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Overview of the Company

Company name: Nihon Parkerizing Co., Ltd.
Chairman & C.E.O: Shun Ono
President & C.0.0: Kazuichi Satomi

Headquarters: 15-1, 1-chome, Nihonbashi, Chuo-ku, Tokyo
Established: July 12, 1928

Capital: 4.5 billion yen (as of March 2017)

Sales: 109,569 million yen (FY2017)

Listing: First Section of Tokyo Stock Exchange, 1967
Other: JPC Nikkei Index 400 (January 2014)

Global Niche Top Company 100 (March 2014)

Founded in 1928, Nihon Parkerizing will celebrate its 90th anniversary in 2018. The history of Nihon
Parkerizing starts from the company being granted a patent in Japan for the technology developed
by Dr. Parker in 1915, for generating a phosphate coating on steel to prevent corrosion. In the
beginning, the technology was mostly developed for the Army Ministry, however following the war,
business expanded in conjunction with the growth of the automotive industry.
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Overview of the Company - susiness Areas and Sales Composition Ratios

FY 2017
ngbi"g 109,569

1%

million yen

Equipment
20%

Sales by segment

Equipment

Jobbing

business

Conversion Coating Chemicals
Rolling oil and lubricants

Rust proof oil

Electroless plating solution

Pre—treatment and ED equipment
Waste water treatment equipment
Powder coating equipment

Heat exchangers

Rust proof jobbing
Plating

Heat treatment
Painting

Building maintenance
Manufacture and sale of metal
test pieces

Manufacture and sale of bolts
Export of specialty steel products
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T
Financial Highlights

(Unit: million yen)

Increased 29.3% in 5 years t
( CAGR+5.3% )

109,063 109,565

Sales 99,793 102,514 °
89,919 _
84,758 Increased 48.4% in 5 years t

> ( The average rate of increase +8.2% )
Operating income 15.766 16,934
15,393 14,850 '
13,146
11,411
2012/3 2013/3 2014/3 2015/3 2016/3 2017/3

Renewed our record amount of Sales and Operating income
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Consolidated Income Statement

1"

H 2016/3 2017/3

Change

% Change

(Unit: million yen)

( U S D )

Net Sales| 109,063] 109,569 +505| +0.5%|Renewed our record amount
Operating income 15,766 16,934 +1,167| +7.4%|Renewed our record amount
Ordinary income 17,921 18,779 +858| +4.8% |Renewed our record amount
Net income attributable i i

Extraordinary income

0}

th Za:inﬁ g?n;%apz 10,320 12,228 +1,907|+18.5% (1,359million yen) has occurred
o tomaty ! 9.5% | 9.7% +0.2% Maintained above 8%
Net income per
S h a3 r e 83.24yen] 99.14yen| +15.90yen
The average
exchange rate| 121.05yen] 108.84yen

Foreign currency translation effect:

Sales approx. A5,993 million yen, Operating income approx. A878 million yen
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Variation Analysis of Operating Income

(Unit: million yen)

20,000 -
1,009 l|ﬂ]
_— L.A397 |
18,000 - 5 b enilacing Depreciation s oA
LABOEOOSE. o expences | A8/8 |
2,374 |
Foreign 16,934
16,000 SGAA expenses currency
15,766 | changes sales translation
effects
14,000 -
12,000 -
10,000 -
GAC. T L
-
|
2016/3 2017/3
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Financial Results by Business Segments

(Unit: million yen)

Net Sales Oparating Income
2016/3 2017/3 Change 2016/3 2017/3 Change
Chemicals 44,861 44,549 A 311 8,529 8,973 443
Japan | 26447| 27,508] 1,061] 4,984| 5478 493
Oversea 17,294] 15,840]| A 1,454 3,245 3,209 A 35
Inter-segment 1,119 1,200 81 299 285 A 14
Equipment 22,964| 22,382 A 581 1,403 1,580 176
Japan 11,009] 12,889 1,880 438 604 165
Oversea 11,420 8,989 A 2,430 728 791 63
Inter-segment 534 503 A 30 236 184 A 51
Jobbing 38,928| 40,211 1,283 6,977 7,335 358
Japan | 22,187| 24015] 1,828] 4,142| 4,682 540
Oversea 16,736] 16,163 A 573 2,687 2,469 A 218
Inter-segment 4 32 27 147 183 36
Others 5,029 5,252 223 269 288 18
Adjustments and Eliminations | A 2,720| A 2,827 A 107| A 1,413 A 1,242 170
Total 109,063| 109,569 505| 15,766 16,934 1,167
Chemicals : Japan : Sales and profit increased mainly due to improvement of automobile production and

steel exports.
Overseas : Revenue decreased mainly due to the effects of exchange rates. However, sales
growth in local currency.

Equipment : Japan : Sales and profit increased.
Overseas : Sales decreased mainly due to reduction in large equipment. However, profit
increased mainly due to cost reduction.

Jobbing: Japan : Sales and profit increased mainly due to improvement of automobile production.
Overseas : Revenue decreased mainly due to the effects of exchange rates. However, sales
growth in local currency.
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Capital investment

B 0thers <Segment>
O Equipment
B Chemicals 10,020 10,539
O Equipment 1,667
7791 |25 —202 7,933
\ —f/3— E,IEZ Jag
1,663 365
o 2,228 1,019
6 486
‘ESEE 1.524 § 5,750
52219 3439 o
5,260 8521 la212
- | »
960 /’//
2712 (1724 | _— )
L Jobbing

2012/3 2013/3 2014/3 2015/3 2016/3 2017/3

O Japan

O Oversea

4,599

1,671

2,928

P~

3,431
1,467

1,964

(Unit: million yen)

<Area>

7,791

2,876

4514

10,020

4,743

5,276

10,539

3,714

6,825

/’

7,933

3,520

4,413

as

Oversr:e

> Recently, enhance manufacturing equipment particularly in Mexico,
China, Thailand, and the United States to take advantage of robust

overseas demand.
» In FY2017, implement capital investment in heat treatment business in

Japan.
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]
R&D

(Unit: million yen) W have estabished a wardwide netwark which enables us fo 'y

. ickly grasp the requirements of customers and provide the o
Increased 5.2% in 5 years i _ g p. 1 .or 4 o 4
— opfimal technical supLorl. In Japan, in addition to the Central

Research Laboratories, We have fie techmical centersaround )\~ \

— 2,303
2,189

2006 2151 2112 2181 te county. R Y
West Japan Technical Center (Kansai) I,
W [East Japan Technical Center (Utsunomiye)
N 2 ) (AT YT Central Research Laboratories

East Japan Technical Center (Hiratsuka)
2012/3 2013/3 2014/3 2015/3 2016/3  2017/3 Manufacturing Technical Center

Processing Technical Center
Overseas Technical Center

. ﬁ *MNest Japan Technical Center (Chukyo)

o

> In recent years we have focused our development on “creating new value” by adding not only
corrosion resistance but also other functions to the surface of substrates, and our investment in
R&D has continuously exceeded 2,000 million yen/year.

» Select research topics keeping in mind future growth areas and enhance R&D for next generation
vehicles and new markets.
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Consolidated Balance Sheet

(Unit: million yen)
Increase (+) /Decrease (A)

H'
2016/3 2017/3 i&iR ) Notes and accounts

Current assets 94,053| 97,021 2,968 receivable-trade  +3,057

Fixed assets 95,323| 100,238| 4,915

Tangible and Intangible assets 56,079| 56,978 899

<+« [nvestment in securities +5,882

Investments and other assets 39,244 43,260 4,015

Total assets 189,377| 197,260 7,883
Current liabilities 33,166 33,562 395
Fixed liabilities 18,320| 17,196| A 1,124
Purchase of treasury stock 4A4,023
Total liabilities 51,487 50,758 A 728 Cash dividends paid A2,398
Total net assets 137,890 146,502 8,612 Current profit +12,228
Shareholders' equity 107,220] 113,291 6,070

Accumulated other
comprehensive profit

Non-controlling interests 21,406| 23,204 1,797

9,262 10,006 743

Valuation difference

On available-for-sale securities +2,230
Total liabilities and net assets 189,377| 197,260 7,883 Foreign currency

translation adjustment A 1,483
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Forecasts for FY2018

(Unit: million yen)

» Japan: Expected to continue at the same level.

> Overseas : Revenue anticipated to increase mainly due to the expansion of heat
treatment business.

2017/3 2018/3 A

Actual Forecast Change % Change
Net Sales 109,569 110,000 +430 +0.4%
Operating income 16,934 17,000 +65 +0.4%
Ordinary income 18,779 19,500 +720 +3.8%
Net income attributable to
parent company 12,228 11,400 A 828 AG6.8
shareholders
(ne agrage Sxehande 1| 108.84yen| 110.00yen
<Condition>
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Dividend Policy and Dividends Plan

B Fundamental Policy

» We will place priority on continuous and consistent dividends, determining dividend
distribution after comprehensive consideration of trends in achievements and

payout ratio.

» We are working to bolster internal reserves to strengthen our corporate financial
strength and secure future profits. Internal reserves are utilized for equipment
investment to realize quality and cost required by the market and for research and
development to meet market needs.

® Based on a target payout ratio of 30% on a non-consolidated basis, we will
determine the amount of dividends after giving sufficient consideration to
consolidated achievements, future business expansion and earnings.

B FY2017 Dividends Plan

34.9% T 33 8%

32.5% -
Interim Year-en 29.2% S
te ear-end Total /‘\ ——I¥ear-End

(Actual) (Forecast)

20.2% A interim
18.39% 18.6% Tk
® hh"’%-ﬂ“ﬁﬁ rrin S
0.0 ==g=Payout ratio
(Consolidated)

13.8 7 —

165
125 — { == Payout ratio (non-
—] by consolidated)

2013/3 2014/3 2015/3 2016/3 2017/3

NIHON PARKERIZING CO., LTD. 13



Key measures for the achievement of the second medium-term management plan(1/4)

<Second Mid-term Management Plan- Fundamental Policy>

Our aim is to be THE leading global company in the field of surface
modifications, maintaining our technical superiority in the market of
surface modifications for a wide array of substrates.

Enhancing and g Technology-

expanding :
business base driven company

Achieving
sustainable growth

Strengthening the
structure of the
organization
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Key measures for the achievement of the second medium-term management plan(2/4)

B Expanding and developing new markets

» Non-automotive industry (aircraft, electronic parts, defense
force, medical parts, etc.)

B Capture demand in growth foreign markets

B Optimal allocation of management resources to strengthen
competitiveness

B Take up the challenge of creating a new business model

B Actively investigate M&A and alliances

Contract manufacturing of
inorganic and organic chemicals

business base

Aircraft Electronic parts
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Key measures for the achievement of the second medium-term management plan(3/4)

B Select research topics keeping in mind future growth areas
B Conduct R&D to expand and develop new markets

» In addition to rust prevention, create demand through
development of diverse functions ( insulation, conductivity,
hydrophilicity, anti-finger print, design, etc.)

» Meeting changing needs such as environmental needs
(improvement of durability, improving performance and energy
efficiency, and chrome-free, etc.)

B Enhance fundamental research

» Developing products for next generation vehicles and the aircraft
market

» Nonferrous material, adhesive or joining between metal and
different materials.

» Developing organic coating

Improvement of Adhesion reinforcement
insulation-Heat-resistant of different materials

e W
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Key measures for the achievement of the second medium-term management plan(4/4)

B Strengthen our corporate governance continuously

B Transition to a company with an audit and supervisory

(o))

L .

3 committee

© c

= O B Develop global HR

-I(;)' whd

O _g B Strengthen group collaboration

L c .

+ B Improve productivity, change corporate culture and reform

o O the mindset
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The second mid-term management plan - Numerical Targets

(Unit: million yen)

120,000
109,063 109,565 110,000
Sales 99,793 102,514 .
53,517 19,000
16,934 17,000 ]
15,766
15,393 14,850
13,146
Operating income
2013/3 2014/3 2015/3 2016/3 2017/3 2018/3 2019/3

Forecast Target

Steadily executing mid-term management plan with all group companies
to achieve sustainable growth
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Supplementary Information
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Subsidiaries and Affiliated Companies (asors1s march 2017)

Network of 44 subsidiaries & 12 Affiliated Companies

(Japan) .
[ (China) i 1 mNihon Parkerizing Co., Ltd. :ia%%g Ifjanrggen Co., Ltd.t OParker Corporation
m Parker Engineering Co., Ltd. Y OYuugen Co., Ltd.

m Ozeki Chemical Industry Co., Ltd.

m Parker Kako Co., Ltd. :EokkaidMo Parfke;‘Z‘F‘g Cg" LIESd ONagaizumi Parkerizing Co., Ltd.
m Hamamatsu Netsushori Kogyo Co., Ltd. ™ <yowa Manufacturing £0o., Ltd. - mGreen-Techno

- m Parker Giken Kogyo Ltd. o :
m Komatsu Parkerizing Co., Ltd. m Paltec Test Panels Co., Ltd. (OMillion Chemicals Co., Ltd.

] 1
1 1
1 1
! m Parker Surface Technologies (Shanghai) Co., Ltd. ! ;
i m Parker Engineering (Shanghai) Co., Ltd. i CiParker Netsushori Kogyo Co., Ltd.
! mKanigen (Shanghai) Trade Co., Ltd. !
I ®m Guangzhou Parkerizing Co., Ltd. !
I m Foshan Parker Surface Modification Co., Ltd. !
1 [JShenyang Parkerizing Co., Ltd. 1
i (0Shanghai Parkerizing Co., Ltd. i
i OWuhan Parkerizing Chemical Co., Ltd. i
i (and 4 more companies) i

1
1
1
1
1
1
1
| mParker Industries, Inc.
1
1
1
1
1
1
1
1

m Oita Parkerizing Co., Ltd.

B Parker Trutec Inc.
B Parker Trutec MMI Inc.
OParkwood Engineering Development Corporation

i (Belgium) ® eemeemmeeeoqommmmmeeeeee e
i mP.I of Europe NV

E-(Vietnam) i | (Taiwan) i
i m Vietnam Parkerizing Co., Ltd. - ./ m Chung Jih Metal i
| mVietnam Parkerizing (Hanoi) Co., Ltd. i : Treatment Chemicals, Inc. ! S — :
| MParker Processing Vietnam Co., Ltd- ; B¢ Of8 €. ‘oomtememmemmemmemmeemees ! (Mexico) :
| . Parker Trutec Mexicana S.A de C.V. i
T P e TTTTT Y 1 mParker Eng. De Mexico S.A. de C.V. !
(India)

m Nihon Parkerizing (India) PVT LTD
m Parker Engineering (India) PVT LTD
m PARKER INDUSTRIES INDIA PVT LTD

(Thailand)

1
1
m Thai Parkerizing Co., Ltd. i
W PET Trading Co., Ltd. !
i
1

(Indonesia) i
mP.T. Nusantara Parkerizing i _ . .
mP.T. Parker Metal Treatment Indonesia i B Nihon Parkerizing and subsidiaries
1
1
1

m Parker Engineering (Thailand) Co., Ltd.
m Kanigen (Thailand) Co., Ltd. & 1 other

mP.T. Parker Engineering Indonesia [0 Affiliated companies
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The forward-looking statements such as forecast of financial consolidated
results contained in this document are based on the information
currently available to the Company and certain assumptions which are
regarded as legitimate. Actual results may differ from these forecast due
to various factors.

Significant factors which may affect actual results include but are not
limited to; a)state of the economy b)fluctuations in exchange rates
c)product competitiveness, d)regulations and e)limits of intellectual
property protection.

The information in this document is not intended to solicit investment.
Please make investment decisions at your own discretion.
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