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Manufacturer of basic chemicals mainly caustic soda

This report is an English translation of part of the report issued on April 25, 2023.
For inquiries concerning the report, please contract info@stock-r.org

[4040 NANKAI CHEMICAL Sector : Chemicals]
Operating Yoy Ordinary Yoy

Net sales YoY Profit YoY EPS BPS DPS

Fiscal Year profit profit
(mnyen) (%) (mnyen) (%) (mnyen) (%) (mnyen) (%) (yen) (yen)  (yen)
Mar.2021 16,463 - 730 - 708 - 155 - 146.4 3,105.9 15.0
Mar.2022 17,434 59 739 1.1 716 1.2 462 198.1 359.8 3,595.6 15.0
 Mar2023 f 19384 112 734 07 784 95 496 7.4 389 - 150

Note: Consolidated basis.Figures for the fiscal year ending March 2023 are the company's forecasts.

Manufacturer of Basic Chemicals Mainly Caustic Soda

NANKAI CHEMICAL is a basic chemical manufacturer that handles caustic soda and its
co-products. It was a group company of NAKAYAMA STEEL WORKS, but became
independent through an MBO in 2013.

It is a medium-sized caustic soda manufacturer. In addition, as the second pillar, NANKAI
CHEMICAL has clarified its policy to expsand the environmental recycling business.

The company’s business consists of the chemicals business and various salt businesses,
with the chemicals business accounting for 81.1% of net sales and almost all of the
operating profit in fiscal year ended March 2022. The chemicals business is divided into
basic chemicals (50.5% of total sales), functional chemicals (11.2%), agriculture (12.9%)
and environmental recycling (6.5%).

Chemicals Business

Caustic soda, a basic chemical, is strongly alkaline and is used in a wide range of
applications such as metal dissolution and refining, impurity removal, bleaching and
neutralization, and is supplied to industries including steel, papermaking, cosmetics,
detergents and chemical industries. Since transportation costs are high for supplying to
remote areas, the supply destinations are mainly the Kansai region, where the company’s
plants are located.

The company also handles products that utilize hydrogen and chlorine, which are co-
products of caustic soda production. They include synthetic hydrochloric acid and sodium
hypochlorite used for bleaching, sterilization and neutralization applications for medical
and food fields, chlorine disinfectants and sanitizers and water treatment flocculants used
in wastewater treatment.

As functional chemicals, the company mainly handles food additives primarily for food
manufacturers such as sodium acetate used to improve the shelf life of food and
glucosamine used as a material in health foods, as well as intermediates used in
pharmaceuticals, agricultural chemicals, electronic materials and the like.

In the agriculture field, NANKAI CHEMICAL handles chloropicrin, which is used as a soil
fungicide.
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As environmental recycling, the company collects waste sulfuric acid from waste sulfuric
acid suppliers, and refines sulfuric acid for sale.

Various Salt Businesses

NANKAI CHEMICAL processes and provides raw salt imported from Australia and Mexico.
It is used for food production and snow melting on roads and such.
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Financial Statements

: Nine months

Statement of income Fiscal Year Mar.2021 Mar.2022 to Dec.2022
(mn yen) (%) (mn yen) (%) (mn yen) (%)
Net sales 16,463 100.0 17,434  100.0 13,862  100.0
Cost of sales 12,594 76.5 13,306 76.3 10,670 77.0
Gross profit 3,869 235 4,127 23.7 3,191 23.0
Selling, general and administrative expenses 3,138 19.1 3,388 19.4 2,738 19.8
Operating profit 730 4.4 739 4.2 452 3.3
Non-operating income 178 - 206 - 185 -
Non-operating expenses 201 - 229 - 126 -
Ordinary profit 708 43 716 4.1 512 3.7
Profit before income taxes 69 0.4 463 2.7 401 2.9
Profit attributable to owners of parent 155 0.9 462 2.6 329 24
Fiscal Year Mar.2021 Mar.2022 Dec.2022

Balance sheet
(mn yen) (%) (mn yen) (%) (mn yen) (%)

Current assets 8,263 51.3 8,634 50.8 10,295 54.6
Cash and deposits 1,107 6.9 1,281 7.5 1,615 8.6
Accounts receivable-trade 5,097 31.6 5,246 30.9 5,861 31.1
Inventories 1,863 11.6 1,917 11.3 2,594 13.7

Non-current assets 7,858 48.7 8,347 49.2 8,551 45.3
Property, plant and equipment 6,632 41.1 6,607 38.9 6,754 35.8
Intangible assets 181 11 195 11 223 12
Investments and other assets 1,045 6.5 1,544 9.1 1,573 8.3

Total assets 16,122  100.0 16,982  100.0 18,866  100.0

Current liabilities 7,676 47.6 8,338 49.1 8,341 44.2
Accounts payable - trade 1,784 111 1,989 11.7 2,935 15.6

Non-current liabilities 4,409 27.3 3,967 234 5,439 28.8

Net assets 4,035 25.0 4,676 275 5,084 26.9
Owners' equity 3,994 24.8 4,625 27.2 5,036 26.7

Statement of cash flows Fiscal Year Mar.2021 Mar.2022

(mn yen) (mn yen)

Cash flows from operating activities 1,261 1,587
Depreciation 955 975

Cash flows from investing activities -1,807 -614

Cash flows from financing activities 893 -858
Dividends paid -15 -19

Net increase in cash and cash equivalents 347 173

Cash and cash equivalents 1,107 1,281

Note:Consolidated
Source: Prepared by Stock Research Center based on the notifiable prospectus.
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About Stock Research Center

Stock Research Center is engaged in the preparation of analyst reports, mainly on companies that are not sufficiently
covered by analysts, based on a neutral perspective, and broadly disclose the reports to the public with an aim to
revitalize the stock market.

Note: Reports prepared by Stock Research Center are created in reference to the Ministry of Economy, Trade and
Industry’s Guidance for Integrated Corporate Disclosure and Company-Investor Dialogues for Collaborative Value
Creation.
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Certification by Analysts

Analysts indicated in the reports certify that the content indicated in the report precisely reflects the personal opinions
of the analysts on all securities and issuer companies discussed in the report. In addition, it is ensured that the opinions
directly or indirectly indicated in the report will have no influence on the analyst’'s compensation in the past, present,
and future upon writing the report.

Disclaimer

- The report is prepared by stock analysts affiliated with the Stock Research Center for the purpose of disclosure to a
wide range of investors as reference information and not to recommend or solicit to buy or to sell any particular
securities or financial instrument.

- The content and indication of the report is based on disclosed information available publicly and is prepared by
adding necessary supplementary information gained through interviews by analysts. The writer of the report is,
without exception, prohibited to use insider information, or to acquire such information. The information included in
the report is believed to be precise and reliable, but its preciseness is not verified objectively. In addition, the report
is not intended to comprehensively include all information required by investors.

- The information included in the report may become outdated due to changes in the financial market, economic
environment, etc. There are risks that the prices of stocks featured directly or indirectly in the report will fall below
the par value due to fluctuations in stock prices, changes in management/financial conditions of the issuers,
fluctuations in exchange rates or interest rates, etc. Past performance does not imply or guarantee future
performance.

- The opinions indicated in the report are subject to change without notice and the Stock Research Center has no
obligation to update the information or opinions included in the report.

- The Stock Research Center does not bear any responsibility for any results, including direct losses, indirect losses,
losses of profit and damages, suffered by investors due to using the report or relying on the report. Final investment
decisions shall be made by investors themselves and the sole responsibility concerning the investment lies with the
investors that viewed the report.

- The copyright of the report belongs to the Stock Research Center and it may not be copied, reproduced, quoted, etc.
in any form without prior consent.




