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Presentation 

 

Moderator: Hello everyone. We will now begin the IR meeting of TOCALO Co., Ltd. This briefing will be held 
in a hybrid format, with a live webcast in addition to the on-site event. First of all, I would like to introduce 
today’s attendees. Mr. Kazuya Kobayashi, Representative Director, President and Executive Officer. 

Kobayashi: I am Kobayashi. Thank you. 

Moderator: Next is Mr. Hiroshi Goto, Director, Managing Executive Officer, General Manager of 
Administration. 

Goto: I am Goto. Thank you. 

Moderator: Mr. Kenji Hosomi, Accounting Division Manager. 

Hosomi: I am Hosomi. Thank you. 

Moderator: Mr. Hiroshi Shimizu, Corporate Planning Division Manager. 

Shimizu: I am Shimizu. Thank you. 

Moderator: Today, President Kobayashi will speak, and after his explanation, we will first take questions from 
the audience. Once we have completed this round, we will continue to take questions from those who are 
participating online. Mr. Kobayashi, please. 

Kobayashi: Hello. I am President Kobayashi. Thank you very much for taking the time today to participate in 
the financial results briefing of TOCALO. It appears that nearly 100 people have attended today's event, both 
real and live. Thank you. 
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These are the four items I will explain today. 
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First, I will provide an overview of the financial results for Q2 of the fiscal year ending March 31, 2025. The 
graph above compares semiannual results with the previous four quarters. On the left are net sales and 
operating margin, and on the right are recurring profit and recurring profit margin. 
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The H1 results for the current fiscal year were net sales of JPY25.8 billion, operating income of JPY5.3 billion, 
and ordinary income of JPY5.5 billion. Net sales reached a record high on a half-year basis due to strong sales 
in the semiconductor field. Ordinary income also exceeded the initial forecast, increasing 8.9% over H2 of the 
previous year. 

Sales in H1 were up 12.6% from the same period of the previous year, although production capacity is being 
raised in stages toward H2 in response to increased orders in the semiconductor field. Ordinary income 
increased 20.3% YoY, mainly due to increased sales in the highly profitable semiconductor field. 
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Thermal spray processing, non-consolidated, the largest segment, performed well in all areas, increasing 
15.4% YoY. In other surface treatment processing, sales decreased due to inventory adjustments by customers 
for agricultural machinery parts. Overseas subsidiaries performed well, especially in the semiconductor-
related sector, with a 13.7% increase over the same period last year. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
7 

 

 

This is an analysis of YoY changes in ordinary income. Ordinary income for H1 of the current fiscal year was 
JPY5.52 billion, an increase of JPY930 million YoY, mainly due to positive factors such as increased sales and 
changes in the sales mix. Negative factors included increased personnel costs. As for the foreign exchange 
impact, the yen's depreciation boosted profits by JPY75 million less than in the same period of the previous 
year. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
8 

 

 

This is a comparison of sales profit by segment with the same period of the previous year. Thermal spray 
processing, non-consolidated, recorded increases in both sales and income due to strong sales in the 
semiconductor and FPD fields, as well as in the industrial machinery, steel, and other fields. Domestic 
subsidiaries posted declines in both sales and earnings due to sluggish orders for cutting tools-related 
products, reflecting the impact of stagnant automobile production. 
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Overseas subsidiaries posted increases in both sales and income due to sales growth mainly in semiconductor-
related products, as well as the impact of the yen's depreciation. In other surface treatment processing, sales 
and profits declined due to a decrease in orders for agricultural machinery parts as a result of customers' 
inventory adjustments. 
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The following table lists YoY comparisons of net sales and income for each segment. The segments showed a 
clear divide between success and failure. Thermal spray processing, non-consolidated and overseas 
subsidiaries reported a significant increase in profits due to sales growth mainly in the semiconductor-related 
sector. Domestic subsidiaries and other surface finishing operations each saw a decline in orders for core 
products, resulting in lower profit margins. 
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This is the financial position at the end of Q2. Total assets amounted to JPY77.6 billion, shareholders' equity 
was JPY58 billion, and the equity ratio rose 3.6% from the end of the previous period to 74.8%, reflecting the 
accumulation of retained earnings. Interest-bearing debt decreased by JPY0.4 billion from the end of the 
previous period to JPY4.5 billion due to no new borrowings. 
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Next is the cash flow situation in H1. Operating cash flow was positive JPY2.7 billion, investing cash flow was 
negative JPY3.4 billion, and free cash flow was negative JPY0.7 billion. This was due to the shortening of 
payment sites to suppliers, which resulted in a cash outflow of approximately JPY3 billion, as well as aggressive 
capital expenditures and acquisitions. 

Financing cash flow was negative JPY2.5 billion, mainly due to dividends and repayment of borrowings. As a 
result, the cash balance at the end of Q2 of the current fiscal year was JPY16.5 billion. 
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I would like to explain our consolidated business forecast for the fiscal year ending March 31, 2025. We have 
revised our full-year forecasts upward because the H1 results exceeded our previous forecasts and we expect 
orders to remain strong in H2, particularly for semiconductor-related products. For the full year, we aim for 
net sales of JPY53 billion and ordinary income of JPY11.5 billion. 
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These are our full-year forecasts for net income attributable to shareholders of the parent company and ROE. 
Net income is expected to be JPY7.5 billion and ROE to rise to 13%. 
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This is a detailed statement of changes in the revised forecast compared to the forecast announced in May. 
Sales were revised upward by JPY2 billion. The main breakdown of the increase is approximately JPY0.8 billion 
in the semiconductor and FPD fields and approximately JPY1.2 billion in overseas subsidiaries. Operating 
income and ordinary income both increased by JPY1 billion. Net income for the period is assumed to be 
positive JPY6. 
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This is the comparison table with the previous year's results. The sales forecast is an increase of JPY6.2 billion 
from the previous year's actual results, which mainly consists of JPY4.2 billion in semiconductors and FPDs 
and an additional JPY1.7 billion from overseas subsidiaries. The ordinary income forecast is JPY11.5 billion, an 
increase of JPY1.8 billion YoY with a profit margin of 21.7%. 
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This is the percentage of progress of the H1 results against the full-year forecast. The H1 progress rate for net 
sales and ordinary income is 48.8% and 48%, respectively, both of which are expected to grow further in H2. 
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The graph compares H2 forecast with the previous five quarters. On the left are net sales and operating margin, 
and on the right are recurring profit and recurring profit margin. We have raised our H2 forecasts for net sales 
and ordinary income, as we expect to receive even stronger orders in H2 of the fiscal year, particularly for 
semiconductor-related products. 

Ordinary income for H2 of the fiscal year is expected to approach JPY6 billion for H1 of the fiscal year ended 
March 31, 2023, which was a record high on a semi-annual basis. 
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Sales trends in the semiconductor and FPD fields. The forecast for the current period is JPY23.7 billion, of 
which JPY22.2 billion is for semiconductors and JPY1.5 billion is for FPDs. Against this full-year forecast, actual 
sales for H1 were JPY11.3 billion, 47.9% of the full-year forecast. Orders received, which are a leading indicator 
of sales, grew to JPY12.6 billion in H1. 
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Sales trends outside the semiconductor and FPD fields. The forecast for the current period is JPY29 billion, an 
increase of 7.5% from JPY27 billion in the previous period. The actual results for H1 were JPY14.3 billion, 49.5% 
of the full-year forecast. We expect the subsidiary to grow significantly, especially in the semiconductor-
related sector. 
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Capital expenditures and depreciation. The forecast for the current period remains unchanged from the plan 
at the beginning of the period, with capital expenditures of JPY6.4 billion and depreciation of JPY3.2 billion. 
Capital expenditures for H1 were JPY2.3 billion compared to the full-year forecast of JPY.4 billion, a progress 
rate of 36.7%. 
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Research and development expenses. Research and development expenses for the current fiscal year are 
expected to be JPY1.55 billion, or 2.9% of net sales. The actual results for H1 of the fiscal year were JPY775 
million, 50% of the full-year forecast. 
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Dividend amount and dividend payout ratio. In line with the revision of the earnings forecast, the interim 
dividend for the current fiscal year has been increased by JPY2 from the previous forecast to JPY30, and the 
year-end dividend forecast has been increased by JPY3 to JPY33. The annual dividend is expected to be JPY63 
per share, an increase of JPY5 from the previous forecast. The dividend payout ratio will be 49.9%. 
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ROE and dividend on equity ratio DOE. ROE is expected to improve to 13% and the ratio of dividends to net 
assets to total assets to 6.5% during the current fiscal year. 
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I will then explain the progress of the medium-term management plan. The current fiscal year is the fourth 
year of the five-year plan. First, in terms of sales, we expect to achieve the sales target of JPY53 billion in the 
current fiscal year, one year ahead of the target of the medium-term management plan. 
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Regarding the progress of ordinary income, the forecast for the current period is JPY11.5 billion, which is 
recovering to the planned level. We are now within range of achieving the ordinary income target of JPY12 
billion in the medium-term management plan for the next fiscal year. 
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Finally, we would like to highlight three topics for the interim period. The first topic is the conversion of the 
Thai joint venture into a wholly owned subsidiary. In October 2012, NEIS & TOCALO (Thailand) was established 
as a joint venture with Neis and a company engaged in welding business to conduct thermal spray processing 
and welding business in Thailand. In June this year, the company became a wholly owned subsidiary of the 
NEIS Group by acquiring an additional 51% of its shares. Since then, the company has changed its name, 
increased its capital by JPY300 million, and is currently constructing a new plant. The new plant is scheduled 
to begin operations in February 2026. 
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As for the second topic, in August 2024, we acquired all shares of TERADA KOSAKUSHO, a company engaged 
in the machining business with annual sales of approximately JPY400 million and made it a subsidiary. TERADA 
KOSAKUSHO possesses superior machining technology capable of manufacturing precision parts using a wide 
variety of materials, and we believe that combining this with our surface modification technology will further 
enhance the value we provide to our customers. 

We are planning to start exchanges of human resources, technical cooperation, machining before and after 
thermal spraying, etc., and also to consider the production of materials. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
29 

 

 

As the third topic, our first integrated report was issued on October 31. We strengthen and utilize non-
financial capital such as human resources, intellectual property, manufacturing facilities, and environmental 
responsiveness to create better products and services. 

Through this process, we aim to achieve sustainable growth and contribute to a prosperous future for people 
and nature, and we have posted the status of our efforts. We would like to take your feedback into 
consideration in order to further improve the content. Please give us your unreserved opinion. 

That's all from me. Thank you for your attention. 
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Question & Answer 

 

Moderator [M]: Thank you very much for your explanation, Mr. Kobayashi. We will begin by taking questions 
from the audience. If you are attending online, please use the Q&A function at the bottom of the screen to 
send us your questions during the Q&A session at the venue. 

The IR meeting will be transcribed and published in its entirety, including the Q&A portion. If you give your 
company name and name when you ask a question, it will be made public as it is. If anyone in the audience 
has any questions, please raise your hand. We will bring a microphone. Are there any questions? 

Participant [Q]: Thank you for your explanation. As far as M&A is concerned, in the immediate future, I think 
you will basically concentrate your management efforts on the establishment of a new joint venture company 
between TOCALO Surface Technology and TERADA KOSAKUSHO in Thailand, PMI, integration, and exchange 
of human resources. Is it correct to understand that you are not considering any new M&As? Thank you. 

Company Representative [A]: Thank you. This time, as a topic, we discussed our joint venture in Thailand and 
the collaboration with TERADA KOSAKUSHO. From our company's perspective, we are placing great 
importance on the product lines of our long-standing customers and are focusing on the construction of new 
factories. As mentioned earlier, we are making significant investments in the expansion of the semiconductor 
industry. 

Therefore, while I have highlighted those topics this time, it’s not that we are focusing all our energy on them. 
The main priority remains on nurturing the growing businesses and figuring out how to increase domestic 
production, which continues to be our primary focus. 

Participant [M]: I understand. Thank you. 

Moderator [M]: How about the others then? 

Participant [Q]: Thank you for your explanation. In your earlier explanation of the progress toward the mid-
term plan, you mentioned that net sales for the current fiscal year were achieved almost a year ahead of 
schedule, and that profits have also made considerable progress. Given this, is there a possibility that the 
target figures for the medium-term plan may be revised upward for the next fiscal year? 

Company Representative [A]: The next fiscal year will be the final year for us to review our mid-term 
management plan, and we will probably have a great deal of discussion about the next fiscal year, so we would 
like to discuss next fiscal year whether to raise the figures in the next mid-term management plan or review 
the current mid-term management plan. 

Participant [M]: I understand. Thank you. 

Takeshita [Q]: Thank you for your detailed explanation. My name is Takeshita from NEC Capital and I am 
participating for the first time. Thank you. I would like to ask you two questions. I believe that your recent 
business performance has been growing very steadily, and although data is not disclosed here, is the situation 
with orders also favorable? In this area, I would like to know the status of orders received, even if it is the 
president's personal opinion, in terms of the outlook for the next fiscal year and beyond. This is my first 
question. 

Secondly, I would like to know about your overseas business, both domestic and overseas, and in which area 
you feel strong growth. My question may be a bit pointless, but on page 10, there is information on thermal 
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spray processing, domestic subsidiaries, and overseas subsidiaries, and I was wondering if the thermal spray 
processing, non-consolidated, has two sales, one overseas and one in Japan. I would like to know what kind 
of growth you expect for domestic and overseas sales. Thank you. 

Company Representative [A]: First of all, regarding the order situation, I can't say too clearly because we have 
our own customers, but the outlook for some industries, such as the steel industry, is uncertain, but at this 
point, the semiconductor industry is on a steady rise, and it will continue to rise and rise and rise. We have 
also been talking about ensuring that we have sufficient production capacity. There are trends that will 
continue to evolve not only this year and next year, but also toward 2030. 

Also, we have information that the aircraft industry is gradually expanding, although not by a large weight. I 
am not too worried about being held back now, this year, or next year. However, how to increase domestic 
semiconductor manufacturing capacity is now our theme. We are in the process of deciding that we need to 
make various investments to overcome these challenges. 

Also, our overseas subsidiaries are currently growing at a significant rate, and we are seeing an increase in 
orders and production, mainly in the semiconductor business, at our overseas bases. Indeed, there are some 
uncertainties overseas, especially with the relationship between China and the United States. While there are 
concerns about how much production should be based in China, there are still some uncertainties. However, 
when we look at the trends in the semiconductor industry so far, and the growth projections we are hearing 
from equipment manufacturers about the future of the semiconductor industry, it is clear that, as you know, 
the number of fabs is expected to double by 2030. 

Already in Japan, TSMC, Rapidus, KIOXIA, and others are already creating quite a few fabs at their production 
plants in Japan, but there is an expectation that a large number of fabs will be created at overseas locations 
as well. From that number, I understand that it may stagnate now, maybe stop for a bit at this point, or various 
other things, but if this fab is really going to achieve by 2030, that strong demand is going to continue. Our 
overseas subsidiaries now account for about 20% of our total sales, and we hope to expand this even further 
in the future. That’s all from me. 

Takeshita [M]: Thank you very much. 

Moderator [M]: Does anyone have any other questions? We have received questions online. We have three 
items coming from one person, please respond one at a time. 

Participant [Q]: The long-term growth of the semiconductor industry seems certain, but recently in President 
Kobayashi's meetings with customers, for example Tokyo Electron, do you feel that there has been a change, 
a slight toning down compared to six months ago or something like that? Please let me know this point. 

Company Representative [A]: Yes. At present, the enthusiasm of manufacturers, or rather their forecasts, are 
expected to grow stronger toward 2030, as our sales staff and other senior management understand. 

Participant [Q]: Thank you very much. Secondly, is there any need to expand your factory to the US. or other 
countries? This is a question in relation to President Trump. 

Company Representative [A]: We have one base in the US called TOCALO USA. Furthermore, at this point, 
the current base has not yet become independent enough to generate profits on its own. However, with 
TSMC's investments in the US and other factors requiring business expansion, we are now at a stage where 
we are considering whether TOCALO should establish a base in the US. I hope to have something to report 
around next year or the year after. 
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Participant [Q]: Thank you very much. This the third and final question. Do you expect thermal spray 
processing for the steel and pairing industries to increase in the next fiscal year and beyond? 

Company Representative [A]: It is in the general industry sector, but that is how we categorize it. The steel 
industry might be a bit challenging, but since we are not offering just one product to our customers, we are 
expanding our product range and adding more value to provide something different from what we have 
offered so far. Overall, we are aiming for growth. Our sales and manufacturing teams are working hard at this. 
While the field may be somewhat challenging, TOCALO is seriously committed to this and aims to target 
expansion. 

The value of bearings is gradually being recognized, and there was some talk of overseas expansion, but now 
we are seeing a renewed appreciation of the high technology of Japanese bearings. In that regard, while I 
wouldn't say forever, I believe that over the next three to five years, we will continue to expand, and that is 
what I have heard as well. 

Moderator [M]: Thank you very much. There being no further questions, this concludes the IR meeting of 
TOCALO. 

Kobayashi [M]: Thank you very much. Thank you again to the audience for coming. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
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offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 
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TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 
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