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Presentation 

 

Ogawa: Good afternoon, ladies and gentlemen. Thank you very much for joining us.  

My name is Ogawa. I'm with Communications and IR.  

Today, we have CFO, Senior Executive Vice President, Shinji Miyaji; and also, Senior Executive Officer and GM 
of the Finance Control Division, Toshiro Kasuya to talk to you. 

The Q3 earnings announcement will be explained by our CFO, Miyaji-san, followed by a Q&A session. We are 
scheduled to finish at 5:00 PM. 

Thanks for your support, and Miyaji-san, please begin.  
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Miyaji: This is Miyaji speaking. Thank you.  

Please turn to page three. These are today's key points.  

For the first nine months of FY2022, net sales was JPY1.4989 trillion. Operating profit was JPY152.1 billion. 
Net profit attributable to owners of the parent company was JPY98.8 billion. Net sales reached a record high.  

The outlook for the full year is net sales of JPY2.05 trillion, operating profit of JPY190 billion, lower than the 
previous forecast by JPY40 billion, and net income attributable to owners of the parent company is JPY92 
billion, lower by JPY28 billion, both due to high raw materials and fuel prices declined in PVC market in the 
chlor-alkali business, and a sharp decline in demand in the display business.  
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Please turn to page five.  

I'll now explain the results for the first nine months of FY2022.  

Sales were boosted by increased shipments of life sciences, fluorochemicals-related products, electronic 
materials, and architectural glass, and higher sales prices for chlor-alkali products and architectural glass. In 
addition, the impact of weaker yen contributed to an increase in sales of JPY265.3 billion compared with the 
same period of the previous year.  

Operating profit increased by JPY3.7 billion YoY due to the revenue increase factors mentioned earlier, despite 
the impact of higher raw materials and fuel prices, particularly in Europe. Profit before tax decreased by 
JPY19.9 billion to JPY165.2 billion due to a gain on sale of a North American architectural glass business in the 
same period of the previous year, despite gains on the sales of land and subsidiaries as other income. Net 
profit attributable to owners of the parent company was JPY98.8 billion.  
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Next, I will explain the results by segment.  

Please turn to page six.  

In the first nine months of FY2022, glass and electronics saw sales increase and profits decrease, with sales 
and profits both increasing in chemicals.  
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Please turn to page seven.  

This section explains the variance in operating profit in the first nine months of FY2022 compared with the 
same period of the previous year.  

Sales volume and product mix accounts for JPY15.8 billion. Shipments of life science products, fluorochemical-
related products, electronic materials, and architectural glass increased. The difference in sales price is 
JPY147.1 billion. Selling prices of caustic soda and architectural glass increased. The raw material and fuel 
price differences is minus JPY131.9 billion. Raw materials and fuel prices increased mainly in Europe.  

The cost and other differences is minus JPY27.2 billion. The manufacturing cost of displays increased due to 
the impact of foreign exchange rates. In addition, fixed costs and other costs in life sciences rose.  

As a result, the Group recorded an increase in OP of JPY3.7 billion to JPY152.1 billion compared with JPY148.4 
billion in the prior year.  
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Please turn to page eight.  

This is the balance sheet, and the comparison with December 2021.  

Total assets amounted to JPY3.0162 trillion, an increase of JPY350.2 billion compared to the end of December 
2021. There was a foreign exchange impact of JPY260.1 billion. D/E ratio was 0.38.  
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Please turn to page nine.  

This section explains the cash flow statement for the first nine months of FY2022.  

Operating cash flow was JPY158 billion. Investment cash flow, JPY79.1 billion.  

As a result, free cash flow amounted to JPY78.9 billion.  
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Please turn to page 10.  

I will now explain capital expenditure, depreciation, and R&D.  

In the first nine months of FY2022, capital expenditure was JPY150.2 billion. Depreciation was JPY137.5 billion, 
and our R&D was JPY38.2 billion.  
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I will now move on to explanation of each segment.  

Please turn to page 12.  

First, let's take a look at the glass segment.  

For Q3 of 2022, net sales were up YoY by JPY106 billion to JPY650.7 billion. Operating profit was down YoY by 
JPY11.5 billion to JPY13.7 billion. Architectural glass net sales increased by JPY69.8 billion to JPY349.7 billion 
due to increased shipments in Japan and Asia, as well as higher selling prices in all regions, especially in Europe, 
despite lower sales due to the divestiture of the North American architectural glass business.  

Net sales of automotive glass increased by JPY37.2 billion YoY to JPY300.2 billion due to an increase in 
shipments, as the effects of the price revision began to emerge, in addition to an easing and the impact of the 
shortfall in the supply of parts, including semiconductors. Operating profit decreased by JPY11.5 billion from 
the same period last year due to the impact of higher raw material prices, which was partially but not 
completely offset by the increase in revenues mentioned abroad. Other ratio of the operating profit in the 
glass segment was 130% for architectural glass and minus 30% for automotive glass.  
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Please turn to page 13.  

I would now like to make some additional comments on the architectural glass.  

Demand in Japan, Asia, and South America remain remains robust.  

On the other hand, Europe is in an adjustment phase, affected by higher energy prices and economic 
slowdown.  
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I will now touch on the initiatives taken in Europe.  

Please turn to page 14.  

As you can tell from the graph on the left-hand side, in Europe, the price of natural gas has been rising since 
2021. In response to this, in February 2022, we introduced an energy surcharge in our architectural glass 
business to pass on the higher price of natural gas to the selling price.  

In addition, in June, we formulated a BCP, a business continuity plan, in response to natural gas supply 
disruptions. In July, we launched the low carbon glass product. In October, we temporarily halted operations 
of our furnace in France and began adjusting operations at several sites, thereby responding swiftly to the 
ever-changing trends in the European market  

The operations in Europe are in a temporary adjustment phase due to the emerging economic downturn. 
However, we expect profitability to recover in the medium- to long-term basis due to an increase in demand 
for energy-saving glass. Therefore, our profitability should improve, as we see recovery in the market.  
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Next, I would like to explain the situation of automotive glass.  

Please turn to page 15.  

The business performance of automotive glass is in a very challenging situation. We have been explaining this 
to you from the past. This is due to the decline in the number of automobiles produced as a result of COVID-
19, followed by a continued slump in the number of units produced due to supply chain disruptions, inclusive 
of semiconductors.  

In response, we have revised our pricing policy, lowered fixed costs through structural reforms, and increased 
added value through the development of high-performance products. We have already implemented a wide 
range of price revisions. In response to rising gas prices in Europe and other regions, we are proceeding with 
further price revisions. Gas prices are still increasing, so we are ongoing with the additional price revisions.  

Also, in H2 of 2022, the number of automobiles produced has already begun to recover moderately, especially 
in Asia. We believe, therefore, that the automotive glass, our worst situation is over. We will continue to 
implement measures to improve profitability.  
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Next, I will explain about the electronics segment.  

Please refer to page 16.  

Cumulative sales for Q3 for FY2022 increase by JPY7.6 billion to JPY225.8 billion, and OP decreased by JPY12.2 
billion to JPY12.3 billion.  

In the display business, net sales decreased by JPY14.7 billion to JPY121.6 billion due to a decrease in 
shipments of glass substrates for LCDs and specialty glass for displays. The shipment volume of glass 
substrates for LCDs decreased by a high teens percentage. The sales price of glass substrates for LCDs fell 
slightly compared to the previous quarter. Net sales of electronic materials increased by JPY22 billion to 
JPY102.5 billion due to an increase in shipments of electronic materials.  

Operating profit decreased by JPY12.2 billion to JPY12.3 billion due to an increase in depreciation expenses 
for glass substrates for LCDs, accompanying the startup of new facilities, and an increase in manufacturing 
costs resulting from the higher raw material and fuel cost and the effect of foreign exchange rates. The 
operating profit for the segment, the composition, is electronic materials, 120% and display accounted for 
minus 20%.  



 
 

 

 
 

 
15 

 

 

Please turn to page 17.  

Now I'd like to give you an additional explanation of the status of display business.  

Currently, panel makers are in an inventory adjustment phase due to the rebound in demand from the stay-
at-home demand under COVID-19. In addition, as we have explained to you beforehand, we still have 
production lines that have not been optimized for large-sized panels.  

So, while we are still facing the challenge of an inefficient production system, the rise in price of raw materials, 
and fuel, and the sharp depreciation of the yen have increased production costs and worsened our business 
performance, making the situation extremely severe.  

Although the demand is on the level of a temporary adjustment, stable growth is expected in the medium to 
long-term basis, because the TV demand, we expect about 200 million units or so. Of course, as we see the 
display panels getting larger, we do believe we should get back on the steady trajectory.  

In addition to the ongoing conversion to optimal facilities for large-sized panel production, we will accelerate 
efforts to improve asset efficiency, including the consideration of fundamental measures to improve 
profitability.  

We will accelerate efforts to improve asset efficiency, including the ongoing conversion to optimal facilities 
for large size panel production and consideration of drastic profit improvement measures.  
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Next is the chemicals segment. 

Please turn to page 18.  

In the first nine months of FY2022, net sales amounted to JPY599.1 billion; operating profit, JPY122.9 billion, 
representing an increase of JPY148.4 billion in sales and JPY26.9 billion in profit compared to the same period 
last year.  

In chlor-alkali/urethane, sales increased by JPY92.2 billion to JPY371.4 billion due to steady market conditions 
for caustic soda, as well as the impact of foreign exchange rates. Fluorochemicals and specialty, sales 
increased by JPY26.2 billion to JPY115.9 billion due to significant increase in shipments for fluorochemical-
related products, mainly for semiconductor-related applications.  

Life science sales increased by JPY29.4 billion YoY to JPY110.3 billion due to an increase in contract sales for 
both synthetic pharmaceutical, agrochemical CDMOs, and biopharmaceutical CDMOs.  

Operating profit increased by JPY26.9 billion to JPY122.9 billion compared with the same period of the prior 
year. The composition of operating profit in the chemical segment was 60% for chlor-alkali/urethane, 20% for 
fluorochemical and specialty, and 20% life sciences.  

The caustic soda market remained at a high level partly because of high level of electricity charges in Europe, 
and some of this impact basically made the global market for caustic soda quite tight. The natural gas prices 
was also high in terms of PVC spread, there was a long-term impact of the lockdown in China, and the 
monsoon in India also lasted longer than usual.  
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Therefore, there was a fall in the PVC business in Southeast Asia, and the spread was narrowed in Q3. We 
believe that the PVC market is expected to cease the fall of the course in Q4, but we cannot expect a sudden 
or rapid recovery in this area. 

 

Please turn to page 20.  

Next, I would like to talk about fluorochemical and specialty business, which is growing in both sales and 
operating profit.  

AGC has positioned fluorochemicals and special business as you can see to the left of this panel, as a growing 
business with high asset and carbon efficiency. Overall, this is not part of a strategic business. We do have 
high expectations for these businesses of high growth. Our group's strength is shown in the middle of this 
slide. We have long-term experience with chemical technology.  

Now, in the market, the demand is expanding, and there are many niche markets, and our products are very 
specialized. We have many number one market share products, and we are growing very fast in this area.  

Based on this trend, we would like to achieve sales of more than JPY200 billion by 2024. Life science, by 2024, 
would achieve or exceed the sales of JPY200 billion. Almost at the same time, we would expect the core 
chemicals and specialty to reach the same size in terms of business.  

So, we would like to ask you to focus on this segment.  
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Please turn to page 21.  

This is the strategic business.  

Overall, this business recorded sales of JPY233.1 billion and operating profit of JPY49.9 billion in the first nine 
months of FY2022. This is a YoY increase of JPY56 billion and JPY15.3 billion, respectively.  

Q3 Group profit versus the ratio of strategic business. Basically, 60% of the profit is coming from the strategic 
business in Q3. Therefore, the business is steadily expanding, particularly in life sciences and electronics.  
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Please turn to page 22.  

This is the performance by region of comparing the first nine months of FY2022, the same period of the prior 
year.  

In Japan and Asia, sales and profits increased due to higher sales prices for caustic soda, despite the impact 
of higher raw materials and fuel prices, as well as higher production costs for glass substrates for LCDs and 
automotive glass.  

In the Americas, sales of contract by pharmaceutical increased, although the transfer of the North American 
architectural glass business had a negative impact on the revenues. Sales increased, and profit decreased 
mainly due to the upfront fixed costs for the expansion of the biopharmaceuticals business and start-up of 
new sites.  

In Europe, sales prices increased in architectural glass. Sales increased, but profit decreased mainly due to the 
impact of higher natural gas prices. 
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Please turn to page 24.  

I'll now explain the full year forecast for the fiscal year ending December 2022.  

As I mentioned at the beginning, the forecast for the full year operating income and the items below has been 
revised downwards from the August 2 announcement.  

Net sales are expected to rise by JPY352.6 billion to JPY2.05 trillion, while operating profit will decrease by 
JPY16.2 billion. Profit before tax will decrease by JPY33.0 billion to JPY177 billion. Profit attributable to owners 
of the parent is expected to decrease by JPY31.8 billion to JPY92 billion.  

We have also revised our full year exchange rate forecast to JPY132 to the US dollar and JPY137 to the Euro. 
The full year forecast for Dubai crude oil prices has been revised to USD100 per barrel.  
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Please refer to page 25.  

Next, I will explain the key points of the revised forecast by segment.  

We have left the previous forecast for net sales unchanged due to price revisions in the glass segment and 
the impact of the yen depreciation.  

The forecast for operating profit is revised downwards in all segments due to the rise in raw material and fuel 
prices, impact of the decline in the PVC market in the chlor-alkali business, and sharp decline in demand in 
display business.  
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Please turn to page 26.  

I will now explain the forecast for each business segment for Q4 of FY2022. 

In the glass segment, there are concerns about the impact of continued strong raw material price and the 
economic slowdown in Europe and other regions on architectural glass. In automotive glass, moderate 
recovery is expected in global auto manufacturing volume, recovering from the impact of shortfalls in 
component supply, including semiconductors.  

Although there are concerns about the impacts of higher and staying raw materials and fuel prices, the effect 
of the revised pricing policy is expected to emerge. In the electronics segment, with regards to displays, sales 
of glass substrates for LCDs are expected to be affected by the impact of capacity utilization adjustments by 
LCD panel manufacturers. The impact of the rise in raw materials and fuel prices, and the weakening of the 
yen, which will lead to higher manufacturing costs.  

In the specialty glass for display, shipments are expected to increase due to the demand season. In electronic 
materials, shipments of optoelectronics materials and semiconductor-related products are expected to 
increase. In circuit board materials, there are concerns about the impact of economic slowdown on demand. 
In the chemicals, chlor-alkali/urethanes, market prices for caustic soda will remain at a high level.  

Although the PVC spread contracted in Q3, the PVC market is expected to bottom out in Q4. And 
fluorochemicals and specialty demand for fluorochemical-related products, particularly for semiconductor 
applications, is expected to remain strong, and shipments are expected to increase.  

In the life science business, CDMO demand for synthetics and agrochemical is expected to be strong. In 
biopharmaceutical CDMO, a reactionary downturn is expected in Q4 due to the concentration of contract 
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sales in Q3. Specifically, this is due to the temporary occurrence in the biopharmaceutical cancellation fees in 
Q3.  

 

Please refer to page 27.  

There's no change in the outlook for our strategic business. As a result of steady growth of business, we expect 
net sales of JPY320 billion and operating profit of JPY70 billion for the full year.  
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Please refer to page 28.  

The annual Capex and depreciation forecast have been revised from those announced at the beginning of the 
fiscal year to JPY240 billion and JPY185 billion, respectively.  

R&D expenses unchanged for the initial forecast of JPY54 billion.  

That will be the end of my presentation. Thank you very much. 

Ogawa: Thank you, Miyaji-san. Now we would like to open the floor for questions. 

 

[END] 


