
Main Risks Facing Dexerials Group and Their Countermeasures

Business and other
risks

Risks Countermeasures
Relevance to the

three Basic
Strategies*

External
environment

risk
Macro economy Economic trends

The possibility of a widespread and long-term worldwide recession due to factors such as the economic slowdown in important economic
blocks including China and other emerging countries, failed attempts of governmentsʼ stimulus measures and easing monetary policies in
Japan and other developed countries, global economic chaos associated with tapering in the U.S., slump in consumption resulting from
consumption tax hikes in Japan, political instability in countries around the world, and impacts of infectious diseases including the global
spread of COVID-19, etc.

Adjustments such as prompt cuts to fixed costs if demand
declines, by working toward production and sales
management systems that can accurately respond to sudden
shifts in demand

(1)(2)

Intensification of
competition

Possibility of a switch in suppliers from the company to competitors, or the possibility of reduction in orders to the company, in the case
that a competitor demonstrates stronger competitiveness than our company in terms of research and development, production capacity,
funds, human resources, etc., or in the case of reorganization or strategic changes on the part of our customers

Strengthening of our business through the development of
high value-added products employing differentiated
technology, etc.

(2)

Dependence on
display products, etc.

・ The possibility of impacts on business performance due to changes in display manufacturers' business and sales strategies, as sales
are largely dependent on display products
・The possibility of impacts on demand for the company's products by display manufacturer customers, due to changes in business and
sales strategies and due to the timing and sales volume of finished product model changes by large-scale smartphone and tablet PC set
manufacturers, whose number is limited

Continuation of initiatives to expand the adoption of our
products in fields and in products other than displays

(1)(2)

Decline in the selling
prices of products

Possibility of decline in product price beyond the company's cost-reduction capabilities as a result of negotiations with customers, or
increase in sales ratio of products with low profit margin, due to causes including incessant pricing pressure from customers,
overproduction in optical and electronic materials markets, declining demand, and entry into the high-performance product market by
manufacturers of products in the low-price range

・ Creation of added value and improvement of product
quality
・ Maintenance and improvement of price levels
・ Efforts to reduce costs through improvement of processes,
material yields, etc.

(2)

Innovation
Technological
development, etc.

・ Possibility of unexpected obsolescence of the company's products for reasons of technological innovation and cost competitiveness,
new technology and new product development by competitors, changes in industry standards and customer needs, etc.
・ Possibility of decline in demand for the company's products if competitors develop technologies that replace our mainstay products or
introduce products that are superior to our mainstay products
・ Possibility of inability to obtain expected sales effects or other effects related to products developed due to changes in the market

・ Development of new technologies, new products, new
applications, and new markets under medium-term
development strategies, while making predictions of market
changes
・ Implementation of R&D investments and capital
investments necessary for production process reform

(1)

Overseas operations
Overseas business
development

Possibility of country risks in overseas business including unstable political situations; uncertain economic environments; laws and other
rules involving the environment, safety, etc. that pertain to the manufacture, import, export, use, etc. of the company's products; labor-
management issues and increase in labor costs; high tariffs and strict trade restrictions; unexpected establishment of, change to, or
differences in interpretation of laws, taxes, and policies; unstable infrastructure that may cause suspension or delay of electric power,
transportation, communications, and other core services; exchange rate fluctuations; differences in laws, regulations, business practices,
and practical handling of these; terrorism; war; outbreak of COVID-19 or other infectious diseases; and occurrence of boycotts

Examination and implementation of countermeasures at an
early stage through timely internal sharing of information on
changes in political and economic societal conditions

(1)(2)

Procurement risk
Raw materials
procurement

・Risk of suppliers of raw materials becoming unable to fulfill their obligations under purchase contracts with the Group due to delay in
supply of raw materials, short supply thereof, or any other reasons, resulting in a failure to ship our products as scheduled.
・Risk of an increase in prices of raw materials and fuels, which cannot be passed on to product prices.
・Risk of becoming unable to secure necessary primary raw materials due to interruption of supply resulting from, for example, the
supplier being damaged from natural disasters or accidents, or its bankruptcy.

Enhance supply chain management so as to reduce risks of
being unable to secure primary raw materials, by, for example,
adopting multiple suppliers.

(3)

Management
foundation risks

Safety/disaster
readiness

Impacts from
accidents, disasters,
etc.

・ Possibility of suspension of business due to damage to electrical power, gas, and other infrastructure from earthquakes, tsunami,
floods, or other large-scale natural disasters or outbreak of COVID-19 or other infectious diseases, or due to wide-ranging damage to
supply chains including procurement, logistics, and customers
・ Possibility of human casualties due to fire or chemical substances in the manufacturing process

Business continuity planning (BCP) based on the assurance of
operational safety and business continuity identified as
materialities, implementation of regular disaster readiness
drills, etc.

(3)

Exchange/funds
Exchange rate
fluctuations

Impacts on the costs and prices of products and services, on assets and liabilities denominated in foreign currencies, and on assets and
liabilities denominated in the local currencies of overseas affiliates due to fluctuations in exchange rates

Risk hedging through foreign exchange contracts, etc. (3)

Financial
reporting/financial

soundness

Impairment of fixed
assets

Possibility of impact on the company's financial condition, operating results, and cash flow due to recognition of impairment in the event
that business profitability declines and assets are deemed incapable of generating sufficient cash flow due to market trends, price
declines, etc.

Periodic assessment of recoverability of salvage value based
on estimates of future cash flow obtainable from fixed assets

(3)
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Financial risks

Risk categories

Changes in the
market and the

competitive
environment

* Three basic strategies set forth in the "Challenges for Evolution" mid-term management plan  (1) Acceleration of business growth in new domains  (2) Qualitative transformation of business in existing
domains  (3) Reinforcement of management foundation

Management
strategy risks

Business
operation risks
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