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Presentation 

 

Moderator: It is now time to begin Sakai Chemical Industry Co., Ltd.’s financial results briefing for the fiscal 
year ended March 2026. We appreciate you taking the time to join us today. Today’s session is being 
conducted via online webcast only. 

Let me first explain the agenda for today. Following a presentation by Mr. Ogama, Executive Officer, we will 
move on to the Q&A session.  

As today’s briefing is being held on the same day as our earnings announcement, we were unable to distribute 
the presentation materials in advance. We would appreciate it if you could follow along using the materials 
displayed on your screen. The same materials are also available on our website for your reference. 

With that, I would now like to turn it over to Mr. Ogama for the presentation. Mr. Ogama, please go ahead. 

Ogama: Hello, everyone. I am Ogama, Head of IR at Sakai Chemical Industry. Thank you very much for joining 
us today.  

I would like to explain the financial results of Sakai Chemical Industry for the fiscal year ended March 2026. 
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Let me begin with a brief top message as we approach the final year of our mid-term management plan, 
Transformation: BEYOND2030. For the fiscal year ending March 2027, which marks the final year of the plan, 
operating profit is expected to come in significantly below our original target of JPY9 billion. The business 
environment has changed significantly since the plan was formulated. However, the primary reason is that 
profit expansion in our growth businesses is taking longer than initially expected. We take this outcome very 
seriously. 

At the same time, we successfully completed the major initiative of exiting the pigment-grade titanium dioxide 
business without any issues. In addition, businesses under efficiency review and other businesses achieved 
profitability improvements that exceeded our expectations. We believe our business portfolio transformation 
is progressing steadily. 

In the fiscal year ending March 2027, our focus will be on achieving our ROE target of 8%. At the same time, 
we will continue prioritizing profit expansion in our growth businesses. We will also continue allocating 
management resources to R&D in order to establish our next earnings pillars. Furthermore, we will maintain 
the pace of our business portfolio transformation and continue working to enhance corporate value over the 
medium to long term. 
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Let me highlight the key points shown on this slide. 

First, I will cover the results for the fiscal year ended March 2026. We completed the exit from the pigment-
grade titanium dioxide business largely as planned and continued to advance our business portfolio 
transformation. On the other hand, in the cosmetic materials business, we recorded an impairment loss of 
approximately JPY2.4 billion in Q3. 

We significantly enhanced shareholder returns. We increased the dividend from JPY135 per share in the 
previous fiscal year to JPY145 per share. 

In addition, we conducted a JPY2.5 billion share buyback and cancelled 1 million shares, including all shares 
acquired through the buyback. 

For the fiscal year ended March 2026, lower profit in cosmetic materials was offset by electronic materials 
and catalysts, resulting in higher profit YoY. Compared with the revised plan, the shortfall in growth businesses 
was offset by stable businesses and businesses under efficiency review, and overall profit came in broadly in 
line with plan. 

Next, let me explain the plan for the fiscal year ending March 2027. Net sales are expected to be in line with 
our existing plan. Operating profit is projected at JPY6 billion, down approximately JPY450 million YoY. In our 
growth businesses, we expect higher profit in electronic materials and organic chemicals, while the business 
environment for cosmetic materials is expected to remain challenging. In businesses under efficiency review, 
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we expect a significant decline in profit, mainly reflecting the impact of exiting the titanium dioxide business. 
In the medical business, we expect the loss to widen due to drug price revisions. 

Regarding shareholder returns, we plan to increase the dividend by JPY15 to JPY160 per share. Total 
shareholder returns over the three-year mid-term management plan are expected to reach approximately 
JPY9 billion, significantly exceeding the original target of JPY8 billion. 

 

Let me now walk you through the details of the financial results summary for the fiscal year ended March 
2026. 

Compared with the previous fiscal year, net sales decreased by 3.5%, mainly due to lower sales volume 
reflecting efficiency measures in businesses under efficiency review. Operating profit increased by 5.9%, as 
the decline in growth businesses was offset by contributions from stable businesses, businesses under 
efficiency review, and other businesses. Compared with the revised plan, net sales decreased by 5.3%. This 
was partly due to the shift of some products related to the exit from the titanium dioxide business into the 
fiscal year ending March 2027. Operating profit came in broadly in line with plan, as the shortfall in growth 
businesses was covered by stable businesses and businesses under efficiency review. 
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For the fiscal year ended March 2026, net sales were JPY81.447 billion. Operating profit was JPY6.452 billion, 
ordinary profit was JPY6.545 billion and profit attributable to owners of parent was JPY2.752 billion. 
Compared with the revised plan, profit attributable to owners of parent came in 8.2% below plan, mainly 
reflecting the special loss recorded for the special career-transition support program. 
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Let me now walk you through the factors behind the changes in operating profit on a YoY basis. The largest 
positive factor was improved selling prices. The price increases implemented in the previous fiscal year 
contributed to a higher earnings base, and we also benefited from stronger shipments of high value-added 
products and an improved sales mix resulting from the consolidation of unprofitable products. 

The largest negative factor was lower sales volume. This mainly reflected our profitability-focused strategy in 
businesses under efficiency review, where we prioritized profitability over sales volume. 
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Compared with the initial plan, the main positive factors were lower per-unit fuel and raw material prices, as 
well as lower personnel and outsourcing costs. The yen was stronger than assumed in the plan, which helped 
lower procurement costs. In addition, improvements in our staffing structure exceeded expectations, and we 
intend to continue strengthening this structure going forward. 

The main negative factor was lower sales volume. Part of the sales related to the pigment-grade titanium 
dioxide business shifted into the fiscal year ending March 2027. We also recorded valuation and disposal 
losses at the end of March, which negatively impacted profit. 
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Looking at operating profit by segment on a YoY basis, electronic materials performed strongly within our 
growth businesses, while cosmetic materials saw a significant decline in profit. In contrast, within businesses 
under efficiency review, weaker performance in overseas plastic additives was offset by strong performance 
in the barium and catalysts businesses, resulting in higher profit YoY. 
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Comparing operating profit by segment with the revised plan, the shortfall in growth businesses, mainly in 
cosmetic materials, was offset by businesses under efficiency review, particularly the barium business. 
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Next, let me explain the major changes in the balance sheet. 

Notes and accounts receivable decreased by JPY1.941 billion, reflecting shorter collection periods and lower 
net sales. Inventories decreased by JPY3.114 billion. Although unit prices for both products and raw materials 
increased, we reduced inventories through disciplined volume control. Property, plant and equipment 
decreased by JPY1.353 billion. While we made new investments as part of our growth initiatives, we recorded 
an impairment loss on the multipurpose plant used to produce makeup materials in the cosmetic materials 
business. 

Borrowings declined significantly through continued debt repayment. The cash conversion cycle, or CCC, was 
178 days at the end of March 2026, thereby achieving our mid-term target of 180 days or less. 
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Let me now turn to cash flow. As I mentioned earlier, our cash-flow-focused management with CCC reduction 
as a KPI has become firmly established. By streamlining our asset base, free cash flow increased by JPY3.5 
billion. We used this free cash flow for shareholder returns and debt repayment. 

Cash flows from operating activities were JPY14.479 billion, supported by reductions in notes and accounts 
receivable and inventories. Cash flows from investing activities were minus JPY4.645 billion. Although we 
continued investing in growth businesses, this figure reflects the sale of property, plant and equipment, 
specifically the Tokyo office of our affiliated company. As a result, free cash flow came to JPY9.8 billion, an 
increase of JPY3.5 billion YoY. 
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Next, let me explain our forecast for the fiscal year ending March 2027. 

Net sales are expected to increase slightly. The impact of exiting the pigment-grade titanium dioxide business 
is expected to be offset by organic chemicals and other businesses. For operating profit, we expect higher 
profit in electronic materials, supported by an improved product mix, and in organic chemicals, driven by 
higher sales volume. However, business conditions in cosmetic materials are expected to remain challenging, 
and we will not be able to fully offset the impact of exiting the pigment-grade titanium dioxide business. As a 
result, operating profit is expected to decline. 

Profit attributable to owners of Parent is expected to increase, supported by a gain of approximately JPY1 
billion from the sale of fixed assets. 
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This slide shows our forecast for net sales and operating profit by segment. 

As mentioned earlier, we expect profit growth in electronic materials due to an improved product mix and in 
organic chemicals due to higher sales volume. On the other hand, cosmetic materials is expected to remain 
challenging. 
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Comparing operating profit by segment with the previous fiscal year, we expect growth businesses, led by 
electronic materials, to deliver higher profit. In contrast, within businesses under efficiency review, the impact 
of exiting the pigment-grade titanium dioxide business will be significant, and we expect profit to decline. 
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Let me now explain the variance from our mid-term management plan. 

Stable businesses and businesses under efficiency review are expected to perform largely in line with the plan. 
However, within our growth businesses, cosmetic materials is expected to fall significantly short of the plan, 
and organic chemicals is also expected to fall short due to weaker performance in pharmaceutical APIs and 
intermediates. In addition, the medical business is expected to fall short of the plan due to the impact of drug 
price reductions on our main pharmaceutical products. Expanding profit in our growth businesses remains a 
key challenge going forward. 
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Next, this slide shows shareholder returns. In the fiscal year ended March 2026, we significantly enhanced 
shareholder returns. We increased the dividend by JPY10 from the previous fiscal year to JPY145 per share. 
We also conducted a JPY2.5 billion share buyback and cancelled 1 million shares, including all shares acquired. 

For the fiscal year ending March 2027, we plan to increase the dividend by JPY15 from the previous fiscal year 
to JPY160 per share. 
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Let me now explain CapEx, depreciation, and R&D expenses. 

In the fiscal year ended March 2026, CapEx was JPY6.065 billion, depreciation was JPY3.649 billion, and R&D 
expenses were JPY2.842 billion. For the fiscal year ending March 2027, we expect CapEx of JPY5.4 billion, 
depreciation of JPY4 billion, and R&D expenses of JPY3.3 billion. We will continue making strategic 
investments for growth. 
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Let me now explain how we view the Middle East situation in relation to our forecast for the fiscal year ending 
March 2027. 

The outlook for the Middle East remains highly uncertain, and it is difficult to estimate the impact on our 
business performance. Therefore, we have not factored any potential impact into our plan. At this stage, we 
are not seeing any major disruptions to procurement, production, or sales. However, if the situation continues 
over an extended period, there is a medium- to long-term risk that procurement of certain raw materials and 
auxiliary materials could become difficult, which may affect production of some products. 

The segments expected to be most affected over the medium to long term are organic chemicals and plastic 
additives. 
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This is the final slide of my presentation. Let me conclude by sharing our view of the business environment 
excluding the Middle East situation. 

In electronic materials, we expect demand related to AI servers to remain strong. In cosmetic materials, the 
outlook for China continues to be challenging. Amid global inflationary pressures, customers are temporarily 
prioritizing cost, and the shift from organic materials to inorganic materials is progressing more slowly than 
initially expected. 

In organic chemicals, we expect the eyeglass lens market to remain firm. However, in pharmaceutical APIs 
and intermediates, orders for our main contracted products are expected to decline due to intensifying 
competition among customers. 

For plastic additives, domestic demand is expected to remain challenging due to weakness in the PVC market. 
Overseas demand, however, continues to be supported by medium-term growth in the PVC market, and we 
believe the slowdown in the Thai economy has bottomed out. 

That concludes my presentation. Thank you very much for your attention. 
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Question & Answer 

 

Moderator [M]: We will now begin the Q&A session. 

If you would like to ask a question, please use the raise-hand function in Teams. We will call on participants 
in order and enable your microphone.  

We would now like to take questions. Please go ahead. 

Participant1 [Q]: I have three questions. 

First, regarding the Middle East situation. You explained this earlier, but I would appreciate a bit more detail. 
In organic chemicals, for example, is the risk mainly related to eyeglass-lens materials or pharmaceutical-
related products? Also, for solvents and resin raw materials, are these linked to naphtha prices? In addition, 
when you say production may become impossible, would that mean a complete production halt or more of a 
partial reduction? I would appreciate some additional color on this point. 

Second, regarding a share buyback. The plan for this fiscal year was listed as undecided. For the fiscal year 
ending March 2027, are you leaving room for the possibility of additional buybacks? 

Third, regarding cosmetic materials. You mentioned that the shift from organic to inorganic materials is taking 
longer than expected. How do you plan to drive recovery in this business? 

Ogama [A]: Understood. 

Let me start with your first question regarding the Middle East situation. As I mentioned earlier, two segments 
could be affected. In plastic additives, we combine a wide range of raw materials in the manufacturing process. 
If even one of those materials becomes unavailable, production could come to a complete halt. 

At this point, we are doing everything possible to secure raw materials. Prices have risen somewhat, but our 
top priority is avoiding shortages. Even so, if a single raw material cannot be procured, there is a risk that 
production could stop entirely. 

The same applies to organic chemicals. Both eyeglass-lens organic sulfur compounds and pharmaceutical APIs 
and intermediates could be affected. As shown on the slide, we use solvent raw materials, including alcohols 
and materials linked to naphtha. If procurement of these materials becomes difficult, we may be unable to 
continue production. 

For now, we remain fully focused on procurement to avoid shortages, and as I mentioned earlier, we are not 
currently seeing any major impact. 

Regarding your second question on share buybacks, it is true that the plan is currently listed as undecided. 
However, our approach is based on the shareholder return policy set out in our mid-term management plan. 

Under that policy, we target a DOE of 3% for dividends while conducting share buybacks flexibly. 

If profit exceeds expectations, we will strengthen shareholder returns while considering our cash position. 
Based on this policy, we intend to continue shareholder returns going forward. 

That said, nothing has been decided at this stage, so there is nothing further I can share today. 
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Finally, regarding cosmetic materials, the current environment remains challenging. However, from a broader 
market perspective, organic UV absorbers are associated with higher environmental impact. They are believed 
to contribute to coral bleaching and may also have some impact on the human body. Over the medium to 
long term, we believe the shift away from organic materials will continue. 

That said, in the short term, some customers continue prioritizing cost and therefore continue using organic 
materials. We see this as a temporary situation. Our inorganic materials offer strong advantages. They are 
environmentally friendly, provide UV-blocking performance through light scattering, and also deliver very high 
transparency. 

Over the medium to long term, we believe demand for inorganic materials will recover. The challenge is that 
we cannot say exactly when demand will recover to the level originally assumed in our plan. 

Participant1 [Q]: Thank you. I have one follow-up question regarding the Middle East situation. The Japanese 
government has indicated that naphtha-related supply remains sufficient, while companies such as yours 
appear to be taking a more cautious view. How should we understand this difference in perspective? 

Ogama [A]: That is a difficult question. We can only speak based on what we are currently seeing. At this point, 
we are not facing a situation where raw materials are insufficient and production cannot continue. 

However, our view is based solely on the current situation. Whether conditions will remain stable through 
July, August, September, and even into around January, as the government mentioned, remains uncertain. 

Participant1 [Q]: So, should we understand that your company is taking a fairly conservative stance, or that 
the situation is actually becoming quite serious? 

Ogama [A]: I would not describe the situation as critical, but we are making every effort to secure 
procurement. I would say the situation is somewhere in between. That is probably the best way to describe 
it. 

Participant1 [M]: I see. Understood. 

Moderator [M]: Thank you. 

Are there any further questions? Please go ahead. 

Participant1 [Q]: Thank you. If there are no other questions, I would like to ask a follow-up. Regarding the 
share buyback, the fact that it is listed as undecided caught my attention. Based on the JPY9.4 billion figure, 
my understanding is that this assumes no share buyback for the current fiscal year. Is that correct? 

Ogama [A]: No, not necessarily. Under our three-year mid-term management plan, our policy is to provide 
total shareholder returns of at least JPY8 billion. Therefore, the JPY9.4 billion figure does not mean 
shareholder returns will stop at that level. However, whether we implement additional shareholder returns 
will depend on factors such as profit levels and our cash position. At this stage, we cannot say whether we 
will or will not conduct additional buybacks. That is why it is currently listed as undecided. 

Participant1 [Q]: And the JPY9.4 billion figure includes approximately JPY2.7 billion in dividends for this fiscal 
year, correct? So, the understanding is that cumulative shareholder returns over the three-year period will 
reach JPY9.4 billion, significantly exceeding the original JPY8 billion target? 

Ogama [A]: Over the past two years, we have returned approximately JPY6.9 billion to shareholders. 
Subtracting that from JPY9.4 billion leaves roughly JPY2.5 billion. There are some rounding differences, but 
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with the planned dividend of JPY160 per share, the amount would be approximately JPY2.4 billion to JPY2.5 
billion [inaudible]. 

Participant1 [Q]: So, the reason the buyback is listed as undecided is that there remains the possibility of 
additional shareholder returns beyond the JPY9.4 billion level? 

Ogama [A]: Yes, exactly. It does not mean we have decided to stop at that level. 

Participant1 [Q]: And what factors will you consider when deciding whether to conduct additional buybacks? 

Ogama [A]: Primarily profit trends during the fiscal year and our cash position. We will make a comprehensive 
judgment based on those factors. 

Participant1 [Q]: So, depending on business performance, it is possible that you may conduct additional 
buybacks rather than relying solely on dividend increases? 

Ogama [A]: Yes. Shareholder returns will continue to center on dividends and share buybacks. It is not 
predetermined which approach we will take. For example, in the previous fiscal year, we raised the dividend 
during the year. There are several options available for shareholder returns. We will make decisions based on 
available resources. However, nothing has been decided at this point, so all we can say today is that it remains 
undecided. 

Participant1 [Q]: Understood. So, it would be fair to say there remains potential upside depending on profit 
trends during the fiscal year. 

Ogama [A]: During the first two years of the current mid-term management plan, we increased dividends 
during the fiscal year in both years. Those decisions were made in line with our shareholder-return policy once 
profit and cash flow reached sufficient levels. If similar conditions are met in the third year, we would consider 
taking similar actions. However, nothing has been decided at this stage, so all we can say for now is that it 
remains undecided. 

Participant1 [Q]: One more detailed question. Regarding the product-mix improvement in electronic 
materials, I had assumed this referred to lower raw-material costs. Is that the correct understanding?  

Ogama [A]: No, it refers to an increase in the proportion of higher-margin products. In other words, it is an 
improvement in sales mix. 

Participant1 [Q]: So, you mean a shift toward higher-value, higher-margin products? 

Ogama [A]: Exactly. As I mentioned earlier, demand related to AI servers has been strong. In electronic 
materials, customers do not directly tell us which applications our materials are being used for, but we can 
make certain assumptions based on demand trends. 

Some products are growing at a very rapid pace, and based on those growth patterns, we believe they are 
likely being used in AI-server-related applications. These are primarily high-end products with high 
profitability, and we expect them to continue growing significantly during the current fiscal year. Meanwhile, 
products with relatively lower profitability are not growing as strongly. As a result, the overall product mix 
shifts toward higher-margin products, and that is the main driver of profit growth. That is the basis of our 
forecast. 

Participant1 [M]: Thank you very much. 
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Moderator [M]: Thank you very much.  

Participant2 [Q]: I wanted to ask about the titanium dioxide and zinc products segment in the forecast for the 
fiscal year ending March 2027. Last year, you explained the negative impact associated with exiting the 
pigment-grade titanium dioxide business. In this fiscal year’s forecast, are there any additional negative 
factors besides the impact of that business exit? 

Ogama [A]: Regarding titanium dioxide and zinc products, we expect net sales of JPY6.8 billion and operating 
profit of JPY0.1 billion. We still expect some remaining inventory sales related to titanium dioxide, so part of 
that business contribution will continue temporarily. Meanwhile, the zinc products business continues 
unchanged Other than the natural decline in titanium dioxide sales compared with previous years, there are 
no additional negative factors incorporated into the forecast. 

Participant2 [Q]: You had already explained the impact of the business exit last year as well. So, is it correct 
to understand that this year’s forecast is broadly in line with what you expected at that time? 

Ogama [A]: Yes, that understanding is correct. 

Participant2 [M]: Thank you very much. 

Moderator [M]: Thank you very much. Are there any other questions? It appears there are no further 
questions. 

With that, we will conclude today’s briefing. Thank you very much for joining us today, and we look forward 
to your continued support. 

 [END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. 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. 


