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Cautionary Statement with Respect to Forward-looking Statement

This financial information contains forward-looking statements that are based on Sanyo Chemical Group’s current
plans, strategies and results. These forward-looking statements were formulated by managers based on
currently-available information, but actual results may vary significantly depending on the economic environment
where Sanyo Chemical Group conduct its business, competitive conditions, changes in the states of product
development, relevant laws and regulations, and fluctuations in the currency exchange rate. Moreover, the factors
that can affect these forward-looking statements are not limited to those listed here.

The following summary of the business results that Sanyo Chemical Group submitted Tokyo & Osaka Stock
Exchange is unaudited and for reference only.

Ticker code : 4471



Consolidated Financial Highlights (Unaudited)

Results of Operations

Nine months ended December 31, Reference:
2007 2006 FY 2006
Millions of Yen| Change [Millions of Yen| Change [Millions of Yen
Net sales ¥98,818 9.9% ¥89,886 12.9% ¥122,397
Operating income 3,833 | (19.0%) 4,734 (9.5%) 6,553
Ordinary income 4452 | (22.7%) 5,760 (2.0%) 8,024
Net income 1,657 | (43.2%) 2915 7.8% 3,051
Nine months ended December 31, Reference:
2007 2006 FY 2006
Yen Yen Yen
Net income per share ¥15.02 ¥26.41 ¥27.65
Net income per share, diluted 13.90 24 .45 25.59
Financial Condition
Nine months ended December 31, Reference:
2007 2006 FY 2006
Millions of Yen Millions of Yen [Millions of Yen
Total assets ¥153,644 ¥148,670 ¥153,165
Net assets 90,516 90,588 91,200
Equity ratio 57.3% 59.3% 57.8%
Net assets per share : Yen 797.28 798.49 801.52
Cash Flows
Nine months ended December 31, Reference:
2007 2006 FY 2006
Millions of Yen Millions of Yen |Millions of Yen
Operating activities ¥6,027 ¥4,319 ¥9,289
Investing activities (8,320) (6,902) (10,643)
Financing activities (1,130) 1,287 1,758
Cash and cash equivalents at end of period 11,780 13,569 15,287
Forecast
FY 2007
Millions of Yen| Change
Net sales ¥13,500 10.3%
Operating income 6,100 (6.9%)
Ordinary income 7,000 (12.8%)
Net income 3,200 4.9%
Net income per share : Yen 29.00 -

Notes:

1.  Amounts are rounded down to the nearest million.
2. The percentage change is year-on-year change compared with the same period of the previous

fiscal year.

3. The computations of net income per share of common stock are based on the weighted average
number of shares outstanding during each period.
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Financial Statements (Consolidated Basis)

(1) Business Performance: Operating Environment

During the first three quarters under review (April 1 through December 31, 2007), the Japanese economy
as a whole maintained its steady growth pace, driven by solid corporate business performances. However,
there are fears of a possible slowdown in the near future as a result of the impact of the U.S. subprime
mortgage loan problem, as well as the high price of crude oil.

The chemical industry has enjoyed a favorable business environment due to a strong demand. The
operating environment, however, remained harsh, because raw material and fuel costs continued on an
upward trend.

Sales for the first three quarters increased by 9.9% from the same period of the previous fiscal year to
¥98,818 million, thanks to brisk performances by Strategically Developed Products (Strategic Products*)
and superabsorbent polymers.

*Products developed and currently under development, which have strong potential for contributing
substantially to future business expansion.

In spite of increased sales, however, operating income decreased by 19.0% from the same period of
the previous fiscal year to ¥3,833 million, while ordinary income decreased by 22.7% to ¥4,452 million,
because of the higher cost of raw materials and fuel. Net income for the first three quarters, meanwhile,
decreased by 43.2% to ¥1,657 million, which is partially attributable to a reversal of deferred tax assets
and an increase in deferred income taxes deducted for the first-half period.

Sales by product group were as follows.

Surfactants

Sales of industrial surfactants increased because of brisk demand for detergent base materials with
superior biodegradability and base materials for hair care products, an upward revision of product prices
that corresponds to the rise in raw material costs, as well as steadily expanded sales of defoaming agents
and other paint additives in China.

In the area of surfactants for textiles, sales of agents used in textile manufacturing processes for
industrial materials, such as carbon fibers and airbags, were strong due to growing demand. However,
overall sales of surfactants for textiles stayed flat at the same level as the same period of the previous
fiscal year, due to slacking demand for textile agents for clothing.

As a result, total sales in this product group increased by 5.1% from the same period of the previous
fiscal year to ¥17,748 million.

Polyurethane Chemicals

Sales of raw materials for polyurethane foam increased briskly, supported by strong demand and a
revision of product prices that corresponds to higher raw material costs, and an increase in the number of
new applications for raw materials for high-performance polyurethane foam.

In the area of polyurethane resins, sales increased substantially due to continued strong sales growth
both in Japan and overseas in sales of thermoplastic polyurethane beads (TUB) for the interior parts of
automobiles. The launching of new products in our lineup of waterborne resins for automobile paints also
contributed to a strong sales growth for polyurethane resins as a whole.

As a result, total sales in this product group increased by 13.5% from the same period of the previous
fiscal year to ¥25,312 million.

Lipophilic High-Molecular Agents

In the area of copier-related products, sales of high-performance polyester-type toner resins for
pulverized toners increased firmly, however, a decline was seen in demand for non-polyester type
products. Sales of polyester beads (PEB) used as a core components of polymerization toners also
stagnated, and overall sales in this category decreased slightly from the previous fiscal year.

Sales of lubricating oils and machining-related products increased briskly supported by the growth in
sales of lubricity improvers for diesel fuels in compliance with the new regulations on low-sulfur content in
diesel fuels, and viscosity index improvers for automobile transmissions.

In coating and adhesive-related products, sales of ultraviolet curing resins and adhesives for medical
equipment increased briskly. On the other hand, sales of binders for fiberglass were sluggish. Sales in this
category as a whole stayed flat at the same level as the same period of the previous fiscal year.

As a result, total sales in this product group increased by 2.0% from the same period of the previous
fiscal year to ¥20,774 million.

Hydrophilic High-Molecular Agents
Sales of superabsorbent polymers increased substantially on brisk demand for hygiene use materials
such as disposable diapers in Japan and overseas. Sales of superabsorbent polymers for non-hygiene
use materials such as pet sheets were also brisk, and overall sales increased steadily.

In the area of water treatment products, sales increased due to a revision of product prices that
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corresponds to higher raw material costs, and a growth in sales volume.
As a result, total sales in this product group increased by 19.5% from the same period of the previous
fiscal year to ¥22,224 million.

Specialty Products

In the field of polymer modifier-related products, sales of polymer-alloy type antistatic agents used in
packaging materials for electronic components stayed flat during the reporting period, however, demand
for resin modifiers for special fibers and resin modifiers for automobile paints increased briskly. Sales as a
whole increased steadily.

In electric/electronic-related products, a temporal inventory adjustment in digital home appliances led to
slack sales of electrolytes for aluminum electrolytic capacitors, however demand for silicon wafer
processing agents was substantial in Japan and overseas, and sales in this category as a whole
increased briskly.

An increase in sales was posted in other products, supported by strong sales of raw materials for
pharmaceutical synthesis and concrete agents for civil engineering and construction.

As a result, total sales in this product group increased by 9.0% from the same period of the previous fiscal
year to ¥11,365 million.

(2) Financial Condition (as of December 31, 2007)

Total assets at the end of the third quarter increased by ¥478 million to ¥153,644 million from the end of
previous fiscal year. The equity ratio decreased by 0.5 percentage point from the end of previous fiscal
year, to 57.3%.

Cash and cash equivalents came to ¥11,780 million, down ¥3,506 million from the end of previous fiscal
year.

Cash Flows from Operating Activities

Net cash provided by operating activities amounted to ¥6,027 million. Cash inflows came from income
before income taxes and minority interests for the nine-month period in the amount of ¥4,208 million and
depreciation and amortization expenses in the amount of ¥6,160 million, which more than offset income
tax payment of ¥2,316 million.

Cash Flows from Investing Activities

Net cash used in investing activities amounted to ¥8,320 million, which was the result of payments for
acquisition of property, plant and equipment totaling ¥6,115 million and for the purchase of investment
securities of ¥2,102 million.

Cash Flows from Financing Activities
Net cash used in financing activities amounted to ¥1,130 million, mainly as a result of dividend payments.

(3) Earnings Forecasts (Consolidated Basis)

The company announced its full year target on October 26, 2007. The ratios of each performance
indicator during the nine-month period under review to the corresponding target figure for the full year are
as follows: sales at 73.2%; ordinary income at 63.6%; and net income at 51.8%.

As of the present moment, the management has not revised the full year target, owing to uncertainty
regarding price movements in crude oil and other raw materials as well as the Company’s ability to
implement corresponding product price raises.

The above target is based on information known to the management of the Company as of the time of
writing, and said forecasts may differ substantially from the actual figures as a result of a large number of
unquantifiable factors.

(4) Other Matters

Significant changes affecting subsidiaries during the nine-month period under review (changes in the
scope of consolidation)
Nothing to report

Adoption of simplified accounting methods
Income taxes: Calculating by estimated effective income-tax rate based on statutory income tax rate

Changes in accounting standards (consolidated basis) compared with recent fiscal year

Change in accounting method applied to depreciation of tangible fixed assets (“property, plant and equipment”)
In accordance with the provisions of amendments to the Corporation Tax Law, the Company has applied a
new accounting method for the depreciation of property, plant and equipment acquired on or after April 1,
2007 using a residual book value of ¥1 (one yen).

As a result of the application of the revisions to the tax law, including the above-described change in
accounting method for depreciation, operating income, ordinary income, and income before income taxes
registered a decrease of ¥426 million compared with the figures that would have resulted if the previous
accounting method had been applied.



Consolidated Financial Statements

Consolidated Balance Sheets (Assets)

As of December 31, Increase Reference : FY 2006

2006 2007 (Decrease) as of March 31, 2007
Millions of Yen Millions of Yen Millions of Yen|Percentage Millions of Yen

ASSETS

Current assets 69,662 72,155 2,493 3.6% 72,558
Cash and cash equivalents 13,569 11,780 (1,788) 15,287
Notes and accounts receivable—trade 36,805 40,462 3,657 38,173
Inventories 17,509 17,713 203 17,108
Other current assets 1,778 2,198 419 1,990
Fixed assets 79,007 81,488 2,480 3.1% 80,607
Property, plant and equipment 49,161 50,802 1,640 3.3% 50,116
Building and structures 13,883 14,267 383 13,661
Machinery and equipment 23,654 24,368 714 23,124
Land 7,709 7,786 77 7,750
Construction in progress 2,166 2,470 304 3,677
Other property, plant and equipment 1,747 1,908 161 1,903
Intangible assets 1,684 1,263 (420)| (24.9%) 1,561
Capitalized computer software costs 681 479 (201) 650
Consolidated goodwill 771 593 (178) 727
Other Intangible assets 230 191 (39) 184
Investments and other assets 28,162 29,422 1,260 4.5% 28,928
Investments in securities 26,515 27,847 1,331 27,275
Long-term loans 62 46 (15) 58
Other Investments and other assets 1,584 1,528 (55) 1,594
Total assets 148,670 153,644 4973 3.3% 153,165




Consolidated Balance Sheets (Liabilities and Shareholders’ Equity)

As of December 31, Increase Reference : FY 2006
2006 2007 (Decrease) as of March 31, 2007
Millions of Yen Millions of Yen Millions of Yen| Percentage Millions of Yen
LIABILITIES
Current liabilities 34,959 40,469 5,509 15.8% 38,130
Notes and accounts payable—trade 25,286 29,241 3,954 26,542
Short—term loans 971 1,892 921 828
Current portion of long—term loans 367 858 490 358
Accrued expenses 2,655 2,907 251 3,019
Accrued income taxes 374 — (374) 1,127
Allowance for bonuses 1,033 1,060 26 1,677
Directors’ and corporate auditors’
bonuse allowances 48 53 4 A
Notes payable—plant and equipment 2,126 2,170 43 1,994
Other current liabilities 2,094 2,284 190 2,511
Long—term liabilities 23,121 22,658 (463) (2.0%) 23,834
Unsecured convertible bonds 10,000 10,000 — 10,000
Long—term loans 4,469 4,548 78 5,138
Accrued severance indemnities 5,745 5,238 (507) 5,664
Dir.ectors' and corporate auditors’ 1153
retirement allowances 1,132 1,105 (27) '
Other liabilities 1,773 1,765 @) 1,877
Total liabilities 58,081 63,127 5,046 8.7% 61,965
NET ASSETS
Shareholders’ equity 81,415 81,532 117 0.1% 81,544
Common stock 13,051 13,051 — - 13,051
Additional pain—in capital 12,199 12,199 (0) 0.0% 12,200
Retained earnings 61,815 61,953 138 0.2% 61,951
Treasure stock, at cost (5,650) (5,671) (20) 0.4% (5,657)
Valuation and translation adjustments 6,723 6,452 (270) (4.0% 6,921
Unrealized gains on securities 6,622 6,172 (450) (6.8%) 6,616
Foreign currency translation adjustments 100 280 179 | 178.0% 305
Minority interests 2,450 2,531 81 3.3% 2,734
Total net assets 90,588 90,516 (72) (0.1%) 91,200
Total liabilities and net assets 148,670 153,644 4973 3.3% 153,165




Consolidated Statements of Income

Nine months ended December 31, Reference : FY 2006
Increase April, 2006
2006 2007 (Decrease) '
through March, 2007
Millions of Yen | Millions of Yen [Milions of Yen| Percentage| Millions of Yen
Net sales 89,886 98,818 8,931 9.9% 122,397
Cost of sales 71,747 80,884 9,136 12.7% 97,639
Gross profit 18,138 17,934 (204) (1.1%) 24,757
Selling, general and administrative
expenses 13,404 14,101 696 5.2% 18,204
Operating income 4,734 3,833 (900) | (19.0%) 6,553
Non-operating income 1,366 1,105 (260) | (19.1%) 1,949
Interest income 94 97 3 133
Dividend income 325 304 (20) 329
Equity in earnings of
unconsolidated affiliates 492 311 (180) 687
Other 453 391 (62) 799
Non-operating expenses 340 486 146 42.9% 478
Interest expenses 133 202 68 187
Other 206 284 77 290
Ordinary income 5,760 4,452 (1,307) | (22.7%) 8,024
Extraordinary gain 31 — (31) — 47
gain on sale of fixed assets — — - 17
gain on sale of investments in securities 29 - (29) 29
Other 1 - 1) -
Extraordinary expenses 162 244 81 50.0% 1,599
Loss on assets impairment - — — 669
Loss on disposal of fixed assets 162 215 52 224
Loss on valuation of inventories — — — 505
Prior license fee — — — 200
Other — 28 28 -
Income before income taxes and
minority interests 5,628 4,208 (1,420) | (25.2%) 6,471
Income taxes 2,226 2,276 49 2.2% 2,687
Minority interests 486 275 (211) | (43.5%) 732
Net income 2,915 1,657 (1,258) | (43.2%) 3,051




Consolidated Statements of Changes in Net Assets

April 1, 2006 through December 31, 2006

(Millions of Yen)

Shareholders’ equity

Valuation and translation adjustment

Common Ad:iizi::al Retained | Treasury shar-erﬁ::?nliers' Unariizli(z):d oz?'::f:y valu-al—tti’tt):I and |:\]At|2:::tys T:ZZL:: '
Balance at March 31, 2006 13,051 12,198 60,626] (5,641) 80,234 7,169 (81) 7,088 2,310 89,632
Changes in this period
Cash dividends paid (1,655) (1,655) (1,655)
Bonuses to directors and corporate auditors (71) (71) (M)
Net income 2,915 2915 2915
Gain from disposal of treasury stock 1 1 1
Purchase of treasury stock (20) (20) (20)
Decrease of treasury stock 12 12 12
Shareholdes equityin i peri T . .
Total changes in this period — 1 1,188 (8) 1,181 (546) 182 (364) 139 956
Balance at Dec. 31, 2006 13,051 12,199 | 61,815 (5,650) 81,415 6,622 100 6,723 2,450 90,588
April 1, 2007 through December 31, 2007 (Millions of Yen)
Shareholders’ equity Valuation and translation adjustment
Common Ad:iizi::al Retained | Treasury shar-erﬁzaitliers’ Unariiasli:d ci?'::f:y valu;r;zil and :::2:;2?; T:zzle:: '
stoo | gl | omnes | stook | Toqi ™ | cocur | tendtion | tansiation
Balance at March 31, 2007 13,051 12,200 61,951 (5,657) 81,544 6,616 305 6,921 2,734 91,200
Changes in this period
Cash dividends paid (1,655) (1,655) (1,655)
Net income 1,657 1,657 1,657
Gain from disposal of treasury stock (0) (0) (0)
Purchase of treasury stock (19) (19) (19)
Decrease of treasury stock 5 5 5
’s\lt?;r(;m:}g:rss'o;gjﬂsrirt1ht?1ri]s period (443) (25 (469) (202) (671)
Total changes in this period - (0) 1 (13) (12) (443) (25 (469) (202) (684)
Balance at Dec. 31, 2007 13051 ] 12,199 | 61953 | (5671)] 81532] 6,172 280 6,452 2,531 90,516
April 1, 2006 through March 31, 2007 (Millions of Yen)
Shareholders’ equity Valuation and translation adjustment|
Common Ad:iizi::al Retained | Treasury shar-erﬁzélltliers’ Unariias“i:d cz?':f:y valu;rt(i)tt)il and i’:ltlg ::: Isttys T:zzle:: *
stoo | Capial [ omines | stook [ Toqin ™ | cocu | tendtion | tansiation
Balance at March 31, 2006 13,051 12,198 60,626 (5,641) 80,234 7,169 (81) 7,088 2,310 89,632
Changes in this period
Cash dividends paid (1,655) (1,655) (1,655)
Bonuses to directors and corporate auditors (71) (71) 1)
Net income 3,051 3,051 3,051
Gain from disposal of treasury stock 1 1 1
Purchase of treasury stock (28) (28) (28)
Decrease of treasury stock 12 12 12
’s\lrle;r(;rr]\i?c?grs's'oéc?:ﬂ;ri;htah?s period (553) 388 (166) 424 257
Total changes in this period - 1 1,325 (15) 1,310 (553) 386 (166) 424 1,568
Balance at March 31, 2007 13,051 12,200 | 61,951 (5,657) 81,544 6,616 305 6,921 2,134 91,200




Consolidated Statements of Cash Flows

Nine months ended December 31,

20006

2007

Reference : FY 2006
April, 2006
through March, 2007

Millions of Yen

Millions of Yen

Millions of Yen

Operating Activities

Income before income taxes and minority interests 5,628 4,208 6,471
Depreciation and amortization 5,946 6,160 8,166
Loss on fixed assets impairment — — 669
Amortization of difference between investment costs and
equity in net assets acquired 134 134 178
Interest and dividend income (419) (402) (462)
Interest expenses 133 202 187
Equity in losses (earnings) of unconsolidated affiliates (492) 311) (687)
Decrease (increase) in notes and accounts receivable (6,513) (2,286) (7,831)
Decrease (increase) in inventories (1,901) (600) (1,964)
Decrease (increase) in other assets net (229) (308) (73)
Loss on valuation of inventories — — 505
Increase (decrease) in notes and accounts payable 5175 2,722 6,350
Increase (decrease) in other liabilities 784 (712) 946
Other (1,218) (1,075) (857)
Sub-total 7,026 7,730 11,598
Interest and cash dividends received 708 673 925
Interest paid (136) (198) (188)
Income taxes paid (3,429) (2,316) (3,376)
Other 150 139 330
Net cash provided by operating activities 4,319 6,027 9,289
Investing activities
Increase (decrease) of time deposit 5,000 — 5,000
Payments for purchase of fixed assets (9,951) (6,115) (12,998)
Payments for purchase of investments in securities (2,249) (2,102) (2,950)
Payments for additional acquisition of stocks of
consolidated subsidiaries 67 - 67
Disbursements for loans (141) 1) (141)
Payments received on loans 231 92 266
Other 140 (124) 113
Net cash used in investing activities (6,902) (8,320) (10,643)
Financing Activities
Proceeds from short—term debt 682 3,157 1,277
Repayments of short—term debt (456) (2,076) (1,209)
Proceeds from long—term loans 3,298 200 4,066
Repayments of long—term loans (182) (248) (308)
Purchase of treasury stock (20) (19) (28)
Dividends paid (1,648) (1,645) (1,655)
Other (384) (498) (385)
Net cash used in financing activities 1,287 (1,130) 1,758
Effects of exchange rate changes on cash and cash
equivalents 105 (82) 122
Net increase (decrease) in cash and cash equivalents (1,189) (3,506) 527
Cash and cash equivalents at beginning of period 14,405 15,287 14,405
Proceeds from purchase of newly consolidated subsidiaries 354 — 354
Cash and cash equivalents at the end of period 13,569 11,780 15,287




Supplement Data

Trend of Each Quarter Results

Previous Fiscal Year

(Millions of Yen)

FY 2006
1Q 2Q 3Q 4Q Total
April, 2006 July, 2006 Oct., 2006 Jan., 2007 April, 2006
through through through through through

June, 2006 Sept, 2006 Dec., 2006 March, 2007 March, 2007
Net sales 28,973 28,889 32,023 32,510 122,397
Gross profit 6,025 5,585 6,527 6,618 24,757
Operating income 1,526 1,110 2,097 1,819 6,553
Ordinary income 1,880 1,431 2,447 2,263 8,024
Net income 882 820 1,212 136 3,051
Current Fiscal Year (Millions of Yen)

FY 2007 Reference:
1Q 2Q 3Q Change from
April, 2007 July, 2007 Oct., 2007
through through through 3Q in FY 2006{2Q in FY 2007

June, 2007 Sept., 2007 Dec., 2007
Net sales 31,667 31,443 35,707 11.5% 13.6%
Gross profit 6,100 5,566 6,267 (4.0%) 12.6%
Operating income 1,477 836 1,519 (27.6%) 81.5%
Ordinary income 1,987 900 1,564 (36.1%) 73.7%
Net income 1,031 (262) 887 (26.8%) —

Investment in Plant and Equipment

(Millions of Yen)

Nine months ended December 31, Reference:

2007 2006 FY 2006
Consolidated 6,710 6,908 10,468
Non—consolidated 4,370 3,467 5,004

Depreciation and Amortization

(Millions of Yen)

Nine months ended December 31, Reference:

2007 2006 FY 2006
Consolidated 6,159 5,936 8,146
Non—consolidated 4623 4,495 6,136

Research and Development Expenses

(Millions of Yen)

Nine months ended December 31, Reference:

2007 2006 FY 2006
Consolidated 3,502 3,392 4,540
Non—consolidated 3,025 2,901 3,884
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Net Sales by Product Group

Nine months ended December 31, Reference : FY 2006
2006 2007 April, 2006 through March, 2007
Millions of Yen|CompositionfMillions of Yen|Composition]Millions of Yen|Composition
Surfactants 16,886 18.8% 17,748 18.0% 22,480 18.4%
Polyurethane chemicals 22,304 24.8% 25312 25.6% 30,669 25.1%
Lipophilic high—molecular agents 20,367 22.7% 20,774  21.0% 27,714 22.6%
Hydrophilic high—molecular agents 18,594, 20.7% 22,224 22.5% 25,596 20.9%
Specialty products 10,429 11.6% 11,365 11.5% 14,137 11.5%
Total of chemical products 88,582 98.6% 97,425 98.6% 120,598 98.5%
Non—chemical products, and other 1,304 1.4% 1,392 1.4% 1,798 1.5%
Total 89,886/ 100.0% 98,818 100.0% 122,397 100.0%
Sales to Foreign Customers
Nine months ended December 31, Reference : FY 2006
2006 2007 April, 2006 through March, 2007
Millions of Yen |Ratio to net sales|] Millions of Yen |Ratio to net sales|] Millions of Yen | Ratio to net sales
Asia 14,296 15.9% 17,076 17.3% 19,842 16.2%
Only China 6,217 6.9% 8,198 8.3% 8,835 7.2%
America 6,010 6.7% 7,335 7.4% 8,618 7.1%
Other 6,877 7.6% 7,192 7.3% 9,303 7.6%
Total 27,185 30.2% 31,603 32.0% 37,764 30.9%
Notes:
1. Overseas sales refer to sales generated by the parent company or its consolidated subsidiaries outside
Japan.

2. Areas included in each country or region are determined based on their degree of proximity.
3. Main countries or regions included in the areas other than Japan.

(1) Asia: Korea, China, Indonesia, Thailand, and others

(2) America: U.S.A., Mexico, Brazil, and others

(3) Other: Australia, Europe, Middle East, and others
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