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Presentation 

 

Hayashida: I am Hayashida. Thank you very much for taking the time out of your busy schedule to participate 
in the Denka financial results briefing for Q1 of FY2026 today. I would also like to take this opportunity to 
thank you for your continued support of our business. 

 

First, I would like to explain the latest developments regarding our AI-related products, which are key drivers 
of our company's growth. See page two.  

Our AI-related products, SNECTON and spherical fused silica, are used in rigid CCLs. The insulating layer of a 
rigid CCL consists primarily of four components: soft resin, hard resin, filler, and glass cloth. These materials 
must exhibit an extremely low dielectric loss tangent in order to enable high-speed communications, including 
AI applications. 

In this context, our company sells SNECTON as a soft resin and spherical silica as a filler, and demand for these 
products is growing rapidly. In addition, since SNECTON has also developed products in the hard resin category, 
our company is able to provide solutions in three of the four material categories. 

In addition, as part of our new filler lineup, we have developed an organic low-dielectric resin filler. We will 
further strengthen our approach to materials, which combines both organic and inorganic materials, a key 
strength of our company, and focus our efforts on initiatives in various fields.  

The dedicated plant for soft-type SNECTON was completed in May. We have shipped samples from the new 
plant as scheduled, and the customer's certification process is proceeding smoothly. The process of 
establishing the latest grade as the de facto standard for CCL, equivalent to M9, is progressing smoothly. The 
evaluation results for the next-generation grade,M10-equivalent CCL, are also favorable. 
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Based on the evaluation results from various companies regarding our hard-type SNECTON prototype, we are 
currently considering its deployment in high value-added applications where SNECTON's advantages can be 
best demonstrated. Based on this sales strategy, we are currently in the final stages of considering further 
expansion of our facilities. 

Demand for low dielectric loss silica, an inorganic filler, continues to grow, and sales volumes are on an upward 
trend. As mentioned earlier, we have recently launched a new organic filler, a low-dielectric organic filler, 
onto the market. In the area of low-dielectric organic filler, we will continue to meet the demand for low 
dielectric constants not only for rigid CCLs, but also for FCCLs.  

On the next page, we will provide a detailed explanation of our new low-dielectric organic filler. 

 

See page three.  

There are four main characteristics of low-dielectric organic filler. One is that it is PFAS-free while maintaining 
low dielectric properties comparable to PTFE. Second, because the particles are spherical, they can be highly 
loaded. The third point is that, compared to PTFE fillers, it offers lower CTE and lower specific gravity and 
higher adhesion. The fourth point is that, compared to inorganic fillers, it offers lower dielectric constant and 
a lower specific gravity. 

Taking advantage of these characteristics, we intend to use low-dielectric resin fillers in both FCCL and rigid 
CCL. Among FCCLs, the PTFE filler is currently the primary material used in the modified polyimide-based FCCLs 
to achieve low dielectric properties. We are aiming to alternate this filler. 

We also anticipate applications where, when used in combination with low-dielectric resin fillers for rigid CCLs, 
the dielectric constant can be further reduced. We will make the most of our company's strength, which lies 
in our expertise in both inorganic and organic technologies, to establish a strong presence through unique 
solutions that no one else can offer. 
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Next, I will explain the earnings impact of the production suspension at DPE, our US chloroprene rubber 
manufacturing subsidiary, as well as its latest status. See page four. 

DPE has nearly completed the removal of materials, including raw materials and intermediates to safely 
suspend the manufacturing facilities. We are currently cleaning the equipment and performing post-
treatment work.  

As of the end of July 2026, our workforce had decreased to approximately 80 employees. However, in line 
with the progress of this initiative, we will continue to optimize our headcount going forward.  

At the same time, we are fully committed to consulting with our stakeholders. We will strive to resolve this 
matter promptly and minimize future costs. 

Next, I will explain the impact on our earnings.  

The impact of our drastic measures on operating income was a positive JPY3 billion in Q1 FY2026 compared 
to FY2025. For the full year, we expect a positive impact of JPY6.2 billion YoY, which is in line with our plan.  

On the other hand, regarding extraordinary gains and losses, labor costs associated with the removal of raw 
materials were incurred, resulting in a negative impact of JPY4.7 billion recorded in Q1. From Q2 onward, 
certain costs are expected to be recorded as extraordinary losses.  

As we have stated previously, we intend to compensate for this impact this fiscal year through extraordinary 
gains and other measures to manage our net income. 
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See page five. Here are today's presentation highlights.  

In the Q1 financial results for FY2026, demand for AI-related products and power infrastructure expanded, 
and the suspension of DPE operations contributed JPY3 billion. Inventory-related effects, including temporary 
impacts stemming from the situation in the Middle East, contributed JPY6 billion, resulting in a significant 
increase in the overall operating income of JPY8.7 billion YoY.  

Net income totaled JPY2.8 billion, representing a decrease of JPY2.2 billion YoY, when the Company recorded 
a gain on sale of land for Ofuna Plant. 

We have revised upward our earnings forecast for H1 of FY2026, taking into account steady progress in the 
Electronics & Innovative Products segment, a decline in sales in the Life Innovation segment, and the 
continued positive impact of inventory adjustments.  

On the other hand, regarding our full-year earnings forecast, given the uncertainty surrounding the situation 
in the Middle East and trends in raw material prices, we believe there is a possibility that the impact of 
inventory levels could shift to a negative. For this reason, we will not be making any revisions at this time but 
plan to do so when we announce our Q2 financial results. 

The dividend forecast remains unchanged from the initial forecast. The Company aims to maintain and 
increase the dividend per share based on a total return ratio of 50% for the cumulative eight years in the 
Mission 2030 management plan. 
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Now, let's move on to our Q1 FY2026 financial results. Please turn to page seven.  

For Q1 of FY2026, revenue was JPY97 billion, operating income was JPY11 billion, ordinary income was JPY9.5 
billion, and net income was JPY2.8 billion.  

Operating income increased significantly due to factors such as growing demand in AI-related sectors and for 
power infrastructure, the impact of the suspension of DPE operations, and inventory-related effects.  

Net income declined compared to the previous year, which included a gain on sale of land at Ofuna Plant. 
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On page eight, I will explain the factors behind the change in operating income.  

The change in volume resulted in a net increase of JPY200 million, driven by a decline in sales of rapid antigen 
test kits, offset by increased sales of AI-related products, products for the power infrastructure sector, and 
chloroprene rubber from Omi Plant. 

Net spread difference was positive JPY1.1 billion, as sales price realization offset higher raw material costs to 
maintain our spread. 

Additionally, the inventory impact was a positive JPY6 billion, as we sold beginning-of-period inventory that 
was secured before raw material prices spiked. However, the positive effect resulting from not holding 
inventory here could turn into a negative effect when raw material and fuel prices decline. For this reason, 
we, too, recognize that this effect is temporary. 

In addition, fixed assets decreased by JPY1.6 billion due to factors such as an increase in depreciation expenses, 
while the impact of the suspension of DPE operations resulted in a positive effect of JPY3 billion.  

As a result, operating income rose significantly to JPY11 billion. 
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See page nine. Here is a variance analysis of sales and operating income by segment.  

Sales of AI-related products and products for power infrastructure in the Electronics & Innovative Products 
segment continued to perform well.  

Profit increased for both the Elastomers & Infrastructure Solutions segment, due to the effects of the 
suspension of operations at DPE, and the Polymer Solutions segment, due to the inventory impact, resulting 
in a significant overall increase in profit. 
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See page 10. This slide shows the quarterly trends for each segment and a comparison with the previous 
quarter.  

In Q1, overall profit increased, driven by a significant profit growth in Polymer Solutions.  

Next, starting with the following slide, I will explain the details of the segment-by-segment analysis. 
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See page 11.  

Electronic & Innovative Products posted a profit increase, driven by expanding demand for AI-related 
applications and power infrastructure.  

By application, demand continued to expand for spherical fused silica in resin substrate applications and 
optical ferrules, as well as spherical alumina in thermal conductive molding compound. SNECTON is expected 
to see its AI-related sales take off in earnest starting in H2 of the fiscal year. Regarding acetylene black, 
demand for high-voltage cables in power infrastructure applications remained steady. 

The negative impact of the situation in the Middle East was minimal in Q1.  

Regarding price increases for products to offset the negative impact of the situation in the Middle East, we 
are currently conducting negotiations that take into account not only the increase in variable costs, but also 
the increase in fixed costs. 

Sales of acetylene black for data center applications and ESS grew rapidly.  

On the other hand, demand for xEVs remained sluggish in Europe and North America, leaving sales volumes 
for spherical alumina, acetylene black, silicon nitride, and ceramic substrates flat YoY.  

Pricing increases for ceramic substrates proceeded as planned, resulting in a YoY increase. 

Overall cost variance for the segment was negative YoY, reflecting higher raw material and energy costs and 
increased depreciation.  

A comparison with the previous quarter is shown on the lower left of the slide. Due to the impact of the 
situation in the Middle East, some shipments were brought forward in Q4. As a result, profit in Q1 was slightly 
lower compared to Q4. 
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Page 12 describes Life Innovation.  

Although Life Innovation saw a significant decline in shipments of antigen test kits, its costs, including research 
expenses, decreased, resulting in flat YoY performance.  

As for the status by product, the influenza vaccine is currently being manufactured for shipment in September.  

Shipments of antigen test kits decreased significantly, as there are no current outbreaks of infectious diseases, 
and demand for testing declined. In addition, the reduction of inventory in the distribution channel did not 
progress as much as expected, and sales from Q2 onward are expected to remain challenging.  

Sales of IVD reagents exceeded the previous year's level, including the increase resulting from the 
consolidation of Kainos.  

Compared to Q4, profit increased due to factors such as the incremental contribution from the consolidation 
of Kainos. 
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Page 13 describes Elastomers & Infrastructure Solutions.  

In Elastomers & Infrastructure Solutions, while overall demand for chloroprene rubber remained flat YoY, 
shipments from Omi Plant increased due to a shift from DPE products.  

In addition, the suspension of DPE operations resulted in a positive impact of JPY3 billion, leading to a 
significant increase in profit for the segment as a whole.  

It should be noted that the comparison with Q4 is on par with the previous quarter. 
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Page 14 describes Polymer Solutions.  

The Polymer Solutions segment posted a significant increase in profit, driven largely by a positive inventory 
impact of JPY4.8 billion.  

In terms of performance by product, sales volume of MS resins declined due to competition from Chinese 
products.  

In addition, sales of styrene-based resins, such as AS, ABS, and transparent resins, were slightly lower than 
the previous year due to the situation in the Middle East.  

Compared with Q4, earnings expanded significantly due to inventory impacts. 
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Now, starting on page 16, I will explain our revised earnings forecast for H1 of the fiscal year.  

We have revised upward our earnings forecast for H1 of FY2026, taking into account steady progress in the 
Electronics & Innovative Products segment, a decline in sales in the Life Innovation segment, and the 
continued positive inventory impact.  

On the other hand, regarding our full-year earnings forecast, given the uncertainty surrounding the situation 
in the Middle East and trends in raw material prices, we believe there is a possibility that the impact of 
inventory could shift to a negative. For this reason, we will not be making any revisions at this time but plan 
to do so when we announce our Q2 financial results. 
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On page 17, we will present our revised H1 earnings forecasts by segment and—though this is purely 
qualitative—outline our outlook for the full year.  

Demand for Electronics & Innovative Products continues to grow in the AI sector and is exceeding our initial 
projections for the fiscal year. SNECTON will begin in earnest starting in H2. The impact of reduced acetylene 
black production due to the situation in the Middle East is expected to become fully apparent starting in Q2. 
On the other hand, the impact of the situation in the Middle East on other products is expected to be less 
severe than anticipated. Based on the above, we have revised our H1 forecast upward by JPY2 billion to JPY6 
billion, and we expect the full-year results to exceed our initial projections as well. 

At Life Innovation, because demand for testing has fallen significantly short of expectations, the Company has 
revised its H1 forecast downward by JPY2 billion to JPY1 billion. Furthermore, since the pace at which market 
inventory is being depleted has slowed more than expected, we believe sales in H2 of the fiscal year may also 
fall short of projections. 

At Elastomer & Infrastructure Solutions, while demand for chloroprene rubber is in line with expectations, the 
Company revised its forecast for H1 upward by JPY1 billion to JPY5 billion, factoring in the continued positive 
impact of inventory levels. We expect progress for the full fiscal year to be generally in line with our plans. 

Polymer Solutions revised its forecast upward by JPY4 billion, reflecting the continued positive impact of 
inventory effects and the fact that the negative impact of the situation in the Middle East was less severe than 
anticipated. For the full fiscal year, it remains unclear whether the positive impact on inventory levels resulting 
from trends in raw material and fuel prices will persist. However, excluding that factor, performance is 
generally solid.  
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Page 18 shows investment, depreciation, and R&D expenses by segment.  

Investment for FY2026 is projected to be JPY47 billion.  

There is no change to the forecast that the figure will gradually decline after peaking last fiscal year. 

 

 

 



 
 

 

 
       

    
17 

 

 

On page 19, I will explain about shareholder return and ROE.  

Our FY2026 return policy remains unchanged, targeting a cumulative total return ratio of around 50% over 
the eight-year management plan while seeking to maintain or raise dividends per share.  

The dividend forecast remains unchanged from JPY100 per share.  

That concludes my explanation. 

 


