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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 Q3 of the fiscal year ending 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. 

Today's schedule will begin with an explanation by Mr. Ogama, the Executive Officer in charge, followed by a 
question-and-answer period until approximately 4:00 PM. Since the presentation will be held on the same 
day as the earnings announcement, we have not sent you today's presentation materials in advance, but we 
hope that you will listen to it while viewing the screen. Please also refer to the same material disclosed on our 
website earlier. 

Let us begin. Then, Mr. Ogama, please. 

Ogama: Yes. Hello, everyone. I am Ogama, Sakai Chemical Industries IR Manager. Thank you very much for 
taking time out of your very busy schedule to come here today. Sakai Chemical Industry will now present its 
financial results for Q3 of the fiscal year ending March 2026. 

 

The key points of this explanation are shown on the slide. 

Results for the first nine months of the fiscal year ending March 31, 2026, are generally in line with plans. 
Sluggish sales of cosmetics materials and plastic additives were offset by increased sales volume in electronic 
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materials and other businesses. Although revenue decreased YoY, profit increased by 14.7%. Electronic 
materials remained strong, and price revisions and sales volume increases in other businesses contributed to 
the strong performance. On the other hand, we recorded an impairment loss of JPY2.4 billion related to the 
cosmetics materials business in Q3 of the current fiscal year. This will be discussed in more detail later. 

For the full year ending March 31, 2026, we expect operating income of JPY6.5 billion, as planned at the 
beginning of the fiscal year. Despite sluggish growth in cosmetics materials, profits are expected to be driven 
by electronic materials and other businesses. Net income attributable to shareholders of the parent company 
has been revised downward by JPY2.5 billion due to impairment losses. 

Regarding shareholder returns, there is no change to the basic policy of the medium-term management plan 
of total shareholder returns of JPY8 billion or more. The dividend for the current fiscal year is revised to JPY145 
per share, an increase of JPY15 from the initial plan of JPY130 per share. As a result, total dividends for the 
current fiscal year are expected to be JPY2.2 billion. 

The Company acquired 914,000 shares of treasury stock amounting to JPY2.5 billion and retired 1 million 
shares including these shares. Regarding the numerical targets of the medium-term management plan, ROE 
will not receive a temporary lapse due to the impairment of the cosmetics materials business, but we plan to 
proceed without excluding all options to achieve ROE of 8% for the next fiscal year ending March 31, 2027. 
Operating income is under scrutiny for the fiscal year ending March 31, 2027, taking into account changes in 
the external environment and the impact of delayed revenue growth in cosmetics materials and is scheduled 
to begin in the fiscal year ending March 31, 2026. 

 

Next, we will discuss impairment losses in the cosmetics materials business. 



 
 

SAKAI CHEMICAL INDUSTRY CO., LTD. Q3 FINANCIAL RESULTS BRIEFING FOR THE FISCAL YEAR 
ENDING MARCH 2026 

 

 

 

As I mentioned earlier, we recorded an impairment loss of JPY2.4 billion in Q3. Earnings of sunscreen materials, 
the mainstay of the cosmetic materials business, deteriorated due to the slowdown of the Chinese economy 
and other factors. 

Our strategy is to expand this business in the mid- to long term with both sunscreen materials and makeup 
materials, and we are currently investing in multi-plant for makeup materials, which is expected to contribute 
to earnings in the next mid-term plan starting in the fiscal year ending March 2028. As a result of a 
conservative estimate of the likelihood of achieving the plan for both sunscreens and makeup materials, an 
impairment loss was recorded for all manufacturing facilities. 

Since the multi-plant is scheduled to be completed this month of February, we expect to record an additional 
JPY300 million in Q4. This impairment charge is expected to reduce depreciation expenses for the fiscal year 
ending March 31, 2027, by approximately JPY100 million. 

In terms of our perception of the current situation in the cosmetics materials business, we expect UV-blocking 
materials, our target market, to continue to grow, but the current trend in sunscreens is to focus on cost, and 
our specialty high-quality inorganic materials are not growing. However, we do not expect a further decline, 
and the direct impact of the worsening Japan-China relationship has not materialized. We will rapidly 
implement measures to increase volume and aim for an early return to profitability. 

 

In response to the loss of impairment, we are reviewing and speeding up measures to restore profitability in 
the cosmetics materials business. Chemistry for a Friendly Future, under this mission, we will maintain our 
policy of promoting inorganic materials with low environmental and human health impacts, leveraging our 
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advanced powder processing technologies. At the same time, we will continue to refine our sales strategy in 
line with sunscreen trends. 

The first concrete measure is to expand sales to overseas markets. We are expanding sales mainly in Southeast 
Asia and China, where the timeframe from development to mass production is short. And we are promoting 
the development of the brands used, with a focus on ultrafine zinc oxide particles, which were first used for 
major European and US manufacturers. We have already expanded our sales resources to implement those 
measures, and we are also utilizing the overseas offices and human resources of Sakai Trading, a group 
company of ours. 

Second, we will enhance our lineup in the volume zone in response to changing market needs. In order to 
compete with inexpensive organic UV absorbers, which have a high market share by material, we will respond 
to certain price revisions as appropriate while verifying profitability and increase our competitiveness in the 
volume zone. 

Third, differentiation and strengthening of market position with developed and improved products. We are 
optimizing our development and production systems to bring products to market in a timely manner. We are 
closely examining our plan for the fiscal year ending March 31, 2027, taking into account changes in the 
external environment and the progress of the above initiatives. 

 

Continued below is a summary of financial results for Q3 of the fiscal year ending March 31, 2026. 

Sales revenue decreased by 3.5% YoY, despite growth in sales from our core electronic materials business. 
This decline was primarily due to a significant decrease in sales volume within our businesses under efficiency 
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review. However, operating profit increased by 14.7% YoY. This improvement was driven by steady 
performance in electronic materials, favorable changes in the sales mix of pharmaceutical active ingredient 
intermediates within organic chemicals, profitability improvements in other businesses, and increased sales 
volume. 

For the first nine months of this fiscal year, net sales totaled JPY61.37 billion, operating income JPY5.367 
billion, ordinary income JPY5.479 billion, and net income attributable to owners of the parent JPY2.900 billion. 

 

Consolidated earnings forecast for 2026. 

Sales are expected to be in line with the plan at the beginning of the period, as the decline in cosmetics 
materials will be offset by the electronic materials and other businesses. As for profits, net income attributable 
to shareholders of the parent company has been revised downward due to impairment losses in the cosmetics 
materials business, but operating income and ordinary income are expected to be in line with the initial 
forecasts. Since the impact of the US reciprocal tariff policy is negligible, it has not been taken into account in 
the revised plan. 
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Next, I would like to discuss shareholder returns. 

As I mentioned at the outset, there is no change in our basic policy of returning a total of JPY8 billion or more 
to shareholders during the period of the medium-term management plan. There is no change in our policy to 
pay stable dividends with a target DOE of 3% and to consider additional measures such as dividend increases 
and share buybacks in consideration of performance trends and the target ROE. 

Although an impairment loss was recorded in the cosmetics materials segment, we will increase the annual 
dividend from JPY130 to JPY145, taking into account the solid performance of the other segments and cash 
flow, among other factors. The total return for this fiscal year is expected to more than double the previous 
fiscal year to JPY4.7 billion. In addition, 1 million shares of treasury stock, this include 914,000 shares acquired 
this fiscal year, were retired. 

That concludes with my explanation. Thank you. 
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Question & Answer 

 

Moderator [M]: We will now begin the question-and-answer session. Please give us your company name and 
your name and then ask your question. 

We plan to record a transcript of this briefing and post it on our website. Of course, we will not reveal your 
company name or name, but please understand that your question will be mentioned. 

Then, please go ahead. 

Participant [Q]: I would like to ask three questions. 

First, regarding electronic materials, while they're showing YoY growth, Q3's performance seems somewhat 
weaker compared to Q1 and Q2. This makes me wonder if it's already started trending downward. Please tell 
us about the momentum of the quarter base for electronic materials, including your view on the future in this 
area. 

Ogama [A]: Yes. Thank you. As you have pointed out, sales of electronic materials are down in Q3 compared 
to Q2. However, we recognize that this was temporarily affected by inventory adjustments, or rather, 
inventory adjustments related to general-purpose products. 

The financial results of photoelectric manufacturers indicate that the AI server-related business is still strong, 
and our product lineup, which can probably be used for servers, has not declined. In fact, it is doing very well. 

We expect the current situation to recover from Q3. We are already at the halfway point of Q4, which is not 
a bad situation for a momentum. 

Participant [Q]: Generally speaking, Q4 is, how should I put it, a bit seasonally depressed due to the Chinese 
New Year and so on, but is it correct to say that Q4 will be better than Q3 this year? Also, is this going to grow 
quite a bit next year? 

Ogama [A]: Yes, regarding next fiscal year, we are currently formulating our plans. Looking at trends in the 
capacitor market, we have seen statistical data indicating growth of just under 10% YoY even for this fiscal 
year. Furthermore, for next fiscal year, we anticipate continued growth for both our dielectric materials and 
dielectrics. We will disclose the figures once we have formulated our budget. 

Participant [Q]: So, you're saying that Q4 will show growth compared to Q3, right? 

Ogama [A]: Yes. Yes, we have recovered, so that view is fine. 

Participant [Q]: Understood. The second is about cosmetics materials, which was impaired before and is 
impaired again this time as well, I believe. This time, the makeup materials are also being written down. Will 
the ones currently being produced also be written down as soon as they're finished? Regarding that, I'm sorry, 
but could you please elaborate a bit? 

Ogama [A]: Yes. This is scheduled for completion this month, February, so I believe the question is whether 
impairment will be recognized. Regarding this matter, it was originally planned to contribute to earnings 
starting from the next mid-term plan, meaning the fiscal year ending March 2028 and beyond. However, 
considering the current demand trends and other factors since the initial plan was established, we have 
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reviewed the plan somewhat conservatively and have reached the conclusion that an impairment charge is 
necessary. 

As you have pointed out in the past, this area has been impaired, and we are already very much aware of this. 

Participant [Q]: How much of the cosmetics materials equipment and tangible fixed assets will remain after 
this impairment, as for its scale? 

Ogama [A]: It's fine to understand that there is very little left. 

Participant [Q]: Almost all of them are already close to full impairment, is that correct? 

Ogama [A]: Yes.      

Participant [Q]: Does this mean that the additional JPY300 million recorded for the multi-plant project is all 
there is? 

Ogama [A]: No, it has been left in the construction in progress account, so it will come out a little bit even at 
the stage of completion. 

Participant [Q]: But won't all of that construction in progress change to property, plant, and equipment in 
February? 

Ogama [A]: So as of December, it was not yet. It will be in Q3. 

Participant [Q]: In any case, everything including this multi-plant is almost all impaired already? 

Ogama [A]: That understanding is fine. 

Participant [Q]: Understood. Excuse me for another question. You originally mentioned growth for overseas 
customers. Is it correct to understand that sunscreen ingredients haven't really advanced much? 

Ogama [A]: Let me explain. The number of customers who have already adopted this brand has been gradually 
increasing, but it has not grown as much as planned, and we are still lagging behind in the development of 
brands used by customers. So, we are just a little behind the plan. 

Participant [Q]: Understood. Final question. The number of catalysts has increased significantly this time. Is 
this a temporary increase? I believe Q4 will likely see a decline, but I expect operating profit for this year to 
be around JPY500 million. Regarding the catalyst, what level should we anticipate for next fiscal year? I would 
appreciate your input on this. 

Ogama [A]: Thank you. Q3 was affected by some transient factors. We are seeing profits, though this is 
temporary. The consolidation and efficiency improvements at our production sites, which we pursued during 
the pandemic, have now been completed. Furthermore, as our operations continue to grow steadily, we can 
anticipate earnings, or rather, that level of profitability starting around Q2. 

Q1 was extremely tough, but Q2 and Q3 were also a bit irregular, so it's quite challenging. I hope you can think 
of it that way. 

Participant [Q]: Is it correct that you can produce more profits from catalysts next year? This year is probably 
JPY500 million or so. 
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Ogama [A]: As for Q4, whether we can reach that point or not, it's not just about catalysts, production of 
titanium dioxide has also ended to a certain extent, so there are areas where the burden will increase 
somewhat. 

Participant [Q]: Next fiscal year, 2026, once the temporary factors disappear, will it mean a significant drop 
in the next period? Or can we produce at roughly the same level as this year? 

Ogama [A]: We will be able to get that out about this year. 

Participant [M]: Understood. Roger that. 

Okama [M]: I will also disclose this when it is decided. 

Participant [M]: Understood. Thank you. 

Moderator [M]: Thank you very much. Other questions? 

Since there seem to be no other questions, we will close this meeting a little early. Any final questions? Thank 
you very much for taking time out of your very busy schedule to come here today. 

Ogama [M]: Thank you very much. 

Moderator [M]: Thank you for your continued attention. 

[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.  

 


