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Presentation 

 

Moderator: We have now reached the scheduled time. We will now begin the Sakai Chemical Industry 
financial results briefing for the fiscal year ended March 2026. 

Thank you very much for taking time out of your very busy schedule to come here today. Today's event is 
webcast only. 

As for today's schedule, since we held a financial results briefing on the 13th of this month, President and 
Representative Director Yagura will give an explanation focusing on the progress of the medium-term 
management plan, and then take questions from those present. 

For further details on our financial results, please refer to the materials from the earnings briefing held on the 
13th, which are available on our website. 

Let us begin the explanation. President, please go ahead. 

 

Yagura: I am Yagura, the President. Thank you very much for taking the time out of your busy schedules to 
attend our financial results briefing today. I would now like to present an overview of our financial results for 
the fiscal year ended March 2026 and the progress of our medium-term management plan, Transformation: 
BEYOND 2030. 
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First, I would like to share my thoughts on the final year of our medium-term management plan. Operating 
profit for the fiscal year ending March 2027, the final year of the Transformation: BEYOND 2030 medium-term 
management plan, is expected to deviate significantly from the initial target of JPY9 billion. Although the 
external environment has changed dramatically since the plan was formulated, the main reason is that it has 
taken longer than expected to increase profits from growth businesses, which is very frustrating for 
management. 

Meanwhile, the major initiative to exit the pigment-grade titanium dioxide business was completed as 
planned. In addition, businesses under efficiency review and other businesses to strengthen profitability have 
achieved a certain level of success. There is no doubt that the business portfolio transformation is steadily 
moving forward. 

In the fiscal year ending March 2027, which is the final year of the plan, we will focus on achieving another 
goal of 8% ROE. 

 

 

Next, I would like to briefly explain the summary of the financial results for the fiscal year ended March 2026, 
which was already explained by Mr. Ogama, Executive Officer in charge of IR, on the day of the earnings 
announcement on May 13. 

Please turn to slide five. Operating profit, which is an important element of this medium-term management 
plan, increased from the previous fiscal year and is almost on line with the second-year plan. This is 
attributable to increased profitability resulting primarily from businesses under efficiency review. 
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On the other hand, with regard to net income, the Company recorded a loss due to the special career-
transition support program that was not included in the plan. 

 

Next, please turn to slide seven for the current fiscal year ending March 2027. Although net sales are expected 
to increase slightly, operating profit is projected to decrease approximately JPY450 million to JPY6 billion, 
falling short of the JPY9 billion forecasted at the time the mid-term plan was formulated. 
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With that in mind, I will now explain the details of our progress on the medium-term management plan. 

First, let’s review. This slide shows our vision of where we want to be and the positioning of this medium-term 
management plan, as presented at the presentation of the medium-term management plan. 

Sakai Chemical's vision for the future is to be "an excellent company that contributes to society through Smart 
Materials," and we have positioned Transformation: BEYOND 2030 as the stage of transformation for the 
future. 

The target figures for the fiscal year ending March 2027 were operating profit of JPY9 billion and ROE of 8%. 
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Let us first look at the progress of its key indicators. Operating profit has steadily built up from JPY2.9 billion 
in the year ended March 2024 to JPY6 billion in the year ending March 2025 and JPY6.5 billion in the year 
ending March 2026. 

However, the plan for the fiscal year ending March 2027 is expected to remain flat at JPY6 billion, which is a 
significant deviation from the JPY9 billion planned at the time the mid-term plan was formulated. 

Although our ROE fell to 3.5% due to the recognition of extraordinary losses, we intend to focus on achieving 
our ROE target of 8% in the fiscal year ending March 2027, which marks the final year of our mid-term plan. 
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Next, we will take a closer look at the progress regarding operating profit. Please take a look at the next slide. 
This slide shows the original plan in the waterfall chart at the top and provides commentary on the actual 
results in the bottom section. 

In the first year, the fiscal year ended March 2025, we made a good start with JPY6.1 billion, thanks to better-
than-planned progress in businesses under efficiency review. 

In the second year, the fiscal year ended March 2026, the full-year effects of improvements in the businesses 
under efficiency review were realized, and in addition, electronic materials, a growth business, performed 
well, but the external environment for cosmetics materials deteriorated significantly from the initial forecast, 
and the Company ended the fiscal year with JPY6.5 billion. 

Meanwhile, the pigment-grade titanium dioxide business was completed as planned, and a review of 
personnel assignments is underway in sequence. 

For the third year, our challenge is to work on market growth in the growth businesses circled in red. We have 
already begun efforts to restore profitability in cosmetics materials, which has deviated significantly from our 
plans; however, we expect to see results from these efforts only in the next medium-term management plan 
and beyond. Consequently, we project an overall profit of JPY6 billion. 
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The next slide shows a breakdown of the JPY3 billion difference from the JPY9 billion in operating profit when 
the mid-term plan was formulated. Please take a look. From left to right in the table, the old aggregate initial 
plan, the new aggregate initial plan, the current year's plan, and the difference between the two are listed for 
each business. As you can see, the most significant difference is the lag in the growth business. 
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Based on the above, we will summarize the achievements and challenges of the three transformations set 
forth in the medium-term management plan. 

First, with regard to the business portfolio reshuffling, which was intended to shift to high value-added 
products, the businesses under efficiency review were steadily profitable, and other businesses were 
profitable as well. We have also successfully completed the phase-out of our pigment-grade titanium dioxide 
business, which was one of our major strategic initiatives. 

As shown in this table, operating profit from the three businesses under efficiency review of plastic additives, 
catalysts, and inorganic materials, as well as from other businesses, more than doubled to JPY4.1 billion from 
JPY1.9 billion in the year ended March 2024 before the transformation. 

On the other hand, the challenge is to increase profits from growing businesses and create the next pillar of 
growth, which we intend to focus on in the future. 
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Next, I would like to talk about achieving ROE above cost of capital and improving P/B ratio. As shown in the 
table below, we achieved our cash conversion cycle and working capital reduction plans ahead of schedule, 
and steadily sold off unnecessary assets, leading to increased shareholder returns. 

Our challenge going forward is to strive to further improve capital efficiency while balancing investment in 
growth and shareholder returns in order to promote business portfolio transformation. 

In addition, although not yet realized, we will continue to explore the possibility of discontinuous growth by 
considering M&A that would contribute to growth. 
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The last one is about the restructuring of the management base through materiality promotion and non-
financial initiatives. We have been working diligently to address the four materialities and each KPI. 

In addition to efforts to improve the engagement score, the CO2 emission reduction targets for Scope 1 and 
2 were achieved ahead of schedule. In addition, Smart Material, which will be explained later, has certified 
three products and is making steady progress in this area. 

Each of these has its challenges, but we are prepared to continue to make strong progress on the non-financial 
aspects of our efforts. 

On the next and subsequent slides, we will discuss each of the transformations in more detail. 
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First, Transformation 1, looking toward the future of each growth business. I will start with electronic 
materials. Please take a look at this. After the second year of the mid-term plan, both dielectrics and dielectric 
materials are generally progressing well, partly due to increased demand related to AI. 

Looking to the future, we will further mass-produce each of our high-end products by taking advantage of our 
strength in powder processing technology, and aim to expand our market share in high-value-added products. 
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Next, cosmetics. The situation here has changed significantly from the plan at the beginning of the period due 
to a drop in sales volume in the Chinese and US markets, as well as a return to organic absorbent materials 
due to a temporary cost-cutting trend. In addition, regarding makeup materials, the transition away from 
microplastic beads and the shift away from silica-based materials—which had already begun earlier—are not 
proceeding at the pace we had anticipated. 

Despite these headwinds, cosmetic materials are a field in which we can take advantage of our strength in 
powder processing technology, and we are now in the process of rebuilding a new sales strategy and 
promoting this initiative to expand new sales. 

In the sunscreen market, we will work to deepen our product adoption pipeline with major international 
cosmetics manufacturers while also expanding our efforts to target not only major players but also mid-tier 
companies and local manufacturers in markets such as China and India. 

We will also implement new value propositions, such as proposing hybrid formulations with organic 
absorbents. And in our makeup products, we will promote them as unique materials that combine the safety 
of our inorganic materials with the mineral preferences of consumers, as well as their skin care functions. 

Although the current business forecast remains challenging, we hope to achieve the results of these sales 
activities in the next mid-term plan and beyond. 
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Finally, organic chemicals. As for organic sulfur compounds, sales of materials for eyeglass lenses remained 
steady. The new product, Multhiol, is also gradually starting to contribute to profits for adhesives used in 
electronic materials for smartphones and other devices. 

On the other hand, the contract volume of existing mainstay bulk pharmaceutical intermediates has been 
declining due to the deteriorating competitive environment of the contract source and patent expiration. 
Although we have received new inquiries for CDMO support, etc., it is expected to take time to acquire 
projects, but we will focus on acquiring development projects based on our track record and trust in CMO 
over the years. 

Although we expect profit to increase in the current fiscal year, supported by strong sales of materials for 
lenses, it is not expected to reach the initial plan of the mid-term plan. 
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Next, I’d like to discuss our progress on capital allocation. This is a restatement of the original plan announced 
in the mid-term plan. Please refer to the next slide for the progress rate. 
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Overall, both cash inflows and outflows are exceeding our projections. 

On the left side, regarding cash inflows, there were movements, which I will explain in order from the top: 
approximately JPY1.6 billion from sales of fixed assets, JPY1.5 billion from sales of investment securities, 
JPY8.9 billion from improvements in the cash conversion cycle, and JPY26.4 billion from operating cash flow. 
Regarding the improvement of the cash conversion cycle, the progress rate is 127.1%. 

On the other hand, on the right side, cash outflows, in the second year, the Company increased the dividend 
from JPY130 to JPY145 and repurchased JPY2.5 billion of its own shares, returning a cumulative total of 
approximately JPY6.9 billion to shareholders, for a progress rate of 86.3%. In addition, capital investment is 
generally progressing smoothly, with approximately JPY13 billion being executed. 

I will explain the cash conversion cycle in more detail on the next slide. 
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This table shows the progress made since the launch pad in the fiscal year ending March 2024, broken down 
into the accounts receivable turnover period, inventory turnover period, and accounts payable turnover 
period. 

As you can see from the table, thanks to our efforts to reduce inventory and shorten accounts receivable, we 
achieved an improvement in operating cash flow of approximately 38 days in terms of the cash conversion 
cycle and roughly JPY8.9 billion in absolute terms. 
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Next, I would like to discuss shareholder returns. Total shareholder returns over the three-year period will be 
approximately JPY9.4 billion, which, as shown in the graph, is expected to far exceed the mid-term target of 
JPY8 billion. 

After taking into account the dividend for the third year, approximately JPY2.5 billion, the progress rate is 
117%. 
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Next, I would like to introduce one of our non-financial initiatives, the launch of Smart Material. In particular, 
during the period of this mid-term plan, as mentioned earlier in the materiality, we have been working on the 
development and launch of Smart Material and the creation of new businesses. 

For Smart Material, our goal is to create at least five certified products by 2030. And we aim to achieve sales 
of JPY2 billion and 50% gross profit margin for the certified products combined. 

Today, I would like to introduce the three Smart Materials that have been certified so far in the following 
slides. 
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The first is inorganic phosphors, the Lumate series. The market demanded materials that could achieve new 
functions and behavior that had never been seen before. 

Leveraging our expertise in powder processing technology—a core strength of our company—we have 
developed a material for skincare products that not only blocks UV rays but also converts them into visible 
light, thereby brightening the skin tone and enhancing its appearance. 

Although it may be difficult to tell depending on the resolution, the left side of the face photo is taken with 
Lumate, which gives the impression of clear skin. 

This material can be handled only by our company, and we will promote overseas development of this 
material. 
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The second is the Multhiol series, a new organic sulfur compound. As the market changes, components are 
becoming smaller and more sophisticated due to the increasing sophistication of electronic devices, and the 
demand for improved functionality in the adhesives required for their assembly is increasing. 

We have developed additives that can support the production and long-term use of electronic devices by 
adding adhesiveness, moisture resistance, and impact resistance, taking advantage of our strength in organic 
synthesis technology. It is mainly used for bonding camera parts of smartphones, but we would like to further 
improve it and take action toward mass production in order to expand the scope of use. 
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Finally, we have zirconium oxide dispersions, the SZR series. As the market changes, demand for thin, easy-
to-see, durable eyeglass lenses has been growing along with the increase in the myopic population and the 
proliferation of eyeglasses. 

Therefore, we have applied our strength in powder processing technology to zirconium oxide, a new 
compound, to provide it in a dispersion solution, and have achieved both an improved refractive index and 
hard coating while maintaining the transparency of the lens. 

We are in the process of expanding sales and strengthening our mass production system for this product as 
well. 

These are the three products of Smart Material. 
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Finally, an important issue that we have reaffirmed through this mid-term plan is how to develop earning 
power through our business and how to generate profits. 

To this end, we will continue to promote transformation of our business portfolio, while simultaneously 
leveraging the powder processing technology and other technologies we have cultivated since our founding 
to provide the market with our highly original materials and services. 

And the improvement in asset efficiency through asset reduction and improved cash flow, which has shown 
some positive results, will be further improved by keeping in mind the cost of capital while balancing 
investment for growth and shareholder returns. 

That concludes my explanation. Thank you.  
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Question & Answer 

 

Moderator [M]: We will now move on to the Q&A session. We plan to record a transcript of this briefing and 
post it on our website. Please note that while we will not disclose the company name or your name, the 
content of your inquiry will be included in this post. We appreciate your understanding in this matter. 

Please ask your questions. 

Participant [Q]: Thank you. First, I would like to ask you about the electronic materials part. I have the 
impression that sales have increased quite a bit over the past two years, but first of all, sales are expected to 
increase slightly this fiscal year, and although there is talk of an increase in sales for generative AI, I wonder 
why sales in this area will remain flat this fiscal year. 

Also, your company's stock price has risen considerably today, and there is talk of raising the price of MLCC at 
Taiyo Yuden, but is there actually any movement in the current situation, for example, in terms of quantity or 
the price of barium titanate, which is delivered by your company? First, could you discuss this year’s plans for 
this area and the current situation? 

Ogama [A]: This is Ogama. First of all, regarding the plan for this fiscal year, it is true that sales will increase 
slightly, but orders are currently firm, so please consider our plan to be a little conservative. 

We are also planning for a considerable increase in operating profit, but this is due to the impact of growth in 
relatively profitable products such as dielectric materials and dielectrics, and we expect profits to increase. 

As for the current situation, while we can’t quite say how it relates to the stock price mentioned earlier, we 
would like you to understand that—in terms of current market trends—our order intake remains solid. That's 
all. 

Participant [Q]: I would like to ask you a supplementary question, first of all, how do you view the sales price? 
There seems to be talk that prices may rise due to rising raw material costs for MLCC manufacturers, but I’d 
like to know whether your company anticipates price increases for either the dielectric or the dielectric 
materials. 

Another thing is that highly profitable products will grow, but since sales will only increase by about JPY200 
million, no matter how profitable these highly profitable products are, I think profits will not increase by 
JPY600 million. Could you please explain the mix a little more carefully? 

Ogama [A]: First, regarding price negotiations for our dielectric products and materials, rather than focusing 
on current market conditions, we are continuously requesting price adjustments—whether you call it passing 
on costs, price corrections, or price revisions—for products where we believe customers should be purchasing 
at a fair price. 

Also, you may be right when you say that the way profits are growing in relation to sales is a bit disconcerting. 
It might be fair to say that over the past year, while we haven’t been provided with the full range of 
applications for every product, the ones that are clearly intended for AI servers have shown exceptionally 
rapid growth. For example, sales of certain dielectric materials have already doubled on an annual basis, and 
some dielectric products have even tripled in sales. We are not saying that the growth rate for the current 
fiscal year will be double or triple that of this year, but it is expected to be quite high, and these products are 
very profitable. 
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Since the sales share for each category is now approaching 10%, the average selling price will naturally rise, 
making it entirely feasible to achieve our profit targets. 

Again, we are a little conservative in terms of sales, but we believe we will be able to achieve sufficient profits. 

Participant [Q]: This might sound a bit repetitive, but if the JPY600 million increase in operating profit is 
primarily due to growth in high-margin products, then those high-margin products would naturally generate 
more than JPY600 million—based on their contribution margin ratio—such as JPY1 billion or over JPY1 billion. 
Is that correct? 

Ogama [A]: There are, of course, other highly profitable items as well, so our overall goal is to reach JPY600 
million. 

Participant [Q]: But you only increase sales by JPY200 million, does that mean that there are things that will 
decrease? 

Ogama [A]: As for the less profitable items, we’ve included plans to reduce them slightly, so to speak. 

Participant [Q]: I understand. The second is the inorganic chemical business. Operating profit will decrease 
considerably in this year's plan, but please explain why this will decrease this year after having grown so much 
over the past several years. 

Ogama [A]: I’ll explain this as well. This fiscal year, sales are expected to remain flat, and profits are expected 
to decline slightly, as you mentioned, but the titanium dioxide business was terminated last fiscal year, and 
the allocation of fixed costs for the entire plant has been reviewed, which will result in a decline in profits. 
When we factor all of this in, it means profits will drop slightly. 

Participant [Q]: In the inorganic materials section, is this related to titanium dioxide? 

Ogama [A]: Since we were making things at the same site as titanium dioxide, it means that the burden of 
allocation for the part of common fixed costs will increase. 

Participant [M]: I see. Understood. That's all from me. Thank you for your kind explanation. 

Moderator [M]: Thank you very much. Are there any other questions? Since there appear to be no further 
questions, we will now conclude this briefing. 

Thank you very much for joining us today. We look forward to your continued support.  

[END] 

______________ 
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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. 

 


