by increasing long-term debt, and our financial cash flow 
was a positive JPY9 billion. As a result, the cash balance at the end of the period was a positive JPY1,639 million. 

In the current fiscal year, we hope to increase pre-tax income, as well as reduce the increase in inventories, 
to achieve positive free cash flow. 

Next, I would like to explain our subsegments. Electronic materials, plastic additives, and titanium dioxide and 
zinc products were explained earlier by President Yagura, so I will omit them. 
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First is cosmetics materials. The sales volume of cosmetics increased both in domestic sales and exports amid 
the backdrop of the end to the COVID-19 pandemic. 

In the top graph, the blue line shows domestic sales, and the red line shows exports. 

Sales increased approximately 13.4% from the same period last year. Operating income increased by 42.9%. 
The operating margin, as shown here, is 15.4%, and although we are still only midway through on that, we 
have managed to regain 15%. In the current fiscal year, we aim to further increase the operating profit margin 
by bringing the new plant into full-scale operation. 
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Next, hygienic products. Sales and profits of hygienic products remained almost flat. 

Although profitability temporarily deteriorated due to soaring export freight rates in H1 of the fiscal year, a 
recovery in H2 enabled us to achieve results that were almost on par with the previous fiscal year. 

For the current fiscal year, we expect to see continued growth and increase in profit and sales due to the 
contribution from the enhancement of facilities implemented in the previous fiscal year at our Indonesian 
subsidiary. 
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Next is organic chemicals. 

Organic chemicals reported an increase in sales and a decrease in income, as shown here. Unfortunately, high 
raw material and fuel prices affected earnings. 

The operating margin declined slightly but still remains high at 20%. 

In the contract manufacturing of pharmaceutical intermediates, shipments of our main intermediates were 
strong. As for our main products, we achieved an increase in sales by revising prices, but unfortunately, as 
mentioned earlier, the high cost of raw materials and fuel led to a slight decrease in profit. 
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Next is the catalyst business. 

In the catalysts business, sales of nickel catalysts increased due to a sharp rise in nickel prices and price 
revisions, but sales and profits of de-NOx catalysts decreased as large projects for overseas customers, which 
contributed to the full-year sales in the fiscal year that ended March 2022, only made a contribution in H1 of 
the fiscal year that just ended in March 2023. 
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Next is contract processing. 

In contract processing, processed pigment sales and income declined due to the lockdown in China and 
sluggishness in automotive-related applications. In process outsourcing, high-margin projects were sluggish, 
resulting in a decline in overall sales and profits. In particular, the profit margin dropped significantly from 
14.8% to 9.4%. 
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Finally, we have the medical business. 

Overall, sales were flat and operating income unfortunately declined 34.9%. 

Although there were delays in the recovery of barium contrast media after COVID-19, a reduction in National 
Health Insurance drug prices, and a decline in unit sales of endoscope cleaning and disinfection equipment 
due to a shortage of semiconductors, sales of Kaigen cold remedies to foreign customers and products for 
cosmetic medical institutions were strong. Unfortunately, however, the overall result was a decrease in profits. 
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Next is the forecast for the current fiscal year. 

The Company plans to increase revenues this fiscal year, but its profit plan up to ordinary income is almost 
unchanged from the underperforming fiscal year ended March 2023. This is a result of our expectation that 
market deterioration, particularly in electronic materials, will continue for the foreseeable future. 

However, as you can see from the above, especially from the operating income section, we expect JPY1.2 
billion out of JPY4.5 billion to be posted in H1, and JPY3.3 billion in H2. We plan to achieve a V-shaped recovery 
in H2 of the fiscal year, focusing mainly on electronic materials and cosmetics materials, which tends to 
perform stronger in H2 anyway. 

Unfortunately, the fluctuation of our business performance in each period is larger due to the increase in the 
ratio of electronic materials, but if we divide the total of these two periods, it comes to about JPY6 billion. 
This is the operating income figure, but I think it is about the same level as our actual current performance. 
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Next, I will explain the forecast for this fiscal year by subsegment. 

This JPY4,407 million is the actual result for this fiscal year, and the projected operating income for this fiscal 
year is JPY4,500 million. This chart shows the increase or decrease in the forecast for this year from the profit 
that each subsegment posted for the fiscal year that ended March 31, 2023. 

Electronic materials is in the black. Unfortunately, the recovery will take place in H2. Conversely, H1 of the 
previous year was very good and H2 declined, but even with the pluses and minuses of H1, we expect that the 
recovery will be slightly higher than the previous year. 

Cosmetics materials is projected at a positive JPY200 million. Unfortunately, organic chemicals will also be 
affected by the high cost of raw materials and fuel this term, and pharmaceutical intermediates and active 
pharmaceutical ingredients will suffer a small shipping gap, resulting in an expected JPY200 million decrease 
in profit. 

In addition, we expect the current market conditions for titanium dioxide and zinc products to continue to 
deteriorate for the foreseeable future, resulting in a JPY200 million decrease in profit. 

With regard to plastic additives, we are planning a significant increase in profit mainly due to the revival and 
increase in demand for PVC in Southeast Asia, especially in Vietnam and Thailand, where we have our bases. 

That concludes my explanation of the earnings for the current fiscal year, the results for the previous fiscal 
year, operating income, and fluctuations in each subsegment in the operating income plan for next fiscal year. 
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I will now explain capital investment and R&D expenses. 

Capital expenditures are shown in the red box, but they were quite restrained in the fiscal year that ended 
March 31, 2023. Depreciation costs were almost flat. 

For the fiscal year ending March 31, 2024, we will continue to manage capital investment somewhat 
conservatively. However, on a construction start basis, there will probably be a significant increase. 

We plan to increase R&D expenses in consideration of enhancement of future R&D. 
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Finally, I would like to explain our shareholder return policy. 

The red line shows the dividend payout ratio, and we plan to maintain the dividend payout ratio of 30% or 
more, which was our basic policy in the past. 

As a result, we are now disclosing an annual dividend of JPY70 based on the earnings forecast for this fiscal 
year. 

That concludes my explanation. 
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Question & Answer 

 

Moderator [M]: Thank you very much. As indicated, we will now begin the question-and-answer session by 
first taking questions from those in the audience. Please raise your hand if you have any questions. 

The IR meeting, including the Q&A portion, will be transcribed and made available in its entirety. If you wish 
to remain anonymous, you may omit your name. 

Let’s take the first question from the person in the very front. 

Participant [Q]: Thank you for taking my questions. I would like to ask three questions. 

Firstly, you have just announced the new medium-term business plan through to the fiscal year ending March 
31, 2027, and I would like to know the contents of the JPY11 billion in operating income by business segment 
and how much of the JPY11 billion is attributable to each segment. In the fiscal year that ended March 31, 
2022, operating income was JPY7.5 billion, but compared to that figure, how do you plan to expand the 
business? 

Also, you mentioned that M&A will be utilized this time, but how much contribution do you expect from such 
discontinuous effect? To be honest, however, I think it is unclear how much impact a JPY2 billion M&A fund 
will have, so basically, the focus will be on organic growth. Please tell us about this issue. 

Also, what is your image of ROE if JPY11 billion is achieved? I have a general idea of the equity capital, but I 
would like to know how you plan to control this area, especially the equity. This is my first question. 

Yagura [A]: Thank you for your questions. The new medium-term plan has not yet been finalized, but we 
believe that operating income of JPY11 billion is necessary, and within this JPY11 billion, we expect that 
growth businesses will account for approximately 70% of operating income. 

Simply for organic growth, we are thinking of JPY9 billion. We are considering an additional JPY2 billion for 
discontinuous growth, not only through M&A but also through strategic business alliances, such as 
outsourcing production or forming new sales partnerships. 

We do not believe that JPY2 billion in stock acquisition rights will cover that. Therefore, we do not believe that 
M&A can be accomplished without a considerable increase in borrowings, and we naturally do not believe 
that we can secure that operating income at JPY2 billion. 

To answer your question, the ROE of JPY11 billion is roughly 8%, which is a figure that we believe is achievable. 

Participant [Q]: So, you are thinking of the equity capital as increasing naturally, is that correct? 

Yagura [A]: Yes, that’s right. 

Participant [Q]: In terms of that, what are your thoughts on share buybacks? 

Yagura [A]: First of all, as Nakanishi explained earlier, the most pressing issue for our company right now is to 
increase operating cash flow first. 

If we increase operating cash flow first, we will be able to make new capital investments, and within that 
range, we will be able to aggressively buy back our own shares. I am sure that we will be able to consider 
share buybacks if we can achieve the JPY11 billion figure. 
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Participant [Q]: I understand. My second question is about electronic materials on slide seven, which shows 
two graphs, one in green for dielectric materials and the other in yellow for dielectrics. The image for dielectric 
materials is that it is increasing considerably, but the growth rate of dielectrics is quite low. 

Looking at other companies, I think your company uses the hydrothermal synthesis method, but I also feel 
that companies using the oxalic acid method are not growing very fast. There's a bit of a difference here. I 
think that your company has invested in facilities quite a bit, but it hasn't grown much. What is the background 
to this and how will the next five years look for dielectrics in particular? Please tell us about this. 

Yagura [A]: As you pointed out, it was the dielectric materials that dropped in volume in FY2020, and the drop 
was severe. We think that is why from FY2020 to FY2021, there was quite a bit of activity in in-house 
production using the solid-phase method. We believe that this is where the damage occurred this time, 
leading to the decline in dielectric materials. 

On the other hand, we use a hydrothermal synthesis method for dielectrics, so there will be no decrease in 
volume, especially for the high-end part. Therefore, we believe that we can still be aggressive in this area if 
we take advantage of this feature. 

Participant [Q]: For example, the image is that as the number of EVs and such increases, the hydrothermal 
synthesis method will increase, but I don't see that happening yet. 

Yagura [A]: We discuss this point with our customers in various ways, but depending on one's point of view, 
it is difficult to say whether a product can be used for EVs or not, because it is decided at the design stage on 
the customer side. It appears that it is not a matter of because it is the hydrothermal method it will be used 
in EVs or not. 

I have a sense that it increases or decreases depending on the strategy of the customer who uses it. I cannot 
give you a good answer directly, but I recognize that this is the situation. 

Participant [Q]: I understand. Finally, my third question is that cosmetics raw materials will see a JPY200 
million increase in profit this fiscal year. Is it correct to understand that that is JPY200 million after absorbing 
depreciation costs? And I wonder how much the sales volume will increase this year. Is there a shift away 
from oxybenzone and the like due to the tightening of regulations in Hawaii and other places? That is the last 
thing I would like to ask. 

Nakanishi [A]: With regard to cosmetics, as you know, there was a large impairment loss in the fiscal year that 
ended March 31, 2021. In this sense, although depreciation and amortization expenses were somewhat 
reduced in the plant area, the associated depreciation and amortization expenses are still increasing. I hope 
you understand that that is profit increase after meeting to some degree depreciation and amortization 
expenses that are increasing. 

Also, as asked earlier, regarding a shift from organic to inorganic materials, some organic UV absorbers are 
said to be causing coral reef bleaching, but unfortunately, there has not yet been a major shift from organic 
to the inorganic materials that we have. 

However, as I mentioned earlier, the zinc products are gradually gaining recognition, and in that sense, the 
cosmetic variations of our products are gradually beginning to be recognized by our customers. We believe 
that the shift from organic to inorganic will continue in the future and will continue in a mild manner, so the 
market we are considering will continue to grow and expand. 

Participant [M]: I understand. Thank you very much. 
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Moderator [M]: Thank you very much. Are there any other questions? There are no more? Since there does 
not seem to be any more questions here, I will now take questions from those of you who are participating 
online. An IR representative has summarized your questions and will take over proceedings now. Have they 
been included? There do not seem to be any questions from online participants. 

After the briefing, if you have any questions, we ask that you email them to our IR personnel. The Company 
will reply to you. 

Is there anything the Company would like to add? 

Yagura [M]: No, it's fine. Thank you very much. 

Moderator [M]: We now conclude today's briefing. Thank you all very much. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
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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 

 


