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Presentation 

 

Ogawa: We will now start AGC Inc.’s financial results briefing for Q1 of the fiscal year ending December 31, 
2023. I am Chikako Ogawa, General Manager of Corporate Communications and Investor Relations, and I will 
serve as the moderator today.  

Today's attendees are Shinji Miyaji, Senior Executive Vice President and CFO; and Toshiro Kasuya, Executive 
Officer, General Manager of Finance and Control Division.  

First, CFO Miyaji, will explain the financial results for Q1 of 2023, followed by a question-and-answer session. 
We are planning to finish at 5:00 PM. Your cooperation is appreciated.  

Now I will ask Mr. Miyaji to start the presentation.  

 

Miyaji: Thank you. I’m Shinji Miyaji, CFO. Please turn to page three. These are the main points in Q1. 

Despite the impact of falling vinyl chloride prices, net sales increased by JPY16.5 billion YoY at JPY489.2 billion, 
thanks to higher sales prices for architectural and automotive glass and favorable exchange rates.  

Operating income decreased by JPY23.5 billion to JPY34.2 billion due to the deterioration of manufacturing 
costs and the impact of higher raw material and fuel costs.  

Net income attributable to the owners of the parent decreased by JPY8.5 billion to JPY22.1 billion.  

The full-year outlook remains unchanged from the announcement in February.  



 
 

 

3 
 

 

Page five.  

Net sales and operating income were as just mentioned.  

Income before taxes decreased by JPY17.8 billion to JPY36.6 billion.  

Net income attributable to owners of the parent was JPY22.1 billion.  

 

 



 
 

 

4 
 

 

Next, results by segment. Please turn to page six.  

Architectural glass and automotive increased sales and profits, electronics and chemicals decreased those 
sales and profits, and life science recorded flat sales and decreased profits.  

 

Page seven. Variance analysis of operating income YoY comparison.  

Sales volume, selling price, and product mix, plus-JPY7.7 billion, with an increase in sales prices of architectural 
and automotive glass.  
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Raw material and fuel purchase prices, minus-JPY14.3 billion, with higher prices of raw materials and fuels 
mainly in Japan and Asia.  

Cost reduction and others, minus-JPY17 billion as manufacturing costs worsened due to lower capacity 
utilization.  

As a result of the above, operating income decreased by JPY23.5 billion from JPY57.8 billion to JPY34.2 billion.  

 

Page eight. Next, financial position comparing with the end of December 2022.  

Total assets were JPY2,851.2 billion, an increase of JPY37.1 billion.  

The debt-to-equity ratio was 0.44.  
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Please turn to page nine. Cash flow statement.  

Operating cash flow was JPY30.1 billion.  

Cash used for investing activities was JPY47.1 billion, resulting in free cash flow of [negative] JPY17 billion.  

 

Please turn to page 10. CapEx depreciation and R&D expenses.  

CapEx was JPY48.7 billion. Depreciation was JPY42.4 billion. R&D expenses were JPY13.6 billion.  



 
 

 

7 
 

 

Next, details by segment. Please turn to page 12.  

Starting with the architectural glass segment.  

Net sales for Q1 were JPY120.5 billion and operating profit was JPY9.3 billion.  

In Europe and the Americas, sales increased by JPY11.2 billion to JPY83.1 billion, owing to higher prices and 
favorable exchange rates despite a decrease in shipments in Europe due to economic slowdown.  

In Asia, sales increased by JPY5.4 billion to JPY37.3 billion, thanks to higher prices despite decreased shipments 
in regions other than Japan.  

Profit breakdown was 40% Asia, and 60% Europe and the Americas.  
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Please turn to page 13. Next is automotive segment.  

Net sales were JPY118.4 billion, operating profit JPY4.8 billion.  

Net sales increased, thanks to the group’s shipment increased as global auto production increased, the higher 
sales prices improvement of the product mix and foreign exchange effects.  
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Page 14 please. This is the electronics segment.  

Net sales were JPY70.2 billion, operating profit, JPY1.9 billion.  

In display, shipments of LCD glass substrates and specialty glass for display applications decreased. Net sales 
were JPY35.8 billion, down JPY9.2 billion YoY.  

Shipment volume of LCD glass substrates grew by low single digit QoQ. Sales prices were flat.  

In electronic materials, with robust shipments of semiconductor-related products and ForEx impact, sales 
were JPY34.1 billion, up JPY3.6 billion YoY.  

Although electronic materials profit was strong with major negative impact of higher raw materials and fuel 
costs, and production costs for LCD glass substrates, operating profit decreased YoY.  

Ratio of sub-segments. Electronics materials was 180%. Display was minus-80%.  



 
 

 

10 
 

 

Now, please go to page 15.  

We believe display business earnings improvement is an urgent management challenge for AGC Group. In the 
February earnings call, we explained that we will take drastic measures to realize the improvement of the 
display business earnings.  

As part of this, we decided to reduce production of glass substrate products for LCDs in Japan significantly. 
More specifically, we will terminate production in Takasago site in Kansai Plant by the end of 2023.  

In addition to the withdrawal from the glass substrate with low profitability size and significant reduction of 
production in Japan, we would implement further measures to improve profitability and quickly pave the way 
toward 10% ROCE.  
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Now, page 16. This is the chemicals segment.  

Net sales in Q1 FY2023 was JPY141 billion. Operating profit, JPY17.2 billion.  

In essential chemicals, sales prices of PVC and others decreased. Sales were JPY100.9 billion, down JPY20.8 
billion YoY.  

In performance chemicals, although shipments of the fluorochemical-related products decreased with higher 
sales prices and ForEx impact, sales grew JPY0.6 billion YoY to JPY39.1 billion.  

As for the ratio of the sub-segments to OP, in chemicals, essential chemicals were 60%. Performance 
chemicals was about 40%.  
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Page 17, please. Let me explain the chlor-alkali market in Southeast Asia.  

Caustic soda market prices declined due to the slow economic recovery mainly in the United States and China.  

PVC market bottomed out at the end of last year and is on the gradual recovery trend.  

Spread between PVC and ethylene is recovering moderately.  
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Page 18. Lastly, the life science segment.  

Net sales were JPY33.2 billion, with little change YoY.  

Operating income was JPY600 million, a significant decline.  

Despite a decrease in biopharmaceutical contract orders due to the absence of COVID-19-related special 
demand, sales remained almost the same, thanks to the favorable exchange rates.  

The decline in operating income was due to upfront cost for capacity expansion in the biopharmaceutical area 
and some operational instability experienced in starting new production lines.  
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The next page describes changes in the environment surrounding the biopharmaceutical CDMO business. So, 
please turn to page 19.  

As explained previously, we expect our biopharmaceutical CDMO business to grow over the medium to long 
term, along with the expansion of the pharmaceutical and CDMO markets. This prospect remains unchanged.  

In the short term, however, there are concerns given the disappearance of the special demand for COVID-19-
related applications after peaking in 2022, and the impact of reduced inflows of funds into the biotech 
ventures due to financial uncertainty and instability triggered by a sharp interest rate hike in the US.  

So, there are concerns now and into the future. Since our Company has many transactions with small- and 
medium-sized biotech ventures, there could be some impact, such as a slowdown in the early-stage 
development projects.  

Given such uncertainties over the future, while keeping our full-year outlook unchanged, we will keep a close 
eye on the situation.  
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Page 20. Next, results of the strategic business.  

Net sales for the entire strategic business were JPY75.1 billion, up JPY3.7 billion YoY.  

Operating income was JPY11 billion, down JPY3.1 billion YoY.  

We were affected by the decrease in profits in the life science business, which I explained earlier.  

 

Page 21. This slide shows the results by geographic segments.  
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Page 23. Next, the full year outlook.  

We have not changed the earnings forecast and dividend forecast announced in February.  

 

Page 24. Our outlook by segment also remain unchanged.  
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Please turn to page 25. Let me explain the highlights of full-year outlook for FY2023 by segment.  

Starting with architectural glass, no changes to the initial outlook in Europe, Americas, and China.  

As for automotive, as we expected initially, recovery of the auto production will push up our shipments and 
pricing policy review are expected to bring further effect.  

An additional effects of the structural improvements in Europe and other regions are expected to emerge.  

In electronics, both display and electronic materials outlook remain unchanged.  
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Please go to page 26. This shows chemicals.  

Essential chemicals outlook remains unchanged. Market conditions for the year will remain below the 
previous year's level. After bottoming out at the end of last year, PVC market conditions will recover 
moderately.  

In caustic soda market, prices that rose last year will gradually decline. Due to recent delay of economic 
recovery in US and China, both PVC and caustic soda have been weak. But as economies starts to recover, 
they are expected to improve.  

Performance chemicals outlook also remains unchanged. Although demand of flourine products for 
semiconductor process application has weakened, it is expected to improve in H2. Demand in transportation 
machinery for cars and airplanes is robust, and our shipment is expected to rise.  

Life science outlook remains unchanged as of now. As I said, special demand for COVID-19-related products 
is over. The key is how to win other orders. Recently, there are concerns about the reduced fund inflows into 
the biotech ventures. Depending on how the situation changes, outlook could be impacted. 
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Please go to page 27. 

Outlook for strategic businesses remains unchanged.  

In the medium term, strategic businesses are expected to grow steadily, but the growth will be somewhat 
slow in FY2023.  
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Please go to page 28. 

Outlook of CapEx depreciation and R&D are not changed.  

With that, I'd like to end my presentation. Thank you very much. 

[END] 

 


