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Presentation 
 

Moderator: Good morning, everyone. Thank you very much for taking time out of your busy schedule to 
participate in today’s Management Overview Briefing Session of Ube Industries, Ltd. 

President Izumihara will now give a 60-minute presentation based on the materials, followed by a question 
and answer session. The entire meeting is scheduled to last 90 minutes. 

Now we will begin the session. President Izumihara, please. 

 

Izumihara: Good morning, everyone. This is Izumihara from Ube Industries. 

Thank you very much for taking time out of your busy schedule to attend our management overview briefing 
session today. Since we have limited time, I would like to move on to the explanation. I believe you have 
prepared the materials at hand. 

First, the second page. Page numbers are attached in the lower right corner. 

Here is the contents of today’s presentation. I would like to explain these six points. 
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First, I would like to review the financial results for FY2020 and explain the financial forecast for FY2021. Page 
4, the summary of financial results for FY2020. 

For FY2020, operating income will be JPY25.9 billion and net income attributable to shareholders of the parent 
company will be JPY22.9 billion, and the management indicators are as you can see. 

Compared to the previous fiscal year, demand in the chemicals and machinery sectors declined significantly, 
especially in the first half of the fiscal year, due to the impact of the new coronavirus et cetera, and the market 
for chemical products also deteriorated. 

This was partly due to the biennial scheduled repairs at the ammonia plant. On the other hand, despite the 
effects of cost reductions such as the decline in coal prices and the curbing of overhead costs, operating 
income decreased by JPY8.1 billion, or down 24%. 

As for net income attributable to shareholders of the parent company, there was a reversal of deferred tax 
liabilities. Specifically, withholding tax on dividends from European subsidiaries is no longer required due to 
the implementation of a tax treaty between Japan and Spain. As a result, tax expenses decreased, and we 
were able to secure the same level of net income as the previous fiscal year. 

In comparison with the original plan, operating income was revised downward in Q2 due to the large decline 
in the first half, but the recovery from the second half was remarkable, and in the end, we were able to 
increase operating income as originally expected. 

Profit attributable to shareholders of the parent company has increased significantly from the initial forecast 
due to the decrease in tax expenses as mentioned above. 
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In the last fiscal year, the main measures we implemented were the alliance relationship, the integration of 
the cement business with Mitsubishi Materials Corporation, for which we signed a final agreement. In the 
electrolyte business, we have formed a joint venture with Mitsubishi Chemical Corporation. 

In the area of capacity expansion, we increased production of synthetic rubber [bottles] in Thailand. Also in 
Thailand, we built a new facility for PCD polycarbonate diol in the second phase.  In Sakai, we have expanded 
the production of separators for lithium-ion batteries, and we have also started construction to increase 
production of BPDA, a raw material for polyimide.  

In terms of reorganization, the merger of Ube Ammonia Industry, or the reorganization of its injection molding 
machine business. This completes the incorporation of the injection molding business of the former Mitsubishi 
Heavy Industries. This is what we are doing. 

 

 

 

I would like you to look at the next page, page 5. 

For the current fiscal year, we are forecasting an increase in both sales and operating income, as we expect a 
recovery from the impact of coronavirus. 

Net sales will be JPY570 billion in FY2021, which is about JPY80 billion less than the previous accounting 
standard due to the application of the revenue recognition accounting standard, et cetera, and the net 
presentation of so-called trading company-like purchase and sales transactions. Therefore, the figures in 



 
 

 
5 

 

parentheses are the figures before the application of the new standard, but if you look at the actual figures in 
parentheses, you can see an increase of about 6%. 

Operating income will be JPY37 billion, an increase of JPY11.1 billion, or up about 43%, over the previous fiscal 
year. 

Regarding net income attributable to owners of the parent company, although the tax expenses mentioned 
earlier decreased temporarily in FY2020, ordinary tax expenses will be incurred in FY2021, so the net income 
is JPY21 billion. If you look at it on a net income basis, it will be a slight decrease. 

Interest-bearing debt is expected to be reduced by about JPY30 billion. In the last fiscal year, cash and deposits 
and interest-bearing debts were both inflated due to the securing of surplus funds, but this fiscal year, they 
will be restored to a certain degree. As a result, the D/E ratio will also improve. 

Equity capital is expected to be JPY360 billion, which reflects a dividend of JPY90 as shareholder returns in 
FY2020 and a share buyback of JPY10 billion. On a capital basis, it is almost the same as the previous fiscal 
year. 

 

 

The following page 6 shows the forecast for the current fiscal year by segment. 

As you can see from the operating income on the right, the Chemicals and Machinery segments are expected 
to have increases in profits due to a recovery in demand. In the Construction Materials segment, profits are 
expected to decrease due to the impact of higher coal prices. 
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On the next page, I would like to explain the progress of the medium-term management plan. 

Moving onto page 8. 

Vision UBE 2025 Prime Phase is a three-year medium-term management plan that started in FY2019. 

The original discussion started in 2015, when we discussed the medium-term plan before this one. In order 
to discuss where we want to be 10 years from now, we discussed where we want to be in 2025 in each of our 
businesses, including chemistry, and formulated the previous medium-term business plan by back casting the 
discussion. 

Three years have passed since then, and when we formulated the current mid-term plan, we wanted to come 
up with more specific policies to realize our vision for 2025, so we came up with the three policies listed here 
in parentheses: 1, 2, and 3. 

The first is to build an independent offensive and defensive structure for each of the three companies. 

In Chemicals, we will increase the stability of earnings and drive the growth of the entire group. In order to 
achieve both stability and growth, we need to accelerate the shift to specialties. This is the kind of policy that 
we have put in place. 

In the Construction Materials business, we will generate stable profits and cash flow despite the continuing 
downward trend in domestic demand for cement, and expand new businesses. One of the solutions we came 
up with was the complete integration with Mitsubishi Materials Corporation. 
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In the machinery division, we have been promoting autonomous business management because our business 
characteristics are different from those of the equipment industry, such as chemicals and construction 
materials, but we will further promote this policy to increase the value of our business as a machinery business. 

As for the second item in parenthesis 2, we see changes in the business environment as challenges that need 
to be cleared, and at the same time, as opportunities or business chances that can lead to growth. We are 
working on global environmental issues from that perspective. I will explain more about this later. 

Furthermore, the promotion of globalization or the enhancement of governance functions. We want to 
connect this to growth in this way. 

Then, as a means to accomplish these various tasks, we would like to enhance our human management 
resources. We also have a policy of actively utilizing ICT and digital technology. 

As the three basic policies of this medium-term management plan, we have been working on strengthening 
the business growth base listed here and the following three-year action plan under this basic policy. 

Although some specific strategies have been revised due to the current business changes, the three basic 
policies themselves remain unchanged and are being implemented. 

 

 

Next page, page 9, compares the current situation with the target figures of the mid-term plan. 

Although we are in the process of recovering from the impact of coronavirus, we have unfortunately deviated 
significantly from the numerical targets for the final year of the medium-term management plan. 
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The rightmost column in the table shows the target values for the final year of this mid-term plan. Our goal 
was to achieve JPY55 billion in operating income, but this year’s forecast of JPY37 billion in operating income 
is far below our target. 

We have also fallen far short of our management targets. 

 

 

The next page, page 10, shows a comparison with the targets of the medium-term management plan by 
segment. 

As you can see from the operating income figures on the right, there is a large deviation from the original plan 
for each segment. Particularly in the chemical industry, there is a difference in nylon and battery materials. 
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The next page, page 11, shows our business portfolio for this mid-term plan. 

We have divided our businesses into three categories, developing businesses, active growth businesses, and 
platform businesses, and we have set a policy of concentrating our resources in the middle, active growth 
businesses. 
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The next page, page 12, shows the investment plan for management resources by portfolio and the progress 
of the plan. 

On the far left is the original medium-term plan. We are planning to invest JPY205 billion in total, including 
capital investment, investment and loans, and research and development expenses, whereas the three-year 
forecast on the far right is JPY176.3 billion. 

Market expansion has been slower than expected due to the impact of coronavirus and other factors, and 
investments, especially in active growth businesses, have been pushed back or cancelled. As a result of these 
factors, the total amount of investment has decreased. However, the basic concept of investing in active 
growth businesses has not changed, and the ratio of investment in active growth businesses was about 26% 
in the previous medium-term plan, but in the current three-year forecast, it is 29%, which is an improvement 
over the previous plan. 

As for the investment of resources in platform businesses, these are not so much affected by the economy, 
so we are investing to a certain extent in core development, rationalization, and cost reduction. As a result, 
the ratio of investment in platform businesses has increased. 
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Next, page 13. This shows the progress of capital investment, investment and loans by segment, and cash 
flow. 

The leftmost pie chart shows the capital investment and financing plan of the original plan. JPY160 billion is 
planned, of which the chemical sector accounts for 57%, as shown in the blue part of the chart. And 44% of 
the total chemicals will be invested in active growth businesses. 

Compared to the original plan, our three-year forecast is JPY139.6 billion, a decrease of more than JPY20 
billion in the total amount of capital investment, investment and loans. Of this, 48% was in the chemical sector. 
We had assumed that growth investments would be mainly in the chemical sector, but the market 
environment was not conducive to such growth investments, and as a result, the ratio of the chemical sector 
declined. 

Cash flow plan, the table is provided below. 

Due to this decrease in capital investment, investment and loans, free cash flow, which was originally expected 
to be JPY40 billion, is now forecasted to be JPY61.4 billion for the next three years. 

Although total operating income for the three years decreased, free cash flow was higher than planned due 
to a decrease in capital investment, investment and loans. This is also the reason for the share buyback. 
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The next page, page 14, shows the status of investment in R&D expenses. 

On the left, the original plan of the medium-term management plan was to invest JPY45 billion, but the three-
year forecast on the right is JPY36.7 billion, a decrease of over JPY8 billion. 

The reason for this is explained in the notes below, but the original plan included expenses related to 
production technology. This is an expense that is included in the manufacturing cost, but in the three-year 
forecast, we have changed the classification of this expense so that it does not include production technology-
related expenses, but only testing and research expenses. Therefore, you can see that the actual status is 
almost as planned. 

Therefore, even under these circumstances, we have not reduced our R&D expenses and are implementing 
them almost as planned. In terms of the content, we are focusing our R&D resources on the so-called oriented 
business domains or active growth businesses, mainly in the chemicals segment, and the ratio of the 
breakdown shown in the pie chart is almost as planned. 
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Please see the next page. 

For your information, I will explain the status of our R&D activities in the four business domains on the left. 
Construction and  infrastructure, mobility, environment and energy, and healthcare. We used to focus our 
R&D efforts on these four business domains, but now we have reorganized them into these five areas. 
Construction and infrastructure, energy management, CO2 and waste plastic utilization, environmental 
sustainability, and life sciences. Focusing on these five areas, we are promoting the creation of new businesses. 

In particular, the middle three, global environmental issues/sustainability, and research and development 
themes related to these issues. In particular, it is summarized again on the next page, page 16. 
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We are actively participating in the NEDO project, which is a research and development theme that 
contributes to the global environment. There is a limit to what individual companies can achieve, so through 
collaboration with other companies and open innovation with academia, we are actively incorporating these 
external technologies to promote research and development that contributes to the environment in particular. 
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On the next page, I would like to explain a little bit about our company’s approach to global environmental 
issues. 

This is page 18. In May of last year, we declared the UBE Group Environmental Vision 2050 to reduce GHG 
emissions by 80%, in line with the government target at the time. As you know, last fall, the Suga 
administration declared 2050 carbon neutrality. In response, we have taken our environmental vision one 
step further, and in April this year, we declared the UBE Group’s policy for achieving carbon neutrality by 2050. 

We will challenge to reduce greenhouse gas emissions from our own business activities to virtually zero. This 
means in scope one and scope two. In addition to taking on the challenge of achieving zero emissions, we will 
promote research and development related to products and technologies that contribute to the environment, 
and through the practical application of our innovations, we will contribute to the carbon neutrality of society 
as a whole and work as a solution provider to lead the decarbonized society. We have declared that we would 
like to fulfill these roles. 
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The figure on the next page 19 may help you understand. Minimizing GHG emissions as a challenge to become 
carbon neutral in our own business activities. 

In order to achieve this goal, we will make efforts to reduce emissions by, for example, promoting thorough 
energy conservation, improving processes, maximizing the use of CO2-free energy, and restructuring our 
business structure, as shown on the right. However, after all, I think it is difficult to achieve zero emissions. 

Therefore, it is important to develop innovative technologies to offset this problem, and to promote research 
and development and practical application of technologies for CO2 utilization and non-fossil resources as 
shown on the right. We would like to achieve carbon neutrality while working on these things. 

On the other hand, society as a whole is moving toward carbon neutrality. In order to realize carbon neutrality 
in society as a whole, we would like to increase the supply of technologies and products that contribute to 
the environment, as shown on the right. 
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Next page, page 20. We have also set a medium-term numerical target for these efforts for FY2030. 

In terms of global warming countermeasures, we will reduce GHG emissions by 20% by FY2030. The cement 
division will be separated from April next year, so this is not counted here. 

However, that does not mean that it is irrelevant. I believe that the policy for the cement division will be 
decided by the new integrated company. However, I believe that the policy will be basically the same as ours 
for 2050. 

In addition, global environmental issues are not limited to global warming, so we will also address issues such 
as marine plastic, biodiversity, and conservation of water resources. 

With regard to these four issues, including global environmental issues and global warming, we have decided 
to set numerical targets, and have set a plan and goal to increase the ratio of environmentally friendly 
products and technologies to consolidated sales to 50% or more by FY2030. For this purpose, we are also 
working on R&D themes that contribute to the environment, as I mentioned earlier. 

In order to determine what constitutes an environmentally friendly product or technology, we have 
established internal guidelines based on ISO14001. Based on this, the target products are listed in red below. 
We define these as products that contribute to the environment. 
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Now, I would like to explain the basic concept of the Group’s growth strategy. Please see page 22. 

As mentioned in the section titled Growth in Chemicals, the Cement business will become equity method 
affiliates from next April. As a result, it will not be included in the consolidated net sales or consolidated 
operating income, so we would like to aim for further growth in the Chemicals business. 

When we are asked what is the significance of our company’s existence, we believe that it is to continue to 
create value based on the strengths of our solid manufacturing capabilities and, in particular, our specialty 
chemical technologies, which have been cultivated over our more than 120 years of history, and to achieve 
sustainable growth as a global company that contributes to global environmental issues, people’s lives and 
health, and a prosperous future society. We will continue to create value based on these strengths, and 
contribute to global environmental issues, human life and health, and an affluent future society. 

Therefore, the direction we should aim for is to promote specialization. We will shift to a business structure 
centered on specialty chemicals, which have a low energy load and are less susceptible to market fluctuations, 
and build a business portfolio that combines resilience and growth potential. 

To this end, we will focus on fine chemicals, including high-performance coating materials, as a business and 
product that will be a particular growth driver. Then there are nylon composites. Polyimide-related products, 
including separation membranes. We would like to fulfill our growth by focusing on these. 

The growth story is to expand the scale of the company globally by focusing management resources on 
specialty chemicals. We will also be more proactive than ever in M&A. We also want to promote growth in 
our core businesses and products and their peripheral areas. 
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In addition, we would like to promote the practical application and research and development of innovative 
technologies and products that contribute to reducing environmental impact and becoming carbon neutral. 

 

Next, on page 23, there is a brief summary of the integration of the Cement business. 

Next April, Japan’s second largest cement manufacturer and distributor will be born. 

As I have already explained to analysts, in 1998, our company and Mitsubishi Materials Corporation 
established Mitsubishi Ube Cement, a company that integrated our sales and logistics divisions, which has 
produced certain benefits, including a significant reduction in logistics costs. 

However, at that time, the end of the 1990s, domestic demand was around 70 million tons. However, in the 
last fiscal year, due in part to the coronavirus crisis, domestic demand fell below 40 million tons for the first 
time since the 1960s, to 38.66 million tons. 

In the midst of such drastic changes in the business environment, both companies have agreed that in order 
to continue to maintain competitiveness, invest management resources in growth areas, and maintain the 
growth cycle, complete integration, including the production division, is necessary. 

As shown here, the expected effects of the integration are to improve efficiency and maximize synergies in 
the entire value chain by optimizing the production system and restructuring the sales and logistics system. 
We hope to realize integration benefits of more than JPY10 billion after FY2025. 

In addition, I believe that we will be able to take further steps toward carbon neutrality by bringing together 
our production technologies, research and development, and especially our technologies that contribute to 
the environment. 
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And after the integration, as a growth strategy, the cash flow generated from the domestic cement business 
will be invested intensively in growth areas. One of the growth areas is the cement and ready-mix concrete 
business overseas, especially in the US, which will be brought in by Mitsubishi. We will also bring our own 
high-quality limestone-based high-performance inorganic materials business, mainly from Ube Materials. We 
would like to actively engage in these activities as well. 

We also hope to achieve sustainable growth as a company that contributes to the development of a recycling-
oriented society. 

 

 

I would like to explain the policy and progress of each business segment, but since there are many different 
businesses, I would like to briefly explain the main points of each business. 

The next page, page 25, begins with the nylon business in the chemicals division. 

The nylon business is largely divided into polymers and composites. Polymers are used for extruded films, 
mainly for food packaging applications. 

In the current business environment, demand is strong even under the coronavirus crisis, due in part to stay-
at-home demand. The strategy of this medium-term management plan was originally to expand the ratio of 
caprolactam self-consumption by increasing the polymerization capacity of nylon and to expand the scale of 
the nylon business. However, due to the deteriorating market conditions, we have changed our policy to 
recover and improve profitability by optimizing the polymerization capacity globally with the existing capacity. 



 
 

 
21 

 

In fiscal 2020, in line with these policy changes, we examined the optimal production system in Asia. In 
conclusion, we decided to remodel the facilities and manufacture value-added products, which are 
copolymerized products used for food packaging here in Thailand. 

In the current fiscal year, we will look at the growing food packaging market in Asia and shift to a 
manufacturing line configuration that meets the requirements of the local market. 

On the other hand, with regard to polymers, we are working on recycling technology for nylon products to 
contribute to a recycling-oriented society, for example, separating nylon and olefin multilayer films and 
reusing them. We are also working on the development of these kinds of technologies. 

 

 

Next, on page 26, you will see the strategy for nylon composites. 

Composites, injection applications used for automotive parts, et cetera. are the main focus. 

Polymers account for a little more than 60% of our nylon business, with composites accounting for the 
remainder, but the market for composites is much larger. In addition, higher profitability can be expected, 
and we will focus on the expansion and promotion of the composites business in order to promote the 
specialization of the nylon business. 

In the current business environment, which is mainly for automotive applications, there was a large drop in 
the first half of FY2020, but since the second half of the year, there has been a rapid recovery, and the 
production and sales of composite products have finally increased compared to the previous year. In addition, 
the supply-demand situation remains tight at present. 
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As a strategy during the medium-term management plan, we have been expanding our production bases for 
composite products, especially overseas, and have been acquiring downstream compounding companies one 
after another, such as Repol in Europe and PCTNA in North America. 

In FY2020, even in the midst of the coronavirus crisis, PCTNA, one of the North American bases, began 
commercial production of UBE nylon composite products. In addition, the recent cold wave in the US, which 
led to the declaration of force majeure for other companies’ products, has also been a tailwind, and the 
evaluation of our products is progressing steadily. 

The picture on the right shows the fuel cell unit of the FCV, MIRAI. Our materials are also used in the high-
pressure hydrogen tank liner of the new MIRAI, as they were in the first generation. In Spain, we have also 
established a production system for grades for hydrogen tank liners for other automobile companies. I would 
like to focus on these points in particular. 

In FY2021, we will further strengthen the marketing function of the Osaka Research and Development Center, 
which we call ORCA, to enhance our ability to develop global markets in Japan, the United States, Europe, and 
Asia. 

 

 

Next, on page 27, is the business strategy for lactam and ammonium sulfate. 

As for the current business environment, demand for caprolactam has been recovering, especially in the 
Chinese market, since bottoming out in September last year. As market conditions are rising and spreads are 
widening, the average spread in the first half of last year was around the mid-USD600 range, and in the second 
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half of last year, it rose to USD800 to USD900, and in FY2021, our plan assumes a lactam spread of USD900. 
In April and May, it has been above USD1,000. 

However, we do not have high expectations for the lactam market. Our strategy for this fiscal year is to 
continue stable operations and cost reduction, and to maintain the competitiveness of the entire chain. 

In addition, this large grain product in ammonium sulfate is positioned by our company as a so-called specialty 
product that supports the cost competitiveness of the lactam chain. 

Particularly in Japan, as the steel industry closes its blast furnaces, large-grain products of ammonium oxime 
sulfate are becoming increasingly valuable. In Thailand and Spain, we are also able to secure large premiums 
of 20% to 30% compared to ordinary products. We will continue to increase the composition of large grain 
ammonium sulfate and plan to increase sales of large grain. 

 

 

The next page, page 28, is about the Fine Chemicals and Industrial Chemicals business. 

First, I would like to talk about fine chemical products in the current business environment. Demand for these 
products also fell sharply in the first half of FY2020, but from the second half of FY2020, demand has been 
generally firm due to the recovery from the impact of coronavirus. As mentioned there, demand for high-
purity DMC is increasing, especially for lithium-ion battery applications in xEVs. 

As a strategy for this mid-term plan, we have positioned the fine Chemicals business, including high 
performance coatings, as the center of our future growth strategy. Therefore, we are hurrying to consider a 
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production base in North America for the global development of the C1 chemical chain, such as DMC, and 
PCD. 

Last year, we conducted a feasibility study to narrow down the production bases, but due to the coronavirus 
crisis and abnormal weather, the study has been delayed. We are hoping to finalize our base by the end of 
this fiscal year. 

As for the Ammonia business, the market has risen to over USD500, but I believe that it will settle down to 
some extent in the future. As the world moves toward carbon neutrality, the market for ammonia will change 
dramatically as ammonia as a fuel, green ammonia or blue ammonia, becomes more popular. I believe that 
the entire market will change drastically because the demand is different by an order of magnitude. 

How we should respond to this. As we conduct various simulations, including the restructuring of the 
ammonia chain business in the Ube area, we would like to set a direction for the future. 

 

 

Next, on page 29, I would like to talk about the high performance coating business. 

In the current business environment, shipments stagnated significantly in the first half of last year due to the 
impact of coronavirus, but the market for waterborne and solventless polyurethane coatings has been steadily 
expanding as the Chinese market recovers. It is a so-called environmentally friendly coating material. PCD, 
PUD, and oxetane, each have a growing market. 

In the last fiscal year, as I explained earlier, we succeeded in the vertical start-up of the PCD facilities in the 
second phase in Thailand. It’s already in full production. This year, we will focus on expanding sales of PCD, 
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especially in the North American market, in anticipation of the establishment of C1 Chemical’s US base in the 
future. 

PUD, polyurethane dispersion, for which we will set up a technical service base in China. We are also planning 
to expand the capacity of our existing plant in Ube. In addition, we would like to consider building new plants 
in Asia in the next medium-term plan. I think it will probably be in Thailand or China, but we would like to start 
looking into it. 

 

 

The next page, page 30, is about the synthetic rubber business. 

As for the current business environment, the synthetic rubber business is mainly used for tires, so the demand 
for tires dropped sharply in the first half of last fiscal year. Although demand has been recovering steadily 
since the second half of the year, spreads continue to be in a difficult condition. 

However, even under these circumstances, our subsidiary in Thailand is posting solid profits. However, in 
Chiba, due to the slump in the price of butadiene, a raw material, the situation has remained severe, and 
profits have not been generated. In FY2021, we are planning to conduct periodic maintenance twice in the 
Chiba area, so we expect that the situation will continue to be difficult, and we will not see a recovery in 
profits until FY2022 or later. 

In this context, at the end of last month, we announced the spin-off of our domestic business. By doing so, 
we hope to strengthen our profitability and quickly rebuild our business. 
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It should be noted that we are not giving up our synthetic rubber business. The position or importance remains 
the same. We will make the company a wholly owned subsidiary as a means to rebuild on our own. 

As a specialized BR manufacturer, we believe that we can continue to secure profitability with differentiated 
specialty grades. In addition to the integration of manufacturing, sales, and technology, we will move flexibly 
in a tripolar fashion to improve management efficiency. Or, by promoting specialization, we would like to 
recover our profitability. 

 

Now let’s move on to the next page, page 31. This is about the polyimide business. 

As stated at the beginning of this report, we are making steady progress in expanding our earnings as an 
actively expanding business. 

In the current business environment, demand for films for 4K and 8K displays, for varnishes for OLEDs, and 
for external sales of raw material monomers is strong, even in the coronavirus crisis. 

During the period of this mid-term plan, we have been aiming to maximize the profits of the entire polyimide 
chain, and as mentioned at the end of the results for FY2020, we have already reached the target for the final 
year of this mid-term plan in FY2020, one year ahead of schedule. 

In order to further expand our business, we made the decision to build a new plant for raw material BPDA last 
year, as I mentioned earlier. It is scheduled to be operational in October 2023. 

In addition to responding to the current expansion of the flexible OLED market and the steady demand for 
COF film, we will continue to develop new products and markets with an eye to the future, such as developing 
markets other than those for displays. 
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Next, I would like to talk about the separation membrane business, which is also a part of the polyimide chain 
because it is a polyimide hollow fiber separation membrane. 

In the current business environment, this is also one of the products that has been most affected by the 
coronavirus crisis. Nitrogen separation membrane for explosion-proof applications in resource systems, or for 
explosion-proof applications in aircraft. This means that demand has exactly evaporated in FY2020. We expect 
a gradual recovery in aviation explosion-proof applications from the second half of FY2021, but the pace will 
be slow. 

On the other hand, with the focus on environmental issues, biogas, the methane enrichment market in North 
America and Europe are expanding or becoming more active. 

In FY2020, as I mentioned earlier, we worked to expand sales in the biogas market and recover from the loss 
of demand for resources and explosion-proof aircraft systems. We believe that there is a lot of room for 
expansion of this business in FY2020 and beyond. Especially in the environmental and energy fields, the 
potential for market expansion is expanding, and we would like to expand this market while strengthening 
our sales structure. 

 



 
 

 
28 

 

 

On the next page, page 33, is the business strategy for separators. 

As you can see from the results for FY2020, there was a temporary sharp drop in demand for automotive 
applications last year due to the coronavirus crisis. As a result, we have not achieved our sales expansion plan 
for both non-coated and coated products, but demand is on a recovery trend from the second half of the fiscal 
year. 

In this context, as I mentioned earlier, we are on schedule to start operation of the new facilities in the 13th 
phase of Sakai by the end of FY2020. We believe that the demand for separators will continue to grow with 
the expansion of the EV and HEV markets, but at the same time, we believe that the market will become more 
difficult due to the growing presence of Chinese players and intensifying price competition. 

Rather than competing in price wars, we would like to strengthen our relationships with customers who place 
importance on functionality, and promote cost reductions by operating new facilities, in order to achieve 
stable expansion in areas where we can firmly take advantage of the merits of the dry process. 
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Next, on page 34, I would like to talk about the pharmaceutical business. 

As you know, our pharmaceutical business consists of both in-house pharmaceuticals, drug discovery research, 
and contract manufacturing, and API manufacturing. In the area of drug discovery research, we are 
strengthening our drug discovery pipeline, and in the area of API manufacturing, we are building a production 
system that meets the needs of the market. 

In FY2020, we filed a New Drug Application, NDA, with the US Food and Drug Administration, FDA, for our in-
house drug, EYBELIS, a glaucoma treatment developed in collaboration with Santen, and started marketing it 
in South Korea and other Asian countries, and promote lifecycle management. 

In API manufacturing, we supply intermediates for Avigan. Although it was a sudden request, we were able to 
manufacture and supply the products as scheduled. 

In the current fiscal year, for drug discovery, will move at an early stage in the drug discovery pipeline. In 
addition, we will complete the construction of our fifth pharmaceutical plant in June, which will be suitable 
for the production of small volume, high potency APIs. We would like to start it up as soon as possible. 
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Next, I would like to talk about the Construction Materials business. In the Construction Materials Division, I 
would first like to talk about the cement and Ready-mixed Concrete business. 

We have talked about this to some extent in the previous section on business integration, so I will touch on it 
briefly. 

In the current business environment, as I mentioned earlier, domestic demand for cement is declining, and it 
will not recover significantly in FY2021, at around 39 million tons. We expect it to remain at the lowest level 
since 1990, continuing from last year. 

As for coal prices, we enjoyed cost benefits last year, but prices have risen since the previous year, so we 
expect the severe environment to continue. 

In terms of our strategy for FY2021, we will continue to promote stable shipments and ongoing cost reduction 
measures. At the same time, we will strive to systematically reduce GHG emissions by installing high-efficiency 
coolers at the Kanda Plant and waste plastic facilities at the Ube Plant. 

However, the biggest challenge for the year is to make steady preparations for the integration with Mitsubishi 
Materials as planned. After the integration, we must make preparations so that synergies can be realized as 
soon as possible. 
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Then, on the next page of the Construction Materials Division, magnesia and calcia, the Energy business. 

The current business environment for magnesia and calcia, whose customers are mainly in the steel and 
automobile industries, was also greatly affected by coronavirus in the last fiscal year. Although the worst is 
over and the economy is on the way to recovery, it still has not reached the level of pre-coronavirus days. 

Our strategy for this fiscal year is to expand our business in magnesia, especially in high value-added products, 
such as high-purity products that Chinese companies cannot produce. And we want to increase the volume 
and recover it. In addition, we will strive to expand sales of neutral solidifiers etc., the market for which is 
expanding. 

Then, in the energy business, we will expand the use of biomass fuel in our IPP power plants. We have our 
own facilities for torrefied pellets and PBT of about 60,000 tons, and we are already in the process of putting 
them into full operation. We would like to consider this overseas production and further expand our biomass 
fuel business. 
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Moving on to the machinery section. On page 37 is the business strategy for molding machines. 

In the current business environment, the Molding Machine business is also linked to capital investment in the 
automobile industry, so it is one of the businesses that has been most affected by coronavirus. Although there 
has been a gradual recovery trend since the second half of the year, the situation continues to be difficult. 

At the same time, the need for lighter vehicles and EVs is increasing. We will develop products that meet these 
needs. In addition, since the market is expanding overseas rather than domestically, we will expand overseas 
sales and further enhance our global service network. This has been our strategy during this mid-term plan. 

Last fiscal year, as I explained earlier, we completely integrated the injection molding machine business of the 
former Mitsubishi Heavy Industries. We hope that the effects of this integration will enable us to steadily 
develop and launch new models, and establish an optimal production system. 

Capital investment will gradually recover this year. In order to capture this recovery demand, we would like 
to strengthen our cost competitiveness and shorten our lead time. 
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Another strategy of the Machinery Division is the Industrial Machinery business. 

In the current business environment, demand is recovering, but not to the extent of capital investment, so 
there is still a tendency to postpone investment projects or reduce budgets. On the other hand, the market 
for environmental equipment is becoming more and more active toward the realization of carbon neutrality. 

In FY2020, we took over the chemical equipment business from Hitachi Plant Mechanics. This fiscal year, we 
would like to make this contribution to earnings, and as I mentioned earlier, we would like to create products 
that contribute to the environment and product development themes that contribute to carbon neutrality. 
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Lastly, I would like to say a few words about shareholder returns. Page 40. 

With regard to shareholder return, we set two indicators when we announced the current medium-term 
management plan. 

One is, as in the past, a consolidated total return ratio of 30% or more. We also added a new indicator, DOE, 
which is the dividend on equity ratio of at least 2.5%. These indicators are designed to ensure not only profit 
and loss for the year, but also stable dividends. 

In addition to the dividend of JPY90 per share as mentioned earlier, we will repurchase JPY10 billion of our 
own shares as announced recently. This is how we plan to return profits to our shareholders. 

For FY2021, we expect to pay a dividend of JPY90 per share, the same amount as in FY2020, based on a 
comprehensive assessment of the shareholder return policy I have just explained and the current level of 
profits. 

Based on this capital adequacy and the cash flow situation I mentioned earlier, we would like to maintain a 
good balance between investments for growth and shareholder returns. 

That’s all from me. Thank you very much. 

Moderator: Thank you.  
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Question & Answer 

 

Moderator: We will now begin the question and answer session. 

 

Questioner A: Thank you very much for your explanation. Let me ask two questions. 

The first point is capital investment. The results have fallen behind the mid-term plan this time and have not 
reached it. You mentioned that the investment in strategic businesses in particular has been delayed, and I 
would like to ask you what exactly is the reason for the delay in investment here. 

Also, on another page, I didn’t see the name of separators listed as one of the key products for the future, but 
I guess it was excluded from the key products because of its stable growth. Let me first make sure about this. 

Izumihara: First of all, as I explained earlier, the amount of capital investment has decreased from the initial 
investment plan, but this is mainly due to investments in active growth businesses, especially those that we 
had hoped to expand in line with market expansion. However, the main reason for the decrease is that we 
were unable to do so because the market was not ready for it, even if we wanted to. 

In particular, we expected to increase the capacity of the separator. Initially, we thought that we would have 
to make more and more capital investments every year during this period, but due to the economic slowdown 
and the coronavirus crisis, we were not able to make that assumption, and this is why there is a big difference 
in the amount of capital investments. 

Also, as I explained earlier about the strategy of the separator business, we are sure that the volume will 
continue to grow, but on the other hand, we are not sure if we can continue to be a profitable business. In 
our view, this is a very difficult situation that will continue. 

Therefore, we do not want to unnecessarily chase volume or market share, but rather we want to steadily 
earn money in areas where we can make a profit. In that sense, as you mentioned earlier, separators are not 
included in the growth businesses that we will focus on in the future, but it will still be a business that we will 
expand. 

However, I would like you to understand that it is not as rapid as we had previously thought, as Questioner A 
mentioned earlier. 

In any case, we would like to keep up with the cost of this separator business and maintain a certain position, 
but we are not looking to grow by making more and more capital investments and pursuing higher and higher 
volumes. 

Questioner A: Thank you very much. I would like to briefly confirm the strategy of the separator, although it 
has been explained that the dry type for hybrid has more characteristics. In terms of EVs, it has been said for 
a long time that the wet type is better, but what measures do you think will be taken to capture the EV market 
or how will your strengths be demonstrated? 

Izumihara: There are characteristics among the various dry methods. There are various characteristics to 
ensure high power output, or to maintain safety. 
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Under such circumstances, among these EVs, our strengths can be demonstrated in these characteristics, or 
the wet type is more superior in these characteristics. We will focus on those areas where we can take 
advantage of our strengths, or where we can make the most of our models. I think it’s a matter of how we 
determine what we need to do and how we can segment them. 

Questioner A: Thank you very much. The second point is about CO2. In terms of CO2 emissions, construction 
materials account for roughly two thirds of your company’s CO2 emissions, while chemicals account for one 
third. I understand that ammonia is a fairly large part of the chemicals. 

Technically, the production of construction materials will be separated to JV, but you mentioned earlier that 
you are aiming for more than JPY10 billion in synergy effects when the production is separated. In terms of 
the future strategy, it is more relevant to Mitsubishi Materials Corporation, but the cement business in the 
US was expanded, and there is a risk of a considerable increase in terms of CO2 rather than synergy. 

I would like to ask you to confirm whether there is any possibility that the JPY10 billion in synergies will be 
eaten up by a form of reverse synergy although this is not a good way to put it. 

There is also ammonia in the chemicals. This was released the other day, and you mentioned that you are 
working on ammonia fuel for ships. Will they import green or blue ammonia, or will you initially supply the 
gray ammonia that is currently produced in Japan? Please tell me about this. 

Izumihara: First of all, as I mentioned earlier, how to respond to environmental issues in the cement sector in 
the future is something that should be thoroughly discussed in the new integrated company. 

In the new integrated company, responding to global environmental issues at the same time as future growth 
strategies will be a major issue. Naturally, this will be a major issue for cement companies, and the industry 
as a whole will have to make efforts in the direction of carbon neutrality. I believe that this goal is the same. 

However, the question is how much environmental investment will be required for the cement business in 
relation to this, and whether this will greatly reduce the benefits of integration. This is something that needs 
to be discussed in various future studies. 

It is also a problem for the entire cement industry. Cement can no longer avoid CO2 from process origins, so 
if there is no major innovation at this point, it will be very difficult to reduce this CO2. If we have to bear the 
burden of CO2 emissions throughout such entire lifecycle, how we should bear it throughout the value chain. 
I think that the issue of cost burden will also come up. 

I believe that this is a problem that cannot be solved by a single cement company, but in any case, although 
it is not counted in our accounts, I think we have to look at it carefully within our own scope. I don’t see it as 
irrelevant because it is not consolidated. 

Therefore, this will be discussed within the new integrated company, and we will have to think about how 
much capital investment we will have to make and how much we will have to pay for it. 

As for ammonia, which is used as fuel for ships, for the time being, we are using our current ammonia. 
Therefore, we will first supply ammonia that is not green or blue, and then participate in future business 
possibilities and efforts to implement it in society. So, at this point, we are not responsible for the supply of 
these products, but rather for bringing them from outside. 

Questioner A: Understood. However, if the market expands by handling ammonia as such fuel in the future, 
are you considering changing your current ammonia production to green or blue ammonia from outside? Is 
this a part of your long-term vision? 
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Izumihara: As I explained earlier, the demand for green and blue ammonia will change by an order of 
magnitude as they become more widely used. Even if the co-firing application is only 20% at most, it is said 
that 3 million tons of 20% co-firing application will be needed by 2030, and 30 million tons by 2050. The 
current domestic demand for ammonia is about 1 million tons, so the order of magnitude is changing. 

Therefore, as I mentioned earlier, I believe that the market environment for ammonia business will completely 
change. In response to this, I would like to know if it is possible to conduct business using our existing 
knowledge in areas such as logistics. 

This will involve running various simulations to explore the possibilities. In order to pursue this possibility, we 
are going to participate in these specific movements together and work on them. We are currently the top 
manufacturer of ammonia, so we are trying to find out what we can do through this kind of project. 

Questioner A: Understood. That is all. Thank you very much. 

 

Questioner B: I also have two questions. 

You talked about carbon neutrality just now, so I would like to ask about it as well. 

I understand the concept of carbon neutrality, the promotion of specialization, the reduction of carbon 
emissions from business activities, the reduction of CO2 emissions, and the creation of various high value-
added products. 

Your company has extensive knowledge of C1 chemicals, and has an efficient production system for ammonia. 
How can you effectively utilize the existing intellectual property of bulk processes, especially those that emit 
a lot of carbon dioxide, to help other companies achieve carbon neutrality and benefit your company? 

If it is sold at a bargain price, the boomerang effect may have an adverse effect on your business base in the 
long run. I would like to see you make a profit from this kind of business and contribute to increasing 
shareholder value, but how will you utilize such intellectual property? Even if you don’t do it yourself, please 
let me know your thoughts on how to use it effectively. 

Izumihara: Our existing technologies, especially C1 and other carbon-based technologies and products. We 
may not need this technology in the future, but how we can utilize it in society as a whole, and how we can 
respond if it is used in a way that is not entirely optimal. 

I would like to make a decision based on handling of various kinds of intellectual property. This is especially 
true for the C1 chemical IP that Questioner B mentioned. Even if we don’t deal with it ourselves, we believe 
that there are other businesses that can use it more effectively and in a better way for the global environment 
as a whole. 

This is exactly the reason why we are engaged in a certain amount of licensing business using our C1 chemical 
technology, especially in China. I think you are right about the various points that need to be considered, 
especially when considering the global environment as a whole, as Questioner B mentioned. 

How we can incorporate our C1 chemical technology, which is one of our particular strengths, as a carbon-
cycling technology. We would like to keep this in mind as we develop our individual businesses, so I will also 
keep your comment in mind. 

Questioner B: I sincerely hope that other companies will also make effective use of the IP, and that your 
company will be able to earn a reasonable profit from it, which will benefit the shareholders. 
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Izumihara: I understood. Thank you very much. 

Questioner B: This is the second point. You mentioned ammonia earlier, and I would like to confirm two points 
related to this. 

For one thing, according to my estimate, ammonia-related emissions account for roughly 20% of the total 
GHG emissions of the global chemical industry. So, although ammonia is a very large GHG emitter in the 
chemical industry, it is only about 1% of the global GHG. 

It is true that there is a possibility of an explosive increase in ammonia production capacity, but when that 
happens, what do you think will happen to the competitiveness of small and medium-sized ammonia 
production capacity of 500,000 tons, since even your company scale is a small and medium-sized company 
when viewed on a global scale? 

If the current mindset of demonizing coal becomes widespread, demand for coal, which accounts for 27% of 
the world’s primary energy, will be drastically reduced, and then something will have to be done to fill the 
gap. I think there is a risk of a major shortage of crude oil, which could lead to a major increase in raw material 
and fuel prices. 

With that in mind, your company is now using coke, and is not much affected by fluctuations in raw material 
and fuel prices. However, what are your thoughts on the risk of large fluctuations in the relative value of raw 
material and fuel prices when you change your corporate structure, including carbon neutrality in the long 
term? 

Izumihara: The reason why I dared to say something about the ammonia business earlier is that we are also 
aware of such a major problem. As you say, the production of ammonia as a fuel will increase rapidly. Naturally, 
the increasing amount of ammonia will have to be blue or green ammonia to counter global warming, so more 
and more of such things are being added. 

However, there are concerns about whether this will really increase the number of things that are truly cost 
viable. However, as the whole world is now competing with each other for technological innovation in carbon 
neutrality, blue ammonia in the form of CCUS, or green ammonia that comes completely from renewable 
energy sources, for example, may become cost effective. 

If this happens, I think it will be extremely difficult for our ammonia business based on petcoke to survive. 
Based on this premise, how far we should go in the ammonia business is a major issue for us. 

So at some point, we have to make a decision about that. Of course, as Questioner B just said, if we really 
demonize coal in the world as a whole and eliminate such coal energy, whether it will be viable as a whole. 
Regarding what happens to the energy cost as a whole, I think you are right. 

Even so, how a single business company responds to the global trend will depend on how far we really want 
to go in the ammonia business in the future. 

Especially in the Ube area, the entire ammonia chain is organically linked to some extent. When we consider 
ammonia as a basic business, we will have to make a judgment at some stage about the future of the business, 
and at the same time, we will have to decide whether we really want to continue the ammonia business, given 
the direction we have set to focus on specialties. 

Or, whether we should secure such capacity-light supplies from outside and establish a system to supply them 
in Japan. I’m sure there are many ways to think about it. As I explained earlier, we have been running various 
simulations for a long time. 
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In that sense, I think we are getting closer and closer to the time when we need to make a decision, and I 
would like to work on that in the future. It is as I explained earlier. 

Questioner B: I understood. The reason why I am asking this is because the technology is not yet solidified 
and the strategies of various countries are not yet finalized, and I personally think that if you make a hasty 
investment, it is likely to be a big waste of money. 

In terms of measurement, energy-derived substances are measured in Scope 1 and Scope 2, but purchased 
chemical substances are not measured. So, we still don’t know which way ammonia will go, so I really don’t 
want you to do it too quickly without such a framework. We would like you to maximize the profits of your 
shareholders. 

Izumihara: Yes. I understood. Thank you very much. 

Questioner B: Thank you very much. Goodbye. 

 

Questioner C: Thank you. 

The first point is polyimide, and I’m referring to page 31. I think the pace of progress for films in FY2020 was 
better than the full-year plan. I believe this is better than the target for FY2025, so I would like to know where 
the deviation comes from in this area. 

Also, the progress in areas other than film seems to be a little slow, but what kind of progress is actually being 
made? Please divide the contents into film and others. Thank you. 

Izumihara: In terms of film, single-sided COF film was particularly strong in FY2020, mainly for display 
applications. This may be related to stay-at-home demand, but display applications for LCD and OLED were 
also strong. 

Particularly in FY2020, the volume of some double-sided COFs, which we had expected to decrease slightly, 
exceeded our expectations. These areas have led to a higher-than-expected growth in film. 

Overall, I believe that demand for films, including those for FPCs, will remain strong in the future, but I wonder 
if it was too good in FY2020 in the overall sales composition. 

Varnishes, on the other hand, are steadily growing in line with the assumptions made in the mid-term plan. 
Therefore, I believe that varnishes, especially those for the flexible OLED market, will also continue to grow 
steadily. 

A slight concern is how this will affect the demand for flexible OLEDs, as semiconductors are not readily 
available. Although there will be some impact, overall, the number of films, varnishes, and polyimide related 
products, as well as polyimide products made by other companies using our BPDA monomer in various ways, 
is increasing. Therefore, including the external sales of raw material monomers, we believe that we will be 
able to steadily increase business profits for the polyimide family as a whole. 

The film you mentioned earlier is doing well, and I don’t feel that the varnish is lagging behind. I’m sure it will 
be growing steadily. 

Questioner C: Could you please add one point to the last part of the BPDA? I thought that the fact that other 
companies use BPDA might mean that your company can also make modified polyimide by adding different 
acid anhydrides. Please tell me what you think of this. 
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Izumihara: As you said, our basic idea is to increase the number of BPDAs that we consume ourselves, but 
there are also applications that we cannot do ourselves, and customers can make good use of various 
characteristics. So, in a sense, we are not necessarily thinking of incorporating all of them into our products. 

We would like to make steady progress in the areas in which we are strong. We would like to make a decision 
based on what kind of position we can take in the technology and in the various value chains. 

Questioner C: My second question is about the capital investment in the medium-term plan on page 13. 

Construction materials. This is the total amount for the three years. This is probably more in the current three-
year forecast than in the original medium-term plan. I think the figure for FY2021 accounts for about half of 
the three-year forecast, so I have the impression that you will be investing quite a bit in construction materials. 
If you could, please explain how you are investing more in these areas than you originally thought. 

I don’t know if this will be one of them, but I think you mentioned torrefied pellets on some page earlier. This 
is not limited to the three-year period, but please tell us how promising you think torrefied pellets are from a 
medium- to long-term perspective. 

Izumihara: Compared to the core businesses, investment in construction materials will be mainly for stable 
operation, rationalization, and cost reduction. This is a form of doing what needs to be done without being 
particularly affected by changes in the economy, so there has been no decrease. 

Basically, we are not aware that we are investing more than planned here. 

As for the torrefied pellets that you mentioned earlier, we are currently co-firing about 15% of the torrefied 
pellets in our IPP facilities to get the benefits of FIT. 

Since these torrefied pellets can be handled in exactly the same way as coal, I think it would be a big advantage 
for electric power companies that use coal-fired power to switch to this biomass fuel, using their existing 
material handling facilities as they are. 

Therefore, we would like to expand this fuel biomass business in the future, and the 60,000 ton demonstration 
facility in Ube is currently in full operation. Now, white pellets are imported and carbonized in Japan, but this 
process itself will be done overseas. That is exactly why we are considering overseas production. 

We believe that this is one of the biggest opportunities for the energy business division to take in the midst 
of these headwinds for coal. The further expansion of the biomass fuel business is a major theme for the 
energy business, and this kind of business for coal is in a difficult situation. We would like to develop this 
business into a business that can replace this to some extent. 

Questioner C: I understood very well. Thank you very much. 

Izumihara: Thank you very much. 

Moderator: Thank you. We received a few more questions, but since the time is up, we will conclude the 
question and answer session. 

Lastly, President Izumihara, please give us a few words. 

Izumihara: Thank you very much for taking time out of your busy schedule to join us today. 

I think there are some parts that I couldn’t answer sufficiently during the question and answer session. We 
would like you to ask your questions through various interviews with our IR department. 
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We would like to disclose as much information as possible, and in particular, we would like to proactively 
provide information so that people can have a clear understanding of our future growth strategy. 

We appreciate your continuous support. Thank you very much for today. 

Moderator: This concludes the management overview briefing. Thank you very much for your participation. 

[END] 

______________ 

 


