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Presentation

Takashima: Hello, I am President Takashima. Thank you for your cooperation today. Today's

financial results briefing was held online via the web, just like the previous one, and I would

like to express my sincere gratitude to the many people who watched it.

Here's what I'm going to explain today. Please look at the provided table of contents.

.

First, I would like to provide an overview of our consolidated business results for the last fiscal

year. This will be followed by an explanation of this year's goals and key issues, including the

contents of the mid-term plan. Then, I will explain our capital investment and shareholder

return policies, and ESG topics in this order.

At the financial results briefing held on August, about six months ago, I personally stated that

one of the things I would like to emphasize when addressing this briefing, which I understand

is mainly for investors and the media, is to ensure transparency in terms of timely disclosure to

the extent possible. There is no change in this attitude.
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I would like to express my sincere gratitude for the individual IR dialogues we have had, and

for the frank opinions and requests we have received. We would like to continue to receive your

feedback and make use of it in our management as much as possible, so I hope you will

continue to give us your frank opinions and suggestions today.

First, I would like to explain our consolidated financial results for FY2021, and our targets for

FY2022.

As you can see in the table, consolidated net sales for the January to December period of last

fiscal year were JPY287,989 million, exceeding both the targets, and the previous year.

Operating income was JPY13,005 million, which was higher than the previous year but did not

reach the planned level. Ordinary income was JPY15,442 million, and net income was

JPY9,492 million, both exceeding the previous year's, and planned figures.

In terms of net sales, if the foreign exchange factors are adjusted to the previous period, the

overall increase in consolidated net sales will be a positive 9.2%. As you can see below, the ratio

of overseas sales is almost 50%, which is almost half of our total sales.

The analysis of the increase and decrease in operating income compared to the previous fiscal

year will be explained later, but to put it simply, we were very much affected by the sharp rise

in raw material prices. As for ordinary income and net income, the positive factor was the
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foreign exchange gain in the previous fiscal year compared to the foreign exchange loss in the

previous fiscal year, resulting in a significant increase of JPY2,667 million compared to the

previous fiscal year.

Negative factors included impairment losses due to structural reforms in the domestic printing

ink business, or production integration to improve production efficiency in the Colorants and

Functional Materials-related business, as well as business structure improvement expenses.

Overseas, we have also temporarily suspended our business in Myanmar, and recorded the

remainder of the loss on liquidation of our businesses in the Philippines and France that we

made in the previous fiscal year.

In light of those negative factors, the result was an increase in profits. Two years ago, and last

year, we carried out various structural reforms and business reorganization, and I personally

believe that the major negative reorganization has almost been completed here.

For the full fiscal year, as you can see on the far right of page 1, we have announced targets for

net sales of JPY295 billion, operating income of JPY14.5 billion, ordinary income of JPY15

billion, and net income attributable to shareholders of the parent company of JPY10 billion.

The assumed indexes and actual results of the plan are shown on page 1 below.
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As I have just outlined, overall, operating income was at the same level as the previous year,

but with a slight increase in profit, and sales exceeded the plan.

This graph on the lower left on the page 2 shows three sales trends on the left: 2019, 2020, and

2021. Black is domestic sales and blue is overseas sales, and the gray color is consolidated sales.

On the right are operating income and net income, also for the past three years.

As for sales, as I mentioned earlier, overseas sales were very strong, and consolidated sales

grew significantly compared to 2020. Operating income was about the same as the previous

year, but net income increased for the reasons I mentioned earlier.

I will explain the results by segment later, but in a nutshell, as I mentioned earlier, the two

businesses that were hit hard by the sharp rise in raw material prices were the Polymers and

Coatings business, and the Packaging Materials business. This will be explained later.

Next, here is a chart of the factors behind the increase and decrease in operating income. The

leftmost figure is operating income for FY2020, and the rightmost figure is operating income

for FY2021.

As I mentioned earlier, the amount of raw material prices on a consolidated basis that were

significantly impacted was JPY10.4 billion in impact. Divided between domestic and overseas,
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the impact of the sharp rise in prices in Japan was JPY4.1 billion, and the impact overseas was

JPY6.3 billion.

Six months ago, in August, I said here that we would be affected by JPY6.8 billion in raw

material price hikes, but we have exceeded that forecast and have been affected by JPY10.4

billion.

In addition, there was an increase of JPY3 billion in expenses, including an increase in raw

material costs due to higher sales volume resulting from strong sales, and an increase in

distribution costs.

As a positive factor, we've written JPY8.9 billion as sales expansion here. The expansion of

value-added products, especially in the high value-added electronics field, contributed to sales

growth, and boosted operating income. As for price revisions, we achieved JPY4.5 billion last

fiscal year, with JPY1 billion achieved in Japan, and JPY3.5 billion overseas.

The content of this sales expansion will be explained later.

This is an overview of the results by business segment for the last fiscal year. You will see the

overall performance here. Sales increased in all four business segments.
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As you can see in the table, profits were greatly affected by the Polymers and Coatings business

and the Packaging Materials business. In the Polymers and Coatings business, profits

decreased by 39.9 %, and in the Packaging Materials business, profits decreased by 53.3 %,

because our management efforts to reduce costs, expand sales of new products, and revise

prices did not reach this level.

I will explain the overview of each of these segments one by one later.

First of all, I would like to analyze the trend of raw material price hikes a little more, as this is

the factor that pulled our profits downward the most last year.

First, let's look at the background and outlook for raw material price hikes. Since you already

know, there were supply restrictions due to the rapid increase in demand for various raw

materials caused by the recovery of economic activities, soaring transportation costs caused by

disruptions in logistics, and a series of accidents at raw material manufacturers.

In addition, the cost of countermeasures has increased due to stricter environmental

regulations around the world, and in some cases, some manufacturers have had to suspend

operations. Under these circumstances, our basic stance has been to place the highest priority

on fulfilling our responsibility to supply our customers at all costs, and this has not changed

this year.
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At one time, for example, there was a huge uproar in the industry due to a shortage of solvents,

but we have managed to secure, and maintain supply. As I mentioned earlier, this has actually

had an impact of JPY10.4 billion, with JPY8.4 billion in the second half of the fiscal year, which

is the total impact of overseas and domestic operations on a consolidated basis. This is

happening not only with naphtha-derived materials, mainly crude oil, but also with various

other materials.

Price revisions were JPY0.7 billion in the first half of the year, and JPY3.8 billion in the second

half, and we are hurrying to revise the prices of pressure sensitive adhesives, laminate

adhesives, resins, and UV inks, gravure inks, and flexographic inks, which were particularly

affected.

The reason why I mentioned the background and outlook of raw material prices here is because

I think what will happen in the future, and how we should look at it, is that there is currently a

lot of political uncertainty, such as the situation in Ukraine. It is also commonly said that the

global economy is recovering. The tightening of environmental regulations is not a story that

will end in such a year, but one of the changes in the environment that will continue in the

future.

In light of these factors, we believe that raw material, energy, and logistics costs will remain

high, or that we will have to make even more stringent business assumptions in order to

manage our business from this fiscal year onward.
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Let me look back a little more on the business performance of the last fiscal year. I will explain

our business performance by segment.

First is the Colorants and Functional Materials segment. As I mentioned earlier, this was a

business segment with strong sales and profits. In particular, the expansion of sales of

materials for displays in China, the increase in market share, due to the withdrawal of

competing manufacturers, and the effect of cost reductions made a significant contribution.

In plastic colorants, the effect of our withdrawal from France and the Philippines in the

previous fiscal year was positive, and we have made major changes to our product mix, and

high-value-added products are growing significantly, which is contributing to sales and profits.

In addition, we have shifted inkjet ink business to this segment since last year. We are taking

advantage of our strength in pigments to respond strategically in these fields, and we are

narrowing down our focus on these markets, and we are making great progress in this area.

I will talk about this later, but we are in a hurry to expand our market share around the world,

and to add new facilities in line with this expansion, and some of these facilities are now in

operation.
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In last year's results, functional dispersions were up by 55%, but this is because the sales is

still small. This is the next major pillar of the segment, and rather than a segment, it is a major

pillar of the Company as a whole, and this is where we are going to invest our resources.

In the Polymers and Coatings business, as I mentioned earlier, we have been greatly affected

by raw materials, but we have come out with a variety of new products and some top products

in niche markets that are further subdivided into segments, and sales have been growing

strongly.

Packaging and Industrial Materials can be pressure sensitive adhesives, and laminating

adhesives for films. Sales of products for food packaging and labels were strong, and overseas

sales of environmentally friendly products also expanded.

In the electronics field, sales of conductive adhesive sheets for smartphones and pads, and

electromagnetic shielding films designed for 5G grew strongly.

In the health care field, especially in the segment of pressure sensitive adhesives for health

care, we have established a brand that surpasses German manufacturers, and we are making

great progress in expanding sales in China.
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One thing I would like to mention here is that the line and bar chart in the upper right corner

shows how sales and operating profit margins have been moving by quarter in the Polymers

and Coatings related segment. The operating profit margin bottomed out in Q3 and has been

rising in Q4, which we believe is the effect of the price hike. In the recent past, we have seen an

improvement in marginal profit margin, and we are planning to further strengthen this

direction despite the recent sharp rise in raw material prices.

The following is an overview of the Packaging Materials segment.

Although there was a large decrease in profit from the increase in sales here, sales in Japan

were strong due to progress in expanding sales for food packaging applications, especially for

environmentally friendly products. Sales of environmentally friendly products, such as biomass

inks, also increased.

Overseas, sales are recovering in China and Southeast Asia, where they had declined the year

before. In addition, sales expansion in India, where we are currently expanding our production

capacity, is progressing smoothly. We have divided our capital investment into several periods,

and we are considering bringing it forward.
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As in the case of Polymers and Coatings, the operating profit margin has been improving from

Q3 to Q4 of last year. This is because of the price revisions to appropriate prices.We will

continue to explain the reason to our customers.

As for the Printing and Information segment, in a nutshell, we are in the process of

accelerating our transformation into a profitable business.

We are continuing to promote structural reforms in response to shrinking domestic demand,

and our earnings structure is steadily improving. As you can see from the broken line of the

operating margin here, I think it is obvious here.

The growth strategy for this business segment is to take advantage of growth opportunities

overseas, and to develop and expand sales of functional inks, which we call UV inks, metal

decorating inks, and screen inks, in various fields such as packaging and electronics.
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Next, I will explain the plan for this year.

If you look at the overall picture, operating income is JPY14.5 billion against the sales target of

JPY295 billion.

As you can see, the rate of change in operating income is up 34.5% in Polymers and Coatings,

and 37.9% in Packaging Materials. We will focus on recovering and regaining profits in these

two segments once they have fallen.

We will discuss them individually later.
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Before I explain each segment individually, I would like to briefly explain the impact of raw

materials, which had a significant impact on us last year, on the two segments.

As I mentioned earlier, we were affected by a JPY10.4 billion deterioration in profits on a

consolidated basis as a whole. In the case of Polymers and Coatings, the pale blue bar graph on

the left is the impact of last year's JPY4.5 billion, and the impact this year is expected to be

JPY1.5 billion.

In contrast, the amount of price revision implemented last year is the pale blue amount of

JPY1.6 billion in the bar graph on the right, and the portion expected to be implemented this

year is JPY2 billion.

In terms of packaging materials, we had the impact of JPY3 billion last year and we expect

JPY1.8 billion this year, against which we implemented price revisions of JPY1.3 billion last

year, and will expect JPY2.1 billion this year.

As for the amounts that we still can't keep up, as you can see in the lower right corner of this

page, we will expand sales, increase sales, shift to high-functional products, improve

unprofitable items, control fixed costs, and improve the supply chain. By doing so, we will

improve profits by JPY1.1 billion in Polymers and Coatings, and JPY1 billion in Packaging

Materials, and we are working to cope with the sharp rise in raw material prices.
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This is the forcast of factors for this year's increase or decrease in operating income on a

consolidated basis, including those two business segments.

Overall, we estimate that JPY5 billion of raw materials price hike will be affected. As for the

increase in costs, the figure is JPY2 billion, especially with the recent rapid increase in energy

costs, gas, and electricity costs. In response to this, we are stepping up cost reduction measures

mainly at each of our manufacturing facilities. Even after doing that, we are still in a situation

where we are working in a JPY2 billion negative direction.

In contrast to this, we will increase profits by JPY2.6 billion by expanding overseas demand,

which we have been promoting since last year, and by increasing sales of high value-added

products, and increase profit by JPY6.2 billion by making efforts to revise prices to be

appropriate.

Incidentally, the additional JPY6.2 billion includes the amount of last year's price increase. For

example, if the price revision was approved in October of last year, the portion of last year's

price increase is counted as this year's price increase from January to September of this year.

The total will be JPY6.2 billion, including last year's.
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I will briefly explain each segment.

In the area of Colorants and Functional Materials, as I mentioned earlier, we will expand sales

of materials for displays, which have been strong so far, further expand sales of high

value-added plastic colorants, expand production and applications of inkjet inks, and invest in

materials for lithium-ion batteries, which we are focusing on to make it a major business pillar

in the future, and accelerate the recovery of profits.

In Polymers and Coating, we have set the goals of expanding our global Number One product

line and reforming our profit structure, and we have the Number One share in the field of

conductive adhesive sheets used in smartphones, for example. Also, 5G smart phones are

increasing now, and we see ourselves as setting the standard in electromagnetic shielding films

here.

As for pressure sensitive adhesives, we mainly have acrylic adhesives, but we have a strong

point in urethane adhesives, and we are expanding their applications. In addition, sales of

environmentally friendly non-solvent adhesives for packaging are also expanding, mainly

overseas, and sales of materials used for lithium-ion battery packaging are also expanding,

taking advantage of the same brand of adhesives.
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In the area of can coatings , as I explained in August last year, the foaming can coatings used

for Asahi Breweries' mug beer cans are the next product to be developed, and we will create

several Number One product groups like this. The plan is to recover to an operating income of

JPY4.8 billion.

In terms of Packaging Materials, we have been promoting environmental friendliness , and we

have also been expanding our share of overseas growth, and as I will explain later in the

section on capital investment, we have been accelerating investment in China, India, Turkey,

and other Asian countries. I would like to create a flow that steadily links these things to

results.

In Printing and Information segment, we will also continue to operate our business with a

greater emphasis on profitability than last year and accelerate the growth of environmentally

friendly products. The UV inks I mentioned earlier are here, and we will further expand sales

of LED inks, for example, which are even more environmentally friendly and can be used

without resistance in the Packaging field.

In addition, we are in a situation where drastic structural reforms are further advanced toward

the finishing touches.
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In the next section, I will explain about the specific areas that we are focusing on in each

segment.

We are now in the second year of this medium-term management plan, and we are moving

forward under the three policies shown in the middle of this chart: creation and expansion of

priority business domains, enhancement of business profitability, improvement of the value of

management resources for sustainable growth to support these two polices, and transformation

of our corporate structure.

As for the new priority development area targets, we have been working to introduce new

products in the three areas of environment, digital, and healthcare.
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First, here is an example of materials for displays that strengthens the profitability of a

business.

The business here is going well, but it is a very rapidly changing market. However, we still

believe that this market will continue to grow globally in terms of panel area, and we believe

that cost competitiveness is the most important factor to survive in this market and maximize

our market share.

In this point, we have established innovative manufacturing methods, especially in the

manufacturing process, and are gradually converting to these methods by utilizing the

strengths that we have pigments as our technology.

Last year, as part of the structural reforms I mentioned earlier, we also consolidated and

eliminated domestic production bases, which also contributed to production efficiency, and we

cited this as a way to improve our cost competitiveness.

Another key point is how to capture the growing Chinese market. We have already sent our

experts to China to work on sales and technical service bases, as well as cost competitiveness.

In addition, we would like to strengthen our alliances with local manufacturers in China, and

we hope to make an announcement soon about what this will look like.
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In this way, some manufacturers have already announced their withdrawal from the market of

the materials for displays, but we are now expanding our market share in those areas. We will

continue to promote our strategy of increasing our market share by improving our cost

competitiveness, utilizing our strengths as I mentioned earlier.

The next step is polymer and coatings segment.

As I mentioned earlier, the fields in which we will launch several Number One products will be

the environmentally friendly product lines, and the high-function product lines.

As for environmentally friendly products, we have already made proposals for biodegradation,

solvent-free, and thin-film applications, which have been well received, and we have received

inquiries.

Another engine of growth is global expansion. I mentioned earlier, overseas sales now accounts

for about half of our total consolidated sales. However, the current overseas sales ratio of the

Polymers and Coatings business is 42%, which is lower than the consolidated total.

In other words, we believe that we can expect to expand our business with minimal investment

if we make the most of the infrastructure of the Group's bases that we have.
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We are currently expanding by setting up new production facilities at our overseas bases, and

we want to make the most of this growth opportunity, and we plan to increase the ratio of

overseas sales to more than half by the end of the next fiscal year, which is FY2023 of our

mid-term plan.

One of the policies of the mid-term plan is to strengthen the profitability of other businesses. It

is also the policy for this year's fiscal year.

One of these is that we have a variety of products, and we will strengthen our profit

management by doubling the number of products from four to eight, which generated about 1

billion yen in 2020, two years ago, and focus on investing resources in these products.

This year, even though raw material prices are quite difficult, we have seen an increase in the

number of new varieties with a value of over JPY1.0 billion, and the number has increased to

five last year. We plan to increase that to six in the current FY2022.

This is the part of plastic colorants that we would like to strengthen very much. As I mentioned

earlier, in Plastic Colorants, we are making steady progress in transforming our business

structure by sorting out negative legacies, and further introducing a high functional product

into new product groups. In particular, China and India have become major production bases

for solar cell applications, and expansion there is progressing steadily.
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With regard to UV inks, as I mentioned earlier, we have a new product called LED-UV, which

contributes greatly to energy conservation, and by strengthening our proposal that customers

will be happy, we will expand our business not only in the offset printing field, but also in the

UV-flexographic inks fields.

Next is the three areas I mentioned earlier: environment, digital, and healthcare.

For these areas, we are proposing a variety of new products that the entire Company is

working on. The rightmost figure is the sales target, and we are making steady progress in this

year's, and last year's figures.

Some of them will be explained in the next section. I mentioned earlier that we are investing

resources to make lithium-ion battery materials a major earnings pillar for the Company, and

a pillar for sales expansion.

As I have already mentioned in the last two briefings, I think it is safe to say that this trend is

progressing smoothly.
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We have been steadily establishing production bases in four regions of the world, including

Georgia in the US, Hungary, Guangzhou in China, and Japan.

As for the base in Georgia in the US, the facilities have been installed within the existing

company called Liochem, and mass production has already started. From there, we are

working to bring it to Budapest in Europe until it is up and running, and from Japan. In

addition, China is home to the largest battery manufacturer, and we are working to increase

the capacity of our Zhuhai Toyo base in anticipation of this.

We are currently experiencing a sharp increase in new inquiries due to the rapid expansion of

the EV market, especially in the US and Europe, as well as the aggressive and active

investment in the future.

In this context, we would like to expand our business by taking advantage of these four bases.
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In the medium-term management plan, we explain the value enhancement of these

management resources in terms of ESG, in terms of the management foundation that supports

profits and growth.

As for Environment, we will promote sustainability management, and as disclosed on our

website last February 14, we have formulated and announced TSV2050/2030. We are aiming to

be carbon neutral by 2050, and have created TSV2030 as a milestone, and 2030 as an

intermediate target for corporate groups to promote in order to achieve the SDGs.

In addition, TCFD compliance has recently become a requirement in governance codes,

especially in the prime market. We have already announced our endorsement in November

2020, and we are planning to disclose our progress in the Integrated Report in July this year.

In the area of Social, I would like to talk about diversity, expansion of employment of people

with disabilities, and a culture of challenge.

We are one of the oldest established companies, having been in business for 125 years, but with

the COVID-19 disaster, it is said that time has moved quickly, and the future has come quickly

in some areas. In order to create a new business structure in these areas, and to foster a

culture of challenge in order to quickly make reforms, we have been implementing various

measures, such as in-house business contests, and will continue to do so in the future.
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In the area of Governance, strengthening governance, we will move forward with the transition

to a company with audit and supervisory committee, as will be resolved at the next general

meeting of shareholders. In addition, we have been gradually reducing our strategic

shareholdings, and will continue to do so in the future.

As I mentioned in the previous briefing, the R&D system of the research institute has been

drastically reorganized. In addition, we have agreed to establish the Toyo Ink Group

Collaborative Research Center with the Tokyo Institute of Technology in January in order to

incorporate outside technologies.

In particular, we will promote research and development with Tokyo Institute of Technology in

three areas: environment, IT, and biotechnology in line with the priority business areas

mentioned earlier.

The other is to promote DX.

We see DX as a means to change our business efficiency and business processes, and as a way

to create a new business model. We are now working on both sides.
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The following is an overview of capital investment.

Last fiscal year, in FY2021, we made JPY19.7 billion, a large investment, despite the

COVID-19 disaster.

Specifically, in the area of Colorants and Functional Materials, we are investing in materials

for lithium-ion batteries, and as I mentioned earlier, we are investing overseas, which is the

growth engine for Polymers and Coating processes, new operations will start over this year in

the United States, China, India, and South Korea.

In terms of Packaging Materials, we are planning to invest in Jiangmen in China, Turkey, and

India earlier than we have initially planned.
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Finally, shareholder returns, and a stable dividend policy.

Once again, here is a summary statement as a basic policy. This policy is also stated in the

notice of the general meeting of shareholders that has already been sent out.

What I would like to mention is that I personally believe that the most important priority for

the use of cash is to maximize corporate value through business growth. There will be no

change to that in the future.

As mentioned in the third item, we would like to set a minimum dividend of JPY90 per year

during the period of the medium-term management plan, and we will review the amount

depending on business performance.

In addition, we will consider to flexibly implementing a total shareholder return that includes

not only dividends but also share buybacks.

That concludes my presentation. Thank you very much.

【END】


