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Presentation 

 

Moderator: Thank you for your patience. The time has arrived and we will now begin the financial results 
briefing for TOCALO Co., Ltd. This information session will be held in a hybrid format with a live-streaming 
online format in addition to the on-site session. 

To begin, I would like to introduce the four people from the Company. First, Mr. Kazuya Kobayashi, 
Representative Director, President, and CEO. 

Kobayashi: My name is Kobayashi. Thank you. 

Moderator: Thank you. Next is Mr. Hiroshi Goto, Senior Managing Executive Officer, Director, General 
Manager of Administrative, Headquarters Goto: Thank you. 

Moderator: Thank you. Next is Mr. Katsunori Nakai, Executive Officer, General Manager, Corporate Planning 
Division. 

Nakai: This is Nakai. Thank you. 

Moderator: Next is Ms. Aya Masago, Manager, Corporate Planning Division, Administrative Headquarters. 

Masago: I am Masago. Thank you. 

Moderator: Thank you. After the explanation from CEO Kobayashi, we will have a question-and-answer 
session at the venue. We will continue to take questions from those who are participating online this time. 

If you have any questions, please use the Q&A function after entering your company name and name. 
Questions are welcome during the presentation. CEO Kobayashi, please begin. 

Kobayashi: Hello, everyone. I am CEO Kobayashi. Thank you very much for taking the time to attend our 
briefing today despite your busy schedule. 
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Please begin. These are the three things I will explain today. After the presentation of financial results, I will 
explain the new medium-term management plan. 
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First, I would like to present our consolidated financial results for the fiscal year ended March 31, 2026. 

For the fiscal year ended March 31, 2026, the Company reported net sales of JPY58.4 billion, ordinary profit 
of JPY14.7 billion, and ordinary profit margin of 25.2%, both sales and ordinary profit exceeding the initial plan 
and reaching record highs. 
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Net income attributable to owners of the parent company was JPY10 billion, up 25% from the previous year, 
and ROE was 15.8%, achieving the target of 15%. 
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We would like to present for your reference a table of sales profit in comparison with the previous year. 
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I will explain the financial results by business segment. In the largest segment, thermal spray processing, non-
consolidated, the industrial machinery field performed well, but the semiconductor and FPD fields, the 
mainstay of the business, were on a leveling off, and although the business picked up in Q4, it only rose slightly. 
In addition, sales of surface treatment processing decreased due to the impact of continued inventory 
adjustments in the agricultural machinery sector. Meanwhile, overseas subsidiaries performed well, growing 
31.7% YoY. 
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This is an analysis of the change in ordinary profit from the previous year. Ordinary profit for the fiscal year 
ended March 31, 2026, was JPY14,745 million, an increase of JPY2,186 million from the previous year. 

The main reasons for the increase are higher sales and lower variable ratios. On the other hand, the main 
factors of decrease were an increase in depreciation and amortization due to aggressive capital investment 
and an increase in personnel expenses. The Company amortizes actuarial gains and losses in a lump sum. 
Excluding this effect, the personnel cost portion increased by JPY1,164 million. 
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Effective from the current fiscal year, ordinary profit on an actual basis excluding actuarial gains and losses 
and subsidy income is disclosed. The Company's ordinary profit based on actual performance will be JPY13.6 
billion. 
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Here is a comparison of segment-level operating profit with the previous period. Although thermal spraying, 
as a non-consolidated business, saw growth stall in the semiconductor and FPD fields, the industrial machinery 
field performed well, resulting in an increase in revenue. On the other hand, profits also decreased due to 
higher personnel and depreciation costs. As for domestic subsidiaries, although cutting tools of Japan Coating 
Center are on the road to recovery, sales and profits increased and declined due to sluggish orders at Terada 
KOSAKUSHO. 



 
 

 

 
       

    
11 

 

 

Overseas subsidiaries posted increases in both sales and profit due to continued strong sales in the 
semiconductor and steel-related fields. In addition, the surface modification business saw a decline in both 
revenue and profit due to the ongoing impact of inventory adjustments for agricultural machinery 
components. 
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We would like to present for your reference a table of sales profit in comparison with the previous year. 
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The financial position at the end of the fiscal year ended March 31, 2026. Total assets increased JPY7.6 billion 
from the end of the previous year due to an increase in tangible fixed assets. The equity ratio rose by 0.6 
percentage points compared with the end of the previous year, reaching 74.8%. Interest-bearing debt 
increased JPY3.5 billion from the end of the previous year to JPY7.3 billion due to an increase in new loans. 
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Here is a cash flows for the year ended March 31, 2026. Operating cash flow was positive JPY7.7 billion and 
investing cash flow was negative JPY9.9 billion, resulting in negative free cash flow of JPY2.2 billion. Financing 
cash flow was negative JPY1.1 billion due to an increase in borrowings, despite an increase in dividend 
payments. As a result, the cash balance for the fiscal year was JPY14.4 billion, a decrease of JPY3.1 billion from 
the end of the previous period. 

Next, I would like to explain our earnings forecast for FYE 3/2027. 
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For the fiscal year ending March 31, 2027, we forecast sales of JPY65 billion, ordinary profit of JPY15 billion, 
and ordinary profit margin of 23.1%. Sales are expected to reach a record high, driven by the semiconductor 
field. Ordinary profit is also expected to reach a record high due to the increase in revenue. 
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Net income attributable to shareholders of the parent company is expected to increase 1.7% from the 
previous year to JPY10.2 billion. ROE is expected to be 14.8%, slightly below the target of 15%. 
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Next, I would like to explain our consolidated earnings forecast for FYE 3/2027. Net sales forecast is JPY65 
billion, an increase of JPY6.5 billion from the previous year. The main factor was a JPY6.1 billion increase in 
sales in the semiconductor and FPD fields. Semiconductors and FPDs account for 47.7% of sales. We forecast 
ordinary profit to be JPY15 billion, an increase of JPY200 million compared with the previous year. On an actual 
basis, ordinary profit is expected to increase by JPY1.4 billion compared to the previous year's JPY13.6 billion. 
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This is an analysis of the change in ordinary profit from the previous year. The main positive factor is the 
increase in sales. Negative factors include a JPY1,603 million increase in personnel expenses due to an increase 
in personnel in response to higher wages and production and an increase in depreciation due to aggressive 
capital investment. The increase in personnel expenses is JPY941 million, excluding JPY662 million in actuarial 
gains and losses incurred in the previous year. 
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Sales trends in the semiconductor and FPD fields. The forecast for the fiscal year ending March 31, 2027, is 
JPY31 billion. Of this amount, JPY28.7 billion is for semiconductors and JPY2.2 billion is for FPDs. We expect 
the semiconductor market to remain strong this fiscal year with continued prominent levels of demand. 
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Sales trends in the semiconductor and FPD fields. The forecast for the fiscal year ending March 31, 2027, is 
JPY33.8 billion, a slight increase of 0.9% from the previous year's JPY33.5 billion. The overseas subsidiary-
related business, which supported growth in the previous fiscal year, has calmed down a bit this fiscal year, 
and the plan is on par with last year's level. The industrial parts field, the steel & iron field, and subsidiaries 
are expected to perform well. As for other surface finishing, we expect a recovery trend due to the recovery 
of orders for agricultural machinery. 
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Here is a trend of capital investment and depreciation. For the fiscal year ending March 31, 2027, we expect 
capital investment of JPY10 billion and depreciation of JPY4 billion. 

On a non-consolidated basis, TOCALO Co., Ltd. plans to construct new buildings and install production facilities 
at its Tokyo and Kitakyushu plants and expand its research facilities, totaling JPY8 billion. For domestic 
subsidiaries, a total of JPY700 million is planned for the construction of a new building at Terada KOSAKUSHO 
and the expansion of production capacity at Japan Coating Center. In addition, the Company's overseas 
subsidiaries plan to make capital investments totaling JPY1.3 billion, including the construction of a new plant 
at TCA-Arizona. 
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Research and development expenses. For the fiscal year ending March 31, 2027, we expect R&D expenses to 
be JPY1.9 billion or 3% of sales. 
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Dividend amount and dividend payout ratio. For the fiscal year ended March 31, 2026, the year-end dividend 
will be increased by JPY15 from the latest forecast, bringing the annual dividend to JPY85 per share. The 
annual dividend for the fiscal year ending March 31, 2027, is expected to be JPY86 per share. 
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ROE and DOE. For the fiscal year ending March 31, 2027, ROE and DOE are expected to be around 14.8% and 
7.4%, respectively. 

That concludes our presentation on the financial results for the year ended March 2026. 

After this, I will explain the new medium-term management plan announced at the same time as the financial 
results. Please note that due to time constraints, I will limit my explanation to important pages and use 
narration. 

In the new medium-term management plan that we announced, we set our new mission as to continue to be 
a company that is trusted by all stakeholders. 

Going forward, we intend to place this word trust at the center of our management, which will lead the 
TOCALO Group, as we collaborate with our stakeholders to achieve the goals of the new mid-term 
management plan. 

I will now begin to explain the new medium-term plan, TOCALO 2030. After the explanation, we will be happy 
to answer any questions you may have. 

[Video Begins] 

Kobayashi: Next, I would like to explain the new medium-term management plan announced on May 11, 2026. 
With the completion of the previous medium-term management plan period in the fiscal year ended March 
31, 2026, we have formulated a new Five-Year Medium-Term Management Plan, TOCALO 2030, with the fiscal 
year ending March 31, 2027, as the first year, aiming for further growth and rapid progress. The new medium-



 
 

 

 
       

    
25 

 

term management plan TOCALO 2030 consists of six chapters. Today, I would like to focus on the most 
important points of the previous medium-term management plan, the basic policies of the new medium-term 
management plan TOCALO 2030, and growth strategies to achieve the goals of the plan. 

 

First, I would like to introduce a message from me, Kobayashi, on the formulation of our new medium-term 
management plan, TOCALO 2030. 

In the new medium-term management plan that we formulated, we set our new mission as to continue to be 
a company that is trusted by all stakeholders. Under this mission, we will collaborate with all employees to 
ensure that we do not betray the expectations of all concerned parties in any business environment. 

Under TOCALO 2030, the following four points will be promoted as important projects, not as an extension of 
the past, but to achieve further progress. 

The first is to expand businesses such as semiconductors and FPDs through bold investment of management 
resources. The second is to strengthen our technology development system, which is the source of our 
competitiveness, and to upgrade our manufacturing and quality control systems. The third is expansion into 
global markets, including the development of new markets. The fourth is to strengthen the management 
foundation for sustainable growth. This includes human resource development, sustainability, supply chain, 
financial infrastructure, and governance. 

By implementing these measures, we intend to ensure the Company's growth and fulfill our social 
responsibility. Please look forward to the new five years of TOCALO. 
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Next is an overview of TOCALO. Many of you may already know this, but I will briefly explain. Our management 
philosophy, vision, and mission. In the new medium-term management plan that we announced, we set our 
new mission as to continue to be a company that is trusted by all stakeholders. 

 

Next is an overview of the Company. We operate as a surface modification company with a focus on thermal 
spraying. The Company has consolidated sales of JPY58.4 billion and approximately 1,500 employees. 
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The main offices in Japan are shown below. 

 

The Group companies are as follows. 
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Our history and performance. The Company grew in the steel & iron field until the 1980s and entered the 
semiconductor and FPD fields in earnest around 2000. We have expanded our business performance mainly 
due to the expansion of the semiconductor and FPD markets and the growth of our subsidiaries. 

We will now review the previous Five-Year Medium-Term Management Plan, TOCALO 2025, which covered 
the period from the fiscal year ended March 31, 2022, to the fiscal year ended March 31, 2026. 
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This is a summary of the previous medium-term management plan, TOCALO 2025. In the previous medium-
term management plan, we achieved net sales of JPY53 billion and ordinary profit of JPY12 billion one year 
ahead of schedule. 

Results for the fiscal year ended March 31, 2026, the final year of the plan, also exceeded the plan, with net 
sales of JPY58.4 billion and ordinary profit of JPY14.7 billion. The semiconductor and FPD fields fell slightly 
short of the mid-range plan of JPY26 billion by JPY24.8 billion due to a temporary adjustment phase, while the 
steel, industrial machinery, and subsidiary businesses grew significantly by JPY33.6 billion compared to the 
plan of JPY27 billion. 

 

The next slide summarizes the achievements and challenges of the previous medium-term management plan, 
TOCALO 2025. First, in terms of results, we achieved our performance targets for both net sales and ordinary 
profit and made progress in strengthening our ability to respond to growth areas such as industrial machinery, 
environment/energy, and aerospace-related fields, while the performance of our subsidiaries also expanded 
steadily. 

We also made steady progress on the sustainability front by acquiring ISO 45001 certification at all of our 
business locations, strengthening our business foundation for production, and achieving our GHG emissions 
reduction targets. In terms of profitability, we maintained an ordinary profit margin of over 20% and achieved 
our final year ROE target of 15.8%. 

On the other hand, as for the challenges, we will steadily capture the market growth toward 2030 while 
working to shift to a profitable structure in the semiconductor and FPD fields. We also recognize that 
strengthening our global risk management system to respond to the global expansion of our customers and 
systematically developing our overseas human resources are important themes in the new medium-term 
business plan. 

We will now explain the basic policies of our new medium-term management plan, TOCALO 2030. 
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First, we summarize the external environment surrounding our company. Three megatrends are interacting 
with each other: changes in social conditions, growing demands for sustainability, and structural changes in 
technology and society. 
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Next, please refer to this page and the next page for a summary of the outlook for the semiconductor market 
and trends in the environment/energy and aircraft industries as representative of our growth potential in this 
external environment. 

 

We will now explain the basic policies of our new medium-term management plan, TOCALO 2030. The vision 
continues from the previous medium-term plan: Contribute to a prosperous future for people and nature. In 
the new medium-term management plan that we announced, we set our new mission as to continue to be a 
company that is trusted by all stakeholders. We then selected six elements to deepen this trust: safety, 



 
 

 

 
       

    
32 

 

technology, good service, manufacturing and quality, the environment and social contribution, and human 
resources. 

The diagram illustrates how we aim to build stronger trust by addressing each of these points with sincerity. 
These six elements will be the central themes that make up our materiality and KPIs in the future. 

 

The management targets for the fiscal year ending March 31, 2031, the final year of TOCALO 2030, are net 
sales of JPY90 billion and ordinary profit of JPY20 billion. Regarding capital efficiency, we will maintain the 
stable level of ROE of 15% achieved in the previous mid-term plan, and we have set a new indicator of ROIC 
of 13%. 

The sales targets by segment are JPY45 billion for the semiconductor and FPD fields, JPY26 billion for the 
general industrial field, and JPY19 billion for the subsidiaries. In addition, we will continue to maintain a 
dividend payout ratio of approximately 50% and a DOE of at least 5%. To achieve these goals, we will work 
together as a group and make the next five years a time of great progress. 
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This is the road map to achieve JPY90 billion in sales. We aim to accumulate plus JPY20.2 billion in 
semiconductors and FPDs, plus JPY7.5 billion in general industries, and plus JPY3.9 billion in subsidiaries. The 
target for a real increase in ordinary profit is JPY6.4 billion. 

 

Next, I will explain our growth strategy to achieve our business goals. 

I will explain the three pillars for achieving consolidated net sales of JPY90 billion. The first pillar is the 
deepening the core business. The second pillar is the expansion of strategic business domains. The third is to 
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strengthen the management foundation for sustainable growth. In the next slide, we will explain each one in 
detail. 

 

The first pillar of the strategy is the deepening the core business. First, in order to make a leap forward in the 
semiconductor and FPD fields, we will continue to make aggressive capital investments, take on the challenge 
of advanced thin-film technologies such as PVD and CVD, expand into new manufacturing equipment other 
than etching such as exposure equipment, and strengthen our recoating business. 

In the general industrial field, we will strengthen our foundation by maintaining a stable revenue base that is 
not affected by economic fluctuations, cultivating multiple earnings pillars that could become post-
semiconductors, developing new markets by leveraging our strengths, and focusing on increasing orders for 
mass-produced products. 

We will also strive to deepen our relationships of trust with our customers, pursue what makes TOCALO 
unique, improve profit margins through increased productivity, and maintain a highly profitable structure by 
sustaining a strong financial position. TOCALO's uniqueness lies in its ability to differentiate itself from its 
competitors through the latest technology, highly challenging manufacturing, as well as rigorous quality 
certification and qualifications. 
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The second pillar is the expansion of strategic business domains. Regarding the expansion of new technologies 
and new business fields, we will utilize thin-film technology and laser processing to expand our business in 
growth areas such as the environment, energy, and aerospace-related markets. In addition, we will maximize 
the corporate value of the Group as a whole by bringing together the Group's technologies. 

In terms of expansion into global markets, in addition to the Chinese, Taiwanese, and US markets, we have 
begun considering the ASEAN markets, Thailand, Indonesia, Malaysia, and Singapore as new candidate 
locations. In addition, with an eye on the medium- to long-term future, we are also considering entering the 
Indian market. Through the development of these new technologies and market development, we will expand 
our strategic business areas and accelerate our global growth. 
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The third is to strengthen the management foundation for sustainable growth. In the area of advanced 
manufacturing and quality control, we will improve productivity through automation and the introduction of 
high-efficiency booths and promote the improvement of inspection capabilities and the reduction of human 
errors through the use of DX and other technologies. 

Regarding our quality control system, we will continue to upgrade our PQP to world-class standards. It is clear 
that Japan's working population will continue to decline, and it is assumed that it will become tougher to cover 
future sales growth with increased personnel. Therefore, we recognize that improving productivity is an 
essential issue for our growth. 

Regarding sustainability, we will continue to promote ESG management. We will promote reduction of 
environmental impact, continuous efforts for environmental conservation, establishment of sustainable 
supply chain involving suppliers, and advancement of corporate governance. 

Human capital management is an essential theme for our sustainable growth, and we will accelerate the 
enhancement of our medium- to long-term human resource development plan, improve employee 
satisfaction, and create a rewarding work environment. 
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Next, I will explain our technology strategy road map to 2030. In addition to deepening our strength in thermal 
spray technology, we will expand the scope of our business to include innovative technologies such as thin 
films and lasers to ensure that we capture the growth market of 2030 and build a sustainable competitive 
advantage. 

 

We have already achieved the goal set in TOCALO 2030 to reduce GHG emissions in FY2030 by 46% from the 
FY 2013 level, ahead of schedule. 
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TOCALO 2030 aims to achieve carbon neutrality by 2040 to meet the growing demands of society. We will 
accelerate our efforts to further reduce GHG emissions, save energy, create new energy, and install resource-
saving equipment to achieve carbon neutrality in 2040. The entire group is united in taking on the important 
challenge of reducing our environmental impact in order to realize a sustainable society. 

Finally, I would like to briefly explain our efforts to enhance corporate value. 

 

To achieve consolidated net sales of JPY90 billion, the Company will execute aggressive growth investments 
in the semiconductor/FPD, general industrial, and overseas sectors. During the period of TOCALO 2030, we 
expect to generate operating cash flow of JPY80 billion to JPY90 billion over a five-year period. We will use 
this cash flow as a source of funds to make growth investments of JPY40 billion to JPY60 billion, which will 
lead to further earnings growth in the future. 



 
 

 

 
       

    
39 

 

 

We also intend to continue to provide stable and continuous returns to shareholders, with shareholder 
returns expected to reach the JPY25 billion to JPY35 billion level over the next five years. The Company will 
continue its current policy of returning profits to shareholders by targeting a consolidated dividend payout 
ratio of approximately 50% and a dividend on equity, DOE, ratio of at least 5%. 

 

The last page contains a message for employees. 

That is all. Thank you very much. 
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Moderator ：Thank you very much. 
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Question & Answer 

 

Moderator [M]: So, as indicated, we will begin with a question-and-answer session from those in the audience. 
Online attendees are encouraged to submit questions via the Q&A function at the bottom of the screen during 
the Q&A session at the venue. A full transcript of this presentation, including the question-and-answer portion, 
will be made available to the public. Therefore, if you wish to remain anonymous, please do not give your 
name when asking questions. 

Okay, we will answer your questions. If you have any questions, please raise your hand and a staff member 
will bring the microphone to you. 

Thank you. 

Osawa [Q]: My name is Osawa of Ichiyoshi Securities. Thank you very much. There are three major ones, and 
I would like to ask them one at a time. 

One of the first things is the premise of the new fiscal year and a few other items. The first is ordinary profit, 
which is expected to be affected by the exchange rate of JPY300 million, so I would like to know how much 
you are assuming for the exchange rate. 

In the case of industrial machinery, you mentioned that you expect flat sales for the segment, and regarding 
industrial machinery, could you please outline the business environment and outlook for the current period 
for the bearings and energy sectors? Also, regarding the subsidiaries, you mentioned that the semiconductor 
sector, which has been growing significantly, had leveled off for the time being. Could you explain what the 
current situation is? In addition, I understand that the growth of subsidiaries is modest in the mid-term plan, 
so I would like you to mention the mid-term plan as well. 

Goto [M]: Yes. Mr. Osawa, I am Goto. What did you mean when you said JPY300 million in foreign exchange? 

Osawa [Q]: Didn't you see a negative impact of JPY 300 million in the analysis of increase/decrease? 

Goto [A]: This is a foreign exchange impact, not just foreign exchange, but we are of course looking at a neutral 
foreign exchange impact in FY2027, in the sense that the foreign exchange gains that we had in the previous 
year will decrease. 

Osawa [M]: If it’s just a decrease in marginal gain, that is not a problem. 

Goto [A]: The assumption is made at about JPY150 to the dollar. And secondly, whether it is industrial 
machinery or a subsidiary, are you asking about a lull and what will happen in the future? 

Osawa [Q]: For what reason do you think this year will be a slow year, and the growth in the medium-term 
management plan also seems relatively modest.  

Kobayashi [A]: Yes. The lull in overseas subsidiaries is due to the fact that they are restricted to a certain 
extent from selling the latest technology in China, which is said to be the most advanced technology in the 
world, and although we are working with manufacturers to provide cutting-edge technology overseas, our 
overseas development does not include the latest technology. We have been making good progress with the 
expansion of past technologies, but we expect that the next generation or new technological requirements 
will gradually impose restrictions to a certain extent, and we have not included the latest technologies in our 
medium-term management plan 
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I hope you understand that there is a line drawn between the US-China relationship and the US-Japan 
relationship in terms of what to do with innovative technology and we are operating under those constrains. 
We are also looking at the mid-term management plan with some restraint. 

Also, regarding the industrial machinery field, which is said to be stagnating, we had anticipated significant 
growth in the NAS battery segment within that field. We had been placing considerable hope in this area since 
last year, but an announcement was made last year that we would be withdrawing from it. Whilst our business 
plan had included substantial projections for new energy initiatives of NAS battery.. We have reached a point 
where we need to start looking for alternatives again, and whilst I intend to take on new challenges for new 
energy from now on and ensure they bear fruit, I suspect this financial year will be much the same as last. 

Osawa [Q]: Thank you very much. The second and subsequent sections are related to the mid-term plan. In 
the graph, the market assumption is that the average annual growth rate from 2022 to 2030 will be 10%, but 
what is the assumption for 2025 or 2026? 

Kobayashi [A]: There are many theories, and I wrote a number that is already published and I am sure of, 
which is this kind of growth from a 2022 base, and USD1.3 trillion for 2030. This is a bit different from what 
we are talking about in the semiconductor industry, but when asked what our growth forecast is under such 
circumstances, we can only give a rough estimate, such as that we expect to double our growth from FY2022 
onward.  

Osawa [Q]: I understand. The reason I asked you about the market is that, according to what TOCALO just 
told me, you are expecting growth of 12.7% over the next five years, 25 years to 12.7%, so the point is that I 
would like to know whether you are expecting higher or lower growth than the market growth, and that is 
the target that you are looking for. 

Kobayashi [A]:  It is roughly linked to market growth, but we examine growth based on the forecasts that 
come from individual customers, and I would appreciate it if you could understand that these figures are the 
result of that examination. So, each one is a forecast for the fiscal year ending March 31, 2031, which we have 
received from each customer, and we have added up the aggregate numbers. 

Osawa [Q]: For example, in terms of individual semiconductors, there are various genres such as discrete and 
sensor semiconductors, and the areas in which TOCALO is involved are mostly innovative memory and logic 
semiconductors. And I think it's a field that will probably purely push up the overall growth rate.  

Also, there may be some specific customers related to thermal spraying, and since the growth there is high, 
there may be an idea to aim for a 15% average, for example. There is a possibility of increasing the number of 
areas or of independent growth, so I wanted to know the market average, or to put it another way, in a sense, 
following the market. 

Kobayashi [A]: What we are announcing is the relationship with etch system manufacturers, but a certain 
company in the US is not working mainly in etching, but in fields other than etching that we are approaching 
or in the approach to semiconductor equipment manufacturers, other than those related to exposure system 
etching, as mentioned in our medium-term management plan.  The figures are based on our current forecast, 
including our approach to semiconductor equipment manufacturers in fields other than etching related to 
exposure systems.  

Osawa [Q]: So, they are being served without those new things.  

Kobayashi [A]: You can assume that the new stuff is in there. 

Osawa [Q]: Do you mean that it includes exposure and so on? 
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Kobayashi [A]: We are not expecting a large amount currently, but we are putting in a little bit. 

Osawa [Q]: I understand. Thank you. And thirdly, finally, you have a plan for ordinary profit, the mid-term 
plan, was it 22.3% in the final year? This year, the percentage is 25%, and the so-called ability-based 
percentage is 23.3%, which means that the percentage will remain the same or slightly decrease, which, 
simply put, could be considered to be an increase if the percentage of semiconductors increases. This is the 
idea, but if you just say it is prudent, that is fine, but I would like to know your thoughts on this. 

Kobayashi [A]: Yes. I am not saying that we are cautious, but since we are talking about the next five years, 
we need to consider the fact that we will be aggressively investing in human and capital resources and 
equipment, and depending on what the world looks like in 2030, we may be aggressively investing in 
equipment again in the fourth or fifth year of this five-year period.  

Taking that into account, as you mentioned, the figure is around 22.2% compared to the current 23%. I assume 
your point is that this represents a slight decrease. However, we have taken a cautious approach in this regard.  

Kobayashi[A]: It is a number that we discussed a lot, but I have to admit that we were still somewhat cautious 
about setting it as a target. 

Osawa [M]: I understand. Thank you very much. 

Moderator [M]: Thank you very much. Other questions by the audience? Yes, thank you. 

Watanabe [Q]: Thank you. I am Watanabe from SMBC Nikko Securities. 

The first point is that there is a certain amount of divergence between the current situation and then the 
budget formulation, perhaps budget. They were assembled in January or February and are now being 
announced, so in case of other companies, it seems to me that there is a divergence, with a slight increase in 
March and April. Could you please explain? I am wondering if the way the equipment comes in could be rate-
limiting for your company, and I would like to be involved in that as well. 

Kobayashi [A]: The semiconductor-related numbers are up considerably now. To be honest, I am not sure 
that I am capturing it accurately because it really fluctuates a bit widely, but I am reinserting the numbers 
once they have been recalculated in March and April. once In April, once again, I was able to recalculate the 
numbers. However, I have a feeling that have already exceeded this by about 10% in terms of numbers. 

Watanabe [Q]: I understand. We look forward to your upward revision. 

The second is at the medium-term plan. The announced capital investment is JPY40 billion to JPY60 billion, 
but how much production capacity will be secured when this investment is made? There is quite a wide range 
between JPY40 billion and JPY60 billion, but considering the tangible fixed asset turnover rate and other 
factors, I would guess that they will have a little more capacity than the JPY45 billion figure, half of the JPY90 
billion that was given this time. Please tell us your thoughts, to the extent possible, on how much production 
you will prepare for, especially in the area of semiconductors. 

Kobayashi [A]: As you may have seen in the materials provided, our capital investment has typically been 
around JPY4.5 billion every year, but from 2025 and 2026, this figure will rise to nearly JPY10 billion. We plan 
to maintain this level of investment throughout the five-year period of our new medium-term business plan, 
with capital expenditure expected to range between JPY9 billion and JPY11 billion. 

For the semiconductor-related business, we are talking about doubling the production capacity, which is a 
fine line between 2024 and 2025, but we are aiming to double the production capacity from that point on. 
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In addition to this, we will also consider investments in aircraft-related industries and overseas-related 
investments, which are slightly different from the semiconductor industry, and we are planning to make 
capital investments in the range of 400 to 600 and to double the capacity of the semiconductor industry, plus 
other areas. 

Watanabe [Q]: I think it is necessary to prepare the factory space ahead of time, but do you feel that there 
will be a little extra capacity in buildings and land in 2030, or will it cost a lot of money for the equipment, and 
if additional investment is needed, will it be able to swing even higher? What do you think will happen? 

Kobayashi [A]: Regarding land, we are preparing the new plant land in the Nagoya area, and we are also 
considering purchasing a land adjacent to it, but I am not sure if we will be able to purchase it or not. 

For the other parts of the project, we will still include land in our plan to acquire it if necessary. I believe that 
the plan will remain at about JPY10 billion per year, including such items. 

Watanabe [Q]: I understand. Thank you. 

I would like to ask you to explain a little bit about the new technologies you are using. Firstly, regarding your 
entry into the market for exposure systems and the like, I would like to know what specific technologies you 
intend to utilize. Also, I believe the term AM layering was mentioned. As I have not heard much about this 
from your company, I would appreciate it if you could explain that aspect. 

Kobayashi [A]: Yes. In the field of exposure systems, there is a need for existing thermal spraying technology, 
and if required, we can use PVD and CVD thin-film systems and their evolved systems, and in the area of shape 
and surface modification, of course the material is of course important, but the shape of the surface is also 
very important.  We can think about what kind of roughness we can make in terms of its shape, or we can 
think about forming microstructures in terms of shape, such as 1-micron height unevenness or 5-micron 
height unevenness or something like that, and we can incorporate those kinds of things into our work. We 
would do it in various fields. We are considering not only exposure but also other applications on the film 
formation side. 

And I mentioned AM as a new technology this time, but this is called additive manufacturing or perhaps it 
would be better to call it 3D lamination in general, or perhaps it would be better to call it 3D lamination for 
resin-based products. We use ultraviolet-curing resin to create shapes by curing with ultraviolet rays, and now 
we are using laser cladding and other techniques to create objects by laminating even with metallic materials. 

At the present stage, technology is being developed mainly by machining manufacturers, but we are also 
involved in laser cladding and thermal spraying as a representative of the technology on the side of melting 
and laminating and are working on AM technology. By doing so, we can create materials, although at this 
stage it is not so important. 

We have been coating materials that have been created, but I think that there is a new market soon where 
we can propose the creation of materials and coatings or the creation of such materials. All AM companies 
are dreaming of this, and we will enter the coating side and focus on the creation of materials that will serve 
as the foundation or base material for coatings. 

Watanabe [Q]: Just to confirm, for semiconductor manufacturing equipment, will the equipment continue to 
be ceramics or metals? Are there other targets, such as glass-based products or coatings on new materials? 

Kobayashi [A]: Of course, I think that is part of it. If we focus solely on thermal spraying, metals are by far the 
focus. we are also developing applications that involve applying coatings to ceramics or applying further 
coatings to specialized materials, and this work is gradually progressing. 
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Watanabe [Q]: One more confirmation, AM. In terms of nuance, I think your company's job until now has 
been to apply coatings to certain equipment, but if the 3D laminating process uses lasers to laminate, the 
materials will be melted, so you will be able to do both the equipment side and the coating side at the same 
time? Or is it closer to the image of building the equipment side? 

Kobayashi [A]: Now additive manufacturing builds up the equipment itself. So, even if the material has voids 
inside, by creating layers, the voids are left intact and the material is created. 

The most used turbine blades are turbine blades. It is the same with aircraft blades, but we can do something 
like that. Furthermore, since we also handle coating as a post-process, we believe that an in-house integrated 
system from component manufacturing to coating will come into view as a potential development. 

Watanabe [Q]: So, it's like a coating plus additional business development. 

Kobayashi [A]: I guess it is like the original. 

Watanabe [Q]: Make materials. They come in from the side of processing equipment. 

Company Representative [A]: If that is the case, for example, we are a coating company now, but I think it 
may be possible that TOCALO will eventually take over all the parts and components. 

Watanabe [M]: I understand. Thank you. 

Moderator [M]: Thank you very much. We are running out of time, but does anyone in the audience have any 
questions? Do you have any questions? Now, if I may, I would like to read out some questions from those of 
you who are joining us online. 

 

Participant [Q]: I have a question regarding your results for the fiscal year ended March 31, 2026, and your 
plans for the fiscal year ending March 31, 2027. First of all, your exchange rate assumption for the fiscal year 
ending March 31, 2027, is JPY150, but could you please confirm the actual rate for March 2026? 

Goto [A]: Yes, Goto will answer. As I mentioned earlier, we are currently assuming an exchange rate of around 
JPY150 to the US dollar. We use mainly the Taiwan dollar, the Chinese yuan and US dollar for currency 
conversion, and for the fiscal year ended March 31, 2026, we used JPY20.81 for the Chinese yuan, JPY4.81 for 
the Taiwan dollar, and JPY149.62 for the US dollar. That is all. 

Moderator [M]: I understand very well. Thank you. Moving on to the next question. 

Participant [Q]: If you divide semiconductors into these five regions, Taiwan, Korea, the US, China, and the 
rest of the world, what would be the regions with higher or lower growth than the overall average of 25%, for 
example, Taiwan higher than that or China lower than that? 

Goto [A]:  we have not planned it in such a way that any particular region is singled out as being higher. As 
the President explained earlier, we base our planning on forecasts provided by manufacturing equipment 
manufacturers. We do not specifically formulate our plans based on where we anticipate the highest growth 
in the semiconductor market, so it may be difficult for me to answer your question. Sorry. 

Kobayashi [A]: I think you are probably referring to the state of semiconductors in each country, as if you 
were a device manufacturer. We collaborate with manufacturers of semiconductor manufacturing equipment. 
Globally, the main players are two companies in the US and two in Japan, and we do business with several of 
them. Consequently, our operations are inevitably skewed towards the US and Japan. 
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However, our service bases are in Taiwan or China, so we can provide service at each location, but we are not 
seeing large numbers as a business. 

Moderator [M]: Thank you very much. I am afraid. I am sorry, time is running out, but I have three more 
questions. Is it all right to continue? Moving on to the next question. 

Participant [Q]: Is there a difference in the growth rate between your semiconductor domestic and overseas 
customers, or is it the same? 

Kobayashi [A]: I believe your question is asking whether it is correct to understand that, with regard to major 
domestic and overseas customers, the situation is not only in the US, and Japan, but rather that business 
dealings and customer relations appear to be handled individually at each location. 

Manufacturing equipment makers are still growing. I am not sure if the growth is different, but as the scope 
of our market expands, so does the scope of our overseas customers, so I think it is difficult to compare the 
two. 

Moderator [M]: Thank you very much.      

Participant [Q]: What factors do you see in your operating margin plan for the fiscal year ending March 31, 
2027, being lower than the fiscal year ended March 31, 2026, even as the percentage of semiconductor sales 
is rising? 

Goto [A]: You are referring to the decrease in operating profit margin compared to the fiscal year ended 
March 31, 2026, but as we have disclosed this time, the retirement benefits and subsidies are included in the 
ordinary profit. As for the above, as we have disclosed from this time, retirement benefits and subsidies are 
included, so excluding them, we are of course planning for an increase in profit. 

However, as for H2 of the fiscal year, some semiconductor production equipment manufacturers have yet to 
announce their financial results, so it is true that we have been conservative in our plans for H2 of the fiscal 
year.  

Moderator [M]: Thank you very much.      

Participant [Q]: Has the surge in memory prices and price increases for various materials affected various 
parts of your company? Also, have such effects been factored into your plans for the fiscal year ending March 
31, 2027? 

Kobayashi [A]: I think the memory price spike doesn’t have a direct impact on our business. If the soaring 
price of memory leads to the sale of more manufacturing equipment, our demand may increase, but we do 
not understand how much of this increase is reflected in the current demand. 

I am sure that material price hikes will start in various ways in the future, but we have not factored this into 
our plans at this stage. We are currently considering how exactly we will disclose these surcharges and raw 
material prices, whether we will publish them as a fixed surcharge or negotiate them on a case-by-case basis. 
We have not factored this into our current plans, as we are able to meet demand for the remainder of the 
year using the materials we already have in stock. We intend to consider how and when to incorporate this 
into our plans and will decide on our next steps accordingly. 

Moderator [M]: Thank you very much. I am deeply sorry, but we have exceeded our scheduled time. If you 
have any questions that we were unable to answer due to time constraints or if you have any new questions, 
please contact the person in charge of IR by e-mail or phone, and we will try to answer those that we can. 
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With these words, we would like to conclude the financial results briefing of TOCALO Co., Ltd. Mr. Kobayashi, 
Ms. Goto, Mr. Nakai, Mr. Masago, thank you very much for your time today. 

Company Representative [M]: Thank you very much. 

Moderator [M]: To everyone here today, and to those joining us online, thank you very much for taking the 
time to join us despite your busy schedules. Thank you very much. Please have a safe trip home. Thank you 
very much. 

[END] 

______________ 
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