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Presentation 

 

Ishida: Hello, everyone. I am Ishida from Denka. Thank you very much for joining us today at the Denka FY2025 
results presentation despite your busy schedules. We are also deeply grateful for your continued support of 
our business. I would like to begin by presenting the latest developments in SNECTON, spherical fused silica, 
and spherical alumina, our AI-related products that are key drivers of the Company’s growth. 

 

 

Please turn to page two. I will begin with the latest developments on SNECTON and spherical fused silica for 
CCL applications, two products I would like to cover together. Before discussing each product, allow me to 
briefly revisit the composition of CCL, which I trust most of you are already familiar with. 

The insulating layer of CCL is primarily composed of four materials: soft-type resin, hard-type resin, filler, and 
glass cloth. To enable AI and other high-speed communications, these materials are required to deliver very 
high levels of low dielectric loss tangent performance. 

Of these four materials, we will provide solutions across three product items: soft-type and hard-type 
SNECTON, and low dielectric loss tangent spherical silica as the filler. Our ability to offer material approaches 
from both organic and inorganic perspectives is a significant competitive strength. 

The dedicated plant for soft-type SNECTON, as shown in the photo here, is scheduled for completion in mid-
May, and we are making steady progress in obtaining certification from CCL manufacturers. 

For hard-type SNECTON, development samples are currently under evaluation at CCL manufacturers as we 
work toward a commercial launch during FY2026. In parallel, we are in the final stages of internal review 
regarding capacity expansion for hard-type SNECTON. We are also preparing the next addition to the 
SNECTON lineup beyond the hard-type, continuing to execute what we refer to as our “trickle-out strategy.” 
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As for low dielectric loss tangent spherical silica, sales volume is increasing in line with expanding market 
demand. 

 

 

Please turn to page three, where I will discuss spherical alumina used in thermal conductive molding 
compounds for high-speed memory applications. Our spherical alumina features a broad product lineup 
covering various particle sizes, enabling us to propose formulations that deliver high thermal conductivity 
through the optimal combination of these products. We are also capable of producing fine-particle grades to 
meet the demands of semiconductor miniaturization, which we believe represents a comprehensive strength 
that sets us apart from competitors. 

Leveraging these strengths, we are focused on expanding sales for GDDR and multilayer package applications 
such as HBM. For GDDR applications, demand for GDDR7, the latest generation, is progressing steadily, and 
user evaluation for next-generation GDDR is also advancing on track. 

For multilayer package applications, adoption has been confirmed for new projects, and we expect sales to 
begin this fiscal year. As with GDDR, development of grades for next-generation packages is also underway. 
Beyond simply expanding sales of products that capture these megatrends, and as I have mentioned before, 
we aim to develop distinctive products by combining our unique organic and inorganic materials and 
technologies, with the goal of establishing a solid position in the most advanced fields. 
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Please turn to page four, where I will discuss the financial impact and latest developments following the 

suspension of production at DPE, our US chloroprene rubber manufacturing subsidiary. 

Work to safely idle DPE’s manufacturing facilities, including the extraction and disposal of raw materials and 

intermediate products, is now in its final stages. We are rightsizing our workforce in line with progress on the 

idling work. The headcount, originally 250, stood at 140 as of the end of December 2025, and approximately 

80 as of end of April 2026. We will make every effort to engage with stakeholders in order to reach an early 

resolution and minimize future cost burdens. 

I will now turn to the financial impact. The operating income benefit from our fundamental measures came 

to +JPY8.8 billion in FY2025 vs. FY2024. Our original plan was +JPY9 billion, so we came in largely on track at 

JPY8.8 billion. For FY2026, we expect to be in line with the plan at +JPY15 billion vs. FY2024. 

On the extraordinary items side, in addition to write-downs on raw materials and intermediate products, we 

incurred labor costs associated with the extraction work on raw materials and other items mentioned earlier, 

resulting in a full-year extraordinary loss of JPY18.4 billion. This was offset by a gain of JPY8.2 billion from the 

sale of land at the Ofuna Plant, as well as JPY12.6 billion in gains on the sale of strategic cross-shareholdings. 

We expect certain costs to arise in FY2026 as well, and we intend to manage net income by offsetting these 

with extraordinary gains and other items. 
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Please turn to page five, which covers today’s results presentation highlights. For FY2025 results, the volume 

variance in the electronics & innovative products segment came to JPY6.7 billion, driven by expanding demand 

for AI-related and power infrastructure products as well as a gradual recovery in general-purpose 

semiconductor demand. Combined with the JPY8.8 billion contribution from the DPE production suspension 

mentioned earlier, overall operating income improved significantly by JPY11.8 billion YoY.  

Net income improved significantly by JPY28 billion YoY to JPY15.7 billion, as DPE-related losses were offset by 

extraordinary gains as explained on the previous page. ROE came to 5.2%. 

For the FY2026 earnings forecast, we used the operating income target of JPY35 billion set under Phase II of 

Management Plan Mission 2030 as the base and factored in a JPY5 billion negative impact from the situation 

in the Middle East, arriving at a forecast of JPY30 billion. The details will be explained later, but this is based 

on the assumption that the situation in Iran will normalize by October, with the impact being felt mainly in 

H1. Net income is expected to be JPY16 billion. In addition to the impact of the situation in the Middle East, 

we have also incorporated the latest business conditions, resulting in some variation across segments. 

Specifically, the electronics & innovative products segment has been revised upward due to growing demand 

for AI-related products including SNECTON, spherical fused silica, and spherical alumina, while the life 

innovation segment has been revised downward in terms of sales volume for rapid antigen test kits, reflecting 

current infectious disease prevalence. 

Regarding shareholder returns, we are maintaining a dividend of JPY100 per share, the same as the previous 

year. Our dividend policy remains unchanged: we aim to maintain or increase the dividend per share based 

on a total return ratio of 50% on a cumulative basis over the eight years of our management plan. 

Hayashida, our CFO, will now present the details of our financial results from the next page onward. Hayashida, 

please go ahead. 
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Hayashida: I am Hayashida. Let me begin with the financial results. Please turn to page seven. FY2025 results 

were as follows: sales of JPY384.2 billion, operating income of JPY26.2 billion, ordinary income of JPY19.3 

billion, and net income of JPY15.7 billion. As shown, results came broadly in line with the forecast announced 

in February and improved significantly compared to the previous year. 

 

The following page covers the operating income change factors. The volume variance came to +JPY6.2 billion, 

driven by increased sales in electronics & innovative products and chloroprene rubber from the Omi Plant, 

among other factors. The spread variance, which nets pricing and variable costs, was -JPY1.3 billion, due to 
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inventory write-downs on chloroprene rubber, among other factors. Fixed costs were -JPY1.9 billion, mainly 

due to higher depreciation expenses, while the DPE production suspension contributed +JPY8.8 billion. As 

outlined above, the significant improvement in FY2025 operating income was driven primarily by higher sales 

volume and the effect of the DPE production suspension.  

 

Please turn to page nine, which presents a breakdown in sales and operating income by segment. Electronics 

& innovative products, which benefited significantly from higher sales volume, and elastomers & 

infrastructure solutions, which benefited from the DPE production suspension, both recorded substantial 

increases in profit.  
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Please turn to page 10, which shows the quarterly trends and QoQ comparisons by segment. While life 

innovation recorded a decline in profit in Q4, all other segments posted increases, resulting in overall 

operating income that was broadly in line with Q3. 

 

 

Please turn to page 11, which covers the electronics & innovative products segment. The segment recorded 

a profit increase, with the volume variance coming to +JPY6.7 billion, driven by expanding demand for AI-
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related and power infrastructure products as well as a gradual recovery in general-purpose semiconductor 

demand. 

In terms of sales trends by application, demand continued to grow for spherical fused silica in resin substrate 

applications and spherical alumina in thermal conductive molding compound applications, in addition to 

SNECTON, where sales for AI applications gained full momentum during the year. 

For acetylene black, demand remained firm and exceeded the previous year for both high-voltage cable 

applications in power infrastructure and ESS applications in data centers. 

For xEVs, demand for EVs in Europe and North America continued to be weak, and sales volumes of spherical 

alumina, acetylene black, and ceramic substrates remained level with the previous year.  

The pricing variance for ceramic substrates was positive YoY, as price increases progressed broadly in line with 

the plan. The cost variance for the segment as a whole worsened compared to the previous year, mainly due 

to higher depreciation expenses. 

The lower left of the slide shows the QoQ comparison. Q4 operating income came in +JPY0.7 billion vs. Q3, as 

demand was generally firm across the board and was further supported by the pull-forward of certain 

shipments due to the situation in the Middle East. 

 

 

Please turn to page 12, which covers life innovation. The segment recorded a decline in profit, largely due to 

a decrease in shipments of COVID-19 test kits resulting from lower testing demand, as COVID-19 did not 

spread as widely as in the previous year. Influenza vaccine shipments were level with the previous year. For 

rapid antigen test kits, while combo kit shipments increased, COVID-19 test kit shipments declined, resulting 

in overall shipments falling below the previous year. 



 
 

 

 
    

    
10 

 

In addition, sales of IVD reagents decreased due to weakness in certain overseas markets. On the cost side, 

fixed costs increased due to depreciation associated with the launch of the new plant. As for the QoQ 

comparison, Q4 recorded a significant decline in profit, as sales of rapid antigen test kits fell sharply reflecting 

the rapid slowdown in infectious disease activity at the start of the new year. 

 

Please turn to page 13, we will discuss elastomers & infrastructure solutions. For this segment, the DPE 

production suspension effect eliminated the deficit for the first time in six years. Demand for chloroprene 

rubber was level with the previous year; however, shipments from the Omi Plant increased due to the shift 

from DPE products. 

Sales of special cement additives fell below the previous year due to construction delays, and cement 

production was terminated in June of last year as planned. On the cost side, the variance was negative YoY, 

as the previous year’s results had been boosted by the reversal of a JPY2.6 billion inventory write-down on 

chloroprene rubber. 

On the other hand, the DPE production suspension contributed +JPY8.8 billion, and this effect was significant 

enough to eliminate the deficit for the segment as a whole. As for the QoQ comparison, Q4 recorded a 

significant increase in profit compared to Q3, which had been impacted by scheduled maintenance. 
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Please turn to page 14, which covers polymer solutions. Sales of MS resin for LGP applications for PC monitors 

declined due to competition from Chinese products. On the other hand, the segment as a whole recorded a 

profit increase, driven by improved spreads for food wrapping sheets and containers, as well as a gradual 

demand recovery for Toyokalon and the benefits of consolidating production bases. Compared to Q3, Q4 

recorded a significant increase in profit, since certain products incorporating a formula for unit sales prices 

experienced a timing variance in sales price adjustments. 

Please turn to page 15, which covers the variance against the earnings forecast. Compared to the earnings 
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forecast announced in February, overall results came in above forecast, driven largely by the outperformance 

in electronics & innovative products.  

 

Please turn to page 17, which covers the FY2026 earnings forecast. The full-year FY2026 earnings forecast 

incorporates the impact of the situation in the Middle East into the Phase II targets of Management plan 

Mission 2030, with sales forecast at JPY450 billion, operating income at JPY30 billion, ordinary income at JPY20 

billion, and net income at JPY16 billion. As with FY2025, we expect certain DPE-related extraordinary losses, 

which we intend to offset with extraordinary gains and other items.  
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Please turn to page 18, which shows the revisions from the Management Plan Mission 2030 Phase II plan by 

segment. In formulating the FY2026 earnings forecast, we have first incorporated the latest business 

conditions to the targets set under Phase II of Management Plan Mission 2030. Electronics & innovative 

products, which was expected to exceed the plan due to AI-related products, has been revised upward. On 

the other hand, life innovation had been revised downward, based on the assumption that infectious disease 

activity will be at the same level as the previous year. 

As a result, while there was variation across segments, the overall level was one where we could expect 

operating income of JPY35 billion. We then factored in a JPY5 billion negative impact from the situation in the 

Middle East, arriving at an operating income forecast of JPY30 billion. Our assumptions for raw material 

procurement are that supply will be disrupted through H1, with a return to normal from October onward. For 

raw material prices, we have based our estimates on the assumption that prices will remain elevated 

throughout the fiscal year. While we expect to pass through the impact of higher raw material prices into 

selling prices, we have factored in the negative impact of reduced production due to raw material 

procurement restrictions. 

Regarding the impact of the situation in the Middle East, while the outlook remains uncertain, we have 

factored in a certain degree of negative impact as a risk. We are already taking steps to minimize this impact 

through further price pass-throughs and other measures. 
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Please turn to page 19, which covers the market outlook underlying the earnings forecast. In electronics & 

innovative products, we expect continued steady growth in AI-related semiconductors and power 

infrastructure applications. For xEVs, on the other hand, weak demand is expected to continue. For infectious 

disease testing, we are assuming influenza and COVID-19 activity will be at the same level as the previous year. 

Global demand for chloroprene rubber is expected to remain weak at around 230,000tons, as in the previous 

year. For resins as well, we expect overall weak demand to continue at broadly the same level as the previous 

year. 
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Please turn to the following page, which covers the operating income change factors. The volume variance is 

expected to be limited to +JPY0.7 billion, as the anticipated expansion in demand for AI-related products will 

be partially offset by the negative impact of the situation in the Middle East. The spread variance, which nets 

pricing and variable costs, is expected to be +JPY6.6 billion, mainly due to currency fluctuations. Regarding 

the Middle East situation, we expect to appropriately pass through higher raw material costs into selling prices. 

Fixed costs are expected to be -JPY9.7 billion, due to higher depreciation expenses and a large-scale scheduled 

maintenance at the styrene monomer plant that occurs once every four years, among other factors. The 

financial improvement effect from the suspension of production at DPE is expected to be +JPY6.2 billion, as 

DPE inventory sales are completed.  
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Please turn to page 21, which shows a comparison of sales and operating income by segment. While 

electronics & innovative products and polymer solutions are expected to see a decline in profit due to the 

negative impact of the situation in the Middle East, elastomers & infrastructure solutions is expected to record 

a significant increase in profit due to the effect of DPE production suspension. 

Please turn to page 22, which covers the trends in sales and sales composition by application for electronics 

& innovative products. In FY2026, we expect sales to increase further from FY2025, when segment sales 

reached an all-time high, as market recovery and expansion continue. The sales composition for AI and power 
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infrastructure applications, which are key focus areas, is expected to increase from 21% in FY2025 to 24% in 

FY2026. While this does not represent a significant increase, this reflects the incorporation of the negative 

impact of the situation in the Middle East on acetylene black, among other factors. As mentioned earlier, we 

will make every effort to minimize the negative impact of the situation in the Middle East.  

The following slide covers the operating income change factors for electronics & innovative products. Despite 

expanding demand for high-speed communications including AI and a recovery in semiconductor and 

electronic components-related demand, the segment is expected to record a decline in profit after factoring 

in the impact of the situation in the Middle East. The reasons for the YoY variance by product and application 

are as shown on the right side of the slide. For semiconductors and electronic components, shipments for 

high-speed communications including AI are expected to exceed the previous year. While demand for 

acetylene black for power infrastructure applications is also expected to remain firm, shipments are forecast 

to fall below the previous year after incorporating the impact of the situation in the Middle East. 

On the cost side, costs are expected to increase due to higher raw material prices; however, we plan to recover 

this through pass-throughs into selling prices. 
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The following slide covers life innovation, showing the trends in sales and sales composition by application. In 

the diagnostics field, the testing business, which expanded following the post-COVID-19 environmental 

changes, is being maintained at a certain scale. We will also continue to advance our response to the steadily 

growing IVD reagents segment, driving the growth strategy for life innovation.  

 

Please turn to page 25, which covers the operating income change factors for life innovation. For influenza 

vaccines, we are assuming vaccination rates in line with the previous year, with production volume also 

planned at the same level as the previous year. Rapid antigen test kits are also expected to be in line with the 
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previous year. IVD reagents are expected to exceed the previous year, including the incremental contribution 

from the consolidation of Kainos; however, due to higher costs including variable costs, the segment as a 

whole is expected to be in line with the previous year.  

Moving on to page 26, we will discuss elastomers & infrastructure solutions. For this segment, we expect a 

significant increase in profit overall due to the impact of the DPE production suspension. While we are seeing 

the impact of rising raw material prices, we will implement price increases across the board, including for 

chloroprene rubber.  
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Moving on to the next slide, we will discuss polymer solutions. Styrene-related resins, including MS resins, AS, 

ABS, transparent resins, etc., are expected to fall below the previous year due to the impact of the situation 

in the Middle East. In addition, we have the once-every-four-years scheduled maintenance of the styrene 

monomer plant, and as a result, we expect a decline in profit for the segment overall.  

Moving on to page 28, we will explain the progress of cost reductions under the best practices project. The 

total effect of the best practices project is expected to reach JPY10 billion in FY2026. Of this, JPY6.8 billion, 

which directly impacts profit and loss, has been factored into our forecast this time. 

In FY2025, we achieved cost reductions of JPY5.5 billion through measures such as reducing costs. The P&L 

impact came to JPY3.7 billion. 
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Moving on to page 29, we will show investments, depreciation and research expenses by segment. In FY2026, 

investment is expected to reach JPY47 billion, declining from the peak recorded in the previous fiscal year.  

 

Moving on to page 30, we will discuss shareholder returns and ROE. Regarding shareholder returns, as has 

been our policy, we will aim to maintain or increase dividend per share based on a total return ratio of 50% 

(cumulative total for the eight years of the management plan). Based on this policy, the dividend forecast for 

FY2026 is to maintain JPY100 per share, the same as the previous year. 
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Regarding ROE, we expect 5.1%, and we will aim to exceed this figure by minimizing the impact of the situation 

in the Middle East and further expanding our growth areas. This concludes my presentation. 
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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. 

 


