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Presentation
Ogawa: It's time. We would now like to begin the AGC Inc. financial results announcement meeting for the
first quarter of FY2022. I will be the moderator for this session. My name is Ogawa from the Corporate
Communications and IR division.
We would like to introduce the speakers for today: Representative Director, Senior Executive Vice President,
CFO, Shinji Miyaji, and Senior Executive Officer, General Manager of Finance and Control Division, Toshiro
Kasuya. We have two speakers from AGC.
First of all, our CFO, Miyaji, will give you the overview of the first quarter of FY2022, after which we will
proceed to the Q&A. We expect to close the meeting at 5:00 PM Tokyo time. Mr. Miyaji, the floor is yours.

Miyaji: Good afternoon. This is Miyaji, the CFO. Please turn to page three, key points of today's presentation.
In the first quarter of 2022, despite the impact of rising raw material and fuel prices, sales prices for caustic
soda, polyvinyl chloride (PVC), and architectural glass rose and shipments of fluorochemical-related products
increased; as well as steady expansion of strategic businesses, resulting in net sales increase of JPY79.1 billion
YoY at JPY472.7 billion and operating income increase of JPY13.6 billion YoY at JPY57.8 billion. Net income
attributable to the owner of the parent was JPY30.5 billion, up JPY1.7 billion YoY.
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Both sales and operating income reached record highs for a first quarter. The full year forecast for 2022
remains unchanged since the announcement in February of this year in view of the current uncertain social
and economic conditions.

Please turn to page five.
For the first quarter in terms of sales, shipments of architectural glass, fluorochemical-related products, and
electronic materials increased and sales prices of chlor-alkali products and architectural glass increased.
In addition, due to the impact of the depreciation of the Japanese yen, sales increased by JPY79.1 billion YoY.
Operating income was up despite the rise in natural gas prices in Europe, the increase in depreciation costs
associated with the launch of new equipment for LCD glass substrates and electronic materials, and the rise
in display manufacturing costs due to the effect of exchange rates.
In addition to the factors mentioned earlier, the manufacturing cost was reduced due to the improvement in
the operating rate of the fluorochemical-related manufacturing facilities, resulting in an increase in profit of
JPY13.6 billion. Income before income taxes increased by JPY10.2 billion at JPY54.4 billion, between the
recording of business structural improvement expenses in the European automobile glass as other expenses
and foreign exchange gains and other income. Net income attributable to owners of the parent was JPY30.5
billion.
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Next, the business performance by segment. Please turn to page six.
In the first quarter of 2022, Glass and Electronics recorded higher sales and lower profit, while both sales and
profit increased for Chemicals.
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Please turn to page seven.
Variance analysis of the operating income, a YoY comparison. Sales volume and product mix was plus JPY10.3
billion. Shipments of electronic materials, architectural glass, fluorochemical-related products, and life science
products increased. Selling price plus JPY48 billion with a rise in sales prices for chlor-alkali products and
architectural glass. Fuel and raw material cost minus JPY31.2 billion. In addition to rising natural gas prices in
Europe, ethylene and electricity prices were higher.
Cost and others, minus JPY13.6 billion. Although manufacturing costs were reduced due to the improvement
in the operating rate of the fluorochemical-related manufacturing facilities, depreciation costs in electronics
increased, as a result of the above profit increase by JPY13.6 billion YoY to JPY57.8 billion compared with
JPY44.2 billion in the previous year.
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Please turn to page eight.
Next, the financial position comparing to the end of December 2021. Total assets were JPY2,821.2 billion, an
increase of JPY155.2 billion from the end of December 2021. The impact of foreign exchange was plus JPY104
billion. The debt to equity ratio was 0.42.
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Please turn to page nine.
I would like to explain our cash flow statement for the first quarter of FY2022. Operating cash flow was JPY60.3
billion and investing cash flow was JPY30.5 billion. As a result, free cash flow was JPY29.8 billion.
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Please refer to page 10.
Capital expenditure, depreciation, and R&D expenses are shown here. CAPEX for the first quarter of FY2022
was JPY40.4 billion, depreciation expenses were JPY42.7 billion, and R&D expenses were JPY12 billion.
Next, I will move on to the explanation by segment.
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Please refer to page 12.
First, let's look at the Glass segment. In the first quarter of FY2022, net sales were JPY197.6 billion and
operating income was JPY4 billion, an increase of JPY17.1 billion in sales and decrease of JPY5.6 billion in profit
compared to the same period last year. Architectural glass increased by JPY14.7 billion to JPY103.8 billion due
to an increase in shipments in all regions, except South America, and higher sales prices in all regions,
especially in Europe, despite a decrease in sales due to the transfer of the North American architectural glass
business.
Automotive glass sales increased by JPY2.8 billion to JPY93.5 billion due to the sales mix and the weaker yen.
Despite a decrease in shipments due to the impact of inadequate components, including semiconductor
shortages, operating income decreased compared with the same period of the previous year due to higher
raw material and fuel costs such as natural gas in Europe and an increase in manufacturing costs for auto glass
due to decline in the utilization rate despite the factors contributing to the increase in sales mentioned above.
The proportion of operating income of the Glass segment to total sales was 110% for architectural glass and
minus 10% for Auto glass.
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Please refer to page 13.
With regard to the automotive glass profits as a pressing issue for our management, we will take further
measures to address this issue. Specifically, we would like to promote pricing policy, structural reforms, and
aim for more higher performance products. These are the major pillars of our measures.
In terms of pricing policy in response to the rising price of raw materials and fuel since September last year,
we have been negotiating for price hikes in all regions of the world and have already achieved price hikes in
some areas.
However, the price hikes have not yet been sufficient to absorb the increase in raw materials and fuel prices.
We are far from being able to ensure the sustainability of our business. We will make further efforts to revisit
the pricing strategy and attempt to improve our profits further.
In structural reforms, we are promoting this in global, including the consolidation and elimination of
production bases and lines. We will accelerate efforts in Europe, in particular, where we have more issues.
I would like to give you the details in the following pages.
In terms for adding for more high-performance products, which is expected to expand due to CASE and EVs,
we would like to market for head-up displays and also large-size dimmable roof classes, 5G antenna glass, and
other exterior glass products for autos. We will also focus on interior glass products such as car display cover
glass.
By steadily implementing these measures, we aim to achieve ROCE of 10% or higher by 2025.
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Please refer to page 14.
I would like to explain our efforts to improve the profitability of the automotive glass in Europe. In Europe, as
explained in the previous page, we will implement the pricing policy and also seek for higher performance
products.
As far as the structural reforms are concerned, we will conduct further consolidation. In terms of the
production capability by 2025 in comparison to 2021, we will reduce the capacity by approximately 30%. By
steadily implementing these measures, we aim to make European automotive glass profitable by 2023.
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Please turn to page 15.
Next is the Electronics segment. In the first quarter of 2022, sales totaled JPY76 billion and operating profit
totaled JPY8 billion. YoY sales increased by JPY6.4 billion and profit was down JPY700 million. As for displays,
shipments of LCD substrates and specialty glass for display decreased, resulting in JPY1.1 billion decrease YoY
at JPY45 billion. Shipment of LCD glass substrates decreased by a lower single-digit percent QoQ. The selling
price was higher by a lower single-digit percent QoQ due to tighter supply and demand.
For shipments in electronics materials, including semiconductor-related products such as EUV photo mask
blanks and optoelectronic components and CCL increasing. Sales increased by JPY7.4 billion YoY at JPY30.4
billion.
As for operating income, despite the factors that increased sales as mentioned earlier, due to the launch of
new equipment for LCD glass substrate and electronics materials manufacturing as well as increase in
depreciation and the effects of higher fuel and raw material prices and foreign exchange, profit decreased by
JPY700 million YoY at JPY8 billion. The operating income composition for this segment was 20% displays and
80% electronics materials.
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Please turn to page 16, the Chemical segment.
In the first quarter of 2022, net sales were JPY192.2 billion and operating income was JPY45.2 billion, an
increase of JPY54.9 billion in sales and an increase of JPY19.7 billion in profit. Sales of chlor-alkali and urethane
increased by JPY39.5 billion YoY to JPY121.7 billion due to the rise in sales price of caustic soda and PVC.
Fluorochemical and specialty sales increased by JPY8.7 billion YoY to JPY35.6 billion due to a big increase in
shipments of fluorochemical-related products for semiconductors and automobiles. Life Science sales
increased by JPY6.6 billion YoY to JPY34.5 billion due to increasing contracts for synthetic pharmaceuticals
and agrochemicals, and an increase in contracts for biopharmacy including new coronavirus-related products.
Operating income increased by JPY19.7 billion YoY at JPY45.2 billion. The operating income composition of
the Chemical segment was 70% chlor-alkali and urethane, 20% fluorochemical and specialty, and 10% Life
Sciences roughly.
Life Sciences profit margin declined YoY. This was due to a large increase in profits in the Chemical segment
as a whole due to factors such as the reaction to the concentration of high-margin projects in the first quarter
of last year and the timing of the cost that was generated in relation to the facilities. The Life Sciences business
itself continued to perform strongly and there are no concerns. The profit contribution percentage-wise
decreased, but the business itself is continuing to grow, so we have no reason to be worried into the future.
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Please turn to page 17.
Let me supplement the market conditions for caustic soda and PVC in Southeast Asia. In the first quarter of
2022, caustic soda market remained high. PVC prices peaked in the fourth quarter of last year, then softened.
In addition, PVC spread shrank slightly due to the rise in ethylene prices, but the favorable market conditions
continue for chlor-alkali overall.
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Please turn to page 18.
Performance of the Strategic businesses. Overall, Strategic businesses sales for the first quarter were JPY71.3
billion and operating income was JPY14.1 billion, up JPY15.8 billion in sales and up JPY2.8 billion in profit. We
are steadily expanding our businesses centering on Electronics and Life Sciences.
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Please turn to page 19.
I will now explain the results by region compared to the first quarter of 2022 with the same period of the
previous year.
In Japan and Asia, although shipments of glass for automotives and glass substrates for LCDs decreased, sales
and income increased due to higher sales prices of caustic soda and PVC, and increased shipments of
architectural glass, optoelectronics and mask blanks for EUV lithography such as parts for semiconductorrelated products.
In the Americas, despite a decrease in sales due to the transfer of the Architectural Glass business in North
America, sales prices of architectural glass in South America increased and the CDMO business of
biopharmaceutical products increased.
On the other hand, fixed costs increased due to capacity expansion of biopharmaceuticals, resulting in an
increase in sales and decrease in profit.
In Europe, despite higher sales prices and increased shipments of architectural glass, due to higher prices for
raw materials and fuel, resulting in an increase in sales and decrease in profit.
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Please turn to page 21.
I would now like to explain the full-year forecast for the year ending December 31, 2022.
Although the first-quarter results were favorable, we have not changed our forecast for operating results and
dividends, which were announced in February 2022. In light of the current international and economic
situation, raw materials and fuel prices, foreign exchange rate trends, and other factors make the outlook for
the future extremely uncertain.
We forecast net sales of JPY1.8 trillion, operating income of JPY210 billion, and net income attributable to
owners of the parent of JPY115 billion. No changes have been made to the assumptions for FOREX and crude
oil prices.
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Please refer to page 22.
Full-year forecast by segment for FY2022 remains unchanged from the initial forecast.
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Please refer to page 23.
Outlook by business segment, likewise, no change from the initial forecast.
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Please refer to page 24.
Also, there is no change in the initial forecast for our strategic businesses. We see a steady increase in the
performance. We expect net sales of JPY310 billion, and operating income of JPY65 billion for FY2022.
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Please refer to page 25.
CAPEX, depreciation, R&D expenses unchanged from the initial forecast. CAPEX for the full year expected to
be JPY280 billion, depreciation expenses JPY180 billion, and R&D expenses expected to be JPY54 billion. There
has been a significant increase in CAPEX in comparison to the previous year, and I would like to make
additional explanation.
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Please turn to page 26. This is the last slide.
On May 6, we announced a major enhancement of the capacity of our chlor-alkali business in Thailand. I would
like to give you an overview for this expansion.
AGC has decided to increase the capacity of its two bases in Thailand through AGC Vinythai, a new company
integrating its chlor-alkali business in the Indochina Peninsula. The total investment is expected to exceed
JPY100 billion, making this the largest ever investment by the AGC Group.
As a result of this enhancement, our caustic soda production capacity in Southeast Asia will be increased by
15% and our PVC monomer and PVC resin production capacity will increase by more than 30%. The group
share of caustic soda and PVC resin production capacity in the region will increase from approximately 50%
to higher and more of a solid position as a market leader.
In Southeast Asia, demand for caustic soda and PVC is expected to grow at an annual rate of about 4% as the
region's economy grows and infrastructure investment expands. In this growing market, we will leverage our
strong market presence to steadily capture growing demand.
This concludes my presentation. Thank you very much.
[END]
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