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The following is the manuscript for Toagosei’s financial results briefing for the 2Q of 

FY2022 held on August 4, 2022. 

 

 

Mikishi Takamura (below, “Takamura”): My name is Mikishi Takamura, President of 

Toagosei Co., Ltd. I would like to express my sincere gratitude to you for your support 

in various situations. 

 

1. Toagosei’s sales increased in the 2Q. However, income decreased due to the 
impact of soaring raw material prices. We will proactively strive to secure 
income by revising prices. 

2. Toagosei is focusing on further expanding the growing sales and increasing 
profitability of products for semiconductor-related applications. We are doing this 
to achieve the operating income target in our Medium-Term Management Plan. 

https://www.toagosei.co.jp/english/ir/library/presentations/
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I would also like to thank you for participating in today’s interim financial results briefing. 

I would now like to begin the presentation. 

 
The table shows the financial results for the 2Q of FY2022. Please start by looking at 

the “2Q FY2022” column. 

 

There was a change in the revenue recognition accounting standards from January 1 

of this year. We calculated the figures in the parentheses from net sales to operating 

income based on the standards before the change. Please also look at them as 

reference. We have calculated the figures for the 2Q of FY2021 according to the 

standards before the change. 

 

Net sales were 77,977 million yen. Net sales increased 5.1% by more than 3,800 

million yen compared to the same period in the previous year. Operating income was 

7,891 million yen. Operating income decreased 12.5% by more than 1,100 million yen 

on a monetary basis compared to the same period in the previous year. The operating 

income ratio was 10.1%. In addition, ordinary income was 9,387 million yen. 

 

Net income attributable to owners of parent was 7,391 million yen. This increased 

because gains on sales of investment securities were larger than in the same period in 

the previous year in the extraordinary income section. 

 

Net income per share was 59.36 yen. We paid an interim dividend of 18 yen as initially 

planned. We have also provided the average exchange rate and average naphtha price 

as reference. 
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As you know, most of our segments experienced increases in raw material prices. Net 

sales increased as we emerged from the COVID-19 pandemic. Nevertheless, the 

section equivalent to the cost price of raw materials and electricity bills rose 

significantly. That meant income decreased. Operating income decreased by more 

than 1,100 million yen on a monetary basis compared to the financial results for the 2Q 

of FY2021.  

 

I will now give a breakdown of this. We usually divide effects into three: the volume 

effect, the unit cost effect and the fixed cost effect. The volume effect was down a little 

less than 600 million yen. We raised the sales unit prices in response to rising raw 

material prices. Accordingly, in total, the price difference was up a little less than 200 

million yen. Moreover, the fixed cost effect was down 700 million yen. If we combine 

these three effects, the result is that operating income decreased a little less than 

1,100 million compared to the same period in the previous year.  

 

In addition to the rise in raw material prices, exchange rates were also greatly affected 

by a weaker yen in the first half of the year. I will now explain how exchange rate 

fluctuations affect our income. 

 

We broadly divide the impact of exchange rates into two: foreign currency exchange 

gains/losses in the non-operating section and foreign exchange gains/losses in the 

operating section. As you will see later, we were able to record a gain of 770 million 

yen from the impact of the weaker yen in non-operating foreign exchange gains/losses. 

 

On the other hand, in terms of the impact in the operating section, the amount of 

imports is larger than the amount of exports for our company. Accordingly, the weaker 

yen had a negative impact. Consequently, the amount of impact from the exchange 

rate on the operating section was minus 460 million yen. Adding this to the non-

operating foreign exchange gains, we could record a gain of 310 million yen for the 

amount of impact on results from the weaker yen. I can say that the impact on both net 

sales and operating income was smaller than expected. 

 

Another aspect of the impact of soaring raw material prices is that we also raised sales 

unit prices as I mentioned earlier when talking about the unit cost effect. As a result, 

the impact was up a little less than 200 million. This means we are absorbing the 

impact of rising raw material prices. In addition, we have calculated that the amount of 

impact from the rise in the naphtha price in the first half of the year was around slightly 

less than 5 billion yen. In that sense, I feel that the impact of price rises was extremely 

large. 
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As I explained when talking about the overall figures, there were various trends in the 

economic environment in the 2Q. In addition to political movements such as Russia’s 

invasion of Ukraine from around February this year, I really feel that there were various 

influential factors. In particular, in terms of the economy, the impact of semiconductor 

shortages, lockdowns in China and the slump in automobile production was extremely 

strong. 

 

I earlier showed the decrease in operating income in figures. However, I will now give a 

brief explanation in qualitative terms by dividing that into commodity products and high-

value-added products.  

 

Some semiconductor-related high-value-added products continued to experience 

favorable shipments. Nevertheless, there were many negative factors. Those included 

the large impact on the production of smartphones and other electronic devices due to 

the slump in automobile production and lockdowns in China. As a result, the volume of 

shipments has decreased. 

 

On the other hand, commodity products were greatly affected by the soaring raw fuel 

prices. However, we believe we have been able to absorb the impact of that by 

continuing to revise the price of our products since last year. Accordingly, income from 

commodity products was generally up. 

 

In this way, I feel I have shown that the situation for commodity and high-value-added 

products was slightly different in the operating section. Furthermore, non-operating 

income/losses include exchange gains. There was also a gain from the sale of 
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investment securities in extraordinary income/ losses. These were the factors behind 

the increase in income. 

 

 
I will now talk about trends in terms of income in particular by segment. The top table 

on this slide shows net sales while the table at the bottom gives operating income. 

 

Let’s look at the operating income section. By segment, the two segments of 

commodity chemicals and plastics saw an increase in both sales and income. On the 

other hand, although sales increased in the polymer & oligomer and performance 

chemicals segments, income decreased. Moreover, the adhesive material segment 

experienced a drop in sales and income. 

 

Let’s take a closer look. In the commodity chemicals segment, although there was a 

part to which the effect of price rises contributed, the negative factor of reduced 

production of automobiles had a major impact in terms of volume. On the other hand, 

the Asian market conditions continued to be strong. Therefore, the results of our 

Toagosei Singapore associated company ended with an increase in both sales and 

income. Accordingly, the segment overall posted an increase in sales and income. 

 

There was a big impact from the reduction in shipments of acrylic polymers related to 

products for automobiles in the polymer & oligomer segment. Semiconductor-related 

products for ink and electronic products in relation to acrylic oligomers was strong. That 

meant sales and income also increased in this segment. Polymer flocculants are also 

included in this segment. We took over the sales business from another company last 

year. Its net sales increased. Meanwhile, sales cost prices and variable costs rose. 

Consequently, operating income only increased slightly. 
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Stay-at-home demand due to COVID-19 has somewhat calmed down in the adhesive 

material segment. Therefore, the sales volume of instant glues for consumer use 

decreased. The production of automobiles and electronic devices in particular 

decreased, so sales volume also fell for functional adhesives. The effect of that 

combined led to a decrease in sales and income. 

 

Net sales of inorganic functional materials were on a par with that in the previous year 

in the performance chemicals segment. Although sales of high-purity inorganic 

chemicals for semiconductor applications exceeded those of the previous year, the 

increase in depreciation costs due to investment resulted in an increase in the sales, 

but a decrease in income over the entire segment. 

 

The price of PVC raw materials rose for piping materials in the plastics segment. 

Accordingly, we proceeded with robust price revisions. As a result, both sales and 

income increased. Life support and elastomer-related products were affected by 

soaring raw material prices, so income fell. 

 

 
The table on this slide shows the income/loss of each of our associated companies. I 

will talk about only the main ones here. 

 

Toa Techno-Gas, first in the table, was especially affected by the rise in raw material 

prices. Nevertheless, Chubu Liquid Oxygen, which produces the raw materials of 

oxygen and nitrogen, underwent major maintenance. That led to an accumulation of 

variable costs and a resulting reduction in income. 
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As I described earlier, Toagosei Singapore, second in the table, saw an increase in 

sales and income due to the continued tightening of market conditions.  

 

Taiwan Toagosei, fifth in the table, experienced an increase in sales and income 

because of strong semiconductor-related products. 

 

Toa-Jet Chemical and TOA-DIC Zhangjiagang Chemical are sixth and seventh in the 

table respectively. The lockdown in the Shanghai district of China continued to be in 

effect. Fortunately, Zhangjiagang Chemical was able to escape the lockdown. However, 

the problems in terms of transportation and the failure of raw materials to arrive truly 

had a massive impact. Furthermore, income fell as raw material prices also increased. 

 

Toagosei Thailand, eighth in the table, suffered a significant decrease in income as the 

decrease in the production of automobiles had a significant effect.  

 

Unfortunately, Toagosei America, ninth in the table, fell into the red in the 2Q this year 

in the operating income stage. I will describe the contents of that in a little more detail. 

Its main adhesives-related business saw an increase in sales and income for both 

consumer and industrial use. Its products for household use have struggled greatly 

after being overpowered by rivals. Nevertheless, the company is seizing the impetus 

for recovery and so its income is increasing. In addition, although there was a deficit 

with its products for industrial use, it has significantly reduced the extent of that. 

 

The operating income is in the red. In addition to that factor, the company has set up a 

structure whereby it imports acrylic oligomers from Toagosei in Japan and then sells 

them to its customers in America. It increased its local sale staff from January of this 

year, so its fixed costs increased. That led to a slight negative.  

 

That concludes my rough explanation of the overview of our consolidated subsidiaries. 
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I would now like to talk about non-operating income/expenses and extraordinary 

income/losses. The largest non-operating item was foreign currency exchange gains. 

This was as a result of the impact from the yen’s depreciation on dollar deposit-related 

items, dollar-denominated sales and Thai baht-denominated loans for an associated 

company. Accordingly, income increased. 

 

We have been systematically promoting the sale of investment securities. That led to 

the extraordinary income/losses you can see up the 2Q. 
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I will describe the sections where there has been significant movement for the balance 

sheet. The “property, plant and equipment (3)” item on the consolidated balance sheet 

increased 11,100 million yen. Kawasaki Plant was previously stood on leased land, but 

we purchased that land with the idea of using it for various businesses in the future. As 

a result, the property, plant and equipment item increased greatly. 

 

Moreover, with the impact of the rise in raw material prices, the “inventories (2)” item 

increased slightly less than 5,000 million yen. The shareholders’ equity ratio fell slightly 

due to the large increase in inventories with respect to total assets on the balance 

sheet. 
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This slide shows the cash flow statements. The matters I have told you about so far 

affect the cash flows of operating activities, investment activities and financial activities. 

Cash flows from operating activities decreased by 2,400 million yen. That was due to 

an increase in inventories and corporation tax payments. 

 

Cash flows from investment activities were the payments of the costs relating to the 

purchase of land I mentioned earlier. 

 

Moreover, cash flows from financial activities were 3,500 million yen when combining 

acquisition and payment of treasury stock up to the 2Q. Cash flows from financial 

activities this year were significantly in the negative. That was due to the acquisition of 

only a small amount of treasury stock in the same period in the previous year. 
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This slide gives our challenges in the second half of the year. Some manufacturers 

have made announcements of a recovery from the decrease, in other words stagnation, 

in automobile production in the first half of the year. Nevertheless, there are concerns 

about the extent to which automobile production will increase. We also believe that the 

soaring raw material prices around the world will continue in the future. 

 

There have been lockdowns in China due to COVID-19 up to this 2Q. The lockdown 

has now been lifted in Shanghai. Nevertheless, while not as large as in Shanghai, a 

lockdown just recently started in Wuhan and other cities. The GDP growth rate has 

slumped and economic activities also remain stagnant. Therefore, there are concerns 

about further impacts appearing in the Chinese economy in the future. 

 

With such events in mind, we will reliably revise prices in response to the rise in raw 

material prices. This will broadly be the same as in the first half of the year, but it will 

also include high-value-added products in addition to commodity products. In addition, 

although development is proceeding smoothly now, I want us to not lose focus on that 

and to increase sales and improve profitability in relation to the shipment of high-value-

added products. 

 

We bought back about 130 million yen in our own shares in the first half of the year. 

Furthermore, we plan to buy just under 300 million yen in our own shares in the second 

half of the year. We are proceeding as planned with this. 
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This slide shows the results forecast for FY2022. We also give our FY2022 Medium-

Term Management Plan targets on the right side of the slide. 

 

We plan to achieve net sales of 160.0 billion yen and operating income of 17.0 billion 

yen in FY2022. Looking at trends in operating income up to the 2Q for our operating 

income forecast of 18.0 billion yen at the start of the year, we have determined it will be 

difficult in the second half of the year to recover all the shortfall from the first half of the 

year. Accordingly, we have reduced our forecast by 1.0 billion yen from the figures we 

announced in February 2022 to operating income of 17.0 billion yen.  

 

In addition, although not shown on this slide, we expect final income for the year to be 

13.0 billion yen. Please look at the Medium-Term Management Plan targets at the far-

right. We have already achieved, or are looking good to achieve, many of the items. 

We will be able to achieve some of these targets in a little more time. 

 

We think we will end FY2022 greatly exceeding the Medium-Term Management Plan 

targets for EBITDA and capital investment in particular. We also believe we will be able 

to achieve our Medium-Term Management Plan target for return on assets (ROA). 
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I will now talk about topics that include qualitative aspects. Slides 19 and 20 summarize 

and list in chronological order our ESG-related initiatives in our Medium-Term 

Management Plan including those from around 2019 when we formulated the plan.  

 

Let’s start with environmental (E) and social (S). We set a target last year for carbon 

neutrality. We will aim to reduce carbon dioxide emissions by 2030 to 50% of the 2013 

level. We will then look to achieve carbon neutrality by 2050. We are making steady 

progress on keeping down carbon in various items this year. I think I will be able to 

explain our progress in that area in a little more detail when we announce our financial 

results at the end of the year. 

 

In addition, we have been certified as a Health and Productivity Management 

Organization. We have also worked in close cooperation with local governments. 

These initiatives include the effective use of waste incinerator heat with Yokohama City 

and the opening of a hydrogen station with the support of the local government in 

Tokushima.  
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Let’s turn to governance (G). We introduced a restricted share remuneration system for 

Directors in 2020. We also revised the Toagosei Group Basic Policy on Corporate 

Governance in 2021. We are working on shareholder return measures and a reduction 

of our cross shareholdings in line with this revision. 

 

Those are our main ESG initiatives over the last three to four years.  
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This slide shows the detailed numbers of our results forecast. We expect net sales of 

160,000 million yen, operating income of 17,000 million yen and ordinary income of 

18,500 million yen. We believe net income attributable to owners of parent will be 

13,000 million yen. In addition, we plan to pay a year-end dividend of 18 yen to make 

an annual dividend of 36 yen. 
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We give our results forecast by segment for the second half of the year divided 

between net sales and operating income here. We expect sales and income will 

continue to increase in the second half of the year and the full-year in the commodity 

chemicals and plastics segments. We forecast an increase in sales but a decrease in 

income in the polymer & oligomer, performance chemicals and adhesive material 

segments for the year. 

 

We will continue to proactively adjust prices for commodity chemicals and piping 

equipment. We predict a significant recovery in the shipment of automobile-related 

products such as acrylic polymers from the first half of the year. 

 

In terms of adhesive material-related products, we think it is going to take some time to 

see a recovery in functional adhesives for smartphones. That is because we have 

already seen the appearance of forecasts for a reduction in the number of smartphones 

that will be produced. 
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This slide concerns trends in consolidated results. It indicates the trends in EBITDA, 

operating income and net income from 2017. We expect the amount of EBITDA to 

decrease slightly by the amount of the decrease in operating income. 

 

 
This slide shows the trends in capital investment, depreciation and amortization, and 

research and development expenses. It also gives the forecast for this year. 
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We are continuing to actively conduct capital investment. The “acceptance basis” given 

in the table refers to the capital investment stated in the securities report.  Meanwhile, 

the “approval basis” in the second row indicates the capital investment approved in that 

year. We provide it because it is often used when controlling capital investment in-

house.  

 

Depreciation and amortization continue to remain high. We are using research and 

development expenses to enhance high-value-added products. Accordingly, we are 

also continuing to increase this amount. The contents are the research-related labor 

costs and the research equipment-related depreciation and amortization.  

 

We expect an increase in overseas net sales in Singapore and Thailand. That means 

we anticipate a further increase in overseas net sales this year compared to the 

previous year.  

 

 
This slide indicates the trends for shareholder’s equity as reference figures for 

consolidated performance other than what I have mentioned before. 
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We also give the EBITDA and PP&E ratio on this slide. The amount of EBITDA is 

increasing. However, the denominator may become even larger due to the purchase of 

PP&E and land in Kawasaki. Accordingly, the EBITDA/PP&E ratio is expected to 

slightly decrease this year. 

 

 
This slide indicates dividends and the total return ratio. We believe that these will 

remain at almost the same level as 2021 in 2022.  
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This slide shows the trends for commodity products and high-value-added products as 

a breakdown of operating income. 

 

We expect operating income in 2022 will be slightly down over the year compared to 

the previous year. However, looking at the contents, I believe we will see a steady rise 

in income with commodity products. On the other hand, sales of functional materials 

that we have been focusing on in various ways have been disappointing. Accordingly, 

we will see a reduction in income compared to the previous year for high-value-added 

products.  

 

That concludes my talk about results up to the 2Q and the annual forecast including the 

second half of the year. 
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Next, we have prepared some materials as topics. I will explain about the drug delivery 

system (DDS) on which I have also been focusing a lot of my attention. We have been 

conducting research in the Institute for Advanced Sciences in Tsukuba, Ibaraki since a 

long time ago as a way to appropriately deliver therapeutic agents and other drugs to 

the parts of the body that need them. 

 

We have developed a DDS that uses cellular membrane permeable peptides. We are 

close to turning this system into a product. These cellular membrane permeable 

peptides are called NUCLEROLARON®. We have registered them as a trademark. We 

are now strengthening development in cooperation with a pharmaceutical manufacturer. 
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This topic is related to ESG. We are examining whether we can effectively utilize the 

steam of waste incinerator plants in Yokohama adjacent to our Yokohama Plant in the 

plant as thermal energy.  

 

Moreover, we have started building a large-scale distribution center in the south plant 

of our Nagoya Plant. We have been renting external warehouses nearby in addition to 

our warehouses on the premises up to now. However, we will consolidate them into our 

new distribution center in the future. Moreover, we have started construction on a large 

distribution warehouse so that distributers can also use the remaining space in the 

building. 
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We have completed Toagosei Hydrogen Station Tokushima on land adjoining our 

Tokushima Plant in an attempt to effectively utilize the hydrogen we manufacture. We 

held the opening ceremony in April of this year. We have posted related photographs at 

the bottom of the slide. 

 

 
We newly launched Tough Power as an expansion of our Aron Alpha instant glue 

series at the end of the previous year. We are now advertising it in various places. In 
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addition, we plan to hold workshops in various places for students and children in the 

summer holidays. 

 

I would appreciate it if you could remember that we have launched the Tough Power 

product in an even easier-to-use form.  

 

That concludes my explanation. 

 

Question 1 – Slump in the Adhesive Materials Business 

Moderator: The question is as follows: “There continues to be a slump in the adhesive 

materials business. It appears this is also partly a result of an adverse effect from a 

reduction in automobile production. What are your thoughts on this?” 

 

Takamura: I appreciate your concerns about the extremely low income in the adhesive 

materials segment. I divide this segment into two when thinking about it: instant glues 

and functional adhesives other than instant glues. We are taking various measures on 

instant glues for both consumer and industrial use.  

 

We maintain an extremely robust share of the instant glues for consumer use market in 

Japan. Nevertheless, as I mentioned earlier, the increase in shipments due to the 

impact of staying at home because of COVID-19 in the year before last is now falling 

off a little. Unfortunately, industrial instant glues have been affected by the reduction in 

the number of automobiles produced. 

 

We have made upfront investment to expand sales of instant glues for consumer use 

overseas in China, Thailand and the Philippines. We have been spending a lot on 

advertising expenses. Therefore, although we will regrettably be in the red for the time 

being, we would like to also consider the Chinese market to secure a certain share of 

the market there. 

 

Adhesive materials include functional adhesives other than instant glues. We had an 

adhesive that was used in the MIRAI hydrogen fuel cell vehicle in the previous year. 

Unfortunately, however, that product has also been affected by the fact the number of 

vehicles shipped has not increased. We are steadily proceeding with development on 

electric vehicle battery adhesives other than that. Nevertheless, the number of vehicles 

being produced is still currently low in Japan and elsewhere. We would like to increase 

our cooperative relationships with various battery manufacturers to further expand 

sales of these products. 

 

We also have functional adhesive products for smartphones and electromagnetic 

shielding materials in addition to those for automobiles. Nevertheless, these products 

were also greatly affected by the reduction in the number of smartphones shipped in 

the first half of the year. 
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Looking at the situation calmly, I do not believe we have been overtaken by other 

companies due to a lack of development capabilities. Therefore, I think that we will 

eventually be able to recover. 

 

You may be wondering if we are OK if you make a comparison to the time when we 

had an extremely large operating income of approximately 2.0 billion yen a year in our 

adhesives-related business. However, the Takaoka Creation Laboratory is also 

extremely active for our company. Furthermore, we are working to expand our 

overseas market share. Accordingly, I would appreciate it if you could look at this from 

a medium-term perspective. 

 

Question 2 – The Next Medium-Term Management Plan 

Moderator: The question is as follows: “I believe discussions are progressing toward 

the next Medium-Term Management Plan. What kind of targets will you set to enhance 

corporate value?” 

 

Takamura: As you have pointed out, we are now holding discussions in each 

department in our company about the next Medium-Term Management Plan. We are 

currently attempting to compile the figures. As before, each segment is setting targets 

and we are also formulating targets that include those which cannot be measured in 

numbers in indirect departments. Examples of those are various rationalization 

measures, governance strengthening measures and measures for SDGs. 

 

We have an extremely robust financial structure. However, we are currently 

considering whether we can respond even more flexibly than before with respect to our 

capital policy that has been the subject of identifications by analysts and investors in 

various situations. We are also thinking that we would like to make a plan with full 

consideration for shareholder return measures while looking to ensure capital 

investment, working capital for emergencies and surplus funds.  

 

Question 3 – Balance Sheet and Cash Allocation in the Next Medium-Term 

Management Plan 

 

Moderator: The question is as follows: “You are steadily buying back your own shares. 

Are you continuing to hold discussions on the balance sheet and cash allocation in the 

next Medium-Term Management Plan? 

 

Takamura: As I mentioned earlier, we would like to focus on KPIs including capital 

investment such as EBITDA in addition to an income base in business operation terms 

in the future. 

 

I expected to receive questions about ROE, ROA, ROIC and other indicators. In terms 

of consistency or what percentage to make the targets, in the end, I think that business 

will go well, so there will be both an ample amount of income and shareholder returns. 
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While being fully aware of that, we want to think of ROIC as an indicator we will pay 

close attention to in the future. 

 

Question 4 – Concept of Return on Investment in the Next Medium-Term 

Management Plan 

 

Moderator: The question is as follows: “You have made investments upfront up to now. 

What are your thoughts on the return on investment you have made so far in the next 

Medium-Term Management Plan?” 

 

Takamura: Our policy in relation to capital investment is to manage it while looking at 

the operating income rate and EBITDA for each segment and division. 

 

Short-term income targets and management targets each year are also extremely 

important. Nevertheless, it often takes several years to make equipment due to the 

nature of our business operations. Thinking about achieving return after that, I believe 

there are times when it is difficult to make a judgment about whether the amount of 

EBITDA is being sufficiently returned looking at the medium-term. 

 

If you calculate it in numbers, there may be parts where you feel that return is slow. In 

particular, now, when we are aiming to break free from the COVID-19 pandemic, we 

have also heard from equipment manufacturers that it will take much longer than 

before even when building up equipment in plants. 

 

We will invest in equipment while firmly managing it as far as possible and confirming 

that returns are progressing in total. The amount of investment is increasing overall, but 

most capital investment now is linked to profits. I hope this eases your worries. 

 

Message from Mikishi Takamura 

 

Thank you very much for attending Toagosei Co., Ltd.’s financial results briefing for the 

2Q of FY2022 today. I would like to express my gratitude for your valuable questions 

and comments. We will continue to strive to manage the company to meet the 

expectations of our shareholders and various other stakeholders. Therefore, I ask for 

your support in the future. Thank you. 

 

  


