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Steady core business despite lower income expected-Y2017-3 due to
Kumamoto Earthquakes

EVOH resin "Soarnol" maintains strong performance

Basic Report

In FY2016-3, sales amounted to 104.6 billion yeslight decrease year-on-year, (FY2016-3)
but operating income increased from 11.2 billiom y& the previous year to 13.6
billion yen with operating margin significantly imgving from 10.6% to 13.0%. A
largely flat year-on-year sales growth was drivgratdecrease in the sales volume Tomoko Okuyama
associated with withdrawal from unprofitable busges and a change in selling
prices due to a drop in the domestic naphtha pvitéle the sales volume of core
products increased year-on-year. Particularly stra@sults came from EVOH resin

SQUADD Research & Consulting, Inc.

Name NIPPON GOHSEI

"Soarnol", which enjoyed strong demand centeredood packaging applications  Eduity Code 4201
in the U.S. and Europe and led the performanceyts. Despite a decrease in Market Section TSEs 1st Section
sales, operating income achieved an increase b4 kitlon yen, driven by effects | Location Komatsubara-cho, Kita-ku, Osaka
of an increase in sales of "Soarnol" as well aselovaw materials prices due to |President Katsumi Kimura
stabilization of the surged price of vinyl acetatenomers in Europe and a decline |Foundation Date 1927/3/30
in the domestic naphtha price. Capital 17,989 milyen

A strong growth is expected in EVOH resins, as deirfar barrier is increasing ||isted Date May of 1949
in response to needs of a shelf life extensiorfdods in the developed market and | g http://www.nichigo.co.jp/
a sign of growing demand has started to be sed¢heiremerging market. As for sy Material >Chemistry >Synthetic Resit's
"OPL Film", an optical-use PVOH film for polarizingates, some speculates that ,..q;nting period March
adoption of organic EL (OEL) panels to smartphohas a negative effect(*), but
the impact of a shift to OEL panels for use in dptawnes is limited as around 70%
of demand is for use in TVs.

(*) Two polarizing plates are necessary for a lkifjarystal panel, but one polarizing panel is Stock Price 641 yen

necessary for an OEL panel. Yearly High 872 yen (2016/1/4)

Expect performance to deteriorate in FY2017-3 due Ofvstar 599 yen (2016/5/11)

Kumamoto Earthquakes but recover in the following year N < oco 155 Stock

In FY2017-3, as the Kumamoto Plant was damaged 2§16 Kumamoto |unit of Trading 1,000 Stock
Earthquakes”, estimated loss related to the disaste.3.0 billion yen in total.  \arket cap 63,055 mil yen
The Kumamoto Plant is currently under restoratioorkvand is scheduled t0 5y igend (Est) 20,00 yen (FY2017/3)
resume production in sequence from June. Under I®Ri8h the Company has |, vieq (Est) 312 (FY2017/3)
decided tg adopt voIluntanIy from FY2017-3, disastdated loss WI|-| be. reported EPS (Est) 63.6 yen (FY2017/3)
as operating loss. Given these impact, the Comfpamegasts operating income to
. . ] ) ) EPS (Act) 92.11 yen (FY2016/3)
decrease from 13.6 billion yen in FY2016-3 to 9ilidm yen in FY2017-3 with -
) ) o : PER (Est) 10.07 times (FY2017/3)
operating margin deteriorating from 13.0% to 8.9%wever, performance will
. . . _ . PBR (Act) 0.71 times (2016/3)
deteriorate in FY2017-3 only temporarily, and opiea income is expected to
recover at least to the normal level in FY2018-3.

@ Business Trend (JPY M)
Mar-12  Actual 87,243 95.6% 7,117 8.2% 6,763 7/8% 3/154 36% 3,714 32.38
Mar-13  Actual 91,975 105.4% 11,859 12.9% 12,375 13.5% €,158 8.9% 18,792 83.75
Mar-14  Actual 111,151 120.8% 16,229 14.5% 16,712 15.0% ®01  7.2% 23,353 82.32
Mar-15  Actual 105,202 94.6% 11,186 10.6% 11,296 10.7% €,648 6.3% 18,238 68.25
Mar-16  Actual 104,630 99.5% 13,584 13.0% 13,855 13.1% €971 8.6% 21,746 92.11
Mar-17  Company Est** 103,500 98.9% 9,200 8.9% n.a. n.a. 0®,2 6.0% 19,000 63.€6

*Net income attributable to parent company shaméisl, ** "y/y" is for reference purpose (estimatisrbased on IFRS). 1/47
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rief Investor Summ

(PY M)
Name(J) AASRILZ T £kttt Company Name(E) NIPPON GOHSET Foundation Date 1927/3/30
2-4 Komatsubara-cho, Kita-ku, Osaka http/www.nichigo.co.jp/ President Katsumi Kimura
TSE's 1st Section 4201 Company Rating A- (B{THREEERE4—)
M aterial >Chemistry >Synthetic Resins 17,989  milyen Number of Employees non-consolidated 1,075
Ulsaa o e |SMBC Nikko Sec M izuho Bank, Lid. (permanent consolidated 1,737
Aud Lrnst & Young ShinNihon LLC ing concern note none Average Salary non-consolidated (thousand yen) 7,401

Main busingsscs arc (1) polyvinyl alcohol (PVOH), (2) cthylene vinyl alcohol copolymer (TEVOIT) and (3) pressurc sensitive adhesive rosing (Specialty Polymers), of which PVOH film for polarizing plates "OPL. film"
and EVOH resin "SOARNOL" are two flagship products. These two core products are dominated by NIPPON GOHSET and KURARAY, two leaders in the industry. The Company is currently focusing on
establishment of new core products following two core products by not only developing new products but also cultivating demand through expanding applications of existing products.

Business
Profile

With strong perbrmance of two core products, the Company sccks (o expand the business scale by enhancing production capacity through active capital investment. As for "OPL film", although adoption of organic EL
Future to smartphones is a popular topic, as 70% of demand for polarizing plates comes ffom 'I' Vs, impact ofa shift to organic EI. in smartphones is limited. "SOARNOL." market continues expanding along with increasing
QOutlook needs ol'a shelflit extension for ©ods and growing demand in the emerging market. As the Kumamoto Plant was damaged by "2016 Kumamoto Earthquakes", perbrmancc in FY2017-3 is expected to temporarily
deleriorate (impact on operating income: ¢.3.0 billion yen). The Kumamoto Plant is currently under restoration work and is scheduled to resume production in sequence fom Junc 2016.

Stock Price Major Shareholders Share

1,400 Mitsubishi Chemical 51.5% . .
1,200 | Northan Trust Company 2.3% Revenue, Operating Margin

4 hbinm 3 o 150,000 L) 15.0%
1,000 T Metere, RYITD) (AVFC) RE-HCRO0 o _—*

800 PTLE L T LR Ty -U—T'.u—” Japan 'I'rustee Services Bank 1.8% 100,000 O 10.0%

600 raapetitl RBC ISB §/A DUB NON RESIDENT 1.5%

383 State Streat Bank and Trust Company 1.2% 50,000 5.0%
YN SSIONoIgIIagn g Otters A% 0 b gy
558 35588558835588s Tt 100:0% FY2014/4Y2015/4Y2016/5

As of 2016/5/30 Revere Hreakdown Revenue ==®==Operating income
Close Price | Market Cap| EV | | BR Div-Yield** 12.5% Total Assets, Net Assets, ROA&ROE
— 150,000 15.004
| Mar-13 | Mar-14 | Mar-15 | Mar-16 | Latast
FYE Price 839 741 797 713 n.a. 100,000 10.0%
High Price 869 1,306 853 966 872
Low Price 408 686 656 614 599 30,000 7.0%
83.75 82.32 68.25 92.11 na|  ®Chemical Products  ®Trading and Others 0 0.0%
10.02 9.00 11.68 7.74 na| " Others EY2014/EY2015/5Y2016/5
1.25 0.94 0.93 0.79 n.a. Total asscts s Tolal nel assets
* Forecast ==o==ROA ==o==ROE
Income Statement Mar-13 Mar-14 Mar-15 Mar-16 Segment Information
Revenuc 91,976 111,151 105,202 104,630 FY2015-3 Revenue ) Profit Net Margin
Gross profit 26,662 32,893 27,713 30,058 Chermical Products 88,061 84.2% 13,158 14.9%
Operating income 11,859 16,229 11,186 13,584 ‘T'rading and Others 13,031 12.5% 245 1.9%
Ordinary profit 12,375 16,712 11,296 13,655 Others 3,538 3.4% 177 5.0%
Net income 8,158 8,018 6,648 8,971 Adjustment - - 4 0.0%
Depreciation 6,933 7,129 7,052 8,162 Total 104,630 100.0% 13,584 13.0%
R & D Costs 3,388 3,458 3,575 4,000
Intcrest expenses 224 200 64 86 FY2015/3
EBITDA[i] 18,792 23,358 18,238 21,746 Quarterly 1Q 2Q 3Q 4Q Total
CAPLEX [ii] 10,772 20,263 14,512 10,028 Revenue 26,068 26,461 25,662 27,011 105,202
EBITDA-CAPEX 8,020 3,095 3,726 11,718 Opecrating income 3,504 2,961 2,155 2,566 11,186
| i | EBITDA=Opcrating Income+- Depreciation Operating margin 13.4% 11.2% 8.4% 9.5% 10.6%
[ ii ICAPEX=Capital Expenditurc on CF Statcment FY2016/3
Balance Sheet | Mar-13 Mar-14 Mar-15 Mar-16 Quarterly
Cash and deposits 8,433 5,785 7312 7,728 Revenue 25,729 26,936 26,279 25,686 104,630
Accounts receivable 25,120 24,478 27,375 26,236 Operating income 3,013 3,957 3,197 3,417 30,058
Inventory 19,788 24,134 23,074 23,794 Operating margin 11.7% 14.7% 12.2% 13.3% 28.7%
Other current assets 3,711 2,510 2,955 3,914 Revenue growth y/y 98.7% 101.8% 102.4% 95.1% 99.5%
‘I'otal current assets 57,054 56,907 60,716 61,672
Tangible fixed assets 48,762 66,511 73,078 75,842 Key Indicator | Mar-13 | Mar-14 | Mar-15 Mar-16
Intangjble asscts 489 496 407 353 Revenue growth y/y (%) 5.4% 20.8% -5.4% -0.5%
Investment & other assets 5,873 6,193 7,909 6,899 Operating income (%) 12.9% 14.6% 10.6% 13.0%
Total fixed asscts 55,125 73,200 81,394 83,094 Ordinary profit (%) 13.5% 15.0% 10.7% 13.1%
‘T'otal assets 112,180 130,107 142,110 144,766 Net income (%) 8.9% 72% 6.3% 8.6%
Total current liabilities 33,148 38,8722, 41,992 43,485 TRITDA/Revenue (%) 20.4% 21.0% 17.3% 20.8%
Non-current liabilitics 13,587 14,515 16,398 13,020 COGS/Total revenue (%) 71.0% 70.4% 73.7% 71.3%
Total Liabilities 46,735 53,337 58,390 56,505 SG&A/Total revenue (%) 16.1% 15.0% 15.7% 15.7%
Stockholders’ equity 66,222 72,481 77,111 84,229 R&D expense/Revenue (%) 3.7% 3.1% 3.4% 3.8%
Other net assets (778) 4,289 6,609 4,032 ROA (%) 1.7% 6.6% 4.9% 6.3%
Total net assets 65,444 76,770 83,720 88,261 ROE (%) 13.4% 11.3% 8.3% 10.4%
Interest Bearing Debt 10,040 15,350 25,237 17,798 Current ratio (%) 172.1% 146.6% 144.6% 141.8%
Capital ratio (%) 58.3% 59.0% 58.9% 61.0%

Cash flow Statement ar-13 | ar-14 ar-15 far- D/E ratio (limes) 0.15 0.20 0.30 0.20

CF from operating activities 16,365 14,150 9,552 17,445 Interest Bearing Debt / BBITD:  (times) 0.53 0.66 1.38 0.82
CF from investing activities (10,557) (20,033) (14,618) (8,168) /aluation | Mar-13 | Mar-14 | Mar-15 Mar-16

Free CF 5,808 (5,883) (5,066) 9,277 Markct cap BIPrY) 82,532 72,892 78,400 70,137
CF from [inancing activities (3,319) 1,996 6,263 8,737 |ov (BJPY) 84,139 82,457 96,325 80,207
Translation adjustments 425 954 330 (174) EV/Revenue ¥ (times) 0.91 0.74 0.92 0.77
Net CF 2914 (2,933) 1,527 366 CV/EBITDA (times) 4.48 3.53 5.28 3.69

LV: Enterprisc Value, EV=MarketCap + (Interest Bearing Debt — Cash and Deposits — Securities )
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1-(1) Segmen
Composition

Revenue composition
(FY2015-3)

RoL

m Synthetic Resins

® Organic synthesis
Others

Revenue composition
(FY2016-3)

0,

® Chemical Products
® Trading and Others
Others

€ Expanding business with focus on acetic ac-based products since
foundation in 1927

Established in 1927 as a chemical producer, ThediBynthetic Chemical Indust
(hereinafter, "Nippon Gohsei" or the "Company") liesreloped business focused
acetic aci-based products since the successful industriadizadif the first organi
composition acetic acid in Japan in 1928. Currentlye¢tmain businesses are(1)
PVOH (or PVA: polyvinyl alcohol), (2) EVOH thylenevinyl alcohol copolymer) an
(3) Specialty polymers (pressure sensitive adhs).

¥ Segments have been reclassifieinto "Chemical Products" and "Trading
and Others" from FY2016-3

Triggered bywithdrawal from some industrial chemicals and fickemicals ir
FY20153, the Company reviewed the business segmentatibiY201¢-3. As a result
segmerdtior was changed from 'ynthetic Resins", "Organic Synthesis" and "Oth
to "Chemical Products", "Trading and Others" and "@df. At the same time, industri
chemicals and fine chemicals were integrated whih gynthetic resins segment i
"Chemical Products," and resalroducts handled by Taisei Kayaku, a wh-owned
subsidiary, and the business of Kakagakukogyo, another wholl-owned subsidiary
were reclassified into "Trading and Others" (searthelow). Annual sales of industr
chemicals and fine chemic which were integrated away from the organic syn#
segment into the synthetic resins segment are dr@0nbillion yen with mostly fla
operating incom:

Salesamounted t 104.6 billion yen in FY201-3, consistini of 88.1 billion yer
(c.84%)in "Chemial Products”, 13.0 billion yen (c.13%n "Trading and Others" ar
3.5 billion yen (c.3%in "Others" The "Chemical Products" segment generated al
100% of total operating income (13.6 billion y, serving as a major source of inco

@ Business Segment

old || New W||

Business outline ‘

Industrial material for adhesive, emulsifiers
PVOH d . ;
2 and suspension agents, processing agents, etc.
E Ple(r)n H Optical-use film for LCD panels etc.
=
;:‘: E" % EVOH Food packaging film, material for fuel tank
:lles
5 & Specialty Adtheslivestfor olarizing plates, hard-coated
Polymer optical materials
Acetyl Vinyl acetate monomers, acetic acid, other
- Chemicals basic chemicals
SRS
g é Fine Chemical products used as a raw material for
%0 ‘i — Chemicals pharmaceuticals and food preservatives, etc.
o 9} — .
l Trading/ Trading/
i Others Resale products
Logistics, equipment maintenance, environmental analysis,
L Others l Others il’ls%l.['ance agen? Y

Source: financial results materials and company HP.
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@ Main Products

Biodegradable and water-soluble synthetic
resin, used as material for adhesive, paper,
emulsifiers and suspension agents, fiber, and
(ilms as well as additive 10 p ing agent
for pharmaceuticals and cosmetics.

Optical-use PVOH film. It is used to
make polarizing film, an
indispensable element of LCD.

Gohsenol
Gohsenx
Gohsenol EG |

o |
e
Mowvinyl %

OPL
Film

printability.

Fthylene-vinyl alcohol copolymer.

material and gasoline tanks.

EVOILI for engincering plastic.

*EVA: ethylene-vinyl acetate, **BVOH: butenediol vinylalcohol copolymer

acotate | R&W material for
copolymers,
monomer adhesives, etc.

Acetic acid | Food, aroma, etc.

Resin used as an agent [or modifier of resin or
as a stabilizer for extrusion.

@ FY2016-3: Business results b

Issue Date: Monday, June2016

PVOH Specialty Polymer

Acrylic copolymer, used for pressure
sensitive adhesives such as sticker and tape
as well as 1o produce polarizing plaie [or
Tiquid crystal TV.

UV curable resin. With is high adhesion and
solidity it is uszd as a hard coating compound
for plastic and optical film.

Synthetic resin emulsion, It is used for waler
soluble paint, construction material, pressurc
sensitive adhesives, paper processing, and
functional coating.

.E Hi Wa.ter-solub]e AL ﬁ.lm' ]t.is an NlChlgO 1t has preat adhesive property [or plastic
‘<"=.\ 12 optimal film for packaging with Polvyest '/ film, molded products, and metals such as
2 Selon excellent heat-sealing property and olyester aluminum and copper.

EVOH*EVA* BVOH**

Amorphous vinyl alcohal type resin. Tt is

; Nichigo G- 4 high-fumction new material that has
Soarnol P ‘ It is used for film, betles and tubes for Polymer g higher gas barrier property than EVOII
G.Soarnol i ~ food packaging as well as construction / as well as moldability and

biodcgradability.

Industrial Chemicals Fine Chemicals

odium RI:I'W lh'd}ﬂ!tfl{ flor
acctatc pharmaceuticals,
food preservatives
Acetoacet Raw material for
csters organic chemicals

Source: financial results materials and company I1P

(JPY M)

FY2016-3
Revenue & O perating
change change(% ) 2000 margin
Chcemical Products 87,679 88,061 382 0.4% 0%
Revenue  Trading and Others 13,636 13,031 (605) 4.4% 15.0% |
Others 3,887 3,538 (349) -9.0% Fl '
Total 105,202 104,630 (572) -0.5% S10.0%
210,
E 34
Chemical Products 10,777 13,158 2,381 22.1% § 5.0% -i%
Overating  T2ding and Others 174 245 71 408% & 9oL
eratin )
i‘; comeg Others 189 177 (12) 63%  00% 5%
Sub total 11,140 13,580 2,440 219% 30,00000,000
. -5.0%
Adjustment 46 4 (42) -91.3% Revenue(mil yen)
0,
Total 11,186 13,584 2,398 21.4% S
@ Trading and Others
. Chemical Products 12.3% 14.9% 2.7% - “Others
Operating 1. ding and Others 13% 1.9% 0.6% -
margin Bubble area: revenue, (%): revenue
Others 49% 5.0% 0.1% - share
Total 10.6% 13.0% 2.4% _ Source: summary of financialresults

@ (Ref) Business results by segment (o

(IPY M)

Synthetic Resin 64,94¢ 61,51( 67,113 83,560 77,944

Revenu  Organic Synthes 22,93: 22,03: 20,643 23,754 23,371
Others 3,38! 3,69¢ 4,219 3,836 3,887

Total 91,26( 87,24! 91,976 111,151 105,202

Synthetic Resin 10,23 7,244 11,837 16,407 11,381

Operating Organic Synthes (131 3t 174 49 5
income ' Others 20( 231 243 218 189
Sub total 10,30: 7,51% 12,254 16,675 11,575
Adjustment (216, (395, (395) (446) (389)

Total 10,08° 7,117 11,859 16,229 11,186
Operating Synthetic Resin 15.8% 11.8% 17.6% 19.6% 14.6%
margin ' Organic Synthes -0.6% 0.2% 0.8% 0.2% 0.0%
Others 5.9% 6.2% 5.8% 57% 4.9%
Total 11.1% 8.2% 12.9% 14.6% 10.6%

Source: annual repc
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_ Main businesse- (1) PVOH (polyvinyl alcohol), (2) EVOH (ethylenenyil alcohol
1-(2) P'VOH SEEUESES  copolymer) and (3) Specialty Polymers (pressuresiiee adhesive resins- are
Overview summarized belo

€ Summary of Production Process

Materia Intermediate product / Prodi
Polymerization, Saponificatit Casting film forming
. . . Gohsenol OPL Film
Acetic acic Vinyl Acetate (PVOH) (PVOH)
Hi-Selon
Ethylene Soarnol (PVOH)

Copolymerizatio (EVOH)

Source financial results materials and company

€ "GOHSENOL": water soluble and biodegradable syntheic resin

"GOHSENOL"(polyvinyl alcohol), a base product iretRVOH business, is produc
by polymerizing and saponifying vinacetate monomers. "GOHSENOIlone of few
watersoluble synthetic resins, has superior featurelrim formation, adhesivenes
surface ativity and safety, anis used for a variety of fields and applications imithg
fiber processing, pharmaceuticals and cosmetiestips, construction materials, pa
processing, raw material for intermediate membrafieautomobile front glasse
"GOHSENOL" is also used as a raw material for other potsl such as "OPL Film" ar
"Hi- Selon"

The Company produces several types of "GOHSENOLSpecific applications ar
expands into "GOHSENX" series with additional spkékatures. Particularl'sales o
"GOHSENOL EG",a PVOH resin for pharmaceuticals, is expected todase into th
future "GOHSENOL EG" complies with specifications of pimaceutical excipients i
Japan, the U.S. and Europe, and is used for coatipilis and granulation agent as v
as cataplasm and thickener of -drop

Also used as ara
material of "OPL Film"

@ Main applications for Gohsenol
Category Main applications Shape/Packing

Adhesive Adhesives (resoluble, paste, glue), building/civil work (cement,
and Binder | mortar, plaster), inorganic binder (ferrite, zirconium, alumina),
synthetic leather, drug (tablet, cataplasm), compost, agricultural

chemical pellet

Paper Surface treatment (paper, paperboard), specialty paper (thermal Powder Granule
processing recording, ink-jet, exfoliate papers)

Suspension | Dispersant agent for suspension polymerization of vinyl

agent chloride

Emulsifiers | Vinyl acetate, emulsifier for emulsion polymerization of acryl
agents emulsion

Textile Warp sizing agent (span, filament), finishing agent
processing

Molding Film, PVF (sponge), PVB (interlayer, resin), water-soluble

molded material, inner/outer pieces

Source: company HP.

@ China is the largest consumer of PVOI

China accounts for ¢.50 Global production capacity of PVOH is 1.53 millidon/year (2014), anNippon

of PVOH deman Gohseihas production facilities with capacity of 70,0@h/year, ranking 5th (c.4.6
share) in the worl. Kuraray ranks 1st with capacity of 320,000 toafyéc.21.0%
share), which has increased by 90,000 ton/year #8000 ton/year in 2013 throu
the acqisition of the vinyl acetate business from DuPahinge 2014) and expansion
existing facilities. On the other hand, demandR®OH is ¢.1.03 million tonof which
more than 50% or ¢.52000 ton is consumed in China (2015 estimate). 62@rounc
5% gowth is expected in South East/South Asia, butotdook for the global growt
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Nippon Gohsei and
Kuraray are only two
manufacturers of
optical-use PVOH films in
the world.

70% of demand is for TVs
30% is for smartphones/
tablets and PCs.

is around 1% due to slower demand growth in CRinghinese companies are in the
process of expanding production facilities, whilennd increases only slightly,
causing concerns about deterioration of the dersapgly balance. However, as
Chinese products have quality issues and type oflled products are limited, the
utilization rate of Chinese manufacturers are asrsid to stay at the low level. Also,
facing fiercer competition within commodity prodsictlapanese manufacturers have
developed demand for pharmaceutical applicatiotts, ie an effort to differentiate
themselves.

World: Polyvinyl Alcohol Prodcution Capacity Ranfin
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+Chang Chun PetroChemical incudes Chang Chun Chefdiealgsu).
*SEKISUI CHEMICAL includes DS POVAL (Joint venturetwiDenka).
Source: The Heavy & Chemical News Agency, "ChemiRralducts Handbook 2015"

© Source: The Chemical Daily, "Chemical Economy M&26i6 Extra Edition"

€ "OPL Film": duopoly by Kuraray (70% market share) a nd Nippon Gohsei
(30%)

"OPL Film" is a PVOH film (PVA film) used as a mad for "polarizing plate
(polarizing film)", an indispensable element ofulig crystal displays (LCD). A PVOH
film had been initially used as a packaging malketiat after development of its
application to a polarizing plate, it has grownaa® of the Company's core products
along with dissemination of LCD TVs.

A PVOH film which functions as a polarizer has lobgen used as a material for
polarizing plates because of difficulty in findimgibstitute products. A high technical
barrier to entry also_creates duopoly by Kuraray@eo share) and Nippon Gohsei
(c.30%) (estimate from production capacity; see)P2@l leading polarizing plate
manufacturers, which are main users, procure PV@Hsffrom both Kuraray and
Nippon Gohsei, although the respective shares vary.

The polarizing plate market has continued expandingyed by dissemination of
smartphones and tablet devices in recent yearsth@nsiquare footage sold is expected
to reach 364M n(estimate) in 2015 and 412M?rn 2018 (see P21). As c.70% of
polarizing plates (square footage basis) are usebvis and around 30% are used in
smartphones/tablets and PCs, the polarizing plaséekenh is primarily driven by
development of demand for use in TVs albeit sigaifit growth in demand for use in
smartphones.
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@ Polarizing plate (polarizing film) industry/leading makers

LCD Panel/Polarizing Plate

Protective film

Leading material makers Leading polarizing plate makers

[TAC ] Fuji Photo Film, Konica

Polarizing OPL Fitm(PvA) * RABYGTIH
f late ) Pl il [PMMA] Nippon Shokubai, Toyo
upper Kohan
L Glass substrate
Liquid Kuraray, Nippon Gohsei .
Crystal Liquid crystal = Nitto Denko
cell Glass subsirate [TAC] Fuji Photo Film, Konica * LG Chem (Korea)
Minolta = Sumitomo Chem
Polarizing Polarizing film ECOP] AZ}EO{I, Okuri Itlzdlk.)lst.rlil - BenQ Materials (Taiwas)
Pate OPL Film (PVA) KPI\}:[M Nippon Shokubai, Toyo S
ohan
(Bottom) Protective film
. Note
light TAC: Tri-acetyl cellulose
COP: Cycloolefin polymer
Back-light unit PMA : Polymethyl methacrylate
Source: Fuji Chimera Research Institute, Inc., "2015 Current Status and Outlook of Functional Polymeric Films"
€ "Soarnol (EVOH)": a synthetic resin with high gas barrier and

1-(3) EVOH Busines:

processability properties

"Soarnol" (EVOH resn) balances gas barrier properties and melt exiliga by
modifying PVOH with ethylene to improve processiy.

"Soarnol" is used, by adding fi-lamination after c-extrusion molding with othe
resins and film processing, for packaging filmsitles, tubes and sheet formati
material. About 50% of "Soarnol" are used for food packadiihms. With its high
barrier properties to gas other than oxygen andesistance, Soarnol is used not ¢
for food packaging applications but for fuel tau

As "Soarnol" has a feature that the lower ethyleneerdmffers higher gas barri
performance but less processability, the Companyufaatures various grades
"Soarnol" with different ethylene contents accogdio application. The company al
developsderivative products such as "Soarlite” for in engineering plastic

Overview

Aresin with a high barrie

feature.

€@ EVOH resin market is also dominated by Kuraray andNippon Gohse

There are three EVOH resin manufacturers: (1) Kayaf2) Nippon Gohs and (3)
Chang Chun Petrochemical (Taiwan) with respectivarket share in terms .
production capacity of (1) Kuraray 52% (81,000 yewmf), (2) Nippon Gohsei 42
(66,000 ton/year) and (3) Chang Chun Petrocherbiza{10,000 ton/year) (as of Mar
2016, ge P40

Production of EVOH resins requires sophisticatethnelogy as it is difficult tc
control qualit. Also, EVOH resin is a ncommodity product that requin
customization and technical services accordingpieation, and therefore an ability
supply products that meet with needs of customersritical. In addition to a hig
technical barrier to enti heavy burden of initial costs also serves as adraiw new
entry, as, for example, around one million yen per tboapital investment irequired
to construct a new production ple

Demand folEVOH resins had been centere the developed market which reqis
high level of safety and quality standards on fodugdemand in the Asian region h
gradually started growit. Also in the deeloped marketthe Company expects tl
market to grow at an annual rate of about 5%, gerincreasing demand for a st
life extension and small packag (see P23).

Nippon Gohsei has implemented capital investmerariticipation of the demar

Kuraray ancNippon
Gohseisubstantially
dominate the mark

The EVOH market i
expected grow at 5%.
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1-(4) Specialty

Polymer Business
Overview

pressure sensitive adhes
resins in a wide range
application

Developed into a variety

growth, and a new facility in the U.S. with capgcdf 15,000 ton/yeacame int
operation in December 2015. Currently, Kuraray @méng Chun Petrochemical he
also started expanding facilities. Thus all threanofacturers are in the process
enhanang production capacitalon¢ with the market growt

@ Sample Applications for Searnol

Films

o

Sample: fresh meat, ham
and sausage, cheese

Blow molded bottles

Sample: mayonnaise,
cooking oil, agrochemical
|_bottles

Extruded tubes

Sample: cosmetics tubes

Issue Date: Monday, June2016

Cups & trays

%

s !

& 4

Sample: jelly, processed
rice diet, soybean paste

Retort pouches

Pipes

Extrusion coatings

Tanks

Sample: lids for
processed rice containers
|_and dessert containers

@ Development of a variety of pressure sensitive adbiee resins centered ol

optical use

The Specialty Polymer business provides a variétyressure sensitive adhes
resins by combining and inte¢ing technologies in cohesive, adhesive and coi
fields. Representative products include "COPONYLSHIKOH", "Mowinyl" and

"Nichigo-Polyester".

Sample: floor heating
pipes

Sample: juice carton

Sample: gasoline tanks

& Specialty Polymers: properties/main use of key praacts

Product

Coponyl
(Acrylic copolymer

Shikoh
(UV curable urethane acrylate re:

Mowinyl
(Syntheticresin emulsior

Nichigo-Polyeste
(High molecular weight saturat
polyester resir

Propertie

Durability, removabilit

High hardnes and low
shrinkage, optical competent
antistatic functio

Miscibility with various agent:
adhesion to olefin, adhesion
film substrat

High adhesion, plasticiz
resistance, low outg

Source : company HP

Main ust

Pressure sensiti adhesive, coatin
(building, plastic), ink, varnist
adhesives, resoluble ag

Coating agent, ink, pressi
sensitive adhesive, adhesives, m
coating

Coating, construction materia
adhesive! pressure sensiti
adhesive, paper process

Adhesives, film coating, ink, met
coating, toner bind:

Sourct:company HP.
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@ Strong in optical-use pressure sensitive adhesives polarizing plates
Nippon Gohsei is particularly strong in the fielfl "optical-use pressure sensitive
adhesives for polarizing plates" used in FPD (ftanhel display) of TVs and PC

Strong in optical-use
pressure sensitive

adhesives e.g. monitors.
"COPONYL" and Products used for "optical-use pressure sensitihesives for polarizing plates” are
"SHIKOH". "COPONYL" and "SHIKOH". "COPONYL" is a copolymergia mainly from acrylic

acid ester using solvents such as ethyl acetatecdnene, and products with a wide
range of grades are offered for optical applicatias well as other applications
including masking tapes/protective masking filmaydls, vinyl chloride base material
and double-sided tapes.

"SHIKOH" is a urethane acrylate-type UV/electroralrecurable resin. It is highly
evaluated as an environment-friendly resin, asntbsetting time is lower compared
with thermoset-type resins and designing is possiisider solventless or water-based
conditions. A broad range of properties, rangingnirultra-hard types to soft and
elasticity types, are available, and by changing $ftructural design according to
applications, products are provided to meet witkt@mers' needs.

@ Increasing demand for UV curable-type resins mainlyin optical applications

In recent years, UV curable-type resins are dravéttgntion in the optical field.
Nippon Gohsei offers "SHIKOH", a UV curable-typeetitane acrylate resin, in this
field. The world sales volume (estimate) of urethatrylate is expected to increase
from 71,500 ton in 2013 to 84,500 ton in 2018, eprly 20% due to strong demand.
Globally, the sales volume of Allnex (Belgium) aAdkema (France) is standing out
with a combined market share of nearly 50%, buthi@ domestic market, Nippon
Gohsei is positioned at the top with about 15% dsifnenarket share (2013j"

While urethane acrylate is used not only for optagaplications but for automobile
head lamps, cosmetic cases and painting for bgildiaterials, the demand growth is
supported by optical applications, and the markein an expanding trend along with
dissemination of smartphones and tablets. The salesne in the domestic market is
estimated around 6,600 ton in 2013, and a flafigitsincrease is projecteﬁl) , but
demand for optical applications is expected to dase. The Company focuses on
high-value-added products for optical applicatioesjoying a strong growth in sales
particularly for use in bonding touch panéi8.

b Estimates by Fuji-Keizai.
¢2) A touch panel has a multi-layer structure, for vbhigptical-use transparent adhesives (SHIKOH or
COPONYL) are used to bond materials.
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2-(1) Topics in FY2016-3

/Company History

July 2015

Brought "MelFil," a
water-soluble filament for
use in 3D printers, into the
market.

April 2016
Established a sales
subsidiary in Singapore.

April 2016

The Kumamoto Plan was
damaged by the 2016
Kumamoto Earthquakes
with estimated loss of ¢.3.(
billion yen.

@ Topics in FY2016-3
The following table summarizes press releases shadi since April 2015.

@ Most recent press release (extracts) from 2015/4

May-15 | General | Announcement of chage in representativetdire
Jun-15 PVOH |Introduction of water-soluble filaments for FRiVipe 3D printers

Jul-15 Other | Announcement of merger of consolidated subsédi
Oct-15 General | Notice of revision to performance guidance

Nov-15 General | Release New Mid-Term Management Plan "NICHG"
Mar-16 Other | Establish of subsidiary in Singapore

Apr-16 PVOH | Expansion of "OPL film" production facilitiesf polarizing fims

Apr-16 Other | Aggregation of Subsidiaries in Southeast Asia
Apr-16 General | Impact of 2016 Kumamoto Earthquakes on Nippohsei (5th Report)
May-16 | General |_Impact on business performance by Kumanmititiiakes
May-16 | General | Impact of 2016 Kumamoto Earthquakes on Nippohsei (6th Report)
Source company HP

€ Brought "MelFil," a water-soluble filament for use in 3D printers, into the
market

In July 2015, _the Company brought into the markigtelFil," a water-soluble
filament for use in 3D printers FDM, made of "NighiG-Polymer". "MelFil" has high
water-solubility and biodegradability, and has as@erior properties in adhesiveness,
plasticity and printability. While 3D printing hamt yet been popular, with a trend of
lower prices of 3D printers for domestic use, ttmmpany plans to cultivate demand by
attracting the customer base which has not be&sfisdtwith the traditional supporting
materials. The Company sells "MelFil" not only apan but also in the U.S. and other
regions where 3D printers are becoming popular.

@ Established a local company in Singapore as a nevage in Southeast Asia
and Oceania

In April 2016, the Company established NIPPON GOH®3EIA PACIFIC in
Singapore (capital: USD 300,000). As demand forat8ol", a resin with high gas
barrier properties used for food packaging and faek, is expected to increase in the
Asian market along with the economic growth, thenBany will cultivate the market
in full swing with NIPPON GOHSEI ASIA PACIFIC as base of marketing and
technical service in the Asian region. Accordinghe Company decided to transition
and consolidate the sales function of NIPPON GOHSHRAILAND (capital: 23
million baht) into NIPPON GOHSEI ASIA PACIFIC. NIRIN GOHSEI THAILAND
is scheduled to terminate operation as of the endlay 2016 and enter into a
liquidation process.

€ The Kumamoto Plant was damaged by Kumamoto Earthquiees in April
2016
The Kumamoto Plant was damaged by Kumamoto Earkeguaccurred in April
2016. The Kumamoto Plant has production lines dPL'Gilm", "GOHSENOL" and
"GOHSENX'). Although damages were limited as the "OPL filmdguction line was
yunder regular maintenance, a part of buildings &awilities were damaged and
products inventory was also damaged.
Top priority is put on repairs of the "OPL film"gatuction lines which are scheduled
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to resume production in sequence from mid-June. @baki Plant is assisting the
Kumamoto Plant in manufacturing some product types.

As for "GOHSENOL" and "GOHSENX", production of "G@&HENX Z" and
"GOHSENX EG" is scheduled to be resumed from eddpe, and production of
"GOHSENX L-3266" is scheduled to be resumed from-tily, while production of
other types of products is scheduled to be resufnmed September. The Mizushima
Plant is assisting the Kumamoto Plant in manufaaogusome types of "GOHSENOL".

Estimated impact on business performance in FYZRikrloss of ¢.3.0 billion yen in
total, consisting of ¢.2.4 billion yen of disastetated loss from restoration cost and
disposal of inventory assets, and ¢.0.6 billion géa decline in operating income due
to suspended operation.

) out of six "OPL film" production lines (88M #year), the 3rd line (15M ffyead , the 4th line (15M
mélyeap , the 5th line (15M nf/yeap and the 6th line (18M nf/yeap with total capacity of 63M Ayear
(c.72%) existin the Kumamoto Plant. Also, production $iref "GOHSENOL" and "GOHSENX" with capacity
of 30,000 ton/year (c.43%), out of total capacity®,000 ton/year, exist in the Kumamoto Plant.

@ Focus on optical applications since around 1990

Established in 1927, the Company has a long hiskf2016-3 represents the 133rd
fiscal term. Shares were listed in Tokyo and Osatkeck Exchanges in 1949, the 23rd
fiscal term. "Keiretsu" (capital-tied) relationshagth parent Mitsubishi Chemical Corp.
started in 1963 when Mizushima Gohsei Kagaku Ko@go, Ltd. (current Mizushima
Plant) was established under joint management. Campany has developed the
business around "acetic acid" as a base producbagahic synthetic chemical as a
base technology since its origin, and started prtioin of "GOHSENOL" (PVOH) in
1949 and "Soarnol" (EVOH) in 1984.

The Company accelerated development of the oversesiess centered on the
EVOH business in mid-1990s, and acquired EVOH petdno facilities from DuPont
in 1994 and established NOLTEX (U.S.) as a produadtiase of "Soarnol". In 1996, the
Company started operation in Europe, and subsdguar2001, established NIPPON
GOHSEI UK for production of Soarnol.

In the technology front, the Company has focusedporduct development for
optical applications since 1990, started productdtiOPL films (optical-use PVOH
films)" in 2003, and subsequently released a sesfeproducts including pressure
sensitive adhesives for use in touch panels aridabptse hard coat resins.

@ Company History

Four wood-vinegar-manufacturing companies jointyablished Nippon Gohsei Kagaku
Kenkyusho.

Changed the company's name to The Nippon Synt8agenical Industry Co., Ltd,
Succeeded in industrialization of the first orgactbenposition acetic acid in Jap

1949 General | Listed shares at the Tokyo & Osaka Stockdixges.

PVOH | Completed construction of "GOHSENObfoduction plant at the Ogaki Plant.

Cooperated with Mitsubishi Kasei Kogyo (currentljtdtibishi Chemical Corporation) for
conversion of petrochemicals and jointly establéMizushima Gohsei Kagaku Kog»
1971 General | Merged with Mizushima Gohsei Kagaku Kogyal enade it the Mizushima Plant.

1927 General

1928 General

1963 General

Established Tokai Resin Co., Ltd. (currently OgRlkint Kamiya), and in the following year,
started production of Hi-Selon.

1984 EVOH | Started full-scale production of "SOARNOL" &etMizushima Plant.

1987 EVOH | Established NIPPON GOSEI (USA) Co., Ltd.

Started production of SHIKOH, ultraviolet opticdtfaviolet ray and electronic line
hardening type resin).

1972 PVOH

1989 | S Polymer
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Planned the U.S. business development for SOARM@I purchased a plant in Houston,
Texas from E.I. DuPont Nemours & Compankstablished NOLTEX L.L.C.

Established the North American sales company SOARUS. for SOARNOL under joint
management.

EVOH | Established NIPPON GOHSEI Europe GmbH as ajieeao sales office.
2001 EVOH | Established NIPPON GOHSEI UK Ltd. for manufaaig SOARNOL.

Started production of OPL film (optical polarized®H fim, a key component of polarizing

film for liquid crystal displays) at Ogaki.

Acquired all shares in Clariant Polymer Co., Lidichigo-Mowinyl Co., Ltd.) and made it a

subsidiary

2006 General | Established NIPPON GOHSEI Shanghai Offigghima.

2010 General | Incorporated the Shanghai Rep. Office im&ho establish NICHIGO SHANGHAI Co., Ltd.
General | Established NIPPON GOHSEI (THAILAND) CO.,uTin Bangkok, Thailand.

2014 | S Polymer Acquired a 34% stake in Japan CoatingnResip. (former Chuo Rika Kogyo Co., Ltd.)

2016 General |_Established NIPPON GOHSEI ASIA PACIFIC POTED. in Singapore.

PVOH: Polyvinyl alcohol, EVOH Ethylene-vinyl alcohol copolymer, S. polym@&pecialty polymer (pressure sensitive adht

1994 EVOH

1996 EVOH

2003 PVOH

2004 | S Polymer

Source: Annual report, Company HP

@ Promoted selection and concentration of businessnsie FY2010-3 to achieve
significant improvement in operating margin

After exceeding 100 billion yen for the first tirmeFY2008-3, sales continued to
decline until FY2012-3 partly due to an impactlué financial crisis. However, during
the same period, as the Company has proceededvithitirawal from unprofitable
products centered on fine chemical products, ojperatargin having stayed around
5% significantly improved to 12% in FY2010-3 andsabsequently remained over
10% (except in FY2012-3).

Sales have remained around 100 billion yen in reseveral years, but it was a
result of the Company's efforts to suspend handéngr profitable products and shift
toward growth areas, and the Company aims to aelsakes of 140 billion yen and
operating income of 20 billion yen (operating margf 14%) in FY2021-3, the final
year of the new mid-term management plan "NICHIGO. 2

Long Term Trend for Revenue & Operating Margin
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Revenue =e=Operating margin
* Value excludes the impacts by accounting periognge of some subsidiaries.
Source: summary of financial results and new nmadierm management plan

€ Implemented enhancement in business structure inctling establishment of
2-(2) Affiliates a subsidiary with a view to expand business in thBoutheast Asian region
Nippon Gohsei belongs to the Mitsubishi Chemicalditms group, within which
the Company constitutes the "Designed Materialsr®eeg’ as a listed subsidiary of
Mitsubishi Chemical Corp. The Company procures letingy and other raw materials
from parent Mitsubishi Chemical. Also, one of dies of the Company came from
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Mitsubishi Chemical for the purpose of exchanging management information with
the Mitsubishi Chemical group.

Nippon Gohsei itself has 15 consolidated subsigsadand one affiliated company
accounted for by the equity method (see below th&tt of 15 subsidiaries, 5
subsidiaries provide "Other" services such as tmgisservices and maintenance of
facilities, and one subsidiary serves as a holdiompany in the North American
region.

In Japan, Nippon Gohsei is a primary entity of nfanturing and sales, while Taisei
Kayaku is mainly engaged in sales as a trading emmpspecialized in chemical
products and Kansaikagakukogyo manufactures amdbdites film products.

The overseas business is centered on EVOH, wittstiisidiaries in North America:
NOLTEX (U.S.), an EVOH manufacturing subsidiarydaBOARUS (U.S.), a sales
subsidiary, and also two subsidiaries in EuropePPON GOHSEI UK (U.K.), an
EVOH manufacturing subsidiary, and NIPPON GOHSEldpe (Germany), a sales
subsidiary.

In_April 2016, the Company established NIPPON GOH®IA PACIFIC in
Singapore (capital: USD 300,000) in anticipationtted demand growth in the Asian
region. NIPPON GOHSEI THAILAND (capital: 23 milliofbaht) is scheduled to
transfer its business function to NIPPON GOHSEIABACIFIC, terminate operation
as of the end of May 2016 and enter into a liqudseprocess.

Also within the other business segment, Ogaki Njohervice (logistics) absorbed
Nichigo Engineering (design of chemical facilitieg) January 2016. As both
companies are wholly-owned subsidiaries, the mevgrhave little impact on the
consolidated performance.

@ Group Organization Mitsubishi Chemical Holdings

Mitsubishi Chemical Corporation

51.5%

Sales sites Head Office(Osaka Branch Office(Tokyo)
Production sites Ogaki Plant(Gifu) Mizushima Plant Kumamoto Plant
Research and Central Research Laboratory Processing-Technique Functional Film Development
Development (Osaka Development Center Center (Gifu)

: . Logistics service and
<Japan> <North America> <Europe> <Asia> facility maintenance

100%
NIPPIN
100% |100%  GOHSEI (USA) 100% 100% 100% 100% |100% 100% 34% 66%

83.9% 100%

Oogaki Nichigo Service [
z z z »z )
; =1 ) 7)) —~ U w3 Kumamoto Nichigo Service g
= 9 n m 8 Iz 3 8 > 8 o
@, H Q c 2 zQ =2z F2 Nichigo Kyushu S
5 = 2 S0 05 20 Q0 : 2
< = c ® O I 20 TO Kyosei
) < " >0 = Q
= = T = * T OI By
< o 0 n In Osaka Environmental o)
S m m m Technology Center g

4 Production subsidiary

* NIPPON GOHSEI (Thailand) is scheduled to transfebusiness function to NIPPON GOHSEI ASIA PAQFterminate operation as of the
end of May 2016 and enter into a liquidation preces

* NIPPON GOHSEI ASIA PACIFIC was newly establishzdApril 2016. Source: summary of finanial results
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The Nippon Synthetic Chemical Industry Co., Ltc2(G4.T Issue Date: Monday, June2016

@ Domestic/Overseas Network

NIPPON GOHSEI UK (UK)
NIPPON GOHSEI Europe (Germany o3
& - >
/' ) # o Lo -
(4 £ _SOARUS(US)
. /———————————I/)v ‘} “v g,
P !t /,( #,{ ; NOLTEX(US) t- 4
________ Loh l\\__,// ‘\

"/ | NICHIGO SHANGHAI (China)
- < _?\
Mizushima Plant

1 P
| I
1 1
1 I
1 1
' :
| -
| HQ Tokyo Branch | NIPP ‘G})HSEI ASIA PACIFIC (Singdpore)
, .
!
! :
: i
| :

9
\Ogaki Plant

'\Kumamoto Plant

HQ ® Salessite ® Production site

Source : Created by SQUADD based on company brochure.

@ In the process of upgrading the Ogaki Plant to a aste-of-the-art plant

. The Company has 5 productiortes, consisting of 3 sites in Jap- "Kumamoto
Capital Investment Plant", "Mizushima Plant" and "Ogaki Plant", andeagach in the U.S. and the U
Two overseas plants specialize in production of EV®ollowing the withdrawal fror
unprofitable operations implemented bye previous year, the Company plans
restructure the Ogaki Plant (Gifu) and is in theogass of upgrédng it to a
state-ofthe-art plant by introducing new production facilitiesxd enhancing tr
existing facilities

@ Production capacity for major products

2-(3) Major Sites/

Kumamoto Plant (Kumamot 30,000 63,000 -
Mizushima Plant (Okayam 40,000 - 10,00(
Ogaki Plant (Gifu - 25,000 -
NOLTEX (US) - - 38,00(
NIPPON GOHSEI UK (UK - - 18,00(
Total (before expansio 70,000 88,00C 66,00(
OPL film expansion (Ogaki Plar 0 18,000 0
Total (after expansio 70,000 106,00(C 66,00(

Source flInancial results materie

Production of PVOH, PVOH film, Fine Production of PVOH, EVOH, Vinyl Production of PVOH film, Adhesive
chemicals, etc. acetate monomer, etc. resin, Fine chemicals, etc.

Kumamoto Plan was founded in 1939 | Mizushima Plant was founded in 1963 |Ogaki Plant was founded in 1927,

as the second plant following Ogaki | as the third plant in the Mizushima where the Company succeeded in the
Plant, with the largest site arca. It now |Industrial Complex for conversion to | first production of acetic acid in Japan.
produces “Gohsenol (PVOH)”, “OPL | petrochemicals. It now produces vinyl It now produces “OPL Film”, Specialty
Film (PVOH film)” and intermediates acetate monomer, “Gohsenol (PVOH)”, | Polymer products, intermediates for
for pharmaceuticals and agriculture. | “Soarnol (EVOH)”, etc. pharmaceuticals and agriculture.

Source: Company brochure, company HP
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# Decided to add a new "OPL film" line with capacity of 18M m?year in April

Decided to expand "OPL 2016
film" production facility "OPL film" 6th line (18M m?/year capacity, investment amount c¢.6.5 billion )yen
(7th line). came into operation in 2014, bringing the totaldurction capacity to 88M fiyear. In
April 2016, the Company decided to make capitaéstment to add 18M ftyear (7th
line), which is scheduled to complete in 2Q FY2@L8A/ith addition of the 7th line,
total production capacity of "OPL film" will increa by c.20% to 106M fiyear.
Similar to the 6th line, the 7th line is capablertanufacture wide-width products up to
4.8m and is designed with further technologicaheshent, and the planned investment
amount is ¢.8.0 billion yen. As the investment amiofor the 7th line includes a
construction of a building and infrastructure faigs, it is larger by c¢.1.5 billion yen
compared with the investment amount of c.6.5 biljen for the 6th line.

Depreciation period of "OPL film" production linds as short as 5 years, and
depreciation has already completed for the 1st timeugh the 4th line, providing a
strength in cost competitiveness (production cdpacf depreciated lines is 55M

m?/year).

@A new EVOH line in the U.S. with capacity of 15,000on/year came into
New EVOH line in the operation in December 2015
U.S. came into operation Construction of a new EVOH line in the U.S. NOLTEWich started in July 2013

from December 2015. completed during 2Q FY2016-3 (investment amoun8@.illion dollar, 15,000
30% increase in productionton/year capacity). Upon completion of the new linghe U.S., production capacity
capacity. increased by ¢.30% to 66,000 ton/year. Althoughng line was initially scheduled to

come into operation from 2Q, the start of operatidelayed until December 2015 due
to prolonged regular maintenance at energy suppiypanies and raw material supply
plants.

@ New facilities for "Hi-Selon" and "COPONYL" under ¢ onstruction
New "COPONYL" line and  Currently, expansion of production line of "COPONYIa solvent-based pressure
"Hi-Selon" line are sensitive adhesive for electronic materials, in @gaki Plant (c.2.6 billion yen) and
scheduled to come into construction of a new production line of "Hi-Selpa“water soluble PVOH film, in the
operation at the end of Jundlumamoto Plant (c.3.3 billion yen) are in progreasd the "COPONYL" line and
2016 and October 20186, "Hi-Selon" line are scheduled to come into operata the end of June 2016 and
October 2016, respectively.

As the line which currently produces "Hi-Selon'tire Ogaki Plant is running at the
full capacity, the incremental supply for use irtkaging of liquid detergent which is
growing particularly in the U.S. and Europe will ipet by this expansion of production
capacity.

respectively.

@ Prodction Facility Expansion Status

Acrylic pressure sensitive adhesives . FY2017/3 1Q
solvent type [COPONYL] +12,000ton/ y Ogaki 268 IPY Oct-14 (2016/4-6)
; FY2017/3 3Q
- K t 3 -
PVOH film [HI-SELON] +1,600 ton/ y umamoto 3.3BJPY Feb-15 (2016/10-12)
Optical-use PVOH fims N ) 2016/4 FY2018/3 2Q
Ogaki .
T OPL film} +18Mm/y g2 8.08 JPY Expansion Completion schedule

Source press release and flnancial results materials

16/47
-~ ]
This report is prepared by SQUADD Research & Cdimgylnc. ("SQUADD") for the purpose of providingformation to investors, and not for solicitatidisecurities trading. Although this is based
on the information and materials that SQUADD judgeliable, there is no guarantee of accuracy, bikgi completeness, suitability and timelinesQ$ADD shall not take any responsibility
whatsoever for any results including direct or iedt damage arising from the use of, or reliancehis report. Investors should take their own oesibility for securities and other transactionse T

intellectual property right of this report belortgsSQUADD, and any copy, transmission or quotenyf @ontents without permission is legally prohitite



2-(4) Ownership

try Co., Lid2@4.T)

maintaining around 70% ownership.

Mitsubishi Chemical holds
the majority shares.

@ No significant change in major shareholders
There has been no significant change in the owiperstructure, with parent
Mitsubishi Chemical maintaining about 50% ownerslaipd top 10 shareholders

Issue Date: Monday, June 6, 2016

The number of shareholders as of March 2015 wa¥4 df which "individual and
others" were 3,634 (c.89%). Corporate shareholdetsunted for larger ownership at

around 40% excluding Mitsubishi Chemical and aro@@d6 including Mitsubishi
Foreign ownership is on an Chemical.

increasing trend.

By type of shareholders, ownership by both fore@mrporations and financial

institutions remains around 15%, but in recent fggars, ownership by foreign
corporations has been increasing, while ownershififancial institutions has slightly

decreased.
@ Major Shareholders

1 Mitsubishi Chemical Corporation 46.1% 50.4% 50.4% %0.4 51.5%

2 Northan Trust Company (AVFC) RE-HCR0O 1.4% 1.3% 21% 2.3%

3 Japan Trustee Services BafikA) - - - - 1.8%
Japan Trustee Services Bank. 11.2% 8.7% 5.6% 6.2%

4 RBC ISB S/A DUB NON RESIDENT/TREATY ) _ 159
RATE UCITS-CLIENTS ACCOUNTS

5 State Streat Bank and Trust Company 1.6% 1.7% 3.6% % 3.3 1.2%

6 Mizuho Bank 1.2% 1.2% 1.2% 1.2% 1.2%

7 State Streat Bank and Trust Company 505223 - 1.2%

8 The Master trust Bank of Japan. (TA) - - 1.1%

9 Japan Trustee Services Bank. (TA 9) - - - 1.1%
Trust & Custody Services Bank 1.8% 1.4% 1.5% 1.1% -

10 Marubeni Corporation 1.0% 1.0% 1.0% 1.0% 1.0%
The Bank of NY Mellon SA/NV 10 = = = 0.9%
Treasury stock 1.0% 1.0% 1.0% 1.0%
The Master Trust Bank of Japan 3.0% 2.6% 2.6% 1.6% -
Resona Bank - 0.9% -
Mitsubishi Corporation 2.0% 2.0% - g
Mizuho Securities 1.0% -
Top 10 stockholders total 69.8% 71.4% 69.0% 68.8% 63.9%
Others 30.2% 28.6% 31.0% 31.2% 36.1%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

*Data from 2011-3 to 2014-3 is Annual report baselevdata for 2015-3 is financial results materi@hich calculation method is differe

base.

40% -

20% -

0% -

FY12/3

mmm Mitsubishi Chemical
Financial institutions

mmm [ndividual and others

—eo=# of shareholders

FY13/3

Composition of shareholders: Bar chart

Source: annual report and financial results mdseria

FY14/3

46.1% . 50.4% . 50.4% . 50.4%

Shareholders composition & # of shareholders' trend

100% - - 5,000
12.7% 10.8% 11.5% 12.6%
80% - 96% 11.2%  —  148% ——  152% —
()
60% | 2% 19'9W.7% [ 4000
0, 0, 0,
7.8% ‘ 8

FY15/3

Other corporates
Foreign corporations, etc.
= Financial instruments business operators

3,000

# of shareholders: Line chart

2,000
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2-(5) Officers

2-(6) Employees

Status

try Co., Lid2@4.T)

Issue Date: Monday, June 6, 2016

€®No change in major officers, and the management sicture remains the
same with that in FY2016-3

A personnel change will be announced on June 216,2@0vhere Mr. Hitoshi
Kumagai will be appointed as an outside director. Masayuki Waga (director
&executive officer of Mitsubishi Chemical Corp.) wthange his status as an outside
director to director.

There will be no change in other board members tilels, and the same
management structure in FY2016-3 remains in FY2817-

# Officers (official announcement is planed at 2016%

Position
change

New

President
(Representative director

Senior Managing Executive

Officer (Representative
Director)

Director

Managing Executive Officer

Director

Managing Executive Officer

Director
Executive director

Director

Director

Director

Auditor

Auditor

Auditor

Auditor

Katsumi
Kimura

Tomoyuki
Mori

Keiichi
Takahashi

Kazunori
Takada

Masahiro
Wada
Masayuki
Waga
Hiroshi
Urabe
Hitoshi
Kumagai
Junichi
Akagi
Hiroki Sato

Takayoshi
Yoshino

Hiroyuki
Nakatsukasa

60

60

60

59

59

58

66

47

61

63

69

Assumed the current office in June 2012 Beecutive Director, Specialty Materials
Segment Manager

Research and Development Division Director, Managing Executive Officer,

Manager, in charge of Environment, SafeResearch and Development Div, Central

and Quality Assurance Dept. Research Laboratory Head

General Affairs and Human Resources
Dept. Manager, in charge of Manageme
Efficiency Promotion Office

?eneral Affaires & Human Resources Dept|
r]\/Ianager

Corporate Planning Office Manager, in

charge of Audit Office and Accounting |Corporate Planning Office Manager

Dept

Production Technology Division Manageg).e.cynve Oficer, Production Technology
ivision Manager (current)

Executive Officer and Performance Chemicals

External director- Director Div. Manager of Mitsubishi Chemical Corp

External director Meiwa Corporation/Managing Directo

TRUSTEES FAS, Representative director,

External director
Partner (current)

Fulkime Director, Audit Officer, Business Efficiency
Promotioin Dept., Accounting Dept.
Mitsubishi Chemical/Auditor, Nippon Kasei

Fulkti
uiktime Chemical/External auditor

External auditor Chief of the Osaka Court

Nakatsukasa Accounting
Office/Representative (current), Japan
Exchange Group/External director (current)

External auditor

Source company HP.

€ Consolidated number of employees was 1,737 as oktend of March 2016,
up 58 from the previous fiscal year end

Consolidated number of employees was 1,737 aseottid of March 2016, up 58
from the previous fiscal year end. About 60% of3%,r 1,075 employees belong to
Nippon Gohsei alone. The breakdown of employeesdgynent as of the end of March
2016 is not available at this moment, but it appewdr significant change from the end
of March 2015.

Long tenure of employees with average year of sergkceeding 20 years is another
feature of the Company, and such a stable struetnables the Company to develop
human resources and business, which is one of tah@sof the Company.

4 Number of employees
Synthetic Resins 1,051 1,085 1,156 1,172 n.a.
] Organic Synthesis 295 291 265 266 n.a.
Consolidated o 213 220 220 215 na.
Entire company(Shared 25 29 24 26 n.a.
Consolidated # of Regular employee 1,584 1,625 1,665 791,6 1,737
" EPYM)
Revenue / Regular employee 55.1 56.6 66.8 62.7 60.2
ConsolidatedOperating profit/ Regular employee 45 7.3 9.7 6.7 7.8
Net income/ Regular employee 20 5.0 4.8 4.0 5.2
Non Average age 42.4 42.5 42.4 42.4 n.a.
consolidatedAve' duration of servicgyean 209 21.1 209 20.6 n.a.
Ave. annual salar§1,000Yen) 7,375 7,111 7,336 7,542 n.a.

Source Annual report etc and company HP.
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The Nippon Synthetic Chemical Industry Co., Lt2@4.T) Issue Date: Monday, June 6, 2016

€ Strong performance of "Soarnol" covered a decline n sales due to
withdrawal from some business, securing the similadevel of sales to the
previous year.

Sales amounted to 104.6 billion yen in FY2016-3Jight decrease by ¢.0.6 billion
yen (-0.5%) year-on-year. However, the Company hatidrawn from some fine

3-(1) FY2016-3

Performance Highlight

"Soarnol" maintained chemical products in FY2015-3 and suspended sdlémported ethyl acetate. The
strong performance over  reduction in sales associated with the withdrawamf business was covered by
the year. stronger sales of other products, successfullyrBegthe similar level of sales to the
Start of operation of a new Previous year._ A decline in_selling prices centerea commodity products in
EVOH line in the U.S. association with more-than-expected decline inpitiee of domestic naphtha which jis
contributed to higher sales used as a raw material of ethylene also partialysed a decline in safes

and income. In FY2016-3, EVOH resin "Soarnol" performed wellthvithe strong sales volume

centered on food packaging applications and a irewih the U.S. NOLTEX (15,000
ton/year) came into operation from December 20b5fributing to an increase in the
sales volume. Although a full-year operation of ewnwide-width line (6th line,
operation started in November 2014) contributethéovolume growth, sales of "OFL
film" ended up with a slight increase year-on-yelre to inventory shortage in
association with regular maintenance and constairroduction due to trial for new
product development. The sales volume depressediailventory adjustment by
some customers in 3Q, but rebounded in 4Q.

In FY2017-3, as a new line of "COPONYL", an acryBolvent-based pressure
sensitive adhesive, and a new line of "Hi-Selon'water-soluble PVOH film, are
scheduled to come into operation at the end of J20&6 and October 2016,
respectively, an increase in production capacitgxigected to bring a growth in sales
and income. However, sales are expected to langehain at the same level with
FY2016-3 due to constraint imposed on production daynages incurred by the
Kumamoto Plant.

®The ethylene price is determined in tandem withdbmestic naphtha price. Nippon Gohsei changemgell
prices of some commodity products in accordanck withange in the ethylene price. The domesticthagtrice
which had been assumed at 45,000 yen/L at the hiegirof the period declined to 42,800 yen/L (asvtarch
2015).

€ Operating margin significantly improved from 10.6% to 13.0%
Operating margin increased Operating income stood at 13.6 billion yen in FY@€RL an increase by 2.4 billion
from 10.6% to 13.0% due yen from 11.2 billion yen in the previous year,hwitperating margin up from ¢.10.6%
to a decline in raw to ¢.13.0%. Despite an increase in fixed costs @agllepreciation expense of new
materials prices and effectsfacilities, stabilization of surged price of vingtetate monomers in Europe occurred in
of an increase in sales of | the previous year in association with suspendedatipe by producers in FY2016-3
"Soarnol”. led to improvement in operating margin. A prograsselection and concentration of

business, including suspension of sales of lowHatoie products such as imported

ethyl acetate and imidazole, contributed to an owpment in operating margin.
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L A ial S S y (Annual) JPY(M)
Revenue & Operating Margin
Revenue 87,243 91,976 111,151 105,202 104,630 120,000 - C16.0%
Gross profit 21,278 26,662 32,893 27,713 30,058 ’2\ C) L 14.0% e
Operating income 7,117 11,859 16,229 11,186 13,584 ; 100,000 - L) N O e g
EBITDA* 13,714 18,792 23,358 18,238 21,746 & £0.000 1 \./ r12.0% g
Ordinary pro it 6,763 12,375 16,712 11,296 13,655 5 F10.0%
Income before Income Taxes 5,276 12,660 16,155 9,363 13,088 < 60,0001 @ x r 8.0% 5
Net income 3,154 8,158 8,018 6,648 8,971 5 10000 1002B_ 11 oo ED
Depreciation 6,597 6,933 7,129 7,052 8,162 P ’ L 4.0% &
R & D Expense 2,824 3,388 3,458 3,575 4,000 g 20,000 L 20% i
0%
Interest Expenscs 273 224 200 64 86 2 N -,§
CAPEX ** £,008 10772 20,263 14512 10,028 = 0 Ya0l2s  aoah FY2016 0.0% g
TBITDA-CAPEX 5,686 8,020 3,095 3,726 11,718 Q
*EBITDA=Opcrating Income+ Depreciation, **CAPEX=Capital Expenditure on CF Statement. Revenue =®=Operating Margin
* I'Y2014-3's value excludes the impacts by accounting period change of some subsidiaries. *FY2014-3's value excludes the impacts by accounting period change of
some subsidiaries.
Total asscts 99,761 112,180 130,107 142,110 144,766 Total Asscts, Total Net Asscts, ROA & ROE
Total liabilitics 43,764 46,735 53,337 58,390 56,505
Tiatial et st 55,996 65,444 76,770 83,720 88,261 160,000 1 l60%
- S 140,000 - F14.0%
Interest Bearing Debt 11,977 10,040 15,350 25,237 17,798 (<2 .\
Cash and deposits 4,879 8,433 5,785 7312 7,728 5 120,000 - . - 12.0% E
Net Interest Bearing Debt 7,098 1,607 9,565 17,925 10,070 2 100,000 - \ /‘7 r10.0% @
5 80,000 o—_ - o Tl gow £
2 60000 - / ' o8 ./0 60%
‘Total Revenue Growth -4.4% 5.4% 20.8% -5.4% -0.5% g 40,000 - 1 B - 4.0% g
Gross Margin 24.4% 29.0% 29.6% 26.3% 28.7% = 20,000 - i ' 20% <«
Operating Margin 8.2% 12.9% 14.6% 10.6% 13.0% 0 T T T T 0.0% 8
EBITDA Margin 15.7% 20.4% 21.0% 17.3% 20.8% FY201273 FY2014/4 FY2016/5
Ordinary Profit Margin 7.8% 13.5% 15.0% 10.7% 13.1% Total foisd A -
Net Margin 3.6% 8.9% 7.9% 6.3% 8.6% T'otal assets l'otal net assets =®==R( ®=ROE
ROA 32% 7.7% 6.6% 49% 6.3% . . . .
RO 5% 13.4% 11.3% 8.3% 10.4% 00 Operating Margin, Net income, Stock Price 1200
Capital Ratio 56.1% 58.3% 59.0% 58.9% 61.0% s 20, .
ary) E 15,000 1,000
800
Net Income per Share 32.38 83.75 82.32 68.25 92.11 § 10,000 14.8%
Net Assets per Share 574.83 671.84 788.11 859.49 906.09 S 600
]
,_-e 5,000 400
=]
E 0 - T T T T 200
FY2012/3 FY2014/4 FY2016/5
Est (BOY) 11,100 | (1,500) 2400 4400 (2700 300 14,000 Overatine i Neti Stock Price
perating income cltincome ==
Act A 2, 4 3.2 2, 2 3.
'c Sl (2.100) oo 3.200 @.100) (1.200) 230 * ['Y2014-3's valuc cxcludes the impacts by accounting period change of
Difference - (600) 2200 (1,200) 600 (1,500) (500) some subsidiarics.
Source: summary of financial results and financial results materials
Est (BOY):Analysis of Operating Income Act: Analysis of Operating Income
20,000 - 20,000 -
4,400 3,200
15,000 - I 300 15,000 -
< 2,400 : g
510,000 = 10,000 -
o 2y
- 14,000 - :
5,000 - Volume diff +4.4B yen 5,000 - | Volume diff +3.2B yen
ex Volume diff -1.5B yen ex Volume diff -0.8B yen
0 - T T T T 0 :
+ Q 1] i) 0 3] + - o) @ = ) o -
51 — G 177} Q “—= — =} ~ [ 15
< g 28 3 g wv o s T gz &8 & £
o o) 5] S o cn 5} DB o o o
R O wE g8 B g 39 9 5 2 S5 E 3 2, 9
= = Epx 3 2 5 o > e = 8 5 =
() 25 = = 8 > £ 3= -2 >
~ A g = 28 = ~ 3 25
3 ~ B A p
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4-(1) Trend in

Polarizing Plate Market

Shipment of LCD TVs
entered in a period of
stabilization in the
developed market, and

@ Expansion of the emerging market and larger size ascreens boost demand
for polarizing plates

The polarizing plate market is on an expandingdyevith the square footage sold in
the world increasing from 203M 3rin 2009 to 339M thin 2014, about 1.7-fold
increase (CAGR: ¢.10%). In the future, the markegxpected to continue expanding
despite some slowdown seen in the growth rate, thithsquare footage sold expected
to reach 412M rfhin 2018, about 1.2 times larger than that in 20CAGR: about
5%)(*1). As ¢.70% of usage in polarizing plates (squarmetdge basis) is for TVs,

demand from the emerging demand for polarizing plates is driven by shipmehfVs. The number of LCD TV

market is growing.

A shift from a liquid crystal
(LC) to an organic EL
(OEL) for use in
smartphone panels is
expected.

However, its impact on
square footage sold of
"OPL film" is limited.

Two polarizing plates are
necessary for a LC panel,
but one polarizing panel is
necessary for an OEL
panel.

shipment was ¢.224M units in 2015, largely flat otree recent few years (number of
shipment in 2014: ¢.225M units?. However, although the number of LCD TV
shipment has entered into a period of stabilizatiorihe developed market, in the
mid-term, with prospective demand growth in the eyimg market, the number of
shipment in 2019 is expected to exceed c¢.240M (fite addition to the unit growth,
as TV screens are getting larger, the polarizimgepiarket is expected to grow faster
on a square footage basis than the number of Trsit.

(DSource: "2015 Current Status and Outlook of Dispigted Market”, Fuii
Chimera Research Institute, Inc.
2 Source: Electronic Devise Industry News

@ A shift to OEL in smartphones is negative, but haiimited impact

As smart devices become popular (see below cliEmyand for polarizing plates for
use in smartphones and tablets is also growing.ddew as smart devices have smaller
screen size than TVs, despite a significant unitwgn, their contribution to square
footage sold of "OPL film" is limited.

Apple plans to start adopting an OEL panel to sphames from 2017 at earliest, and
a shift from LC panel to OEL panel is consideregiogress over coming few years.
As an organic material itself emits light and nald@ht is necessary, an OEL panel
requires less components than a LC panel and saitigble to thinner devices (see
below chart). However, cost is relatively high listmoment due to a low yield rate.
Two polarizing plates are necessary for a LC pabal, one polarizing panel is
necessary for an OEL panel. A shift to OEL is nigafor the polarizing plate market,
but it is widely viewed that both OEL panels and p&hels will be produced in parallel
in the near term.

With respect to TVs, on the other hand, the pol#sitof emergence of OEL TVs
cannot be denied in the long-term, but currently, umigue advantages and other
features of OEL are not sufficient to induce repase of TVs, while its selling prices
are 3-4 times more expensive than LCD TVs, theesbBOEL TVs remains around 1%
of the total TV market (sales amount basis).

Also, the market environment is changing as seenstart of in-house production by
Nitto Denko, the largest manufacturer of polariziptates, of "coating polyvinyl
alcohol (coating PVA)" as an alternative producP¥OH film. The greatest advantage
of a coating PVA is contribution to thinner devicesd a coating PVA is adopted for
some mobile devices such as smartphones which &i@eag needs to get thinner.
Nippon Gohsei is aiming to achieve the practica aga 2@m-thick PVOH film as
early as possible to compete with a coating PVR0Am-thick PVOH film has almost
no difference in thickness from a coating PVA, ddesng the stretching process.
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However, as adoption of a coating PVA is limitedsimme smart devices and a 45
um-thin product is still the mainstream for LCD T\Msyrrently, the practical use of a
coating PVA has a minor impact on business perfaoea

g World: Smartphone Volume of shipments
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Source: 2015 WHITE PAPER Information and Commumicet in Japan

Polarizing plate Polarizing plate
Cathode (metal electroc e) Glass substra\e
Electron transport layer Colorfilter R0 e

Organic luminescent rmten“ _ Oriented film
Hole transport layer Liquid crystal
Anode (electron electrode) Oriented film
Glass substrate Glass substrate

Polarizing plate
Backlite uni

-As an organic material emits own light, no backiigior color +As a liquid crystal does not emit own light, bagkli and

filter in RGB type is necessary. color filter are necessary.

-Required glass substrate and polarizing plate esitw one plate.
Source: Diamond Weekly, May 21, 2016

€ Gradual progress in substitution from metal producs to plastic products

Atrend in the EVOH market is summarized below.

First, domestic shipment of packaging and contaihes remained around 55 trillion
yen since 2010. Composition by type is: paper/dagend products c.41%, plastic
jproducts €.31%, metal products c.16%, glass c.28wémers ¢.10% (2014). The share
of paper/paperboard products is high because gé¢ ldemand as a packaging material
for export, and more plastic products are usedrfdividual packaging. As a mid- to
long-term trend, substitution from metal produaisptastic products has progressed,
and while the shipment amount of both products vwaréhe same level around 13
trillion yen in 2000, the difference has graduaMden, and in 2014, the shipment
amount of metal products was c.9 trillion yen verglastic products of c.18 trillion
yen. This trend is driven by dissemination of pettles, and going forward, a shift
from metal products to plastic products centeredfamtd packaging and fuel tanks
should continue. Also, plastic products are supdédanetal products or glass products
from the aspect of transportation cost, and anaitigantage is that they allow the use
of a metal detector, leading to safety improvements

4-(2) Trend in

EVOH Market

The amount of domestic
shipment of packaging anc
containers remains flat but
a shift from metal products
to plastic products is under
way.
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@ EVOH resin is a growing market with expected CAGR of ¢.%

An EVOH resin is superior in its gas barrier prajgsrand widely used as a main |
barrier material for food packaging. Gas barrieperties and other high functiona
are required to food packaging maals from the aspect of safety and qua
Particularly in recent yearincreasing needs to a shelf life extension whichbégs
reduction in food waste cost and distribution duste accelerated a trend of hig
functionality in packaging plas.

Nippon Gohsei views thedemand for EVOH resins will continue to grow at
annual rate of c.5, and expects the sales volume of "Soarnol" to grow.1.:-1.3
times of 2015 volume, or c¢.1.8 times particularythie case of hi¢-function "Soarnol”
by 2020. "he background of the market growth includes thpdemand for EVOFn
food packaging and industrial applications hastetiargrowing in China and tt
Southeast Asian region along with economic grs; (ii) substitution from metal/gla:
container is in progress from the aspect of transportation cost safdty; and (iii;
demand for barrier is growing in response to ndeds shelf lfe extensiol for food
waste reductiol

A sign of growing deman
for EVOH is also seen i
the emerging mark
Demand for barrier is als
growing from cost an
environment perspective

€ EVOH Market Environment
160

140 i e v" Expanding markets in China and Asia
v Increasing demand for processed foods and small
120 T ]’I }‘I ‘I ' i packaging for ease of use
100 | | 1 " i v" Substitution from metal and glass containers in progress
"»{i:""‘&? for safety and transportation cost reduction
80 N .. g v Increasing demand for barrier due to needs of a shelf life
6o | — 1| extension for food waste cost reduction
v" Replacement with PVDC films in progress as an
40 g environment-friendly material
- . i | v" Food applications are less likely to be affected by
”ml economic trends
o B | L

Source: summary of financial results
In-house research
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@ Sales growth of Soarnol
130% < 180%

Sales growth of the high-function
EE—
(quantity ratio)
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. l I i - .l 1
80% - — — — - i ] . ]

80% T T
2015 2016 2017 2018 2019 2020 : 2015 2016 2017 2018 2019 2020

Source: summary of financial results

120% | 160%

4 Demand for replacement with PVDC is also expectedtincreast
Following a trend of "les "Soarno" is processed to make other forms than a film,i®umostly used for film:
polyvinyl chloride”, a shif which account for ¢.50% of the total demaAn EVOH resin has the highest level
from PVDC to EVOH an¢ = 9as barrier properties among plastics, bi-extrusion molding films with other resi
other barrier resins is und SUch asPE (polyethylene), PP (Polypropylene) and PA (nyltm supplement wit|
way. heatsealing properties and mechanical strength are niaénstream, and mai
produces including Gunze, Unitika and Mitsubishi Plastio®anufacture EVO}
co-extrusion molding film.

There exist a variety of films with barrier propestiesuch as a transpare
evaporation film and PVDC film as well an EVOH co-extrusion molding film (se
below chart). These compete each other in somdsfidlut even films with the simil
barrier proprties have segregated markets to some extent agradgoroperties ar
different by type of food ingredients and condis

One of resins with barrier properties is PVDC (pahylidene chloride). PVDC i
one of few resins which have both moisture br and gas barrier properties and
been widely used as a packaging material for fomekgrvation. However, with
stronger move of "less polyvinyl chloride" drivery la trend of environment
protection, a shift to other resins have been ogmgss. | this regard, "Soarnol" als
draws attention on low environmental burdens, a®©B\tomposed of carbon, oxyg
and hydrogen emits no toxic gas when burned, gpldaement demand with PVDC
expected to increa:

Opaqur aluminum foil, aluminized filr
Transparer Single-layer filn EVOH film, PVDC film, etc
transparent evaporation f alumina-evaporated, silica-evapore
Composite filn Co-extrusion moldin PVDC-type, EVOH-type, et
Coating PVDC coating, PVA coatin

nanocomposite coating, €
PVDC: polyvinylidene chloric
Source: Fuji Chimera Research Institute, Inc., 'f@ibal Report March 201!
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5-(1) Chemical
Products

Chemical Products
Revenue Share

PVOH;:
Produced in three domes
plants

Mitsubishi Chemica
supplies ethylene the
price linked to the marki
price.

€ From FY2016€-3, industrial chemicals and fine chemicals have bae
integrated into the synthetic resins segment and ported as the chemica
products segmen

The chemical products segment is the Company's maimess segment account
for 84% of total sales and more than 95% of opegaitncome.(1) PVOH (polyvinyl
alcohol), (2) EVOH (ethyler-vinyl alcohol copolymer) and (3) Specialty Polym
(pressure nsitive adhesive resins) amain businesses accounting for (1) PVOF
40%+, (2) EVOH: 409 and (3) Specialty Palymers: 20% of the segmens:

The Company has changed the business segmentatiB201¢-3 (see P4) an
integrated manufacturing ancales of industrial chemicals and fine chemit
belonging to the old organic synthesis segment tidoold synthetic resins segme
and started reporting as the chemical products est Sales of industrial chemice
and fine chemicals in FY20-3 amouted to 9.7 billion yen with net operating loss
0.6 hillion yen, and after the change in segmemtatisales of the new chemir
products segment increased by c.12% relative tootesynthetic resins segme
While the impact of the change in segmeion on operating income is small beca
of a thin operating margin of both industrial cheaté and fine chemicals, operati
margin of the new chemical products segment woalkehbeen 12.3% in FY20-3,
compared with 14.6% of the old organic syntheegment due to an increase in si

@ Composition for Chemical Products
<FY2015-3 business results

— (New) ChemicalProduct

(JPY M) (A) (B) (A)+(B)
(Old) Synthetic Resit
IndustrialChemicals
s Ponme (exOrganic Synthesi Revenue 77,944 9,735 87,67¢
+ Operatingncon 11,381 (604) 10,77
Fine Chemicals Operatingmargi ~ 14.6%  -62%  12.3%
EVOH (ex Organic Synthesi

Share 88.9% 11.1% 100.0%

Source: summary of financiresult:

¢ PVOH

"GOHSENOL' (polyvinyl alcohol) is a base product in the PVOHisimess
"GOHSENOL" is produced by creating vinyl acetatenmmers from raw materia
such as acetic acid and ethylene, and polymerizing saponifying vinyl acetat
monomers "GOHSENOL" is sold as a ste-alone product, but also used as a
material for other products such as "OPL Film" &di-Selon". PVOt-related product
are produced in three domestic plants (Ogaki, Kuatarand Mizushira), and are sol
domestically as well as exported to Asia, partidul€hina

In the production process of PVOH, acetic aciddaayated as a-product. Acetic
acid collected as a-product is recycled as a raw material, and anyt&oof acetic
acid is sourced externally. While the price of acatid is linkedto the price of a mai
raw material methanol, as collected acetic acideisycled as a raw material, t
fluctuation of raw material costs associated witicthiation of the methanol prics
small, and the price of another main raw materiaylene is a significant driver
material costs. Nippon Gohspurchases ethylene froparent Mitsubishi Chemical
the price linked to the market pr, and the ethylene price is determined in tm with
the domestic naphtha price. While Nippon Gohseiesain effort to pass fluctuation
the ethylene price on ttselling price, as there is a time lag between fluctuatibthe

25/47

This report is prepared by SQUADD Resh & Consulting Inc. ("SQUADD"for the purpose of providing information to invastoand not for solicitation of securities tradiidthough this is base
on theinformation and materials that SQUADD judged relkahihere is no guarantee of accuracy, credibiibmpleteness, suitaity and timeliness. SQUADD shall not take any reegpbility
whatsoever for any results including direct or iadt damage arisil from the use of, or reliance to, this report. Inees should take their own responsiibility for sétes and other transtions. The
intellectual property right of this report belortgsSQUADD, and any copy, transmission or quotenyf @ontents withut permission is legally prohibite

Issue Date: Monday, June2016



The Nippon Synthetic Chemical Industry Co., Lt2@4.T) Issue Date: Monday, June 6, 2016

"OPL Film" production
lines require granular
maintenance.

EVOH :

Vinyl acetate monomers
used as an intermediate
material are produced
internally in Japan and
locally procured in
overseas plants.

Segment income increase!
from 10.8 billion yen in the
previous year to 13.2
billion yen mainly driven
by an increase in sales of
"Soarnol" and a decline in
law materials costs.

ethylene (and naphtha) price and revision of théngeprice, if the naphtha price
sharply rises all of a sudden, the Company tempprbear the increase in the raw
material price on some occasions.

@PVOH :Business Flow Summary

Supplier Nippon Gohsei Customer
(3%)
End users
Acetic Acid .

< o Gohsenol: various

Procure = Recycle 3 2
> g OPL Film: polarizing plate
o o makers

Ethylene D o
o) Hi-selon: film makers, etc.
@

(3%)"Acetic acid” generated as a bi-product in the prcitbn process is reused as a raw material.
Source company materials.

€ "OPL Film" production line requires maintenance

As the precision is required to "OPL Film" whichasproduct for polarizing plates,
the maintenance of its production lines is moredrtgnt than other products. While the
maintenance once every two years is sufficienttierEVOH resin "Soarnol” lines, the
regular maintenance for 3-4 weeks are implementéceta year to the "OPL Film"
lines.

¢ EVOH

EVOH resin is obtained through hydrolytic degradiatof ethylene and vinyl acetate
copolymer.

Nippon Gohsei_produces EVOH resins at three pladigushima Plant, NOLTEX
(U.S.) and NIPPON GOHSEI UK (UK). Vinyl acetate noomers used as intermediate
materials of EVOH resins are also internally pregtbn the domestic plant, but not in
the overseas sites, where each plant externalgupes the materials.

Products produced in each site are sold by Nippohs& and subsidiaries in Japan,
by SOARUS (U.S.) in the US, and by NIPPON GOHSEIdpe (Germany) in Europe.
SOARUS (U.S.) and NIPPON GOHSEI Europe (Germangd aerve as technical
support and customer service center.

€ Strong performance of "Soarnol" and stabilization o surged raw material
prices in Europe led to significant improvement inprofit margin

The segment sales of chemical products amount88.1obillion yen in FY2016-3, a
slight increase year-on-year (up c.0.4% from 8illfob yen in the previous year).
Among products, "Soarnol" maintained strong salestered on food packaging
applications, while sales of ethyl acetate (indaktchemical) and imidazole (fine
chemical) decreased along with withdrawal from bess. Other downside factor to
sales included reduction in selling prices of cordityoproducts in particular, driven by
declining domestic naphtha price.

Operating income increased by c.2.4 billion yemfrb0.8 billion yen in the previous
year to 13.2 billion yen (up c.22%) with operatim@rgin significantly improving from
€.12.3% to ¢.14.9%. Despite an increase in fixesteuch as depreciation expenses of
the new EVOH line,_ benefits from lower raw materigists due to stabilization of
surged price of vinyl acetate monomers in Europmkdetline in the domestic naphtha
price, an increase in income from the larger satésme of "Soarnol" and effects of the
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weaker yen all contributed to an increase in opggahcome.

v" "OPL Film"

While full-year operation of a new wide-width lifiéth line) contributed to sales
The 6th line started growth, inventory shortage occurred due to an irhpEcregular maintenance
full-year operation from  during 1Q and restriction on production due tol tiim new product development
FY2016-3 led to only a slight year-on-year increase in sale$OPL film". Sales depressed

due to inventory adjustment by some customers int8@® has rebounded in 40Q.
The Company has decided in April 2016 to add a wade-width line (7th line) of
the same capacity with the 6th line (18M/year), and will continue to expand
sales through enhancement of production capacity.

Kumamoto Earthquakes occurred in April 2016 damatiedKumamoto Plant
including the "OPL film" production lines. Out oixs'OPL film" production lines
(88M nflyear in total) in total, four lines (63M #year) exist in the Kumamoto
Plant. Top priority is put on repairs of the "OHIm" production lines which are
scheduled to resume production in sequence fromJong, but they were forced to
suspend operation for around 2.5 months and remustithe sales volume in May
and June 2016 is a concern.

"OPL film" production line
was damaged by
Kumamoto Earthquakes.
Scheduled to resume
production in sequence
from mid-June.

v' "Soarnol"
Strong performance "Soarnol" secured the more-than-expected salesmslwith strong demand in
continues centered on foo« Europe, and the price of raw material vinyl acetatenomers regained stability,
packaging applications resulting in better performance in Europe with bathles and income increasing
Stabilization of the surged year-on-year. Although the demand is also strorthénJ.S., the bargain sale by Chang

price of vinyl acetate Chun Petrochemical continues. While "Soarnol" isvngold predominantly in the
monomers in Europe led t¢ developed market, with the establishment of a ssldssidiary in Singapore in April
improvement in profit 2016, the Company plans to promote sales in fallesm the Asian market. Also with
margin. growing demand for resins with barrier propertieshie developed market (see P23),

the Company will focus on strengthening developnw@nhigh-function products and
cultivating substitute from other materials and raplications.

On the production front, a new line at NOLTEX ireth).S. (15,000 ton/year) came
into operation in December 2015. Although the stdroperation somewhat delayed
from scheduled 2Q due to an impact of prolongedlezgnaintenance at energy supply
companies and raw materials supply plants, the @ompvas able to benefit from
enhanced production capacity in the 2nd half ofyémr. The Company will continue to
enhance cost competitiveness through operatiofastacent such as a prior increase in
the operating rate at the U.S. plant with lowelitytcost. In FY2017-3, the Company
plans to undergo large-scale maintenance at the pl&at which will reduce the
operating rate. The U.S. plant will increase praduc as substitute for lower
production in the U.K. to avoid any unmet demand.

27147
-~ ]
This report is prepared by SQUADD Research & Cdimgylnc. ("SQUADD") for the purpose of providingformation to investors, and not for solicitatidisecurities trading. Although this is based
on the information and materials that SQUADD judgeliable, there is no guarantee of accuracy, bikgi completeness, suitability and timelinesQ$ADD shall not take any responsibility
whatsoever for any results including direct or iedt damage arising from the use of, or reliancehis report. Investors should take their own oesibility for securities and other transactionse T

intellectual property right of this report belortgsSQUADD, and any copy, transmission or quotenyf @ontents without permission is legally prohitite



The Nippon Synthetic Chemical Ind

Issue Date: Monday, June20

@ Chemical Products Business Trend (Annua JIPYM;
Mar-14 Mar-15 Mar-16 | change | %
Revenue (se! - 87,67¢ 88,06: 38 100.4%
Operating income (se - 10,77 13,15¢ 2,38! 122.1%
Operating margin (se - 12.3% 14.9% 2.7% -
Revenue sha - 83.3% 84.2% 0.8% -
Operating income she - 96.3% 96.9% 0.5% -
€ FY2016-3: performance of core product
Categon | Product | Description | Volume |Revenu| Income
Commodity chemicals struggled due to slowdown ifn@l . . .
Gohsenol |Specialty field fared well but was slightly sloweesulting in : slightly | slightly | slightly
slight decrease yoy in sales of "GOHSENOL" as ala/ down down down
PVOH While full-year operation of the 6th line contrilatto th:
volume growth, constraint on production due toltiiaventory lightl light lightl
OPL Film |shortage due to regular maintenance early in thiegeanc slightly | slightly | slightly
slower demand due to inventory adjustment in 3Qlred in ¢ up up up
slight increase yoy in sales of "OPL film" as a \h
Demand remained strong over the year centered o¢
packaging applications. Start of operation of a fie&in the
EVOH Soarnol US (December 2015) also contributed to the volunosvth. up up up
Stabilization of the surged price of vinyl acetaienomers i
Europe led to significant improvement in operatmargin
"SHIKOH" performed well, but "COPONYL" somewhat reec
Pressure sensiti  |the sales volume due to inventory adjustment bye slightly | slightly | slightly
adhesive customers. Combined with stagnant emulsion progtiots down | down | down
sales modestly decreased y

Source: Summary of financial results and summaricial result:

Chemical Products Business Tren

- 120,00( -+ - 20%
2 100,000 - S
> - 15% &
~ 80,00( - L) 5
© (]
& 60,000 - L 10% £
3] [ ) -
5 40,000 - £
o - 5% 2
g 20,000 - g
c
s 0 . . So% £
o FY2012/3 FY2013/3 FY2014/3’ FY2015/3 FY2016/3 g
o
o

Revenue (se mw Revenue (tota

=o=0perating margin (se =eo=C0perating margin (tote

* Figures exclude the impacts of the change iratteounting period of consolidated subsidia
Source: summary of financial rest

€ Improved trading spread led to higher segment incore

The trading and others segment includes resalaiptedhandled by Taisei Kayaku
consolidated subsidiary, and the business of Kkagakikogyo. The segment sal
amounted to 13.0 billioyen with operating income of 0.2 billion yen in FYIZ-3.
Despite decline in sales by ¢.0.6 billion yen -on-year, the segment operating inco
increased by 71 million yen along with improveméntthe trading spread with tl
segment operating margirso improving from c¢.1.3% in the previous year th.2%

5-(2) Trading and

Others

Trading etc.
Revenue Share

-

S’/

@ Trading and Others Business Trend (Annual

@APYM)

Mar-14 Mar-15 Mar-16 | change | yly
Revenue (se - 13,63¢ 13,03: (605, 95.6%
Operating income (se - 174 24F 71 140.8%
Operating margin (se - 1.3% 1.9% 0.6% -
28/47

This report is prepared by SQUADD Resih & Consulting Inc. ("SQUADD"for the purpose of providing information to invastoand not for solicitation of securities tradindthough this is base
on theinformation and materials that SQUADD judged relkahihere is no guarantee of accuracy, credibiibmpleteness, suitaity and timeliness. SQUADD shall not take any reegpbility
whatsoever for any results including direct or iedt damage arisii from the use of, or reliance to, this report. Inees should take their own responsibility for séties and other transtions. The
intellectual property right of this report belortgsSQUADD, and any copy, transmission or quotenyf @ontents withut permission is legally prohibite



The Nippon Synthetic Chemical Industry Co., Lt2@4.T) Issue Date: Monday, June 6, 2016

@ Cost of Sales

6-(1) Cost Overview The cost to sales ratio has stayed in a range of5%0 in recent few years. In
FY2015-3, the cost to sales ratio was at the tegbllof 73.7%, due to an impact of the
domestic naphtha price remaining high at nearlp0®@yen/KL until Q3 and the surged
The cost to sales ratio price of vinyl acetate monomers in Europe. In FY®@] the cost to sales ratio
improved from 73.7% t0  improved to 71.3% driven by lower raw materialscps as the surged raw materials

71.3% along with price in Europe calmed down and the domestic nappitte declined to below 50,000
stabilization of surged raw yen/KL.
materials prices. Nippon Gohsei purchases ethylene from parent MigsbChemical at the price

linked to the market price. The trade amount wititsivbishi Chemical was 8.5 billion
yen, accounting for c.11% of total costs of goodlsl $n FY2016-3. In addition, while
the Company often receives a request for pricdront customers, the Company aims
to further improve the cost to sales ratio throtigé cost reduction and provision of
high-value-added products, etc.

@ (Ref) Trade with Mitsubishi Chemical JPY M)
Selling price 2,718 7,905 9,885 9,990 8,494
Cost 65,965 65,313 78,258 77,489 74,572
Cost /Selliing price ratio 4.1% 12.1% 12.6% 12.9% 11.4%

Source: annual report and press release

@ Selling, General and Administrative Expenses

Major expense items within SG&A expenses are @)dportation and storage costs,
(2) salaries and (3) R&D expenses. While SG&A egesrare on a slightly rising trend
due to an impact of additional R&D expenses, SG&/,sdles ratio has been stable at
the level of 15-16%.

€ Extraordinary Gain/Loss

In FY2016-3, the Company sold investment securiied reported gain on sales of
investment securities for ¢.1.0 billion yen. Then@many also reported loss on disposal
of fixed assets for c.1.5 billion yen related tonoal of production facilities of the
business withdrawn until the previous year.

@ Start voluntary adoption of IFRS from FY2017-3

The Company decided to adopt IFRS voluntarily fréiW2017-3. Due to the
difference in accounting principles, operating imeounder IFRS is expected to be
lower by c.1.3 billion yen, consisting of ¢.0.4liih yen of amortization expenses
related to previous year's regular maintenancecdh8 billion yen of loss on fixed asset
disposal, compared with operating income under ABA

Also in FY2017-3, as a result of damages incurnethe Kumamoto Plant, estimated
disaster-related loss of ¢.2.4 billion yen is gatent as restoration costs of facilities and
loss on disposal of inventory assets, etc. As thesgorary losses are categorized in
extraordinary loss under J-GAAP but treated as aipey expense under IFRS,
operating income will be squeezed in FY2017-3 3&%).
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(JPYM)
Revenue 87,243 91,976 111,151 105,202 104,630 100.0% (572) 99.5%
Cost of sales 65,965 65,313 78,258 77,489 74,572 71.3% (2,917) 96.2%
Gross profit 21,278 26,662 32,893 27,713 30,058 28.7% 2,345 108.5%
Selling, general and administrative expenses

Transportation and storage 2,592 2,568 3,012 2,973 n.a. n.a. na. n.a.

Salaries 3,257 3,331 3,970 3,877 n.a. n.a. na. n.a.

Provision for allowance for possible loan losses (@] 3 (12) (47) na. na. na. na.

Provision for accrued bonuses 309 367 381 438 n.a. na. na. na.

Provision for officers' bonuses 51 84 107 63 n.a. na. na. na.

Retirement benefit expenses 230 253 198 180 n.a. na. na. n.a.

Provision of reserve for retirement benefits for officers 22 25 23 21 na. na. na. n.a.

Taxand dues 133 165 170 161 na. n.a. na. n.a.

Depreciation 113 133 190 174 n.a. n.a. n.a. n.a.

R&D expenses 2,824 3,388 3,458 3,575 na. n.a. n.a. n.a.

Others 4,637 4,486 5,167 5112 na. n.a. n.a. n.a.

Total 14,161 14,803 16,664 16,527 16,474 15.7% (53) 99.7%
Operating income 7,117 11,859 16,229 11,186 13,584 13.0% 2,398 121.4%
Non-operating income 342 892 883 387 431 0.4% 44 111.4%
Non-operating expenses 697 375 400 277 360 0.3% 83 130.0%
Ordinary profit 6,763 12,375 16,712 11,296 13,655 13.1% 2,359 120.9%
Extraordinary gain 34 538 9 169 1,072 1.0% 903 634.3%
Extraordinary loss 1,521 253 566 1,602 1,639 1.6% 37 102.3%
Income before income taxes 5,276 12,660 16,155 9,863 13,088 12.5% 3,225 132.7%
Tncome taxes etc. 2,003 4,397 7,975 3,087 3,970 3.8% 883 128.6%
Net income 3,273 8,262 8,180 6,776 9,118 8.7% 2,342 134.6%
Net income attributable to non-controlling interests 118 104 162 128 147 0.1% 19 114.8%
Net income attributable to owners of parent 3,154 8,158 8,018 6,648 8,971 8.6% 2,323 134.9%

Domestic Naphtha Price
COGS/ Revenue 75.6% 71.0% 70.4% 73.7% 71.3% (yen/ KT)
SG&A/ Revenue 16.2% 16.1% 15.0% 15.7% 15.7% 80.000 -
R&D Expense/ Revenue 3.2% 3.7% 3.1% 3.4% 3.8% !

o _ 70,000 - P
Operating margin 8.2% 12.9% 14.6% 10.6% 13.0% % L ]
Ordinary profit margin 7.8% 13.5% 15.0% 10.7% 13.1% 60,000 9 2 /

Net margin 3.6% 8.9% 7.2% 6.3% 8.6% Y ./ i \
50,000 { ° Leo
\
Non-operating income 40,000 .\

Interest and dividends income 107 100 105 98 86 ®

Gain on valuation using cquity mcthod of accounting - - - 20 74 30’000 |

Rent income 125 111 109 101 140 20,000 +rrr e

Insurance income 14 88 69 26 11 gggg]gggggg

Gain on sales of securities 36 38 39 55 61 S A b

Gain on foreign exchange translation - 487 507 - - 9 o Z 92 =

Others 59 65 54 87 59 E E E E E

Total 342 892 883 387 431
Non-operating expenses

Interest expenses 273 224 200 64 86 PL Breakdown

Depreciation expenses of fixed assets lent 39 33 31 36 34 100.0%

Loss on foreign exchange translation 281 - - 134 186 el

Loss on valuatll(m using cquity mcthod of accounting 45 61 - - - 80.0% 157%

Compensation for damage - - 133 - -

Others 56 55 36 43 54

Total 697 375 400 277 360 60.0%

Extraordinary gain

Gain on sale of fixed asset 30 3 5 47 43 40.0% .26

Gain on sale of investments in securities 0 417 3 0 1,027 '

State subsidy - 117 1 123 2 20.0%

Others 3 0 0 0 0

Total 34 538 9 169 1,072 0.0%

Estraordinary loss

Expenses for product deficiency - - - 367 - B Revenue Cost of sales

Loss on dispos.al ofﬁxed asset N 936 243 556 556 1,463 SG&A ® Other profit

Loss on valuation of investment securities 513 4 0 0 0 Net income

Impairment loss - - - 616 110

Others 70 5 10 63 66

Total 1,521 253 566 1,602 1,639

Source: annual report and summary of financial results
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@ Assets

Cash and Deposits amounted to 7.7 billion yen atettd of March 2016, similar to
the balance of 7.3 billion yen at the end of Ma26ii5, as generated cash of 17.4 billion
yen was offset by repayment of borrowing of 6.Tidril yen (net) and capital investment
Tangible fixed assets is or of 10.0 billion yen.
an increasing trend throug  Notes Receivable and Accounts Receivable amount26.2 billion yen at the end of
capital investment. March 2016 with a turnover remaining around threenths. Distribution channels

include both via trading companies and direct sadesnd users. As measures such as

Repaid borrowing of 6.7 money on deposit are taken in accordance with teditworthiness of customers, no

6-(2) Balance Sheet

Overview

billion yen (net) in default has occurred over more than the last feary.
FY2016-3 Inventory of 23.8 billion yen was consisted of §ihéd products and goods (16.7

billion yen), work-in-process (0.5 billion yen) armdw materials and supplies (6.6
billion yen). As a production cycle is short at @md five days, the weight of
work-in-process is low. The obsolescence risk & las both raw materials and
goods/finished products have basically no shedf lif

Tangible Fixed Assets include EVOH production f#ie at NOLTEX in the U.S.
(total investment amount 180M dollar, started camdion in July 2013) which came
into operation from December 2015. Accordingly, faeilities were rebooked from
construction in progress to machineries and equipsnetc.

Investment and Other Assets of 6.9 billion yen w@ssisted of investment securities
(4.2 billion yen), deferred taxes (1.9 billion yean)d other (0.8 billion yen). The balance
decreased by ¢.1.0 billion yen from 7.9 billion yarthe end of March 2015 mainly due
to the sale of investment securities during théopler

@ Liabilities

Notes Payable and Accounts Payable amounted to Hifli@n yen, with Cash
Disbursement Outstanding remaining around 2.5 nsrahslightly shorter than Days
Sales Outstanding of receivables. Trade amountypey#o Mitsubishi Chemical, parent
and the largest supplier, amounted to 1.7 billi@n.yTwo overseas manufacturing
subsidiaries obtain raw materials locally.

Interest Bearing Debt increased from 10.0 billi@mas of the end of March 2013 to
25.2 billion yen as of the end of March 2015, beseaa part of the capital investment
was funded by borrowing. However, the balance tdragst bearing debt decreased to
18.0 billion yen after repayment of 6.7 billion yéret) during FY2016-3. Over the past
five years, EBITDA remained at the level exceeditig0 billion yen (except in
FY2012-3), and the Company has a strong debt seahdity and no funding concern.
The Company also shows high capital adequacy végital ratio of 61.0% and D/E
ratio of 0.2x.
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Cash & deposits

Notes and accounts receivable
Inventory

Deferred taxassets
Allowance for doubtful accow
Others

Total current assets

Buildings & structures
Machinery & equipment and v
Land

Lease assets

Construction in progress
Others

Total tangible fixed assets
Intangible assets

Investment & other assets
Total fixed assets

Total asset

Notes and accounts payable
Short-term debt

Lease obligations

Accrued expenses

Income tax payable

Accrued bonuses

Others

Total current liabilities

Long term debt

Accrued expenses

Deferred tax liabilitics
Provision for retirement benefi
Others

Total non-current liabilities
Total Labilities

Capital stock

Capital surplus

Retained earnings

Treasury stock

Total stockholders' equity
Other comprehensive income
Non-controlling interests
Total net assets

Total Liabilities and Total Net

Interest Bearing Debts

Cash & deposits

Interest Bearing Debts (Net)
EBITDA

Net income attributable to owner:

Current Ratio

Capital Ratio

D/E ratio (times) *

Interest Bearing Debts /EBITL
*Interest bearing debts/ Net assets
ROA

ROE

Days Salcs Outstanding (M)
Days Sales in Inventories (M)
Cash Disbursement Outstandi

Days Sales Outstanding =(Average Trade Receivables at beginning & end of FY / Revenue)x12 (or 6)

4879
24213
17,528
977
(36)
1,901
49,464
9,554
20,671
4478
27
7273
1,429
43436
665
6,195
50,296
99,761
14,648
4365
9
2,773
618
1,125
4,749
28,289
7,584
19
1,256
5,687
924
15,475
43,764
17,989
13,879
27,581
(195)
59,254
(3,260)
2
55,996
99,761

11,977
4,879
7,098

13,714
3,154

174.9%

56.1%
0.21
0.87

3.2%
5.7%
32
3.0
2.6

8,433
25,120
19,788

1,326
44
2,429
57,054
11,619
28,326
4,512
6
2,625
1,671
48,762
489
5,873
55,125

112,180

16,018
6,072
1
2,510
2,646
1,229
4,669
33,148
3,962
5
1,944
5,935
1,736
13,587
46,735
17,989
13,879
34,550
(197)
66,222
(780)
2
65,444
112,180

10,040
8,433
1,607

18,792
8,158

172.1%

58.3%
0.15
0.53

1.7%

13.4%
32
34
2.8

5,785
24478
24,134

1211

(42)

1,341
56,907
11,528
28,313

4,540

632
19,722

1,776

66,511
496

6,193

73,200

130,107
15,254
10,868
44

2,275

4472

1,364

4,545
38,822

3,850

588

2,562

5481

2,034
14,515
53,337
17,989
13,879
40,815

(202)
72,481
4283
6
76,770
130,107

15,350
5,785
9,565

23,358
8,018

146.6%

59.0%
0.20
0.66

6.6%

11.3%
27
34
24

7312
27375
23,074

1,135

)

1,829
60,716
12,969
29,812

4,567

655
23327

1,748

73,078
407

7,909

81,394

142,110
14,827
18,899
52
2,684
318

1,273

3,939
41,992

5,689

597

2,554

5314

2,244
16,398
58,390
17,989
13,879
45446

(203)
77,111
6,604

5
83,720
142,110

25,237
7312
17,925
18,238
6,648

144.6%

58.9%
0.30
1.38

4.9%
8.3%
30
3.7
23

Days Sales in Inventories=(Average Inventories at beginning & end of FY / COGS) x12 (or 6)
Cash Disbursement Outstanding=(Average Accounts Payable at beginning & end of FY / COGS) x12 (or 6)

7,728
26,236
23,794

878
1))

3,040
61,672
16,080
4,716

4,558

602

7,936

1,950
75,842

353

6,899

83,094

144,766
15,294
16,406
57

2,512

1,537

1,338

6,341
43485

800
535

3,263

6,483

1,939
13,020
56,505
17,989
13,879
52,566

(203)
84,229
4,022
10
88,261
144,766

17,798
7,728
10,070
21,746
8,971

141.8%

61.0%
0.20
0.82

6.3%

10.4%
3.1
3.8
24

Issue Date: Monday, June2016

53% 416 105.7%
18.1% (1,139) 95.8%
16.4% 720 103.1%

0.6% 257) 77.4%

0.0% 5 44.4%

2.1% 1,211 166.2%
42.6% 956 101.6%
11.1% 3,111 124.0%
30.9% 14,904 150.0%

3.1% ) 99.8%

0.4% (53) 91.9%

55%  (15391) 34.0%

1.3% 202 111.6%
52.4% 2,764 103.8%

0.2% 59 86.7%

4.8% (1,010) 87.2%
57.4% 1,700 102.1%

100.0% 2,656 101.9%
10.6% 467 103.1%
11.3% (2,493) 86.8%

0.0% 5 109.6%

1.7% (172) 93.6%

1.1% 1,219 483.3%

0.9% 65 105.1%

4.4% 2,402 161.0%
30.0% 1,493 103.6%

0.6% (4,889) 14.1%

0.4% (62) 89.6%

2.3% 709 127.8%

4.5% 1,169 122.0%

1.3% (305) 86.4%

9.0% (3,378) 79.4%
39.0% (1,885) 96.8%
12.4% 0 100.0%

9.6% 0 100.0%
36.3% 7,120 115.7%
0.1% @ 101.0%
58.2% 7,118 109.2%

2.8% (2,582) 60.9%

0.0% 5 200.0%
61.0% 4,541 105.4%

100.0% 2,656 101.9%
Asset Liabilitics &
Breakdow Net Asset
150,000
100,000 —
50,000
0
NeNTNO NNt O
LELLL Liii:
SEEr2 22222
Cument Assets u Net Assets
Other Fixed Assets Interest Beanng Debt

= Tangible Fixed Assets = Other Fixed Assets

Source: summary of financial results
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€ CF from operating activities significantly improved along with
6-(3) Cash Flow improvement in operating income
CF from Operating Activities improved by ¢.7.9 lnh yen from 9.6 billion yen in

the previous year to 17.4 billion yen along withphovement in operating income,

CF from operating activities recording the high over the last five years.

recorded the historical high.  CF from Investing Activities remained at the higlvél in FY2014-3 and FY2015-3
as large-scale capital investments were implemersiech as "OPL Film" line (total
investment 6.5 billion yen) and EVOH line (totav@stment 180 million dollar). In
FY2016-3, construction of a new "Hi-Selon" linetélinvestment 3.3 billion yen) and
a new "COPONYL" line (total investment 2.6 billiogen) are in progress, but
compared with the past two years, capital investmerere contained and free cash
flow turned to positive.

Repaid borrowing of 6.7 CF from Financing Activities remained positive iYZ014-3 and FY2015-3, as a

billion yen (net). part of capital investments was funded by borrowimgFY2016-3, excess cash and

CF from operating activities were used to repaydowing of 6.7 billion yen (net), and

CF from financing activities turned to negative Billion yen.

Overview

JPY(M)
Income before Income Taxes 5,276 12,660 16,155 9,863 0833,
Depreciation etc* 6,768 7,046 7,196 7,722 8,328
Change in Assets(Liabilities) for (1,867) (1,209) (3,225) ,177) (814)
Others 1,484 152 (34 159 (283)
Income Taxes Payment (2,438) (2,284) (5,942) (7,015) 8742,
CF from Operating Activities 9,223 16,365 14,150 9,552 7,445
Gain on sales of investment securities - 683 8 - 1,878
Payments for property, plants, equipment (8,028) (10,772) (20,263) (14,512) (10,028)
Others (548) (467) 222 (106) (18)
CF from Investing Activities (8,575) (10,557) (20,033) (14,618) (8,168)
Free CF 648 5,808 (5.883) (5,066) 9,277
Increase in loans (1,490) (2,041) 3,876 8,231 (6,685)
Others (1,380) (1,275) (1,880) (1,968) (2,052)
CF from Financing Activities (2,872) (3,319) 1,996 326 (8,737)
Adjustments (142) 425 954 330 (174)
Net Cash Flow (2,367) 2,914 (2,933) 1,527 366
Cash & Cash equivalents at the beginning of period 8’005 5’637 8’677 5,744 7’271
Change Of Consolidated Entity - 125 - - -
Cash and Cash Equivalents at end of period 5,637 8,677 5,744 7,271 7,637
* Impairment Loss & Amortization are included. Soeirsummary of financial statements
Cash flow Trend
25,000 -+
15,000 -
S 5,000 ® ¢
> D }Y_ ' '
= (5,000) 1 FY2012/3 FY2013/3 @2 15/3 FY /3
(15,000)
(25,000) - . A . P
CF from Operating Activities CF from Investing Activities

mmm CF from Financing Activities =e=Free CF
Source summary of financial statements
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4 New mid-term management plan "NICHIGO 20" starts from FY2017-3

The previous mi-term management plan "Double 15" (from FY2-3 to FY201(-3)
ended in FY201-3, andthe new mi-term management plan "NICHIOGO 20" (frc
FY20173 to FY202:-3) will start from FY201-3. Under "NICHIGO 20" the Compar
sets three basic policies: (1) enhance business portfc through continued growth
existing business, selection andncentration of business, and acceleration of
product development, (2) strengthen competitive advant from mid and longterm
perspectives, and (3) to furttenhance credibilit with society (see P3t

The Company sets the numerical target af years in FY202-3 to achieve sales !
140.0 billion yen (up 33.8% from FY20-3), operating income of 20.0 billion yen (
47.2%) and operating margin of 14.. The Company seeks to achieve an increa:
sales and income, centered on the effect of ned additional production facilities «
"OPL Film", "Soarnol" and "F-Selon" implemented under "Double 15" during thet
half, and with establishment of new business anuitalainvestments to be new
implemented during the latter half. While the Comy has injected capital investme
of 68.0 hillion yen in aggregate and R&D expense&D0 billion yen under "Doubl
15", the Company plans to spend capital investnoén?4.0 billion yen and R&L
expenses of 23.0 billion yen under "NICHGO 20" xcess othose under "Double 1!

7-(1) Management

Plan

The Company aims 1
achieve sales of 140 billic
yen and operating incon
of 20.0 billion yen by
FY2021-3 through
establishment of ne
business anenhancemer
of production capacit

@ Medium-term management plar

Doublel! NICHIGO20

JGAAF  JGAAF JGAAF JGAAF JGAAF IFRS IFRS IFRS

JPYM act act act act act es! plar plan
FY2019/3| FY2019/: FY2021/:
Revenu 87,243  91,97¢ 100,200 105,20 104,63( 103,500 120,001 140,00
Operating incornr 7,117  11,85¢ 14,800 11,186  13,58¢ 9,200 16,000  20,00(
Operating margi 8.2% 12.9% 14.8% 10.6% 13.0% 8.9% 13.3% 14.3%
Depreciatiol 6,597 6,93¢ 7,129 7,052 8,16: 9,800 n.al n.a
EBITDA 13,714 18,79. 21,929 18,238 21,74t 19,000 n.a. n.a
EBITDA margir 15.7% 20.4% 21.9% 17.3% 20.8% 18.4% n.a. na
Revenue growt (4,017) 4,73; 8,224 5,002 (572  (1,130) 20,00(
(Lower: vs FY3016/< (1,130) 15,37( 35,37(
Revenue growth y; -4.4% 5.4% 8.9% 5.0% -0.5% -1.1% 0.0% 16.7%
(Lower: vs FY3016/< -1.1% 14.7% 33.8%
Operating income grow (2,970) 4,74% 2,941 (3,614) 2,39¢ (4,384) 6,800 4,000
(Lower: vs FY3016/2 (4,384) 2,416 6,41¢

* Value excludes the impacts by accounting peribdnge of some subsidiari
Source: summary of financial results and new mede&mm management pl
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@ Operating income will deteriorate in FY201-3 due to an impact of

7-(2) FY201%3 Kumamoto Earthquakes
Business Foreca: In FY201'-3, the Company forecasts sales of 103.5 billion@retrating income ¢
9.2 billion yen, representing a flat sales growtl deterioration of operating income

Operating income | c.4.4 billion yen compared with FY20-3. Operating income is expected to sque
expected to squeeze W ggnificantly, but it is caused by two special fawsto(1)voluntary adoption of th
operating margi falling International Financial Reporting Standards (IF and (2)loss generated in relation
below 10% in FY201-3  "2016 Kumamoto Earthquakc.
due to an impact ¢ Impact of (1) change fron-GAAP to IFRS on operatir income is relatively small

Kumamoto Earthquake c.1.3 billion yen in tot, consisting of ¢.0.4 billion yen of amortizatioxpensss related

and voluntary adoption ¢  to previous year'regular maintenan and ¢.0.9 billion yen of loss on fixed as

IFRS disposal

In relation to (2'2016 Kumamoto Eahquakes, as a ressult of damages incurrec

the Kumamoto Plant, estimatdisaste-related loss of c.2.4 billion y'is generated ¢
restoration costs of facilities and loss on disposaventory assets, etc. In additic
reduction in operating inconof ¢.0.6 billion yen is projected as an opportumibgt
from a decrease in sales volume due to the di. Thus,total loss of ¢.3.0 billion ye
is estimate in relation to Kumamoto Earthquakes. The foridisasterelated loss o
c.2.4 billion yen iseported as extraordinary loss unc-GAAP but treated as operati
expense under IFF. Therefore, although difference in net incomerig/@.0.4 billion
yen between-GAAP (c.6.6 billion yen) and IFRS (c.6.2 billionnyjg there is a larg
difference of .3.7 billion yen in operating income between c.1t8lBon yen unde|
J-GAAP and c.9.2 billion yen under IFR!

@ FY2017/3 forecast (JGAAP, IFRS) JPYM) Factors Alfecting Operaling Income
(a) Act (b) Est (c) Est (d) Bst Diff  GAAPdilr 20,000 ---._....‘.i._..._t_.__J.(.]_aXI_)_.
mc disaster
. 2.800 Ol 12,900
g + ,oool
: A 10# o A600 »
Revenue 104,630 na 104,000 | 103,500 | (1,130)  (500) 10,000 - +1, disaster LYY
Operating income 13,584 13,500 12,900 9,200 | (4.384)| (3,700 '
pEEhing (e (E350([FE.100) GAAP 1GARP Il “Gperating
Tncome before income taxes 13,088 12,800 9,800 9200 | (3,888)  (600) 5000 - Tossron

Net income(*) 8971 nal 6,600 6200 | @771)  (400) g0 {3 00 IFRS

0 T u E

%3 ) @

Operating margin 13.0% na|  124% s9%| 4.1%| 35% E % T3 2 ;3 2 % ; E
Net margin 8.6% na. 6.3% 6.0%| 2.6% -04% 2 £ F 5 3 £ fEevsig 2
. : g = 2 2 € 83fzEE
CAPEX 12,700 na| 1390] 1390| 1200 0.0% @ 5 5 B 5 5285558 3
Depreciation 8,162 nal  9g0| 9800| 1,638 00% s 0~ 7 52 g;; 3 0=
R & D Costs 4,000 nal 4200 4200 200 0.0% 2 Kz
(*) JGAAP: Nct income attributable (o owners of parent, [FRS: Profit for the period attributable to - °
owners of the parent Source: summary of financial statements and financial results materials

Planned operating income for FY2(-3 under -GAAP excluding the impact ¢
Kumamoto Earthquakes and change to IFRS was 1fidinbien, whch assume
largely the same amount with operating income 0% bdlion yen in FY201-3.
Positive factors that are expected to improve dpgyancome include (1) 0.4 billio
yen from volume difference and (2) 1.9 billion yfeom reduction of raw mateals
costs. (1) Volume difference assumes further satpansion of "Soarnol" and i
increase in sales volume driven by a start of dmeraf new "H-Selon" anc
"COPONYL" lines. (2) Reduction in raw materials tomclude a decline in tf
naphtha pricand reduction in fuel costs driven by expansioprofiuction at the U.¢
plant with lower utility costs. On the other haedfimated negative factors inclu
reduction in operating income by 3.1 billion adieglprice difference due to the weal
yen, andncrease in fixed costs by 2.8 billion yen due tmrendepreciation burden o
new EVOH line in the US
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7-(3) Growth

Strategy

€ Promote new product development and sales expansiam the Asian market

in parallel with strengthening of core products

The new mid-term management plan "NICHIGO 20" kalbidollows policies under

the previous mid-term management plan "Double 18!'sets (1) enhancement of
business portfolio, (2) strengthening competitidgamtage and (3) further enhancement
of credibility with society as basic policies. Witlspect to "establishment of new core
business", where "Double 15" made some progressratruction of foundation but did
not achieve sufficient outcome, the Company wilksto establish business groups with
operating income of 1.0 billion level by clarifyirie target products and taking more
specific measures. The Company will also focusexpansion of business in the Asian
market" by expanding sales of "Soarnol" in Chind Southeast Asia. With respect to
"strengthening competitive advantage", the Comgesycompleted withdrawal from
unprofitable businesses under "Double 15" andsek to improve profitability in
parallel with expansion of the business scale mgcentrating management resources to
highly profitable products and products with groytitential.

@ Basic Policies of Mid-Term Management Plan “NICHIGO 20"

M Continuing investmentin core | ¢ "OPL Film"
businesses Promotion of high functionality (thin, low shrinkag
high transmittance); Enhancement of productiorities

v "Soarnol"
Development ofnew grades with higher functionality
development ofnew applications; Further enhancewmén
customer services; Strengthening competitive adagat
through cost control

B Establishment of new core busin ¢ "COPONYL", "SHIKOH"

- Establishment of new business groups with - gajes expansion in IT and electronic optical field
operating income of around 1.0 billion yen v "Hi-Selon"”

- Active investment in high potential Expansion of production capacity, sales expansion f
products liquid detergent applications in the overseas ntarke

v Life chemical
Sales expansion of sodium acetate and "GOHSENOL EG"
particularly for pharmaceutical applications

v "Nichigo G-Polymer"

Early creation of real demand in energy-relatdd,fetc.

W Acceleration of new product development
B Expansion of the business scope and scale wittvata business alliance and M&A

M Reorganization of domestic plants v Ogaki Plant

M Business expansion in Asia Establish a grand design for a state-of-the-amla
M Global, stable procurement of basic raw mat( ¢ Asian market

M Development of human resources  Accelerate development of market fomthe baseifny&pore

W Efforts for the environment and safety
B Further enhancement of quality assurance system
W Continuation of compliance
M Efforts for CSR activities
Source: mid-term management plan and summary afiéial results

€ Enhancement of business portfolio: continuing invesment in core businesses

To enhance business portfolio, the Company wilkgeeachieve the plan based on
(1) continuing investment in core businesses and eg&ablishment of new core
business. With regards to "OPL Film" and "Soarnt8 core businesses, the Company
continues to take the existing measures to seelnsign of the business scale by
adding higher functionality to products and enhagdhe production capacity to meet
the growing demand.

v" Optical-use PVOH film: "OPL film"

As for "OPL Film," the Company will focus on devphloent of products with higher
functionality to _meet _demand from customers fornthiow shrinkage and high

36/47

This report is prepared by SQUADD Research & Cdimgylnc. ("SQUADD") for the purpose of providingformation to investors, and not for solicitatidisecurities trading. Although this is based
on the information and materials that SQUADD judgeliable, there is no guarantee of accuracy, bikgi completeness, suitability and timelinesQ$ADD shall not take any responsibility
whatsoever for any results including direct or iedt damage arising from the use of, or reliancehis report. Investors should take their own oesibility for securities and other transactionse T
intellectual property right of this report belortgsSQUADD, and any copy, transmission or quotenyf @ontents without permission is legally prohitite



The Nippon Synthetic Chemical Industry Co., Lt2@4.T) Issue Date: Monday, June 6, 2016

transmittance-contrast films. With an expandingndref the market as polarizing plate
manufacturers increase production capacity, NipBohsei_decided to add a new line
with 18M nf/year capacity in April 2016 (see P16). Howeverthesprice of polarizing
plates is declining particularly for large-scaleneis, the Company will strive to secure
profit margin by cutting costs through further irapement in productivity.

v" EVOH resin: "Soarnol"

As for "Soarnol," the Company will seek to cultieatemand for new applications by
adding higher functionality and also seek furtheowgh with a view to develop
business in the emerging market from which demanéxpected to increase going
forward. As properties (gas barrier and moldingxibidity) of EVOH resins vary
depending on the ethylene content, in order tor gffeducts that meet customer needs,
insights of resins to be combined and technicapsrtpwill be indispensable. Therefore,
Nippon Gohsei will seek differentiation from low-eproducts by enhancing customer
services, and aim for expansion of sales througtiitiad of higher value and
improvement of quality.

€ Enhancement of business portfolio: establishment afew core business

In an effort to establish new core business, thmgamy seeks to proactively invest in
prospective products and establish business gnithperating income of 1.0 billion
yen level within 5 years. The Company also considerexpand the scope and scale of
business by acquiring external management resodhresgh business alliance and
M&A, not just through internal development. Progpex products include
"COPONYL", "SHIKOH" (pressure sensitive adhesive$jli-Selon" (water-soluble
PVOH film), "Nichigo G-Polymers" (BVOH) and sodiuatetate.

v Pressure sensitive adhesives: "COPONYL" and "SHIKOH'

Pressure sensitive adhesives for use in electroaierials and optical materials
such as "COPONYL" and "SHIKOH" are the areas whi&ngher growth is
expected, as the polarizing plate market remanmgtand the touch panel market
is rapidly expanding along with dissemination obléss and smartphones.
Particularly, "SHIKOH," a UV curable resin, is imasingly applied to smartphones
and other devices, as filling an air gap between\er glass and a polarizing plate
of a touch panel with SHIKOH allows to make a papeth thinner and stronger,
and offers advantages such as enhanced visibitity achievement of higher
contrast. As Nippon Gohsei is the only company Whiffers two types of adhesive
resins, i.e. an acrylic resin ("COPONYL") and a dwable resin ("SHIKOH"), the
Company will seek to expand the customer basedxihilly offering products that
meet customer needs. A new "COPONYL" line currenthder construction has
come to the sage where users' product certificatiork is in progress, and is
scheduled to come into operation around at theoéddne 2016.

v' Water-soluble PVOH film: "Hi-Selon"

Production of "Hi-Selon" started in 1973, and isleeen so far used in packaging of
pharmaceuticals and a film for curved transfer torin In recent years, demand
expanded along with the requirement for packagihcagricultural chemicals, and
demand for transfer printing films for use in autdite interiors remains solid. A new
application expected to grow is an application tackaging materials for liquid
detergent. It is a growing field in which demandeipanding particularly in the U.S.
and Europe. In addition, the industry leader hgh Bhares in films for use in individual
packaging of liquid detergent, and the Company ivesea request from users for
diversification of supply sources. Therefore, rigtiter starting operation of a new
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facility (1,600 ton/year) which is currently undanstruction, the product is expectec
meet demand and contribute to s

v' BVOH :"Nichigo G-Polymer

"Nichigo CG-polymer" is the first amorphous vinyl alcohol resinthe world with
excellent gas barrier propies as well as both he-resisting and wat-soluble
properties, which other produccarnot achieve. Although it took several yearcome
into commercial use, the Company brought "MelFil,"a w-soluble filament for use i
3D printers, into the market in July 2015. In awhdit as the use of hydrogen ga
momentum with the introduction of fi-cell vehicles into the market, "Nichi
G-Polymer" attracts attention as a material with sigpenydrogen barrier propdes,
and a joint project between industry and acadeaviatd the practical use is under w
It is also usecin food packaging applications, and the Company ptanfocus or
expanding sales of "Nichigo-Polymer" in parallel with "Soarno

v'  Life Chemical

The Company will also focus on cultivating the lidemical field centered
pharmaceutical applications. Life chem-related products include sodium acetate
"GOHSENOL EG".

Sodium aceta has been historically handled as one of fine chahpeodicts. The
Company seeks fexpand demand for applications in kidney dialysid 8bod additive
by developing high quality products through the mawcessThe number of dialysi
patient is on n increasing trend global, and the number of renal replacent therapy
patients is estimated to increase fron.6M people in 2010 to c.4M people in 2030a
more than double increase (source: National CditeBiotechnology Information
Also, asthere are few competit¢, the Company seeks to promote soc acetate as
new core business with a view to expand new pragludines

@ Current business portfolio (FY2015) @ Target business portfolio (FY2020)
% - B W
PVOH g 4 x Coponyl <
forphi tica's Hi-Selon PVOH Shikoh ~ OPLFil
or premacedticgs %‘:“ :":‘ OPL Film for pharmaceuticals Bt Ni‘w'e’ o
Speda”FVOH Nichigo Priyester \
el U - ') N
Functional emulsions { © ¢ ot
Nichigo G-Polymer 8 Functional emulsion =z
Newly-developed =

w
PSA products roducts
Ltle) New Core it

- : g
RE R products  products J Hydrogen-related m!‘ N|ch|gWr

materials materials

Restructuring  Basic Restructuring ~ Basic
products  products . - roducts products i
Commodly.  goim acetate & C"md"‘/
emulsions eemulsions
v ¥ | @ W W W
i
Others products

Source: new mid-term management plan

@ Strengthening competitive advantag

As measures to strengthen competitive advantage, Gbmpanypromotes (1)
reorganization of domestic pla, (2) global, stable procuremeof basic raw materie
and (3)development of human resour.

With regarcto (1), the Company is reorganizing the Ogaki Plamere productiol
facilities of the withdrawn business remain, arahglto establish a grand design fi
state-ofthe-art plantand install and enhance new production facilittespart of suct
efforts, the Company has decided in April 2016dnstruct a new "OPL film" line (7t
line), which is scheduled to complete constructiaring 2Q FY201-3
(July-September 2017). In adwon, construction of sodium acetate production ifées
and a new "OPL film" line (8th line) is under coohesiation
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8-(1) Competitive

Environment

€ Optical-use PVOH film: Kuraray (70%) and Nippon Gohsei (30%) dominate
the market

The competitive environment for optical-use PVOHWmME (product name: "OPL
Film™"), one of the Company's core products, is sanimed below.

Other than Nippon Gohsei, Kuraray and Aicello (steld) also produce PVOH films.
However, Nippon Gohsei and Kuraray are the only tnwanufactures of optical-use
PVOH films in the world. Kuraray in its disclosumgaterials estimates its market share
to be ¢.80%, but Nippon Gohsei sees the markeesifdfuraray and Nippon Gohsei to
be ¢.70% and ¢.30%, respectively.

Kuraray had maintained the monopoly status on aptise PVOH films in the past,
but in 2003 the Company having the world-top lemePVOH processing technology
entered into the optical-use PVOH film field. Althgh the Company was forced to go
through a difficult period initially after enterinip this field, the Company has been
evaluated for its efforts such as an extensiomeffiim length from the previous 2,700
m per roll to 5,000 m, and came to establish theeat position.

@ Optical-use PVOH Productive Capacity
Optical-use PVOH

400 . X

Productive Capacity Trend
Kuraray 212 212 212 20 23. 300
NIPPON GOHSEI 88 88 88 18 106 200 ° ° o—9
Total 300 300 300 38 33¢

L0

Productive Capacity Share 100 O O O
Kuraray 70.7% 70.7% 70.7% - 68.69 0 - T T T !

2014 2015 2016 After
NIPPON GOHSEI 29.3% 29.3% 29.3% - 31.4% Total expand

Unit: (M)milyear e=om==NIPPON GOHSEI

e=om= KUraray
Source: Kuraray release and flnancial results riadger

€ Both Nippon Gohsei and Kuraray are in process of ganding production
facilities

As production of optical-use PVOH films_requireshimmh level of the precision
processing technology in addition to an advancexbeise in refining PVOH, technical
hurdle to a new entry to this field is very higheTpolarizing plate industry, a demand
source of PVOH films, is also dominated by top ¢hmwmpanies (Nitto Denko, LG
Chemical (Korea) and Sumitomo Chemical) that holkkro70% market share.
Considering the long-standing structure of two nfacturers and several buyers, in
addition to a technical barrier to entry, an emeogeof companies that newly enter into
the optical-use PVOH film business should be highhfikely. All polarizing plate
manufacturers use both the Company and Kurardyuadh the respective shares are
different.

Given an increasing trend of demand as well as estqfrom polarizing plate
manufacturers, Kuraray and Nippon Gohsei decideeixfzand production facilities in
October 2015 and April 2016, respectively.

New facilities of Kuraray under construction haveoduction capacity of 20M
m?/year, and is scheduled to come into operationarye2017. After completion,
Kuraray's production capacity will increase from2®IL m*year to 232M rfiyear. In
contrast, Nippon Gohsei expects to complete coctsbru of new facilities with capacity
of 18M nf/year during July-September 2017, and productigpacity will increase
from 88M nf/year to 106M rfiyear. There will be no significant change in resjve
shares after the expansion.
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@ EVOH resins: high hurdle to entry from the aspect & both technology and
cost

The competitive environment for EVOH resins (pradutame: Soarnol) is
summarized below.

As discussed in Business Overview (P8), (1) Kura(gy Nippon Gohsei and (3)
Chang Chun Petrochemical (Taiwan) are only threeuf@etures of EVOH resins in the
world. In the past, DuPont (U.S.) tried unsuccdisfo start the EVOH resin business,
and Nippon Gohsei acquired DuPont's plant in Hoystexas in 1994. In addition to a
high technical barrier to entry, provision of prathi according to applications and
forming methods is required. Initial entry costgluding capital investment, etc. is
high, such as required capital investment for adoame million yen per ton.

Estimated share of each company on a productioac@gpbasis is: (1) Kuraray
€.52%, (2) Nippon Gohsei ¢.42% and (3) Chang ChetmoBhemical (Taiwan) ¢.6%. In
recent years, with continuing growth of the EVOHrked, Nippon Gohsei was among
the first to start expanding facilities. Its newgle-scale facility in the U.S. came into
operation in December 2015, and production capauwiyeased from 51,000 ton/year to
66,000 ton/year. Kuraray is also actively makingit investment, including a
production facility in Belgium with capacity of 10 ton/year currently under
construction (scheduled to come into operatiomatend of 2016). In addition, Kuraray
decided to expand facilities with capacity of 10@6n/year in May 2016 (in the U.S.,
scheduled to come into operation in mid-2018), pratluction capacity will increase
from the existing 81,000 ton/year to 103,000 toafyé&n emerging force Chang Chun
Petrochemical is also promoting a plan to expanuilitias.

4@ EVOH resin Productive Capacity Trend (ton / year)
EVOH resin Productive
200,000 Capacity Trend
Kuraray 81,000 81,000 81,000 22,000 103,000 150000
NIPPON GOHSEI 51,000 51,000 66,000 - 66,000
Chang Chufr) 10,000 10,000 10,00Q 10,000 20,000 100,000 e e ./'
@)

Total 142000 142,000 157,000 32,000 189,001 gq o0 o—
Productive Capacity Share ) o———o—2
Kuraray 57.0%  57.0%  51.6% - 545% " 2014 2015 2016  After
NIPPON GOHSEI 359%  359%  42.0% 5 34.9% expand

Total e=om=NIPPON GOHSE
Chang Chun 7.0% 7.0% 6.4% - 10.6%  ememmKuraray —e=—Chang Chun

(*) Supposed Chang Chun's EVOH resin ProductiveaCigp to become double.
Source: company release and hearing from NIPPONSEDH

€ Chang Chun Petrochemical continues bargain sales pacularly in the U.S.

Chang Chun Petrochemical tries to gain shares foprtwo companies by carrying
out bargain sales particularly in the U.S. Propsr{gas barrier and molding flexibility)
of EVOH resins vary depending on the ethylene aunt€herefore, to offer the most
suitable products to meet the customer needsn#ighits on resins to be combined and
the processing technology is required. Given it®rpability to provide technical
supports, Chang Chun Petrochemical has not beee &bl enter into the
high-value-added product area.

There is no difference in quality between Nipporh&s and Kuraray, but customers
including film manufacturers seem to use both camgs products depending on
applications. It appears that Nippon Gohsei's prtgiare mainly used in food
packaging applications and Kuraray has higher shiarendustrial applications. Nippon
Gohsei aims to expand industrial applications, gtabally promotes high-function
"Soarnol" with higher barrier properties centereduge in fuel tanks.
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@ Operating margin of both Nippon Gohsei and Kurarayexceeds the chemical
8-(2) Performance industry average

This section compares performance with Kuraray tWwhiompetes in optical-use
PVOH films and EVOH resins.

Kuraray, with sales of 521.7 billion yen in FY20183; is nearly five times larger than
Nippon Gohsei (104.6 billion yen) in terms of thees size. On the other hand, Nippon
Gohsei's operating margin surpassed Kuraray's tpgranargin in FY2014-3, and
thereafter, Nippon Gohsei has maintained higheratipgg margin than Kuraray. When
looking at the latest fiscal year, Nippon Gohseperating margin was 13.0% versus
Kuraray's 12.7%. Considering the average operatiregggin of chemical industry
(10,926 companies) at 6.7%and the average operating margin of chemical coiepa
with capital of more than 1.0 billion yen (353 caamjes) at 7.498, it can be said that
both companies generate higher operating margimgriiee chemical industry.

Focusing on the competing segment (Nippon Gohseimical products, Kuraray:
vinyl acetate), Kuraray is superior both in ternissize and profitability. Given about
2-fold gap in the sales size, assuming no diffezeirc prices of both companies'
products, it seems that difference in profitabiligflects a scale merit. Also, Kuraray
acquired the vinyl acetate-related business frorRdp (U.S.) for ¢.543 million dollar
in June 2014, and both sales and assets incregsedabnly 150%, but the segment
operating margin which had been more than 30% beaf@ acquisition has deteriorated
to around 20%.

In this regard, as Kuraray uses the product befantp the DuPont's business which
it acquired as a raw material of water-soluble PV@lhhs, Kuraray seeks to enjoy
synergy effects by developing products verticatigliding raw materials. With respect
to EVOH, as Kuraray has brought a new product witherior retorting resistance into
the market and is also developing new productsubstisute for metal cans and glass
cans, it appears that Kuraray is focusing on sabgsansion through expanding
applications centered on food packaging.

As Nippon Gohsei does not source raw materials fbarRont, Kuraray's M&A has
no impact on Nippon Gohsei's business. There Isasbtaen no significant change in the
business environment before and after the acaqunsiti

Comparison

) source: the Ministry of Finance, Policy Researchtilnte Research Statistics Department "Financial

Statements Statistics of Corporations by Industmyual Report (FY2014) "

@ Rival Comparison JPY(M)
Kuraray(*1) Revenue 368,975 369,431 413,485 411/408 82,7
(Entire company Operating income 54,733 49,197 49,545 40,298 66,077
Operating Margin 14.8% 13.3% 12.0% 9.3% 12,7%
Depreciation 30,737 30,952 34,972 35,696 44,102
goodwill amortization 2,100 2,741 3,217 3,657 3,862
EBITDA 87,570 82,890 87,734 79,651 114,041
EBITDA Margin 23.7% 22.4% 21.2% 19.4% 21.9%
NIPPON GOHSE! | Revenue 87,243 91,976 111,151 105,202 3AW4,6
(Entire company ' Operating income 7,117 11,859 16,229 11,186 13,584
Operating Margin 8.2% 12.9% 14.6% 10.6% 13,0%
Depreciation 6,597 6,933 7,129 7,052 8,162
EBITDA 13,714 18,792 23,353 18,23 21,746
EBITDA Margin 15.7% 20.4% 21.0% 17.3% 20.8%
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@ Rival Comparison by segment JPY(M)
Kuraray(*1) Revenue 119,125 126,133 155,503 196/949 2431
(vinyl acetate) Segment Ol 49,904 48,677 46,558 35,724 , 7465
Segment OM 41.9% 38.8% 30.0% 18.1% 22,9%
Depreciation 13,675 14,329 16,721 20,904 25,004
goodwill amortization 2,001 2,642 3,1.8 3,581 3,761
EBITDA 65,580 65,91€ 66,497 60,209 84,505
EBITDA Margin 55.1% 52.3% 42.8% 30.6% 34.8%
Segment Asset 159,031 226,677 278,042 398,631 393,050
(*3)|Return on assets ratio 31.4% 21.6% 16.8% 9.0% 14.0%
NIPPON GOHSEL2) synthetic resin synthetic resin synthetic resin sytithesin Chemical products
(synthetic resin) | Revenue 61,510 67,113 83,560 77,944 0683,
(Chemical products Segment Ol 7,244 11,857 16,407 11,381 13,158
Segment OM 11.8% 17.6% 19.6% 14.6% 14,9%
Depreciation 5,853 6,283 6,712 6,541 n.a.
EBITDA 13,097 18,12C 23,119 17,922 n.a.
EBITDA Margin 21.3% 27.0% 27.7% 23.0% n.a.
Segment Asset 74,527 86,503 105,131 116,383 n.a.
(*3)|Return on assets ratio 9.7% 13.7% 15.6% 9.8% na.

(*1) Kuraray has changed the fiscal year end frove énd of March to the end of December from Ddmer2014.

(*2) Nippon Gohsei has changed business segmemtétion FY2016-3. Accordingly, figures of the oldyetic resins segment are
used from FY2011-3 to FY2015-3 and figures of tleewrchemical products segment are used in FY2016-3.

(*3) Return on assets ratio = Segment Operatingiim®'Segment Asset

Source: annual reports and summary of financiallre®f each company

@ After Kumamoto Earthquakes in April 2016, stock price remains at the 600

Trend

Stock price trends are summarized below. In FY2B13he Company’s stock
outperformed TOPIX and peers including Kuraray &40, led by the bullish market
Stock price fell to the 600 driven by Abenomics later in the year and recowfrthe business performance. Also,
yen level after Kumamoto | the liquidity (per day on amount basis; the sanagl stpply hereinafter) remained around
Earthquakes in April 2016. 400 million yen, indicating an expansion of margetticipants.

In FY2015-3, the stock remained weak, given tempodeterioration in business
performance based on special factors. Subsequéattly,in the period, the stock price
recovered, as there was prospect for resolution défect in stability of the product
quality in the new "OPL Film" line (the 6th lineh@ a surge in the price of vinyl acetate
monomers in Europe and an improvement in the indened was felt confident.

In FY2016-3, as business performance was slow frame early in the period, the
stock price remained weak around the 700-800 yeeldeduring July-September 2015
after announcement of 1Q results. Given betteropeidince after announcement of 2Q
results, the stock price rose to the 900 yen |dwal,entering in 2016, along with the
broadly weakening equity market as the Nikkei Ageréell below 15,000 yen, the stock
price of Nippon Gohsei also weakened and remairtethea 700-800 yen level. In
addition, after the Kumamoto Plant was damaged 2§16 Kumamoto Earthquakes"
occurred in April 2016, given the prospect for la$<.3.0 billion yen in total related to
earthquakes in FY2017-3, the stock price has rezdaisit the 600 yen level after
Kumamoto Earthquakes.
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9-(2) Investment

Return Analysis

PBR also fell to 0.7x along
with a decline in the stock
price after Kumamoto
Earthquakes, very cheap
level relative to
profitability.

NIPPON GOHSEI(4201) Stock price and Trading volukeévity
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NIPPON GOHSEI(4201) and other rivals' stock trend
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@ PBR fell to 0.7x after Kumamoto Earthquakes, cheapevaluation considering
profitability of core businesses

Market capitalization of the Company as of May 3016 was 63.1 billion yen wit
PBR of 0.71x, ROE of 10.4% (actual) and expecteildnd yield of 3.1%. Compare
with the chemical industry average (194 names)PBR (1.22x) and ROE (4.8%), tf
Company's valuation (PBR) looks very cheap. Pdeity PBR fell from 0.93x in
March 2015 to 0.71x due to a decline in the stogkepafter Kumamoto Earthquake
Despite the prospect for temporary lower income tduess of 3.0 billion yen related t
earthquakes in FY2017-3, as core businesses aertexpto remain steady, assum
mid- to long-term holding, the current stock priseonsidered at the very cheap level.
When looking at the recent three fiscal years, RBRess than 1.0x has remained
the cheap level compared with the industry avefage P45). In the chemical indust
which is consisted of many large-cap companies,atrerage market capitalization
€.159.7 billion yen is twice as large as that & @ompany and there is more than 3-f
gap in the market liquidity (per day, amount babisween Nippon Gohsei (200 millic
yen) and the market average (600 million yen).alties by industry, but particularly i
the chemical industry, the data confirms that stpidkes are highly correlated with the
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size factor such as sales and assets and prdfitabiter considering the capita
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efficiency such as ROE and operating inc relative to capital. For the stock price
move higher (and remove the premium over the maaicetage) going forward, furth
expansion of institutional (professional) investase by increasing the liquidity per d
while seeking to expand the sasize and improve the capital efficiency, and eniran
the courteous disclosure and IR activities, shbeldritical

€ The Company'svaluation is cheap relative to competitor

The Company'valuatior is compared with peers below. PBR of both Kurada3x)
and Nippon Gohsei (0.71x) is lower (cheaper) thenaverage of the chemical indus
(1.22x). On the other hand, in terms of profitabiiindicators, Nippon Gohsei's RC
(10.4%) and dividend yield (3.1%) are both highleant Kuraray's ROE (7.4%) &
dividend yield (2.7%). The stock price of the Compaould remain weak in the ne
term due to lower income in association with Kumé&mBarthquakes, but there is
potential that the stock price turns to a recoveeyd if investors who recognize t
profitability of the Company's core kinesses and core competeipay attention to th
Company as a value sto

Investment return comparison with competitors (PBR vs. ROE)
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9-(3) Return to

Shareholders &
Dividend Policy

@ Rival's Key Indicators

Code Company RevenuL

Operating
income

Net
margin

Total
assets

Total net
assets

Interest
Bearing
Debt ri

Capital

atio

(JPY M)
Act
ROE
(%)

4201  NIPPON GOHSEI 104,68 13,5 8,9 ,251 7987, 61.09 10.43%

3405 | Kuraray 521,721 66,077 35,749 701,770 496063 59,444 0.7%7 7.36%

6988 NITTO DENKO 793,054 102,397 81,633 825,905 614,426  39%, 74.49 13.74%
Chemical sector's average - - - - - - - 4.79%
All Sector's average - - - - - - - 6.29%

Stock pricg Market cap Act Act = Act Est Est
2016/5/30| 2016/5/30 BPS ESP ESP PBR PER Div-yield
Code Company (yen) (JPM M) (yen) (yen) (yen) (time) (time) (%)
4201 | NIPPON GOHSEI 641 63,055 906.09 92.11 63.66 0.71 10.07 3.1%
3405 | Kuraray 1,45] 517,036  1,412.46 101.84 113.88 1.03 9127 2.7%
6988 | NITTO DENKO 7,140 1,240,635 3,785.91 495.2: 424.40 1.89 16.82 2.0
Chemical sector's average - 159,673 - - - 1.22 - 1.
All Sector's average - - - - - 2.24 - 2.19

* NIPPON GOHSEI, NITTO DENKO: FY2016/3, Kuraray: P¥15/12's data

@ Plan to pay dividend of 20 yen in FY2017-3 similato FY2016-3

The Company puts return to shareholders one ofntipertant initiatives, and pay
dividends considering the mid-term change in theirl®ss environment and trend
business performance, while seeking to secure naltereserves for the busine

investment and to maintain the financial conditions

The Company uses payout ratio of 20% as a guidkraised dividend per share fro
15 yen to 18 yen in FY2014-3, and by 2 yen to 20 iyeFY2016-3. In FY2017-3, ne
income is expected to decrease from 9.0 billion .2 billion yen and EPS fro
92.11 yen to 63.66 yen due to an impact of "2016n&moto Earthquakes”, but t
Company_plans to pay dividend of 20 yen similarF{62016-3, and payout ratio

expected to exceed 30%.

@ Shares Outstanding / Share Information

Source: SQUADD

company estimate

e

%

(7]

of

m

Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 | Mar-17
Shares outstandireg the end of the pericl000 stoc 98,369 98,369 98,369 98,369 98,369 a.
# of shareholders (person) 4,179 3,536 3,922 4,104 n.a. n.a
Stock price at the end of the period JPY) 509 839 741 797 713 n.a
Market Cap (IPY (M)) 50,070 82,532 72,892 78,400 70,137 na.
Net income* ([JPY (M) 3,154 8,158 8,018 6,648 8,971 6,200
Total net assets (IPY (M)) 55,996 65,444 76,770 83,720 88,261 na.
Earnings per share (EPS) (JPY) 32.38 83.75 82.32 68.25 92.1] 63.66
Book value per share (BPS) (JPY) 574.83 671.84 788.11 859.49 906.09 n.a.
PER 15.72 10.02 9.00 11.68 7.74 n.a
PBR 0.89 1.25 0.94 0.93 0.79 n.a
ROE 5.7% 13.4% 11.3% 8.3% 10.4% n.a

(*) These amounts fall under "net income attribiedb shareholders of the parent” under J-GAAP "aetlincome attributable to owners of the paremter IFRS.

@ Shareholder Return Information

company estimate

Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 | Mar-17
Dividend per sharet the half of the period (JPY) 6.00 6.00 9.00 9.00 10.0 10.00
Dividend per sharet the end of the period JPY) 6.00 9.00 9.00 9.00 10,(1] 10.00
Dividend per sharéDPS (JPY) 12.00 15.00 18.00 18.00 20.&)0 20.00
Dividend payout ratio (%) 37.1% 17.9% 21.9% 26.4% 21.7% 31.4%
Dividend yield (%) 2.4% 1.8% 2.4% 2.3% 2.8% n.a

Source annual reports, summary of financial statementsfarancial results materials
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@ ROE resumed the 10% level in FY2016-3
9-(4) Capital Cost/ Net income in FY2016-3 amounted to 9.0 billion yeith ROE recovering from 8.3%
in the previous year to 10.4%. As net assets isecay c.58% from 56.0 billion yen in
FY2012-3 to 88.3 billion yen in FY2016-3 along wialhcumulation of internal reserves,
for ROE to improve, the Company needs to furtheprowe profit margin in parallel
with expansion of the business size. However, coetpavith cost of equity capital, as
the Company has achieved higher ROE than requattedaf return of shareholders, the
Company should implement capital investment fundsd internal reserves while
maintaining the current return to shareholderscyoli

In FY2017-3, net income is anticipated to be loweamn that in FY2016-3 due to an
impact of damages incurred by the Kumamoto Plam, ROE is expected to fall to
around 7%.

ROIC

@ Equity Spread JPY(M)
Net income 3,154 8,158 8,018 6,648 8,971
Total net assets 55,996 65,444 76,770 83,720 88,261
ROE 5.7% 13.4% 11.3% 8.3% 10.4%
Capital cost* 5.0% 5.0% 5.0% 5.0% 4.6%
Equity Spread 0.7% 8.4% 6.3% 3.3% 5.8%

* Data before 2015/3 is calculated under the camliof 3=0.921(Bloomberg data as of 2015/5§2and the risk premiuea5%.
* Data for 2016/3 is calculated under the condittfi=0.940(Bloomberg data as of 2016/5§2@nd the risk premiug5%.

Source Created bysQUADD

@ Newly invested facilities still under construction with no generation of
returns, resulting in lower ROIC

The Return on Invested Capital (ROIC) in FY2016s3 calculated 9.6%, c.3%
improvement compared with the previous year. lractstapital decreased from 103.6
billion yen to 87.9 billion due to repayment of bmwing, while a start of operation of|a
new EVOH line from mid-year and stabilization ofwanaterials prices contributed to an
increase in operating income, leading to improvenoéiROIC. Also, weighted average
cost of capital (WACC) is around 4%, and the Conypaas achieved higher ROIC than
WACC over more than five years in the past. In mgkiecisions on capital investment,
Nippon Gohsei uses the relatively conservativeegdtincluding IRR of 15% as a guide
of a hurdle rate for investment, in addition to thealitative judgment such as|a
materialization of customer needs.

@ ROIC (Return On Invested Capital) JPY(M)
Operating Profit* 11,859 14,800 11,186 13,584 11,709
Effective taxrate 38.0% 38.0% 38.0% 38.0% 38.3%
NOPLAT 7,353 9,176 6,935 8,422 7,223
Interest Bearing Debts 10,040 15,350 25,237 17,798 16,08
Market Cap 82,532 72,892 78,400 70,137 70,806
Invested Capital 92,572 88,242 103,637 87,935 86,887
ROIC 7.9% 10.4% 6.7% 9.6% 8.3%
Liability Cost 2.2% 1.2% 0.9% 0.9% 1.5%
Capital Cost 5.0% 5.0% 5.0% 4.6% 4.9%
WACC** 4.6% 4.3% 3.9% 3.8% 4.2%
ROIC-WACC 3.3% 6.1% 2.8% 5.8% 4.1%

*FY2014-3's values exclude the impacts by accounting period changmefsubsidiaries.

**WACC =Liability Costx(1-effective tax ratgxInterest Bearing Debts ratio / Total AsgeCapital CostxMarket Cap ratio.

Liability Cost: the company's histrical averagetibé long term loan interest rate, referftéquity Spreag above for the Capital Cost.
Source: SQUADD
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Disclaimer

B This report is prepared by SQUADD Research & Cdimgylinc. ("SQUADD") for the purpose of providingformation to investors for
fees under a contract with a covered company, ahtbnsolicitation of securities trading.

B Although, in preparing the report, SQUADD has aftali information through interviews with the covermmpany, assumptions and
views set forth in the report are not of the saichpany but are in principle based on analysis aatlation by SQUADD.

B Although the report is written based on the infatioraand materials that SQUADD judged reliable réhis no guarantee of accuracy,
credibility, completeness, suitability and timebseAlso, views and forecasts set forth in the neyepresent judgment by SQUADD at the
time of issue of the report, and may be changeldouitnotice.

B SQUADD shall not take any responsibility whatsoefeerany results including direct or indirect daraagising from the use of, or reliance
to, this report. Investors should take their owspmnsibility for securities and other transactions.

B The intellectual property right of this report bejs to SQUADD, and any copy, transmission or qubt@ny contents without permission
is legally prohibited.

About "ANALYST NET"
B ANALYST NET is a name of report services issued distributed by TIW, Inc./ IFIS JAPAN LTD. (hereifter "Publisher"). "Publisher|

serves as a delivery platform for providing infotioa and a secretariat function.

B Reports issued in the "ANALYST NET" brand name iatended to provide introductions to and descriggiof industries and companies
by the different approach from the existing anahggtorts, and mainly prepared by analysts outsfd®ablisher" and business partners
(hereinafter "authors").

B "Publisher" shall not review nor approve conterftthe reports in principle (provided, however, tbaty in the case of clear mistakes or
inadequate expressions, they are pointed to ajthors

B "Publisher" may directly or indirectly receive felesm the company covered by this report in comp#as for planning and proposal for
issuing the report and provision of the delivergtfdrm function.

B Authors may directly or indirectly receive feesrfrdhe covered company other than for preparatichefeport. Authors are also likely to
hold securities issued by the covered company. [i$hés" shall not manage these in principle, ndetaesponsibility Please review
separate disclaimer by authors.

B The report is prepared only for the purpose of joliag information relevant to the investment demisi, and is not intended for solicitation
of securities and other transactions. Investorsilshmake final decision on securities and othendaations in their own judgment and
responsibilities.

B Although, in preparing the report, authors haveaintetd information through interviews with the ca@icompany, assumptions and views
set forth in the report are not of the said compautyare in principle based on analysis and evialudty authors.

®  Although the report is written based on the infatiova and materials that authors judged reliablerghis no guarantee of accuracy,
credibility, completeness, suitability and timekse Also, views and forecasts set forth in the neppresent judgment by authors at the
time of issue of the report, and may be changeldouitnotice.

B "Publisher" and authors shall take no respongibiitit direct, indirect, incidental or special dareapat may be incurred by investors as a
result of reliance on the information or analyssferth in the report.

B The copyright of the report belongs to "Publish@rauthors in principle. With respect to the infation provided in the report, copy, sale,
indication, delivery, publication, amendment, disgetion or commercial use of such information with approval of "Publisher" are
against the law.

B "ANALYST NET" is a registered trademark owned bytfsher".
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