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■ Functional Chemicals 
Q1. Operating income fell slightly below the Company’s previous outlook (down 0.7 billion 
yen) due to the delay in sales of for catalysts and carryover from the 1H to the 2H. The 
outlook for operating income in the 2H has also been lowered slightly compared with the 
Company’s initial outlook (down 0.3 billion yen). Has the Company factored in any benefit 
through the increase in profits attributable to the aforementioned catalysts sales? Can 
you provide details of the factors that increase or decrease operating income? (P5 & P14) 

A1. The delay in sales of catalysts is a positive factor that has been included in our outlook for the 
2H. Meanwhile, an amount corresponding to the front-loaded sales of healthcare, nonwoven 
fabrics, and other products in the 1H has been accounted for as a minus factor in the 2H from 
our initial outlook. 

Q2. What are the underlying reasons for the discrepancy between actual operating income 
in the 1H (7.8 billion yen) and your outlook for the 2H (8.7 billion yen)? (P12 & P14) 

A2. We are projecting an upswing in operating income due mainly to an increase in operating 
rates at nonwoven fabric facilities newly installed in China in FY13 (production capacity of 
15,000tons/year). 

Q3. Tell us about the Group’s overseas agrochemicals business. 
A3. Our overseas agrochemicals business continues to perform strongly. In particular, our agents 
in India are attracting wide acclaim. Operations in North America are essentially unchanged and 
remain robust. 

■ Functional Polymeric Materials 
Q4. The Company has lowered its outlook for operating income (down 0.7 billion yen) for 
the 2H on the back of a steep rise in the market price of ethylene in Asia. It is difficult to 
see a continued rise in ethylene prices while naphtha prices decline. What are some 
other reasons for the downward revision in outlook? (P14) 

A4. In the short term, conditions in the ethylene market in Asia are expected to remain soft. We 
are therefore adopting a cautious approach toward the price of raw materials. Our outlook for 
the 2H is affected by the balance of high priced inventory as of the end of the 1H. Our revised 
outlook for the 2H takes into account such factors as the deterioration in the terms of trade 
compared with our initial outlook. 

■ Polyurethane 
Q5. The actual operating loss for the 1H was 3.0 billion yen. The outlook for the 2H is  0.0 
billion yen. What are the underlying reasons for the positive revision and what are your 
thoughts on TDI market conditions? (P12 & P14) 



A5. While we will enter a period of high TDI demand during the 2H, we do not see any 
improvement in market conditions in the short term. Accordingly, our outlook toward market 
conditions remains unchanged from the 1H. 
From the perspective of supply and demand, we expect conditions will remain difficult 

particularly in China. 
Meanwhile, prices of raw materials are declining in the short term. We will work to reduce costs 

through the procurement of materials at low prices. 
Turning to the underlying reasons for the positive revision, one factor is the absence in the 2H 

of the negative impact on operating income attributable to scheduled maintenance in the 1H. 
Another factor is foreign currency exchange rates and the trend toward a weak yen. In addition, 
we are projecting an increase mainly in the overseas profits of the Coatings and Engineering 
Materials business. 

Q6. Coating and Engineering Materials appear robust. Can you elaborate on business 
conditions and performance? 

A6. Conditions relating to the housing in Japan are slightly weak. In contrast, conditions overseas 
remain robust. We are looking to expand sales in high earnings areas. 

Q7. Can you elaborate on your explanation regarding the Company’s extraordinary loss 
and in particular the impairment loss on production facilities in the polyurethane 
business? Is there any risk that the Company will incur additional impairment losses? 

A7. Conditions remain weak in the TDI market. The decision to post an impairment loss was 
based on current market conditions and the understanding that our ability to generate future 
cash flows in the polyurethane business would be difficult. For the most part, steps to record 
impairment losses on related business facilities have were completed through to the previous 
fiscal year. We do anticipate additional investments including maintenance and repairs. The 
amount, however, is limited. 

Q8. Bayer appears to be contemplating the sale of its Material Science operations. As the 
largest producer of TDI, what impact will this have on market conditions? What progress 
has been made in connection with your links with SABIC? 

A8. We are aware of the moves by other companies. For our part, we also continue to consider 
efforts aimed at rebuilding our polyurethane materials business. All manufacturers are facing the 
same difficult conditions. We do not anticipate any further substantial deterioration in market 
conditions. 
As far as our ties with SABIC are concerned, we continue to make the necessary adjustments. 

■ Basic Chemicals 
Q9. Compared with the improvement in conditions in the phenols market, the size of 
improvement in operating loss from the 1Q to the 2Q and over the 2H seems small. What 
are the reasons and your thoughts on market conditions? 
(Actual operating loss in the 1H: 4.4 billion yen (2.8 billion yen in the 1Q and 1.6 billion 
yen in the 2Q); Current outlook for the 2H: operating loss of 3.1 billion yen) (P12 & P14) 

A9. In the 1H, the phenols market encountered difficult conditions through to July. Spreads only 
began to improve from August. As a result, improvement in the operating loss for the 2Q was 
held to a small level. 



For the 2H, we are anticipating conditions to remain unchanged from the 2Q to the 3Q. While 
conditions in both the phenols and benzene markets are declining in line with the drop in crude 
oil prices, spreads remain intact. In the short term, levels are exceeding those of the 2Q. In the 
4Q, multiple new facilities are expected to come online in China. Factoring in the impact of this 
additional capacity, we anticipate market conditions to be soft in line with our initial outlook. 

Q10. Teijin Chemicals Ltd. has announced its withdrawal from the polycarbonate resin 
business in Singapore. What are your thoughts on the withdrawal of this user of 
bisphenol A? 

A10. Teijin Chemicals’ withdrawal is within the scope of our expectations. This development has 
already been factored into our performance outlook. While we have not made any substantial 
change to the amount of extraordinary loss (P16: Previous outlook: 6.0 billion yen ⇒ Current 
outlook: 7.0 billion yen), we are posting a certain amount that includes an impairment loss on 
facilities. 
We plan to provide details during our management overview briefing session on November 19. 

Q11. What are your assumptions for conditions in the PTA market in the 2H? 
In addition, will the shutdown of PTA production by Mizushima Aroma Co., Ltd. have an 
impact on the quantity produced by the Company? 

A11. While we are undertaking a review of the PTA market in consideration of the current 
conditions, any impact on operating income is limited to the PTA business in Japan. Sales are 
mainly conducted on a formula basis in line the domestic price of raw materials. As a result, we 
do not expect changes in market conditions to have any major impact on changes in profits. 
In addition, the shutdown of production by Mizushima Aroma is not scheduled until the end of 

March 2015. Therefore, there is no impact on performance for the fiscal year under review. We 
plan to provide customers with products as one of suppliers. 

■ Petrochemicals 
Q12. An improvement in naphtha cracker operating rates is one factor that underpins 
expectations of an upside in performance (P14). What about PP compounds? Can you 
provide us with an update on the status of global business? 

A12. In the 1H, PP compounds were robust in North America and Mexico. This trend is 
continuing over the immediate term. In contrast, performance remains weak in Thailand. In 
addition, while the outlook in China is for slightly soft conditions for automobile production, the 
Company’s PP compounds are performing soundly. These conditions have been factored into 
our performance outlook. 

Q13. It is difficult to understand the drop in 2H earnings compared with the 1H. Can you 
elaborate? 

A13. In the 1H, terms of trade mainly in the Polyolefin business in Japan improved on the back of 
stable trends in naphtha prices. In the 2H, naphtha prices are declining. Coupled with 
uncertainties surrounding such factors as the impact on inventories, we are adopting a cautious 
approach toward the terms of trade. 

■ Films and Sheets 
Q14. In which fields are you witnessing robust results in electronic and information film 
applications? 
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A14. Mainly in smartphone-related fields. 

■ On a Group-Wide Basis 
Q15. What is your outlook for operating rates of major products? 
A15. Naphtha crackers: Around 90% for the full fiscal year 

PH: 80% in the 1H and 90% in the 2H 
 (taking into account the shutdown of the Chiba Phenols plant) 

BPA: Full capacity for the fiscal year (taking into account the shutdown of operations at facilities 
in both Japan and Singapore in the previous fiscal year) 

PTA: Around 70% 
TDI: Full capacity excluding regular maintenance factors in the 1H 

Q16. Naphtha prices are exhibiting a substantial decline. Will this have a positive or 
negative impact over the short-term three to six month period? 
A16. The price of naphtha has numerous impact variables including crude oil market conditions, 
fluctuations in foreign currency exchange rates as well as trends in real demand. As a result, it is 
extremely difficult to provide an outlook of how prices will change. 
While a drop in naphtha prices will trigger a corresponding devaluation of inventories, there are 

positive outcomes through the carryover of polyolefin prices, a downstream product, into 
ensuing periods. In revising product prices, we will look to minimize the risk of a sharp drop in 
naphtha prices while seeking the understanding of customers. In addition, we also anticipate 
benefits to accrue in the basic chemicals and polyurethane businesses, which have relatively 
low inventories, as raw material prices decline. As a result, we believe that any impact will be 
limited for the foreseeable future. 
Looking ahead, and in the event of a substantial downturn in demand due to such factors as 

trends in the business environment, we also anticipate a negative impact. Under these 
circumstances, we will work to improve operating rates while maintaining sales volumes. 

Q17. Looking at the outlook for the 2H, it is difficult to identify where in each individual 
segment the impact of the weak yen have been incorporated. What steps have been 
taken to factor in fluctuations in foreign currency exchange rates? 

A17. Difficulties in identifying the impact of fluctuations in foreign currency exchange rates can be 
attributed to changes in such factors as market conditions and naphtha prices. On a theoretical 
basis, we have factored in a positive impact of around 0.6 billion yen for a depreciation of one 
yen. 

Q18. While announcing an increase in dividends, free cash flows do not appear to be all 
that positive. What is your policy toward dividends and the balance with cash flows? 
A18. Cash flow is positive on a fiscal year basis and our fundamental policy is to ensure the 
stable payment of dividends. Taking the aforementioned into consideration, we have decided to 
pay an interim dividend of 2 yen per share. 


