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Presentation 

 

Chikumoto: Good afternoon. I am Chikumoto, President and CEO of Mitsubishi Chemical Group. Thank you 
very much for joining us for today for earnings call. Our CFO, Kida, will provide more detailed explanations 
later.  

For FY2025 results, core operating income is down 2% to JPY225billion. However, due to the substantial 
amount of nonrecurring items totaling JPY194.9 billion, operating income declined 79% to JPY30.1 billion, and 
the profit attributable to owners of the parent fell 74% to JPY11.8 billion, resulting in an extremely challenging 
result. However, these results reflect our strong determination to fully carry out what must be done by FY2025. 

For the Company’s future growth, as a result, we made decisive structural reforms such as essential 
sustainable growth, the withdrawal of the coke and carbon materials business, restructuring in Western Japan, 
dissolution of overseas MMA joint ventures and voluntary retirement and the next stage support program. 

We also almost completed to recognize major impairment losses associated with the structural reform within 
the FY2025. 

On the other hand, in our Soarnol business, which is one of the Company’s growth drivers, we recorded 
substantial impairment loss of approximately JPY30 billion following the review of the planned construction 
in the UK. Furthermore, FY2025 results fell short of our previous forecast. We take these matters very 
seriously. 

We would like to sincerely apologize to our shareholders and all our stakeholders for the concerns that we 
have caused you. We recognize that this is quite exceptional in nature. At this point, similar impairment risks 
have not materialized in any of our other investment projects. 

Going forward, management will implement even stricter oversight and monitoring than before to ensure the 
investment plans progress as scheduled. In addition, with regard to this matter, we determined that it was 
necessary to take responsibility for a failure to uphold the three principles of disciplined business 
management that we had pledged. Accordingly, Chikumoto, the President and CEO; and Egawa, the 
Management Executive Officer responsible for the Sano business is going to have a 20% voluntary decline in 
compensation for six months 

 In 2026, while continuing to pursue structural reform and cost reductions, we expect significant growth in 
the Specialty Materials business. 

In Germany and in Europe, we have commenced operations of a large-scale investment project for the 
polyester film business, and it will contribute earning contribution. 

In the semiconductor and battery business, we expect to continue to expect existing businesses such as 
synthesized quartz and precision cleaning for semiconductors and anode materials, along with significant 
growth in the new projects. 

In the carbon fiber business, operations will begin in full scale for existing mobility application, but also 
business related to robot taxis and new types of mobility solutions. 

In addition, we have aerospace industry to bear fruit. By capturing steady growth in the Specialty Materials 
businesses, the core operating income will increase substantially and operating income and profit attributable 
to owners of the parent in FY2026. 
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We need to continue to closely monitor uncertainties in the external environment, including the one in Middle 
East, and we will carefully assess the potential impact. 

CFO, Kida will provide a more detailed explanation on this point later. A detailed explanation of the growth 
strategy for each business will be provided at the investor briefing on May 25. 

 

 

Kida: I would like to summarize the results of FY2025. 

Business conditions in Specialty Materials remained generally solid. However, MMA and Basic Materials and 
Polymers continue to face challenging conditions and market is soft. Since March, uncertainty has also 
increased due to the rising geopolitical risks, particularly in the Middle East. Core operating income in the 
chemicals segment was positive JPY24.3 billion. In addition to earnings growth, driven mainly by improved 
margins and higher volumes in Specialty Materials, we also benefited from better margins and cost reductions 
resulting from structural reform in the coke business. 

On the other hand, worsening MMA monomer market conditions, together with the impairment loss related 
to Soarnol assets in the UK had a significant impact, resulting in a 43% decline YoY, supported by solid 
performance in industrial gases. However, the Group as a whole limited the decline to 2% YoY. Profit 
attributable owners of the parent decreased 74% YoY. Although we recorded gains related to the transfer of 
Mitsubishi Tanabe Pharma, this was outweighed by losses associated with the decline to withdraw from the 
coke and carbon material businesses as well as special retirement payment related to the next stage support 
program at Mitsubishi Chemical Corporation.  

Now, let me go to 2026. The core operating income is expected to be JPY305 billion. Core operating income 
in the chemicals segment is expected to increase JPY75.7 billion YoY to JPY100 billion. This reflects higher sales 
volume across products in specialty chemicals, continued cost reduction and recovery in MMA monomer 
market conditions. Industrial Gas is expected to be solid. Core operating income is projected to be JPY4.3 
billion YoY to JPY205 billion, but this does not include the Middle East impact. 
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Profit attributable owners of the parent is forecasted to increase JPY115.2 billion YoY to JPY127 billion 
compared with the previous year when we recorded substantial nonrecurring losses related to asset 
optimization. 

Asset for shareholder returns, we forecast a dividend of JPY60 per share and annual dividend of JPY32 per 
share. We will thoroughly implement measures based on the three principles of disciplined business 
management, further concentrate management resources on next-generation and growth driver businesses 
and steadily execute initiative for the chemicals segment. 

 

I will explain the results for the fiscal year ended March 2026. The average exchange rate for the full year was 
JPY151.1 per US dollar, representing a 1% appreciation of the yen YoY. The naphtha price was JPY65,200, 
down 14% from the previous fiscal year. 

Sales revenue was JPY3.704 trillion, a decrease of JPY243.6 billion YoY. The main factors were JPY109 billion 
decrease in sales price, JPY106 billion decrease in volume, JPY66 billion decrease from business restructuring, 
and a positive JPY 37 billion impact from foreign exchange rates.  

Core operating income was JPY225 billion, down JPY3.8 billion from the previous fiscal year. This fell below 
our October full year forecast of JPY250 billion, primarily due to the JPY30.3 billion impairment loss following 
the review of our or investment plan in the United Kingdom. 

Special items amounted to negative JPY194.9 billion, worsening by JPY107.7 billion YoY. Operating income 
was JPY30.1 billion. 

Income before taxes was JPY0.7 billion, and net income from discontinued operation was JPY94.8 billion, 
including gains from the transfer of Mitsubishi Tanaba and Pharma Corporation. 

Net income attributable to owners of the parent was JPY11.8 billion, down JPY33.2 billion YoY.  
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Next, I will explain the sales revenue and core operating income by business segment. In the chemicals 
business overall, sales revenue decreased 11%, and profit decreased 43% YoY. 

Sales revenue decreased by JPY295 billion due mainly to business divestitures resulting from steady progress 
in structural reforms as well as declines in market prices and raw material prices. 

Core operating income was supported by solid performance in Specialty Materials, while carbon products 
steadily improved. However, for the chemicals business overall, profit decreased by JPY18.4 billion due mainly 
to the deterioration of the MMA monomer market and the recognition of impairment losses on Soarnol-
related fixed assets. Details for each segment will be explained on the following pages. Industrial Gases 
showed steady progress with revenue up 4% and income up 8% YoY. 
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Here is the breakdown of the JPY3.8 billion YoY decrease in core operating income. The price gap was a 
negative JPY26.6 billion. While price gap in MMA and Derivatives deteriorated significantly due to falling 
market prices, Specialty Materials maintained and improved selling prices, and price gap improved for 
polyolefins and carbon products in Basic Materials and polymers. Volume was positive JPY4.1 billion. 

While demand in Europe and the US was generally weak, particularly in Industrial Gases, sales of carbon fiber 
composite parts mainly for robot axis increased. Cost reduction contributed to a positive JPY62.2 billion with 
both industrial gases and chemicals accumulating savings across their respective businesses. Others resulted 
in a negative JPY43.5 billion. This includes impairment losses on [inaudible]-related fixed assets in U.K. and 
higher costs associated with inflation. 
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Now, I will provide details by segment. Core operating income for Specialty Materials increased by JPY8.4 
billion YoY. The price gap improved by JPY8.1 billion. 

Advanced films and polymers and advanced solutions saw price gap improvement by maintaining or raising 
prices for semiconductor-related and other products. The volume gap contributed a positive JPY15.5 billion. 
In advanced solutions, semiconductor-related businesses, particularly precision cleaning services, saw higher 
sales volumes, but volume was negatively impacted by lower demand for EV electrolytes, mainly in Europe 
and the US. 

Advanced composites and shapes, volume improved due to increased sales of high-performance engineering 
plastics for semiconductor manufacturing equipment and carbon fiber composite parts mainly for robotaxis.  

Cost reductions added JPY13.8 billion through structural reforms in businesses and rationalization impact 
from production base optimization. The negative JPY29 billion in others was due to the asset impairment loss 
in the UK and inflation-driven costs. 
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MMA and Derivatives saw a decrease in core operating income of JPY37.2 billion. The price gap deteriorated 
by JPY40.3 billion. While the price gap in coating and additives improved, the MMA monomer market fell 
sharply, narrowing spreads. 

 

Basic Materials and polymers narrowed its loss by JPY10.4 billion. The price gap was JPY11.4 billion. In 
Materials and Polymers, profit improved due to the timing lag in polyolefin sales price adjustments and the 
ability to maintain sales prices at a relatively high level during the decline in naphtha prices 
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 In the carbon business as well, the price gap improved YoY as the reduction of production capacity in Kagawa 
was completed and loss-making transactions based on market prices were reduced. Cost reductions added 
JPY7.1 billion, primarily from structural reforms in carbon business. The negative JPY9 billion in others reflects 
impairment losses on ethylene oxide and glycol manufacturing equipment, along with poor inventory 
valuation in Materials and Polymers. 

 

Core operating income in Industrial Gases increased JPY14.6 billion YoY, although earnings margins were 
negatively impacted by higher electricity costs in the United States, and sales volumes declined mainly in 
Europe and North America. Earnings increased due to cost reductions driven by productivity improvement 
initiatives across each region. 
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Next, specialty items. Total non-specialty items for the full year amounted to negative JPY194.9 billion. 

In Q4, we recognized an additional JPY122.6 billion in specialty item losses. In Q4, we recorded a number of 
expenses, including JPY59.2 billion in restructuring provisions, JPY30.6 billion in impairment losses, and 
JPY15.8 billion in specialty retirement payment. These expenses mainly resulted from the promotion of 
various structural reform measures, including the withdrawal from the coke and carbon material business. 

Although the full-year total reached to a substantial amount of JPY194.9 billion, we believe these structural 
reforms were necessary to support growth from 2026 and onward. 
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Let me explain the cash flow. The operating cash flow totaled to inflow of JPY436.3 billion. Cash flow from 
operating receivables and payables was an outflow of JPY16.3 billion, mainly due to a decline in trade payables 
resulted from the lower naphtha prices. 

Investing cash flows resulted in an inflow of JPY124.5 billion. 

Cash flow-related Capex was outflow of JPY292.1 billion. Growth investment projects in Specialty Materials 
continue to progress, including capacity expansion for carbon fiber composites in Italy and capacity expansion 
of Soarnol in the UK for barrier packaging appreciation applications. Cash flow from asset sales was positive 
JPY541.6 billion. As a part of the ongoing portfolio review, we recorded proceeds from sales of shares in 
affiliates, mainly Mitsubishi Tanabe Pharma as well as proceeds from the sales of cross shareholdings and 
strategic holding. 

Other investment of financial activities resulted in an outflow of JPY125 billion. This includes expenditures 
related to the acquisition of subsidiaries in Australia and New Zealand Industrial Gases segments. 

As a result, free cash flow was positive JPY560.8 billion. 

Financial cash flow was outflow of JPY375.2 billion, mainly due to debt repayment and dividend payments 
and share buyback. 
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Next is the consolidated statement. Total assets were JPY5,876.6 billion, down JPY18 billion from the end of 
previous fiscal year. This mainly reflects a decrease of approximately JPY630 billion due to the business 
restructuring centered on the sales of the MTPC. 

On the other hand, assets increased due to cash proceeds remaining on hand at the end of March from the 
MTPC sale as well as the impact of foreign exchange movement. 

Netting these factors, total assets reduced to approximately JPY18 billion overall. Net increase interest-
bearing debt decreased to JPY387.5 billion from the end of the previous year, and the net D/E ratio, debt-to-
equity ratio improved significantly to 0.83 from 1.06 at the end of the last year. 
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This page provides additional details on the changes in core operating income from Q3 to Q4. Cash operating 
income in Q4 was JPY39.4 billion, down JPY20.1 billion from Q3. 

Specialty Materials recorded a loss of JPY12.9 billion in Q4, a decline of JPY25 billion from the JPY12.1 billion 
of profit recorded in Q3. Although results benefited from the end of winter holiday impact in Europe and 
North America, improved performance in the composite parts business, mainly for robotaxis and 
rationalization efforts and effects from the partial suspension of general-purpose carbon fiber production 
lines, earnings declined significantly due to the impairment losses related to Soarnol assets. 

MMA and Derivatives recorded a loss of JPY3.1 billion in Q4, largely unchanged from JPY2.6 billion in Q3. 

Basic Materials and Polymers recorded a loss of JPY1.3 billion in Q4, a decline of JPY0.8 billion from the JPY0.5 
billion loss in Q3. 

In Carbon, earnings returned to profitability due to improvement in inventory valuation gains and losses.  

On the other hand, Materials and Polymers losses widened mainly due to impairment losses related to 
ethylene oxide and ethylene glycol production facilities. 

Industrial Gases increased from JPY51.4 billion in Q3 to JPY56.3 billion. In Q4, an improvement of JPY4.9 billion, 
driven by pricing management and productivity improvement initiatives. 
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Under our current medium-term management plan, we have set the three principles of disciplined business 
management to improve profitability, chemical business, pricing discipline, investment discipline, and asset 
optimization. 

In FY2025, the impact of measures based on these three principles of disciplined management amounted to 
JPY58 billion. The impact of pricing discipline was JPY29 billion. 

In carbon, this was driven by reducing loss-making export sales and shifting to cost-linked pricing formulas. 

In MMA, the expansion of cost-linked pricing formulas also contributed to the improvement. 

In other businesses as well, price increase initiatives were promoted mainly in Specialty Materials, resulting 
in a full-year impact of JPY29 billion. 

Asset optimization delivered an effect of JPY29 billion. This was driven by cost reductions from capacity 
reductions in carbon business as well as a number of structural reforms across businesses, including the 
withdrawal from unprofitable operations. 

Regarding the selection of concentration in chemicals business, we have made decisive equivalent to 
approximately JPY490 billion over the past two years against the JPY400 billion targeted for the business 
restructuring and investment and divestment set out in the medium-term management plan, thereby 
establishing a foundation of growth. 
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Next, I will discuss the full-year forecast for the fiscal year ending March 2027. Before the forecast details, I 
will explain the changes in reporting segments. Following the reorganization on April 1, 2026, our reporting 
segments will change from the fiscal year ending March 2027, as shown on the slide. 

Specialty Materials will be divided into five segments: films and Performance Materials, Composites and 
Shapes, Information Electronics, Polymer Compounds, and Water and nfrastructure. 

Films and Performance Materials mainly consists of businesses formerly under Advanced Films and Polymers. 

Composites and Shapes mainly includes businesses from the former Advanced Composites and Shapes.  

Information Electronics focuses on semiconductor and battery and electronics businesses previously in 
Advanced Solutions. 

Polymer Compounds combines performance polymers previously included in Advanced Films and Polymers 
with engineering plastics and polypropylene compounds from the Materials and Polymers. 

Water and Infrastructure includes water and environmental and infrastructure businesses from the former 
Advanced Solutions. 

MMA and Derivatives remains largely unchanged and mainly consists of businesses previously included in 
MMA and Derivatives. 

Basic Materials mainly consists of businesses from the former Basic Materials and Polymers. 

We reorganized these groups to enable management to more directly oversee each business and achieve the 
goals of KAITEKI Vision 35 and our midterm management plan. We apologize for any conveniences to investors 
and analysts and appreciate your understanding. 
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I will now present the full-year forecast for the fiscal year ending March 31, 2027. Our forecast assumes an 
exchange rate of JPY150 to the US dollar and naphtha price of JPY63,000. 

Sales revenue is forecast at JPY3.8 trillion, an increase of JPY96 billion from FY2025. 

Core operating income is expected to reach JPY305 billion, up JPY80 billion. Operating income is forecast at 
JPY300 billion. 

Income before tax is at JPY270 billion and net income from continuing operations at JPY200 billion. 

Net income attributable to owners of the parent is expected to be JPY227 billion, an increase of JPY115.2 
billion. 

This forecast does not include the impact of Middle East tensions such as the potential closure of the Strait of 
Hormuz. If the current situation persists through September, we estimate a downside impact of approximately 
JPY18 billion on forecast core operating income for the FY2026. 
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In FY2026, we expect the benefits from the measures based on the three disciplined approaches and business 
operations to be JPY48 billion. As part of our pricing policy, we will continue promoting price increases 
centered on Specialty Materials. Regarding investment benefits, we expect profit contributions from the full-
scale shipment of carbon fiber composite parts for robotaxis. As for asset optimization, we expect benefits 
from fixed cost reduction through the next support program implemented in FY2025 as well as from our 
continued efforts to promote cost reductions and structural reforms in each business. 

 

Here is the forecast by business segment. 
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Specialty Materials will be affected by higher costs associated with inflation, we expect increased sales and 
business position as growth drivers, including polyester film for MLCCs, for barrier packaging applications, 
semiconductor-related businesses and composite parts mainly for robotaxis in addition to the absence of 
impairment losses on so-related fixed assets. 

MMA and Derivatives is expected to turn profitable through higher volume and a gradual recovery in the 
MMA monomer market. 

In Basic Materials, the price gap is expected to deteriorate due to timing differences in polyolefin price 
revisions. 

Losses are expected to narrow due to improvements in inventory valuation gains and losses and the absence 
of impairment losses on ethylene oxide and ethylene glycol products and facilities. 

Industrial Gas is forecast to grow profits through pricing management and productivity improvement 
initiatives. 

 

I will now discuss the dividend forecast. The forecast year-end dividend per share for FY2025 remains 
unchanged at JPY16 and is scheduled to be resolved at the Board of Directors meeting on May 20. Regarding 
the dividend forecast for FY2026, we plan to set both the interim and the year-end dividends at JPY16 per 
share, the same amount as the year-end dividend for FY2025. As a result, the forecast for the annual dividend 
for FY2026 is JPY32 per share. 

This concludes my presentation. 
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Question & Answer 

 

Watabe [Q]: I’d like to ask about the JPY18 billion negative impact cited as a result of the situation in the 
Middle East. Does this figure include, on a net basis, items such as inventory valuation gains resulting from 
rising raw material prices? Additionally, in terms of direct impacts, in addition to the current situation at 
SAMAC, there have been reports on trends in Thai raw materials and domestic naphtha. Could you please 
explain in a bit more detail the impact of the situation in the Middle East, including procurement aspects—
such as overseas raw materials and auxiliary materials—as well as the effects on SAMAC and inventory 
valuation? 

Kida [A]: I will explain the JPY18 billion negative impact. First, regarding the impact from inventory receipts 
and shipments mentioned in your question, this is partially included. However, based on our assessment, we 
do not anticipate a significant direct increase in naphtha procurement costs that we would be unable to pass 
on to customers. Furthermore, we do not view the situation as critical to the point where procuring naphtha 
itself would become significantly difficult. 

The primary cause of the negative impact we are currently forecasting is indirect effects stemming from the 
supply chain. Specifically, we are making a conservative estimate of the ripple effects across the entire supply 
chain, including the impact of reduced delivery volumes resulting from our customers facing shortages of 
components other than those we supply, as well as concerns that the supply of externally procured items 
(such as auxiliary materials) other than our main raw materials may be partially disrupted for certain product 
groups. 

Looking at this by segment, we anticipate that more than half of this JPY18 billion - approximately JPY10 billion 
- will be attributable to the negative impact on MMA. As you know, one of our major production sites (SAMAC) 
is located in the Middle East, so we expect supply chain issues related to that site to have the greatest impact. 

 

Watabe [Q]: Just to confirm, the assumption is that if the situation in the Middle East continues until around 
September, a negative impact of approximately JPY10 billion is expected for MMA. I understand that other 
impacts will depend on how the situation develops going forward. I’d also like to ask about the first-half 
outlook for basic chemicals. Since the current naphtha price assumption is just over JPY60,000, this table 
shows a projected loss for the first half. However, given the current naphtha market conditions, I suspect that 
actual results may be significantly higher due to factors such as the difference between purchase and sales 
prices. What are your thoughts on this? 

Kida [A]: As you mentioned, during periods when naphtha prices are rising—such as in April—a positive 
difference between purchase and sales prices occurs on a monthly basis. However, when prices eventually 
settle back to their original levels, that positive impact will fade away. Therefore, when viewed on a full-year 
basis, we believe that the positive and negative effects from the difference between receipts and payments 
will either offset each other during the fiscal year or, at most, be partially carried over to the next fiscal year. 
Consequently, at this point, we do not anticipate that the Basic Chemicals segment will see a significant 
positive impact from the difference between receipts and payments. 

 

 



 
 

 

 
       

    
20 

 

Miyamoto [Q]: I’d like to ask about page 27 of the materials. You are projecting a total profit increase of 
JPY45.1 billion for Specialty Materials in the new fiscal year. Could you please provide details on the actual 
profit increase of approximately JPY15.0 billion after excluding the impairment loss (JPY30.3 billion)? In 
particular, the profit increase for Composites & Shapes is significant, and we anticipate that shipments for 
robo-taxis will begin in earnest. Do you anticipate that shipment volumes for robotaxis will increase by about 
3 to 4 times? Please explain the factors driving the profit growth for the Specialty Materials segment as a 
whole—with a focus on Composites & Shapes—including the volume assumptions and the impact on fixed 
costs. 

Kida [A]: In addition to what is stated in the materials, I will provide further details on the actual factors driving 
profit growth in each segment. 

Composites & Shapes: Regarding robotaxis, while we cannot disclose specific unit numbers due to contractual 
obligations, our figures are largely in line with the estimate you provided. Monthly production volumes have 
been increasing since the second half of last fiscal year, and with monthly output expected to expand to three 
to four times the current level this fiscal year, we anticipate that our upfront investments will begin to yield 
returns as full-scale shipments take off. In addition, we are proceeding with restructuring efforts—such as 
consolidating unprofitable operations—beyond CPC in Italy. Amid these efforts, inquiries for drone and 
aerospace applications—from both the public and private sectors—are increasing, and we anticipate that 
these will gradually materialize and generate revenue. 

Films & Performance Materials: Since we recorded an impairment loss of JPY30.3 billion this fiscal year, the 
elimination of this impact will be the primary factor driving results next fiscal year. In terms of additional 
business drivers, we anticipate the start of operations for a new polyester production line in Germany 
(beginning in May), the commencement of shipments to Asia for MLCCs (for new customers and those 
awaiting certification), and continued growth in Soanol, which is seeing steady sales growth. 

Information & Electronics: It will still be some time before the effects of new investments in synthetic quartz 
and photoresists (such as LisoMax) fully materialize. However, since demand for synthetic quartz remains very 
strong even with our current facilities, we plan to sell at full capacity within our existing limits. We continue 
to see strong demand for our existing semiconductor-related products. 

In summary, we expect three product categories—composites, Soanol, and semiconductor-related 
products—to drive significant growth in sales volume this fiscal year. GaN, our next-generation product, will 
begin contributing substantially to earnings starting next year. 

 

Miyamoto [Q]: As a follow-up, I’d like to ask about the impact of the situation in the Middle East. You 
mentioned that the Specialty segment expects a negative impact of approximately JPY6 billion—is this 
primarily due to an inability to fully pass on higher raw material costs to prices? Could you please elaborate 
on the details of this impact, such as which products are difficult to price up or whether there are any materials 
for which there is a shortage? 

Kida [A]: At this point, there are no apparent issues, such as clear disruptions to production due to raw 
material shortages on our part. The majority of the negative impact on the Specialty segment that we are 
currently projecting (approximately JPY6 billion) is not due to a shortfall in cost recovery through price pass-
through. As I mentioned earlier regarding the company-wide impact, this projection reflects indirect effects 
stemming from the supply chain, where our customers’ operational rates have declined due to shortages of 
raw materials and components (from sources other than us), resulting in a decrease in the volume of our 
deliveries. Therefore, this figure does not include any negative impact resulting from delays in passing on price 
increases. 
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Okazaki [Q]: Regarding the situation in the Middle East, you mentioned that if the current conditions persist 
through September, you anticipate a negative impact of approximately JPY2 billion on the Basic Materials 
segment. Could you please explain the breakdown and rationale behind this? My understanding is that, prior 
to the conflict, the ethylene operating rate was around 90 percent. Could you explain what the operating 
conditions might look like in the first half of the fiscal year, including the impact on derivatives and other 
products? 

Kida [A]: First, regarding cracker operating conditions: while the overall domestic operating rate has remained 
at around 75%, we have been fortunate to have supportive customers and have been able to maintain a 
relatively high level. Although our Ibaraki Plant has been undergoing scheduled maintenance since May 9, our 
Okayama Plant is currently maintaining an operating rate of about 80%. While we cannot make definitive 
predictions about the situation after the maintenance is complete, we currently view the likelihood of a 
significant decline in cracker operating rates from this level as relatively low. 

Regarding the JPY2 billion negative impact on Basic Materials, this reflects minor production cuts due to 
shortages of certain raw materials, as well as supply chain concerns on the customer side. Since we have 
already implemented countermeasures such as changing transportation routes and diversifying suppliers, the 
accurate explanation at this point is that “we do not anticipate a significant reduction in production.” However, 
as some uncertainty remains regarding the outlook, we will continue to monitor the situation closely. 

Okazaki [Q]: In other words, while the negative impact in monetary terms is not large, it primarily reflects the 
risk of minor production cuts. Is it correct to understand that, when factoring in the impact of scheduled 
maintenance and other factors, this does not represent a significant deviation from our initial operating 
assumptions for the period? 

Kida [A]: That is correct. While we anticipate a certain level of risk of production cuts, we do not expect the 
situation to deviate significantly from our current projections. 

Okazaki [Q]: This relates to my previous question. If the current high naphtha prices were to continue through 
the end of September, is it correct to understand that, separate from the impact of this production cut, a 
certain inventory valuation gain would occur in the first half of the fiscal year? 

Kida [A]: If naphtha prices continue to rise as they are now, a certain inventory valuation gain (positive impact) 
will occur in the first half of the fiscal year. However, even if prices remain high, if they stabilize at a certain 
level, there will be no positive impact; conversely, if they begin to decline, a negative impact will result. While 
we need to closely monitor the trend in inventory valuation gains in the short term, when averaged out over 
the full fiscal year, we do not expect this to result in a significant difference (an upward deviation in profits). 

 

 

Omura [Q]: Regarding Materials & Polymers, could you please explain the trends from the third quarter 
through the fourth quarter? While naphtha prices have risen significantly on a spot basis since March, my 
understanding is that they have not risen as much on a domestic naphtha equivalent basis. How did this 
impact the results for the month of March? Also, I believe inventory levels were lower than usual; could you 
please explain how that factor affected the figures? Furthermore, regarding the first-half forecast, could you 
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explain, if you have any current thoughts, how the situation is expected to recover from the first quarter 
through the second quarter? 

Kida [A]: Regarding the petrochemicals segment, I recognize that the trends, particularly from the third 
quarter to the fourth quarter, are difficult to interpret. This includes an impairment loss of JPY5.2 billion on 
ethylene oxide, which serves as a distorting factor when analyzing the data. Broadly speaking, for the portion 
falling into FY25, we estimate that operating profit was negatively impacted by approximately JPY1 billion. 
While the impact of lower operating rates is not particularly significant when viewed for the full year, there 
was also an effect from the rise in naphtha prices toward the end of the period. That is our assessment for 
FY25. 

Regarding the first half of FY26, and particularly the quarterly outlook, to be honest, it is difficult for us to 
provide a definitive answer at this time. For example, looking solely at the April monthly figures, the numbers 
appear extremely favorable. This is due to a significant profit arising from the difference between naphtha 
purchases and sales. However, it remains to be seen how long this trend will continue. It is difficult to 
formulate a detailed forecast regarding how the situation will specifically unfold from the first quarter through 
the second quarter, and unfortunately, we do not have specific figures at this time. 

 

 

Omura [Q]: If I look only at the April monthly figures, is it correct to understand that, on paper, a substantial 
profit has been generated? 

Kida [A]: As you say, if we look purely at the difference between receipts and payments, there was a significant 
positive result in April. 

 

Omura [Q]: Is it correct to understand that this significant positive result stems from the fact that we were 
able to pass on price increases earlier than usual? 

Kida [A]: The profit I mentioned earlier is strictly due to the “receipts and payments” of inventory. 

On the other hand, regarding the price pass-through you mentioned, we are currently in discussions with 
some of our customers. As a matter of convention, pricing for petrochemical products often uses a “formula 
that references raw material prices from the previous quarter (previous Q).” However, given the current surge 
in raw material prices, continuing to deliver products at the lower base prices from the previous quarter during 
the current quarter risks worsening profitability and making it impossible to maintain production. Therefore, 
to avoid such a situation, we are currently in the process of requesting that our customers shorten the time 
lag in price pass-through—for example, by switching to a system that “references the previous month’s 
prices”—through discussions with them. 

 

 

Nakata [Q]: I understand that significant profits are being generated from the naphtha inventory variance in 
the petrochemicals segment. On the other hand, when looking at the integrated business as a whole—
including polyolefins and other segments—is it correct to understand that in April, the positive inventory 
variance outweighed the deterioration in spreads, resulting in substantial overall profits? 
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Kida [A]: Regarding the April monthly financial results, since they span the Golden Week holiday period, the 
figures have not yet been fully finalized at this time. Based on qualitative reports from the business units, we 
consider it virtually certain that the positive impact from the naphtha receipt-payment difference made a 
significant contribution in April. However, regarding the total profit for the business as a whole, and whether 
that profit is attributable to the “receipt-payment difference” or to “securing a substantive spread,” we will 
need to analyze this once the final figures are confirmed. Based on the results of that analysis, we plan to 
consider our operational strategies for May and beyond. 

 

Nakata [Q]: Earlier, you mentioned that you are discussing with customers ways to shorten the time lag in 
price determination, such as shifting from a “previous quarter” reference to a “previous month” reference. 
Over what timeframe do you expect customers to accept this change? I understand that, in addition to the 
petrochemicals business, you have been working to change the price determination method in the MMA 
business for some time; do you expect this process to accelerate significantly in light of the current 
environmental changes? 

Kida [A]: While there are still some uncertainties at this point, progress varies depending on the type of 
contract we have with our customers. First, for customers under “case-by-case” pricing—where price 
negotiations take place for each shipment—we are requesting changes to the terms, and we believe that in 
many cases, they are showing a relatively high level of understanding. On the other hand, for customers in 
the petrochemicals and other sectors where a “formula” is applied, our sales representatives are currently 
engaged in individual discussions. At this point, we are not yet in a position to provide specific figures 
regarding what percentage of customers have accepted the changes or the extent of acceptance in terms of 
sales. 

 

 

Watabe [Q]: Looking back at our FY25 performance, we fell short of our initial plan by approximately JPY25 
billion. Regarding the factors behind this, is it correct to understand that while we recorded impairment losses 
totaling approximately JPY35 billion on assets such as soanol, ethylene oxide, and ethylene glycol, the gas 
business contributed a positive impact of JYP4 to 5 billion? Also, on page 19 of the materials, under the “Three 
Principles of Disciplined Business Operations,” a positive profit contribution of JPY35 billion from asset 
optimization and other measures is listed. I estimate that approximately JPY15 billion of this comes from the 
Next Stage Support Program, but what factors are included in the remaining JPY20 billion? 

Kida [A]: First, I will address the review of FY25’s performance. As you noted, during the current fiscal year, 
we recorded impairment losses totaling JPY35.5 billion—JPY30.3 billion for soanol and JPY5.2 billion for 
ethylene oxide, ethylene glycol, and other products. When comparing the actual results—excluding the 
impact of these impairment losses—to the initial guidance, the figures are as follows: 

・Chemicals Business: Core operating profit of JPY24.3 billion + impairment charges = approximately JPY59.8 

billion on a substantive basis (very close to the guidance of JPY61.0 billion) 

・Specialty Materials: Core operating profit of JPY32.3 billion + impairment charges = approximately JPY62.6 

billion on a substantive basis (within the guidance range of JPY65.0 billion) 

The majority of the shortfall was due to impairment charges; in terms of underlying performance, we had 
reached a level close to our plan. As the person in charge of finance, I can personally attest that this is the 
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result of our sustained efforts to pass on price increases and reduce fixed costs across each business segment, 
which have now taken root and are yielding tangible results. 

Next, I will explain the breakdown of the “JPY35 billion” in profit growth factors for the next fiscal year. Broadly 
speaking, it consists of the following three points: 

・Effects of workforce restructuring (Next Stage Support Program, etc.): Although slightly more conservative 

than you may have estimated, this amounts to just over JPY10 billion. 

・Cumulative cost reductions across all business segments: Just over JPY10 billion, achieved through the 

consolidation of production sites, reductions in fixed and variable costs, and improvements in unit costs. 

・Cost reductions in logistics and procurement: Several billion yen, achieved through initiatives such as 

consolidating purchases and shipments that were previously handled separately into a single location. 

While it is difficult to provide exact figures, this is generally the breakdown. 

 

 

Miyamoto [Q]: I’d like to ask about the MMA business. You mentioned that the base-case scenario for the 
new fiscal year anticipates a gradual improvement in market conditions, but what specific market 
conditions—including utilization rates and demand trends—are you assuming? Also, you mentioned earlier 
that you anticipate “a downside risk of approximately JPY10 billion for MMA” due to the situation in the 
Middle East. On the other hand, the current MMA market price is at a high level exceeding $2,000, and even 
considering the high costs of raw materials such as methanol, we believe this has a positive impact on margins. 
What margin assumptions are included in this JPY10 billion downside risk? 

Kida [A]: First, regarding the MMA market assumptions, prior to the conflict, we had anticipated that the 
market would settle at a level slightly below $1,400 for this fiscal year. Although the Chinese market fell to 
the $1,100 range at one point, based on the operating conditions and cost levels of our competitors, we 
expected it to recover to a certain extent, with the spread returning to a level that would ensure profitability. 
On the other hand, the current situation shows the Southeast Asian market index at around $2,000. Since the 
spread against naphtha is also at a high level of just under $1,000, one could simply say that the spread has 
widened. However, with actual prices in China at a more challenging level, the overall market outlook remains 
extremely difficult to predict. 

Regarding your question about the “JPY10 billion negative factor,” this is not due to a deterioration in the 
spread but is primarily based on the anticipated impact of a decline in “volume.” In particular, we take a very 
cautious view that production and shipments from our Middle Eastern facility (SAMAC) may become 
significantly more difficult compared to before the conflict. We have estimated this figure at JPY10 billion 
based on a conservative assessment of the decline in shipment volumes should the current situation persist, 
and this figure does not include much of the impact from spread fluctuations. 

 

Miyamoto [Q]: Understood. If the current situation persists, a negative impact of approximately JPY10 billion  
will result from reduced production at our Middle Eastern facility; however, if current market conditions are 
maintained, there is a possibility that margins could exceed our initial assumption (just under $1,400). Is that 
a correct understanding? 
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Kida [A]: It is also very difficult to forecast the positive impact on margins at this point. For example, looking 
at the results for April alone, we expect MMA to post a slight profit. However, because various factors—such 
as regional price differences and logistics constraints—are intricately intertwined, we believe it will still take 
some time to assess the overall impact on earnings. 

 

 [END]  


