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Presentation 

 

Ogawa: At this time, we'd like to start the Life Science business briefing of AGC Inc. I'd like to act as a 
moderator. My name is Ogawa, Corporate Communications and IR Division. Let me introduce the participants 
from AGC. We have Mr. Noriyuki Komuro, the Managing Executive Officer and President of Life Science 
Company.  

First, Mr. Komuro will present the business strategy for the Life Science Company, and then we will have a 
Q&A session. We plan to end at 6:00 PM. I hope you will cooperate with us. If you have any questions, please 
use the Q&A function. I'd like to hand the microphone to Mr. Komuro. 

Komuro: Thank you very much for joining us despite your very busy schedule. Let me get started with the Life 
Science business briefing.  

Please go to the next page.  

I'm sure that you have seen this several times, but within AGC Group, as you can see here, we have Core 
businesses and Strategic businesses. We have what we call ambidextrous management. The Life Science 
Company is one of the three Strategic businesses. From the AGC Group, high growth and a high level of profits 
are expected from the Life Science Company. 
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Let's go to the next slide. Because of that, in 2023 this year in January, as you can see here, the Life Science 
Company was established. Until last year, it was within Chemicals, and it was one of the divisions. But this 
year, we have become the Life Science Company. As you can see at the bottom left, last year, Life Science 
Company sales were JPY141.8 billion. It's about JPY2 trillion as the AGC Group, so about 7% of the total sales 
is what we have in Life Science Company. 

As you can see, the number of employees globally is about 3,200. The Life Science Company, mainly, as you 
can see on the right-hand side, biopharmaceuticals using biology and the second is the small molecule 
pharmaceuticals and agrochemicals CDMO business. Those are the two major businesses that we have. The 
sales, as you can see, bio is 70% and the syntheticsmall molecule pharmaceuticals and agrochemical is about 
30%.  
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Next page.  

Starting this year, we became the Life Science Company, but as you can see on this page, in AGC, life science 
as a business has a history dating back to 1973. About 50 years ago, we started to focus on life science and 
started our business. On the left-hand side, we have the small molecules synthetic, and on the right-hand side, 
we have biopharmaceuticals.  

On the left-hand side, in synthetic pharmaceuticals in 1985, the CDMO contract development manufacturing 
organization business started. In the biopharmaceutical area in 2000, biopharmaceuticals CDMO business 
started. AGC has been in the life science business, probably you did not recognize that, but inside the company, 
we do have quite a long history. During those years, we have developed and bolstered this life science 
business.  

 

 

 

 

 

Next page.  

This is a new slide, which is not included in your materials. From now on, the strength of AGC Life Science, I 
will start talking about that.  

But before I do that, the Q1 results, which were announced recently are shown here. There were many 
questions on this, so I'd like to briefly explain the quarterly Q1 results. After the brief explanation, I'd like to 
go into the Life Science business itself, so that's why I'm showing you this slide.  
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As you can see, Q1 compared to last year, the sales were the same and operating profit was significantly down, 
and we received many questions on this point. The reason is that as you can see, the COVID-19-related special 
demand is now gone. Of course, we are offsetting that with other businesses, so the sales remained at the 
same level as FY2022. The major growth of sales came from the new US plant. Because of that, the new plant 
fixed cost is high. In terms of sales, it was up or increased, but more than that, the fixed cost was higher. That 
is the part which brings down our operating income.  

With the startup of a new plant, there were some glitches or issues. That was one of the reasons why the 
profits were down. The new plant is starting up, we are struggling with it. But in Q2 and onwards, we expect 
to make improvements, and if the startup goes well from now on, for one year this year, if you look at the full 
year, probably we would see not a major change. The full-year forecast for this year is not changed at this 
moment.  

Now, let me talk about the strength of AGC Group.  

 

 

 

 

 

 

 

Next page, please.  
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The biggest characteristics that we have, or the strength is, as you can see here, in US, Europe, and Japan, in 
three regions, we have 10 sites. In those sites, we have high level of services that we are providing at the same 
time. In those three regions, what we are showing, you see the list of plants and factories. Originally, in the 
area of biopharmaceuticals, the microbiome business was what we had.  

Then the mammalian technology was acquired, and then gene and cell therapy were acquired. For those 
M&As, we gained the technologies, and we apply those technologies to other areas. More specifically, in 2017, 
we acquired CMC, and the mammalian technology that we obtained was applied to Chiba, in Japan. In Milan, 
we have acquired the gene and cell therapy technology, and now, this is applied in Longmont, the United 
States. In Yokohama, we are planning the next plant. The new modalities, high growth modalities are the ones 
that we acquire and quickly deploy to different regions or different sites in the world. Basically, that is our 
growth strategy.  

 

Next page, please.  

This is our strategy. We have a flexible production system. In order for you to understand this, it will require 
a basic explanation. At the bottom right, if you look at the increase of the number of projects, this shows the 
process of pharmaceutical development. Starting with the preclinical and going through Phase I, II, and III, and 
then getting the approval from the regulator and go to the commercial stage.  

Naturally, as you progress in the process, the required volume of the pharmaceuticals will increase and also 
the quality management level will also get higher. As it says here, at the top point, the synthetic 
pharmaceuticals at the beginning, early stage, the volume of manufacturing is at the low level, so we'll focus 
on that, so small scale bio-facilities are necessary. Then after the approval, this would be delivered to the 
patients in the world. For that, we need a bigger facility. From the small scale to the scale reactors, we have 
all of them.  

It's the same for biopharmaceuticals as well. Initial phase towards the middle, we have these single-use bags. 
Those will be small bioreactors.  
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That means after each use, you only need to clean and reuse, but now the single-use bags are only used once. 
It allows for a lot of small batch production. We have a great capacity. We are at the second part of single-use 
bags biopharmaceuticals. The largest one we have is China. But if you look at the Europe, we are the first. We 
have a new facility in Copenhagen. We are by far the largest in that area. We are still number two, but we're 
much ahead of number three. If we look at the middle chart in the bottom, you can think that now we can 
start with the early phase development and commercial. After late stage have taken place, they would be in 
larger production batches, and we have SUS in US. We are able to meet those different needs and different 
scales of production, and that's our advantage.  

 

Next, please. Particularly, we are building our track record with the commercial and enlarged by 
pharmaceutical businesses, and you can see that here.  

The second chart, there will be more stringent requirements in the quality, once you are that late stage and 
commercial. The level of trust and confidence our customers are requiring. That also leads to more contrast 
given to us, so there is this virtuous cycle running.  

On the right-hand side, because of that, and as I said earlier, once we go to a later phase and go to production, 
we are now having a larger percentage of commercial phase production. It's different from the early-stage 
development movement, because a certain percentage would not advance in the early-stage. That means we 
have certainty and more duration of each and every contract as we have more from a later stage or 
commercial phase. 
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In particularly with regards to small molecule with an environment conservation, Ecovadis gave us very high 
rating. This indicate that we are the outstanding environmentally friendly supplier. 

 

Next slide, please.  

We have a flexible production system, and with our good track record, we are getting additional orders. Also, 
as a CDMO, we are focused on a sustainable business as well. Let's look at the business environment. Earlier, 
I touched upon this. But once again, I'd like to talk about our recent business environment briefly. What you 
see on this slide, the COVID-19-related special demand is now gone, and bottom right, our life science sales 
trend is showing the non-COVID-19 and COVID-19 breakdown. Until last year, as you can see here, the COVID-
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19-related special demand was what we had. But this year, there are some remaining, but it's almost gone. 
We are offsetting this with non-COVID-19 growth.  

What we expect here is as follows. As you can see on the left-hand side, what we do is the synthetic 
pharmaceutical and biopharmaceutical and the gene and cell therapies. Those three areas that we focus upon. 
With or without the COVID-19, in coming years, we expect those three to continue to grow. As you can see, 
that is our expectation.  

 

The capacity that we have right now and track record, and with that, we'd like to continue to expand our 
businesses. However, having said that, in the long run or medium term, that is what we expect. But in the 
short term, currently, the biotech investment inflow has been slowing down. As you can see at the bottom on 
the left shown in red, stock prices have been at low level.  

From the customers, the funding difficulties are mentioned. In comparison to the plan that they had, there 
have been some delays or adjustments. For example, out of five projects, they are reducing it to three projects. 
We are starting to see such phenomena. As I said, for this year, the impact of that is something that we are 
watching very closely, and we have to be very careful about that.  
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Next page.  

Now, I'd like to talk about future business and growth. As I mentioned earlier, in each business area, we expect 
growth. For that, we are taking those measures. First of all, starting with synthetic pharmaceuticals. In this 
area, our position is that rather than market share, we are in the niche area, so we want to make sure that 
we can utilize our strength to expand our businesses. That is our basic way of thinking. But still, gradually, 
pharmaceuticals are becoming more advanced and structurally complex and difficult. Because of that, as you 
can see here, increasing the expansion in 2020 to about 10x or 1.3x in Spain, 1.5x in Fukui Japan, gradually 
and steadily, we are going into the areas that require high level of technologies.  
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Next page. 

For biopharma, again, as I mentioned, we are focusing on our three regions. We are now trying to expand the 
biopharmaceutical CDMO capacity in Japan. Particularly as we showed earlier, we have the CAGR, which is 
large for gene and cell therapy. After we acquired Milan, we also have a long month in the United States; 
that's one site we have there. We are intending to add another site in Japan, in Yokohama. Currently, we are 
setting that possibility.  
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The next slide is just for your information. We are considering for gene and cell therapy and then for new 
fields and new technologies in Yokohama site. As one example, we are focusing on the possibility of exosome 
CDMO. We are actually beginning this already. For our strategy, with regards to growth, we are trying to 
introduce new services that have a large growth potential, and that will be rolled out globally. That's our basic 
strategy. One example is this using exosome pharmaceuticals, once the market has right to size, we can roll 
out that operations globally.  

Next, please.  
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This is the summary chart of what I've already introduced. I won't be able to go into every detail here on this 
chart. For example, if you look at number two, this is about getting JPY200 billion in sales. The investment 
necessary has already been added. With the existing capacity, we are very well capable of getting to sales of 
JPY200 billion. For further growth, we will have to add to this. As you can see, from 2024 and onwards, we are 
considering further capacity expansion as well as M&A.  

Next slide, please.  

Based on what I've already explained, by 2030, we are trying to achieve sales of JPY400 billion. We believe 
that it's very doable.  
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I talked about this JPY400 billion in sales, and that's really based on the blue part of the charts, strengthening 
and expansion of existing businesses. We are also trying to now look at new domains. That's the top part. It's 
not just pharmaceutical CDMO, but other areas. We are currently only in the blue part, but we would think 
about further upstream and downstream or more actual drug products.  

That concludes my brief presentation. Thank you very much for your kind attention. 

[END]  

           

                        

                                                                                                                     

                                                                                                        

                                     

                                        

               
           

                            
                      

                                    

                       

                                           

                                           

                                             

                                             

                                         

                                          


