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Presentation 

 

Moderator: It is now time to commence the financial results briefing session of the fiscal year ended March 
2024 and new medium-term management plan of Sakai Chemical Industry Co., Ltd.  

Thank you very much for taking time out of your busy schedule to attend our briefing session today.  

Today's event is a hybrid of those who attended in person at the main venue and those who participated 
online. 

As for the schedule for the rest of the day, I would like to begin with an explanation regarding the financial 
results for the fiscal year ended March 31, 2024, and then I would like to receive your questions at this point. 
We will try to keep you until 4:00 PM.  

After that, I will explain the new medium-term management plan, and likewise, I would like to receive another 
round of questions afterward. 

We apologize for the limited time, but we do not plan to take any breaks in between. 

I will now begin to explain the financial results. President Yagura, please. 

Yagura: Hello, I am Yagura, President of Sakai Chemical Industry Co., Ltd. Thank you very much for coming 
today in spite of the bad weather. 

I will now present our financial results for the fiscal year ended March 31, 2024. Yagura will give a general 
overview at the beginning of the presentation, followed by details from our IR manager, Mr. Ogama. 

First, regarding the full-year results for the fiscal year ended March 31, 2024, in addition to the reversal of 
deferred tax assets announced at the time of the interim results, impairment losses were recorded in the 
titanium dioxide business and other businesses, resulting in a net loss for the year. 

Although operating income exceeded the forecast revised at the time of the interim results, the targets for 
the final year of the mid-term management plan "SAKAINNOVATION 2023," operating income of JPY8 billion 
and ROE of 6%, were not achieved. 

As stated in our new medium-term management plan, "Transformation: BEYOND 2030," which will be 
explained later, we have placed emphasis on replacing our business portfolio, improving ROE and PBR, and 
have started asset reduction during the fiscal year ended March 31, 2024. 

The main reasons for the poor performance were, in part, the lack of growth in electronics materials and 
cosmetics materials, which are growth businesses that must drive profits, and the fact that efforts in titanium 
dioxide and other businesses under consideration for efficiency improvement lagged behind the intense 
external environment. 

Therefore, the new medium-term management plan focuses on this area. I would like to explain the new 
medium-term management plan again later. 

Now, Mr. Ogama, our IR representative, will explain the details of the financial results. 
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Ogama: I am Ogama, in charge of IR. I will now explain the financial summary for the fiscal year ended March 
31, 2024. 

Compared to the same period last year, sales and profits decreased due to lower sales volumes in many sub-
segments, partly due to external factors, with a corresponding decrease in capacity utilization. 

Compared to the forecast revised during the period, the impact of external factors was not eliminated to a 
large extent and sales did not reach the target, but operating income exceeded the plan, partly due to progress 
in price correction mainly in the efficiency study business and partly due to the impact of the semiconductor 
market hitting bottom and beginning a gradual recovery. 
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Now, let me give you a summary of the financial results for this fiscal year ended March 31, 2024. 

Net sales were JPY82,105 million, operating income was JPY2,942 million, ordinary income was JPY3,066 
million, and net income attributable to owners of the parent was a negative JPY7,092 million. 

The overall feeling is as Yagura mentioned earlier, but as for other topics, the net loss was JPY7,092 million 
due to the impact of a reversal of deferred tax assets of JPY1,932 million and impairment losses of JPY6,661 
million. 

The impact on sales due to the quality issue at Kaigen Pharma was approximately JPY200 million, which was 
minor compared to the overall experience. 
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We will continue with an explanation of the impairment loss recorded for the fiscal year ended March 31, 
2024. 

Impairment losses were recorded for those assets that showed signs of impairment, mainly in the efficiency 
improvement study business, and for some dormant assets. The largest monetary impact was on titanium 
dioxide. As for the impact on the current fiscal year and beyond, annual depreciation and amortization 
expenses are expected to decrease by approximately JPY600 million. 
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The next section shows sales and operating income by segment. 

This one is listed under chemicals and medical business, and I will explain the details later in the sub-segments. 
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The following chart shows the factors behind the increase or decrease in operating income compared with 
the same period of the previous year. 

The increase in the cost of raw materials and fuels was less than JPY6 billion, but this was largely offset by the 
price correction. However, the profit was boosted by the difference in capacity utilization due to the decrease 
in sales volume. Also, profit decreased due to the operation difference. 
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This is the reason for the change from the forecast revised during the period. 

Price correction progressed mainly in electronic materials and cosmetics, and an improved sales mix in 
dielectric materials was also successful. 
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The following is the balance sheet. 

Let me explain the main points. 

The main reasons for the increase/decrease are as follows: Trade notes and accounts receivable increased by 
JPY2,015 million. The increase in the sales level just before the end of the fiscal year was about JPY1.2 billion 
higher than last year, and the payment of some accounts receivable was delayed to the next business day. 

Inventories decreased by JPY1,378 million. We are working on and have started to improve the cash 
conversion cycle here, and the inventory volume decreased by about 15% at the end of the previous period. 

With regard to inventory unit prices, raw materials prices increased slightly, while product prices rose. 

Tangible fixed assets decreased by JPY6,298 million. This is due to the impact of JPY6,592 million in impairment 
losses. 

As a result, the equity ratio is 59.3%, and the cash conversion cycle, here calculated on a monthly sales basis, 
is 216 days. We recognize that the cash conversion cycle remains high and will continue to improve. 
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We will explain the statement of cash flows. 

Operating cash flow was JPY6,866 million. The increase from the previous year was due to reduction of 
inventories and decrease in income taxes paid. 

Investment cash flow was negative JPY3,963 million. We are acquiring property, plant, and equipment mainly 
for the purpose of entering the bulk pharmaceutical intermediates of organic chemicals, which we will focus 
on in the future, and CDMO here. As a result, free cash flow was approximately JPY2.9 billion, an increase of 
JPY4.75 billion from the previous year. 

As for financing cash flow, we raised JPY3 billion through the issuance of convertible bonds. This was due to 
the TOB of Sakai Trading Co. Ltd. As a result, the amount was JPY1,259 million, a decrease of JPY2,024 million 
compared to the previous year. 



 
 

Sakai Chemical Industry Co., Ltd. Financial Results Briefing for the Fiscal Year Ended March 2024 

 

 

 

Next is the forecast for the fiscal year ended March 31, 2025. 

For the full year, we forecast net sales of JPY87 billion and operating income of JPY5.4 billion. 

As for net sales, while sales volume will not change significantly on a consolidated basis, we expect an increase 
in sales per unit since we will continue the price correction from the previous fiscal year in the current fiscal 
year. 

Operating income is expected to benefit from the effect of price correction, which has been contributing to 
profits since H2 of the previous fiscal year, and a recovery in volume in the growing electronic materials 
business. And we expect to increase profit. 
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This is the forecast for increase/decrease in operating income. 

We expect an increase of approximately JPY3 billion due to the effect of sales price correction and the 
difference in sales unit prices. 

Although we will continue to correct prices that have been left on the backlog, we expect to boost profits 
compared to the previous fiscal year due to the effects of price corrections, mainly in the efficiency 
improvement study projects that we have been continuing. 
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Continued below are the trends and forecasts for capital expenditures, depreciation, and research and 
development expenses. 

Capital expenditures are expected to increase to JPY8.5 billion in the fiscal year ending March 31, 2025, due 
to planned expenses for restructuring of business sites in line with portfolio transformation, investment in 
safety measures, and improvement of production facilities for developed products. 

Although not mentioned, we plan to make certain investments in growth businesses. 

Depreciation and amortization expenses are expected to decrease by JPY4 billion due to the significant impact 
of impairment losses implemented in the fiscal year ended March 31, 2024. 
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Next, we will discuss shareholder returns. 

For March 2024, we will pay an annual dividend of JPY70 per share. 

As we will explain later in the new medium-term management plan, from the fiscal year ending March 31, 
2025, to the fiscal year ending March 31, 2027, we plan to revise our basic dividend policy of aiming for a 
dividend payout ratio of 30% or more, and we plan to return profits to shareholders with a target DOE of 3%. 

With regard to our dividend policy, we have paid a stable total dividend to date. In light of this track record, 
we have decided to introduce DOE. During the period of this medium-term management plan, we will aim for 
a DOE of 3% and return profits to shareholders twice a year. 
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I will now continue with the segment results for the fiscal year ended March 31, 2024. 

This shows the relationship between segments and sub-segments. 

We have used the division on the left until the fiscal year ended March 31, 2024, but as announced in the new 
medium-term business plan, we will continue to reform our business portfolio, so from the fiscal year ending 
March 31, 2025, onward we will use the division on the right. 

In the chemicals business, we plan to shift organic chemicals, which are stable businesses, to growth 
businesses, and zinc, resin additives, and catalysts to stable businesses, and we will eliminate businesses that 
we are considering streamlining. 
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This is the change in operating income of the sub-segment. This is compared to the same period of the 
previous year. 

As mentioned by Mr. Yagura earlier, operating income from the growth businesses of electronic materials and 
cosmetics materials has declined significantly. 
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This is the forecast ratio. 

As for the forecast, the results exceeded the revised forecast mainly for titanium dioxide and zinc products 
and plastic additives in the efficiency improvement study business, but cosmetics materials did not perform 
well, resulting in lower-than-expected income and profit. 

We will now continue with an explanation of each of the sub-segments. 
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Electronic materials. 

Compared to the same period last year, sales volume of both dielectrics (barium titanate) and dielectric 
materials (high-purity barium carbonate) declined due to the sluggish semiconductor market. However, some 
price corrections, mainly in dielectrics (barium titanate), also penetrated the market, and sales remained 
almost unchanged. 

Operating income declined significantly, partly because of a drop in sales volume due to prolonged adjustment 
of capacity utilization, and partly because of a deteriorated sales mix. 

In terms of sales volume, we had expected sales volume to bottom out in Q2 of the previous year and gradually 
recover, but the market recovery was slower than expected, and as a result sales volume growth was sluggish, 
resulting in lower sales than expected. 

Operating income exceeded the forecast as a result of price correction mainly in dielectrics (barium titanate) 
and an improved sales mix, especially in dielectric materials (high-purity barium carbonate) , compared to the 
sales plan. 
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Next is cosmetics materials. 

Compared to the same period last year, net sales decreased due to a decline in sales volume affected by 
sluggish consumption of sunscreens in China and other countries, and the inability to produce as planned due 
to temporary factors such as quality improvement work, despite a steady recovery in domestic demand. 

Operating income decreased significantly due to a decline in sales volume and the recording of approximately 
JPY100 million in plant shutdown expenses resulting from a longer than usual shutdown for periodic repairs. 

Compared to the forecast, net sales fell short of the forecast due to lower-than-expected growth in sales 
volume as a result of continued sluggish demand overseas and the inability to produce as planned. 

Operating income also fell far short of the forecast, due in part to the lack of sales growth and, although this 
was a one-time factor, a JPY100 million loss on valuation of defective products. 
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Next is organic chemicals. 

Compared to the same period last year, sales of additives for plastic lens monomers, which are eyeglass lens 
materials, showed a steady increase in shipment volume due to strong demand for eyeglass lenses, but the 
shipment volume of bulk pharmaceutical intermediates decreased, resulting in a decline in total sales. 

Operating income decreased due to the unavoidable impact of high raw material and fuel prices for eyeglass 
lens materials, while operating income decreased in active pharmaceutical ingredients and intermediates due 
to a decrease in shipment volume. 

Sales of these products other than eyeglass lens materials and organic chemical products fell short of the 
forecast because the sales volume of these products fell short of the plan. 

Operating income was boosted by strong demand for plastic lenses and eyeglass lens materials. As a result, 
sales volume increased more than planned and exceeded the forecast. 
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It is a hygienic product. 

Compared to the same period of the previous year, net sales were at the same level as the same period of the 
previous year due to the weak yen, which resulted in a slowdown in the movement of imported commercial 
products related to hygienic products. 

Operating income increased due to lower manufacturing costs resulting from improved yields and lower 
operating expenses resulting from lower export freight costs. 

Sales fell short of the forecast due to slower-than-planned sales of manufactured goods, as the weak yen 
caused a downturn in cargo movements of imported commercial products and soaring prices in Indonesia 
caused a slump in the diaper market. 

Operating income was almost in line with the forecast, as operating expenses decreased due to the effect of 
yield improvement and lower export freight costs, despite lower capacity utilization due to lower sales. 
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Next is contract processing. 

YoY, sales decreased due to the completion of large projects in contracted processes. Sales of processed 
pigments were generally maintained on a YoY basis due to the penetration of price correction, despite a 
decrease in sales volume of building materials and bath additives. 

Operating income decreased due to lower sales volume. 

Sales fell short of forecast due to sluggish sales in processed pigments for building materials and pigments for 
office automation equipment. 

Operating income exceeded the forecast due to new orders received for process processing that exceeded 
expectations in place of large projects that had been terminated, as well as the penetration of price correction 
in the processing pigment business. 
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Next, titanium dioxide and zinc products. This excludes cosmetics materials. 

The YoY sales decline in the domestic zinc quotation market was about JPY700 million compared to the 
previous year. As for sales of titanium dioxide, the decline in sales volume due to the aggressive sales of 
inexpensive Chinese products was offset by price adjustments, but sales declined. 

Operating income decreased due to a decline in sales volume as a result of prioritizing price correction in the 
face of the remaining impact of high raw material and fuel prices and the inexpensive offensive by Chinese 
companies, although we have been pushing forward with price correction. This is a strategy of not chasing 
low-priced products. The decrease in profit was due in part to lower capacity utilization resulting from 
inventory adjustments. 

Sales were lower than forecast due to lower-than-expected sales volume in titanium dioxide as a result of the 
greater-than-expected impact of the offensive of inexpensive products from China amid price correction 
efforts. 

However, the deficit in operating income was smaller than expected due to the penetration of continuous 
price correction and the disposal of impairment losses that were executed at the time of Q3 closing of the 
fiscal year ended March 31, 2024. 
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Next is plastic additives. 

In terms of YoY sales, domestic demand was affected by a decline in housing starts and other factors, while 
overseas, sales volume of products for China declined. However, sales were almost on par with the previous 
year due to price correction both in Japan and overseas, and sales expansion of non-lead stabilizers in overseas 
local markets. 

Operating income increased due to the penetration of price correction in Japan, as well as an improved sales 
mix due to expanded sales of non-lead stabilizers in overseas local markets. 

Compared to the forecast, sales to the domestic market were sluggish for PVC demand. However, due to the 
prolonged economic stagnation in China overseas, both sales volumes did not grow as much as planned and 
were lower than expected. 

However, operating income exceeded the forecast due to the penetration of price correction both in Japan 
and overseas and sales expansion of non-lead stabilizers at overseas sites in Vietnam and Thailand. 
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Next is the catalysts. 

Compared to the same period last year, sales volume decreased. This was largely due to the impact of periodic 
repairs by domestic customers of nickel catalysts, and a drop in sales volume of deNOx catalysts due to a lull 
in large overseas projects that had contributed to the previous year's results. 

Operating income decreased, despite the penetration of price correction, as it could not offset the decline in 
sales volume. 

Sales volume of nickel catalysts fell short of the forecast due to a delay in the start-up of customers' new 
plants than expected, and sales volume of deNOx catalysts fell short of the forecast as a result of avoiding 
excessive price competition based on a sales policy that emphasizes profitability. 

Operating income exceeded the forecast due to the penetration of price correction mainly in nickel catalysts. 
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This is a medical business. 

Sales of barium contrast media and Aluloid-G (ethical pharmaceuticals) decreased due to the NHI price 
revision, but sales of medical devices and OTC drugs increased, resulting in a slight YoY increase in total sales. 

Operating income will also decrease due to the inevitable impact of lower margins from NHI drug price 
revisions and the high cost of raw materials and fuel. 

Compared to the forecast, sales were expected to be lower than expected due to the existing barium contrast 
media business, Aluloid G, and some delays in the launch of some products in these areas, although the 
decline in these prescription drugs was planned to be covered by new businesses. 

Operating income was lower than forecast due to the unavoidable impact of higher raw material and fuel 
prices. 
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Finally, before we discuss the sub-segment forecasts for the fiscal year ending March 31, 2025, we present 
here our perception of the business environment. 

We expect an overall recovery in growth businesses. However, in the efficiency improvement study business, 
first of all, for titanium dioxide and zinc products, we expect the severe sales situation to continue, with an 
oversupply of titanium dioxide and the continued inflow of inexpensive overseas products into the domestic 
market. 

Domestic demand for plastic additives is still sluggish and sales growth is expected to be difficult, but overseas 
demand will expand. We expect the switch from lead-based stabilizers to non–lead-based stabilizers to 
proceed accordingly. 
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The forecast by sub-segment is as follows. 

The new medium-term plan also shows an image of going from JPY2.9 billion to JPY5.4 billion, and the profit 
amount can be found here by sub-segment. 
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Finally, the table shows the projected changes in operating income for the sub-segments. 

First of all, compared with the same period of the previous year, we expect an increase of JPY5.4 billion due 
to an increase in sales volume of electronic materials and the effect of price correction in titanium dioxide 
and zinc, which is a business under consideration for efficiency improvement. 

However, for organic chemicals, we expect capital investment in active pharmaceutical ingredients and 
intermediates. With that, we expect an increase in depreciation expenses, so we expect a decrease in profit 
for this organic chemical. 

That is all for the explanation. Thank you very much for your kind attention. 

  



 
 

Sakai Chemical Industry Co., Ltd. Financial Results Briefing for the Fiscal Year Ended March 2024 

 

Question & Answer 

 

Moderator [M]: Now, I would like to receive questions on the contents of the financial statements that I have 
just explained. 

As indicated at the meeting and on the web, we would like to receive questions first from those present at 
the meeting, and then from those on the web. 

Please note that this briefing is being transcribed for the record. We do not disclose the name of the company 
or the name of the transcriber on our website, but we would appreciate your understanding that the 
transcription of your question will be recorded. 

Now, I would like to start with those of you in the audience. If you have any questions, please raise your hand 
and I will bring the microphone to you. 

Thank you. 

Participant [Q]: Thank you for your time today. Let me ask three questions on electronic materials. 

The first point is, please tell us what the sales composition is for the period that ended for dielectrics (barium 
titanate) and dielectric materials (high-purity barium carbonate). This is the first point. 

The second point is the image of their respective profit margins. I think the profit margin is changing a bit now, 
but could you tell me what the variation is? 

Third, I understand that there was a deterioration in the mix of dielectric materials (high-purity barium 
carbonate) in this fiscal year's results. Can you tell us what exactly was meant by this worsening of the mix? I 
ask for the above three points. 

Moderator [M]: Thank you. Now, Ogama will answer. 

Ogama [A]: Thank you for your questions. First of all, the composition ratio of dielectric materials (high-purity 
barium carbonate) and dielectrics (barium titanate) is not disclosed in detail, but I will give you a rough idea 
of the ratio. In terms of sales, the ratio is roughly three to two. Sales of dielectric materials are higher than 
those of dielectric materials (high-purity barium carbonate) , although this varies from YtoY. 

Your second question, I think you asked about operating margin. This also varies considerably from YtoY, and 
it is difficult to give an approximate figure, but the profit margin is higher for dielectrics (barium titanate). 

In terms of operating profit margin, the difference between the spread of dielectrics (barium titanate) and 
dielectric materials (high-purity barium carbonate) is approximately 10%. I will refrain from giving an exact 
operating profit margin, but you can imagine that the operating profit margin for dielectric materials (high-
purity barium carbonate) is lower. 

The third point is the difference in the composition of dielectric materials (high-purity barium carbonate), and 
there are several types of dielectrics (barium titanate). Relatively old products, or products that have been 
around for a long time, have relatively low unit selling prices, while more recent products, or capacitors used 
in middle-end and high-end applications, have high unit selling prices. 

Since we often ship in response to customers' requests, the composition difference has improved due to the 
relatively large number of items with high sales unit prices. That is all. 
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Participant [Q]: Thank you very much. I have an additional question.  

In the results for the fiscal year ended March 2024, sales were almost flat, but was there a difference between 
dielectrics (barium titanate) and dielectric materials (high-purity barium carbonate)? Also, you are forecasting 
a considerable increase in sales for the current fiscal year, but please tell us if there is any difference in the 
growth rate for each of the two. That is all. 

Ogama [A]: Flat, yes, in terms of composition, there was a slight increase in sales of dielectrics (barium 
titanate) in the fiscal year ended March 2024. However, the level is not so different from the ratio I mentioned 
earlier, so I hope you understand that this was not a reversal of the composition ratio. 

In the current fiscal year ending March 31, 2025, it is not a question of which will have more sales, but since 
market conditions have recovered considerably, we expect that the volume base, volume, and sales 
themselves will grow at about the same rate. 

Participant [Q]: The results for the fiscal year ended March 2024 were almost flat in terms of sales, which 
means that dielectrics (barium titanate) grew, and dielectric materials (high-purity barium carbonate) slightly 
decreased, although not by that much. Is that correct? 

Ogama [A]: Yes, it is. However, because of the effect of the price correction, in terms of volume, both are 
falling, March 2020, compared to the previous year. 

Participant [M]: Okay. Thank you very much. 

Moderator [M]: Thank you very much. Does anyone else in the audience have any other questions? Is it all 
right with you? 

Now, I would like to pass the baton to those of you who are participating via the Web. 

Now I would like to move on to questions from the online audience. Mr. Ishibashi, who has raised his hand, 
please remove your microphone mute and comment. 

Participant [Q]: Excuse me, I would like to ask you two questions.  

The first is that I have the impression that performance has picked up considerably in Q4 of the fiscal year 
that ended. Looking only at chemicals, the Company's operating income was JPY1.2 billion, before deducting 
company-wide expenses, of course, but it came back to JPY1.9 billion. Of course, the organic chemicals 
business was biased toward Q4, but I wonder if it is safe to assume that the profits for Q4 of the fiscal year 
will basically continue to be based on the Q4 profits from the new fiscal year onward. I would like to confirm 
whether this is not due to a transitory factor or not. 

The other thing is, you mentioned the price correction effect in the electronic materials area, what is the 
situation? Does this mean that the margins were a little low to begin with and have come through belatedly? 
I would like to ask if there has been any change in the attitude of acceptance on the part of customers. 

Ogama [A]: Thank you very much. The first point, that Q4 has picked up considerably, is as you have indicated. 
We are aware of this as well. 

As for market conditions, electronic materials bottomed out in Q2 of the last fiscal year, ended March 31, 
2024, and have been recovering. It is not as much of a V-shaped recovery as expected, but it is still showing 
in volume terms that it is picking up in Q3 and Q4. Currently, we see that situation continuing, and we expect 
this situation to continue, especially for electronic materials. 
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Of course, in Q2 of the previous fiscal year, we usually see a slight shift to H2 of the fiscal year when there are 
scheduled maintenance projects, but since the market seems to be moving based on the assumptions I 
mentioned earlier, I expect that Q4 will continue to see a similar trend. 

Participant [Q]: One more thing, please. 

Ogama [A]: Regarding the status of the price increase, in the last fiscal year, the environment was quite 
receptive to our request, and it is not necessarily true that 100% of our request was approved, but last fiscal 
year, the situation was much more favorable.  

However, the timing was a little later than we had planned, and the penetration of this system finally 
progressed in Q4, leading to a recovery in business performance in Q4. 

As for the future, the situation regarding the price of raw materials and fuels has calmed down somewhat, so 
we anticipate that negotiations will be quite difficult. 

However, as we have stated in the new medium-term management plan, there are still some areas in which 
we need to make firm progress on price correction as part of our management policy, and we will continue 
to negotiate with them. 

Participant [Q]: I see. This may be a bit of a mid-term plan, but is it correct to say that you will continue to 
correct the prices of electronic materials and improve profitability over the next three years, regardless of 
raw material increases? 

Ogama [A]: Yes, we are going to proceed with that. 

Participant [M]: I understand very well. Thank you very much. That is all. 

Moderator [M]: Thank you very much. Is there anything else? 

Since there do not seem to be any other questions online, I would like to conclude the financial results briefing 
session. 

[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]. 
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Disclaimer 

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. 

 


