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Presentation 

 

Ishida: Hello, everyone. I am Ishida from Denka. Thank you very much for taking the time out of your busy 
schedule to participate in our briefing today. We would also like to take this opportunity to thank you for your 
continued support of our business. 

Today's management briefing is focused on the revision of our management plan, Mission 2030. 

 

 

 

 

To begin, I have summarized the key points regarding this revision, so please turn to page two. 

Regarding this revision, we defined the period from 2023 to 2025 as Phase I and 2026 to 2028 as Phase II.  

The key priority for Phase II is the rebuilding of our earning power. 

Nearly one year after becoming president, we have deployed a range of initiatives to return our company to 
a growth trajectory and present a clear path toward further growth. As a result, for FY2025, we expect to 
achieve an operating income of JPY25 billion and an ROE of 5% or more, meeting our announced targets. 
Aiming for further growth, we have formulated the Phase II plan focusing on FY2026 to FY2028. 

There are five main priority measures in this Phase II, as described here. The first is to strengthen and advance 
the competitiveness of growth businesses in ICT & Energy and Healthcare. Second, in the Sustainable Living 
segment, we will focus on businesses that can sustain their competitiveness and turn them into cash cows. 
Third, and this is our biggest challenge, is to resolve the DPE as soon as possible and minimize the cost burden. 
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The fourth is the creation of new businesses. I think this is the most important point for future growth. Fifth, 
we will improve our profitability and rebuild our financial situation by carefully selecting investments. I believe 
it comes down to these five key measures. 

During this period, we aim to achieve a record-high operating income. The operating income of JPY40.1 billion 
in FY2021 was the highest ever recorded. We aim to surpass this record of JPY40.1 billion and are also 
targeting an ROE of 8%. 

For the new growth stage during and beyond Phase III, we will pursue a growth model based on  earning 
power through the best mix of ICT & Energy and Healthcare, which have different growth trends. Our goal is 
to achieve growth that is unique to Denka. I will explain the details later in this briefing. 

Lastly, as I shared last May, I will continue to lead with our motto of Initiative and Execution. I am committed 
to walking the talk, ensuring that we deliver on every promise we make. 

 

Page three, please. Here is today's agenda.  

First, I will explain the basic policy for Phase II and our vision for the future. 
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Page five, please. First, I will explain the overview of Phase II.  

We have factored in a variety of risks this time due to changes in the market environment. We have developed 
a highly feasible plan.  

As you can see, our target for operating income is JPY35 billion in FY2026 and JPY40 billion in FY2027. We plan 
to proceed with an amount of FY45 billion for FY2028. 

As for ROE, the Company aims to achieve 8% during the phase period. However, we would like to aim for 8% 
as soon as possible by minimizing DPE expenses or further raising operating income. 

I will explain the extraordinary losses and how we plan to compensate for them on the next page. 
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Page six, please.  

Regarding DPE, we decided on a temporary suspension last May.  

While we are currently recording extraordinary losses for the removal and disposal of raw materials and 
intermediate products, we also anticipate certain expenses during Phase II. However, in Phase II, we plan to 
offset these impacts by recording deferred tax assets. This will be achieved through the sale of cross-
shareholdings and the early finalization of the closure plan. 

Although there are still various possibilities for the amount and timing depending on negotiations with 
stakeholders, including the relevant authorities, we will continue to promote cost minimization by optimizing 
personnel and reviewing fixed costs, as a matter of course. 



 
 

 

6 
 

 

Next, I will explain our shareholder return policy. Please turn to page seven. 

Regarding shareholder returns, there is no change to our policy.  

We aim to maintain or increase dividends per share, targeting a cumulative total return ratio of 50% over the 
eight-year period of our management plan. 

 

 



 
 

 

7 
 

 

Next, I will explain our investment, R&D, and depreciation. Please turn to page eight. 

Our capital investment will peak in FY2024, driven by projects such as the construction of our new acetylene 
black plant in Thailand. As you can see, we expect these investment levels to decrease from FY2025 onward.  

However, this does not mean we are becoming passive regarding our investments. Instead, during this Phase 
II period, we plan to concentrate our investments in strategic growth areas, such as AI-related fields and 
power infrastructure. 
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Next, I will explain our financial strategy and governance. Page 10, please. 

First of all, we have a financial strategy, and we are showing you our capital allocation.  

As I mentioned earlier, Phase II will carefully select investments in areas of strategic expansion.  

In addition, operating cash flow will improve due to the restructuring of unprofitable businesses and growth 
strategies implemented since Phase I. Although we anticipate a certain level of extraordinary losses, our free 
cash flow will improve.  

Furthermore, we aim to maintain a D/E ratio of 0.7 or lower. 
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On page 11, I will outline our governance initiatives. 

The majority of the members of the Nominating and Remuneration Advisory Committee have been outside 
directors, and the chairperson of the committee has also been appointed by an outside director.  

We have also discussed the succession plan and the appointment of the president and representative 
director.We have established a continuous and stable system of directors from an objective perspective. The 
most visible recent result of our succession planning is that, starting this April, we will have three executive 
officers around the age of  50. 

Beyond regular board meetings, our directors hold D&A Round Table meetings to engage in free and vigorous 
discussions on management monitoring and the enhancement of medium- to long-term corporate value. This 
framework has significantly improved our management effectiveness. 

In Phase II and beyond, we will continue to enhance our efforts to further improve our effectiveness in 
achieving our goals by strengthening KPI monitoring and expanding the agenda to improve the quality of 
decision-making. 
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Next, I will explain our portfolio transformation and long-term vision. Please turn to page 13. 

With regard to portfolio transformation, there is no change in the concept of making all of our three-star 
businesses that combine the three elements of specialty, megatrends, and sustainability.  

However, as I mentioned earlier, our priority in Phase II will be the rebuilding of our earning power. To achieve 
this, we will prioritize specialty  to  improve ROIC. 
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Page 14, please. Here, we have outlined the portfolio transformation we carried out in Phase I, along with our 
plans for Phase II. 

In Phase II, we will clarify the direction of each business and implement structural reforms for low-profit 
businesses, including strategic alliances.  

We will focus more resources on growth drivers, such as AI and power infrastructure, and implement portfolio 
transformation to achieve our desired vision. 

 



 
 

 

12 
 

 

Page 15, please.  

The following table shows ROIC by segment that will be improved by implementing portfolio transformation.  

We will improve ROIC across all segments.  

Also, as I have emphasized, we will realize the rebuilding of our earning power. 
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Page 16, please.  

Here, a four-quadrant analysis shows the position of each business in terms of portfolio transformation. 

ICT & Energy is the growth driver, on the upper right. Healthcare will focus on stable growth and growth 
through alliances, while Sustainable Living will clarify the direction of its cash cow and rebuild its earning 
power. 
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Page 17, please. This is a long-term vision. 

Regarding Denka's ideal vision, we aim to achieve an optimal mix of ICT & Energy and Healthcare, which 
possess different growth trends. Specifically, we will combine the high-momentum growth of ICT & Energy, 
which captures expanding markets, with the stable and steady growth of Healthcare. By integrating these 
different growth trends, we will realize sustainable growth that is uniquely Denka.  

In the Sustainable Living segment, we will strictly select businesses that have the potential to remain 
competitive while creating new value for the future. 

Please understand that our Phase II plan is designed to strengthen our foundation or, in other words, to 
strengthen the foundation in order to lead us toward this long-term vision. To achieve these goals, I will 
explain the specific strategies for each business starting from the next page. 
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Page 19, please. This is an overview of our business strategy. 

Across ICT & Energy, Healthcare, and Sustainable Living, we will implement three core strategies with a sharp 
focus: strategic expansion, reaping the benefits of prior investments, and capital efficiency improvement or 
business model transformation. 

 

On page 20, we have broken them down by product, so I would appreciate it if you could take a look at the 
details later. 
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From page 21 onwards, I will explain the specific strategies for each of our businesses. First, let's look at the 
ICT & Energy, which you can think of as an equal to the Electronics & Innovative Products division. 

The strategy of this division is to supply key materials in the area of thermal management and achieve de 
facto standard status in the most advanced segments. 

In Phase II, we intend to thoroughly grip the expanding market for AI and power infrastructure.  

By leveraging our strengths, our responsiveness to customer needs, and our unique cutting-edge technologies 
in high-temperature control and organic orinorganic technologies , we will stay ahead of the competition and 
consistently lead the Company as a growth driver. 
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Page 22, please.  

The following table shows the planned net sales and operating income of the Electronics & Innovative 
Products division.  

Driven by growth in the AI and power infrastructure markets, we aim to more than double the net sales ratio 
of this segment from 14% in FY2024 to 35% in FY2028. 
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Page 23, please. On this page, we outline the investments and subsequent returns for the Electronics & 
Innovative Products division. 

In Phase I, we made significant strategic investments, which led to an increase in depreciation expenses. 
However, in Phase II, we will focus on reaping the benefits of these prior investments while strictly selecting 
new investment targets, such as AI and power infrastructure, as I mentioned earlier.  

Regarding SNECTON, a new plant for soft-grade products is scheduled to start operation  during FY2026.  

Going forward, we plan to expand into hard-grade products and will also consider additional capacity 
expansions. 
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Page 24, please. On this page, I will explain our product strategies for cutting-edge fields, such as AI and high-
speed communication, where significant expansion is expected. 

SNECTON, which we launched in February this year, is increasingly being adopted for circuit board applications 
and has received high praise from our customers. For FY2025, we anticipate net sales of around JPY2 billion. 
We are committed to scaling this business rapidly, aiming for a range of JPY5 billion to JPY15 billion during 
Phase II.  

The strategic rationale for SNECTON's significant expansion is outlined on the right side of the slide. I will skip 
the details for now, but the key points are its excellent low dielectric properties and superior processability. 
At this point, the fact that this is the one-and-only material to achieve both of these properties is a very strong 
point. 

Regarding spherical fused silica, in addition to the low dielectric grade for resin substrates, we expect 
expansion in optical ferrules, which are used for optical fiber connectors.  

Regarding spherical alumina, we are focusing on thermal conductive molding compounds for high-speed 
memory used in AI applications. While silica is generally used for molding compounds, the latest high-
performance semiconductors now require superior heat dissipation. Consequently, we are seeing rapid 
growth in the adoption of spherical alumina for thermal conductive molding compounds. 
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Next, I will explain our power infrastructure business. Please turn to page 25. 

In the power infrastructure sector, to address the increasing electricity demand driven by AI expansion, we 
are focusing on direct current transmission and ESS, which refers to stationary lithium-ion battery energy 
storage systems. We are planning to expand our business in these applications.  

For acetylene black, we plan to increase net sales for power infrastructure by 1.3 times in FY2028 compared 
to FY2025.  

For ALSINK, we aim to grow net sales for direct current transmission by 1.5 times. 
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On page 26, we have provided simple illustrations to detail the focused products I have discussed so far. 

At the bottom of the slide, you can see the synergy between power infrastructure and AI. This illustrates the 
virtuous cycle we are  experiencing.  

Additionaly, regarding EVs, the current market is widely perceived to be at a standstill. However, we believe 
that the EV market will inevitably regain its momentum in FY2027 and FY2028, leading to an even greater 
surge in electricity demand. 
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Page 27, please. Here I would like to describe our new acetylene black base in Thailand. 

For our new site in Thailand, we are currently constructing a plant with a capital investment of USD400 million, 
or more than JPY60 billion, and an annual production capacity of 11,000 tons. Construction is proceeding 
almost exactly as planned. This facility is scheduled to start operations in FY2027, aligned with the expansion 
of high-voltage cables, ESS, and xEVs. 

While this is an exceptionally large capital investment for a company of our size, we plan to ensure profitability 
by capturing the stronger-than-expected demand in the cable and ESS sectors. Additionally, we will leverage 
the superior production efficiency that leads to cost advantages of the new Thailand site while achieving 
optimized production across all four global locations to balance overall costs. 
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Next, I will explain Life Innovation, our Healthcare field. Please turn to page 28. 

The strategy of the Life Innovation division is to be the the central player and create or expand the market by 
being the front-runner in forming alliances, including M&A, in the industry, while building on the stable growth 
of the existing diagnostic business. 

 

 

Next page, please. 
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In our Life Innovation division, we have utilized our extensive library of bacteria and viruses alongside our 
advanced culture technologies to achieve steady business expansion.  

Excluding the exceptional circumstances of the COVID-19 pandemic from 2020, this growth has remained 
consistent. This is the orange dotted line. 

 

 

 

On page 30, I will explain the underlying reasons for the stable growth. 

Regarding our antigen test kits, while the prevalence of infectious diseases certainly fluctuates, the testing 
business itself remains relatively solid. It has the characteristic of being less susceptible to economic cycles. 
By maximizing the benefits of our capacity expansion, we have established a system that can respond with 
agility to sudden surges in demand, such as a future pandemic, which can occur at any time. 

The market for IVD reagents is expanding steadily, and we can expect consistent, reliable growth in this area. 
We expect the global market to grow at a rate of 4% to 5%. We aim to achieve further growth by strengthening 
collaboration with our partner companies. 
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Next, I will explain our approach to alliances on page 31. 

In the diagnostic reagent industry, there are more than 100 domestic manufacturers of various sizes.  

However, there are challenges regarding international competitiveness due to the maturation of the domestic 
market and the entry of global players.  

In this environment, we aim to be a front-runner in forming alliances within the domestic IVD reagent industry 
to strengthen our existing businesses and expand into new fields. 

As a first step, we have launched the TOB for Kainos Co., Ltd., which we announced recently. I will explain the 
details on the next page, page 32. 
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As you may know, Kainos Co., Ltd. is a pharmaceutical manufacturer primarily focused on IVD reagents. We 
already have a collaborative relationship with Kainos, including the mutual supply of certain products. 
Particularly in the field of IVD reagents, they have a highly complementary relationship with our business.  

As I mentioned earlier, this TOB is the first step toward becoming a front-runner in forming industry alliances, 
and it will expand the businesses of both companies. 
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Page 33, please.  

Regarding the expected synergies, the first sales synergy will be the expansion of sales through cross-selling. 

While both companies operate in the IVD reagents business, we possess reagents for different test items, 
which creates a highly complementary relationship.  

For Kainos' Swiftgene nucleic acid chromatography products, we expect to expand sales and accelerate new 
product development by leveraging our expertise in bacterial testing.  

Furthermore, we can leverage our overseas sales channels to expand Kainos' products into global markets, as 
their business has been primarily focused on the domestic market. 

Regarding cost synergies, these are the four points that we can consider at this time. For example, regarding 
our sales offices, they overlap almost perfectly, allowing us to achieve significant rationalization.  

We are confident that we will be able to maximize synergies once the TOB is completed. 
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Next, I will explain our Elastomers & Infrastructure Solutions and Polymer Solutions segments, which fall under 
the Sustainable Living field. Page 34, please. 

The strategy for our Elastomers & Infrastructure Solutions and Polymer Solutions segments is to optimize and 
restructure the business chain to transform them into cash cows.  

Following this, we will execute a portfolio transformation to focus exclusively on businesses that can win in 
the market.  

I will explain the details on the following pages. 
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Page 35, please.  

In addition to the drastic measures taken by DPE, the Elastomers & Infrastructure Solutions division is 
optimizing its business in Phase II to maximize earnings.  

With regard to the drastic measures taken by DPE, we have seen significant effects since FY2025. As shown 
here, compared to FY2024, we expect an increase in operating income of JPY9 billion for FY2025 and JPY15 
billion for FY2026. 

Another crucial point is that even after the temporary suspension of DPE's production, we intend to continue 
maximizing the use of the customer and sales networks we have established in the US market. I believe this 
is another one of our greatest advantages. 

Furthermore, our Omi plant in Niigata, the main factory of this segment, possesses a significant profit factor 
in its hydroelectric power generation. As the burden of carbon taxes is expected to increase in the future, the 
benefits of hydroelectric power are anticipated to expand further. This cost competitiveness will allow us to 
shift to the cash cow business. 
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Next, I will explain our Polymer Solutions division. Page 36, please. 

Polymer Solutions will restructure the styrene chain.  

In addition to structural reforms throughout the styrene chain, we will implement structural reforms in terms 
of both downsizing and other individual business optimization measures to improve ROIC. 
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Page 37, please.  

In line with our long-term vision to focus exclusively on businesses that can win, we decided today to begin 
considering the spin-off of our styrene-based business.  

The businesses to be considered for the spin-off are shown here. As you can see, we are aiming to spin-off 
our styrenics business in Japan and Singapore by April 2027. 

Through this spin-off, we hope to expand our options, including collaboration and capital tie-ups, strengthen 
profitability through flexible decision-making, and invest in future growth. 
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Next, I will explain our initiatives for new business creation. Please turn to page 38. 

Denka's core strength lies in our extensive technical expertise, which spans organic chemistry, inorganic 
chemistry, and even biotechnology. Based on our expertise in organic, inorganic, and biotechnology, we focus 
on uncovering existing needs in adjacent areas.  

At Denka, we refer to this as our trickle-out strategy. This will enable us to commercialize the product as soon 
as possible.  

To realize early commercialization, we have optimized our research portfolio, with a balance of 80% for trickle-
out and 20% for entirely new areas, while strengthening collaboration between our business and intellectual 
property divisions. 

Looking toward 2025 to 2030, we will execute our trickle-out strategy in cutting-edge fields, centered on 
SNECTON.  

For the longer-term horizon of 2035 to 2040, we have already selected 10 candidate themes for new 
businesses, including projects in entirely new areas.  

I will explain the details on the following pages. 
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Currently, we are focusing on the horizontal expansion of SNECTON and its related businesses. The dielectric 
properties of SNECTON will be increasingly in demand, and we anticipate its expansion into printed circuit 
boards and next-generation semiconductors.  

In order to respond to a wide range of applications, we would like to offer solutions as a set with alumina, 
silica, and boron nitride and to prepare a lineup of various grades. As for SNECTON, we are planning to prepare 
three or four more grades in addition to  the soft type and  the hard type I mentioned earlier, which will be t 
a total of about five or six grades.  

We would like to further develop our business by combining inorganic materials, such as silica and alumina. 
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Next, I will explain the 10 candidate themes for new businesses that hold significant growth potential for 
FY2030 and beyond, looking toward 2035 and 2040.  

Although I mentioned 2030 and beyond, some of these 10 themes are expected to begin contributing to our 
earnings as early as FY2027. 

In addition to our own technologies, we will focus on commercialization of our products by utilizing joint 
research with venture capitalists and universities, especially in the ICT & Energy area.  

As I mentioned earlier regarding the best mix of ICT & Energy and Healthcare, we are also committed to 
creating new businesses unique to Denka by combining technologies and markets across different fields, such 
as applying existing ICT & Energy materials to bio-functional materials in the Healthcare area. 
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Next, I will explain our Best Practices Project. Please refer to page 41. 

The total financial impact under project management is projected to reach JPY10 billion in FY2026. Compared 
to FY2023, we planned for a total financial impact of JPY1 billion in FY2024, JPY5 billion in FY2025, and JPY10 
billion in FY2026. I am pleased to report that we are progressing almost exactly as planned.  

However, regarding the portion that directly impacts our profit and loss, what we refer to as the actual net 
benefit, we have factored JPY7.5 billion into the Phase II plan. 

The Best Practices Project is not just about cost reduction. It also drives operational improvements and mind-
set shifts, realizing an increase in human capital value through the individual growth of every employee. 
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Lastly, I will outline our non-financial strategy. Please turn to page 42. 

As for non-financials, we are making steady progress in each of these areas toward our FY2030 target.  

In Phase II, we are ensuring the implementation of each strategy to achieve our goals, and we are also 
reviewing some KPIs to achieve the desired state. 
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Next page, please. These are the main KPIs of the non-financial strategy. 

We are close to achieving our CO₂ reduction target with the withdrawal from cement and the use of 
hydroelectric power generation.  

We will also continue to strengthen human capital KPIs that we will focus on the future, such as the ratio of 
women in management positions and the development of digital human resources.  

We will achieve sustainable growth in corporate value through both rebuilding earning power and these non-
financial measures. 

That concludes my presentation.  

I hope you will have great expectations for the future of Denka. Thank you for your time and continued 
support. Thank you for your kind attention. 
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(Note about this transcript)  
This document has been translated from the Japanese original for reference purposes only. In the event of 
any discrepancy between this translated document and the Japanese original, the original shall prevail. This 
transcript was edited for clarity and brevity at the Company’s discretion. Additionally, forward-looking 
statements, including plans and targets, contained herein, like those in the briefing’s presentation materials, 
are judgments based on information in the Company’s possession as of the briefing’s date and certain 
assumptions deemed reasonable by the Company. Forward-looking statements involve uncertainty. Actual 
outcomes may differ substantially from such forward-looking statements as a result of various factors. 
 


