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Presentation

Takashima: Good morning, everyone. I am Takashima, President. I would like to express my

sincere appreciation to the many of you who participated in today's online financial results

presentation. Thank you.

The contents of today's agenda are listed here.

First, I would like to give a general overview of our consolidated financial results for FY2022,

and then I would like to talk about our plans for the next fiscal year.
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Let me begin with the consolidated financial results for FY2022 and the plan for FY2023.

As shown here, net sales in FY2022 were JPY315.9 billion, an increase of 9.7% over the

previous year. This includes JPY12,291 million from exchange rate fluctuations and JPY1,789

million in hyperinflation accounting adjustments in Turkey. Therefore, please consider a total

of JPY14.08 billion as the foreign exchange-related impact.

Operating profit was JPY6.9 billion, down 47.2% from the previous year. Looking at domestic

and overseas operations, consolidated operating profit in Japan was JPY4,329 million lower

than the previous year, a particularly large decrease compared to the overall decrease in profit

in Japan. I will explain the reasons for this later, but I believe that overseas operations have

made great progress in responding to price revisions in response to soaring raw material prices.

Ordinary profit was JPY7.9 billion, down 48.8% from the previous year. Net profit was JPY9.3

billion, down 1.9% from the previous year. This net profit reflects a gain of JPY5,648 million

from the sale of strategic shareholdings.
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As you can see on the right, the FY2023 management plan calls for net sales of JPY330 billion,

operating profit of JPY11 billion, ordinary profit of JPY9.5 billion, and net profit of JPY6

billion.

I will explain the assumptions underlying this plan, namely the exchange rate and then the

naphtha assumptions. As you can see on the bottom left-hand side, the average exchange rates

for the last year are shown, and the assumptions for the current year are JPY130 for the US

dollar, JPY140 for the euro, and JPY19.5 for the renminbi.

As for naphtha, which affects raw materials, we have assumed that the naphtha price will be

JPY65,000 this year, compared to the actual average for H1 and H2 of last fiscal year.

I will explain how we will achieve these planned values later, but there are two major

management issues. For the short term, we will rebuild our earnings, and for the long term, we

will reform management to achieve sustainable growth. We see these as the two main points,

the specifics of which will be explained later.

The next slide is a summary of consolidated business performance. A chart of net sales and

operating profit for Q1 through Q4 is shown below.
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Sales increased. Overseas, sales in China were relatively sluggish, but overseas sales as a

whole grew, and the ratio of overseas sales to total sales was the highest to date at 52.8%.

As for the products with particularly strong sales as varieties, liquid inks, mainly gravure ink,

pressure sensitive adhesives/adhesives, and functional inks. Functional inks include metal ink,

silk screen, and these types of inks.

Operating profit was affected by the sharp rise in raw material prices. That is one thing.

Another factor was the sharp slowdown in the LCD panel and electronics markets, including

smartphones.

Net profit was maintained at the same level as the previous year, partly due to the factors I

mentioned earlier.

As you can see in the operating profit chart on the right below, operating profit fell sharply in

Q3 and picked up slightly in Q4. This was affected by raw material prices as a whole until Q3.

In Q4, some inventory adjustments in the LCD panel area have been completed, and the

situation has improved a little. I think it’s fair to say that the effects of the price revision,

mainly in Japan, are gradually becoming apparent.
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The next slide is an analysis of the factors that led to the large decrease in operating profit,

with an explanation of each of these factors. The leftmost figure shows operating profit of

JPY13 billion for FY2021, and the rightmost figure shows the results for the last fiscal year,

FY2022.

The largest deficit affected, JPY21.1 billion, was the sharp rise in raw material prices. And

with that, soaring energy prices. This was especially due to the rising cost of petrochemical

resources, which has led to a significant increase in electricity and gas bills.

Then there was the increase in expenses. This includes increased costs associated with logistics

disruptions and depreciation of new investments.

As I mentioned earlier, the decrease in the sales of materials for displays, such as LCD

panel-related materials and smartphone-related materials, resulted in a JPY3.3 billion

decrease in profit.

To counter this, the Company revised its prices by JPY19.9 billion, resulting in a large decrease

in profit even after cost reductions, sales expansion, and other measures were taken.
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As for the next slide, I would like to look back at the period from FY2021. Although the price

revision of JPY19.9 billion against the JPY21.1 billion rise in raw material prices seems to

have been accomplished to a large extent, this situation has continued since 2021. We will

explain that here.

As you know, we believe that the background to the sharp rise in raw material prices is these

three points.

The impact on operating profit, in FY2021, was JPY10.4 billion, including the impact of energy

price hikes. In contrast, price revisions and cost reductions amounted to JPY4.5 billion, leaving

us JPY6 billion behind.

In 2022, we saw a further sharp rise in raw material prices and energy costs of JPY22.9 billion,

as I explained earlier, and although there was an improvement of JPY20.7 billion, the

cumulative impact over the past two years was an increase of JPY25.2 billion against the

impact of 33.3 billion, resulting in a net decrease of JPY8.1 billion in profit.

As you can see here on the right, which segments were affected, the largest was polymers and

coatings at JPY11.3 billion. Specifically, pressure sensitive adhesives, adhesives, and can

coatings were greatly affected. Also, the packaging segment, which includes gravure inks, was

significantly impacted, resulting in a negative JPY8.7 billion.

As for raw materials that have gone up, some of these raw materials, including the organic

solvents shown here, are still expected to rise in price in FY2023.
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The next slide is a summary of results by segment, and I would like to discuss each of them

individually with a little supplementary explanation.

First of all, in the area of colorants and functional materials, we had been doing relatively well

until Q1 and Q2 of last year, but from around May we began to suffer the effects of panel

production cutbacks and inventory adjustments, and as I mentioned earlier, Q3 was the bottom,

and these adjustments are still continuing in Q4. The situation is slightly improving.

As for inkjet inks, the construction cost of the new plant in France was a factor in the decrease

in profit.

In the area of plastic colorants, we were affected globally by last year's shortage of

semiconductors and IC chips in the automotive and OA equipment industries. There was the

impact of this, and then there was the impact of the rising cost of raw materials.

We are investing in and expanding sales of dispersions for LiB, which I will discuss specifically

later.
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In the same way, sales of polymers and coatings for electronics applications stalled in H2 and

slowed down significantly due to inventory adjustments in the area of pressure sensitive

adhesives for fixing polarizing plates used for panels or functional films, mainly for

smartphones.

Sales of pressure sensitive adhesives and adhesives for industrial materials and packaging

were relatively strong overseas, and overall sales were also strong, but were still affected by

the increased price of raw materials.

As for packaging materials, domestic and overseas sales of packaging materials are relatively

firm. In Turkey, the cost of dealing with inflation and other expenses was high.

In China, we have just completed the construction and started the operation of a new plant in

Jiangmen, South China, and the increase in costs associated with the construction had an

impact on our consolidated results.

As for printing and information, the paper-related printing demand shrank, of course, but

overseas, China, the US, and South America performed well, and profits remained steady.

On the other hand, functional coating materials or functional inks, the part I mentioned earlier,

have been performing well and steadily, and these are the results.
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Please move on to the next page. SIC-II, this is a three-year program from FY2021 to the

current year, with this year being the final year. For this mid-term management plan, which

began in the midst of COVID-19 and is now coming to an end, we believe that we were not

affected by that, and we are taking the necessary steps.

For that, there is the first policy for the three years of this medium-term plan, which is to

strengthen the profitability of the business. This is from two perspectives. One, let's take action

as soon as possible on low-profit and negative earnings businesses, and make reforms,

including bold withdrawals. In addition, we have been pursuing a policy of aggressively

investing in profitable items in order to strengthen our profitability.

First, with respect to the reorganization of low-profit businesses, we have been implementing

structural reforms in response to the shrinking printing market in Japan. We have been

shifting the allocation of resources within the Group to growth areas, spin-offs, and the

consolidation of six sales companies into one, starting on January 1 of this year.



11

In terms of streamlining the colorants and functional materials business, we have been

liquidating the Mobara Plant in Japan. We are also in the process of consolidating or

liquidating our overseas colorant facilities in France and the Philippines.

We also plan to invest cumulative JPY46.4 billion over the three years, including this year's

investment plan, in aggressive investments for future growth. The original mid-term plan

called for JPY40 billion.

Then, the shift to overseas. We are also actively pursuing overseas markets, which are growing

markets, and we are strengthening our profit management of the product line axis as one of the

main features of strengthening the profitability of this business. In corporate management, the

management of each individual company is responsible for maximizing its profit. As another

vertical axis, we are working to maximize product profit on a consolidated basis under the

leadership of product profit managers at each company. This will be explained later in this

year's plan.

Regarding policy two, it is a growth strategy. We decided to focus on the development area and

to create and expand new businesses in that area. There are three strategic markets. The green

environmental field, the field of digital communication, and health care, a field of life science

with a medical focus. We have been trying to develop more and more products in these three

areas, and as a result, sales have been increasing in these three areas as well.

The issue is that we are replacing existing products with new products, and we need to create

new products in the true sense of the word.

Last year, we established a joint development center with the Tokyo Institute of Technology to

promote open innovation. In the field of life sciences, we have formed a business alliance with

Nobelpharma. In addition, on January 1 of this year, the Incubation Center, an organization to

create new businesses for the entire group, was established under the direct supervision of me,

the president, and we have started to develop new businesses as a company.

In addition, in H2 of last year, we began participating as a company in an incubation program

called Phoenixi, sending people to startups and internal ventures, and actively started these

programs.

Policy three is ESG-related management promotion with the goal of enhancing the value of

management resources, which can be said to support these top two, toward sustainable growth.

We are already working on our website to promote our efforts to achieve zero greenhouse gas

emissions by 2050, milestones by 2030, and the TCFD measures that will be taken in the near

future to achieve these goals, while establishing an office to promote these efforts.
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We will also promote DX in all corporate activities. We are actively introducing DX in areas

such as material informatics in product development, production processes at factories,

logistics, and data marketing in the sales department. We have also established a DX

Promotion Office, which will connect the whole cross-sector.

However, as shown in the bar graph below, although net sales exceeded the initial targets

JPY300 billion, operating profit was less than JPY22 billion, which is the medium-term plan

target, and we hope to achieve at least the planned figures for this year.

The largest part of this year's plan, which is to rebuild earnings, will be explained on this slide

and the next.

The actual results for the current year are placed at JPY6.9 billion on the far left, while the

planned value is JPY11 billion on the far right.

The negative impact this year is shown in red on the left. There are still several raw materials

price hikes, which will have an impact of JPY3.5 billion. And the soaring of electricity and

other energy is JPY500 million. In addition, I think this can be viewed as a minus for a future

plus, but the depreciation of aggressive investments will newly increase by JPY2 billion. In
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addition, expenses and distribution costs associated with the increase in sales, including

variable costs, amount to JPY1.5 billion.

In contrast, JPY4.6 billion is from sales expansion, JPY1 billion from cost reductions, and JPY6

billion from price revisions. These three points are explained on the next slide.

These are the three measures to improve profitability as a short-term issue in 2023.

The first one.

Although market conditions this year are still relatively difficult due to the slowdown in the US

last year, as well as in Japan this year, we have received relatively bullish readings from our

overseas offices. This is partly due to the gradual movement of investments that have been

made, but we expect operating profit to improve as a result of this recovery in market

conditions and the expansion of overseas operations. This is expected to total JPY4.6 billion.

Specifically, there is the expansion of overseas business through environmentally friendly

products, and here we have plastic colorants. We had some difficulties last year, but this year,

IC chips and other products are gradually returning to the market, and the movement is
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getting better. In the area of plastic colorants, we have introduced new environmentally

friendly products. One example is a master batch that enhances PET to PET recycle. As for can

coatings, we have introduced environmentally friendly products in the US, which will be

discussed later, and are in the process of acquiring new business.

Then there is the expansion of overseas business through facility expansion, which I will

discuss later regarding functional dispersions. Investments have also been made in pressure

sensitive adhesives and laminating adhesives in China, India, Korea, and the US, and their

operations have started smoothly.

Regarding materials for displays, panel inventory adjustments have been relatively completed

since Q4 of last year, and we expect to increase sales and profits from H2 of this year, as I will

discuss later in this matter.

Secondly, we will implement measures to improve operating profit by reducing costs by JPY1

billion. It says here that it will be done by improving production efficiency and reviewing of raw

materials, but the largest part of the plan is to step up the pace of structural reform of the

information-related business in response to the shrinking domestic printing market. On a

consolidated basis, it is JPY400 million, but on TOYO INK CO., LTD.'s individual company

basis, we are aiming for an improvement of nearly JPY1 billion. We plan to make

improvements not only in production but also in sales and logistics.

Third, we expect operating profit to improve by JPY6 billion due to price revisions. The new

increase this year will be JPY1.8 billion, and there will also be a JPY4.2 billion that will be

contributed this year that was not raised last year.

By accomplishing these three major short-term tasks, we hope to improve and restore

profitability, which is a short-term management issue.
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The following is the plan for each business segment.

One, the LiB for colorants and functional materials, which will be discussed later. The LCD

panel will be also discussed later. As mentioned earlier, plastic colorants include master batch

developments that enhance PET to PET recycle, other environmentally friendly products, and

master batches for solar cells. We have been expanding our inkjet ink business in two strategic

areas: water-based inks for flexible packaging, and labels.

As for polymers and coatings, we will improve profitability by reconsidering unprofitable items

and expanding overseas businesses. The pilot plant has been delayed due to the delay in

obtaining the IC chip, but it will finally start in Kawagoe in April this year. We will create a

fourth new resin and introduce new products to the market that will be made possible by this

new resin. The sales force is already working in the marketing area and has already begun to

have samples evaluated and other activities, especially with themes related to semiconductors

or the environment.

In addition, in the can coatings business, we are expanding our presence in Asia, focusing on

food can coatings, and in the United States, we are expanding sales of environmentally friendly
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coatings, as I mentioned earlier. In the medical field, a new plant for transdermal drug delivery

products will be started in Moriyama. We have already started not only new products and a

new pipeline in Japan, but also expansion in China, and we hope to start the actualization of

this as soon as possible.

In the packaging field, we will strongly promote two growth strategies we have been pursuing:

environmentally friendly products and overseas markets.

Accelerate it to further improve the negative aspects of printing and information. As for the

positive part, UV curableinks, metal decorating inks, and screen printing inks are performing

very well. We will seek to increase the profit in this area. We also plan to increase profits by

expanding overseas sales, which are doing well. These are the plans for this year by segment.

The next slide shows the eight major product lines I mentioned earlier. I think it can be said

that it is a strategic line where we are conducting profit management to increase profitability.

As for colorants and function materials in green, I have already mentioned them earlier and

will omit them now as I will explain later.
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For the polymers and coatings, the equipment we invested in for producing emulsion in China

will start. In India, we have made an investment in pressure sensitive adhesives and adhesives,

and we are already beginning to see that those investments will be full, and we are now in the

process of formulating our next investment plan. As for the US, the equipment we invested in

in Texas is working well, and we are trying to bring it to full capacity this year. The same

applies to Korea.

For laminating adhesives, we are investing in polyester-based adhesives in Malaysia. This is

aimed at expanding supply to the Southeast Asian market rather than the Malaysian market.

As I mentioned earlier regarding can coatings, we are developing environmentally friendly

paints for brand owners.

Gravure inks and UV curable inks were explained earlier. In the field of UV curable inks,

high-sensitivity UV curable inks have been steadily expanding, especially in the commercial

printing field, and we are planning to put our efforts into development and sales to expand our

business to the paper packaging field as well. In Europe, we will expand sales of UV curable

flexo inks as a new product.
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The next slide is materials for display, which I mentioned earlier that I would explain.

As for how we look at the market itself, we believe that the global market for panels itself will

grow for some time. We see China as the center of this growth.

In this context, our strategic goal is how to gain market share mainly with the focus on Chinese

markets. To achieve this, we will reduce costs in order to become a cost leader. Or we will do it

through an integrated production method that takes advantage of our strength in pigments.

Some of our competitors have already announced their withdrawal in this area, and some have

already done so, but we are moving forward with the strategic goal of aggressively taking

advantage of this situation.

In the large size panel market in China, we are actively marketing from Taiwan and Japan,

utilizing local distributors and our existing business bases.

I mentioned last time that we were seeing the inventory adjustment as a positive factor in the

recent COVID-19 pandemic, and new products are being evaluated one after another on

customer’s lines, which customers have been too busy to evaluate before. We are planning to

start be adopted some of these products this year, and we believe that our market share will

increase steadily.

As I mentioned before regarding cost competition, we have established an integrated

production method from pigments to concoctions, taking advantage of our strength in pigments.

This is a move to increase the competitiveness of final costs by introducing these products.

In the high-end market, in addition to the CMOS sensor field that we have been working on, we

are now moving forward to launch products for foldable smartphones that are already on the

market.

In addition, as a measure to expand market share in Taiwan, Taiwanese manufacturers are

also placing great importance on the country's current environmental initiatives and efforts to

achieve zero greenhouse gas emissions. In response, we have proposed a material that cures at

low temperatures, which is being evaluated steadily and is close to being adopted.

So, as you can see below, we believe that we will certainly increase our share of the global resist

inks market, which includes both finished products and concoctions.
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The next is dispersions for LiB. This has already been reported in newspapers and announced

on our web site that this has been adopted by the largest manufacturer in China. It was

adopted for the next-generation high-capacity LiB, and we will use our existing plant in Zhuhai

and invest in facilities there.

For North America, we have already taken action. We have been supplying the products

mainly from a company called LioChem, Inc. , locating in the suburbs of Atlanta, but we have

received an inordinately large number of inquiries, so we decided that a second base would be

necessary, and we are building a new base in Franklin, Kentucky.

We have already arranged for land and other facilities to build a new base, utilizing our

strengths, such as the business infrastructure of LioChem and most importantly, our people, so

that we can immediately deliver products from this new base.

It is clear that LiB era will definitely come, and we will take the lead in positioning ourselves in

the market as a solid decentralized entity. We believe that this will create entry barriers for

competitors, and we are moving forward speedily.
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The next slide shows our future business expansion plan based on a global perspective.

One is that we have four production bases globally. In other words, we will provide a stable

supply of products to our customers, who are also manufacturing globally, and to the

automakers who are also global manufacturers. We already have that strength and are

investing in it.

Secondly, we are the only company that has developed CNT dispersions that can be used in

high-performance fields, and we are trying to take advantage of our strengths in this field

while we still can.

Third, we have a pigment plant in Fuji, Shizuoka Prefecture, where we have a long track

record of dispersions for hybrid vehicles. We believe these three are our strength.

We will continue to make aggressive investments in response to steady inquiries, and we will

proceed with the investments and sales targets set forth here.
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As for the promotion of ESG-related activities, we are promoting sustainability management,

and as announced last year, we have declared the TSV2050/2030 and are promoting it in

concrete terms.

In the area of society, there are human resource development and incubation programs. We are

participating in a new incubation program in Kyoto called Phoenixi, as I mentioned earlier.

As for diversity and inclusion, a dedicated organization appointed within the human resources

department, and an executive officer was appointed to take this matter seriously on an

organizational and company-wide basis. We will also proceed to make that disclosure to the

outside world.

Regarding the strengthening of governance, the audit and supervisory committee has already

started. The implementation of SAP is almost complete overseas, and we are now preparing to

introduce SAP domestically.

In addition, the reduction of strategic shareholdings is progressing well, as shown here.
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Next slide shows this year capital expenditures. Roughly speaking, as I mentioned earlier, we

are proceeding with an investment plan of JPY46.4 billion, including this year's investment,

against the initial plan of JPY40 billion yen, even with the COVID-19 pandemic.

We are planning JPY16.8 billion for FY2023. Of this amount, JPY8.8 billion is accounted for by

dispersions for LiB.

In terms of specific capital investment, besides the investment in colorants and functional

materials that I explained earlier, we will increase investment in pressure sensitive adhesives

and adhesives in the United States, China, India, Korea, Turkey, and Malaysia for polymers

and coatings. And as for Moriyama, the medical wing is scheduled to start operation this year.

In the area of packaging, we have been investing quite aggressively in Jiangmen China,

Turkey, and India.

Turkey has recently experienced a major earthquake disaster. I would like to mention that

even amid hyperinflation, we are making good progress in areas of our business with sales and

profits.
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As we have already mentioned on our website regarding Turkey, we have decided to donate

JPY10 million, hoping we can help them somehow.

Lastly, we will explain the change of trade name.

As we have already announced, we have decided to change our company name to artience Co.,

Ltd. as of January 1 of next year. We will make a final decision on what to do with this after the

resolution is passed at the regular shareholders' meeting scheduled for March 23.

This year marks the 128th anniversary of our founding in 1896. Literally including the word

ink in the company name, the Company started out as a printing ink manufacturer. Since then,

we have developed our business by focusing on polymer-based can manufacturing, can coatings,

pressure sensitive adhesives and adhesives, and colorants and functional materials for LCD

color filters as the pillars of our earnings.

Meanwhile, product life cycles are accelerating due to technological developments and changes

in the environment, and I believe that we must transform ourselves into a company that can

create the next pillar of growth, one after another.
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The COVID-19 pandemic was a terrible event, but in a sense, it was a chance to look forward,

and it made me think that now is the time for a rebirth, a chance for corporate reform.

In a word, I see the aim of the company name change as a demonstration of our determination.

I believe that this is our way of expressing our thoughts to the employees of the company,

including global employees, as well as to various stakeholders outside the company.

As I mentioned at the beginning, the short-term challenge for this fiscal year is to rebuild

declined earnings as soon as possible. And as for the long term, it is about management reform

for sustainable growth, how to change the content, people, finances, business portfolio, and

governance structure. We understand that it is not enough to just change the trade name, and

the question is how to change the content. We will present these issues in a concrete form to

you after the Annual Meeting.

We see this year, FY2023, as the year to not only chart a course for that transformation, but

more importantly, to start that concrete action as soon as possible.

We would be very grateful if you, our customers and business partners, as well as the investors,

analysts, and journalists who are attending today, could provide us with various opinions.

That is all from me. Thank you very much for today. After this, please ask questions, or make

comments or impressions. We would appreciate that. Thank you very much.

【END】


