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Presentation 
 

Ishida: Hello everyone. This is Ishida. Thank you very much for taking the time out of your busy schedule to 

attend Denka Co., Ltd.’s FY2026 Q2 financial results briefing today. I would also like to express our sincere 

gratitude for your continued support of our business. 

 

First, I will explain the latest status of our products for AI, SNECTON, which plays a pivotal role in driving our 

growth. 

Demand for SNECTON is growing faster than we expected. Consequently, we have brought forward the 

target year for achieving net sales of JPY20 billion from FY2030 to FY2028. We expect sales to expand 

further in FY2030. 

Soft-type SNECTON is one of the materials that make up the insulating layer of CCL. CCL materials that 

enable high-speed communications, including AI applications, must exhibit an extremely low dielectric loss 

tangent. Demand for these materials is growing rapidly. 

Qualification of the latest grades of soft-type SNECTON, equivalent to M8 and M9 for CCL, has been 

completed by the respective customers. We are making good progress towards establishing it as the de 

facto standard. Sales schedules are also being finalized one after another, with those confirmed for large 

customers from H2 of 2027. 

In addition, we are expediting the discussions for doubling our production capacity, which will require an 

investment of around JPY1 billion, in response to a higher-than-expected increase in demand. 
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Let me explain the status of segment breakdown review for Mission 2030 Phase 2. We have upwardly 

revised the operating income forecast for this fiscal year from JPY30 billion to JPY37 billion. CFO Hayashida 

will elaborate on this later. 

Accordingly, we have reviewed the segment breakdown of our management plan, Mission 2030 Phase 2, in 

line with current progress by segment. 

The electronics & innovative products, which enjoys strong sales of AI- and power infrastructure-related 

products, has exceeded its initial plan and is expected to post an operating income of JPY16 billion for 

FY2026, representing a significant increase. 

This includes negative factors such as a JPY2.5 billion decrease in acetylene black production in Singapore, 

indicating robust growth as a key driver of our growth. 

We also factored in demand expansion into our FY2028 plan, raising the operating income forecast from 

JPY21 billion to JPY26 billion. Operating income is expected to significantly exceed the initial plan due to the 

growth of SNECTON and other AI-related products, as well as the better-than expected performance of the 

new facility in Thailand with increased demand for ESS, even assuming the negative impact of JPY3 billion 

from production cutbacks in acetylene black. 

Meanwhile, in the life innovation, we have lowered the forecast for this fiscal year from JPY6 billion to 

JPY3.5 billion in response to prolonged adjustments to market inventories of test kits. The FY2028 plan has 

also been revised from JPY10.5 billion to JPY5 billion, reflecting market conditions and ensuring more 

realistic targets. 

Overall, despite the possibility of a downward revision for the life innovation, we forecast higher-than-

expected growth for the electronics & innovative products. Therefore, our initial plan for FY2028 remains 

unchanged. We are aiming for an operating income of JPY45 billion and an ROE of 8%. 
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Let me explain our efforts toward the spin-off of the styrene-related businesses within polymer solutions 

division. As announced in February this year, we have been considering the spin-off of the business, with a 

target date of April 2027. 

Following deliberations, we have decided to establish a new company, Node Chemical Company Limited, 

which will undertake sales operations for styrene-related businesses, in April 2027. The manufacturing and 

sales divisions are scheduled to be transferred to the new company in April 2028. The manufacturing and 

sales business of performance plastics in Singapore is scheduled to be transferred to the new company after 

July 2028. 

Our aim in establishing Node Chemical is to enable swift and agile decision-making and autonomous 

management, thereby making our business more competitive and increasing its value. 

We will also secure a variety of growth strategy options, including strategic alliances such as future capital 

alliances, joint ventures, alliances, and IPOs in order to build a business foundation that can respond flexibly 

to changes in the business environment. 

We will continue to move swiftly to transform the entire portfolio of styrene-related businesses, including 

those under Node Chemical, Toyo Styrene, and Denka Polymer. 
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Let me explain the impact on earnings and latest status of DPE, our US manufacturing subsidiary of 

chloroprene rubber, following the production suspension.  

To safely suspend the manufacturing facilities, DPE has completed the removal and disposal of raw materials 

and intermediates. With the completion of the work, the number of employees is expected to decrease 

from about 70 at the end of October 2026 to just over 40 after January 2027. 

At the same time, we will also focus our efforts on discussions with stakeholders, with the aim of achieving 

an early resolution and minimizing future costs. 

Let me explain its impact on our performance. The impact of fundamental measures on operating income 

was a positive JPY6.2 billion in H1 of FY2026 compared to FY2025. This represents a positive impact of JPY15 

billion compared to FY2024, before the production suspension.  

As for the impact on extraordinary gains/losses, we recorded a negative impact of JPY9.1 billion in H1 due to 

labor costs and other expenses for removing raw materials, etc. We expect certain expenses to incur as 

extraordinary losses in H2 as well. However, we intend to offset this impact through extraordinary gains or 

other measures to manage our net income for this fiscal year as well. 
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Here is a summary of the latest financial results. In Q2 of FY2026, operating income was JPY24.7 billion and 

net income was JPY6.9 billion, both of which representing a YoY increase. 

Also, as mentioned earlier, we have raised our full-year operating income forecast for FY2026 to JPY37 

billion. The net income forecast remains unchanged from the initial forecast. The dividend forecast is also 

unchanged from the initial forecast. 

We plan to hold a management presentation session on December 15, focusing on the robustly growing 

electronics & innovative products business, which I just shared its outlook for FY2028. We will be 

elaborating on our growth strategies, latest progress, and future roadmaps. 

From the next page, CFO Hayashida will explain the details of our performance. Let me hand it over to 

Hayashida. 
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Hayashida: This is Hayashida. 

First, let me explain the financial results. In Q2 FY2026, sales amounted to JPY208.7 billion, operating 

income to JPY24.7 billion, ordinary income to JPY21.2 billion and net income to JPY6.9 billion. 

These figures represent significant increases in profits compared to the previous fiscal year, and the forecast 

announced in August. 
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I will go through the factors behind the YoY changes in operating income. In the volume factor, sales 

increased for AI-related and power infrastructure products, and chloroprene rubber at theOmi plant, while 

sales of test kits and styrene-based resins declined. Additionally, due to raw material procurement 

difficulties caused by the Middle East situation, acetylene black production was reduced, resulting in a 

negative YoY impact of JPY2.7 billion overall.  

The spread difference, which nets the pricing and variable cost, had a positive impact of JPY5.2 billion mainly 

due to currency effects and price increases. The inventory effects were also positive by JPY8.1 billion, as we 

sold beginning-of-period inventory that was secured before the raw material and fuel price surges. 

The fixed cost had a negative impact of JPY1.8 billion mainly due to increased depreciation and large-scale 

quadrennial maintenance at the styrene monomer plant. DPE production suspension had a positive impact 

of JPY6.2 billion.  

As a result of these factors, operating income increased significantly to JPY24.7 billion. 



 
 

 

 

       

    

9 

 

 

Here are the factors for change in sales and operating income by segment. In the electronics & innovative 

products, the pricing improved due to strong sales of AI-related and power infrastructure products, leading 

to a better product mix. 

Overall profit increased significantly, driven by the elastomers & infrastructure solutions with production 

suspension of DPE and the polymer solutions with inventory effects. 

 

Here are the quarterly trends and QoQ changes by segment. In Q2, overall profit increased significantly, 

driven by particularly strong growth in the electronics & innovative products and the life innovation. 
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Next, I will elaborate on the factors for changes by segment. 

The electronics & innovative products saw a profit increase, due to YoY volume increase with growing 

demand for AI-related and power infrastructure applications, with a better pricing mix. 

Sales trends by application include continued expansion in demand for spherical fused silica for resin 

substrate and optical ferrule, and spherical alumina for thermal conductive molding compound. For 

SNECTON, we expect that sales of AI-related products to be in full swing from H2. 

For acetylene black, demand for high-voltage cables for power infrastructure remained firm, but we were 

forced to cut production due to the situation in the Middle East. Meanwhile, sales of ESS for data center 

applications surged. 

The pricing improved YoY, with better product mix in spherical fused silica, spherical alumina, acetylene 

black, and ALSINK, which saw increased sales of AI-related and power infrastructure applications. Ceramic 

substrates have seen price increases progress as planned, showing YoY improvement. 

Costs across the segment increased YoY, driven by rising raw material and fuel prices and increased 

depreciation. 

A comparison with the previous quarter is shown at the bottom left of the slide. In Q2, despite the greater 

impact of reduced acetylene black production, sales generally increased, especially in spherical fused silica 

and spherical alumina, resulting in profit growth compared to Q1. 
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Let me move on to the life innovation. Profit decreased in the life innovation, due to prolonged adjustments 

to market inventories of test kits, resulting in a significant drop in sales volume. 

Additionally, some shipments of influenza vaccines were delayed to H2, resulting in a YoY decrease in sales 

volume. IVD reagents outperformed its prior-year performance with modest growth, including an increase 

from the consolidation of Kainos. 

The cost difference improved, mainly due to a decrease in R&D expenses and inventory effect. 

Compared to Q1, profit increased due to the start of vaccine shipments and increased sales of test kits due 

to early influenza outbreaks. 
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Moving on to the elastomers & infrastructure solutions. Demand for chloroprene rubber remained at the 

same level as the previous year, while shipments from the Omi Plant increased due to a smooth transition 

from DPE products. 

In addition, the DPE production suspension effect resulted in a YoY improvement of JPY6.2 billion, driving a 

significant increase in profit across the entire segment. 

Compared to Q1, the performance remains similar level. 
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Moving on to the polymer solutions. The segment saw a significant increase in profit, driven by the positive 

inventory effect of JPY5.1 billion. 

By product, sales volume of MS resins decreased due to competition with Chinese products. Additionally, 

demand for styrene-based resins such as AS, ABS, and transparent resins declined, falling below the 

previous year’s level. 

Compared to Q1, the performance remains similar level. 
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Here is a breakdown by segment compared to the forecast we announced in August. Compared to the 

August forecast, demand for the electronics & innovative products in AI-related and power infrastructure 

applications exceeded our expectations. 

The life innovation saw the influenza outbreak happen earlier than expected, resulting in higher sales of test 

kits. The polymer solutions saw a better-than-expected inventory effect. 

As a result, overall performance have exceeded the initial forecast. 

 

Now, let me present our earnings forecast. We have set the full-year earnings forecast for FY2026 at JPY425 

billion in sales, JPY37 billion in operating income, JPY26 billion in ordinary income and JPY16 billion in net 

income. Although we have raised the forecast for operating and ordinary income, the net income forecast 

remains unchanged from the initial forecast. 

In H2, certain expenses related to DPE are expected to occur as extraordinary losses. However, we intend to 

compensate for this impact this fiscal year as well, with extraordinary gains and other measures to manage 

our net income. 
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I will discuss the market outlook that forms the basis for our earnings forecast. First, in the electronics & 

innovative products, demand for AI-related semiconductors, electronic components, and ESS applications 

for power infrastructure is expected to grow faster than initially anticipated. For infectious disease testing, 

we expect prolonged adjustments to market inventories. 

 

Let me explain the factors behind the change in operating income compared to the initial forecast. For the 

overall volume, we expect YoY decrease of JPY4 billion due to a significant decrease in test kits, despite the 

expected growth in demand for AI-related and power infrastructure products. 
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The spread difference, which nets the pricing and variable cost, is expected to improve by JPY1.6 billion. The 

inventory effect is expected to increase by JPY6 billion, mainly for the polymer solutions. Fixed cost is 

expected to improve by JPY3.5 billion due to lower depreciation and R&D expenses. 

 

This is a comparison of sales and operating income forecast by segment. Despite the downward revision for 

the life innovation, we raised the forecast for all other segments, resulting in a significant upward revision 

overall. 

I will go through these factors behind the change by segment. 
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First, I will explain the sales composition trends by application for the electronic & innovative products. The 

demand for AI-related and power infrastructure applications is expected to grow faster than initially 

forecasted. 

 

Let me explain the factors behind the change in operating income of the electronic & innovative products. 

The volume is expected to increase compared to the initial forecast due to expanding demand for AI and 

power infrastructure applications. The price mix is also expected to improve. The sales volume of spherical 

fused silica and spherical alumina for AI-related applications is expected to exceed the initial forecast. 

The volume of acetylene black for power infrastructure is expected to exceed the initial forecast for ESS 

applications. Demand for high-voltage cable applications remains strong. However, the overall volume of 

acetylene black is expected to fall short of initial forecasts due to prolonged production cutbacks caused by 

the situation in the Middle East. 

Pricing is expected to improve compared to the initial forecast with a better product mix in spherical fused 

silica and spherical alumina, which have seen increased sales for AI-related applications. The cost difference 

is expected to improve due to lower depreciation and inventory effects. 
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Moving on to the life innovation. Here is the sales composition trends for the life innovation by application. 

For the test kits, we expect prolonged adjustments to market inventories, resulting in a significant decrease 

in shipment volumes. Sales of IVD reagents remain strong. 

 

Let me explain the factors behind the change in operating income of the life innovation. We have lowered 

the forecast due to the significant decrease in test kit sales volume, as described on the previous page. The 

cost difference is expected to improve, mainly due to lower R&D expenses and inventory effect. 
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Moving on to the elastomers & infrastructure solutions. We have revised its earnings forecast upward due 

to a positive inventory effect of JPY1 billion. 

 

Moving on to the polymer solutions. We have revised its earnings forecast upward, mainly due to a positive 

inventory effect of JPY3.6 billion and improved spread. 
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Here are the investments, depreciation and R&D expenses by segment. There are no changes in investments 

for FY2026 compared to the initial forecast. Depreciation and R&D expenses are expected to decrease 

slightly depending on current progress. 

 

I will now discuss shareholder returns and ROE. Our return policy for FY2026 remains unchanged. We aim to 

maintain or increase the dividend per share, based on a total return ratio of 50% over the eight-year period 

of the management plan. The dividend forecast remains unchanged at JPY100 per share, the same amount 

as last year.That concludes my explanation. 
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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 (Denka)’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. 

  

 


