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Shared Research Inc. has produced this report by request from the company discussed in the

report. The aim is to provide an “owner’s manual” to investors. We at Shared Research Inc.

make every effort to provide an accurate, objective, and neutral analysis. In order to highlight

any biases, we clearly attribute our data and findings. We will always present opinions from

company management as such. Our views are ours where stated. We do not try to convince or

influence, only inform. We appreciate your suggestions and feedback. Write to us at

sr_inquiries@sharedresearch.jp or find us on Bloomberg.
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Executive summary
Business overview
The Toyo Ink group (62 domestic and overseas consolidated subsidiaries under the holding company Toyo Ink SC Holdings

Co., Ltd. and seven equity-method affiliates) is a specialty chemical manufacturer focusing on multifunctional printing inks. Its

fine chemicals business accounts for roughly three-quarters of its profit.

Established in 1896, the company has the largest market share in printing inks in Japan and the fifth largest globally (the

largest is DIC [TSE1: 4631] and the second largest is Flint Group [Luxemburg]). In Japan, Toyo Ink is the largest manufacturer

of colorants for PET bottle caps and can coatings, and the second largest manufacturer of electronics films.

Toyo Ink has allocated business resources in areas that leverage its strengths in end-to-end production of inks from pigments

and resins (raw materials) and processing technology in synthesis, dispersion, and deposition. It plans to create new

businesses in new fields: next-generation display materials, image sensor materials, electromagnetic shields for high-speed

communications, medicated patches, inkjet inks for digital printing, flexo inks for flexible packaging, and electron beam

curing ink.

Toyo Ink is an equity-method affiliate of Toppan Printing Co., Ltd. (TSE1: 7911), with which it has a strong business relationship

that it has developed since its early days. These two companies have worked together to expand into the North American

and Chinese markets and develop resist inks. Toyo Ink also has a capital alliance with Sakata INX Corporation (TSE1: 4633),

the third largest player in the Japanese printing ink market. The company and Sakata INX cooperate in business, distribution,

and production.

The company has four main reporting segments split between the fine chemical and printing ink markets. In fine chemicals,

a growth area but still subject to sharp price fluctuations, the company’s Colorants & Functional Materials segment generated

23.5% of consolidated sales in FY12/20 and the Polymers & Coatings segment 23.8%. In the mature printing ink market, the

company’s Packaging Materials segment generated 25.4% of consolidated sales and the Printing & Information segment

25.0%.

In terms of profitability, on the fine chemical side we find a FY12/20 operating profit margin of 4.2% at the Colorants &

Functional Materials segment and 9.5% at the Polymers & Coatings segment, and on the printing ink side an operating profit

margin of 5.8% at the Packaging Materials segment and 0.4% at the Printing & Information segment. Despite differences in

profitability, these two domains complement each other in terms of raw material procurement, production, and R&D, which

has enabled the company to maintain a consolidated OPM of about 4–7% over the past 10 years.

The main printing ink customers are printing companies and packaging specialists, such as converters and cardboard

manufacturers. In the fine chemicals domain, the company serves a broad range of client companies that make

semiconductors, electronic parts, liquid crystals, and automotive components. It also competes with some chemical and

electronic parts manufacturers. Toyo Ink has supplied solutions beyond printing with support from its stable, long-term, and

direct business relationships with key customers (80% of sales are direct).

In FY12/20, 46.4% of sales came from overseas. While printing ink markets are shrinking in advanced countries as

information becomes digitalized, growth in emerging markets is promising. Packaging inks for food packaging and labels is

growing worldwide, and the company is receiving many inquiries for value-added UV-curable inks and eco-friendly biomass

inks in China, Europe, and the US.

Earnings trends
For FY12/20, the company reported full-year consolidated sales of JPY257.7bn (-7.9% YoY), operating profit of JPY12.9bn

(-2.0% YoY), recurring profit of JPY12.5bn (-9.4% YoY), and net income attributable to owners of the parent of JPY6.0bn

(-29.3% YoY). The drop in sales and earnings reflected the tough operating environment, with sales coming under pressure

from not only a worldwide slump in consumption spending, but also supply chain disruptions that delayed procurement of

certain raw materials and otherwise impeded production. Compared with the company’s forecast, consolidated sales were

0.9% below plan, operating profit 7.6% above plan, recurring profit 9.1% above plan, and net income attributable to owners

of the parent 0.3% above plan.
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Full-year FY12/21 company forecast (revised up on August 6, 2021) calls for consolidated sales of JPY280.0bn (+8.7% YoY),

operating profit of JPY14.5bn (+12.3% YoY), recurring profit of JPY15.0bn (+19.6% YoY), net income attributable to owners of

the parent of JPY8.5bn (+41.2% YoY), and EPS of JPY151.66. It expects to pay a dividend of JPY90.0 per share for the year.

The global economy continues to face harsh circumstances as economic activities are restrained by COVID-19. During 1H,

sales and profit were higher than initial company forecasts as the company secured stay-at-home demand as people refrained

from going out and expanded sales of high-performance products. The company expects for strong sales to continue from

Q3 on.

Strengths and weaknesses
Shared Research thinks the company’s strengths include 1) its status as a niche leader leveraging advanced proprietary core

materials and technologies (pigments and resins with synthesis, dispersion, and deposition), 2) long-term, stable collaborative

relationships with major customers (e.g. Toppan Printing) and problem-solving capabilities, and 3) leadership in growth areas

such as eco-friendly inks, and materials for sensors and smartphones.

In our view, its weaknesses include 1) reliance on Japan and Asia and delayed move into European and US markets through

acquisitions, 2) vulnerability to environmental regulations and rising raw material prices, due to slow shift to local production

and consumption internationally and supplier diversification, and 3) lack of boost to companywide earnings base despite

adoption of a holding company structure.

Note: Refer to Glossary at the end of the report for technical terms. 

The following are representative examples:

Pigments

Source: Company data

Pigments, pigment dispersions: “Pigment” is a generic term for powder insoluble in water and oil that is used for

coloring. Soluble coloring powder is known as dye. Organic pigments have a wide variety of applications, and are used

as or in colorants for printing inks, coatings, plastics, cosmetics, color copier toners, inkjet printer inks, and synthetic

resins and textiles.

Color filter paste: Color filter paste is the raw materials for color resists. The Toyo Ink group works to improve functions

and capabilities, leveraging its strengths in development and production across the entire process from high-

performance pigments through the end-product color resists (resist inks).

Electromagnetic shielding materials: These are used to attenuate electromagnetic energy by reflection, absorption, and

multipath reflection to avoid damage to human bodies or sensitive equipment. The Toyo Ink group has created a highly

effective electromagnetic shielding film by using a urethane resin it developed as a heat resistant adhesive and

dispersing conductive filler (a substance added to make resins conductive to electricity).
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Key financial data

Source: Shared Research based on company data

Note: On July 1, 2018, the company executed a 5:1 share consolidation. All figures except for the number of shares issued have been retrospectively adjusted.

Note: Figures may differ from company materials due to differences in rounding methods.

Segment results

Income statement FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20 FY12/21
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons. Est.
Sales 245,337 248,689 279,557 286,684 283,208 268,484 240,344 290,208 279,892 257,675 280,000
YoY -0.2% 1.4% 12.4% 2.5% -1.2% -5.2% - 3.6% -3.6% -7.9% 8.7%

Gross profit 53,516 58,019 64,156 63,739 64,882 65,388 55,910 62,293 60,333 57,196
YoY -9.0% 8.4% 10.6% -0.6% 1.8% 0.8% - - -3.1% -5.2%
Gross profit margin 21.8% 23.3% 22.9% 22.2% 22.9% 24.4% 23.3% 21.5% 21.6% 22.2%

Operating profit 13,648 17,547 19,728 18,210 18,236 19,231 16,774 15,276 13,174 12,909 14,500
YoY -28.7% 28.6% 12.4% -7.7% 0.1% 5.5% - -25.6% -13.8% -2.0% 12.3%
Operating profit margin 5.6% 7.1% 7.1% 6.4% 6.4% 7.2% 7.0% 5.3% 4.7% 5.0% 5.2%

Recurring profit 13,445 18,468 20,553 19,411 18,466 19,262 17,473 15,429 13,847 12,543 15,000
YoY -29.2% 37.4% 11.3% -5.6% -4.9% 4.3% - -27.6% -10.3% -9.4% 19.6%
Recurring profit margin 5.5% 7.4% 7.4% 6.8% 6.5% 7.2% 7.3% 5.3% 4.9% 4.9% 5.4%

Net income 7,238 8,714 12,260 13,304 11,818 12,702 10,376 11,847 8,509 6,019 8,500
YoY -37.2% 20.4% 40.7% 8.5% -11.2% 7.5% - -19.7% -28.2% -29.3% 41.2%
Net margin 3.0% 3.5% 4.4% 4.6% 4.2% 4.7% 4.3% 4.1% 3.0% 2.3% 3.0%

Per-share data (split-adjusted; JPY)
Shares issued (year-end; '000) 303,109 303,109 303,109 303,109 303,109 303,109 60,622 60,622 60,622 60,622
EPS (JPY) 121.3 146.0 205.5 223.0 198.1 215.0 177.7 202.9 145.7 103.1 151.7
EPS (fully diluted; JPY) - - - - 198.1 214.9 177.5 202.6 145.4 102.9
Dividend per share (JPY) 60.0 60.0 65.0 72.5 77.5 80.0 80.0 85.0 90.0 90.0 90.0
Book value per share (JPY) 2,399 2,628 3,032 3,473 3,443 3,608 3,793 3,668 3,757 3,589
Balance sheet (JPYmn)

Cash and cash equivalent 32,457 33,996 31,894 39,620 44,470 44,903 50,260 52,706 56,691 76,469
Total current assets 155,709 161,963 176,609 187,727 183,422 181,214 195,606 203,063 199,969 214,097
Tangible fixed assets 80,752 87,124 96,306 101,865 100,209 101,398 97,081 94,013 99,577 102,616
Investment and other assets 45,787 49,747 58,973 71,873 70,080 76,964 81,463 69,883 72,381 60,399
Intangible assets 895 736 4,713 2,796 5,683 4,487 4,307 4,649 4,202 3,113
Total assets 283,144 299,571 336,601 364,262 359,395 364,066 378,459 371,610 376,130 380,227

Short-term debt 35,306 34,822 33,369 20,931 20,401 29,364 22,507 20,593 30,315 19,379
Total current liabilities 99,127 98,000 101,612 90,742 87,369 97,513 94,808 100,839 106,747 91,411

Long-term debt 31,491 35,383 40,051 44,895 46,037 33,262 38,409 38,845 27,460 60,492
Total fixed liabilities 37,103 40,248 48,380 59,763 60,166 49,573 55,267 49,679 42,490 71,491
Total liabilities 136,230 138,249 149,993 150,506 147,536 147,087 150,075 150,518 149,237 162,902

Shareholders' equity 143,141 156,835 180,914 207,220 205,399 210,682 221,450 214,170 219,440 209,706
Total net assets 146,913 161,322 186,608 213,756 211,859 216,979 228,384 221,091 226,892 217,325
Total interest-bearing debt 67,599 71,059 74,442 66,923 67,303 63,464 60,454 58,825 57,775 79,871
Cash flow statement (JPYmn)
Cash flows from operating activities 18,453 17,460 17,603 25,702 25,727 23,370 18,663 19,197 19,673 16,743
Cash flows from investing activities -10,354 -14,363 -13,249 -6,198 -17,457 -10,611 -5,912 -10,828 -10,404 -13,294
Cash flows from financing activities -1,880 -1,465 -7,305 -13,585 -5,817 -11,231 -8,355 -5,695 -6,247 16,221
Financial indicators
ROA (RP-based) 4.8% 6.3% 6.5% 5.5% 5.1% 5.3% 4.7% 4.2% 3.7% 3.3%
ROE 5.1% 5.8% 7.3% 6.9% 5.8% 6.1% 4.8% 5.5% 3.9% 2.8%
Equity ratio 50.6% 52.4% 53.7% 56.9% 57.2% 57.9% 58.5% 57.6% 58.3% 55.2%

Sales (JPYmn) FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17
(12mo) FY12/18 FY12/19 FY12/20

Fine Chemicals 115,177 117,856 133,156 137,960 132,772 124,260 135,376 140,759 133,287 123,970
% of total 45.5% 46.2% 46.5% 46.9% 45.7% 45.2% 47.3% 47.6% 46.7% 47.2%
YoY -0.3% 2.3% 13.0% 3.6% -3.8% -6.4% - 4.0% -5.3% -7.0%

Colorants and Functional Materials 62,636 66,846 76,414 78,465 71,878 65,935 71,875 74,660 67,400 61,642
% of total 24.8% 26.2% 26.7% 26.7% 24.7% 24.0% 25.1% 25.3% 23.6% 23.5%
YoY -1.1% 6.7% 14.3% 2.7% -8.4% -8.3% - 3.9% -9.7% -8.5%

Polymers and Coatings 52,541 51,010 56,742 59,495 60,894 58,325 63,501 66,099 65,887 62,328
% of total 20.8% 20.0% 19.8% 20.2% 20.9% 21.2% 22.2% 22.4% 23.1% 23.8%
YoY 0.7% -2.9% 11.2% 4.9% 2.4% -4.2% - 4.1% -0.3% -5.4%

Printing Ink 131,670 131,291 148,057 150,582 152,062 144,616 143,981 147,425 144,751 132,184
% of total 52.1% 51.5% 51.7% 51.2% 52.3% 52.6% 50.4% 49.9% 50.7% 50.4%
YoY 0.3% -0.3% 12.8% 1.7% 1.0% -4.9% - 2.4% -1.8% -8.7%

Packaging 55,562 56,160 62,530 63,114 64,623 62,965 63,490 68,047 68,071 66,589
% of total 22.0% 22.0% 21.8% 21.4% 22.2% 22.9% 22.2% 23.0% 23.9% 25.4%
YoY 2.1% 1.1% 11.3% 0.9% 2.4% -2.6% - 7.2% 0.0% -2.2%

Printing and Information 76,108 75,131 85,527 87,468 87,439 81,651 80,491 79,378 76,680 65,595
% of total 30.1% 29.5% 29.8% 29.7% 30.1% 29.7% 28.1% 26.9% 26.9% 25.0%
YoY -0.9% -1.3% 13.8% 2.3% 0.0% -6.6% - -1.4% -3.4% -14.5%

Other 6,073 5,895 5,403 5,704 5,980 6,115 6,591 7,228 7,291 6,229
% of total 2.4% 2.3% 1.9% 1.9% 2.1% 2.2% 2.3% 2.4% 2.6% 2.4%
YoY -10.2% -2.9% -8.3% 5.6% 4.8% 2.3% - 9.7% 0.9% -14.6%

Eliminations -7,583 -6,355 -7,061 -7,564 -7,608 -6,509 -5,883 -5,205 -5,439 -4,708
Cons. 245,337 248,689 279,557 286,684 283,208 268,484 280,066 290,208 279,892 257,675

YoY -0.3% 1.4% 12.4% 2.5% -1.2% -5.2% - 3.6% -3.6% -7.9%

Operating profit (JPYmn) FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17
(12mo) FY12/18 FY12/19 FY12/20

Fine Chemicals 9,001 11,030 11,568 10,936 9,774 11,245 14,386 11,364 9,399 8,547
Operating profit margin 7.8% 9.4% 8.7% 7.9% 7.4% 9.0% 10.6% 8.1% 7.1% 6.9%
% of total 66.5% 63.1% 58.7% 60.2% 53.6% 58.5% 70.1% 74.4% 71.2% 66.2%
YoY -31.9% 22.5% 4.9% -5.5% -10.6% 15.1% - -21.0% -17.3% -9.1%

Colorants and Functional Materials 6,210 7,630 8,140 7,290 4,227 4,604 6,514 5,329 3,386 2,610
Operating profit margin 9.9% 11.4% 10.7% 9.3% 5.9% 7.0% 9.1% 7.1% 5.0% 4.2%
% of total 45.9% 43.6% 41.3% 40.1% 23.2% 24.0% 31.8% 34.9% 25.7% 20.2%
YoY -31.5% 22.9% 6.7% -10.4% -42.0% 8.9% - -18.2% -36.5% -22.9%

Polymers and Coatings 2,791 3,400 3,428 3,646 5,547 6,641 7,872 6,035 6,013 5,937
Operating profit margin 5.3% 6.7% 6.0% 6.1% 9.1% 11.4% 12.4% 9.1% 9.1% 9.5%
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Source: Shared Research based on company data

Note: On July 1, 2018, the company executed a 5:1 share consolidation. All figures except for number of shares issued have been retrospectively adjusted.

Note: FY12/19, company forecast figures for Others are after elimination of intersegment transactions.

Note: From FY12/18, a portion of business involving coating materials transferred from the Printing & Information segment to the Polymers & Coatings segment.

Note: Figures may differ from company materials due to differences in rounding methods.

% of total 20.6% 19.4% 17.4% 20.1% 30.4% 34.6% 38.4% 39.5% 45.6% 46.0%
YoY -32.9% 21.8% 0.8% 6.4% 52.1% 19.7% - -23.3% -0.4% -1.3%

Printing Ink 3,102 5,503 6,245 4,407 5,700 6,188 4,996 2,422 3,372 4,132
Operating profit margin 2.4% 4.2% 4.2% 2.9% 3.7% 4.3% 3.5% 1.6% 2.3% 3.1%
% of total 22.9% 31.5% 31.7% 24.2% 31.3% 32.2% 24.4% 15.9% 25.6% 32.0%
YoY -46.5% 77.4% 13.5% -29.4% 29.3% 8.6% - -51.5% 39.2% 22.5%

Packaging 1,735 2,174 1,982 1,768 2,723 2,871 2,422 1,491 3,058 3,885
Operating profit margin 3.1% 3.9% 3.2% 2.8% 4.2% 4.6% 3.8% 2.2% 4.5% 5.8%
% of total 12.8% 12.4% 10.1% 9.7% 14.9% 14.9% 11.8% 9.8% 23.2% 30.1%
YoY -44.2% 25.3% -8.8% -10.8% 54.0% 5.4% - -38.4% 105.1% 27.0%

Printing and Information 1,367 3,329 4,263 2,639 2,977 3,317 2,574 931 314 247
Operating profit margin 1.8% 4.4% 5.0% 3.0% 3.4% 4.1% 3.2% 1.2% 0.4% 0.4%
% of total 10.1% 19.0% 21.6% 14.5% 16.3% 17.3% 12.5% 6.1% 2.4% 1.9%
YoY -49.2% 143.5% 28.1% -38.1% 12.8% 11.4% - -63.8% -66.3% -21.3%

Other 1,437 948 1,890 2,833 2,754 1,777 1,131 1,481 424 234
Operating profit margin 23.7% 16.1% 35.0% 49.7% 46.1% 29.1% 17.2% 20.5% 5.8% 3.8%
% of total 10.6% 5.4% 9.6% 15.6% 15.1% 9.3% 5.5% 9.7% 3.2% 1.8%
YoY -390.9% -34.0% 99.4% 49.9% -2.8% -35.5% - 30.9% -71.4% -44.8%

Eliminations 106 63 23 33 5 18 8 6 -23 -7
Cons. 13,648 17,547 19,728 18,210 18,236 19,231 20,524 15,276 13,174 12,909

YoY -28.7% 28.6% 12.4% -7.7% 0.1% 5.5% - -25.6% -13.8% -2.0%
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Trends and outlook
Quarterly trends and results

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Cumulative FY12/19 FY12/20 FY12/21 FY12/21
(JPYmn) Q1 Q1–Q2 Q1–Q3 Q1–Q4 Q1 Q1–Q2 Q1–Q3 Q1–Q4 Q1 Q1–Q2 Q1–Q3 Q1–Q4 % of Est. FY Est.
Sales 69,082 139,376 209,456 279,892 63,424 123,290 187,418 257,675 68,359 139,356 210,965 75.3% 280,000

YoY 1.2% -1.1% -1.9% -3.6% -8.2% -11.5% -10.5% -7.9% 7.8% 13.0% 12.6% 8.7%
Gross profit 14,874 30,313 44,641 60,333 14,303 27,388 41,176 57,196 14,915 29,918 43,759

YoY -2.4% -2.6% -3.2% -3.1% -3.8% -9.6% -7.8% -5.2% 4.3% 9.2% 6.3%
Gross profit margin 21.5% 21.7% 21.3% 21.6% 22.6% 22.2% 22.0% 22.2% 21.8% 21.5% 20.7%

SG&A
expenses 12,088 24,202 35,146 47,159 11,299 21,838 32,740 44,286 11,387 22,688 34,012

YoY 6.1% 3.4% -0.1% 0.3% -6.5% -9.8% -6.8% -6.1% 0.8% 3.9% 3.9%
SG&A ratio 17.5% 17.4% 16.8% 16.8% 17.8% 17.7% 17.5% 17.2% 16.7% 16.3% 16.1%

Operating
profit 2,786 6,111 9,495 13,174 3,004 5,549 8,435 12,909 3,527 7,230 9,746 67.2% 14,500

YoY -27.6% -20.6% -13.0% -13.8% 7.8% -9.2% -11.2% -2.0% 17.4% 30.3% 15.5% 12.3%
Operating profit margin 4.0% 4.4% 4.5% 4.7% 4.7% 4.5% 4.5% 5.0% 5.2% 5.2% 4.6% 5.2%

Recurring
profit 3,044 6,347 9,609 13,847 1,989 4,933 7,466 12,543 4,222 8,662 11,159 74.4% 15,000

YoY -10.9% -15.0% -11.1% -10.3% -34.7% -22.3% -22.3% -9.4% 112.3% 75.6% 49.5% 19.6%
Recurring profit margin 4.4% 4.6% 4.6% 4.9% 3.1% 4.0% 4.0% 4.9% 6.2% 6.2% 5.3% 5.4%

Net income 2,393 2,770 5,410 8,509 1,161 2,646 4,215 6,019 3,159 6,319 6,985 82.2% 8,500
YoY 10.4% -47.8% -35.7% -28.2% -51.5% -4.5% -22.1% -29.3% 172.1% 138.8% 65.7% 41.2%
Net margin 3.5% 2.0% 2.6% 3.0% 1.8% 2.1% 2.2% 2.3% 4.6% 4.5% 3.3% 3.0%

Quarterly FY12/19 FY12/20 FY12/21
(JPYmn) Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Sales 69,082 70,294 70,080 70,436 63,424 59,866 64,128 70,257 68,359 70,997 71,609

YoY 1.2% -3.3% -3.4% -8.2% -8.2% -14.8% -8.5% -0.3% 7.8% 18.6% 11.7%
Gross profit 14,874 15,439 14,328 15,692 14,303 13,085 13,788 16,020 14,915 15,003 13,841

YoY -2.4% -2.8% -4.3% -3.1% -3.8% -15.2% -3.8% 2.1% 4.3% 14.7% 0.4%
Gross profit margin 21.5% 22.0% 20.4% 22.3% 22.6% 21.9% 21.5% 22.8% 21.8% 21.1% 19.3%

SG&A
expenses 12,088 12,114 10,944 12,013 11,299 10,539 10,902 11,546 11,387 11,301 11,324

YoY 6.1% 0.7% -7.0% 1.5% -6.5% -13.0% -0.4% -3.9% 0.8% 7.2% 3.9%
SG&A ratio 17.5% 17.2% 15.6% 17.1% 17.8% 17.6% 17.0% 16.4% 16.7% 15.9% 15.8%

Operating
profit 2,786 3,325 3,384 3,679 3,004 2,545 2,886 4,474 3,527 3,703 2,516

YoY -27.6% -13.7% 5.3% -15.6% 7.8% -23.5% -14.7% 21.6% 17.4% 45.5% -12.8%
Operating profit margin 4.0% 4.7% 4.8% 5.2% 4.7% 4.3% 4.5% 6.4% 5.2% 5.2% 3.5%

Recurring
profit 3,044 3,303 3,262 4,238 1,989 2,944 2,533 5,077 4,222 4,440 2,497

YoY -10.9% -18.5% -2.4% -8.3% -34.7% -10.9% -22.3% 19.8% 112.3% 50.8% -1.4%
Recurring profit margin 4.4% 4.7% 4.7% 6.0% 3.1% 4.9% 3.9% 7.2% 6.2% 6.3% 3.5%

Net income 2,393 377 2,640 3,099 1,161 1,485 1,569 1,804 3,159 3,160 666
YoY 10.4% -88.0% -15.1% -9.6% -51.5% 293.9% -40.6% -41.8% 172.1% 112.8% -57.6%
Net margin 3.5% 0.5% 3.8% 4.4% 1.8% 2.5% 2.4% 2.6% 4.6% 4.5% 0.9%
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Source: Shared Research based on company data

Notes: Figures may differ from company materials due to differences in rounding.

In FY12/18, a portion of businesses involving coating materials transferred from the Printing & Information segment to the Polymers & Coatings segment.

In FY12/21, the inkjet ink business was transferred from the Printing & Information segment to the Colorants & Functional Materials segment. Q1–Q3 FY12/20 figures are based

on the post-revision reporting segments.

Cumulative Q3 FY12/21 results (out November 12,
2021)

Results summary

Summary of consolidated results for the nine-month period through Q3 FY12/21

For cumulative Q3 FY12/21, the company reported consolidated sales of JPY211.0bn (+12.6% YoY), operating profit of

JPY9.7bn (+15.5% YoY), recurring profit of JPY11.2bn (+49.5% YoY), and net income attributable to owners of the parent of

JPY7.0bn (+65.7% YoY). 

There was double-digit YoY growth in sales and operating profit in cumulative Q3, but in Q3 alone (July–September 2021),

sales grew 11.7% YoY to JPY71.6bn but operating profit dropped 12.8% YoY to JPY2.5bn due to higher raw material prices.

Q3 (July–September 2021) results

Sales: JPY71.6bn (+11.7% YoY)

Operating profit: JPY2.5bn (-12.8% YoY)

Recurring profit: JPY2.5bn (-1.4% YoY)

Net income attributable to owners of the parent: JPY666mn (-57.6% YoY)

By segment (cumulative) FY12/19 FY12/20 FY12/21 FY12/21
(JPYmn) Q1 Q1–Q2 Q1–Q3 Q1–Q4 Q1 Q1–Q2 Q1–Q3 Q1–Q4 Q1 Q1–Q2 Q1–Q3 Q1–Q4 % of Est. FY Est.
Sales 69,082 139,376 209,456 279,892 63,424 123,290 187,418 257,675 68,359 139,356 210,965 75.3% 280,000
YoY 1.2% -1.1% -1.9% -3.6% -8.2% -11.5% -10.5% -7.9% 7.8% 13.0% 12.6% 8.7%
Colorants and Functional
Materials 16,807 34,620 51,114 67,400 15,873 30,272 46,695 61,642 18,516 36,796 55,508 75.0% 74,000

YoY -4.8% -5.3% -7.9% -9.7% - - - -8.5% 16.7% 21.6% 18.9% 20.0%
Polymers and Coatings 15,761 32,701 49,146 65,887 14,847 29,931 45,598 62,328 16,285 33,614 51,676 75.4% 68,500

YoY 3.6% 2.6% 0.9% -0.3% -5.8% -8.5% -7.2% -5.4% 9.7% 12.3% 13.3% 9.9%
Packaging 16,439 33,434 50,505 68,071 16,321 32,910 49,177 66,589 17,047 35,406 53,558 74.4% 72,000

YoY 3.7% 1.5% 1.0% 0.0% -0.7% -1.6% -2.6% -2.2% 4.4% 7.6% 8.9% 8.1%
Printing and Information 19,562 37,633 57,290 76,680 16,071 29,298 44,808 65,595 16,156 32,633 48,847 74.6% 65,500

YoY 2.1% -2.9% -1.1% -3.4% - - - -14.5% 0.5% 11.4% 9.0% -0.1%
Operating profit 2,786 6,111 9,495 13,174 3,004 5,549 8,435 12,909 3,527 7,230 9,746 67.2% 14,500
YoY -27.6% -20.6% -13.0% -13.8% - - - -2.0% 17.4% 30.3% 15.5% 12.3%
Colorants and Functional
Materials 928 1,949 2,725 3,386 689 1,007 1,325 2,610 1,176 2,723 4,036 67.3% 6,000

YoY -26.0% -26.7% -28.9% -36.5% -25.8% -48.3% -51.4% -22.9% 70.7% 170.4% 204.6% 129.9%
Polymers and Coatings 1,174 2,789 4,371 6,013 1,169 2,449 4,106 5,937 1,196 1,989 2,687 64.0% 4,200

YoY -3.9% -3.6% -0.6% -0.4% -0.4% -12.2% -6.1% -1.3% 2.3% -18.8% -34.6% -29.3%
Packaging 478 1,148 2,017 3,058 854 1,916 2,723 3,885 717 1,271 1,476 54.7% 2,700

YoY 38.2% 53.7% 93.9% 105.1% 78.7% 66.9% 35.0% 27.0% -16.0% -33.7% -45.8% -30.5%
Printing and Information 76 37 135 314 234 37 50 247 263 858 996 49.8% 2,000

YoY -79.5% -94.7% -81.3% -66.3% - - - -21.3% 12.4% 2,218.9% 1,892.0% 709.7%
By segment (quarterly) FY12/19 FY12/20 FY12/21
(JPYmn) Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Sales 69,082 70,294 70,080 70,436 63,424 59,866 64,128 70,257 68,359 70,997 71,609
YoY 1.2% -3.3% -3.4% -8.2% -8.2% -14.8% -8.5% -0.3% 7.8% 18.6% 11.7%
Colorants and Functional
Materials 16,807 17,813 16,494 16,286 15,873 14,399 16,423 - 18,516 18,280 18,712

YoY -4.8% -5.8% -13.0% -15.0% - - - - 16.7% 27.0% 13.9%
Polymers and Coatings 15,761 16,940 16,445 16,741 14,847 15,084 15,667 16,730 16,285 17,329 18,062

YoY 3.6% 1.6% -2.3% -3.8% -5.8% -11.0% -4.7% -0.1% 9.7% 14.9% 15.3%
Packaging 16,439 16,995 17,071 17,566 16,321 16,589 16,267 17,412 17,047 18,359 18,152

YoY 3.7% -0.5% 0.0% -2.6% -0.7% -2.4% -4.7% -0.9% 4.4% 10.7% 11.6%
Printing and Information 19,562 18,071 19,657 19,390 16,071 13,227 15,510 - 16,156 16,477 16,214

YoY 2.1% -7.8% 2.7% -9.7% - - - - 0.5% 24.6% 4.5%
Operating profit 2,786 3,325 3,384 3,679 3,004 2,545 2,886 4,474 3,527 3,703 2,516
YoY -27.6% -13.7% 5.3% -15.6% 7.8% -23.5% -14.7% 21.6% 17.4% 45.5% -12.8%
Colorants and Functional
Materials 928 1,021 776 661 689 318 318 - 1,176 1,547 1,313

YoY -26.0% -27.3% -33.9% -55.8% - - - - 70.7% 386.5% 312.9%
Polymers and Coatings 1,174 1,615 1,582 1,642 1,169 1,280 1,657 1,831 1,196 793 698

YoY -3.9% -3.4% 5.2% 0.2% -0.4% -20.7% 4.7% 11.5% 2.3% -38.0% -57.9%
Packaging 478 670 869 1,041 854 1,062 807 1,162 717 554 205

YoY 38.2% 67.1% 196.6% 130.8% 78.7% 58.5% -7.1% 11.6% -16.0% -47.8% -74.6%
Printing and Information 76 -39 98 179 234 -197 13 - 263 595 138

YoY -79.5% - 308.3% -13.9% - - - - 12.4% - 961.5%
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Progress versus forecast

Compared with the company’s upwardly revised full-year estimates issued August 6, 2021, cumulative Q3 results reached

75.3% for sales (72.7% of the FY12/20 full-year result in cumulative Q3 FY12/20), 67.2% for operating profit (65.3%), 74.4%

for recurring profit (59.5%), and 82.2% for net income attributable to owners of the parent (70.0%). The company made no

changes to its full-year estimates for FY12/21 at the time of its Q3 results announcement.

Although higher raw material prices are putting pressure on profits, profitability is actually improving in the each segment.

In particular, Toyo Ink is steadily building a profit base in the Colorants & Functional Materials business, on which the

company is focusing. Raw material prices have risen more than expected, but the company is working on price revisions. It is

reviewing its business portfolio and its product formulas, and is working to implement price revisions for a second or even

third time. Even with raw material prices rising, profitability is improving in Colorants & Functional Materials (especially for

inkjet ink) and Printing & Information, which had experienced profitability issues in cumulative Q3 FY12/20. In plastic

colorants-related business, the profitability of existing product groups is gradually improving with the consolidation of bases

and an expanded lineup of functional products.

Sales

Cumulative Q3 FY12/21 sales were JPY211.0bn (+12.6% YoY). All segments achieved sales growth except the Others

segment. The company reported sales of JPY55.5bn (+18.9% YoY) in Colorants & Functional Materials, JPY51.7bn (+13.3%

YoY) in Polymers & Coatings, JPY53.6bn (+8.9% YoY) in Packaging Materials, JPY48.8bn (+9.0% YoY) in Printing &

Information, and JPY4.5bn (-3.9% YoY) in Others.

Offset inks in the Printing & Information segment and colorants in the Colorants & Functional Materials segment, both of

which account for a relatively high ratio of sales, saw significant declines in demand in cumulative Q3 FY12/20 due to the

economic downturn caused by the COVID-19 pandemic, but generated substantial increases in sales in cumulative Q3

FY12/21 after recovery in demand during 1H. In terms of colorants, in addition to recovery in Japan from the worst impact of

the pandemic, recovery in overseas demand made a sizable contribution, especially with recovery in production activity in

Vietnam and other Southeast Asian countries.

Operating profit

Cumulative Q3 FY12/21 operating profit was JPY9.7bn (+JPY1.3bn YoY, +15.5% YoY). The company reported operating profit

of JPY4.0bn (+204.6% YoY) in Colorants & Functional Materials, JPY2.7bn (-34.6% YoY) in Polymers & Coatings, JPY1.5bn

(-45.8% YoY) in Packaging Materials, JPY996mn (+1,892.0% YoY) in Printing & Information, and JPY569mn (+158.6% YoY) in

Others. In the Colorants & Functional Materials segment, resist ink and other media materials contributed to profit growth.

Although the Polymers & Coatings and Packaging Materials segments post double-digit YoY profit declines triggered by

higher raw material prices, there was robust demand for smartphones and semiconductors, and profit grew for

electromagnetic shielding film, conductive adhesive sheets, and other related products.

The operating profit margin of 4.6% was up 0.1pp YoY. The gross profit margin finished down 1.3pp YoY at 20.7%, and SG&A-

to-sales ratio at 16.1% improved 1.4pp YoY.

Impact of higher raw material prices

At the time of its 1H results briefing, Toyo Ink estimated the impact of raw material prices on operating profit to be JPY6.8bn

(including JPY2.0bn in 1H FY12/21), and expected to cover roughly 60% of the JPY4.8bn impact in 2H through price

revisions. However, since the beginning of Q3, price hikes have greatly exceeded the amount postulated at end-1H, and the

company has therefore been renegotiating prices with its customers. Although price revisions progressed as expected

during Q3, the company will take measures to promote the second and third rounds of price negotiations hereafter.

Price revisions proceeded almost according to plan in Q3, but this was still not adequate to keep pace with the rise in raw

material prices. During Q3, the prices of naphtha and raw materials from China (including resins, pigments, and organic

solvents such as ethyl acetate) rose in particular. The prices of Chinese raw materials rose on a spot basis due to tight supply

caused by environmental regulations and decarbonization efforts. It will be difficult to cover the entire impact of higher-than-

expected prices hikes during FY12/21, but the company will do what it can via addition rounds of price revision. Although

the company has been helped by an increase in Chinese raw materials following a low point in supply, an uncertain outlook

meant that as of end-Q3 it was only able to negotiate price revisions based on its initial assumptions about cost hikes.
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Recurring profit

Cumulative Q3 FY12/21 recurring profit was JPY11.2bn (+49.5% YoY). Foreign exchange gains came to JPY730mn (versus

foreign exchange losses of JPY1.3bn in cumulative Q3 FY12/20).

Net income attributable to owners of the parent

Cumulative Q3 FY12/21 net income attributable to owners of the parent was JPY7.0bn (+65.7% YoY). The company booked

impairment loss of JPY1.0bn related to the Colorants & Functional Materials segment (included in business structure

improvement expenses of JPY1.2bn that accompanied the consolidation of production functions) and impairment loss of

JPY603mn related to the Myanmar business. The business structure improvement expenses were related to measures to

streamline and shorten the production process with the aim of improving the cost competitiveness of media material. The

impairment loss for the Myanmar business was due to uncertainty caused by political instability there.

Progress on medium-term management plan

As before, the company assumes its operating environment will remain challenging, with prices for raw materials continuing

to rise as supply chain delays and a number of disaster-related plant shutdowns at raw materials manufacturers have caused

worldwide shortages and sharp increases in the prices of key raw materials. Faced with these conditions, the Toyo Ink group

continues to execute the core elements of its business plan, which calls for taking further steps to improve the profitability of

its individual businesses, creating and growing new businesses in strategic areas, and enhancing the value of its management

resources for sustainable growth in the future.

Improving the profitability of individual businesses

Toyo Ink is working to form strategic groups of highly profitable businesses, while restructuring, reforming, or withdrawing

from businesses with poor profitability. The company took measures in FY12/20 to address the latter, posting extraordinary

loss. After reviewing the overall strategy of overseas bases for colorants, the company sold its business in France and

withdrew from the Philippine business to stem the losses it had been recording in those countries. As a result, profit on

colorants has improved remarkably so far in FY12/21, growing despite the pressure of soaring raw material prices. In regard

to media material, the company implemented new measures in FY12/21 and booked expenses to improve production

efficiency (see earlier detail about business structure improvement expenses and impairment loss in cumulative Q3).

Forming strategic groups of highly profitable businesses

As a result of improvements to formerly low-profit businesses such as colorants, the businesses are becoming more profitable

and their position in the company business portfolio is therefore changing. In terms of increasing the number of highly

profitable business groups, in electronics-related applications, which the company is strategically expanding, products such as

electromagnetic shields, conductive adhesive sheets, and other functional films in the Polymers & Coatings segment are

contributing to sales and profit growth, as are high performance adhesive compounds for electronics, resist ink for media

material, and other products.

The company is making steady progress on the expansion of overseas bases for polymers, although the profit situation

remains difficult. It is also making steady progress on increasing production of adhesive compounds in the US and China.

In regard to liquid inks, construction of new factories in Jiangmen (the company's main base in China) and Turkey and

expansion of the production base in India are steadily proceeding.

Creating and growing new businesses in strategic areas

Toyo Ink is focusing on making progress in sustainability and communication. In sustainable science, the company is

launching eco-friendly packaging, as well as materials for electric vehicles and new energy, with a particular focus on

materials for lithium-ion batteries. It has established bases in the US, Europe, Japan, and China. During Q3, a US factory for

lithium-ion battery applications began operating and some test shipments have begun. Setting its sights on needs related to

5G and CASE (Connected, Autonomous, Shared, Electric vehicles), the company is constructing a pilot plant at the Kawagoe

Factory to develop and manufacture materials for semiconductors. It is making steady progress toward achieving its FY12/23

sales target and is checking whether progress is in line to achieve the objectives of its medium-term management plan. The

company says sales in the priority development domains of communication science, life science, and sustainable science are

progressing as planned.
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Breakdown by segment

Colorants & Functional Materials segment

For cumulative Q3 FY12/21, the Colorants & Functional Materials segment reported sales of JPY55.5bn (+18.9% YoY) and

operating profit of JPY4.0bn (+204.6% YoY).

Domestic sales: JPY30.3bn (+14.0% YoY); overseas sales: JPY38.5bn (+24.0% YoY)

Domestic operating profit: JPY2.1bn (+165.9% YoY); overseas operating profit: JPY2.2bn (+436.4% YoY)

For Q3 (July–September 2021), the segment reported sales of JPY18.7bn (+13.9% YoY) and operating profit of JPY1.3bn

(+312.9% YoY).

Domestic sales: JPY9.9bn (+14.5% YoY); overseas sales: JPY13.2bn (+20.6% YoY)

Domestic operating profit: JPY800mn (n.a.); overseas operating profit: JPY500mn (+385.2% YoY)

Demand for high performance pigments and materials for use in LCD color filters for TV, PC, and tablet displays was strong

as people spent more time at home due to the pandemic. The company also expanded sales in Taiwan and China.

In the area of commodity type pigments, the company reported solid sales of pigments for liquid inks; sales of pigments for

information printing inks was weak, though, and rising raw materials prices was also a negative. Sales of ink jet inks showed

solid gains thanks largely to strong demand for use in digital printing applications in overseas market including China, the

US, and Europe. 

In the area of plastic colorants, the company saw strong demand for applications in food containers and other types of

common plastic goods meant for everyday use as market conditions recovered. Profitability in this area continued to benefit

from the company's ongoing restructuring efforts aimed at pulling out of unprofitable markets, particularly in Europe and

Southeast Asia. The company is focusing on high value-added colorants, and overseas sales of masterbatches for solar cell

encapsulants were robust. 

Solid performance in media material and the liquidation of overseas bases for colorants contributed to the large YoY increase

in profit. The company also made further progress in its efforts to revise prices in response to the rising cost of raw materials.

Polymers & Coatings segment

For cumulative Q3 FY12/21, the Polymers & Coatings segment reported sales of JPY51.7bn (+13.3% YoY) and operating

profit of JPY2.7bn (-34.6% YoY).

Domestic sales: JPY36.5bn (+8.4% YoY); overseas sales: JPY22.9bn (+27.5% YoY)

Domestic operating profit: JPY1.9bn (-22.0% YoY); overseas operating profit: JPY800mn (-48.7% YoY)

For Q3 (July–September 2021), the segment reported sales of JPY18.1bn (+15.3% YoY) and operating profit of JPY698mn

(-57.9% YoY).

Domestic sales: JPY12.5bn (+12.0% YoY); overseas sales: JPY8.3bn (+22.1% YoY)

Domestic operating profit: JPY500mn (-55.3% YoY); overseas operating profit: JPY200mn (-64.6% YoY)

Sales for packaging applications were robust with economic recovery overseas. In electronics applications, growth in

functional films that have been adopted as the de facto standard product for 5G contributed to both sales and profit.

However, operating profit declined significantly YoY due to higher raw material prices for resin-related products such as

commodity type adhesive compounds and adhesives.

In the area of coating materials, the company reported "firm" sales of conductive adhesive sheets and electromagnetic

shielding films for smartphones and similarly firm sales of heat resistant, low-adhesion films for LCD panels and automotive

applications.

In the area of Adhesives, the company reported solid domestic and overseas demand, with domestic demand being driven

by packaging for snack foods and pet foods, and overseas demand being driven by packaging for food products.
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In the area of adhesive compounds, the company reported strong demand from labeling-related applications in Japan and

strong demand for polarizing plate-related applications both in Japan and overseas. On the earnings front, margins were

squeezed hard by procurement difficulties and the spike in raw materials prices around the world, with the hit to margins

being only partially offset by price hikes.

In the area of can coatings, the company saw strong domestic demand for use on beverage cans as beverage makers stepped

up their efforts to capture stay-at-home demand with new beverage offerings; demand for coatings was on the mend

overseas, especially in China and Thailand but margins were squeezed by rising raw material prices.

Packaging Materials segment

For cumulative Q3 FY12/21, the Packaging Materials segment reported sales of JPY53.6bn (+8.9% YoY) and operating

profit of JPY1.5bn (-45.8% YoY).

Domestic sales: JPY30.4bn (+5.9% YoY); overseas sales: JPY24.0bn (+13.1% YoY)

Domestic operating profit: JPY800mn (-36.7% YoY); overseas operating profit: JPY700mn (-54.0% YoY)

For Q3 (July–September 2021), the segment reported sales of JPY18.2bn (+11.6% YoY) and operating profit of JPY205mn

(-74.6% YoY).

Domestic sales: JPY10.3bn (+11.5% YoY); overseas sales: JPY8.1bn (+12.2% YoY)

Domestic operating profit: JPY100mn (-47.4% YoY); overseas operating profit: JPY100mn (-90.4% YoY)

Overseas sales were robust, especially in regions of focus such as Turkey and India. As in the Polymers & Coatings segment,

profit declined substantially YoY due to rising prices for ethyl acetate and other solvents often used in this segment.

In Japan, sales of liquid inks for paper bags for gifts and apparel were sluggish as people refrained from outings, but sales of

liquid inks for packaging for frozen foods, noodles, and other household food products expanded. Demand from

construction materials-related applications also took a solid turn for the better. Overseas, the company saw strong sales in

China, India, and the Middle East, but demand from some Southeast Asian countries was down due to ongoing restrictions

on businesses. On the earnings front, margins were squeezed hard by procurement difficulties and the spike in raw materials

prices around the world, the hit to margins being only partially offset by price hikes. At its gravure cylinder platemaking

business, the company reported strong demand for precision platemaking for electronics-related applications; demand for

flexible packaging and paper container-related applications also bounced back.

Toyo Ink is working on expanding its lineup of eco-friendly products, as it is doing with resins in the Printing & Information

and Polymers & Coatings segments. The lineup is gradually expanding, and the company expects to see contribution to

earnings going forward.

Printing & Information

For cumulative Q3 FY12/21, the Printing & Information segment reported sales of JPY48.8bn (+9.0% YoY) and operating

profit of JPY996mn (+1,892.0% YoY).

Domestic sales: JPY26.6bn (-1.2% YoY); overseas sales: JPY24.9bn (+25.4% YoY)

Domestic operating loss: JPY200mn (versus loss of JPY900mn in cumulative Q3 FY12/20); overseas operating profit:

JPY1.2bn (+96.2% YoY)

For Q3 (July–September 2021), the segment reported sales of JPY16.2bn (-4.5% YoY) and operating profit of JPY138mn

(+961.5% YoY).

Domestic sales: JPY8.6bn (-1.1% YoY); overseas sales: JPY8.5bn (+16.9% YoY)

Domestic operating loss: JPY200mn (versus loss of JPY400mn in cumulative Q3 FY12/20); overseas operating profit:

JPY300mn (+11.0% YoY)

Although the market for offset inks for paper is generally shrinking, sales of offset inks increased slightly YoY in cumulative

Q3, mainly due to some recovery overseas after a sharp drop triggered by the COVID-19 pandemic in cumulative Q3

FY12/20. On the other hand, in functional inks, there was growth in sales of eco-friendly products such as biomass UV-

curable inks for packaging and silk screen inks for environmental biomass applications.



Toyo Ink SC Holdings/ 4634

13Research Coverage Report by Shared Research Inc. | https://sharedresearch.jp

The domestic market for information printing was already in a structural decline and this was only exacerbated by the

prolonged pandemic-related restrictions on businesses. With domestic demand for flyers, ads, and other printed material still

weak, the company directed its efforts towards reinforcing its business structure via partnerships with other companies in the

industry, cost cutting, and price hikes to pass along some of the increase in raw materials prices.

Overseas, demand continued bouncing back in China and India, and sales for paper containers for foods and medical

products were firm. The company also worked to optimize its global supply chain and reform the business structure of its

various bases of operations.

Profit grew substantially YoY with increased sales of UV-curable inks, progress on price negotiations, and improved

profitability achieved through supply system optimization and business restructuring.

Company forecast for FY12/21

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Company forecast for FY12/21

Full-year FY12/21 company forecast (revised up on August 6, 2021) calls for consolidated sales of JPY280.0bn (+8.7% YoY),

operating profit of JPY14.5bn (+12.3% YoY), recurring profit of JPY15.0bn (+19.6% YoY), net income attributable to owners of

the parent of JPY8.5bn (+41.2% YoY), and EPS of JPY151.65. It expects to pay a dividend of JPY90.0 per share for the year.

During the 1H FY12/21 earnings announcement (August 6, 2021), the company announced an upward revision of the full-

year FY12/21 forecasts. The global economy continues to face harsh circumstances as economic activities are restrained by

COVID-19. During 1H, sales and profit were higher than initial company forecasts as the company secured stay-at-home

demand as people refrained from going out and expanded sales of high-performance products. The company expects for

strong sales to continue from Q3 on. This is the backdrop for this upward revision.

Under the previous FY12/21 forecast, the company had targeted full-year consolidated sales of JPY270.0bn (+4.8% YoY),

operating profit of JPY14.0bn (+8.5% YoY), recurring profit of JPY14.0bn (+11.6% YoY), net income attributable to owners of

the parent of JPY7.5bn (+24.6% YoY), and EPS of JPY128.37. It expects to pay a dividend of JPY90.0 per share for the year.

Raw material price increases and countermeasures

Background and outlook of raw material price increases

Behind the surge in raw material prices is an increase in demand for various raw materials due to recovery in economic

activity, shutdowns and supply restrictions due to accidents at raw material manufacturers, increased costs of countermeasures

resulting from continued tightening of global environmental regulations, and soaring logistics and fuel costs. The company

believes that the impact of higher raw material prices will be greater in 2H than in 1H.

Impact on business performance and countermeasures

The company estimates that the negative impact of higher prices for raw materials such as naphtha-derived materials, organic

solvents, resin materials, and pigment materials on FY12/21 operating profit will be JPY6.8bn (vs. JPY2.0bn in 1H FY12/21

and 4.8bn in 2H FY12/21 forecast). By product type, adhesives are particularly affected. In terms of business segments, the

Polymers & Coatings business and the Packaging Materials business were impacted. The impact has been felt overseas

earlier than in Japan, and the degree of impact varies by area.

As a response to this change in the business environment, the company will promote price revisions, cost reductions, and

sales expansion focusing on value-added products. The company expects price revisions to cover JPY3.9bn of this amount in

FY12/19 FY12/20 FY12/21
(JPYmn) 1H Act. 2H Act. FY Act. 1H Act. 2H Act. FY Act. 1H Act. 2H Est. FY Est.
Sales 139,376 140,516 279,892 123,290 134,385 257,675 139,356 140,644 280,000
Cost of sales 109,062 110,497 219,559 95,901 104,578 200,479 109,437
Gross profit 30,313 30,020 60,333 27,388 29,808 57,196 29,918
Gross profit margin 21.7% 21.4% 21.6% 22.2% 22.2% 22.2% 21.5%

SG&A expenses 24,202 22,957 47,159 21,838 22,448 44,286 22,688
SG&A ratio 17.4% 16.3% 16.8% 17.7% 16.7% 17.2% 16.3%

Operating profit 6,111 7,063 13,174 5,549 7,360 12,909 7,230 7,270 14,500
Operating profit margin 4.4% 5.0% 4.7% 4.5% 5.5% 5.0% 5.2% 5.2% 5.2%

Recurring profit 6,347 7,500 13,847 4,933 7,610 12,543 8,662 6,338 15,000
Recurring profit margin 4.6% 5.3% 4.9% 4.0% 5.7% 4.9% 6.2% 4.5% 5.4%

Net income 2,770 5,739 8,509 2,646 3,373 6,019 6,319 2,181 8,500
Net margin 2.0% 4.1% 3.0% 2.1% 2.5% 2.3% 4.5% 1.6% 3.0%
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2H FY12/21. The company has been proceeding with price revisions since around May or June 2021, but overseas

negotiations have started earlier than in Japan. According to the company, the revisions are progressing gradually.

Product lines benefiting from the expansion of the 5G market

Electromagnetic shielding films, various high-performance films, conductive adhesive sheets, display adhesive compounds,

color filter pastes, resist inks, etc.

Anti-coronavirus products (development of new products to meet the growing need for

antibacterial and antiviral products)

Colorants & Functional Materials: Master batches (example application: food packaging material)

Polymers & Coatings: Hard coat (example application: face shield)

Packaging Materials / Printing & Information: UV-curable varnish (various packaging)

Investment policy

The company plans to adapt its investment plans flexibly based on demand forecasts and postpone investments in areas with

uncertain prospects. Meanwhile, it will continue investing in key regions and new businesses with a focus on post-corona

opportunities.

Capital investment and depreciation outlook

Planned capital investment: JPY14.5bn

Expected depreciation: JPY10.0bn

By segment

The company revised its initial operating profit forecasts downward for the Packaging Material business and the Polymers &

Coatings business due to the impact of higher raw material prices, but revised its initial operating profit forecasts upward for

the Colorants & Functional Materials business and the Printing & Information business due to strong performance in 1H

FY12/21.

Colorants & Functional Materials

Revised forecast for sales: JPY74.0bn (initial company forecast for FY12/21: JPY67.5bn)

Revised forecast for operating profit: JPY6.0bn (vs. initial forecast of JPY3.0bn)

Polymers & Coatings

Revised forecast for sales: JPY68.5bn (initial company forecast for FY12/21: JPY66.5bn)

Revised forecast for operating profit: JPY4.2bn (vs. initial forecast of JPY6.5bn)

Packaging Materials

Revised forecast for sales: JPY72.0bn (initial company forecast for FY12/21: JPY71.5bn)

Revised forecast for operating profit: JPY2.7bn (vs. initial forecast of JPY4.0bn)

Printing & Information

Revised forecast for sales: JPY65.5bn (initial company forecast for FY12/21: JPY64.5bn)

Revised forecast for operating profit: JPY2.0bn (vs. initial forecast of JPY1.0bn)
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Major challenges facing business segments

Colorants & Functional Materials

Functional dispersion materials

Expand automotive lithium-ion battery materials business

Media materials

Expand share in Chinese market

Strengthen sensor-related business: Develop resist inks and sensor-related materials with superior heat and light

resistance and ultrafine pixels as next-generation business, and strengthen development of cutting-edge products by

stepping up marketing

Pigments

Organize global supply chain management in response to changes in the market environment

Develop digital printing materials

Inkjet inks

Develop differentiated products leveraging a fusion of technologies by integrating the ink and pigment businesses

Colorants

Build track record in medical material: Develop light control materials

Develop products compliant with environmental regulations

Polymers & Coatings

Packaging and industrial materials

Aim for global sales of eco-friendly product range by leveraging a fusion of adhesive technologies (water-based, solvent-

free, high-solid, biomass, and biodegradable products)

Electronics

Moving into 5G and IoT markets: Focusing on development and sales expansion of products such as high frequency

electromagnetic shielding materials effective for low-dielectric noise prevention measures, low dielectric parts, and

semiconductor-related parts that help to improve processes.

Development of new display materials

Medical and healthcare

Expand new pipelines for medicated patches (product development and production capacity expansion)

Expand adhesive compound business for healthcare application

Packaging Materials

Packaging and building materials

Focus on developing and expanding sales of eco-friendly products such as water-based flexo inks and craft-use biomass

inks

Develop eco-friendly products targeting the recycling of packaging materials

Strengthen development of products that fit area needs in China and Asia

Accelerate expansion in emerging economies where demand is brisk, such as Turkey and India
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Improve earnings of global business bases

Printing & Information

Offset inks

Promote structural reforms in Japan and overseas operations

Advance cost reduction measures such as review of raw materials and improve earnings

In Japan and overseas, launch products and engage in global supply chain management that fit area needs

Functional inks

UV inks: Deepen collaboration with printing machinery manufacturers to move into markets in Central and South

America and India. Expand range of eco-friendly products.

Metal decorative inks: Work with can manufacturers to expand UV curable products in overseas markets

Coal-fired power generation business by Malaysia-based Toyo Ink

Group, a separate legal entity

Toyo Ink SC Holdings Co., Ltd. is a separate legal entity from Malaysia-based Toyo Ink Group Bhd. and its subsidiary, Toyo Ink

Sdn. Bhd. Toyo Ink Group Bhd. is engaged in the coal-fired power generation business but has no connection with Toyo Ink

SC Holdings Co., Ltd. The company is not involved in the coal-fired power generation business. 

Toyo Ink SC Holdings conducts business in Malaysia through a subsidiary under the trade name of Toyochem Specialty

Chemical Sdn. Bhd.

Historical results and company forecasts

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Company forecasts are sometimes revised during the fiscal year depending on global demand trends, raw material price

changes, and exchange rate fluctuations. Toyo Ink often revises forecasts at the segment level while maintaining overall

consolidated forecasts for sales and operating profit. Risk factors include tightening Chinese environmental regulations that

are difficult to forecast and fluctuations of emerging market currencies.

In the past 10 years, results have exceeded initial company forecasts three times for sales, four times for operating profit, five

times for recurring profit, and eight times for net income. This indicates that Toyo Ink tries to achieve profit forecasts even if

sales fall short. However, profit may not reach forecasts even if sales are above forecasts, such as in FY03/12, which

witnessed a sudden yen appreciation. In FY12/18, profit fell well short of forecast, largely due to a rise in key raw material

prices following a spike in naphtha input prices and tighter environmental regulations in China.

Regarding impacts of exchange rate fluctuations, every JPY1 increase in the JPY/USD rate means a decline in its operating

profit of roughly JPY100mn.

In the past Toyo Ink estimated a negative impact on operating profit of JPY100mn for every JPY1,000/t increase in the

naphtha price. However, currently, the share of inks and solvents has declined on a companywide basis so it appears that the

sensitivity to fluctuations in raw material prices is lower than before.

Results vs. Initial Est. FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.

Sales (Initial Est.) 240,000 255,000 270,000 290,000 300,000 290,000 235,000 300,000 300,000 290,000
Sales (Results) 245,337 248,689 279,557 286,684 283,208 268,484 240,344 290,208 279,892 257,675

Results vs. Initial Est. 2.2% -2.5% 3.5% -1.1% -5.6% -7.4% 2.3% -3.3% -6.7% -11.1%
Operating profit (Initial Est.) 17,000 16,000 20,000 21,500 20,000 19,500 16,300 21,500 17,500 15,000
Operating profit (Results) 13,648 17,547 19,728 18,210 18,236 19,231 16,774 15,276 13,174 12,909

Results vs. Initial Est. -19.7% 9.7% -1.4% -15.3% -8.8% -1.4% 2.9% -28.9% -24.7% -13.9%
Recurring profit (Initial Est.) 17,000 16,000 20,000 22,000 20,500 20,000 16,600 22,000 18,000 15,500
Recurring profit (Results) 13,445 18,468 20,553 19,411 18,466 19,262 17,473 15,429 13,847 12,543

Results vs. Initial Est. -20.9% 15.4% 2.8% -11.8% -9.9% -3.7% 5.3% -29.9% -23.1% -19.1%
Net income (Initial Est.) 9,500 8,000 10,000 13,000 12,000 12,000 10,000 13,500 12,000 10,000
Net income (Results) 7,238 8,714 12,260 13,304 11,818 12,702 10,376 11,847 8,509 6,019

Results vs. Initial Est. -23.8% 8.9% 22.6% 2.3% -1.5% 5.9% 3.8% -12.2% -29.1% -39.8%
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Interview with President Takashima (conducted March 1,
2021)
On March 1, 2021, Shared Research interviewed President and Representative Director Satoru Takashima, who also serves as

group COO. The following is the text of that interview, edited for brevity.

Shared Research: How do you assess the impact of the COVID-19 pandemic on your operations?

Takashima: Commercial printing has been stagnant, so demand for printing inks has abruptly declined. As a result, we feel

that structural changes in the business environment that by all rights should have occurred over years progressed rapidly in

just months. Toyo Ink’s profit declined for a third consecutive year, due partly to a headwind from the pandemic. With this

substantial impact on our performance, we believe we have arrived at a time when management reform must proceed.

Demand for printing to paper seems likely to fall in both developed and emerging markets. We need to alter our business

structure and develop new growth pillars.

Shared Research: What sort of management reform are you planning?

Takashima: Until now, the company has in some respects relied on products with a long lifespan, such as printing inks and can

coatings, on the back of a stable financial base. We have relied too much on our production capacity and have not taken

adequate strategic action to prepare for the future. Perhaps this has resulted in the so-called “30 lost years.” Moving forward,

we will change our corporate culture, speeding the reformation of mindsets at the company. In a true sense, we must

strengthen shareholder governance, because if directors and executives do not change their approach, neither will

employees. We will make the compensation system for directors more transparent by linking it to performance. I believe it is

important to increase the number of outside directors and improve the independence of Audit & Supervisory Board

members.

Shared Research: What is your business strategy for resist inks for liquid crystals?

Takashima: The Colorants & Functional Materials segment used to be our leading earner. Around 2011–2012, when Sharp

was producing liquid crystal panels at its Kameyama Plant, sales of colorants such as resist inks for liquid crystal color filters

and the pastes that serve as raw materials of those color filters were quite robust. Now the business environment has

changed and the main battleground has shifted to China. However, we believe that demand for liquid crystal panels and the

market for resist inks used in those panels will continue to grow. The margins for resist inks for color filters are not as high as

they were, but supply and demand for liquid crystal panels is tight, so we have decided to continue focusing on this field

because we believe we can expand earnings by increasing sales volume. Capital investment in high-performance pigments

that are the raw material of resist inks has run its course, and depreciation is scheduled to end in the final year of the current

medium-term plan. After that, cost competitiveness will improve, and we plan to use this as a weapon to expand our share in

the Chinese market, by strengthening marketing and technological development in parallel at our Shanghai base.

Shared Research: Do image sensor applications look promising?

Takashima: We are proceeding with development of resist inks for image sensors because they are related to resist inks for

liquid crystals, so we can utilize our existing technological capabilities. We have already invested hundreds of millions of yen

at our Moriyama Factory and are now ready to expand sales. The market will continue to grow, centered on Sony and

Samsung. Stricter quality control is required than in the case of liquid crystals, but we believe we have the advanced

technology needed to meet customer demands.

Shared Research: What developments do you anticipate in the electric vehicle and storage battery materials business?

Takashima: We have low-molecular synthesis technology for organic pigments, our core materials, and dispersion technology

for processing them, so we have started a lithium-ion battery materials business that leverages this dispersion technology,

since it can be used not just with low-molecular weight organic pigments, but also with inorganic pigments. We are newly

acquiring commercial rights and are proceeding with capital investment. We have almost completed our investment in the

US and expect to begin commercial shipments within the year once we have obtained customer certification. We plan to

establish a manufacturing base in Europe as well. With growth in lithium-ion battery demand in China, we have built

manufacturing facilities at our factory in Guangdong and are promoting sales within China. We plan to invest some

JPY20.0bn in electric vehicle-related business during the six years of SIC-II and SIC-III.

Shared Research: How are you positioning the colorants business?
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Takashima: We want to make the plastic colorants business an earnings pillar by shifting to high-value-added products instead

of merely pursuing scale. The idea is to boost profit by shifting the product mix from low-margin compounds to high-margin

functional master batches. We anticipate growth in high-value-added colorants, including functional master batches, in

automotive, medical care, packaging, and other fields. Although they are called colorants, our high-value-added products are

characterized by functions other than coloring. For example, infusion bags used in medical settings can protect drug

solutions from UV rays. We have bases for manufacturing colorants in many countries around the world, so if we can develop

a promising product, we can quickly increase the supply.

Shared Research: What will you do to enhance the adhesive and adhesive compound business?

Takashima: In terms of packaging, the pandemic has been keeping people at home more, so demand related to beverage

labels and convenience store packaging has declined, but we believe this to be only temporary and think the business has

promise. Many industries use adhesives and adhesive compounds, but one field where we have seen growing demand in

recent years is optoelectronics, which requires strict quality control preventing even the smallest amount of contamination

by dust. In particular, we have seen growth in adhesive compounds for polarizing plates used in televisions. Polarizing plates

use multiple layers of film, but technological development in the last few years has led, with the aim of reducing costs, to the

substitution of some film layers with adhesive compounds that have the same functions as the film being replaced. Even in

China, demand for polarizing plates has grown by leaps and bounds, so we are expanding our production capacity in

Shanghai. We are also investing in India, where we anticipate growth in packaging and industrial application demand.

Shared Research: How will you be responding to expansion of the smartphone and telecommunications markets?

Takashima: We will make coating materials an earnings pillar. One of our weaknesses is an earnings structure that is sensitive

to the prices of raw materials. The Polymers & Coatings segment in particular has directly experienced this. We aim to

expand sales of high-value-added products downstream to reduce our sensitivity to fluctuations in raw material prices. Our

electromagnetic shielding films have become the standard in 5G smartphones, and major manufacturers are now specifying

our conductive adhesive sheets. We have also been seeing increasing demand for our functional films themselves for use in

conventional smartphones, and we will apply the technologies developed in that area to the semiconductor field. In the

Polymers & Coatings segment, we aim to make adhesives/adhesive compounds and coatings our two main earnings pillars.

Shared Research: We have heard you are focusing on eco-friendly products in the Packaging Materials segment.

Takashima: Core needs in the packaging field are related to the environment. One product that has been gaining market

share recently is biomass ink, an eco-friendly product first proposed by Toyo Ink that uses plant-derived materials, so it is

carbon neutral even when burned. Growth is especially strong in Japan. We are striving to prepare a wide range of

environmental solution products to meet the needs of our customers. Biomass inks are popular in places like Japan, where

trash is typically incinerated, while biodegradable inks, water-based inks that reduce volatile organic compounds (VOCs), and

biodegradable and biomass adhesive compounds are popular in places like the US, where trash typically ends up in landfills.

Shared Research: Can you tell me about your recycling initiatives?

Takashima: In the Packaging Materials segment, we are making a big push for recycling. There are three recycling methods:

material, chemical, and thermal. We are actively working on the material recycling method. This involves collecting plastic

waste and turning it into recycled plastic, but until now the plastic film that was collected had only limited use because of the

printing inks and adhesives on it. We have now developed printing inks and adhesives that can be removed from the

collected film, leaving just the plastic film for recycling. Toyo Ink’s technology means that these removable inks and

adhesives provide the same barrier and packaging functions as current products.

Shared Research: In the Printing & Information segment, will your strategy center on downsizing and balancing measures?

Takashima: We are faced with the challenge of structural reform. We have taken a major impairment loss on our

manufacturing facilities and are substantially reducing our capacity. However, we plan to take the reform a step further. We

have already announced downsizing measures for our newspaper ink business, but will also be outsourcing production of

offset inks.

Shared Research: What is your thinking on fund management?

Takashima: We plan to invest within the scope of our free cash flow. We are currently planning capital investment of about

JPY40.0bn, but there is a possibility we will go further. We are always considering our options for M&A up to about

JPY20.0bn. We may raise funds externally, or else we can sell our strategic shareholdings. We plan to remain flexible.
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Shared Research: Do you have any plans to enhance shareholder returns?

Takashima: Our basic policy is to pay stable dividends, but over the last few years our profit levels have not been what they

should have been, resulting in higher payout ratios. It is important that we increase profits so that our payout ratios will be

typical for a company of our size. We want to restore our net income to a level where the payout ratio would be 30% to 40%.
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Medium-term outlook
Medium-term management plan SIC-II
(FY12/21–FY12/23)
SIC-ll medium-term management plan (laying the foundation for SIC27, the company’s

long-term vision)

In 2008, the company set forth a long-term vision dubbed “SCC 2017” (Science Company Change 2017) and has regularly

released medium-term management plans since then. Its SIC-I medium-term plan (FY12/18–FY12/20) was the first stage in

its new long-term vision, “SIC27” (Scientific Innovation Chain 2027), which ends in 2027. The company updates its medium-

term plan every three years, so with SIC-I having finished at end-December 2020, SIC-II (FY21/21–FY12/23) has now begun

and will be followed by SIC-III (FY12/24–FY12/26).

Numerical targets and results of SIC-I

For FY12/20, the final year of the SIC-I medium-term plan, Toyo Ink set high numerical targets: sales of JPY350.0bn (+30.3%

versus FY03/17), operating profit of JPY28.0bn (+45.6% versus FY03/17), and operating profit margin of 8.0% (+4.7pp

versus FY03/17). The basic strategy of SIC-I was to create the foundation for realizing the SIC27 long-term vision, and the

company focused on addressing various challenges. In addition to its usual capital investment budget of JPY40.0bn, it also

set aside more than JPY20.0bn for strategic investments to expand its key domains and create new businesses. Since it would

be difficult to achieve the numerical targets for FY12/20 through organic growth alone, the company considered a range of

growth strategies, including large-scale M&A in new domains.

However, in the midst of the COVID-19 pandemic, FY12/20 earnings results fell short of the targets, with the company

reporting sales of JPY257.7bn, operating profit of JPY12.9bn, and operating profit margin of 5.0%. However, it did achieve a

shift in earnings to the priority domains of Polymers & Coatings and Packaging Materials, and it rolled out new eco-friendly

products and promoted expansion in overseas areas. Nevertheless, it still faces challenges, including speeding up structural

reforms to cope with drastic changes in the business environment, creating new products and businesses to serve as earnings

pillars, and responding to rapid changes in market structure triggered by the pandemic.

Numerical targets of SIC-II 2

The SIC-II medium-term management plan (FY12/21–FY12/23) targets FY12/23 sales of JPY300.0bn (+16.4% versus

FY12/20), operating profit of JPY22.0bn (+70.4% versus FY12/20), operating profit margin of 7% or higher (+2pp or more

versus FY12/20), and ROE of 7% or higher. The Toyo Ink group will strive to continue providing value that is truly necessary

to meet the new needs of a society that is changing due to the effects of the pandemic, and has set out a vision of being “a

company that contributes to a new era through the enrichment of life and culture.” It will work to achieve this by

strengthening the profitability of businesses, creating and expanding priority development domains, and enhancing the

value of management resources for sustainable growth.

In terms of strengthening the profitability of businesses, the group aims to build a business portfolio that makes sustainable

growth possible by forming an array of profitable businesses and reorganizing and reforming less profitable businesses. In

addition to expanding profit-generating businesses through the rollout of eco-friendly inks and adhesives for the global

packaging market and increasing sales of parts and materials related to the 5G and IoT markets, the group will establish new

earnings pillars through measures such as promoting the development of medicated patches and cultivating the lithium-ion

battery materials business. Meanwhile, in the business of inks and pigments for the publishing and commercial printing

markets, which continue to suffer structural contraction, the group will continue reforms to further strengthen profitability.

As for creating and expanding priority development domains, the group aims to reorganize its R&D functions and focus its

management resources on priority domains to create and expand new businesses. In the sustainable science domain, it will

roll out eco-friendly products and recycling systems and provide new materials and systems for the realization of a

sustainable green society. In the communication science domain, it aims to contribute to 5G and IoT markets with key

solutions and materials, including sensor materials and conductive materials. In the life science domain, the group intends to

create products and solutions in the medical and next-generation printing fields that will help people live fuller, healthier

lives.
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The group aims to boost the value of its management resources for sustainable growth by promoting digital transformation

and enhancing its environmental, social, and governance initiatives.

Initiatives under SIC-Il to improve earnings in each business

Colorants & Functional Materials

Strategic plans under SIC-ll call for the expansion of market share in materials for LCD color filters (resist inks), especially in

China, by leveraging products that set the company apart from the competition. In the area of resist inks for image sensor

use, the company is looking to build up sales with the help of the development of new proprietary products and additional

quality assurance measures. In the area of materials for lithium-ion batteries used in automobiles, plans call for continued

steady efforts toward establishing a presence in the US, Europe, and other markets. In other areas, plans call for the

restructuring of its ink jet ink business. The aim is to increase the company’s competitiveness by having in place an end-to-

end product development structure beginning with pigment synthesis. It aims to organize its manufacturing locations for

plastic colorants and expand its line of high-value-added products.

Polymers & Coatings

In the areas of packaging and industrial materials, following the merger of subsidiaries Toyochem and Toyo ADL in January

2021, plans call for enhancing and expanding new product development efforts by combining the technical expertise of the

two subsidiaries in eco-friendly adhesive products, solvent-free hotmelt adhesives, and other areas as part of an overall effort

to provide innovative new products and services to environmental businesses and other markets including the electronics

and healthcare markets. Plans also call for expanding production capacity both in Japan and overseas in countries including

India, the US, and China.

In the 5G-related markets, plans call for building sales and strengthening the company’s market position through product

differentiation showcasing its low dielectric and conductive materials. 

The company also intends to enter the semiconductor-related market.

Packaging Materials

Plans call for the further expansion of its supply capacity to meet growing demand, including the early startup of a new plant

in China and the construction of a new factory in Turkey. Geographically, the company is planning to devote most of its

resources to the growing markets in Southeast Asia and India in anticipation for further growth in sales in these markets. To

meet the growing demand for eco-friendly and healthcare-related products, the company plans to expand its product lines of

eco-friendly inks and anti-bacterial and anti-viral products, and also commercialize environmental systems for package

recycling.

Printing & Information

Strategic plans under SIC-ll call for ongoing efforts to reduce raw materials costs for UV inks, and expanded efforts to

develop new business in the packaging market, including seal labels and paper containers. Plans also call for strengthening

the business foundation by making further progress in structural reforms to address the shrinking market and by promoting

the launch of the color communications business.

Meanwhile, on the business processing front, plans call for the continuation of its digital transformation efforts.

Creating and expanding priority development domains

Sustainable science (green): To realize a sustainable society. Products for priority development include eco-friendly

packaging and lithium-ion battery materials. Targeting FY12/23 sales of JPY59.0bn (FY12/20 sales were about

JPY34.0bn).

Communication science (digital): To contribute to 5G and IoT society with key materials. Products for priority

development include optical control materials, low dielectric materials, and functional films. Targeting FY12/23 sales of

JPY13.0bn (FY12/20 sales were about JPY5.4bn).

Life science (health): To enrich people’s lives and make them healthier. Products for priority development include

medicated patches and inkjet inks. Targeting FY12/23 sales of JPY7.5bn (FY12/20 sales were about JPY4.5bn).
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Enhancing R&D systems for priority development domains

The company will establish new research laboratories to be operated by companies responsible for respective segments and

accelerate the creation of products and businesses by divisions dedicated to carrying out medium-term development

strategies. It will establish an advanced materials research laboratory in the Colorants & Functional Materials segment, a

polymer materials research laboratory in the Polymers & Coatings segment, and a research laboratory for functional

materials development in the Packaging Materials and Printing & Information segments.

In addition, the company plans to address long-term development themes at Toyo Ink SC Holdings R&D laboratories and its

production technology research laboratory.

Concentrating investment on growth businesses

Under SIC-II, the company plans to invest a total of JPY40.0bn, by segment putting 29% into Colorants & Functional

Materials, 31% into Polymers & Coatings, 25% into Packaging Materials, 11% into Printing & Information, 4% into Others.

Main investments under SIC-II and SIC-III

Over the course of both plans, in the Packaging Materials segment, the company will invest some JPY40.0bn in Turkey, India,

China, and Indonesia. In the Colorants & Functional Materials segment, it will invest about JPY20.0bn in Japan, China, the

US, and Europe, primarily in connection with EV-related materials. In the Polymers & Coatings segment, it plans to invest a

further JPY30.0bn. The company also plans to invest in manufacturing facilities for pharmaceuticals at the Moriyama Factory,

for new polymer synthesis at the Kawagoe Factory, and for adhesives and adhesive compounds in the US, China, and India.

Medium-term management plan numerical targets

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Reform of work styles and personnel systems

The company intends to enhance its performance-linked evaluation systems. It will declare support for active participation by

women, aiming to raise the ratio of female managers in Japan from 4% in 2020 to 8% in 2023. It will expand hiring

throughout the year and strive to maintain a proper workforce size within the group and suitable deployment of employees.

It also aims to enhance remote office options as part of work style innovation and office reform.

Medium-term management plan SIC-I SIC-II SIC-I

SIC27: Scientific Innovation Chain Frequent challenges Accumulation of
new achievements Growth

(JPYmn)
FY12/17 FY12/18 FY12/19 FY12/20 FY12/23 change CAGR
(12mo) Cons. Cons. Cons. Target (FY2017–FY2020)

Sales 280,066 290,208 279,892 257,675 300,000 -22,391 -2.7%
Colorants and Functional Materials 71,875 74,660 67,400 61,642 81,500 -10,233 -5.0%

% of total 25.7% 25.7% 24.1% 23.9% 27.2%
Polymers and Coatings 63,501 66,099 65,887 62,328 75,500 -1,173 -0.6%

% of total 22.7% 22.8% 23.5% 24.2% 25.2%
Packaging 63,490 68,047 68,071 66,589 80,000 3,099 1.6%

% of total 22.7% 23.4% 24.3% 25.8% 26.7%
Printing and Information 80,491 79,378 76,680 65,595 64,500 -14,896 -6.6%

% of total 28.7% 27.4% 27.4% 25.5% 21.5%
Other, adjustments 709 2,024 1,854 1,521 -1,500 812 -

% of total 0.3% 0.7% 0.7% 0.6% -0.5%
Japan 156,277 155,568 151,174 138,062 -18,215 -4.0%

% of total 55.8% 53.6% 54.0% 53.6%
Overseas 123,789 134,640 128,718 119,613 -4,176 -1.1%

Overseas ratio 44.2% 46.4% 46.0% 46.4%
Operating profit 20,524 15,276 13,174 12,909 22,000 -7,615 -14.3%
Operating profit margin 7.3% 5.3% 4.7% 5.0% 7.3%
Colorants and Functional Materials 6,514 5,329 3,386 2,610 6,900 -26.3%

% of total 31.7% 34.9% 25.7% 20.2% 31.4%
Operating profit margin 9.1% 7.1% 5.0% 4.2% 8.5%

Polymers and Coatings 7,872 6,035 6,013 5,937 8,500 -9.0%
% of total 38.4% 39.5% 45.6% 46.0% 38.6%
Operating profit margin 12.4% 9.1% 9.1% 9.5% 11.3%

Packaging 2,422 1,491 3,058 3,885 5,600 17.1%
% of total 11.8% 9.8% 23.2% 30.1% 25.5%
Operating profit margin 3.8% 2.2% 4.5% 5.8% 7.0%

Printing and Information 2,574 931 314 247 1,300 -54.2%
% of total 12.5% 6.1% 2.4% 1.9% 5.9%
Operating profit margin 3.2% 1.2% 0.4% 0.4% 2.0%

Other, adjustments 1,142 1,490 403 230 -300 -
% of total 5.6% 9.8% 3.1% 1.8% -1.4%
Operating profit margin 161.1% 73.6% 21.7% 15.1% 20.0%

ROE 6.8% 5.5% 3.9% 2.8% 7% or higher



Toyo Ink SC Holdings/ 4634

23Research Coverage Report by Shared Research Inc. | https://sharedresearch.jp

Promotion of digital transformation

In the area of sales, Toyo Ink will give special attention to digital marketing. In technology development, it will promote the

use of materials informatics and seek to move development forward at a faster rate, and in production, it will promote the use

of smart factories and conduct IoT-based process innovation. In corporate administration, it will promote robotic process

automation (RPA) and provide training to facilitate digital transformation.

Reform of governance systems

Toyo Ink aims to increase the independence of directors and Audit & Supervisory Board members, adopt a highly transparent

performance-linked compensation system, enhance risk management, and reduce cross-shareholdings.

Promotion of environmental management

The company intends to develop and expand its lineup of eco-friendly products, contributing to the creation of a sustainable

society by providing products and services with a reduced environmental footprint. It will develop highly sensitive UV

curable inks and electron beam curing inks that will be effective in saving energy. It will work to make its materials water-

based and solvent-free as a VOC countermeasure and to develop biomass inks as a CO2 reduction measure. In terms of food

loss reduction, it plans to develop products that can be used in films for retort pouches to preserve freshness. It will also

develop biodegradable inks and create a recycling system to deal with waste plastic.

The company’s Kawagoe Factory received the 2020 Chairman’s Prize from the Energy Conservation Center of Japan.

Cash flow policy

Toyo Ink’s policy is to emphasize financial soundness and balance between investment and shareholder returns. The

company will secure on-hand liquidity with an awareness of its equity ratio to ensure financial soundness. Targeting growth, it

will actively invest in plants, equipment, technologies, and human resources, while also searching for M&A opportunities. In

terms of shareholder returns, it will maintain stable dividends. In February 2021, it acquired treasury shares for some

JPY5.0bn.
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Business
Business description
The company’s true face as a specialty chemical manufacturer

The Toyo Ink group (62 domestic and overseas consolidated subsidiaries under holding company Toyo Ink SC Holdings Co.,

Ltd. and seven equity-method affiliates) is a specialty chemical manufacturer. It makes a wide variety of printing inks,

adhesives, pastes for liquid crystal color filters, and media materials. Its fine chemicals business currently accounts for

roughly three-quarters of its profit. The company’s sales are small compared with diversified chemical manufacturers that are

involved in end-to-end production starting from their ethylene centers, but it is a major global specialty chemicals

manufacturer.

Focus on original core materials (pigments and resins) and technologies (synthesis,

dispersion, and deposition)

Established in 1896, Toyo Ink has a history of over 120 years, and is the top company by market share in Japan in printing

inks, its founding business, and the fifth globally (the first is DIC and the second is Flint Group [ Luxemburg]). Toyo Ink has

allocated business resources to areas where it could leverage its strengths. These include the end-to-end production of inks,

starting from raw materials such as pigments and resins, and processing technology in synthesis, dispersion, and deposition.

Through these efforts, the company developed into a specialty chemicals manufacturer.

Two pillars of business areas: Fine chemicals and printing inks

The company has two broad domains: The first is fine chemicals (a growth sector but subject to sharp price fluctuations),

whose sales share in FY12/19 broke down into the Colorants & Functional Materials segment 24.1% and the Polymers &

Coatings segment 23.4%. The second is printing inks, which is a mature market. Its sales share in FY12/19 broke down into

the Packaging Materials segment 24.1% and the Printing & Information segment 27.4%. Operating profit margins for fine

chemicals were 5.2% in the Colorants & Functional Materials segment and 9.2% in the Polymers & Coatings segment, and

for printing inks, 4.5% in the Packaging Materials segment and 0.4% in the Printing & Information segment. These two

complementary areas have enabled the company to maintain a steady consolidated OPM of around 5–7% over the past 10

years.

Niche leading products

Outside of the ink business, Toyo Ink is the top manufacturer of colorants for PET bottle caps and can coatings, and the

second largest manufacturer of electronics films in Japan. It aims to leverage its core materials (pigments and resins) and

technologies (synthesis, dispersion, and deposition) to create new businesses in new fields: next-generation display materials,

image sensor materials, electromagnetic shields for high-speed communications, medicated patches, inkjet inks for digital

printing, flexo inks for flexible packaging, and electron beam curing inks.

Key products with high market shares

Source: Shared Research based on the interviews with the company

Segment Main products with high market share
Market share

ranking Description
Japan Worldwide

Colorants and
Functional Materials

Colorants for PET bottle caps 1 - Enjoys extremely high market share

Color resist for image sensors 2 3 Fujifilm Electronic Materials boasts extremely high market share for image
sensor use

Color resist for displays 2 - Main customer is Sakai Display Products (former Sharp Display Products)

Polymers and
Coatings

Paint for cans 1 - Main customer is Toyo Seikan
Conductive adhesive sheets 1 1 Enjoys extremely high market share

Electromagnetic shield film for high
speed telecommunication 2 2

Tatsuta Electric Wire and Cable has extremely high market share, while China-
based companies are emerging; Toyo Ink aims to recoup on 5G leveraging high
product performance

Laminating adhesives 1 - Overseas sales expanding rapidly, following dissolution of a JV partner, US-
based Rohm and Haas

Adhesives for displays - - Highly profitable; competes with Nitto Denko

Packaging Printing
and Information

Printing inks (offset, gravure, other) 1 5 Global market share rankings: 1 - DIC, 2 - Flint Group, 3 - Sakata Inx, 4 -
Siegwerk Group

Metal ink 1 5 Toyo Ink enjoys an extremely high market share in Japan, while Sakata Inx is
overwhelmingly strong overseas

High sensitivity UV ink 1 1 Demand expanding since printing UV ink on thin paper became possible; Toyo
Ink has extremely high market share globally
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Business model

Features

Development in new markets and areas using core materials and technologies

The Toyo Ink group manufactures products by processing materials with desired characteristics, such as pigments and resins.

The company’s wide-ranging technology platform enables it to develop unique products from the material stage all the way

to the processing stage, meeting customer needs in fields such as printing, coating, and deposition. The core technologies of

synthesis, dispersion, and deposition underpinned the company’s business development into the specialty chemical

manufacturer that it is today and are the key to developing promising new markets and businesses. In its medium-term

management plan, Toyo Ink has specified areas where it would use these technologies to enter various fields: lithium-ion

battery materials, image sensors, electronics materials, medical and healthcare, natural extract inkjet inks, power-saving UV

inks, and electron beam inks.

The Toyo Ink group deals in many products, targeting markets with a size of around JPY5.0bn, in the Polymers & Coatings

segment in particular. It focuses on fields where it can leverage its core synthesis, dispersion, and deposition technologies to

add value as a specialty chemical manufacturer in line with its strategy of becoming a niche leader in fragmented markets.

Proprietary core technologies and new markets and areas

Source: Company data
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Businesses using printing ink raw materials with growth potential

Source: Company data

Core technologies (synthesis, dispersion, and deposition) and product development

Synthesis technology uses chemical reactions to polymerize petroleum-derived raw materials and synthesize organic

pigments. As Toyo Ink built up its resin synthesis technology, development progressed to polymers and adhesives.

Technology for dispersing pigments evenly within resins was used with advanced miniaturization technology to make display

materials such as resist inks, lithium-ion battery materials, and carbon nanotube dispersants. Deposition technology had its
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origins in technology that applied inks with high degrees of precision, and eventually was used for resist inks and films used

in electronics, which require accuracy at the micron level. The company hopes that these core technologies will open up

new markets and new businesses in the current medium-term management plan, SCI-I.

Technologies and products developed from founding printing ink business

Source: Shared Research based on company data and Japan Printing Ink Makers Association

Synthesis technology

Dispersion technology

In the context of ink production, synthesis refers to technology using chemical reactions such as coupling to synthesize

pigments from petroleum-derived raw chemical materials. Toyo Ink was able to expand its product range beyond inks

with adhesive and resin technology obtained from Interchemical Corporation (currently BASF). Synthetic technology is

not just for pigments and colorants; It is used in functional resin synthesis technology. Polymer synthesis technology is

used in adhesives, coatings, and special coating materials.

Synthesis technology started with the chemical synthesis of organic pigments and is now generally used in products in

Polymers & Coatings, including laminate adhesives, in which the company has a leading market share, and

electromagnetic shielding materials that are expected to benefit from demand for 5G smartphones. The company is

using its core polymer synthesis and coating technologies in the medical area, which may be a future growth driver.

Toyo Ink handles a variety of medicated patches, which have many percutaneous absorption applications.

Dispersion refers to breaking powders down into single particles as much as possible, and then distributing these

throughout liquids or other components either uniformly or while forming structures. Pigment is a powder colorant and

does not mix at the molecular level or dissolve in water or oil. When processing printing inks or colored plastics, the

pigment particles are mixed uniformly in liquid or solid resins and must avoid settling and cohesion to reach a stable

state. Dispersion technology encompasses the fine technology and processes vital to pigment processing. This has a

major influence on stable application quality, preventing uneven product color, quality of color development, and light

transparency.

Resist inks for liquid crystal color filters used for clear color expression at the sub-pixel level for each of the RGB colors

at the micron level are based on dispersion technology. Second-generation carbon nanotube dispersants for lithium-ion

batteries are candidates as growth drivers. In addition to the Toyo Ink group’s own dispersion technologies, the

dispersants and carbon nanotubes themselves are carefully chosen by the company.
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Deposition technology

Consulting and solutions capabilities based on group capabilities and long-term

relationships of trust

Another strength of the Toyo Ink group is collaboration among unique group companies that specialize in printing,

packaging, functional materials, and polymers. Each business has a core company driving development, manufacturing, and

often sales directly to customers. These are Toyo Ink Co., Ltd. in the company’s original business of Printing & Information

and in Packaging Materials; Toyocolor Co., Ltd., which handles Colorants & Functional Materials in the fine chemicals array;

and Toyochem Co., Ltd., in Polymers & Coatings. The company established Toyo Visual Solutions Co., Ltd. in September

2017, to strengthen its display materials business and handle the manufacture and sale of related products. Toyo Ink is able to

combine its internal technologies in printing inks, color management, design and platemaking, and adhesives to offer not

only packaging solutions, but a wide range of comprehensive solutions in areas such as electronic display and mobile

technology, energy related materials for batteries, and areas related to automotive components.

Long-term relationships with customers

The Toyo Ink group has fostered long-term relationships of trust for over a century with many client printing and newspaper

companies, including Toppan Printing. Most of the group’s sales are direct, and it offers consulting and solutions to respond

to issues raised by its customers. Some 80% of its domestic sales are direct to customers, with the remainder handled by

group distributors.

The company’s key printing company customers are not just looking for ink supply, but total solutions. Examples include

front-end processes for printing (planning, design, prepress, and color proof) and back-end processes (press processing, gloss

processing, and bookbinding). For packaging solutions, the Toyo Ink group is involved in processes ranging from quality

design for the customer through printing and post-processing. At the packaging materials design stage, it recommends

combinations of base materials, inks, and adhesives suited to the purpose. In the design and platemaking process, it also

proposes inks and coating materials in response to environmental demand. Finally, in back-end processes, it offers laminate

processing and hot-melt processing (to enhance adhesion).

Top customers

Source: Shared Research based on the interviews on the company

Raw materials procurement, production, and sales

Raw materials sources

In-house production and sourcing from chemical manufacturers: high proportion of in-house pigment manufacture

The Toyo Ink group produces organic pigments synthesized from petroleum-derived raw materials in-house. It procures

inorganic pigments and resins, and solvents produced by chemical reactions with natural ores and metals from chemical

manufacturers.

Deposition refers to forming a thin film on a substrate of glass, resin, or metal. For the Toyo Ink group, it stems from

technology used to coat ink with high precision. Applying resist ink quantitatively to individual cells in micron units on a

black matrix of a glass color filter substrate is an advanced deposition technology. Deposition applications go beyond

printing, and can imbue the original substrate with new capabilities such as light control and heat generation.

Deposition technology is also used in laminate adhesives where the company has a leading market share. In addition to

other applications, it is also used in the formation of electronic circuits and in film deposition by applying inkjet

methodologies.

Ranking Company
1 Toppan Printing
2 Toyo Seikan
3 Miyako Kagaku
4 Rengo
5 Dai Nippon Printing
6 Lintec
7 SK Kaken
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About 75% of the organic pigments produced in-house are used as raw materials for inks and colorants internally. The

company has a global principle of local production and consumption. While it does have some external organic pigment

suppliers, primarily overseas, the high proportion of in-house procurement sets it apart from other ink manufacturers.

Inorganic pigments are procured externally, and some organic intermediates are obtained from China. The company is

affected by continuously high prices. It supplies some pigment dispersions to coating manufacturers. Meanwhile, although

Toyo Ink is involved in upstream processes, in display materials for example, it prefers higher value-added downstream

processes, such as color filter pastes and resist inks, rather than pigments.

Raw materials procurement, manufacture, sales flows

Source: Shared Research based on company data

Three ingredients make up printing inks. The main materials are pigments and varnish (vehicles), with a small amount of

additives (auxiliary agents). Pigments play an important role in expressing color in printed products. The ink production

process involves dispersing pigment evenly in liquid or solid resins. Varnish is made by dissolving oils, fats and natural or

synthetic resins in solvent. Its function is to disperse pigments and transfer and fix them to printed materials. Additives adjust

elements of printability, such as dryness and liquidity. A wide range of chemicals is employed as raw materials for these

ingredients, from natural extracts through petrochemicals, depending on their suitability for the application. In recent years,

eco-friendly printing inks that use vegetable oils such as soybean oil and special chemical substances as components are

garnering attention.

Solvents derived from petroleum and organic pigments are affected by naphtha price fluctuations. In the past, the company

estimated a negative impact on operating profit of JPY100mn for every JPY1,000/t increase in the naphtha price. However,

currently the share of inks and solvents has declined on a companywide basis, so it appears that the sensitivity to fluctuations

in raw material prices is lower than before. Polymers are also synthesized directly from naphtha. Separately, the price of

titanium oxide, an inorganic pigment, is rising due to Chinese environmental regulations.

Product customers and competitors differ widely from business to business

Colorants & Functional Materials

In the fine chemicals domain, the company is involved in transactions with the chemical and electronics industries through

its Colorants & Functional Materials segment. The company supplies resist inks for liquid crystal color filters to Sakai Display

Products Corporation, a liquid crystal displays manufacturer which counts Sharp (TSE1: 6753) as a major shareholder. The

company supplies color filter paste, which is a raw material for resist inks, to the resist ink manufacturing subsidiaries of LG

and Samsung. Toyo Ink competes in resist inks with JSR (TSE1: 4185), DNP Fine Chemicals in the Dai Nippon Printing group,

and Sumitomo Chemical (TSE1: 4005). The Toyo Ink group is the second largest company in the industry after JSR.

Polymers & Coatings

In the Polymers & Coatings segment, which, like the Colorants & Functional Materials segment, is also part of the fine

chemicals domain, the company supplies customers in the semiconductor, electronics, and automotive components

industries with adhesives and films. It also supplies electromagnetic shielding materials used in electronic products, such as

mobile phones, to flexible printed circuits (FPC) manufacturers.

https://eow.alc.co.jp/search?q=electronic&ref=awlj
https://eow.alc.co.jp/search?q=product&ref=awlj
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Packaging Materials

Customers for gravure inks in the Packaging Materials segment include converters such as Superbag (TSE1: 3945) which

produce packaging for food companies. Cardboard ink is supplied to major cardboard companies, such as Rengo (TSE1:

3941), while inks for construction materials and varnish go mainly to Toppan Printing and Dai Nippon Printing.

Printing & Information

Newspaper inks sold to newspaper companies have shrunk to less than 10% of segment sales in the Printing & Information

segment. Apart from this, inks for printing on paper sold to printing companies still account for a large share. However, the

share of high-value-added functional inks such as UV-curable inks and screen inks is growing.

Customer and competitor relationships

Source: Shared Research based on company data

Main consolidated subsidiaries (by segment)

Source: Shared Research based on company data

Colorants and Functional Materials Polymers and Coatings
Toyocolor Toyochem
Toyo Visual Solutions Toyo-Morton
Toyo Ink Compounds Vietnam Toyo Ink (Thailand)
Zhuhai Toyocolor Shanghai Toyo Ink Mfg.
Toyo Advanced Science Taiwan Sam Young Ink & Paint Mfg.
Toyo Ink Europe Specialty Chemicals Toyo Ink Korea
Hanil Toyo one other consolidated company
one other consolidated company
Packaging Printing and Information

Toyo Ink
Toyo FPP Matsui Chemical
Toyochem Specialty Chemical Toyo Ink India
Toyo Ink Indonesia Tianjin Toyo Ink
Toyo Ink Vietnam Toyo Ink Europe
Jiangmen Toyo Ink Toyo Ink America
Toyo Printing Inks Toyo Ink Brasil
LioChem one other consolidated company
three other consolidated companies
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Manufacturing locations (Japan and overseas)

Source: Company data

Capex, depreciation, and R&D expenses

Source: Shared Research based on company data

Supplementary commentary

Margins differ by segment

Although margins on individual products are not clear, since FY03/10, the company has disclosed OPMs for its current four

segments, which reflect its different businesses. In fine chemicals, margins are high. OPM in the Colorants & Functional

Materials segment has ranged from 7.0% (FY03/17) to 14.3% (FY03/11), and OPM in the Polymers & Coatings segment has

fluctuated within a range of 5.3% (FY03/12) to 12.4% (adjusted FY12/17). In the mature printing ink domain, OPM in the

Packaging Materials segment has been low, trending between 2.2% (FY12/18) and 6.1% (FY03/10). OPM in the Printing &

Information segment has also been low, trending between 0.4% (FY12/19) and 2.0% (FY12/18).

Toyo Ink’s business expansion, Toppan Printing and BASF

The company dates back to 1896, when its founder, Kamataro Kobayashi, opened his own private ink shop, called “Kobayashi

& Co.” in Nihonbashi, Tokyo. Amid rapid economic development in the Meiji era, major newspaper companies were

founded—the Tokyo Nichi Shimbun (currently Mainichi Shimbun) in 1872, followed by the Yomiuri Shimbun (1874) and the

Asahi Shimbun (1879)—driving newspaper ink demand. In its early days, the company benefited from the initial publication

of numerous magazines and demand for textbook printing inks as education spread more widely.

Toppan Printing

Toyo Ink’s ability to build a strong customer relationship from its early stages with Toppan Printing (founded in 1900), one of

the world’s largest printing companies, was a driving force in its development. Japan’s printing industry comprises Toppan

Printing, the top company in global sales, the second-largest player, Dai Nippon Printing, numerous second-tier companies,

SMEs, and many small-scale companies. The top two printing companies are not involved in the printing industry alone, but

can influence trends in the printed media industry as well. Toppan Printing has close relationships with Asahi Shimbun and

publishers such as Kodansha and Shogakukan. Toyo Ink has built up its consulting, solutions, and product development

capabilities, which cover all stages from printing planning to back-end processes, using its strong customer relationship with

Toppan Printing.

Capex, depreciation, R&D FY03/11 FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.
Capital expenditures 8,536 9,328 13,121 12,818 12,730 11,541 14,191 6,769 9,752 12,064 13,885
Depreciation 9,821 9,329 8,929 9,478 9,958 10,520 10,540 8,731 9,939 9,087 9,187
R&D expenses 7,179 6,950 7,186 7,794 7,340 7,434 7,390 5,894 8,104 8,077 8,112
R&D as % of sales 2.9% 2.8% 2.9% 2.8% 2.6% 2.6% 2.8% 2.5% 2.8% 2.9% 3.1%
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Interchemical (currently BASF)

BASF has played a role in Toyo Ink’s technical development and overseas expansion. In 1929, Toyo Ink began exclusively

selling gravure inks produced by US-based Ault & Wilborg (currently BASF) in Japan. In 1951, Toyo Ink signed a

technological assistance agreement with Interchemical (currently BASF) regarding printing inks. The company subsequently

continued to adopt technology for metal paints and adhesives from Interchemical. Toyo Ink had expanded in Asia before the

war, but its postwar overseas development started in 1963, when it established a joint venture with Interchemical in Hong

Kong called “Interchem-Toyo” (South East Asia). Subsequently, the company purchased the Asian bases of Interchemical.

These bases are the foundation for overseas operations that Toyo Ink expects to account for 50% of total sales in the current

medium-term management plan.

In the 1970s, Toyo Ink expanded into Europe and North America. Later, in the 1980s, it expanded into Southeast Asia and

China before starting to move into emerging markets in India, the Middle East, Turkey, and Latin America in the 2000s.

Today, the Toyo Ink group has moved beyond printing inks and into new business territories, such as liquid crystal color filter

materials for the electronics industry, establishing a position as a world-scale chemical manufacturer. The company has been

able to establish a robust business platform as the leading manufacturer of colorants for pet bottle caps and can coatings and

the second-largest manufacturer of electronics film in Japan (in terms of market share). It is also the leading printing ink

manufacturer in Japan and the fifth-largest, globally.

Segments
The Toyo Ink group has four reporting segments: Colorants & Functional Materials, Polymers & Coatings, Packaging

Materials, and Printing & Information. These all grew out of the Printing & Information segment, which primarily comprised

the company’s original business in printing inks. Each segment accounts for roughly one-fourth of consolidated sales, but

margins and growth rates vary markedly.

Within the group, Colorants & Functional Materials and Polymers & Coatings are classified as fine chemicals businesses, and

have good growth potential. Over the roughly nine years (8.75 years due to a change in accounting period) between

FY03/10, when the current classification of segments was applied, and FY12/18, Colorants & Functional Materials posted a

CAGR in sales of 2.9%. Over the same period, Polymers & Coatings posted a CAGR of 3.2%, while Packaging Materials

recorded 3.1%, and Printing & Information achieved 0.0%.

Two broad domains each account for roughly half of total sales. The first is fine chemicals (a growth area but subject to sharp

price fluctuations), which generated 46.7% of total sales in FY12/19 (the Colorants & Functional Materials segment

contributed 23.6% and the Polymers & Coatings segment contributed 23.1%). The second is printing inks, which, as a mature

market, generated 50.8% of total sales in FY12/19 (the Packaging Materials segment contributed 23.9%, and the Printing &

Information segment contributed 26.1%).

Operating profit margins for fine chemicals were 5.0% in the Colorants & Functional Materials segment and 9.1% in the

Polymers & Coatings segment, and for printing inks 4.5% in the Packaging Materials segment and 0.4% in the Printing &

Information segment. While profitability varies between the segments, the company has maintained a steady OPM around

4–7% over the past 10 years.

Segment sales and operating profit: Japan and overseas

Sales (JPYmn) FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17
(12mo) FY12/18 FY12/19 FY12/20

Colorants and Functional Materials 62,636 66,846 76,414 78,465 71,878 65,935 71,875 74,660 67,400 61,642
% of total 24.8% 26.2% 26.7% 26.7% 24.7% 24.0% 25.1% 25.3% 23.6% 23.5%

Japan 40,500 43,200 44,500 44,500 40,700 40,500 - 40,600 37,100 35,700
Overseas 33,200 35,800 47,800 49,900 44,200 37,600 - 48,800 43,900 40,200

Polymers and Coatings 52,541 51,010 56,742 59,495 60,894 58,325 63,501 66,099 65,887 62,328
% of total 20.8% 20.0% 19.8% 20.2% 20.9% 21.2% 22.2% 22.4% 23.1% 23.8%

Japan 43,300 41,600 44,000 44,400 43,900 43,500 - 49,600 48,700 46,000
Overseas 13,200 14,600 18,900 21,300 23,100 21,000 - 26,700 26,500 25,200

Packaging 55,562 56,160 62,530 63,114 64,623 62,965 63,490 68,047 68,071 66,589
% of total 22.0% 22.0% 21.8% 21.4% 22.2% 22.9% 22.2% 23.0% 23.9% 25.4%

Japan 41,100 40,700 41,900 40,400 40,000 38,700 - 40,800 40,500 38,600
Overseas 14,800 16,100 21,000 23,200 25,100 24,800 - 28,200 28,500 29,000

Printing and Information 76,108 75,131 85,527 87,468 87,439 81,651 80,491 79,378 76,680 65,595
% of total 30.1% 29.5% 29.8% 29.7% 30.1% 29.7% 28.1% 26.9% 26.9% 25.0%

Japan 57,800 57,000 59,300 56,400 53,800 49,900 - 46,700 45,400 37,800
Overseas 23,000 22,100 31,600 36,700 39,200 36,200 - 37,000 35,900 31,000

Other 6,073 5,895 5,403 5,704 5,980 6,115 6,591 7,228 7,291 6,229
% of total 2.4% 2.3% 1.9% 1.9% 2.1% 2.2% 2.3% 2.4% 2.6% 2.4%

Eliminations -7,583 -6,355 -7,061 -7,564 -7,608 -6,509 -5,883 -5,205 -5,439 -4,708
Cons. 245,337 248,689 279,557 286,684 283,208 268,484 280,066 290,208 279,892 257,675

Operating profit (JPYmn) FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17
(12mo) FY12/18 FY12/19 FY12/20

Colorants and Functional Materials 6,210 7,630 8,140 7,290 4,227 4,604 6,514 5,329 3,386 2,610
Operating profit margin 9.9% 11.4% 10.7% 9.3% 5.9% 7.0% 9.1% 7.1% 5.0% 4.2%
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Source: Shared Research based on company data

Notes: Figures may differ from company materials due to differences in rounding methods. Regional figures for Japan and overseas are before inter-regional eliminations.

Other segment data (FY12/19 company forecasts) includes inter-regional eliminations. From FY12/18, a portion of businesses related to coating materials transferred from the

Printing & Information segment to the Polymers & Coatings segment.

Margins in Japan and overseas vary by segment. There is a large gap between domestic and overseas margins in the

Colorants & Functional Materials segment, while in the Polymers & Coatings segment, overseas margins are equal to or

higher than those in Japan. This is because in the Colorants & Functional Materials segment, domestic sales comprise

primarily high-end display materials (resist inks), and overseas sales are primarily to China. In the Polymers & Coatings

segment, overseas margins are high because sales are primarily to South Korea, which leans toward high-end products. In

the Packaging Materials segment, the OPM is roughly the same in Japan and overseas. In the Printing & Information

segment, domestic margins have been languishing in recent years (loss in FY12/18). This is because of sluggish paper

printing ink sales, and because normally high-margin functional inks (such as UV inks) depend on raw materials from

specialist manufacturers in China. Price rises in China due to environmental regulations have impacted margins directly.

OPM is higher in the Others segment, partly due to the provision of services from the holding company.

Colorants & Functional Materials

Source: Shared Research based on company data

Note: From FY12/21, the company has moved inkjet inks from Printing & Information to Colorants & Functional Materials.

Colorants & Functional Materials subsegments: earnings from key products

Source: Shared Research based on company data

In the Colorants & Functional Materials segment, Toyo Ink provides materials and products used in a wide variety of areas

based on organic pigments (raw materials used in ink) using its technologies in colorants, organic chemistry synthesis, and

dispersion. Liquid crystal color filter materials (such as pastes for color filters and color resist inks) are created using nano-

level dispersion processing technology accumulated through the process of manufacturing inks and coatings. Dispersion

% of total 45.9% 43.6% 41.3% 40.1% 23.2% 24.0% 31.8% 34.9% 25.7% 20.2%
Japan 5,000 6,600 6,600 5,300 3,100 3,900 - 4,300 2,500 1,700
Overseas 1,100 1,000 2,100 2,100 1,300 900 - 1,100 900 800

Operating profit margin (Japan) 12.3% 15.3% 14.8% 11.9% 7.6% 9.6% - 10.6% 6.7% 4.8%
Operating profit margin (Overseas) 3.3% 2.8% 4.4% 4.2% 2.9% 2.4% - 2.3% 2.1% 2.0%

Polymers and Coatings 2,791 3,400 3,428 3,646 5,547 6,641 7,872 6,035 6,013 5,937
Operating profit margin 5.3% 6.7% 6.0% 6.1% 9.1% 11.4% 12.4% 9.1% 9.1% 9.5%
% of total 20.6% 19.4% 17.4% 20.1% 30.4% 34.6% 38.4% 39.5% 45.6% 46.0%

Japan 2,600 2,600 2,200 1,800 3,300 3,900 - 4,000 3,800 3,600
Overseas 200 800 1,600 1,800 2,200 2,700 - 2,100 2,200 2,200

Operating profit margin (Japan) 6.0% 6.3% 5.0% 4.1% 7.5% 9.0% - 8.1% 7.8% 7.8%
Operating profit margin (Overseas) 1.5% 5.5% 8.5% 8.5% 9.5% 12.9% - 7.9% 8.3% 8.7%

Packaging 1,735 2,174 1,982 1,768 2,723 2,871 2,422 1,491 3,058 3,885
Operating profit margin 3.1% 3.9% 3.2% 2.8% 4.2% 4.6% 3.8% 2.2% 4.5% 5.8%
% of total 12.8% 12.4% 10.1% 9.7% 14.9% 14.9% 11.8% 9.8% 23.2% 30.1%

Japan 1,600 1,800 1,500 1,100 1,700 1,700 - 700 1,700 1,700
Overseas 100 400 500 700 1,000 1,100 - 800 1,400 2,200

Operating profit margin (Japan) 3.9% 4.4% 3.6% 2.7% 4.3% 4.4% - 1.7% 4.2% 4.4%
Operating profit margin (Overseas) 0.7% 2.5% 2.4% 3.0% 4.0% 4.4% - 2.8% 4.9% 7.6%

Printing and Information 1,367 3,329 4,263 2,639 2,977 3,317 2,574 931 314 247
Operating profit margin 1.8% 4.4% 5.0% 3.0% 3.4% 4.1% 3.2% 1.2% 0.4% 0.4%
% of total 10.1% 19.0% 21.6% 14.5% 16.3% 17.3% 12.5% 6.1% 2.4% 1.9%

Japan 700 2,700 3,300 1,600 1,100 1,400 - -800 -500 -900
Overseas 600 700 1,400 1,000 1,900 1,800 - 1,700 800 1,100

Operating profit margin (Japan) 1.2% 4.7% 5.6% 2.8% 2.0% 2.8% - -1.7% -1.1% -2.4%
Operating profit margin (Overseas) 2.6% 3.2% 4.4% 2.7% 4.8% 5.0% - 4.6% 2.2% 3.5%

Other 1,437 948 1,890 2,833 2,754 1,777 1,131 1,481 424 234
Operating profit margin 23.7% 16.1% 35.0% 49.7% 46.1% 29.1% 17.2% 20.5% 5.8% 3.8%
% of total 10.6% 5.4% 9.6% 15.6% 15.1% 9.3% 5.5% 9.7% 3.2% 1.8%

Eliminations 106 63 23 33 5 18 8 6 -23 -7
Cons. 13,648 17,547 19,728 18,210 18,236 19,231 20,524 15,276 13,174 12,909

Subsegment Main products Main usage
Pigments Pigments and their dispersions Printing inks, automobile paints
High performance
pigments

High performance pigments and their dispersions Ink jet inks, color filter pastes
Color filer pastes Resist inks

Display materials Resist inks Displays, image sensors
Colorants Master batches, compounds Containers, autos, electronics, office equipment, housing materials

Other
Ink jet inks Ad signs, labels
Functional dispersions Electromagnetic tapes, secondary batteries

Sales (JPYmn) FY03/16 FY03/17 FY12/17 (9mo) FY12/18 FY12/19 FY12/20
Colorants and Functional Materials 71,878 65,935 63,385 74,660 67,400 61,642

YoY -8.4% -8.3% 10.3% 3.9% -9.7% -8.5%
% of total 24.7% 24.0% 25.8% 25.3% 24.2% 24.1%

Key products
Media materials 21,100 19,800 17,700 20,400 18,000 17,900

YoY -6.2% - - -11.8% -0.9%
% of total 30.0% 27.9% 27.3% 26.7% 29.0%
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processing technology is used in similar manufacturing methods in new businesses, such as carbon nanotubes and secondary

battery materials.

Chemicals

Source: Company data

In the key product subsegments, chemicals include pigments, high-performance pigments, and color filter (CF) pastes.

Display materials include resist inks for liquid crystal color filters. Colorants include colorants and functional colorants while

other colorants include recording material coatings. In order to strengthen display materials, the company established a new

company, Toyo Visual Solutions, in September 2017 to manufacture and sell related products.

Dispersion processing technology and color filter materials (color resist inks)

Dispersion processing technology is a core technology used widely in products such as color resist inks in the Colorants &

Functional Materials segment.

Color filter manufacturing method and color resists

Pigments do not dissolve in water or oil, so they are sometimes supplied as pigment intermediates when used as

colorants for inks, coatings, or plastics in order to prevent precipitating or clumping.

Liquid crystal displays use combinations of very small picture elements (pixels) to project an image. A pixel comprises

three RGB (red, green, and blue) sub-pixels. A small electrode is connected to each sub-pixel and voltage is applied to

the liquid crystal layer to block or transmit backlight, similar to a camera shutter, by changing the molecular alignment

of the liquid crystal. It is possible to express various colors and gradations by adjusting the amount of light projected on

the screen.

A color filter is often manufactured using photolithography, in which RGB color resist is coated on a glass substrate and

fixed in sequence through exposure or development. The method is as follows: 1) A glass substrate with black matrix is

coated with color resist. 2) It is covered with a photo mask aligned with the pattern of the color filter and exposed to UV

light so that only the uncovered portion of the color resist is insolubilized. 3) The photomask is removed and the

unwanted portions of the color resist are cured using an alkaline developer solution. 4) This process is carried out for

each of the red, green, and blue sections and the counter electrode film on the surface is completed.

For example, in a state-of-the-art 8K TV, the three sub-pixels are arranged at 5 micron intervals. Color resist requires

advanced dispersion technology to make pigments in ultrafine nano units and enable high light transmission and

uniform dispersal in a liquid.
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Color filter colorant

Source: Company materials

Toyo Ink is the only company in the world that has an end-to-end development technology and sales channel that covers

the production of color resist inks starting from the high-performance pigments stage. It has developed colorants with

superior brightness and color strength demanded in high-end panels, on which customers are running evaluation tests.
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Development of sensor applications

Source: Company data

Plastic colorants

Source: Company data

Demand for image sensors is forecast to increase as sensing demand related to autonomous electric vehicles, multi-lens

smartphone cameras, and surveillance cameras grows. Toyo Ink has developed resist inks for sensors, leveraging

technologies developed for displays. The company is working on development in the field of space recognition sensors

using infrared control technology.

Some functional colorants offer functions such as electrical conductivity and heat conductivity as well as design elements

such as color and brilliance. The domestic market is mainly master batches, while overseas, compounds for automobiles,

consumer electronics, and office equipment predominate.
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The Toyo Ink group also utilizes dispersion technology in the production of carbon nanotube compounds, in a process that

incorporates a dense concentration of carbon nanotubes in resins. Lithium-ion battery materials are potential growth drivers.

The company also uses dispersion technology in advanced applications to disperse conductive aids in an electrode to

enhance battery performance.

Dispersions for lithium-ion batteries and related materials

Source: Company data

The positive electrode material of a lithium-ion battery is made of an active material, conductive carbon, and a binder.

The one-shot varnish developed by the Toyo Ink group is a functional dispersion material in which conductive carbon

and a binder are have been optimally dispersed. This enables the formation of a homogeneous electrode film with less

aggregation of carbon particles than in the conventional production method to produce a high quality and stable battery

electrode. The company is also developing new materials, such as a thermally responsive carbon coat layer that makes

lithium-ion batteries safer.
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Polymers & Coatings

Source: Shared Research based on company data

Polymers & Coatings subsegments: earnings from key products

Source: Shared Research based on company data

Note: From FY12/18, a portion of businesses related to coating materials transferred from the Printing & Information segment to the Polymers & Coatings segment.

In the Polymers & Coatings segment, the company handles coating materials such as adhesive tapes, marking films, and

electromagnetic shielding films at the subsegment level. Adhesives include adhesive compounds, adhesives, laminate

adhesives, and hot melt adhesives. Paint resins include can coatings, resins, and functional hard coats. The other subsegment

includes medical products and natural extracts.

Adhesives

Source: Shared Research based on company data

Subsegment Main products Main usage

Adhesives
Adhesives Labels, displays
Laminating adhesives Flexible materials, PV materials
Hot melts Bookbinding, flexible packaging materials

Coatings
Adhesive tapes, electromagnetic shielding films Double-sided tapes, electronics
Marking films Signs

Polymers
Internal and external can coatings Metal cans
Resins Printing inks, building paints

Other
Medical products Transdermal patches (adhesives for medical use are included in the

adhesives subsegment)
Natural extract Animal feed, food products

Sales (JPYmn) FY03/16 FY03/17 FY12/17 (9mo) FY12/18 FY12/19 FY12/20
Polymers and Coatings 60,894 58,325 52,028 66,099 65,887 62,328

YoY 2.4% -4.2% 6.8% 4.1% -0.3% -5.4%
% of total 20.9% 21.2% 21.2% 22.4% 23.7% 24.3%

Key products
Electronics and optical products 3,400 3500→5700 5,800 13,500 12,600 13,100

YoY -6.7% 3.9%
% of total 5.6% 11.1% 20.4% 19.1% 21.0%

Application Purpose
Packaging Cardboard, paper bags, sealing for bags (kraft, curing, OPP, and other tapes), can seals (flexible polyvinyl)
Office Household use, general use, cellophane tape, poster drawings
Paints Masking while painting automobiles and buildings
Electrical Insulation, protection, coating, fixing, and anti-vibration
Banding, fixing Pipe, pipe wrapping (anticorrosion, identification)
Surface protection Surface protection of metal, glass, and plastics
Double-sided adhesion Pressure sensitive adhesives (for wide range of fields including automobile, printing, construction, civil engineering, and household use)
Foam Antivibration, sound insulation, waterproof, moisture-proof, dust-proof, airtight, sealing
Medical Adhesive wrap and bandage
Label Product description, price description/warranty, ad/sales promotion, management, information sign
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Coating materials

Source: Company data

Products used for smartphone

Source: Company data

Products coated with adhesives on substrates such as films and non-woven materials used in a wide variety of

applications. Electronics is a particularly promising growth area.

Double-sided tape: general industry, printing, automotive, and building materials

Electronics materials: electronic component carriers, electromagnetic shielding films, conductive adhesive sheets

Dynacal (marking film): signboards, interior decoration
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Polymers

Note: Coating agent used to apply functional organic films to metal surface

Note: Used mainly in water-based, eco- friendly acrylic emulsion products in fields such as paints, textiles, paper processing, adhesives, and cosmetics

Source: Company data

Medical products

The Toyo Ink group uses resin design technology to develop products for a variety of medical and healthcare uses, such as

adhesive plasters and surgical tapes, and adhesives that comply with pharmaceutical additive standards. In July 2016, it

purchased a medicated patch business to enter the medical market directly.

Medicated patch

Source: Company data

A medicated patch delivers the active ingredient in a drug to the body through the skin. Although it does not take

immediate effect, it enables continuous administration of a fixed drug amount. As it is possible to constantly check that it

is attached, it is useful in preventing incidents such as forgetting to take medicine or overdosing. Resin design holds the

key to how much drug can be contained in the patch and at what speed it releases the drug.
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Cell culture coating material

Source: Company data

Natural extracts

Source: Company data

Drug development labs culture cells to check on toxicity and confirm the efficacy of active ingredients. Applying a

coating agent to the culture vessel enables the formation of spheroids suitable for testing.

Toyo Ink is developing a variety of products based on natural extracts, including edible natural pigments. In addition,

“sasa extract” (kuma bamboo grass [Sasa veitchii] extracts) produced from the application of pigment extraction

technology, is used as a functional food for both humans and livestock.
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Packaging Materials

Source: Shared Research based on company data

Packaging Materials segment and subsegments: earnings from key products

Source: Shared Research based on company data

The Packaging Materials segment deals in printing inks and printing systems for packaging, such as gravure printing and

flexo printing. In fields such as food packaging, which require safety and security, the company is developing eco-friendly,

water-based, solvent-free inks.

At the subsegment level, in liquid inks, the company deals in gravure inks, flexo inks, and gravure solvents. Prepress deals in

gravure printing systems and prepress. The company has a wide lineup of gravure inks used in food and other packaging,

building materials, and industrial components.

Sales (JPYmn) FY03/16 FY03/17 FY12/17 (9mo) FY12/18 FY12/19 FY12/20
Packaging 64,623 62,965 55,640 68,047 68,071 66,589

YoY 2.4% -2.6% 3.8% 7.2% 0.0% -2.2%
% of total 22.2% 22.9% 22.7% 23.0% 24.4% 26.0%

Key products
Overseas liquid Ink 24,900 25,800 27,200 27,500 29,300

YoY - - 1.1% 6.4%
% of total 39.5% 46.4% 40.0% 40.4% 44.0%
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Printing & Information

Source: Shared Research based on company data

Printing & Information segment and subsegments: earnings from key products

Source: Shared Research based on company data

Note: From FY12/18, a portion of businesses related to coating materials transferred from the Printing & Information segment to the Polymers & Coatings segment.

Note: From FY12/21, the company has moved inkjet inks from Printing & Information to Colorants & Functional Materials.

The Printing & Information segment is the successor to the company’s founding business. It comprises a variety of printing

inks used to print on paper. It also sells machinery and equipment, as well as solutions, including support to make printing

processes more efficient and standardization support. It is focusing on developing and selling eco-friendly products and high-

performance UV inks.

At the subsegment level, in offset inks, the main products are offset, newspaper, UV-curable, and metal decorative inks.

Printing materials and machinery deals in printing inspection devices and offset printing materials. The others subsegment

primarily handles screen inks.

Sales (JPYmn) FY03/16 FY03/17 FY12/17 (9mo) FY12/18 FY12/19 FY12/20
Printing and Information 87,439 81,651 69,011 79,378 76,680 65,595

YoY 0.0% -6.6% -1.1% -1.4% -3.4% -14.5%
% of total 30.1% 29.7% 28.1% 26.9% 27.5% 25.6%

Key products
Functional inks 26,700 25,000 31,300 31,900 28,700

YoY - - 1.9% -10.0%
% of total 36.2% 39.4% 41.6% 43.8%
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UV-curable ink is an eco-friendly solvent-free ink

Source: Company data

In Japan and other advanced countries, markets have matured considerably. Toyo Ink is therefore focusing on functional inks,

whose sales share has been increasing.

Overseas

Toyo Ink is expanding globally. The company had production sites and offices in 23 countries, including the US, France,

China, South Korea, Thailand, and Vietnam as of end-December 2020. The overseas share of total sales (in Asia, Oceania,

North, South, and Central America, and Europe) is 46.4%. Growth is higher than in the mature Japanese market (CAGR of

0.1% in past 8.75 years for sales). In particular, operations in Asia and Oceania have grown to be a large business with over

JPY100bn in sales. The Americas and Europe have smaller sales than Japan and Asia and Oceania. The OPM is in the red in

the Americas and low in Europe.

The company’s overseas business development strategy is to move from its original inks to growing packaging inks and

further to packaging ink resins and adhesives. As in Japan, the company plans to focus on high-value-added products in the

mature European and Americas markets. Except for exports to certain third countries such as Turkey and Mexico, the

company’s basic strategy is local production and consumption, including in China and India. It has set up a series of local

subsidiaries in Thailand (1971), Europe (Belgium, 1975), the US (1976), the US (chemicals, 1988), Malaysia (1988), China

(1992), Taiwan (liquid crystal color filter materials, 2001), and India (offset ink, 2006).

Regional data

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

The company has made the following acquisitions overseas to strengthen its strategic product lineup.

Sales (JPYmn) FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17
(9mo) FY12/18 FY12/19 FY12/20

Japan 185,842 186,378 192,946 188,973 181,884 176,297 134,961 181,700 175,500 161,800
% of total 69.3% 68.3% 62.3% 59.5% 58.4% 59.9% 51.0% 56.3% 56.5% 56.4%

Asia/Oceania 70,193 73,085 95,522 102,163 100,732 86,592 96,331 106,500 101,200 94,500
% of total 26.2% 26.8% 30.8% 32.2% 32.4% 29.4% 36.4% 33.0% 32.6% 32.9%

The Americas 8,204 9,283 10,881 12,425 14,234 12,825 13,159 14,300 14,000 12,700
% of total 3.1% 3.4% 3.5% 3.9% 4.6% 4.4% 5.0% 4.4% 4.5% 4.4%

Europe 4,117 4,199 10,587 14,190 14,481 18,361 19,988 20,200 19,800 18,000
% of total 1.5% 1.5% 3.4% 4.5% 4.7% 6.2% 7.6% 6.3% 6.4% 6.3%

Eliminations -23,020 -24,258 -30,379 -31,068 -28,124 -25,592 -24,096 -32,400 -30,600 -29,300
Cons. 245,337 248,689 279,557 286,684 283,208 268,484 240,344 290,208 279,892 257,675

Operating profit (JPYmn) FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17
(9mo) FY12/18 FY12/19 FY12/20

Japan 11,639 14,765 14,244 12,641 11,885 12,671 9,650 9,600 7,800 6,400
Operating profit margin 6.3% 7.9% 7.4% 6.7% 6.5% 7.2% 7.2% 5.3% 4.4% 4.0%
% of total 85.7% 83.5% 71.4% 69.6% 64.5% 65.6% 57.5% 62.3% 59.5% 50.4%

Asia/Oceania 2,457 3,175 6,241 5,733 6,309 6,166 6,206 5,500 5,700 5,900
Operating profit margin 3.5% 4.3% 6.5% 5.6% 6.3% 7.1% 6.4% 5.2% 5.6% 6.2%
% of total 18.1% 18.0% 31.3% 31.5% 34.3% 31.9% 37.0% 35.7% 43.5% 46.5%

The Americas -405 -396 -563 -353 -135 -106 -101 -100 -200 500
Operating profit margin -4.9% -4.3% -5.2% -2.8% -0.9% -0.8% -0.8% -0.7% -1.4% 3.9%
% of total -3.0% -2.2% -2.8% -1.9% -0.7% -0.5% -0.6% -0.6% -1.5% 3.9%

Europe -108 131 37 151 359 587 1,030 400 -200 -100
Operating profit margin -2.6% 3.1% 0.3% 1.1% 2.5% 3.2% 5.2% 2.0% -1.0% -0.6%
% of total -0.8% 0.7% 0.2% 0.8% 1.9% 3.0% 6.1% 2.6% -1.5% -0.8%

Eliminations 65 -128 -231 37 52 -96 37 0 100 100
Cons. 13,648 17,547 19,728 18,210 18,236 19,231 20,524 15,276 13,174 12,909
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December 1992: Acquired all shares in French functional pigment maker Francolor Pigments S.A. (currently Toyo Ink

Europe Specialty Chemicals S.A.S.)

April 2013: Invested JPY1.3bn to acquire Belgian UV-curable ink manufacturer Arets International NV of Belgium

(currently TIE International NV)

January 2016: Acquired 75% of outstanding shares of Turkey-based DYO Printing Inks, which has a high market share in

resin inks in Turkey, and renamed it Toyo Printing Inks Inc.

Capex, depreciation, and R&D

Segment comparison

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Group companies

Source: Shared Research based on company data

Two capital alliance partners

Toppan Printing (TSE1: 7911)

Established in 1900. Along with Dai Nippon Printing, it is one of two major domestic printing companies, and one of the

world’s largest diversified printing companies. It had consolidated sales of JPY1.5tn in FY03/19. The company has built a

strong customer relationship with Toppan Printing since its foundation. The two companies collaborated when entering the

North American and Chinese markets and developing resist inks.

According to a change report submitted by the company on March 16, 2021, Toppan Printing holds 18.17% of shares in Toyo

Ink. According to Toppan Printing’s corporate governance report (released July 21, 2020), Toyo Ink holds 2.72% of Toppan

Printing’s shares. Shingo Kaneko, Chairman of Toppan Printing, is an outside director of Toyo Ink. In March 2019, Hidetaka

Capex, depreciation, R&D FY03/11 FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.
Capital expenditures 8,536 9,328 13,121 12,818 12,730 11,541 14,191 6,769 9,752 12,064 13,885

Colorants and Functional Materials 4,674 3,611 4,612 3,249 3,860 2,788 4,049 2,124 3,377 4,406 4,870
Polymers and Coatings 1,342 1,842 2,254 2,907 2,939 2,371 2,832 1,087 1,525 2,102 3,705
Packaging 747 1,680 2,191 1,663 1,816 2,412 2,640 2,089 2,219 2,282 2,528
Printing and Information 1,648 2,004 3,680 4,769 3,835 3,596 4,439 1,267 2,484 3,040 2,677
Other 123 188 382 228 278 371 229 200 146 231 103

Depreciation 9,821 9,329 8,929 9,478 9,958 10,520 10,540 8,731 9,939 9,087 9,187
Colorants and Functional Materials 3,678 3,513 3,480 3,648 3,731 3,783 3,499 2,869 3,425 3,235 3,353
Polymers and Coatings 2,095 1,972 2,045 2,127 2,159 2,207 2,330 1,849 2,295 2,047 2,000
Packaging 1,493 1,413 1,327 1,451 1,488 1,666 1,678 1,498 1,558 1,697 1,692
Printing and Information 2,343 2,228 1,887 2,092 2,407 2,663 2,809 2,354 2,472 1,931 1,973
Other 211 201 189 157 170 199 222 160 187 176 167

R&D expenses 7,179 6,950 7,186 7,794 7,340 7,434 7,390 5,894 8,104 8,077 8,112
Colorants and Functional Materials 2,453 2,646 2,711 3,012 2,950 3,003 2,810 1,997 2,752 2,899 2,912
Polymers and Coatings 1,373 1,546 1,622 1,618 1,641 1,625 1,786 1,529 2,117 2,122 2,308
Packaging 1,138 836 964 1,017 934 955 951 822 1,308 1,266 1,310
Printing and Information 1,835 1,560 1,597 1,798 1,798 1,835 1,822 1,539 1,916 1,779 1,572
Other 377 360 290 347 15 15 19 5 9 10 8

R&D as % of sales 2.9% 2.8% 2.9% 2.8% 2.6% 2.6% 2.8% 2.5% 2.8% 2.9% 3.1%
Colorants and Functional Materials 3.9% 4.2% 4.1% 3.9% 3.8% 4.2% 4.3% 3.5% 3.7% 4.3% 4.7%
Polymers and Coatings 2.6% 2.9% 3.2% 2.9% 2.8% 2.7% 3.1% 3.1% 3.2% 3.2% 3.7%
Packaging 2.1% 1.5% 1.7% 1.6% 1.5% 1.5% 1.5% 1.5% 1.9% 1.9% 2.0%
Printing and Information 2.4% 2.0% 2.1% 2.1% 2.1% 2.1% 2.2% 2.2% 2.4% 2.3% 2.4%
Other 5.6% 5.9% 4.9% 6.4% 0.3% 0.3% 0.3% 0.1% 0.1% 0.1% 0.1%

Toyocolor Co., Ltd. Toyochem Co., Ltd.
Toyocolor Co., Ltd. Toyochem Co., Ltd.
Established: April 1, 2012 Established: April 1, 2011
President and representative director: Hideki Okaichi President and representative director: Toshinori Machida
Capital: JPY500mn Capital: JPY500mn
Employees: 570 Employees: 424
Website: http://www.toyo-color.com/ Website: http://www.toyo-chem.com/

Toyo Ink Co., Ltd. Toyo Visual Solutions Co., Ltd.
Toyo Ink Co., Ltd. Toyo Visual Solutions Co., Ltd.
Established: April 1, 2011 Established: September 19, 2017
President and rep. director: Masato Yanagi Manufacturing and sales of display-related products
Capital: JPY500mn President and representative director: Yasuaki Nishimura
Employees: 835 Capital: JPY300mn
Website: http://www.toyoink.jp/ Employees: 223

Website: https://www.toyo-visual.com/
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Kakiya, who had retired as Toppan Printing’s senior managing director in June 2018, became a full-time member of the Audit

& Supervisory Board of Toyo Ink.

Sakata INX Corporation (TSE1: 4633)

Sakata INX was established in 1896 as the first specialist newspaper ink manufacturer in Japan. It is the third-largest player in

the Japanese printing ink market, after Toyo Ink and DIC. Overseas, it operates as the INX International group, and is the

third-largest ink company North America, in terms of market share. In 1999, it entered a business alliance with Toyo Ink SC

holdings. The two companies collaborate in business, distribution, and production.

According to the Sakata INX corporate governance report (March 26, 2021), the company holds 14.42% of Sakata INX

shares. According to Toyo Ink’s corporate governance report (April 7, 2021), Sakata INX holds 3.85% of the company’s shares.

Profitability

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Profit margins FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.

Gross profit 53,516 58,019 64,156 63,739 64,882 65,388 55,910 62,293 60,333 57,196
Gross profit margin 21.8% 23.3% 22.9% 22.2% 22.9% 24.4% 23.3% 21.5% 21.6% 22.2%
Operating profit 13,648 17,547 19,728 18,210 18,236 19,231 16,774 15,276 13,174 12,909
Operating profit margin 5.6% 7.1% 7.1% 6.4% 6.4% 7.2% 7.0% 5.3% 4.7% 5.0%
EBITDA 22,977 26,476 29,206 28,168 28,756 29,771 25,505 25,215 22,261 22,096
EBITDA margin 9.4% 10.6% 10.4% 9.8% 10.2% 11.1% 10.6% 8.7% 8.0% 8.6%
Net margin 3.0% 3.5% 4.4% 4.6% 4.2% 4.7% 4.3% 4.1% 3.0% 2.3%

Financial indicators
ROA (RP-based) 4.8% 6.3% 6.5% 5.5% 5.1% 5.3% 4.7% 4.2% 3.7% 3.3%
ROE 5.1% 5.8% 7.3% 6.9% 5.8% 6.1% 4.8% 5.5% 3.9% 2.8%
Total asset turnover 0.9 0.9 0.9 0.8 0.8 0.7 0.6 0.8 0.7 0.7
Working capital (JPYmn) 72,800 76,665 86,928 91,540 86,178 81,931 85,130 81,872 79,138 78,706
Current ratio 157.1% 165.3% 173.8% 206.9% 209.9% 185.8% 206.3% 201.4% 187.3% 234.2%
Quick ratio 117.3% 123.5% 124.9% 150.0% 156.4% 138.3% 153.7% 146.3% 136.9% 178.0%
OCF / Current liabilities 0.2 0.2 0.2 0.3 0.3 0.3 0.2 0.2 0.2 0.2
Net debt-to-equity ratio 23.9% 23.0% 22.8% 12.8% 10.8% 8.6% 4.5% 2.8% 0.5% 1.6%
OCF / Total liabilities 0.1 0.1 0.1 0.2 0.2 0.2 0.1 0.1 0.1 0.1
Cash conversion cycle (days) 106.9 106.4 104.4 111.9 113.0 111.7 123.0 98.3 100.6 107.9
Change in working capital -2,016 3,865 10,263 4,612 -5,362 -4,247 3,199 81,872 -2,734 -432

Accounts receivable turnover 3.0 3.0 3.2 3.1 3.0 3.0 2.6 3.0 3.0 2.9
Days in accounts receivable 120.2 120.5 114.7 119.6 119.8 122.4 139.4 120.2 121.1 125.6
Inventory turnover 5.5 5.2 5.4 5.1 4.9 4.7 4.1 4.7 4.5 4.2
Days in inventory 66.8 70.5 67.5 71.6 74.5 77.5 88.2 78.1 80.9 86.2
Accounts payable turnover 4.6 4.3 4.7 4.6 4.5 4.1 3.5 3.6 3.6 3.5
Days in accounts payable 80.1 84.6 77.7 79.3 81.3 88.2 104.6 100.0 101.4 103.9
Tangible fixed asset turnover 3.0 3.0 3.0 2.9 2.8 2.7 2.4 3.1 2.9 2.5
Days in tangible fixed assets 121.5 123.2 119.7 126.2 130.2 137.0 150.7 118.2 126.2 143.2
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Market and value chain
Trends in printing ink market
The printing ink market in Japan is gradually shrinking, along with its base of customers in the printing industry, as it matures

due to the increasing digitalization of information. The market for offset ink used on paper substrates for newspapers and

magazines continues to diminish. Meanwhile, the market for printing inks used on food packaging and printing on containers

is growing. In broad terms, it appears that declining demand for publishing and newspapers is being offset by growth in inks

used for packaging of foods and plastic containers (gravure inks and flexo inks).

In higher value-added areas, there are growth prospects for industrial inkjet inks, UV inks which dry quickly under UV

irradiation and have low CO2 emissions, and vegetable oil inks that contain more soybean oil than required by standards.

Industrial inkjet ink applications are growing due to the improved performance of non-contact inkjet printers. Amid

mounting environmental regulations, UV inks and vegetable oil inks are expected to grow due to their environment

friendliness and the spread of energy-saving offset UV printing machines.

Offset printing is becoming increasingly mature, not just in Japan, but in advanced industrial nations in Europe and the US,

and demand is shrinking. However, there are prospects for growth in high-value-added inks globally. Meanwhile, in

burgeoning emerging markets, demand for such inks is growing due to continued growth in offset printing of newspapers

and magazines and gravure printing and flexo printing in packaging.

The company manufactures and sells functional inks with good growth prospects, such as high-value-added inkjet inks, UV-

curable inks, and screen inks. The composition of the market overall is likely to change gradually. Growth in this product

area is lifting the shipment value per ton in the domestic ink market and is an area of focus in a mature market.

Main competitors in printing inks

Source: Shared Research based on company data

Including Toyo Ink SC Holdings, there are six listed companies which are involved in the ink business in Japan. DIC (TSE1:

4631) is the global market leader following overseas expansion and diversification. Five of the global top 10 are Japanese,

including Toyo Ink at number five (Flint Group in Luxembourg is number three).

The following figures from Ink World are based on global ink sales, and do not fully reflect data from Toyo Ink SC Holdings,

which has diversified into specialty chemicals. Less than half of the company’s consolidated sales are captured by these

figures. Many of the world’s largest non-Japanese ink manufacturers are unlisted companies in Europe and the US, leading

some to hold the opinion that they are difficult to incorporate into global investment portfolios.

Top 10 global ink manufacturers

Source: Shared Research based on Ink World

Ticker Company

Latest full-year results

DescriptionSales Operating
profit

Operating profit
margin ROE

(JPYmn) (JPYmn)

4634 Toyo Ink SC Holdings 257,675 12,909 5.0% 2.8% Ranked top in the domestic ink market, third globally; has strength in functional ink,
adhesives, and media materials

4631 DIC 701,223 39,663 5.7% 4.2% Ranked second in Japan, top globally; expanding overseas and diversifying businesses
with Sun Chemicals in the group

4116 Dainichiseika Color & Chemicals Mfg. 155,108 4,850 3.1% 4.2% Diversifying from pigment to ink , resin, and polymer; covers printing ink
4633 Sakata Inx 161,507 7,212 4.5% 6.9% Ranked third in Japan, fourth globally; Toyo Ink SC Holdings is large shareholder

4635 Tokyo Printing Ink Mfg. 42,572 1,911 4.5% 2.5% Ranked fourth in Japan; operates ink, colorants, chemicals businesses; Kyodo Printing
is a large shareholder

4636 T&K Toka 48,217 546 1.1% 0.4% Ranked fifth in Japan; leader in UV curing ink; expanding overseas leveraging its China
base

Company Country Ticker
Ink sales (USDbn)

2020 2021
1 DIC/Sun Chemical Japan 4631 4.90 4.90
2 Flint Group Luxembourg Unlisted 2.20 2.10
3 Sakata Inx Japan 4633 1.44 1.41
4 Siegwerk Group Germany Unlisted 1.31 1.36
5 Toyo Ink SC Holdings Japan 4634 1.33 1.19
6 Huber Group Germany Unlisted 0.86 0.78
7 Fujifilm North America USA Unlisted 0.40 0.40
8 SICPA Switzerland Unlisted 0.38 0.40
9 ALTANA AG Japan 4636 0.37 0.39

10 T&K Toka Switzerland Unlisted 0.45 0.38
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In Japan, Toyo Ink SC Holdings is the leader in the ink field, and has many products with top market shares, with particular

strengths in high-end products. In its corporate governance report dated March 26, 2021, the company reported holding a

14.42% stake in specialty ink manufacturer Sakata INX (TSE1: 4633), making it Sakata INX’s second-largest shareholder (after

Toppan Printing). Sakata INX reporting holding a 3.85% stake in Toyo Ink as of April 7, 2021. The two companies entered a

capital and business alliance in 1999, looking primarily for mutually complementary activities in distribution.

Financial metrics of competitors

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Benchmark companies in fine chemicals
Toyo Ink is on its way to becoming a specialty chemical manufacturer as it moves from the printing inks territory to fine

chemicals as a source of earnings and growth. Fuji Film (TSE1: 4901) is well-known for overcoming the headwinds of

digitalization to execute a major transformation. Benchmark companies that Toyo Ink is targeting in terms of sales include

Nitto Denko (TSE1: 6988), Kaneka (TSE1: 4118), JSR (TSE1: 4185), and Lintec (TSE1: 7966). Taiyo Holdings (TSE1: 4626) made

a 180° turn from printing inks to solder resist. It subsequently came under DIC’s umbrella, and entered the pharmaceutical

business, aiming to become a diversified chemical manufacturer. Tatsuta Electric Wire and Cable (TSE1: 5809) focuses on

high-performance shielding films, and is a leader in high-speed communications electromagnetic wave shielding. Overseas,

3M Company has many aspects worth emulating (such as its application of the 15% Rule, which allows engineers to spend

15% of their working hours on their own projects).

Benchmark companies

Source: Shared Research based on company data

Note: Japanese companies (JPYmn), 3M Company (USDmn)

(JPYmn)

Toyo Ink SC Holdings DIC Dainichiseika Color & Chemicals Mfg.
4634 4631 4116

FY12/18 FY12/19 FY12/20 FY12/18 FY12/19 FY12/20 FY03/18 FY03/19 FY03/20
Cons. Cons. Cons. Cons. Cons. Cons. Cons. Cons. Cons.

Sales 290,208 279,892 257,675 805,498 768,568 701,223 167,446 170,394 155,108
Operating profit 15,276 13,174 12,909 48,385 41,332 39,663 13,079 8,718 4,850
Recurring profit 15,429 13,847 12,543 48,702 41,302 36,452 13,774 9,264 5,582
Net income 11,847 8,509 6,019 32,028 23,500 13,233 8,361 3,876 3,977
ROE 5.5% 3.9% 2.8% 10.4% 7.7% 4.2% 9.2% 4.1% 4.2%
ROA (RP-based) 4.2% 3.7% 3.3% 6.0% 5.1% 4.5% 7.0% 4.7% 3.0%
Operating profit margin 5.3% 4.7% 5.0% 6.0% 5.4% 5.7% 7.8% 5.1% 3.1%
Total assets 371,610 376,130 380,227 805,486 803,083 817,950 202,979 190,701 187,296
Shareholders' equity 221,091 226,892 217,325 298,896 312,740 318,491 94,950 94,104 93,799
Equity ratio 57.6% 58.3% 55.2% 37.1% 38.9% 38.9% 46.8% 49.3% 50.1%
Interest-bearing debt 58,825 57,775 79,871 259,569 246,197 261,137 41,413 42,064 40,825

Sakata Inx Tokyo Printing Ink Mfg. T&K Toka
4633 4635 4636

FY12/18 FY12/19 FY12/20 FY03/18 FY03/19 FY03/20 FY03/18 FY03/19 FY03/20
Cons. Cons. Cons. Cons. Cons. Cons. Cons. Cons. Cons.

Sales 162,056 167,237 161,507 44,866 44,628 42,572 47,942 49,638 48,217
Operating profit 5,112 6,225 7,212 1,464 1,238 592 1,911 368 546
Recurring profit 6,910 7,319 7,789 1,724 1,435 758 2,659 1,095 1,293
Net income 4,692 4,114 5,275 1,157 1,012 582 2,047 627 158
ROE 6.3% 5.5% 6.9% 5.1% 4.4% 2.5% 4.7% 1.4% 0.4%
ROA (RP-based) 4.7% 5.0% 5.3% 3.8% 3.1% 1.7% 4.2% 1.7% 1.9%
Operating profit margin 3.2% 3.7% 4.5% 3.3% 2.8% 1.4% 4.0% 0.7% 1.1%
Total assets 145,857 148,292 145,272 46,757 45,822 42,361 66,987 65,888 67,950
Shareholders' equity 74,307 76,696 76,361 23,339 23,150 22,853 44,996 43,871 42,443
Equity ratio 50.9% 51.7% 52.6% 49.9% 50.5% 53.9% 67.2% 66.6% 62.5%
Interest-bearing debt 17,748 16,228 17,058 6,482 6,983 6,951 5,744 5,693 9,463

Ticker Company

Latest full-year results

DescriptionSales Operating
profit

Operating profit
margin ROE

(JPYmn,
USDmn)

(JPYmn,
USDmn)

4634 Toyo Ink SC Holdings 257,675 12,909 5.0% 2.8% Ranked top in the domestic ink market, third globally; has strength in functional ink,
adhesives, and media materials

4901 Fujifilm 2,315,141 186,570 8.1% 6.3% Expanding into a wide range of businesses utilizing its core technologies developed in its
photographic film businesses

6988 Nitto Denko 741,018 69,733 9.4% 6.8% Manufactures packing materials such as adhesive tapes as well as semiconductor-
related materials and optical films

4185 JSR 471,967 32,884 7.0% 5.7% With synthetic rubber as its core technology, covers a wide range of applications
including electronics and life sciences

7966 Lintec 240,727 15,440 6.4% 5.1% Leader in adhesive materials; a large customer for Toyo Ink

4118 Kaneka 601,514 26,014 4.3% 4.2% On top of its core plastics business, covers a wide range of businesses including
chemicals, electronics, foods, and other

5809 Tatsuta Electric Wire and Cable 58,171 3,781 6.5% 6.3% Has strength in functional shield films such as EMI shield film for high speed
telecommunication

4626 Taiyo Holdings 70,627 9,136 12.9% 5.4% Leader in solder resist, entering pharmaceuticals as well: a subsidiary of DIC

US 3M Company 32,136 6,174 19.2% 45.3% Global manufacturer of chemicals and electric materials, headquartered in Minnesota,
US
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Strengths and weaknesses
Strengths
Niche leadership position, leveraging advanced proprietary core materials and

technologies (pigments and resins with synthesis, dispersion, and deposition):

The Toyo Ink group is a pioneer in growth markets such as resist inks, films, adhesives, and functional dispersions for

electronics and automotive applications. It takes advantage of the fine and advanced synthesis, dispersion, and deposition

technologies it acquired through manufacturing and processing the pigments and resins that are the raw materials of inks.

The company has held fast to its strategy of focusing on products through which it can leverage its technological advantages

and has avoided chasing sales volume alone. It has maintained stable earnings from a leadership position in domestic inks in

the face of many powerful competitors in its home territory. The company is the second-largest player in the market for films

used in electronics in Japan and has many niche-leading high-margin products in fine chemicals. It is leading company in

conductive adhesive sheets, laminate adhesives, highly sensitive UV inks, metal decorative inks, colorants for PET bottle caps,

and can coatings.

Stable, long-term collaborative relationships with major customers (Toppan Printing in

particular) and problem-solving capabilities:

Toyo Ink is an equity-method affiliate of Toppan Printing, with which it has developed a strong business relationship since its

early days. The two worked together to expand into the North American and Chinese markets and develop resist inks. The

company also has a capital alliance with Sakata INX Corporation, the third-largest player in the Japanese printing ink market.

They collaborate in business, distribution, and production. Since its founding, Toyo Ink has had stable, long-term relationships

with major customers, such as Toppan Printing, and has responded to customer needs for advanced specifications and worked

to develop and provide high-end products. For example, it collaborated to develop resist inks with Toppan Printing, whose

group was producing color filters, and UV-curable inks with Komori Corporation (TSE1: 6349), a maker of banknote printing

machines. The experience and track record the company gained by directly providing valuable solutions relevant to issues

facing customers beyond the scope of printing are major strengths.

Leadership in growth areas such as eco-friendly inks and products for sensors and

smartphones: 

The market for inks used to print on paper is maturing. Meanwhile, demand for packaging inks used in packaging is growing

in Japan and overseas. Environmental performance is driving growth and value added in inks used in food packaging. Toyo

Ink has led the industry in the development and manufacture of eco-friendly UV-curable quick drying inks, non-VOC inks for

heatable food pouches (135˚) and solvent-free water-based inks. Its functional material inks and inkjet inks fetch high prices

per unit of weight, attracting inquiries from China, Europe, and the US. It has already developed resist inks for sensors in

anticipation of growing demand for image sensors in the burgeoning electric vehicle market. Ahead of the spread of 5G

smartphones, it has launched high-speed communications electromagnetic shielding with which other major ink

manufacturers are not yet involved.

Weaknesses
Reliance on Japan and Asia and delayed move into European and US markets through

acquisitions:

Although the company is the domestic leader in ink business owing to its base in Japan and Asia, its sales in Japan have

trended more or less sideways over the past decade. DIC, the second-largest player in Japan, has become an industry leader

in ink thanks to skillful M&A deals. Meanwhile, Toyo Ink has small sales in the developed economies of North America, South

and Central America, and Europe, and profit levels are not generous. 

The company relies heavily on the domestic market in Polymers & Coatings, a fine chemicals area generating stable

earnings, but establishing overseas bases is an issue.
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Vulnerability to environmental regulations and rising raw material prices due to lagging

move to international local production and consumption and diversification of suppliers:

Petroleum solvents and organic pigments are the raw materials for inks, making its earnings vulnerable to naphtha price

rises. It is difficult to pass through cost increases for mature products such as printing inks, so margins are easily pressured.

This is an industrywide issue, but Toyo Ink relies heavily on China for organic pigment intermediates and titanium oxide, so it

is also susceptible to policies such as environmental regulations. The company needs to diversify its suppliers overseas and

further move up the value-added chain.

High ratio of printing inks and other commodity type products that have lower margins

than products from competitors:

Toyo Ink’s FY12/20 operating profit margin (OPM) was 5.0% and its return on invested capital (ROIC) was 3.2%. These

figures were lower than the averages for four competing ink manufacturers and three film and resist-related companies

(average OPM of 7.5% and average ROIC of 4.8%). One reason is that, although Toyo Ink has a number of top niche

products, including resist inks for flat-panel displays, lithium-ion battery materials, and electromagnetic shielding films, a high

ratio of its sales derive from printing inks, general pigments, and other existing commodity type products (the Printing &

Information segment generates 25.0% of sales). As stated in its medium-term plan, the company considers the development

and expanded sales of a more varied lineup of value-added products as a management challenge it needs to address.
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Historical performance and financial
statements
Income statement

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Cost structure for Toyo Ink SC Holdings

Balance sheet

Income statement FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.
Sales 245,337 248,689 279,557 286,684 283,208 268,484 240,344 290,208 279,892 257,675
YoY -0.2% 1.4% 12.4% 2.5% -1.2% -5.2% -10.5% 3.6% -3.6% -7.9%

Cost of sales 191,821 190,670 215,401 222,944 218,326 203,095 184,433 227,914 219,559 200,479
Gross profit 53,516 58,019 64,156 63,739 64,882 65,388 55,910 62,293 60,333 57,196
Gross profit margin 21.8% 23.3% 22.9% 22.2% 22.9% 24.4% 23.3% 21.5% 21.6% 22.2%

SG&A expenses 39,868 40,472 44,427 45,529 46,645 46,156 39,136 47,017 47,159 44,286
SG&A ratio 16.3% 16.3% 15.9% 15.9% 16.5% 17.2% 16.3% 16.2% 16.8% 17.2%

Operating profit 13,648 17,547 19,728 18,210 18,236 19,231 16,774 15,276 13,174 12,909
YoY -28.7% 28.6% 12.4% -7.7% 0.1% 5.5% -12.8% -25.6% -13.8% -2.0%
Operating profit margin 5.6% 7.1% 7.1% 6.4% 6.4% 7.2% 7.0% 5.3% 4.7% 5.0%

EBITDA 22,977 26,476 29,206 28,168 28,756 29,771 25,505 25,215 22,261 22,096
YoY -20.7% 15.2% 10.3% -3.6% 2.1% 3.5% -14.3% -1.1% -11.7% -0.7%
EBITDA margin 9.4% 10.6% 10.4% 9.8% 10.2% 11.1% 10.6% 8.7% 8.0% 8.6%

Non-operating income 1,391 2,339 2,264 2,656 1,955 1,796 1,925 2,238 1,964 2,012
Dividend income 597 643 662 751 1,078 1,094 940 1,126 1,137 1,280

Non-operating expenses 1,593 1,418 1,440 1,455 1,725 1,766 1,226 2,085 1,290 2,377
Interest expenses 986 895 850 812 735 896 756 745 644 520

Recurring profit 13,445 18,468 20,553 19,411 18,466 19,262 17,473 15,429 13,847 12,543
YoY -29.2% 37.4% 11.3% -5.6% -4.9% 4.3% -9.3% -27.6% -10.3% -9.4%
Recurring profit margin 5.5% 7.4% 7.4% 6.8% 6.5% 7.2% 7.3% 5.3% 4.9% 4.9%

Extraordinary gains 79 2,125 199 6,934 205 2,860 929 1,355 2,088 91
Gain on sale of fixed assets - - 45 6,854 62 67 579 866 30 23
Gain on sale of investment securities - - - - - - - 489 2,057 67
Other 79 130 9 79 133 155 9 - - -

Extraordinary losses 1,797 4,948 351 4,908 684 4,895 3,637 867 3,629 2,636
Loss on disposal of fixed assets 284 362 286 390 375 322 210 290 284 411
Impairment losses - - - 257 166 375 3,054 437 364 247
Provision for environmental measures - - - - - - - - 2,688 -
Special investigation expenses - - - - - - - - 283 -
Loss on business liquidation - - - - - - - - - 1,040
Loss on money transfer scams - - - - - - - - - 519
Operation discontinuation expenses - - - - - - - - - 363
Other 1,513 4,586 65 4,261 143 4,198 373 140 10 54

Income taxes 4,161 6,554 7,768 7,676 5,626 3,990 3,865 3,617 3,404 3,512
Implied tax rate 35.5% 41.9% 38.1% 35.8% 31.3% 23.2% 26.2% 22.7% 27.7% 35.1%

Net income attributable to non-controlling interests 328 375 372 456 542 534 523 451 392 467
Net income attributable to owners of the parent 7,238 8,714 12,260 13,304 11,818 12,702 10,376 11,847 8,509 6,019
YoY -37.2% 20.4% 40.7% 8.5% -11.2% 7.5% -18.3% -19.7% -28.2% -29.3%
Net margin 3.0% 3.5% 4.4% 4.6% 4.2% 4.7% 4.3% 4.1% 3.0% 2.3%

FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
Interest-bearing debt (JPYmn) 67,599 71,059 74,442 66,923 67,303 63,464 60,454 58,825 57,775 79,871
Interest expenses (JPYmn) 986 895 850 812 735 896 756 745 644 520
Interest rate on interest-bearing debt 1.5% 1.3% 1.2% 1.1% 1.1% 1.4% 1.2% 1.2% 1.1% 0.8%

Cost structure FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.

Cost ratio 78.2% 76.7% 77.1% 77.8% 77.1% 75.6% 76.7% 78.5% 78.4% 77.8%
SG&A expenses 39,868 40,472 44,427 45,529 46,645 46,156 39,136 47,017 47,159 44,286

SG&A ratio 16.3% 16.3% 15.9% 15.9% 16.5% 17.2% 16.3% 16.2% 16.8% 17.2%
Packing and transportation expenses 5,833 5,801 6,397 6,445 6,546 6,420 5,304 6,802 7,181 6,657
Salaries and allowances 9,482 9,558 10,748 11,301 11,762 11,596 9,991 11,691 11,698 11,272
Bonuses 2,395 2,426 2,547 2,563 2,708 2,698 2,123 2,760 2,651 2,559
Welfare expenses 2,384 2,498 2,653 2,914 2,969 3,006 2,443 3,062 3,030 2,917
Depreciation 1,175 969 1,140 1,284 1,412 1,801 1,525 1,805 1,879 1,962
R&D expenses 3,007 3,204 3,186 3,082 2,918 2,831 2,786 3,372 3,438 3,224
Other 15,587 16,011 17,753 17,939 18,328 17,801 14,959 17,524 17,279 15,692
Operating profit margin 5.6% 7.1% 7.1% 6.4% 6.4% 7.2% 7.0% 5.3% 4.7% 5.0%

Non-operating income (net) -202 921 824 1,201 230 30 699 153 674 -365
Recurring profit margin 5.5% 7.4% 7.4% 6.8% 6.5% 7.2% 7.3% 5.3% 4.9% 4.9%

Effective tax rate 35.5% 41.9% 38.1% 35.8% 31.3% 23.2% 26.2% 22.7% 27.7% 35.1%
Net margin 3.0% 3.5% 4.4% 4.6% 4.2% 4.7% 4.3% 4.1% 3.0% 2.3%

Balance sheet (JPYmn) FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.
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Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

The company has targeted reducing its debt/equity ratio in its medium-term management plans. Its financial position has

been improving due to a reduction in interest-bearing debt and accumulation of cash and deposits. Shareholders’ equity has

expanded due to retained earnings.

Net interest-bearing debt after subtracting cash and deposits has declined significantly from JPY46.1bn at end-FY03/10 to

JPY6.1bn at end-FY12/18. The company is close to operating effectively debt-free, barring unforeseen circumstances such as

acquisitions or other sudden funding needs. 

Toyo Ink SC Holdings has maintained an A- credit rating from R&I since April 1999.

Assets
Cash and deposits 32,457 33,996 31,894 39,620 44,470 44,903 50,260 52,706 56,691 76,469
Notes and accounts receivable 81,413 82,733 92,991 94,883 90,949 89,049 94,594 95,553 90,173 87,126
Marketable securities 815 2,278 700 563 529 116 477 43 29 57
Inventories 36,153 37,517 42,096 45,430 43,749 42,470 46,665 48,779 48,508 46,188
Deferred tax assets 2,184 2,646 2,248 2,048 1,908 1,908 1,380 - - -
Other 3,253 3,379 7,571 6,226 3,046 3,852 3,220 6,744 5,350 5,178
Allowance for doubtful assets -568 -590 -893 -1,047 -1,233 -1,086 -993 -765 -786 -924

Total current assets 155,709 161,963 176,609 187,727 183,422 181,214 195,606 203,063 199,969 214,097
Buildings and structures 30,293 32,069 35,141 39,744 39,081 40,639 38,762 36,828 35,940 34,526
Machinery, equipment, and vehicles 17,684 19,506 20,877 25,329 25,347 25,124 23,974 21,834 21,767 20,324
Tools, furniture, and fixtures 2,441 2,699 3,090 3,081 2,807 2,827 2,644 2,722 2,873 3,236
Land 26,805 28,043 28,771 28,617 28,374 30,003 30,007 30,272 30,669 30,529
Lease assets 101 141 196 187 251 196 187 136 4,043 3,726
Construction in progress 3,424 4,663 8,229 4,903 4,346 2,607 2,373 2,219 4,282 10,273
Other - - - - - - - - - -

Total tangible fixed assets 80,752 87,124 96,306 101,865 100,209 101,398 97,081 94,013 99,577 102,616
Total intangible assets 895 736 4,713 2,796 5,683 4,487 4,307 4,649 4,202 3,113

Investment securities 30,476 35,816 46,230 62,223 60,604 66,718 68,541 58,302 61,071 48,440
Deferred tax assets 3,882 1,053 938 1,025 771 833 1,068 2,163 2,333 2,398
Other 12,016 13,432 4,739 5,020 4,715 3,904 3,671 3,228 1,194 1,143
Allowance for doubtful assets -587 -554 -487 -512 -304 -419 -432 -234 -182 -191

Investments and other assets 45,787 49,747 58,973 71,873 70,080 76,964 81,463 69,883 72,381 60,399
Total fixed assets 127,435 137,608 159,992 176,535 175,973 182,851 182,853 168,547 176,161 166,130
Total assets 283,144 299,571 336,601 364,262 359,395 364,066 378,459 371,610 376,130 380,227

Liabilities
Accounts and notes payable 44,766 43,585 48,159 48,773 48,520 49,588 56,129 62,460 59,543 54,608
Incomes taxes payable 4,522 4,371 3,658 2,824 1,880 30,660 1,485 1,470 1,279 1,082
Short-term debt 35,306 34,822 33,369 20,931 20,401 29,364 22,507 20,593 30,315 19,379
Other 14,531 15,220 16,424 18,212 15,036 14,175 14,685 15,429 15,608 16,340

Total current liabilities 99,127 98,000 101,612 90,742 87,369 97,513 94,808 100,839 106,747 91,411
Long-term debt 31,491 35,383 40,051 44,895 46,037 33,262 38,409 38,845 27,460 60,492
Deferred tax liabilities 2,104 1,481 4,664 10,451 10,175 10,884 11,641 7,847 9,584 6,561
Provision for environmental measures 337 306 365 889 768 2,504 2,349 538 2,348 1,485
Retirement benefit liabilities 1,458 1,432 1,496 1,775 1,891 1,865 1,868 1,784 1,885 1,914
Asset retirement obligations 31 32 27 27 28 29 29 30 31 31
Other 1,678 1,611 1,775 1,724 1,266 1,027 968 632 1,179 1,005

Total fixed liabilities 37,103 40,248 48,380 59,763 60,166 49,573 55,267 49,679 42,490 71,491
Total liabilities 136,230 138,249 149,993 150,506 147,536 147,087 150,075 150,518 149,237 162,902
Shareholders' equity

Capital stock 31,733 31,733 31,733 31,733 31,733 31,733 31,733 31,733 31,733 31,733
Capital surplus 32,920 32,920 32,920 32,920 32,926 32,918 32,710 32,500 32,500 32,499
Retained earnings 95,406 100,540 109,220 117,368 122,450 133,116 136,202 143,379 146,627 147,390
Treasury stock -1,729 -1,732 -1,750 -1,762 -1,771 -4,992 -5,002 -5,012 -4,969 -4,916

Total shareholder's equity 158,330 163,461 172,123 180,259 185,338 190,155 195,642 202,600 205,891 206,706
Accumulated other comprehensive income -15,188 -6,624 8,790 26,959 20,060 20,525 25,807 11,570 13,548 2,998
Non-controlling interests 3,772 4,487 5,694 6,536 6,422 6,202 6,768 6,671 7,187 7,370

Total net assets 146,913 161,322 186,608 213,756 211,859 216,979 228,384 221,091 226,892 217,325
Cash and deposits 32,457 33,996 31,894 39,620 44,470 44,903 50,260 52,706 56,691 76,469
Total interest-bearing debt 67,599 71,059 74,442 66,923 67,303 63,464 60,454 58,825 57,775 79,871
Net debt 35,142 37,063 42,548 27,303 22,833 18,561 10,194 6,119 1,084 3,402
Debt-to-equity ratio 0.43 0.43 0.43 0.37 0.36 0.33 0.31 0.29 0.28 0.39
Net debt-to-equity ratio 0.22 0.23 0.25 0.15 0.12 0.10 0.05 0.03 0.01 0.02
Equity ratio 50.6% 52.4% 53.7% 56.9% 57.2% 57.9% 58.5% 57.6% 58.3% 55.2%
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Cash flow statement

Source: Shared Research based on company data

Note: Figures may differ from company materials due to differences in rounding methods.

Cash flows from operating activities

Operating cash flows are usually stable in the range of JPY11.0bn to JPY21.0bn based on relatively stable net income and

depreciation expenses of around JPY10.0bn.

Cash flows from investing activities

In FY03/15, the company recorded a gain of JPY6.7bn on sales of land in Itabashi, Tokyo. The company allocates some funds

for strategic investments, such as acquisitions, and, although there is always the possibility of unexpected funding needs, it

has managed to generate free cash flow each year (ranging from JPY3.0–over 20.0bn) by maintaining a conservative policy

that, in principle, keeps the total value of capital investment below depreciation. In FY03/18, the company deferred major

capital investment projects amid a plunge in the Turkish lira. Namely, the company deferred expansion at Turkish and

Mexican sites and deferred or canceled alliances and acquisitions.

Thinking regarding strategic investment under SIC-I medium-term management plan

(through FY12/20)

Including amounts not spent as of end-FY12/18, Toyo Ink is looking at spending JPY13.0bn by FY12/20. It plans to invest

aggressively in people, technologies, and businesses with an eye on new business creation.

Acquisition targets are in growth areas such as healthcare that have strong potential and can bring something the company’s

existing businesses do not have. The company has indicated its intention to spend in the area of JPY13.0–20.0bn, and would

stretch this to several tens of billions of yen, depending on circumstances.

Key elements of FY12/20 capital investment plan (JPY18.5bn)

Japan: Capacity expansion of packaging materials-related facilities, capacity expansion of laminate adhesives for lithium-

ion batteries, etc.

New plant in Turkey: To increase capacity of gravure inks and laminate adhesives and comply with various regulations.

Aims to double sales in the region by 2026 by taking top market share in Turkey and increasing exports to nearby

countries

US: Expand solvent-based adhesive plant

China: Jiangmen Factory relocation

Cash flows from financing activities

While dividend payments are trending upward, the company is paying down interest-bearing debt, especially long-term

debt. Net interest-bearing debt after subtracting cash and deposits is declining. The company is approaching effectively debt-

free status.

Cash flow statement FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(JPYmn) Cons. Cons. Cons. Cons. Cons. Cons. Cons. (9mo) Cons. Cons. Cons.
Cash flows from operating activities (1) 18,453 17,460 17,603 25,702 25,727 23,370 18,663 19,197 19,673 16,743

Pre-tax profit 11,727 15,644 20,401 21,437 17,987 17,227 14,765 15,917 12,306 9,999
Depreciation 9,329 8,929 9,478 9,958 10,520 10,540 8,731 9,939 9,087 9,187
Impairment losses - - - 257 166 375 3,054 437 364 247
Gains (losses) on sale of fixed assets 113 140 91 -6,651 -10 -52 -561 -844 -17 87
Change in working capital 799 -440 -2,762 -879 3,559 638 -722 537 -472 192

Cash flows from investing activities (2) -10,354 -14,363 -13,249 -6,198 -17,457 -10,611 -5,912 -10,828 -10,404 -13,294
Purchase of intangible/tangible fixed assets -8,796 -13,008 -12,053 -13,033 -14,104 -14,948 -7,303 -11,094 -11,100 -13,160
Proceeds from sale of intangible/tangible fixed
assets 131 381 206 7,164 112 321 1,189 972 105 97

Free cash flow (1+2) 8,099 3,097 4,354 19,504 8,270 12,759 12,751 8,369 9,269 3,449
Cash flows from financing activities -1,880 -1,465 -7,305 -13,585 -5,817 -11,231 -8,355 -5,695 -6,247 16,221

Net increase in short-term borrowings 1,677 -2,662 5,103 -3,142 -532 -2,172 3,587 -969 -2,167 1,388
Net increase in long-term borrowings 315 4,999 -8,477 -5,972 -332 -633 -6,946 315 852 20,823
Dividends paid -3,846 -3,753 -3,847 -4,377 -4,836 -5,056 -4,988 -4,898 -5,254 -5,256

Cash and deposits 32,457 33,996 31,894 39,620 44,470 44,903 50,260 52,706 56,691 76,469
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Historical performance
1H FY12/21 results (out August 6, 2021)

Summary

Summary of results

In 1H FY12/21, the company reported consolidated sales of JPY139.4bn (+13.0% YoY), operating profit of JPY7.2bn (+30.3%

YoY), recurring profit of JPY8.7bn (+75.6% YoY), and net income attributable to owners of the parent of JPY6.3bn (+138.8%

YoY). The business environment remained difficult due to price inflation and supply shortages for raw materials stemming

from logistics disruptions and disasters at plants belonging to multiple materials suppliers (manufacturers). However, the Toyo

Ink group responded to these challenges and worked to achieve its goals for the year of strengthening the profitability of

businesses, creating and expanding priority development domains, and enhancing the value of management resources for

sustainable growth (more information provided later in this report). As a result, sales rose 13.0% and operating profit rose

30.3% compared to 1H FY12/20.

Exchange

USD: Actual results for 1H FY12/21 were JPY108.5/USD, compared to the company's forecast assumption of JPY105 /USD

for FY12/21 (JPY108.2/USD for 1H FY12/20)

EUR: JPY130.5/EUR compared to JPY125/EUR in 1H FY12/21 (JPY119.4/EUR for 1H FY12/20)

CNY: JPY16.8/CNY compared to JPY15/CNY in 1H FY12/21 (JPY15.3/CNY for 1H FY12/20)

Raw material prices

Naphtha: Actual results for 1H FY12/21 were JPY43,100/kl (vs. JPY35,000/kl for 1H FY12/20), compared to the

company's forecast assumption of JPY40,000/kl for FY12/21.

Rosin: USD2,727/t (compared to the company’s forecast of USD1,454/t for FY12/21) in 1H FY12/21, compared to

USD1,800/t in 1H FY12/20.

Company revises forecast for FY12/21 upward

During the 1H FY12/21 earnings announcement (August 6, 2021), the company announced an upward revision of the full-

year FY12/21 forecasts. The global economy continues to face harsh circumstances as economic activities are restrained by

COVID-19. During 1H, sales and profit were higher than initial company forecasts as the company secured stay-at-home

demand as people refrained from going out and expanded sales of high-performance products. The company expects for

strong sales to continue from Q3 on. This is the backdrop for this upward revision.

According to the company, raw material prices have risen sharply and significantly above the company's expectations, but

demand for high-performance materials has expanded, resulting in sales growth. Sales of media materials expanded thanks

to the success of strengthening sales of resist inks in China and Taiwan. Sales of colorants, which fell sharply in 1H FY12/20

due to COVID-19, increased, and the company believes that the recovery trend will continue through 2H FY12/21, mainly

overseas.

The company revised its initial operating profit forecasts downward for the Packaging Materials business and Polymers &

Coatings business due to the impact of higher raw material prices. Meanwhle, it revised its initial operating profit forecasts

* Company forecast for FY12/21 (upward revision announced on August 6, 2021)

Sales: JPY280.0bn (previous forecast: JPY270.0bn)

Operating profit: JPY14.5bn (previous forecast: JPY14.0bn)

Recurring profit: JPY15.0bn (previous forecast: JPY14.0bn)

Net income attributable to owners of the parent: JPY8.5bn (previous forecast: JPY7.5bn)

EPS: JPY151.65 (previous forecast: JPY133.81)
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upward for the Colorants & Functional Materials business and the Printing & Information business (see "FY12/21 Outlook"

section for details).

Rate of progress

Versus the company’s revised full-year FY12/21 forecast, 1H progress on consolidated sales reached 49.8% (1H FY12/20

results reached 47.8% of full-year FY12/20 results), operating profit 49.9% (43.0%), recurring profit 57.7% (39.3%), and net

income attributable to owners of the parent 74.3% (44.0%).

Progress of medium-term management plan

The timing was right for the company to formulate a new medium-term management plan, SIC-II, which will start in January

2021 and end in December 2023. With the uncertain external environment due to the spread of COVID-19, however, some

felt it would be better to postpone the formulation and implementation of the plan. In January 2021, the company launched

SIC-II, based on the judgment that it is important for the company to clearly indicate internally and externally the path that

the Group should take.

The concept of the medium-term management plan SIC-II is for Toyo Ink to be a company that creates lifestyle and culture

that contributes to a new era, with a new lifestyle and work style considering coexistence with COVID-19 and looking beyond

the pandemic. The three basic policies are to strengthen the profitability of businesses, create and expand priority

development domains, and enhance the value of management resources for sustainable growth (transformation of the

corporate structure).

Strengthen profitability of businesses

In order to strengthen the profitability of its businesses, the company is working on two issues: first, it will drastically rebuild

unprofitable sites and products; and second, the company began optimizing its organization in 2020. The key activities are

the sale of a coloring site in France, the suspension of coloring production activities in the Philippines, impairment of fixed

assets as part of the structural reform of printing inks in Japan, and the integration of production of display materials to

strengthen price competitiveness. Toyochem and Toyo ADL merged in January 2021, and inkjet products were transferred to

Toyocolor Co., Ltd. In 1H FY12/21, the company recognized that losses on business liquidation were lower than in 1H

FY12/20, while in terms of operating profit, the effects of measures to strengthen profitability were steadily becoming

apparent.

The second is to strengthen the management of profits by product type, with the goal of doubling the number of products

that generate profits of JPY1.0bn or more on a consolidated basis from four in FY12/20 to eight within three years. In 1H

FY12/21, earnings of media materials-related products, colorants, UV inks, inkjet inks, and functional film have shown

significant improvement.

Creation and expansion of priority development domains and improvement of the value of management resources

(transformation of the corporate structure) for sustainable growth

These will be included in the financial results for 1H FY12/21.

President Takashima’s preferred areas of focus on when dealing with investors

Mr. Takashima wants timely disclosure of information from the company to the extent possible.

Feedback from investors on contents of disclosure: The company would like to create a loop between it and investors in

which feedback from investors is reflected in business plans and further feedback is provided.

Sales

Sales for 1H FY12/21 were JPY139.4bn (+13.0% YoY). Sales increased YoY in all businesses (more information provided later

in this report). Domestic sales grew by 5.6% YoY, while overseas sales grew by 26.5% YoY, mainly due to strong growth in

overseas sales. Sales of electronics-related materials such as media materials and 5G materials increased. Sales bottomed out

in 1H FY12/20 and are on a recovery trend. Sales have recovered to almost the same level as in 1H FY12/19, prior to the

COVID-19 pandemic.
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Operating profit

Operating profit for 1H FY12/21 was JPY7.2bn (+30.3% YoY). Operating profit for the domestic business increased 26.3%

YoY, and operating profit for the overseas business increased 47.9% YoY. Despite the sharp rise in raw material prices, sales

remained strong, especially overseas. In addition to the effect of higher sales, this was due to the weaker-than-expected yen

and the absence of losses on the liquidation of overseas businesses.

Operating profit in the Colorants & Functional Materials business was solid. On the other hand, the Polymers & Coatings

segment and the Packaging Materials segment were affected by the sharp rise in raw material prices, resulting in a YoY

decline in operating profit (more information provided later in this report).

Analysis of operating profit increase and decrease

Increase factors: (1) Sales expansion of JPY5.1bn, (2) Price revisions of JPY700mn, (3) Exchange rate fluctuations of

JPY100mn

Sales growth was driven by increased sales due to recovery in demand and expanded sales overseas, as well as increased

sales of high value-added products, mainly in the electronics market. Price revisions were implemented mainly overseas.

Decrease factors: (1) Soaring raw material prices: JPY2.0bn (domestic: JPY600mn, overseas: JPY1.4bn), (2) Increase in

fixed costs: JPY1.9bn, (3) Price decline: JPY300mn

The main reason for the decrease in profit was the sharp rise in raw material prices. It was affected by the shortage of supply

due to the rapid recovery of market conditions and the rapid rise in naphtha prices. The increase in fixed costs is due to

higher expenses resulting from increased sales volume and higher logistics costs. Price decline is mainly due to media

materials (change in sales mix due to sales expansion in China).

Raw material price increases and countermeasures

Background and outlook of raw material price increases

Behind the surge in raw material prices is an increase in demand for various raw materials due to recovery in economic

activity, shutdowns and supply restrictions due to accidents at raw material manufacturers, increased costs of countermeasures

resulting from continued tightening of global environmental regulations, and soaring logistics and fuel costs. The company

believes that the impact of higher raw material prices will be greater in 2H than in 1H.

Impact on business performance and countermeasures

The company estimates that the negative impact of higher prices for raw materials such as naphtha-derived ingredients,

organic solvents, resin materials, and pigment materials, on FY12/21 operating profit will be JPY6.8bn (vs. JPY2.0bn in 1H

FY12/21 and JPY4.8bn in the 2H FY12/21 forecast). By product type, adhesives are particularly affected. In terms of business

segments, the Polymers & Coatings business and the Packaging Materials business were impacted. The impact has been felt

earlier overseas than in Japan, and the degree of impact varies by area.

As a response to this change in the business environment, the company will promote price revisions, cost reductions, and

sales expansion focusing on value-added products. The company expects price revisions to cover JPY3.9bn of this amount in

2H FY12/21. The company has proceeded with price revisions since around May or June 2021, but overseas negotiations

have started earlier than in Japan. According to the company, the revisions are progressing gradually.

Breakdown of results by segment

Breaking down 1H sales by segment (including internal sales), the company saw Colorants & Functional Materials report

JPY36.8bn (+21.6% YoY), Polymers & Coatings JPY33.6bn (+12.3% YoY), Packaging Materials JPY35.4bn (+7.6% YoY), Printing

& Information JPY32.6bn (+11.4% YoY), and Others JPY3.2bn (-2.9% YoY).

Looking at 1H operating profit by segment, Colorants & Functional Materials reported JPY2.7bn (+170.4% YoY), Polymers &

Coatings JPY2.0bn (-18.8% YoY), Packaging Materials JPY1.3bn (33.7% YoY), Printing & Information JPY858mn (+2,218.9%

YoY), and Others JPY406mn (+183.9% YoY).
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Colorants & Functional Materials segment

Sales (including internal sales): JPY36.8bn (+21.6% YoY; 49.7% of progress toward revised company forecast for FY12/21).

Of this total, domestic sales accounted for JPY20.4bn (+13.8% YoY), while overseas sales accounted for JPY25.4bn

(+25.9% YoY).

Sales by product category: Media materials (up approx. 23% YoY), colorants (up approx. 22% YoY), pigments (up 12% YoY),

inkjet inks (up approx. 56% YoY). Continued favorable conditions in media materials and growth in overseas sales of

colorants contributed to the overall increase in sales.

Operating profit: JPY2.7bn (+170.4%, +45.4% YoY). Of this total, domestic sales accounted for JPY1.2bn (+63.6% YoY) and

overseas sales accounted for JPY1.7bn (+452.2% YoY). Growth in media materials, colorants, and inkjet inks contributed to

profit increase.

OPM: Quarterly (3-month) OPM bottomed out at 1.9% in Q3 FY12/20, and profitability improved to 5.1% in Q4

FY12/2020, 6.4% in Q1 FY12/2021, and 8.5% in Q2 FY12/2021 (+6.3pp YoY).

Demand for high performance pigments and materials for LCD color filters for TV, PC, and tablet displays was robust as

people spent more time at home due to the pandemic. There was also sales growth in Taiwan and China, resulting in strong

sales of media material varieties.

Sales of commodity type pigments for information printing inks remained sluggish, but sales of pigments for liquid inks were

firm. The segment was also affected by price inflation for raw materials. Sales of inkjet inks for digital printing recovered,

centered in China, Europe, the US, and other overseas markets.

Demand for plastic colorants was robust, especially for mainstay food containers in Japan due to voluntary restraint on going

out and for automobiles and solar batteries overseas. Revisions to sales prices also progressed due to higher raw materials

prices. In addition, the withdrawal from unprofitable locations in Europe and Southeast Asia proceeded as planned.

Polymers & Coatings segment

Sales (including internal sales): JPY33.6bn (+12.3% YoY; 49.1% of progress toward revised company forecast for FY12/21).

Of this total, domestic sales accounted for JPY24.0bn (+6.7% YoY), while overseas sales accounted for JPY14.7bn (+30.7%

YoY).

Sales by product category: Packaging and industrial materials (+7% YoY), electronics (+34% YoY), medical and healthcare

(flat YoY). Overseas sales of adhesives for packaging applications are strong, and sales of functional film for 5G

applications are growing.

Operating profit: JPY1.9bn (-18.8% YoY; 47.4% YoY) Of this total, domestic sales accounted for JPY1.4bn (+2.0% YoY), while

overseas sales accounted for JPY600mn (-38.8% YoY). Sales of high value-added products increased, but profit decreased

due to soaring raw material prices.

OPM: Quarterly (3-month) OPM peaked at 10.9% in Q4 FY12/20, and profitability deteriorated to 7.3% in Q1 FY12/21

and 4.6% in Q2 FY12/21 (-3.9pp YoY).

In terms of coating materials, sales of conductive adhesive sheets and electromagnetic shielding films for smartphones were

firm, as were sales of heat resistant, low-adhesion films for LCD panels and automobiles.

Adhesives saw solid domestic demand for packaging for snack foods and pet foods, and overseas demand for packaging for

food products.

In terms of adhesive compounds, there was robust demand related to labels in Japan and firm demand related to polarizing

plates both inside and outside Japan. However, profit was significantly squeezed by sudden price inflation and procurement

difficulties for global raw materials, despite revising sales prices.

Can coatings (finishes) saw robust domestic sales for use on beverage cans as people refrained from going out, and demand

also recovered overseas, especially in China and Thailand. However, performance was affected by rising raw material prices.
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Packaging Materials segment

Sales (including internal sales): JPY35.4bn (+7.6% YoY; 49.2% of progress toward revised company forecast for FY12/21).

Of this total, domestic sales accounted for JPY20.1bn (+3.2% YoY), while overseas sales accounted for JPY15.9bn (+13.5%

YoY).

Sales by product category: Domestic liquid inks (up approx. 4% YoY), overseas liquid inks (up approx. 14% YoY). Overseas

demand for packaging inks for food packaging grew steadily, while environmentally friendly products performed well in

Japan.

Operating profit: JPY1.3bn (+33.7% YoY; 47.1% YoY). Of this total, domestic sales accounted for JPY600mn (-33.5% YoY),

while overseas sales accounted for JPY700mn (-34.4% YoY). Profit is under pressure due to soaring raw material prices

and a time lag in price revisions.

OPM: Quarterly (3-month) OPM peaked at 6.7% in Q4 FY12/20, and profitability deteriorated to 4.2% in Q1 FY12/21

and 3.0% in Q2 FY12/21 (-3.4pp YoY).

In Japan, sales of liquid inks for paper bags for gifts and apparel were sluggish as people refrained from outings, but sales of

liquid inks for packaging for frozen foods, noodles, and other household food products expanded. Demand related to

construction materials has also begun to recover. Overseas, sales in China recovered versus Q1 FY12/20, when operations

were suspended due to the pandemic, and performance in India and the Middle East was also favorable. However, profit was

significantly impacted by sudden price inflation and procurement difficulties for global raw materials, despite revising sales

prices. At its gravure cylinder platemaking business, precision platemaking for electronics-related applications did well,

flexible packaging and paper containers were on track for recovery.

Printing & Information

Sales (including internal sales): JPY32.6bn (+11.4% YoY; 49.8% of progress toward revised company forecast for FY12/21).

Of this total, domestic sales accounted for JPY18.0bn(-1.2% YoY), while overseas sales accounted for JPY16.4bn (+30.3%

YoY).

Sales by product category: Offset inks (general inks) (+14% YoY), functional inks such as UV inks, metal inks, and screen

inks (+15% YoY). Sales of functional inks for packaging increased, and overseas demand is recovering.

Operating profit: JPY858mn (+2,218.9% YoY; 42.9% YoY), none of which was accounted for by Japan (same as in

FY12/20), while overseas business accounted for JPY900mn (+163.3% YoY). Profitability improved due to growth in

functional inks and implementation of structural reforms.

OPM: Quarterly (3-month) OPM is gradually improving after having bottomed out at -1.5% in Q2 FY12/20. Profitability

improved to 3.1% in Q4 FY12/20, 1.6% in Q1 FY12/21, and 3.6% in Q2 FY12/21 (+5.1pp YoY).

The domestic market for information printing is structurally shrinking, a situation only exacerbated by the prolonged COVID-

19 pandemic and restrictions on economic activity, so domestic demand for flyers, ads, and other printed material was weak.

However, the company worked to improve its business structure by collaborating with other companies in the industry,

reducing costs, and passing on some of the increase in prices of raw materials to selling prices.

Overseas, demand recovered in China, where there was a shutdown in Q1 FY12/20, and sales for paper containers for foods

and medical products were firm. The company also worked to optimize its global supply chain and reform the business

structure of its various bases of operations.

Capex

The company implemented JPY11.2bn in capital investments in 1H FY12/21 against the FY12/21 company plan of JPY14.5bn.

Although there have been some delays in the progress due to the COVID-19 pandemic, the company has been proceeding

relatively proactively with capital investment.

In the Packaging Materials business, a new factory is scheduled to start operation in Jiangmen, Guangdong Province, China,

during FY12/21. Construction of a new factory in Turkey, scheduled for completion in 2H FY12/22, and a second factory in

India, scheduled for completion in FY12/21, are underway.
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In the Colorants & Functional Materials business, the EV-related materials facility in the US started operation. In Hungary, the

company plans to launch full-scale operations in FY12/22. The company expects to start receiving orders by then and to

supply the products to Europe from its US and other bases. The company believes that EV-related materials will become a

new business pillar from FY12/22 onward. There has been growth in new fields such as environment-friendly and EV-related

materials.

Topics

Lithium-ion battery materials

In July 2021, it was decided that SK Innovation, a South Korean manufacturer of lithium-ion batteries, would adopt

LIOACCUM , a conductive carbon nanotube (CNT) dispersion for lithium-ion battery cathode materials supplied by

Toyocolor Co., Ltd., at its North American and European bases.

CNTs as a conductive material are essential for increasing the capacity of lithium-ion batteries, which are key to the spread

and promotion of EVs, and have faced many challenges in their practical application due to the difficulty of dispersion. It will

also solve problems faced by lithium-ion batteries, such as battery safety, miniaturization, faster charging speed, and

improved durability.

The company's technological capabilities and the fact that it is the only CNT dispersion manufacturer with a production base

that can stably supply the four major automotive markets of North America, Europe, China, and Japan were highly regarded,

leading to SK Innovation’s decision to adopt the technology.

The products will be manufactured by the Toyo Ink Group's LioChem, Inc. (US, from Q2 FY12/21) and Toyo Ink Hungary Kft.

(from Q1 FY12/22), and will be supplied to the Volkswagen Group and Ford Motor Company via SK Innovation.

The Toyo Ink Group will invest approximately JPY10.0bn during the period of SIC27, a long-term concept that will run

through FY12/26 to strengthen its dispersant production facilities for high-capacity automotive batteries in North America,

Europe, China, and Japan, and to ensure a stable supply. The company aims to achieve sales of JPY20.0bn in FY12/26,

making this business the core business of the Group. Furthermore, by realizing CNT dispersions for anodes at an early stage,

the Group will achieve further improvement of lithium-ion battery performance and contribute to the realization of a

sustainable society through the spread of EVs on a global scale.

Media materials

In 1H FY12/21, media materials exceeded the company's initial plan, and the company expects the market to remain strong

in 2H FY12/21.

The large panel market has become commoditized, and the challenge is to expand market share in the Chinese market,

which is the largest market in that sector. The company's share of resist inks in China grew steadily to 4% in FY12/17, 7% in

FY12/18, 9% in FY12/19, and 10% in FY12/20. The company aims to achieve 11% of the company plan for FY12/21, and

15% for FY12/23. It plans to strengthen its cost competitiveness through manufacturing methods using an integrated

production system from pigments to resists, and will promote alliances in China in various forms including technical tie-ups

and production outsourcing, as well as strengthening its local sales system. The company is already investing in production

facilities, hiring specialized personnel from different industries, and making employment contracts.

 TM

* The cathode material of a lithium-ion battery mainly consists of an active material, a conductive material, and a binder.

By using CNTs instead of carbon black as the conductive material, conductive performance can be achieved with a

smaller amount of conductive material. Toyocolor has developed high performance CNTs through collaboration with

CNT manufacturers, and has also succeeded in significantly lowering the resistance of lithium-ion battery cathodes with

a smaller amount of CNTs by dramatically increasing the dispersibility and conductivity of the CNTs through the use of

unique additives and dispersant manufacturing methods. This will reduce the cost of conductive materials for lithium-ion

batteries and enable an increase in the amount of active material in the cathode, resulting in higher battery capacity,

longer EV cruising range, and improved quick charging performance. (Source: Company press release)

Toyocolor has expertise in carbon dispersion, and has been supplying carbon dispersions for cathode materials of

lithium-ion batteries since 2015, accumulating trust and a track record as a manufacturer of lithium-ion battery materials.
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In the high-end market, the company will thoroughly differentiate and develop functional products. Specifically, in the small-

and medium-sized panel markets, the company will focus on thin, high-definition film applications. In the new market of

sensor applications, the company will develop fields such as complementary metal-oxide-semiconductor (CMOS) resists and

wavelength control. The company will also employ low-temperature curing production technology with reduced

environmental impact as a differentiating factor.

Adhesive compounds and adhesives

In the Polymers & Coatings business, the company will work to expand its adhesive compound and adhesives business into

key markets such as packaging, industrial materials, and electronics. In the area of adhesives, it will expand its

environmentally friendly product line to global brand owners and capitalize on the increase in global demand for the

company’s optical product line. In the area of laminate adhesives, the company will promote the reinforcement of its

overseas bases, as well as collaboration with gravure inks for use in packaging. A new pilot factory (new polymer synthesis

building) is under construction at the Kawagoe Factory in Saitama Prefecture to integrate adhesive technologies and develop

unique polymers for expansion into new markets.

The overseas sales ratio on a consolidated basis is approximately 50% (49.3% in 1H FY12/21), but the overseas sales ratio of

the Polymers & Coatings business is only in the 30% range (38.0% in 1H FY12/21). In order to promote overseas growth, the

company aims to maximize returns while minimizing investment by directly utilizing the production base infrastructure and

human resources of its strong global base network. Although the start of operations has been delayed by COVID-19, the

company plans to launch operations of adhesives production facilities in India and in the US in 2021, and China, Turkey, and

South Korea in 2022. The company aims to expand overseas sales of adhesives from approximately JPY14.0bn in FY12/20 to

over JPY19.0bn in FY12/23 (a 37% increase over FY12/20).

New products

Joint development of the Mug Beer Can with Asahi Breweries, Ltd.: contributing to product differentiation through paint

technology

Millimeter wave absorbing compound: Contributing to improved accuracy of millimeter wave radar, thereby supporting

safe driving

Significant subsequent events

Conversion of Matsui Chemical into a wholly owned subsidiary

On June 11, 2021, Toyo Ink SC Holdings and Matsui Chemical signed a share exchange agreement, with Toyo Ink as the

wholly owning parent company in the share exchange and Matsui Chemical becoming a wholly owned subsidiary. The share

exchange was conducted on July 26 of the same year.

Purpose of making Matsui Chemical a wholly owned subsidiary

With pollution related to single-use plastics increasingly recognized as an environmental problem in Japan and overseas,

attention is once again focusing on the use of recyclable metal containers. In this operating environment, Toyo Ink

recognizes the need to accelerate the expansion of its metal printing inks business, which has the top market share in Japan,

by seizing opportunities for growth in overseas markets. To achieve the timelier decision-making and more optimal use of

group resources that are needed to meet this goal, the company decided to make Matsui Chemical a wholly owned

subsidiary through the share exchange.

Fund transfer related to the share exchange

JPY101,972,000 was transferred to the sole owner of Matsui Chemical’s common stock other than Toyo Ink in exchange for

all Matsui Chemical common shares held by that shareholder.
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Consolidated results for Q1 FY12/21 (out May 14, 2021)

Summary

Results

For Q1 FY12/21, the company reported consolidated sales of JPY68.4bn (+7.8% YoY), operating profit of JPY3.5bn (+17.4%

YoY), recurring profit of JPY4.2bn (+112.3% YoY), and net income attributable to owners of the parent of JPY3.2bn (+172.1%

YoY). The business environment remained difficult as personal consumption was still in the process of recovering both in

Japan and overseas, and the procurement of raw materials was hampered by logistics disruptions and disasters at plants

belonging to multiple materials suppliers (manufacturers). However, the Toyo Ink group responded to these challenges and

worked to achieve its goals for the year of strengthening the profitability of businesses, creating and expanding priority

development domains, and enhancing the value of management resources for sustainable growth. As a result, sales rose

7.8% and operating profit rose 17.4% compared to Q1 FY12/20, when the impact of COVID-19 had just started.

The solid trends seen in Q1 FY12/21 carried over from the preceding quarter (Q4 FY12/20), when consolidated sales were

down 0.3% YoY but operating profit was up 21.6% YoY. The gains were especially pronounced at the Colorants & Functional

Materials segment, where Q1 sales were up 16.7% YoY and operating profit was up 70.7% YoY. By geographic region, Asia

was the main growth driver in Q1. Within the Colorants & Functional Materials segment, the company noted in particular

solid growth in shipments of colorants and resist inks.

On a QoQ comparison basis, Q1 consolidated sales were down 2.7% and operating profit down 21.2%. The QoQ decline in

sales and earnings were due largely to seasonal factors, as the October-December quarter benefits from seasonally strong

demand around the end of the calendar year in Japan and the Christmas shopping season overseas while the January-March

quarter is hobbled every year by the long stretch of holidays and factory shutdowns in China and elsewhere in Asia in

connection with the Lunar New Year’s celebration, as well as fewer business days (February being the shortest month of the

year).

Performance versus plan

Q1 FY12/21 results were in line with plan, giving the company 25.3% of its full-year target for sales (versus 24.6% at this time

last year), 25.2% of its full-year target for operating profit (versus 23.3%), 30.2% of its full-year target for recurring profit

(versus 15.9%), and 42.1% of its full-year target for net income (versus 19.3% at this time last year).

Breakdown of Q1 results by segment

Breaking down Q1 sales by segment, we find Colorants & Functional Materials reporting Q1 sales of JPY18.5bn (+16.7% YoY),

Polymers & Coatings JPY16.3bn (+9.7% YoY), Packaging Materials JPY17.0bn (+4.4% YoY), Printing & Information JPY16.2bn

(+0.5% YoY), and Others JPY1.5bn (-0.5% YoY).

Looking at Q1 operating profit by segment, Colorants & Functional Materials reported Q1 operating profit of JPY1.2bn

(+70.7% YoY), Polymers & Coatings JPY1.2bn (+2.3% YoY), Packaging Materials JPY717mn (16.0% YoY), Printing &

Information JPY263mn (+12.4% YoY), and Others JPY181mn (+218.1% YoY).

Colorants & Functional Materials segment

Sales (includes intra-company sales): Q1 segment sales of JPY18.5bn were up 16.7% YoY, giving the segment 27.4% of its

full-year target. Domestic sales of some JPY9.9bn were up 4.8% YoY and overseas sales of roughly JPY12.8bn were up

20.3% YoY.

Operating profit: Q1 segment operating profit of JPY1.2bn was up 39.2% YoY, giving the segment 39.2% of its full-year

target for operating profit. Operating profit from domestic sales came in at roughly JPY400mn (-35.1% YoY); operating

profit from overseas came in around JPY800mn (+386.4% YoY). The segment operating profit margin of 6.4% was up

2.1pp versus Q1 FY12/20.

Colorants and resist inks were the main growth drivers during the quarter. Accounting for roughly half of segment sales,

sales of colorants were up 20.4% YoY.

The 2.1pp YoY rise in the segment operating profit margin was driven by a combination of rising sales of master batches

(which carry higher margins than sales of compounds) for use in plastic food containers and the elimination of the drag
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from unprofitable overseas subsidiaries that were sold during the course of last year.

The sharp 35.1% YoY drop in operating profit on domestic sales reflected a combination of falling shipments of printing

inks and the resulting decline in factory utilization rates, and more competitive pricing conditions for resist inks used in

LCD television displays in the domestic market versus overseas markets.

The company continued working to push through price hikes (to pass along the higher cost of raw materials), raising

prices on shipments of certain functional materials starting June 1, 2021.

Segment sales have benefited from strong growth in demand for high performance pigments and materials used in LCD

color filters for televisions, PCs, and tablet displays as consumer demand products for these grown as more people stuck

close to home in the wake of the pandemic, as well as rising sales of high performance pigments and materials in both China

and Taiwan. The company’s pricing environment for these products has been further aided by the growing demand for LCD

panels, as this has taken some of the pricing pressure off resist inks for LCD television displays, and also by moves by

competing manufacturers to either downsize their market presence or exit the market completely, which in turn has led

directly to new customer wins by Toyo Ink. Because LCD panel prices are also at elevated levels, the company expects to see

continued strong growth in sales and earnings from resist inks, color filter pastes, and other materials going into LCD panels.

With respect to sales of general-purpose pigments, the company said demand for pigments for information printing inks

remained sluggish to the quarter. Sales of pigments for liquid inks were described as firm, and sales of pigments for inkjet

inks were said to be on the mend thanks to the rebound in demand from the digital printing market, particularly in China

and elsewhere overseas.

Plastic colorants, which account for roughly half of segment sales, saw a 20.4% YoY jump in sales on the back of growing

demand both in Japan and overseas. On the domestic front, its largest market for plastic colorants is the plastic container

market; here, the company saw especially strong growth in demand in Q1 for plastic colorants used in food containers, which

has grown rapidly in the wake of the pandemic as more people have stuck to eating all their meals at home. Overseas, the

company benefited from strong demand for plastic colorants for use in automotive applications and office equipment. Also

overseas, the company noted that its plans for pulling out of unprofitable markets in Europe and Southeast Asia was

proceeding on plan.

Packaging Materials segment

Sales (includes intra-company sales): Q1 segment sales of JPY16.3bn were up 9.7% YoY, giving the segment 24.5% of its

full-year target. Domestic sales of some JPY11.9bn were up 7.8% YoY and overseas sales of roughly JPY7.0bn were up

25.6% YoY.

Operating profit: Q1 segment operating profit of JPY1.2bn was up 2.3% YoY, giving the segment 18.4% of its full-year

target for operating profit. Operating profit from domestic sales came in at roughly JPY900mn (+24.6% YoY); operating

profit from overseas came in around JPY400mn (-12.5% YoY). The segment operating profit margin of 7.3% was down

0.6pp versus Q1 FY12/20.

Electromagnetic shielding films, conductive adhesive sheets, and other functional films for smartphones were the main

growth drivers of segment sales and earnings during the quarter.

The 0.6pp YoY decline in the segment operating profit margin was due primarily to the rising cost of naphtha, a key

ingredient. The company noted that it was able to pass along only a portion of higher costs stemming from rising raw

materials prices during the course of Q1, but that it had announced increases in prices for laminate adhesives in June and

was currently in process of negotiating price increases with individual users.

The 12.5% YoY decline in overseas operating profit was due in large part to sharp rise in raw materials prices, which hit

earnings at overseas operations slightly earlier than it hit domestic operations.

With respect to sales of coating materials, the company said that on top of a steady stream of demand for conductive

adhesive sheets, electromagnetic shielding films, and other functional films from the smartphone market, that it was also

seeing strong demand for heat resistant, low-adhesion films used in LCD panels and various automotive applications. In this

relation, the company noted that it has a high share of market for electromagnetic shielding films and conductive adhesive

sheets used in 5G smartphones, and that prospects for continued growth the 5G smartphone market bodes well for its own

sales and earnings in this area.
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Sales of adhesives, which account for roughly one-third of segment sales, logged solid gains during the quarter thanks to a

combination of strong domestic demand for adhesives used in packaging-related applications for products ranging from

snack foods to pet foods, and a rebound in overseas demand for adhesives used in food packaging. Toyo Ink noted that it

already has a relatively high share of the domestic market for adhesives and is now looking to increase its currently low

market share overseas, and that this together with continued growth in the market itself is expected to drive growth in sales

and earnings from adhesives going forward.

Sales of adhesive compounds benefited from strong domestic demand for use in labels, and strong demand for use in

polarizing plates both in Japan and overseas; profits on adhesive compound sales were another story, as here the company

saw margins squeezed by rising raw materials prices. Looking ahead, the company said that it is seeing rising sales of

adhesive compounds used in the protective sheet used during the production of OLED television panels thanks to the

unique properties of its urethane resin compounds, and that even though sales are still relatively small that it expects to

expand sales in this area going forward.

In the area of can coating (finishings), the company said sales are still logging solid gains in the wake of the pandemic as

people continue to stick close to home and buy plenty of canned beverages, while overseas sales in Q1 benefited in

particular from a rebound in demand from China and Thailand.

Packaging Materials segment

Sales (includes intra-company sales): Q1 segment sales of JPY17.0bn were up 4.4% YoY, giving the segment 23.8% of its

full-year target. Domestic sales of some JPY9.7bn were up 1.0% YoY and overseas sales of roughly JPY7.6bn were up 9.9%

YoY.

Operating profit: Q1 segment operating profit of JPY717mn was down 16.0% YoY, giving the segment 17.9% of its full-year

target. Operating profit from domestic sales came in at roughly JPY400mn (-17.9% YoY) and operating profit from

overseas came in around JPY400mn (-15.6% YoY). The segment operating profit margin of 4.2% was down 1.0pp versus

Q1 FY12/20.

The hit to operating profit and the operating profit margin reflected a combination of the rising cost of raw materials

(mainly naphtha) and costs associated with the relocations of factory operations in China.

In this relation, the company noted that it had been unable to pass along the higher costs of raw materials during the

course of Q1, but that it had announced increases in prices for gravure and flexo inks in June and was currently in process

of negotiating price increases with individual users.

With respect to sales of liquid inks, the company said domestic demand was weak for liquid inks used in the production of

paper bags for gifts and apparel, but that overall sales of liquid inks during Q1 were up thanks to strong demand for use in

packaging for frozen foods, noodles, and other packaged foods made for consumption at home, and that it also saw a nice

rebound in demand for liquid ink from the construction materials market.

The larger increase in overseas sales reflected easy comparisons with the January—March quarter of 2020, when many

factories in China were shut down, and solid growth in sales outside of China in markets including India and the Middle East.

The positive top-line growth sales notwithstanding, operating profit from overseas sales finished the quarter down, hurt by a

number of different factors including rising raw materials around the world, supply chain disruptions, and costs related to the

relocation of its factories in China.

Sales of gravure printing inks for use on food packaging rose during the quarter, with most of that growth coming from

overseas. In the process of growing its business in this field, the company realized that it needed to offer more eco-friendly

products. Together with the move at its Polymers & Coatings segment to create more eco-friendly versions of its laminate

adhesives, the company sees its move into eco-friendly gravure printing inks as a way to appeal to new customers and expand

its market share.

With respect to its gravure cylinder platemaking business, the company reported continued strong demand for precision

platemaking for electronics-related applications but demand for packaging-related application was down.

Printing & Information segment

Sales (includes intra-company sales): Q1 segment sales of JPY16.2bn were up 0.5% YoY, giving the segment 25.0% of its

full-year target. Domestic sales of some JPY8.9bn were down 10.0% YoY and overseas sales of roughly JPY8.0bn were up
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15.2% YoY.

Operating profit: Q1 segment operating profit of JPY263mn was up 12.4% YoY, giving the segment 26.3% of its full-year

target. The company reported operating loss of JPY100mn on domestic sales and on overseas sales reported operating

profit of roughly JPY400mn (+70.6% YoY). The segment operating profit margin of 1.6% was down 0.1pp versus Q1

FY12/20.

Even with the global market for inks for printing on paper shrinking as more and more companies go digital, the

company was able to bring in both sales and earnings above the pandemic-depressed levels recorded in the same quarter

last year, reporting positive growth in segment sales of 0.5% along with a 12.4% increase in segment operating profit.

On the domestic front, the information printing market continues to shrink as more and more content goes digital, and this

situation has been further aggrevated by the pandemic and prolonged restrictions on businesses that have depressed

demand for advertising flyers and other types of commercial printing. Faced with this environment, the company has worked

to fortify its business structure with moves including collaboration with other companies in the industry, cost cutting, and

price hikes to pass along some of the recent increase raw materials prices.

Overseas, the segment sales benefited from the recovery in demand from China following the widespread factory shutdowns

there in the same quarter last year, along with solid growth in demand elsewhere for printing inks used in other areas such as

paper containers for food and medical products. Along with the increase in overseas demand, the segment also continued its

efforts aimed at right-sizing its global supply chain and making structural reforms to operations at all locations.

Growth plans goring forward also call for making up for the loss of revenue from sales of standard printing inks by selling

more high value-added specialty inks in growing markets such as UV inks and inks for printing on metal surfaces.

Details of product price hikes (effective for shipments made on

or after June 1, 2021)

Organic pigments

Azo pigments JPY50–JPY150/kg

Phthalocyanine pigments JPY80–JPY150/kg

Medium/high quality organic pigments JPY500/kg

Processed pigments Determined case-by-case

Laminate adhesives

Principal agents JPY50/kg

Curing agents JPYJPY50-JPY130/kg

Gravure/flexo inks

Oil-based inks JPY60/kg

Water-based inks JPY50/kg

Curing agents JPY50-JPY130/kg

Full-year FY12/20 results

Summary

In FY12/20, the company reported full-year consolidated sales of JPY257.7bn (-7.9% YoY), operating profit of JPY12.9bn

(-2.0% YoY), recurring profit of JPY12.5bn (-9.4% YoY), net income attributable to owners of the parent of JPY6.0bn (-29.3%

YoY), and EPS of JPY103.06. Its annual dividend is unchanged YoY at JPY90.00 per share. The company faced a tough

operating environment during FY12/20, with sales under pressure from a worldwide slump in consumption spending and

supply chain disruptions that delayed procurement of certain raw materials and otherwise impeded production. Sales of inks

for publishing and commercial printing markets and of plastic colorants for OA equipment and automobiles declined.
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Factors affecting operating profit

Decline in sales volume had a negative impact of about JPY6.0bn. Demand for many products, including offset inks and

printing materials and equipment, declined sharply due to the COVID-19 pandemic.

Lower selling prices had a negative impact of about JPY1.0bn. In media material, there were changes in the sales mix due

to increased sales in China.

Exchange rate fluctuations had a negative impact of about JPY500mn.

Lower fixed costs had a positive impact of about JPY3.7bn. The company made progress in reducing costs through

structural reform. In addition, logistics expenses declined as sales volume fell.

Raw materials prices had a positive impact of about JPY1.7bn. Efforts to produce raw materials in-house and improvements

in supply chain management proved effective. Meanwhile, prices of raw materials made in China remained high, against

a backdrop of tightened environmental regulations.

Increased sales of high-value-added products had a positive impact of about JPY1.2bn. Greater sales of eco-friendly

products, sensor materials, and functional film contributed.

Price revisions had a positive impact of about JPY600mn. The effects of price revisions (including for offset inks)

implemented in 2019 contributed a YoY profit boost.

Booking of extraordinary losses

The company booked some JPY1.7bn in extraordinary losses associated with the reorganization and consolidation of

unprofitable locations in Japan and overseas.

Achievement of forecast targets

Compared with the company’s full-year forecast (as detailed later in this report), consolidated sales came in 0.9% below plan,

operating profit 7.6% above plan, recurring profit 9.1% above plan, and net income attributable to owners of the parent 0.3%

above plan.

Recovery trend through Q4

Operating profit bottomed out in Q2 and has been recovering, especially overseas, with growth in electronics-related

materials for 5G and displays.

Capital investment and depreciation expenses

Capital investment: JPY13.9bn

Depreciation: JPY9.2bn

Breakdown of results by segment

Breaking down sales by segment, we find the Colorants & Functional Materials segment reporting full-year sales of JPY61.6bn

(-8.5% YoY), the Polymers & Coatings segment reporting sales of JPY62.3bn (-5.4% YoY), the Packaging Materials segment

sales of JPY66.6bn (-2.2% YoY), the Printing & Information segment sales of JPY65.6bn (-14.5% YoY), and the Others segment

reporting full-year sales of JPY6.2bn (-14.6% YoY).

On the earnings front, the Colorants & Functional Materials segment reported a full-year operating profit of JPY2.6bn (-22.9%

YoY), the Polymers & Coatings segment operating profit of JPY5.9bn (-1.3% YoY), the Packaging Materials segment operating

profit of JPY3.9bn (+27.0% YoY), the Printing & Information segment operating profit of JPY247mn (-21.3% YoY), and the

Others segment operating profit of JPY234mn (-44.6% YoY).

Colorants & Functional Materials segment

Sales were JPY61.6bn (-8.5% YoY) and operating profit was JPY2.6bn (-22.9% YoY).
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At the Colorants & Functional Materials segment, sales of commodity type pigments for commercial printing and other

applications declined, while sales of offset inks and other printing inks remained weak. Sales of paints were also lackluster

due to modest auto sales in 1H.

Sales of high-performance pigments and materials for LCD color filters declined in 1H, hurt by the downturn in the economy

in the wake of the pandemic and trade friction between the US and China, with demand from the large-screen television and

smartphone markets falling especially hard in the April–June quarter. Demand started bouncing back in 2H, with the

company benefiting especially from rising demand from the personal computer and tablet computer markets. Still, segment

profit remained under pressure as customers demanded still more price cuts as the market shifted increasingly to China.

Domestic demand for plastic colorants was mixed, with demand for use in sanitary packaging applications rising while

demand from applications such as beverage bottle caps and containers for cosmetics fell as end-use product sales declined as

inbound tourism fell and more and more people stayed at home amid the pandemic. Sales of plastic colorants were also

down on other markets, including construction materials, solar batteries, office equipment for Southeast Asia, and the North

American and European car markets.

In functional dispersion materials, the company acquired commercial rights for automotive lithium-ion battery materials

targeting Europe and the US. Sales grew JPY90mn YoY to JPY740mn.

Polymers & Coatings segment

Sales were JPY62.3bn (-5.4% YoY) and operating profit was JPY5.9bn (-1.3% YoY).

At the Polymers & Coatings segment, sales of coating materials to the smartphone market were down during 1H due to

falling demand and supply chain disruptions, but staged a comeback in 2H. The company also continued working on

development and sales of electromagnetic shielding films for high-speed telecommunications devices.

Adhesives saw solid domestic demand for packaging-related applications, but sales to the domestic lithium battery market hit

a snag. Overseas sales of adhesives remained sluggish, especially in China and Southeast Asia, depressed by the temporary

shutdowns in business operations in the wake of the pandemic. Adhesive compounds saw solid demand in the domestic

market for labeling-related applications, and the company saw progress in the domestic and overseas sales of protective films

for displays. Demand was weak in other areas, including domestic demand from the auto market.

Can coatings (finishes) saw growth in domestic sales for use on cans containing low-alcoholic beverages as people refrained

from going out; on the flip side, domestic sales of coating for soft drink cans (the type sold through vending machines and

convenience stores) were weak, as were sales of can coatings overseas, including sales to China and North America.

Packaging Materials segment

Sales were JPY66.6bn (-2.2% YoY) and operating profit was JPY3.9bn (+27.0% YoY).

At the Packaging Materials segment, sales of gravure inks for use in packaging (its main application) took a hit from the

downturn in demand stemming from the collapse of inbound tourism while at the same time enjoying solid demand for inks,

especially biomass inks, used in packaging for household food products, such as frozen food and retort pouches, and sanitary

goods, as more people stayed at home amid the pandemic. Sales of solvents and printing systems were down, hurt by the

ongoing decline in demand from the publishing market and weak demand for use in construction materials. Overseas sales

of packaging materials finished on a weak note due to temporary shutdowns of factories (including its own) in China,

Southeast Asia, and India. Still, the company noted that both it and its customers had been able to restart their plants

relatively quickly owing to their status as manufacturers of essential goods, and that it had also been able to increase sales of

eco-friendly products.

At its gravure cylinder platemaking business, demand from the packaging-use market weakened during 2H but the company

was able to continue growing sales of precision plate for use in electronics-related applications.

Printing & Information

Sales were JPY65.6bn (-14.5% YoY) and operating profit was JPY247mn (-21.3% YoY).

With the domestic market for information printing still shrinking as more and more content goes digital, Toyo Ink stepped up

its efforts to right-size its domestic business on a product-by-product basis, pursuing production alliances with other

companies in the industry, and cutting costs in a successful effort to keep the business profitable. Overseas, the company
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continued working to increase sales by further expanding its global network. On the product front, Toyo Ink is continuing its

efforts to develop and grow sales of highly sensitive UV inks and inkjet inks for on-demand printing. Sales of biomass inks for

packaging and of antibacterial products increased. The company proceeded to raise selling prices in an effort to pass along

costs from elevated levels of raw materials prices caused by environmental regulations.

However, amid the prolonged pandemic, ink demand continued to fall in Japan due to a reduction in flyers, ads, and other

printed materials accompanying restricted movement and event cancellations. The company was also forced to temporarily

suspend business activities in some countries, including China and India.

Q3 FY12/20 results

Summary

For the nine-month period through Q3 FY12/20, the company reported consolidated sales of JPY187.4bn (-10.5% YoY),

operating profit of JPY8.4bn (-11.2% YoY), recurring profit of JPY7.5bn (-22.3% YoY), and net income attributable to owners of

the parent of JPY4.2bn (-22.1% YoY). The company attributed the drop in sales and earnings to the worldwide slump in the

smartphone market and the elevated level of raw material prices amid the ongoing trade friction between the US and China.

With the first nine months of the fiscal year now behind it, the company has earned 72.1% of its full-year target for sales,

70.3% for operating profit, 64.9% for recurring profit, and 70.3% for net income attributable to owners of the parent.

Results by segment

Regarding sales by segment, the Colorants & Functional Materials segment reported JPY44.3bn (-13.3% YoY); the Polymers &

Coatings segment logged JPY45.6bn (-7.2% YoY); the Packaging Materials segment recorded JPY49.2bn (-2.6% YoY); the

Printing & Information segment posted JPY47.2bn (-17.6% YoY); the Others segment had JPY4.7bn (-15.0% YoY).

On operating profit, the Colorants & Functional Materials segment reported JPY1.7bn (-37.0% YoY); the Polymers & Coatings

segment logged JPY4.1bn (-6.1% YoY); the Packaging Materials segment recorded JPY2.7bn (+35.0% YoY); the Printing &

Information segment posted operating loss of JPY341mn (versus profit of JPY135mn in Q3 FY12/19); the Others segment had

operating profit of JPY220mn (-16.5% YoY).

Colorants & Functional Materials segment

Sales decreased 5.7% YoY to JPY15.6bn and operating profit decreased 45.2% YoY to JPY425mn.

Within the segment, sales of high-performance pigments and materials for LCD color filters were down as the spread of

COVID-19 hurt demand for large-screen televisions and smartphones during the April–June quarter, although sales staged a

comeback in the July-September quarter driven by increased demand from Chinese panel manufacturers. On the plus side,

demand grew for the display panels of personal computers and tablet computers. Sales of color filter pastes increased due to

a strong performance by Chinese panel makers driven by strong demand for LCD panels. However, earnings at the segment

remained under heavy pressure as customers demanded still more cost cuts as unit sales prices fell and the market moved

increasingly to China.

Sales of commodity type pigments remained weak amid the ongoing slump in the printing ink pigment market. Sales of

paint pigments also declined due to weak automobile sales, but recovered in the July-September quarter. 

Domestic demand for plastic colorants was mixed, with demand for use in sanitary packaging applications, such as

disinfectants, rising while, on the down side, demand for use in applications such as beverage bottle caps and containers for

cosmetics fell as end-use product sales declined as inbound tourism fell and more and more people stayed at home amid the

pandemic. Sales of plastic colorants were also down on other markets, including construction materials, solar batteries, office

equipment for Southeast Asia (cases, etc.), and the North American car market.

Polymers & Coatings segment

Sales were JPY15.7bn, down 4.7% YoY, and operating profit was JPY1.7bn, up 4.7% YoY.

Sales of coating materials to the smartphone market were down during 1H due to falling demand and supply chain

disruptions, but have been staging a comeback since then. Sales of high-value-added 5G-compatible electromagnetic

shielding films have been increasing since the second half of the April–June quarter.
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Adhesives saw solid domestic demand for packaging-related applications, especially laminate adhesives for food packaging,

but sales to the domestic lithium battery market hit a snag. Overseas sales remained sluggish, especially in China and

Southeast Asia, depressed by the temporary shutdowns in business operations in the wake of the pandemic. 

In adhesives, domestic demand for label-related adhesives was strong, mostly for food products, but sluggish for hot melt

adhesives. Sales related to displays, home appliances, and automobiles were sluggish, and sales were sluggish in South

Korea and Southeast Asia.

In paint resins, can coatings (finishes) saw growth in domestic sales for use on cans containing low-alcoholic beverages as

people refrained from going out; on the flip side, domestic sales of coating for soft drink and coffee cans (the type sold

through vending machines and convenience stores) were weak, as were sales of can coatings overseas, including sales for

beer cans to China and North America.

Packaging Materials segment

Sales decreased 4.7% YoY to JPY16.3bn and operating profit decreased 7.1% YoY to JPY807mn.

Sales of gravure inks for use in packaging (its main application) took a hit from the downturn in demand stemming from the

collapse of inbound tourism while at the same time enjoying solid demand for inks, especially biomass inks, used in

packaging for household food products, such as frozen food and retort pouches, and sanitary goods, as more people stayed

at home amid the pandemic. Sales of solvents and printing systems were down, hurt by the ongoing decline in demand from

the publishing market and weak demand for use in construction materials.

Overseas sales of packaging materials finished on a weak note due to temporary shutdowns of factories (including its own) in

China, Southeast Asia, and India. Still, the company noted that both it and its customers had been able to restart their plants

relatively quickly owing to their status as manufacturers of essential goods, and that it had also been able to increase sales of

eco-friendly products.

At its gravure cylinder platemaking business, demand from the packaging-use market weakened during the latter half of the

period but the company was able to continue growing sales of precision plate for electronics-related applications.

Printing & Information

Sales were JPY16.4bn, down 16.7% YoY and the operating loss was JPY95mn (operating profit of JPY98mn in the same period

of the previous year).

With the domestic market for information printing still shrinking as more and more content goes digital, Toyo Ink has been

stepping up its efforts to right-size its domestic business on a product-by-product basis, pursuing cooperative arrangements

with other companies in the industry, and cutting costs. Overseas, the company continued working to increase sales by

further expanding its global network. On the product front, Toyo Ink is continuing its efforts to develop and grow sales of

highly sensitive UV inks and inkjet inks for on-demand printing. The company proceeded to raise selling prices in an effort to

pass along costs from elevated levels of raw materials prices caused by environmental regulations.

However, amid the prolonged pandemic, ink demand continued to fall in Japan due to a reduction in flyers, ads, and other

printed materials accompanying restricted movement and event cancellations. The company was also forced to temporarily

suspend business activities in some countries, including China and India.

Segment revenue by geographical area

Japan: Sales decreased 9.4% YoY to JPY118.6bn and operating profit decreased 19.1% YoY to JPY4.1bn.

Asia: Sales decreased 10.5% YoY to JPY68.0bn and operating profit decreased 3.0% YoY to JPY4.2bn.

Europe: Sales decreased 13.7% YoY to JPY12.9bn and operating profit increased 340.5% YoY to JPY75mn.

North America / Latin America: Sales decreased 13.6% YoY to JPY9.2bn and operating loss was JPY123mn.
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Other information
History
In 1896, Kamataro Kobayashi opened Kobayashi’s Ink Shop in the area now known as Hongoku-cho, Nihonbashi, Chuo-ku,

Tokyo. In 1907, Toyo Ink Manufacturing Co., Ltd. was established. The printing ink market in Japan grew due to the launch of

many magazines and newspapers, including the Yomiuri Shimbun (1874) and the Asahi Shimbun (1879), and the prevalence

of textbooks used to help raise education levels.

In 1901, the company set up a production plant in Nihonbashi, Tokyo. Ink was primarily imported at that time. Since its

founding, Toyo Ink had an established end-to-end printing ink production system, starting from the raw material pigments and

resins stage, so it was able to grow its market share with its domestically manufactured products. Furthermore, since its

inception, the company had a good relationship with Toppan Printing. This relationship aided the company’s development as

Toppan Printing went on to become the world’s largest printing company.

In 1937, the company established its Aoto Plant in Katsushika, Tokyo. In 1945, the head office was completely destroyed by

fire, and head office functions were transferred to the Aoto Plant. The company’s branch offices in Shanghai, Seoul, Mukden

(now known as Shenyang), and Taipei were requisitioned following World War II.

In 1959, the company completed construction of its Kawagoe Plant (presently, Toyochem’s Kawagoe Factory). In 1961, Toyo

Ink was listed on the Second Section of the Tokyo Stock Exchange, and later transferred to the First Section in 1967. Although

the company had expanded into China, South Korea, and Taiwan in the prewar era, its postwar overseas expansion started in

1963 with the establishment of a joint venture in Hong Kong with Interchemical Corporation (currently BASF). The company

adopted resin synthesis, metal coating, and adhesives technologies from Interchemical, laying the foundations for business

growth and overseas expansion.

In 2011, it changed its name to Toyo Ink SC Holdings Co., Ltd., and shifted to a holding company structure with the core

group companies under its umbrella.

Corporate governance and top management

Top management

Katsumi Kitagawa

Chairman and Representative Director, Group CEO (born September 26, 1953)

March 1977 Graduated from Keio University Faculty of Science and Technology
April 1977 Joined company
May 2000 Head of President’s Office
March 2002 Factory Manager of Kawagoe Factory, Polymer Business Division, Chemical Business Headquarters
March 2004 Deputy General Manager of Color Material Business Headquarters and General Manager of Plastic Colorants Division
June 2004 Executive Officer
June 2005 Director
June 2008 Director and Executive Operating Officer
April 2009 Executive Vice President and Director
June 2009 Executive Vice President and Representative Director
April 2011 President and Representative Director (current position)
April 2014 Group CEO (current position)
March 2020 Chairman and Representative Director (current position)
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Satoru Takashima

President and Representative Director, Group COO (born April 18, 1960 in Nagano

Prefecture)

Corporate governance

Corporate governance structure

Toyo Ink SC Holdings has adopted a corporate governance structure that involves an Audit & Supervisory Board. Its 10

directors include five (50.0%) outside directors and four (40.0%) independent directors. Toppan Printing is a controlling

shareholder (owns 22.51% of company shares as of April 3, 2020) and a key customer of the company. According to Toppan

Printing’s corporate governance report (published April 7, 2021), Toyo Ink holds a 18.19% stake in Toppan Printing. The

chairman of Toppan Printing serves as an outside director of Toyo Ink.

The Audit & Supervisory Board consists of five members, including three outside members. Excluding one from Toppan

Printing, two are designated independent. The company also has nominating and compensation committees, each of which

has five members (directors), of whom three are outside directors (the chairman is an outside director). The group also has a

CSR management committee chaired by the representative director.

According to the group’s corporate governance report, its management framework comprises two systems. The first is the

Toyo Ink group’s Corporate Philosophy System. This system includes the company’s corporate philosophy and policy, which

were formed in accordance with the group’s fundamental approach, and its guiding principles. The second system is the

company’s CSR Value System, which comprises a CSR Charter and CSR Action Guidelines that clearly delineate the group’s

commitment to social responsibility.

Toyo Ink SC Holdings corporate governance overview

Source: Shared Research based on company data

The company has listed its six key priorities in corporate governance as follows:

March 1984 Graduated from Keio University Faculty of Law
April 1984 Joined company
December 2004 President and Representative Director of Toyo Ink (Thailand) Co., Ltd.
June 2004 Executive Officer
April 2011 Head of President’s Office
June 2012 Executive Officer
June 2013 Director
April 2014 President and Representative Director of Toyochem Co., Ltd.
June 2016 Managing Director
March 2019 Senior Managing Director
March 2020 President and Representative Director and Group COO (current position)

Form of organization and capital structure
Form of organization Company with Audit & Supervisory Board
Controlling shareholder and parent company Toppan Printing Co., Ltd.
Directors and Audit & Supervisory Board members
Number of directors per Articles of Incorporation 22
Number of directors 10
Directors' terms per Articles of Incorporation 1
Chairperson of the Board of Directors President
Number of outside directors 5
Number of independent outside directors 4
Number of members of Audit & Supervisory Board per Articles of Incorporation 5
Number of members of Audit & Supervisory Board 5
Number of outside members of Audit & Supervisory Board 3
Number of independent outside members of Audit & Supervisory Board 2
Other
Participation in electronic voting platform Y
Providing convocation notice in English Y
Implementation of measures regarding director incentives Performance-linked remuneration, other
Disclosure of individual director's compensation N
Policy on determining amount of compensation and calculation methodology Y
Corporate takeover defenses N
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According to the company’s latest corporate governance report (released April 7, 2021), Toppan Printing holds 18.19% of the

company’s shares. According to Toppan Printing’s corporate governance report (June 29, 2021), Toyo Ink holds 2.76% of its

shares. Shingo Kaneko, Chairman of Toppan Printing, is an outside director at Toyo Ink. In March 2019, Hidetaka Kakiya, who

had retired as a senior managing director at Toppan Printing in June 2018, became a full-time member of the Audit &

Supervisory Board of the company.

According to the Sakata INX corporate governance report (March 26, 2021), the company holds 14.44% of Sakata INX

shares. According to Toyo Ink’s corporate governance report (April 7, 2021), Sakata INX holds 3.85% of its shares.

These cross-shareholdings symbolize long-standing collaborative relationships. However, the company wants to increase its

foreign ownership ratio, which is just over 20%, so the management is reviewing its future approach toward achieving this

goal.

ESG

The Toyo Ink group is a leader in the chemical field, with a track record of wide-ranging environmental, social, and CSR

activities; initiatives; and information disclosure. It has also been an industry leader in introducing eco-friendly inks such as

UV-curable inks and non-VOC inks. The company’s ESG disclosure score of 52.89 (compiled by Bloomberg) is one of the

highest among Japanese manufacturers (environment: 62.02, social: 33.33, governance: 51.79).

References: https://schd.toyoinkgroup.com/en/csr/doc/reports/csr_report2020e.pdf,

https://schd.toyoinkgroup.com/pdflib/sae_report/env_report2018e.pdf

Long-term vision, environment and society friendly products and services, and

sustainable society

The Toyo Ink group has a long-term vision (current nine-year plan known as SIC27) that links up its three-year medium-term

management plans (current SIC-I), its corporate philosophy, corporate policies, and guiding principles. The company group

calls its corporate action concept during SIC27 “Scientific Innovation Chain (SIC).” Under the long-term SIC27 vision, the

company said it wanted to go beyond reducing its environmental burden to help contribute to the establishment of a

sustainable society by creating technologies, products, and services in harmony with the environment from a long-term

perspective. The company’s motto, “for a vibrant world,” expresses its desire to contribute to a world in which consumers, all

living things, and the global environment coexist in harmony and with vitality.

Enhancing compliance system and consulting

Eliminating corruption

Promoting risk management and disaster response

Improving stakeholder communication

Making progress in local production and consumption in overseas markets

Contributing to problem-solving in local communities
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SIC27 long-term vision positioning and hierarchy

Source: Shared Research based on company data
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Source: Shared Research based on company data

SIC27 is divided into three three-year medium-term management plans (SIC-I, SIC-II, SIC-III), to which the company has

committed as an action plan. The Toyo Ink group expects its technological platform, as described below, to assist with the

crystallization of its long-term vision.

Through SIC27, the Toyo Ink group wants to transform its corporate structure to set the stage for sustainable growth 100 years

into the future. Through activities in the following business domains, it aims to help solve problems among consumers, living

beings, and the global environment.

Specialty materials

Unique products including organic/inorganic/polymer chemical materials and highly unique natural extracts

Materials processing

Processing technologies, such as dispersion and modification

Component converting

Converting technology for printing and coating

Applications technology

Application development technology for a variety of products

Module/system design technology

Analysis, manufacturing processes

Advanced chemical analysis, application evaluation technology

Eco-friendly and energy efficient production process technology

Science

Broad-ranging field of science, primarily in chemicals
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Source: Shared Research based on company data

CSR

One of the material issues the company cites in its long-term vision extending through 2027 is the achievement of a

harmonious coexistence with the environment through innovative technologies. To this end, it aims to reduce plastic waste,

improve recyclability, reduce food loss, cut CO2 emissions, take action on volatile organic compounds (VOCs), and conserve

energy. In the environmental and social arena, the material issues are as follows. The UN’s sustainable development goals

(SDGs) were established to support the achievement of a sustainable world. The Toyo Ink group has identified 12 out of these

17 goals, which are to be achieved by 2030, that are particularly closely aligned with its business activities. The company is

working to achieve these goals in conjunction with its material CSR issues.

Dividend policy
Dividends and shareholder returns

Source: Shared Research based on company data

Under its Action Guidelines, in addition to CS (customer satisfaction), ES (employee satisfaction), and SS (society satisfaction),

the Toyo Ink group mentions SHS (shareholder satisfaction). It views shareholders and investors as important stakeholders,

E: Environment

Development and spread of eco-friendly products

Measures to tackle climate change

Chemical management

Respond to global environmental regulations

S: Society

Customer satisfaction

Innovations using communications science

Innovations using life sciences

Innovations through sustainability science

Safe, secure products

Improve customer satisfaction

Improve quality assurance systems

Stakeholder/employee satisfaction

Promote CSR procurement

Strengthen cooperation in value chain

Eliminate forced labor and child labor

Improve occupational safety and health

Respect employee diversity

Train global personnel and improve education and training systems

G: Governance

Refer to “Corporate governance” section

FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17 FY12/18 FY12/19 FY12/20
(9mo)

Dividend per share (JPY) 60.00 60.00 65.00 72.50 77.50 80.00 80.00 85.00 90.00 90.00
Total dividends paid (JPYmn) [A] 3,846 3,753 3,847 4,377 4,836 5,056 4,988 4,898 5,254 5,256
Payout ratio ([A] / Net income) 53.1% 43.1% 31.4% 32.9% 40.9% 39.8% 48.1% 41.3% 61.7% 87.3%
Treasury stock (JPYmn) -1,729 -1,732 -1,750 -1,762 -1,771 -4,992 -5,002 -5,012 -4,969 -4,916
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and is working to respect shareholders’ rights and improve shareholder value. It has a basic stable dividend policy, but

looking at historical trends, it is boosting its returns to shareholders by lifting the dividend per share and total dividend

payouts faster than sales or profit growth.

Dividend per share (adjusted) and dividend payout ratio

Source: Shared Research based on company data

Major shareholders (as of end-December 2020)

Source: Shared Research based on company data

Note: According to a large shareholding report (change report) that Toppan Printing Co., Ltd., submitted to the Kanto Local Finance Bureau on March 16, 2021, Toppan

Printing’s shareholding ratio of Toyo Ink stock had declined to 18.19% (including indirect ownership of 0.02%) as of March 9, 2021.

Employees

Source: Shared Research based on company data

Top shareholders Shares held Shareholding ratio
Toppan Printing Co., Ltd. 13,646,988 22.51%
The Master Trust Bank of Japan, Ltd. (Trust account) 3,172,700 5.23%
Sakata Inx Corporation 2,335,200 3.85%
Toyo Ink SC Holdings Co., Ltd. 2,195,524 3.62%
Custody Bank of Japan, Ltd. (Trust account) 2,099,500 3.46%
Nippon Shokubai Co., Ltd. 1,661,230 2.74%
Toyo Ink Group Employees Shareholding Association 1,488,844 2.46%
National Mutual Insurance Federation of Agricultural Cooperatives 1,296,000 2.14%
Toyo Ink Trading Partners Shareholding Association 994,400 1.64%
State Street London Care of State Street Bank and Trust Boston SSBTC A/C UK London Branch Clients - United
Kingdom 875,500 1.44%

SUM 29,765,886 49.09%

No. of employees, sales per employee, other FY03/11 FY03/12 FY03/13 FY03/14 FY03/15 FY03/16 FY03/17 FY12/17
(12mo) FY12/18 FY12/19 FY12/20

Consolidated employees (excl. temporary
workers) 7,155 7,351 7,469 7,781 7,919 8,116 8,021 8,135 8,274 8,246 8,157

Colorants and Functional Materials 1,985 2,082 2,096 2,123 2,212 2,036 2,033 2,132 2,217 2,134 2,068
Polymers and Coatings 983 975 1,133 1,146 1,214 1,206 1,264 1,327 1,392 1,457 1,448
Packaging 1,342 1,423 1,437 1,492 1,517 1,658 1,678 1,635 1,689 1,735 1,818
Printing and Information 2,134 2,198 2,108 2,318 2,352 2,527 2,409 2,388 2,338 2,261 2,166
Other 273 244 252 253 170 231 205 213 228 249 237
Company-wide 438 429 443 449 454 458 432 440 410 410 420

Revenue per employee (JPYmn) 34.4 33.4 33.3 35.9 36.2 34.9 33.5 34.4 35.1 33.9 31.6
Colorants and Functional Materials 31.9 30.1 31.9 36.0 35.5 35.3 32.4 33.7 33.7 31.6 29.8
Polymers and Coatings 53.1 53.9 45.0 49.5 49.0 50.5 46.1 47.9 47.5 45.2 43.0
Packaging 40.6 39.0 39.1 41.9 41.6 39.0 37.5 38.8 40.3 39.2 36.6
Printing and Information 36.0 34.6 35.6 36.9 37.2 34.6 33.9 33.7 34.0 33.9 30.3
Other 24.8 24.9 23.4 21.4 33.6 25.9 29.8 30.9 31.7 29.3 26.3

Operating profit per employee (JPYmn) 2.7 1.9 2.3 2.5 2.3 2.3 2.4 2.5 1.9 1.6 1.6
Colorants and Functional Materials 4.6 3.0 3.6 3.8 3.3 2.2 2.3 3.1 2.4 1.6 1.3
Polymers and Coatings 4.2 2.9 3.0 3.0 3.0 4.6 5.3 5.9 4.3 4.1 4.1
Packaging 2.3 1.2 1.5 1.3 1.2 1.6 1.7 1.5 0.9 1.8 2.1
Printing and Information 1.3 0.6 1.6 1.8 1.1 1.2 1.4 1.1 0.4 0.1 0.1
Other -1.8 5.9 3.8 7.5 16.7 11.9 8.7 5.3 6.5 1.7 1.0

No. of employees (parent) 438 429 443 449 454 458 432 440 410 410 420
Average age 41.4 42.6 42.3 41.9 42.2 42.2 42.6 42.6 42.6 42.8 42.9
Average years of service 17.2 15.0 15.8 16.3 16.4 16.5 17.0 17.1 17.1 17.4 17.7
Average annual salary (JPY'000) 7,066 6,988 7,050 7,046 6,964 7,060 7,291 7,249 7,306 7,308 7,292
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Transition to a holding company and origin of company
name
In 2011, Toyo Ink changed its name to Toyo Ink SC holdings and shifted to a holding company structure with the core group

companies under its umbrella. The aim was to enhance corporate value of the overall group, speed up decision-making,

enable flexible business execution, and maximize synergies of the global businesses. Another objective was to transform into

a corporate group that could grow sustainably over the future.

The SC in the group name stands for Specialty Chemical. The company name indicates Toyo Ink’s original identity as a

printing ink manufacturer while reflecting its aim to evolve into a specialty chemical manufacturer. Through Scientific

Innovation Chain 2027 (SIC27), the company plans to broaden its activities across a wide range of scientific fields primarily

related to chemicals.

Glossary
Ink

Liquids, gels, or solids that contain pigments and dyes used to write letters and color surfaces. Many varieties exist, including

oil-based and water-based inks. Comes from the Dutch word “inkt”.

Offset ink

Inks for offset printing, also called lithographic ink. Demand from newspaper and publication printing, the main use, is

shrinking in developed countries and growing in some emerging countries. The plate on which the print image is created

and the paper do not come into direct contract. In offset printing, ink applied to the plate is transferred (offset) to an

intermediate transfer body such as a rubber blanket and then printed on a substrate such as paper.

Color filter

Color filters are used in flat-screen TVs, personal computers, and smartphones to help create colors on images in liquid

crystal displays. The filters are composed of a single glass substrate and color resist (colored resin material). A pattern made

up of four colors of resist in red, green, blue, and black (black matrix) is applied to the glass substrate. The pattern is formed

into a grid or striped shape using the black matrix so that each pixel has red, green, and blue sub-pixels. (Refer to Colorants

& Functional Materials segment business summary for manufacturing method.)

Color filter paste

This is the raw material for color resists. The Toyo Ink group leverages its ability to develop the final color resists (resist inks)

from high-performance pigments to make high-performance products and improve the performance of existing ones.

Pigments, pigment dispersions

Pigment is a generic term for powder insoluble in water and oil used for coloring. Powder used for coloring that is soluble in

water and oil is known as dye. Organic pigments have a wide variety of applications; as colorants for printing inks, paints, and

plastics; as color copier toners, inkjet printer inks, and synthetic resins; and as textiles and cosmetics.

Gravure ink

Ink used in gravure printing. Because it allows for fine gradations, gravure printing is suitable for printing photographs. It is

usable on thin paper, film, metal foil, and paper cups. Often used for packaging of confectionery, food, and detergent.

Scientific Innovation Chain: Toyo Ink group’s new corporate activity concept. This aims to pave the way for

transformation into a corporate structure that can grow sustainably by creating innovative concepts executed

scientifically and coordinated across five axes: technology and products, business model, network, monozukuri

(craftsmanship or manufacturing), and business foundation.
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UV-curable ink

Ink that is cured and dried using ultraviolet light to form a strong film. Used in UV curing printing, it does not generate CO2

and dries instantly. Although more expensive than solvent inks, it does not damage the productivity of the substrate and has

very low environmental impact. It is used in offset, flexo, screen, and inkjet printing methods.

Screen ink

In screen printing, ink is ejected from an opening. This is utilized for large-volume printing with thicker applications of ink

and industrial uses that require weatherability and adhesion, such as electronics and automotive uses. The market appears to

be shrinking somewhat due to a switch to inkjet methods in display printing and in seal and label printing for low-volume

small molded products.

Inkjet ink

Used for inkjet printers. Because it is noncontact printing, it can be applied to various substrates, including in industrial

settings. Although not suitable for mass printing, the improved performance of inkjet printers has widened applications and

lifted growth prospects. In recent years demand for printing on ceramic tiles and textiles is growing.

Flexo ink

Also known as “resin letterpress ink.” Used for flexo printing, a type of letterpress printing that uses rubber or synthetic

resins for the plates and liquid inks. Used to print on the surface of cardboard, film, or cloth. Flexo ink is also suitable for

complete aqueous solutions. Demand for flexible packaging printing is growing, mainly in Europe and the US, and

cardboard printing demand is also growing in line with logistics volume.

Polymer

A generic term for compounds formed by polymerization (linking to form a chain or network) of organic compound

molecules. The base molecule is called a monomer, or a dimer, trimer, or tetramer depending on how many monomers are

polymerized. For example, polymerized styrene (C8H8) is known as polystyrene, and is widely used in everyday products

and plastic models. Styrofoam, created using a foaming agent in polystyrene, is used for heat insulating containers and

construction materials.

Adhesives

The story of adhesives in the Toyo Ink group began 60 years ago with the development of varnish resins, a raw material in

printing ink. Research began on the adhesive force of resins, and spread to urethane and acrylic adhesives. These have a

wide range of applications in food packaging, medical practice, consumer electronics, and the automotive sector. The

product lineup ranges from laminate adhesives essential for food packaging to UV-curable industrial adhesives.

Electromagnetic shield materials

These are used to weaken electromagnetic energy through reflection, absorption, and multipath reflection to avoid damage

to human bodies or precision equipment. Toyochem produces a highly effective electromagnetic shield film by using a

urethane resin that it developed in-house as a heat resistant adhesive and dispersing conductive filler (a substance added to

make resins conductive to electricity).

Functional pigment dispersions for lithium-ion batteries

The Toyo Ink group supplies electrode materials for lithium-ion batteries that help improve characteristics and stabilize

product quality. The positive electrode on a lithium-ion battery has a conductive additive such as carbon black, whose

dispersion state determines electron conductivity. The company’s functional pigment dispersions for lithium-ion batteries is

used in Toyota Motor Corporation’s (TSE1: 7203) Prius electric vehicles.
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News and topics
1H FY12/21 flash update / Revision to its full-year FY12/21

forecast
2021-08-06

Toyo Ink SC Holdings Co., Ltd. announced earnings results for 1H FY12/21 and a revision to its full-year FY12/21 forecast;

see the results section for details.

Decision to make Matsui Chemical Co., Ltd. a wholly owned

subsidiary
2021-06-11

Toyo Ink SC Holdings Co., Ltd. announced its decision to make Matsui Chemical Co., Ltd. a wholly owned subsidiary through

a simple share exchange.

On June 11, 2021, Toyo Ink SC Holdings and Matsui Chemical signed a share exchange agreement, with Toyo Ink as the

wholly owning parent company in the share exchange and Matsui Chemical becoming a wholly owned subsidiary. The

scheduled date of the share exchange (effective date) and the transfer of funds related to the exchange is July 26, 2021

(planned).

Purpose of making Matsui Chemical a wholly owned subsidiary: With pollution related to single-use plastics increasingly

recognized as an environmental problem in Japan and overseas, attention is once again focusing on the use of recyclable

metal containers. In this operating environment, Toyo Ink recognizes the need to accelerate the expansion of its metal

printing inks business, which has the top market share in Japan, by seizing opportunities for growth in overseas markets.

To achieve the timelier decision-making and more optimal use of group resources that are needed to meet this goal, the

company decided to make Matsui Chemical a wholly owned subsidiary through the share exchange.

Fund transfer related to the share exchange: JPY101,972,000 will be transferred to the sole owner of Matsui Chemical’s

common stock other than Toyo Ink in exchange for all Matsui Chemical common shares held by that shareholder.

As Matsui Chemical is already a consolidated subsidiary of Toyo Ink SC Holdings, the company expects the share

exchange will have little impact on its consolidated results.

Disposal of treasury stock as restricted stock compensation
2021-04-09

Toyo Ink SC Holdings Co., Ltd. announced the disposal of treasury stock as restricted stock compensation.

At a meeting held on the same day, the company’s Board of Directors resolved to dispose of treasury stock as restricted stock

compensation.

Overview of disposal

Disposal date: April 27, 2021

Class and number of shares to be disposed of: 17,262 common shares of the company

Disposal price: JPY2,102 per share

Total value of shares to be disposed of: JPY36,284,724

Planned allottees: 4,238 shares to five directors (excluding outside directors), 9,478 shares to 21 executive officers,

and 3,546 shares to eight corporate advisors of the company who are also directors of its subsidiaries
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Profile
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Toyo Ink SC Holdings Co., Ltd.
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03-3272-5731
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Website

https://schd.toyoinkgroup.com/ja/index.html

IR Contact

+81-3-3272-5720 ir@toyoinkroup.com

IR Phone

-

Head Office

2-2-1 Kyobashi, Chuo-ku, Tokyo, Japan

Listed On

The First Section of the Tokyo Stock Exchange (code:4634)

Exchange Listing

1961-10-02

Fiscal Year-End

Dec

IR Web

https://schd.toyoinkgroup.com/en/ir/index.html

IR Email

-
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