
 

 

  

             

              
    
                                 
                                                                 

                             
                            
                    
                       



 

 

  

            

        

                                       

                                                  

                                              

                        

                   

                                           

                                        

              
                                

              



 

 

【CEO HASHIMOTO Osamu】 

 At the CEO presentation on May 30, we explained the policy that, amid 

significant changes in the environment surrounding us, the Specialty chemicals 

domains and Basic & Green Materials (B&GM) should each have different goals, 

and that management should be carried out with the aim of achieving these 

goals. 

The Specialty domain aims to become a high-growth, high-profit global 

specialty company by strengthening its business foundation through various 

partnerships and other strategies to win fierce competition globally. 

Despite challenging conditions as overcapacity, particularly in China, we aim to 

build a strong basic and green materials company supporting Japanese industry 

by strengthening its business foundation as an essential industry. 

  

            
 

    

                 
                  

                 
         

                                  

                         
     
            

                                
                   
                              

               
              

       
         
            

         
        
        

   
              
               

                      
                  

                        

                          

                                        

                                                      

    

        

   

           
                    

               
         

            
        
            

         

      

                         

                   

                     
                      
               
             

                     
         
                         

                     
        

                 

                        
         
                     

     

 
 
 
 
  
   

  
 
 
 
  
 
  

 
 
 

 
  
 

                                                       

                                            
                                                                 
                                                

                          
                       

                               



 

 

We believe that the ideal future for B&GM is to become an essential company 

that can contribute to customers across a wide range of fields such as 

automotive, semiconductors, packaging, and healthcare. 

It is expected that, by accelerating efforts to collaborate and reorganize with 

other companies, the industry will eventually consolidate into a few firms. 

However, since reorganization involves the consent of the other parties, the 

progress is still uncertain. Therefore, we will at least execute spin-off B&GM as 

a wholly owned subsidiary by around 2027. 

The purpose of the spin-off is as stated in this document. When considering the 

future direction, as business models and investment approaches of Specialty 

chemicals domains and B&GM will increasingly diverge, we aim to establish a 

strong foundation that allows B&GM to operate independently in order to enable 

quick decision-making as B&GM. 

 

  

            
                                   

                                                                     
                                                              

            

                                                  
                                                 
                                         
                                            
         

                                              
                                                 
                                                 
                         

                                                  
                                               
                                              
                                        

                                                    
                                                    
            

                 

            

       

                 

                                        
                               

                               
                    



 

 

We have made considerable progress in the restructuring that our company can 

handle on its own so far. In addition to restructuring, we have also promoted 

efforts to select and strengthen competitive derivatives. Since the initiatives we 

can undertake through our own efforts are surely progressing, from now on we 

will further strengthen the business foundation through collaborations and 

transformations with other companies. 

Through collaborations and transformations with other companies, we aim to 

establish a highly capital efficient phenol chain, a strong and highly capital-

efficient polyolefin (PO) business entity related to today’s announcement, and a 

high-profitability polyurethane business centered on high-performance MDI. 

Additionally, by strengthening the complex in a new way with competitive 

crackers that include green initiatives having the greatest impact, we ultimately 

aspire to become Japan's leading basic and green materials company. 

The business integration of PO announced today is one step toward moving in 

that direction. 

  

            
                                                                     

       

        

        

                                     

                                           

          
                                  
                                       

       

                                        
                              

                                                                                
                               

                                               
                           

           
                                       
               

               
                

                    

                  
            

                 
                   

   

                 
        

                        
        

        
             

         
       

             
        
        

                 

                        
                                   

                 
               
               

                 

                                        
                                                                

                                    

                                                              

                                           
                                     

                                            



 

 

 

  

            

        

                                       

                                                  

                                              

                        

                   

                                           

                                        

              
                                

              



 

 

【Senior Managing Executive Officer IZAWA Kazumasa】 

The slide shows the industrial chain connected from left to right. 

Among all petrochemicals, PO is a core product. Among the domestic total 

plastic production of 8.4 million tons, the two products PE and PP account for 

46%. The production volume of these two products, just under 4 million tons, is 

further processed and supplied to various industries. We consider the 

applications shown in the photo on the right, such as automobile instrument 

panels and bumpers, lithium-ion battery materials for electronic devices, medical 

equipment, and high-performance packaging materials, to be areas where high 

functionality is required, and where differentiation from imported products can 

be achieved. PO is sometimes referred to as a commodity resin, but in addition to 

being an essential material in our daily lives, there are many areas where 

functionality is required, and therefore, we consider that there are business 

opportunities in such areas.  

The left side of the slide mentions raw materials, stating that about 5 million 

tons of ethylene and about 3 million tons of propylene come from crackers. 

For example, since just over 40% of the 5 million tons of ethylene is used for PE 

production, strengthening the PO business, including PE, will also lead to 

enhancing the competitiveness of the cracker. 

We have explained that in the restructuring strategy of B&GM, instead of 

following the traditional concept of complexes which focuses on how to utilize the 

            
                                    

 

   

   

   

   

     

     

     

     

     

               

        
    

         
    

  
    

  
    

              
             

        
   

   

                           

     

         

        

                

            

     

     

                 

             
         

      

    

    

    

    

    

    

    

    

    

    

             

                                                                                                                                                                                   

                           
                    

                 
                              
                                   
        

                 

          
                 
          

                  
             
                    
                  

       
           
                  
                 

               
                  

           
                       

            
                        
             

                  

       

                                                                                                  
                                                                                                       
                                                      

             

                                                   



fractions derived from cracker production capacity, we aim to optimize crackers 

capacity by working backward from required production capacity for strong 

derivatives that can remain competitive in the future. We ask for your 

understanding that PO serves as a core and critical product in driving this 

strategy forward. 

 

  



 

 

Looking at the trend of domestic production of PP / PE, they have been 

declining steadily since around 2007. We consider this is due to be a decrease in 

domestic demand caused by the downsizing and thinning of packaging 

containers, as well as the impact of inexpensive imported goods entering 

commodity domains. In response to this situation, domestic PO manufacturers 

have shifted their focus from pursuing volumes of commodity products to areas 

where functionality is required. 

As a result of restructuring and consolidation driven by the above-mentioned 

business environment, the number of companies has been consolidated from 15 

PE firms and 14 PP firms in 1994 to 9 PE firms and 4 PP firms currently. On the 

other hand, production capacity has only been reduced by about 10% for PE from 

3.55 million tons in 1994, while PP remains almost unchanged at 2.58 million 

tons today. 

Compared to other industries, such as oil refinery and blast furnace 

steelmakers, which are consolidated into a few companies, the restructuring and 

consolidation in this field has been delayed, and we recognize that PO 

manufacturers also need to take a more proactive approach to the issue of 

excess capacity. 

 

  

            
 

                    

                                    
                                      

                                      
                                  

                              
                                     

                               

                             

                 

                                  

                    

                                    

                    

                      

                             

                               

                                        

                           

                        

                

                                      
                                     

                              

                                         

                                 
                                   

                  

                    

                   

                             

                                      

                         

                                         

 

   

   

   

   

   

   

   

                            

 

 

 

 

 

 

 

                                     

              

             

              
               

  

    
    

      

    
    

     
    
   

    
     

    
       

     

                                               

                                        

                                   
                                       
                         

                                                                                    
                                                                                           
                                                                                            

              

             

                                              



 

 

The slide shows our estimates of domestic PO production capacity and domestic 

demand as of fiscal 2024, as well as the demand in 2050, considering changes 

such as population decline and improvements in recycling rates. 

For example, for PP, the domestic production volume is 1.93 million tons 

against a production capacity of 2.62 million tons as of fiscal year 2024, 

resulting in an excess capacity of about 0.7 million tons. 

According to our estimates, the demand in 2050 will decrease to 1.8 million 

tons, so we expect the excess capacity to exceed 1.0 million tons. Since we 

expect the production overcapacity to expand in the future, we believe it is 

necessary to proceed with production optimization. 

On the other hand, since PO is an essential material, there will still be a demand 

of just over 3 million tons even in 2050. To continue supplying this demand, we 

will consider various improvements such as enhancing functions, greening, and 

building new state-of-the-art plants to improve production efficiency and 

increase competitiveness. 

 

 

  

            
 

    

   

    

    

   

             

                            

             

      

        

                                                             

      

                        
                                

    

    

        

   

             

      

      

                          

    

    

    

   

   

             

      

      

                

        
    

        
           

            
    

        
            

    

                                   
                                      
               

                                                                                        
                                                                   

                                                                                              

        
        

        
      

        
         

    

                        
                                

        
        

        
      

        
         

    

                        
                                

        
        

        
      

        
         

    

                                   



 

 

Our PO business is primarily operated by Prime Polymer Co., Ltd. (PRM), a joint 

venture established in 2005 with Idemitsu Kosan. As a result of efforts to 

optimize production through the suspension of four plants between 2011 and 

2014 due to the 2008 global financial crisis, PRM alone has been able to secure 

operating profits. Furthermore, in response to the COVID-19 pandemic and 

capacity expansions mainly in China, one plant was shut down in 2022 to further 

optimize production. Since 2023, in addition to production optimization, we have 

also been working on price rationalization to respond to the recent increases in 

utility costs and fixed expenses. Starting this fiscal year, we plan to operate a 

plant producing high-performance polypropylene (PP) and begin supplying it, 

while simultaneously advancing further production optimization. 

However, since we believe that our current structure is still insufficient to 

respond to various changes in the business environment, we have begun 

considering this business integration. 

  

            
  

   

   

  

  

   

   

    

    

 

   

   

   

   

   

   

                                                              

     
         
          

            
     

            
                

     

     
         
          
         

      
            
            

                                         
                                           
                                            
                                                 

                                                   
                                          
                              

                                                 
                                
                          

          
                
             

                                                                              

                                                                                                          
                                                                                               

                                                                                                         
                                                                                                       

                                            
                          

                                            
                     

                                                                                                       



 

 

Currently, discussions are progressing among three companies, and while the 

final agreement is yet to be reached, we would like to explain the content of the 

PO business integration that is currently under consideration based on the 

provided materials. 

We are considering integrating Sumitomo Chemical's domestic PP business and 

domestic LLDPE business into PRM. Among Sumitomo Chemical's PO business, 

the domestic LDPE business, PO businesses in Singapore and Saudi Arabia, and 

the PP compound business in Europe and the United States are not subject to 

integration consideration. 

   As consideration for integrating Sumitomo Chemical's relevant business into 

PRM and Sumitomo Chemical acquiring shares of PRM, discussions are 

progressing on the assumption that the shareholding ratio will be 52% for our 

company, 28% for Idemitsu Kosan, and 20% for Sumitomo Chemical. 

With the integration, PRM is expected to have sales of approximately 390 

billion yen based on the fiscal year 2024 financial results. 

  

            
  

                               

                                              
                                                         
                                                      
                                         

              

                                                
                                               
                   

          
         

                        

                         
                                         

            
              

                                                   
                              

       

                                                        

                                              
                                              

          
        

                                
         
         

                                              

                                               
                                            

                                          
                     

        

                                         
                        

     

                                    

                         
                        

          
        

                 
        
         

                                                     
                                                     

                         
                                           
                                          

            

                                           
                                          

                                                              

                                                                              
                                                                                
                    



 

 

We aim to achieve synergy effects such as cost reductions of more than 8 

billion yen through the business integration. About half of that, approximately 4 

billion yen, is expected to come from optimizing production capacity by 

additionally shutting down the PE 1 line and PP 1 line. Furthermore, since both 

companies have many brands, we expect around 2 billion yen in effects from 

consolidation and rationalization of production. In addition, by slimming down 

the overlapping administration functions, an effect of about 2 billion yen is 

anticipated.  

In addition to these effects, discussions are progressing towards achieving 

synergy effects exceeding 8 billion yen through the accumulation of additional 

items. We believe that such cost improvements are important for the PO 

business to enhance competitiveness at the border against inexpensive imports 

from overseas. 

As shown in the graph on the right side of the slide, we aim not only to improve 

profitability by adding integration synergies to the combined profits of PRM and 

Sumitomo Chemical but also to enhance capital efficiency through initiatives 

such as optimizing production capacity and reducing inventory. The business 

integration we are currently considering is not aimed at increasing volume, but 

rather at creating a strong business structure with high capital efficiency. By 

realizing the future vision including integration synergies, we aim to improve 

ROIC by approximately 2 percentage points in terms of capital efficiency. 

            
  

    

    

 

   

   

   

   

   

   

                                                               

                                                                      

                 

        
       

     

      

                                
                                
                      
                        

      
                                
                        

                                                

                         

                                                       

                                                                                                  
                                                                                              
                                                                                               
                                                            

                                         
                                              

                                
                              
                                     
                     

                                         
         
                                 
                          

                   
             

                                             
                                             
                                      
               

                                                   
                                                 
                       

                   
                    

                                            
      
      



 

 

   This business integration will accelerate the green transformation needed 

going forward. 

As stated on the left side of the slide, Idemitsu Kosan is beginning advanced 

initiatives such as producing chemical recycled naphtha from plastic pyrolysis 

facilities and bio-based naphtha from SAF manufacturing facilities. Both 

Sumitomo Chemical and our company have started using imported bio-based 

naphtha and chemical recycled naphtha. 

In the Keiyo area, optimization of crackers is also being considered, so in the 

future, the three companies that will be shareholders of PRM are expected to 

supply green raw materials from competitive crackers and provide customers with 

products that add value such as green or recycled to the high-performance 

polyolefins that PRM possesses. 

   PRM has already been promoting green and recycling initiatives under brands 

such as Prasus🄬 and Re’PRM®, and since Sumitomo Chemical is also actively 

developing with its Meguri® brand, we consider that further expansion can be 

accelerated by integrating these technologies as well as unifying sales and 

distribution channels. 

 

  

            
  

        
                                 

                          

                         
                  

                
                           
                          

        
                              

           
                  

       
   

              
         

            
             

                          

                               

                                   
                                     
                    

                                                                                                     
                                                                                                       

                                                                                

                            
                             

         

           
             
            

                                 
                

                                         
                            

                                                
                                      

                               

                                  
                      

                                                       
                                                        



 

 

The B&GM segment recorded a core operating loss exceeding 10 billion yen in 

fiscal 2024 due to the impact of the Osaka ethylene plant failure. 

Since then, in addition to elimination of the negative impact of the plant failure 

above-mentioned, we have been improving profitability through business 

structure improvements such as expanding sales, price optimization, cost 

reduction, and the transfer of equity interest in Shanghai Sinopec Mitsui 

Chemicals, Co., Ltd., and we consider that the current underlying profitability of 

B&GM has reached a scale of around 10 billion yen in core operating profit. 

 

  

            
  

        

  

  

    

   

    

  

     

                   
                  
             

                      
                        
             
                          
                              
           
              
                            

                
                           
                             
                      
                 

   

  

                               
                  

                                                                                          
                                                                                                  
                                                                                               

                             

                       
                             

                       
                  

             

          
              
       

             

            
             
             

    

          
             

                               
                                  

     

   

  

                 

                                                 



 

We will continue to improve profitability through the second phase of 

reconstruction and bolstering downstream business. 

Regarding crackers, we will optimize production at both the East and West sites 

to enhance cost competitiveness. 

Regarding PH, we have decided to transfer of equity method in China (Shanghai 

Sinopec Mitsui Chemicals, Co., Ltd.). Furthermore, domestically, we have decided 

to bring forward the shutdown of the Ichihara plant, one of the two plants, and 

through production optimization resulting from this, we will enhance our cost 

competitiveness. 

  Regarding PTA・PET, we have already suspended our domestic facilities. 

   Regarding polyurethane, while implementing TDI downsizing in Omuta, we have 

also started considering next production increase of high-performance MDI 

through debottlenecking in South Korea. 

   Regarding polyolefins, we will create a strong, high-performance PO 

(polyolefin) business with high capital efficiency by advancing optimization 

through the business integration announced today, in addition to the previously 

promoted high-performance PP's B&S.  

  In addition to the current underlying profitability of around 10 billion yen in 

operating income before special items, by further accumulating initiatives such 

as the second phase of restructuring and bolstering downstream business, we 

aim for 36 billion yen in operating income before special items, along with an 

ROIC level of 6.5% in 2030. 

            
  

         
             

         
                             
                            

                   

                  

   

                                                       
                                                
                                            
                               

                            

                                        
                                               
                     

                        
        

  

                                                     
               
                  

       

                                 
                                                
                                       

                  
                     
           
                    

             

                                    
                                        
                                

                                 

                        
                
                    

           
       

           
       

         

  

                                          
                                             
                                            
                                      
               

  

  

  

  

  

 

                    
                      

                            
                           

                                                                                                
                                                                                 

                                                                        

                        
               

         
         

           
           
          
        

             

         
         

    
    
    

      
           
           
          

                 
             

  

                    
                      

              
                   

            

                  
                 

              
         

                 

                 

                                                 

                 



 

  

                               

                                                    



 

                          

                                                                                                                                 
                                                                                      

                                                                                                                                    
                                                                                                                                         
                                                                                                                              

                                                                                                                                  
                                                                                                          

                                                                                                                              
                                                                        

                                                                                                                                   
                                                                                                                                   
                                                                                                                                    
                                                        

                               


