
8-Year Financial Summary

Chugai Pharmaceutical Co., Ltd. and Consolidated Subsidiaries/Years ended December 31

International Financial 
Reporting Standards (IFRS)

2019 2018 2017 2016

IFRS Core1 IFRS Core IFRS Core IFRS Core

Results

 Revenues2 686.2 579.8 534.2 491.8 

  Sales 588.9 527.8 499.3 472.7 

   Royalties and other operating 
income 97.3 51.9 34.9 19.1 

 Cost of sales (266.1) (265.1) (262.8) (261.9) (254.2) (252.9) (247.9) (246.7)

 Operating expenses (209.5) (196.2) (192.6) (187.6) (181.1) (178.1) (167.0) (164.5)

   Marketing and distribution (77.2) (73.5) (73.7) (73.7) (72.8) (72.8) (69.8) (69.8)

   Research and development (107.9) (102.1) (99.2) (94.2) (92.9) (88.9) (85.0) (82.6)

   General and administration (24.4) (20.6) (19.7) (19.7) (15.3) (16.3) (12.2) (12.1)

 Operating profit 210.6 224.9 124.3 130.3 98.9 103.2 76.9 80.6 

 Profit before taxes 207.9 222.2 121.4 127.5 97.0 101.3 74.4 78.1 

 Net income 157.6 167.6 93.1 97.3 73.5 76.7 54.4 56.8 

   Attributable to Chugai 
shareholders 157.6 167.6 92.5 96.7 72.7 75.9 53.6 56.1 

 Core EPS (Yen) — 305.80 — 176.42 — 138.68 — 102.50 

  Cash dividends per share (Yen) 140 86 62 52

 Core payout ratio — 45.8% — 48.7% — 44.7% — 50.7%

Financial Position

 Net operating assets 547.0 505.3 440.2 431.1 

 Total assets 1,058.9 919.5 852.5 806.3 

 Total liabilities (204.9) (163.0) (159.6) (159.8)

 Total net assets 854.0 756.5 692.9 646.5 

  Investments in property, plant 
and equipment 54.0 71.8 34.3 19.4 

 Depreciation 17.8 14.6 14.5 14.8 

Main Indicators

 Cost to sales ratio 45.2% 45.0% 49.8% 49.6% 50.9% 50.7% 52.4% 52.2%

 Ratio of operating profit to revenues 30.7% 32.8% 21.4% 22.5% 18.5% 19.3% 15.6% 16.4%

  Ratio of research and development 
expenditures to revenues 15.7% 14.9% 17.1% 16.2% 17.4% 16.6% 17.3% 16.8%

  Core return on invested capital 
(Core ROIC)3,4 30.1% 31.9% 20.3% 21.2% 17.3% 18.1% — 14.6%

  Ratio of net income to equity 
attributable to Chugai shareholders 
(ROE)5 19.6% — 12.8% — 10.9% — 8.4% —

  Ratio of profit before taxes to 
total assets (ROA)6 21.0% — 13.7% — 11.7% — 9.3% —

  Equity per share attributable to Chugai 
shareholders (BPS) (Yen) 1,559.72 — 1,381.26 — 1,265.46 — 1,181.67 —

  Ratio of equity attributable to 
Chugai shareholders 80.6% — 82.2% — 81.2% — 80.1% —

 Number of employees 7,394 7,432 7,372 7,245

1.  Core basis results are the results after adjusting non-Core items to IFRS basis results. Core basis results are used by Chugai as internal performance indicators, for representing 
recurring profit trends both internally and externally, and as indices for establishing profit distributions such as returns to shareholders.

2. Revenues do not include consumption tax.
3. Core ROIC = Core net operating profit after taxes / Net operating assets (Core ROIC is calculated by using Core income taxes)
4. ROIC = Net operating profit after taxes / Net operating assets (Net operating profit after taxes = Operating profit – Income taxes)
5.  Ratio of net income to equity attributable to Chugai shareholders (ROE) = Net income attributable to Chugai shareholders / Capital and reserves attributable to Chugai 

shareholders (average of beginning and end of fiscal year)
6.  Ratio of profit before taxes to total assets (ROA) = Profit before taxes / Total assets (average of beginning and end of fiscal year)
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 (Billions of yen)

2015 2014 2013 2012

IFRS Core IFRS Core IFRS Core IFRS Core

498.8 461.1 423.7 386.6 

468.4 436.9 401.3 375.2 

30.4 24.2 22.4 11.3 

(240.2) (238.9) (218.1) (217.0) (187.0) (186.1) (168.2) (167.3)

(171.8) (169.3) (167.2) (166.8) (157.9) (157.7) (143.7) (143.7)

(74.8) (74.7) (71.7) (71.7) (71.6) (71.5) (67.9) (67.9)

(83.8) (81.9) (80.8) (80.6) (74.3) (74.1) (66.6) (66.6)

(13.2) (12.8) (14.6) (14.6) (12.1) (12.1) (9.2) (9.2)

86.8 90.7 75.9 77.3 78.7 79.9 74.7 75.6 

87.3 91.2 76.2 77.6 76.9 78.1 72.7 73.6 

62.4 64.9 52.1 53.0 51.9 52.6 46.8 47.4 

61.1 63.7 51.0 51.9 50.9 51.6 46.1 46.6 

— 116.42 — 95.04 — 94.69 — 85.64

58 48 45 40

— 49.8% — 50.5% — 47.5% — 46.7%

380.4 357.7 325.2 307.9 

787.4 739.5 697.2 645.3 

(160.1) (141.8) (124.0) (116.2)

627.3 597.8 573.2 529.2 

28.7 16.3 13.0 14.2 

14.0 13.7 13.5 13.3 

51.3% 51.0% 49.9% 49.7% 46.6% 46.4% 44.8% 44.6%

17.4% 18.2% 16.5% 16.8% 18.6% 18.9% 19.3% 19.6%

16.8% 16.4% 17.5% 17.5% 17.5% 17.5% 17.2% 17.2%

— — — — — — — —

10.0% — 8.7% — 9.3% — 9.0% —

11.4% — 10.6% — 11.5% — 11.8% —

1,146.17 — 1,092.90 — 1,049.47 — 970.08 —

79.5% — 80.6% — 82.0% — 81.8% —

7,169 7,023 6,872 6,836 

 

 (Billions of yen)

Japanese GAAP
2012

Results

 Revenues1 391.2

  Sales 375.2

   Other operating 
revenues 16.0

 Cost of sales 167.7

  Selling, general and 
administrative expenses 147.1

   Marketing and 
distribution expenses 92.0

   Research and 
development 
expenditures 55.1

 Operating income 76.4

 Net income (loss) 48.2

  Net income per share 
(basic) (Yen) 88.58

  Net income per share 
(diluted) (Yen) 88.54

  Cash dividends per share 
(Yen) 40

 Payout ratio 45.2%

Financial Position

 Total assets 587.7

 Total net assets2 490.1

 Capital investments 14.2

  Depreciation and 
amortization 15.3

Main Indicators

  Cost to sales ratio 44.7%

  Ratio of operating income 
to revenues 19.5%

  Ratio of research and 
development 
expenditures to revenues 14.1%

 Return on equity3 10.2%

 Return on assets4 8.6%

  Net assets per share 
(Yen) 896.02

  Shareholders’ equity to 
total assets 83.0%

 Number of employees 6,836

1. Revenues do not include consumption tax.
2. Net assets include minority interests.
3.  Return on equity = Net income / Shareholders’ 

equity (average of beginning and end of fiscal 
year)

4.  Return on assets = Net income / Total assets 
(average of beginning and end of fiscal year)

Data Section
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 (Billions of yen)

2017 2018 2019 2018/2019
Change

Revenues 534.2 579.8 686.2 +18.4%

 Sales 499.3 527.8 588.9 +11.6%

  Royalties and other operating income 
 (ROOI) 34.9 51.9 97.3 +87.5%

●  Revenues exceeded the level of the previous year because of strong sales in Japan of 
mainstay products and new products Hemlibra and Tecentriq, and increases in ROOI and 
exports to Roche.

●  ROOI increased year on year due to a significant increase in royalty and profit-sharing income 
associated with Hemlibra.

●  Overseas revenues increased steadily with the growth of global products from Chugai research.

Domestic Sales by Area (Billions of yen)

2017 2018 2019 2018/2019
Change

Domestic sales 405.3 399.9 437.6 +9.4%

 Oncology 225.9 225.7 240.5 +6.6%

 Bone and joint diseases 93.3 100.5 108.4 +7.9%

 Renal diseases 39.3 36.3 34.6 -4.7%

 Others 46.8 37.5 54.1 +44.3%

●  Domestic sales increased 9.4 percent year on year in 2019, led by firm sales of new and 
mainstay products in the oncology area, mainstay products in the bone and joint diseases 
area, and new products in other areas.

●  We maintained our number-one share in the mainstay domestic oncology market (16.4 
percent)*. Strong sales of mainstay product Perjeta and new product Tecentriq more than 
offset a decrease in sales of Rituxan and other products mainly due to the impact of 
biosimilars and generics.

●  In the bone and joint diseases area, sales of mainstay products such as Actemra and Edirol 
were firm.

●  In the others area, sales increased due to firm sales of new product Hemlibra.

*  Copyright © 2020 IQVIA.
Source: JPM 2019. Reprinted with permission. The scope of the market is defined by Chugai.

Chugai’s Mission is to dedicate itself to 
adding value by creating and delivering 
innovative products and services for the 
medical community and human health 
around the world based on its strategic 
alliance with Roche. Aiming at becoming a 
top innovator for advanced and sustainable 
patient-centric healthcare, we set up our 
fundamental management policy of growing 
together with society. To achieve our goal, 
we have leveraged our close relationship 
with Roche and built systems capable of 
efficiently and continuously developing and 

launching new drugs. Refining our strengths 
has also contributed to achieving innovation 
that has enabled us to create state-of-the-art 
drug discovery technology and maintain the 
top share of the domestic oncology area.

In mid-term business plan IBI 21, we aim to 
accelerate the growth of society and the 
Company through innovation focusing on 
the creation of innovative new drugs, with 
Core EPS CAGR over three years as a 
quantitative target. In light of favorable 
performance in the initial year of IBI 21, 

including strong sales of in-house global 
products, Chugai revised its target of Core 
EPS CAGR from the high single digits (based 
on constant exchange rates) to around 30 
percent (based on constant exchange rates 
and assuming no stock split). In addition, 
after taking into account future investment 
opportunities and funding plans, Chugai 
changed its dividend policy from a target 
Core EPS payout ratio of 50 percent on 
average to 45 percent on average to 
maintain its policy of a stable allocation 
of profit.

(Billions of yen)
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Management Policy

Overview of Results

Revenues

Management’s Discussion and Analysis
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Overseas Sales (Billions of yen)

2017 2018 2019 2018/2019
Change

Overseas sales 94.0 127.9 151.3 +18.3%

 Actemra (exports to Roche) 59.4 78.7 86.5 +9.9%

 Alecensa (exports to Roche) 13.9 28.9 44.6 +54.3%

●  Overseas sales increased year on year. Contributing factors included solid sales of Actemra 
due to increased prescriptions for giant cell arteritis and continued market penetration of the 
subcutaneous formulation, and increased exports of Alecensa to Roche due to significant 
penetration of the first-line market in Europe.

 (Billions of yen)

2017 2018 2019 2018/2019
Change

Cost of sales (252.9) (261.9) (265.1) +1.2%

 Cost to sales ratio 50.7% 49.6% 45.0% -4.6% pts

●  The cost to sales ratio decreased year on year in 2019, mainly because Chugai products, 
which have a lower cost to sales ratio than products in-licensed from Roche, accounted for a 
higher percentage of the sales mix.

(Billions of yen) (%)

Cost of Sales/Cost to Sales Ratio
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Cost of Sales (Core basis)

 (Billions of yen)

2017 2018 2019 2018/2019
Change

Total operating expenses (178.1) (187.6) (196.2) +4.6%

 Marketing and distribution expenses (72.8) (73.7) (73.5) -0.3%

 R&D expenditures (88.9) (94.2) (102.1) +8.4%

 General and administration expenses (16.3) (19.7) (20.6) +4.6%

●  The year-on-year growth rate for total operating expenses in 2019 was significantly lower than 
the growth rate for revenues.

●  R&D expenditures increased year on year due to factors including the progress of 
development projects.

●  General and administration expenses increased year on year due mainly to an increase in the 
enterprise tax (pro forma standard taxation).

(Billions of yen) (%)
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Operating Expenses (Marketing and Distribution Expenses, 
R&D Expenditures and General and Administration Expenses) (Core Basis)

 (Billions of yen)

2017 2018 2019 2018/2019
Change

Operating profit 103.2 130.3 224.9 +72.6%

Ratio of operating profit to revenues 19.3% 22.5% 32.8% +10.3% pts

Net income 76.7 97.3 167.6 +72.3%

Net income attributable to Chugai 
   shareholders 75.9 96.7 167.6 +73.3%

●   Operating profit and net income in 2019 increased substantially year on year with an increase 
in ROOI due to Hemlibra and lower cost of sales due to the higher percentage of Chugai 
products in the sales mix, which increased the ratio of operating profit to revenues significantly.

(Billions of yen) (%)

Operating Profit/
Ratio of Operating Profit to Revenues
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Data Section
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 (Billions of yen)

2017 2018 2019 2018/2019
Change

Net working capital 250.7 235.1 237.2 +0.9%

Long-term net operating assets 189.5 270.1 309.8 +14.7%

Net operating assets (NOA) 440.2 505.3 547.0 +8.3%

●  Long-term net operating assets increased from the end of the previous year due to an increase 
in property, plant and equipment resulting mainly from investment in Chugai Life Science Park 
Yokohama and an increase in right-of-use assets due to the application of IFRS 16 “Leases.”

●  NOA as of December 31, 2019 increased from the end of the previous year due to 
investments for the future.

 (Billions of yen)

2017 2018 2019 2018/2019
Change

Net operating assets (NOA) 440.2 505.3 547.0 +8.3%

Net cash 242.8 249.2 333.1 +33.7%

Other non-operating assets – net 9.9 2.1 (26.1) —

Total net assets 692.9 756.5 854.0 +12.9%

●  Total net assets at December 31, 2019 increased from a year earlier due to factors including an 
increase in property plant and equipment resulting from investment in Chugai Life Science Park 
Yokohama and an increase in net cash.

●  Our ability to generate cash is continuously increasing, and net cash exceeded ¥300 billion as 
of December 31, 2019. In anticipation of an increasingly challenging business environment, we 
will consider and implement flexible and focused strategic investments to generate value in 
our businesses through the creation of new digital and life science technologies.

■ Assets, Liabilities and Net Assets

In conjunction with its decision to apply IFRS from 2013, Chugai has reorganized the consolidated balance sheets and discloses 
assets and liabilities including net operating assets for use as internal performance indicators (Roche discloses the same 
indicators). No items have been excluded from the IFRS balance sheet, as the Core basis results concept only applies to the 
income statement.

Net Operating Assets
(Billions of yen)
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Profitability Indicators

Financial Position

NOA are the total of net working capital and long-term 
net operating assets. Net working capital is composed 
of accounts receivable, inventories, accounts payable 
and other payables and receivables. Long-term net 
operating assets are composed of property, plant and 
equipment, intangible assets, and other items.

2017 2018 2019 2018/2019
Change

Gross profit to revenues (%) (Core) 52.7 54.8 61.4 +6.6% pts

Operating profit to revenues (%) (Core) 19.3 22.5 32.8 +10.3% pts

Ratio of profit before taxes to total assets 
 (ROA) (%) (IFRS) 8.9 10.5 15.8 +5.3% pts

Ratio of net income attributable to Chugai 
 shareholders (ROE) (%) (IFRS) 10.9 12.8 19.6 +6.8% pts

Core return on invested capital (Core ROIC) (%) 18.1 21.2 31.9 +10.7% pts

1. ROA = Net income attributable to Chugai shareholders / Total assets 
2. ROE = Net income attributable to Chugai shareholders / Capital and reserves attributable to Chugai shareholders
3.  Core ROIC = Core net operating profit after taxes / Net operating assets (Core ROIC is calculated by using Core 

income taxes)

●  While net operating assets (NOA) increased significantly due to aggressive strategic 
investments such as Chugai Life Science Park Yokohama, Core ROIC rose steadily due to 
growth in Core net operating profit after taxes. 
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 (Billions of yen)

2017 2018 2019 2018/2019
Change

Total assets 852.5 919.5 1,058.9 +15.2%

Total liabilities (159.6) (163.0) (204.9) +25.7%

●  The Group began applying IFRS 16 “Leases” from 2019. As a result, leased assets totaling 
¥15.2 billion, including right-of-use assets and lease receivables, and lease liabilities totaling 
¥14.6 billion were recognized on the balance sheet as of January 1, 2019.

(Billions of yen)
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Financial Position Indicators

2017 2018 2019 2018/2019
Change

Ratio of equity attributable to 
   Chugai shareholders (%)

81.2 82.2 80.6 -1.6% pts

Cash conversion cycle (months) 9.7 9.1 8.3 -0.8 months

Net cash turnover period (months) 5.5 5.2 5.8 +0.6 months

Current ratio (%) 487.5 443.8 390.3 -53.5% pts

Debt-to-equity ratio (%) 0.0 0.0 0.0 —

Notes: 1.  Ratio of equity attributable to Chugai shareholders = Capital and reserves attributable to Chugai shareholders 
(fiscal year-end) / Total assets (fiscal year-end)

 2.  Cash conversion cycle = [Trade accounts receivable / Sales + (Inventories – Trade accounts payable) / Cost of 
sales] x Months passed

 3. Net cash turnover period = Net cash / Revenues x Months passed
 4. Current ratio = Current assets (fiscal year-end) / Current liabilities (fiscal year-end)
 5.  Debt-to-equity ratio = Interest-bearing debt (fiscal year-end) / Capital and reserves attributable to Chugai 

shareholders (fiscal year-end)
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■ Cash Flows

In conjunction with its decision to apply IFRS from 2013, Chugai has reorganized the consolidated statements of cash flows and 
uses free cash flows as internal performance indicators (Roche discloses the same indicators). No items have been excluded from 
cash flows, as the Core basis results concept only applies to the income statement.

 (Billions of yen)

2017 2018 2019 2018/2019
Change

Movement of Free Cash Flows

 Operating profit 98.9 124.3 210.6 +69.4%

  Operating profit, net of operating cash 
   adjustment 121.0 147.4 245.2 +66.4%

 Operating free cash flow 91.0 74.3 181.4 +144.1%

 Free cash flow 64.7 43.7 142.6 +226.3%

 Net increase/decrease in cash 37.9 6.4 83.9 13.1 times

Consolidated Statement of Cash Flows

 Cash flows from operating activities 107.6 119.1 206.6 +73.5%

 Cash flows from investing activities (36.7) (74.1) (81.7) +10.3%

 Cash flows from financing activities (29.6) (35.0) (66.9) +91.1%

 Net increase in cash and cash equivalents 43.7 7.8 57.0 +630.8%

 Cash and cash equivalents at end of year 139.1 146.9 203.9 +38.8%

Operating free cash flow

●   Operating profit, net of operating cash adjustment, is calculated by adjusting for depreciation 
and other items that are included in operating profit but are not accompanied by cash inflows 
or outflows and all inflows and outflows related to net operating assets (NOA) that are not 
accompanied by profit or loss.
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Major Capital Investments  – Current and Planned

(Chugai Pharmaceutical Co., Ltd.)

Facilities (Location) Description

Planned investment 
(Billions of yen) Fund-raising 

method
Start of

construction
Planned transfer/
completion dateTotal 

amount
Investment 

to date

Chugai Life Science Park 
Yokohama
(Totsuka-ku, Yokohama, 
Kanagawa)

Pharmaceutical research 127.3 22.9 Self-financing June 2019 August 2022

Fujieda Plant
(Fujieda, Shizuoka)

Small and middle molecule API 
manufacturing 18.2 9.0 Self-financing May 2019 March 2022

Ukima Research
Laboratories
(Kita-ku, Tokyo)

Construction of a new synthetic 
research building for strengthening the 
process development function of small 
and middle molecule APIs

4.5 3.1 Self-financing May 2018 January 2020

 (Billions of yen)

2017 2018 2019 2018/2019
Change

Investments in property, plant and 
   equipment

34.3 71.8 54.0 -24.8%

Depreciation 14.5 14.6 17.8 +21.9%

●   Capital investments in 2019 included investment in Chugai Life Science Park Yokohama and 
investments in manufacturing facilities at the Fujieda Plant.

●   Chugai plans to make capital investments of ¥72.5 billion during 2020, consisting primarily of 
new investment in the main facilities below, and expects depreciation to total ¥21.0 billion.

Capital Investments

(Billions of yen)
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Investments in property, plant 
and equipment
Depreciation

●   Operating free cash flow amounted to a net inflow of ¥181.4 billion due to factors including a 
significant increase in operating profit, despite expenditures of ¥61.2 billion for the purchase of 
property, plant and equipment and intangible assets. Purchase of property, plant and 
equipment included investment in Chugai Life Science Park Yokohama.

●   With the application of IFRS 16 “Leases,” operating free cash flow includes expenditures of 
¥8.9 billion for lease liabilities paid.

Free cash flow (FCF)

●   Free cash flow increased year on year after subtracting expenditures including income taxes 
paid of ¥34.8 billion, settlement for transfer pricing taxation of ¥3.1 billion, and payments made 
for defined benefit plans of ¥11.5 billion.

●   Net cash as of December 31, 2019, after subtracting expenditures including dividends paid of 
¥56.4 billion and purchase of non-controlling interests of ¥2.3 billion, increased ¥83.9 billion 
compared with the end of the previous year to ¥333.1 billion.

(Billions of yen)
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For 2020, Chugai assumes exchange rates of ¥110/CHF, ¥121/EUR, ¥107/USD and ¥80/SGD.

Outlook for 2020

Forecast Assumptions
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After taking strategic funding needs and the results forecast into account, Chugai has changed from a target Core EPS payout 
ratio of 50 percent on average to 45 percent on average to provide for stable allocation of profit to all shareholders. Internal 
reserves will be used to increase corporate value through investments for further growth in existing strategic areas and to explore 
future business opportunities.

 (Yen)

2017 2018 2019 2020
Forecast

Basic net income per share (EPS) 133.04 169.08 287.84 ―
Core EPS 138.68 176.42 305.80   122.00＊

Equity per share attributable to Chugai 
   shareholders (BPS) 1,265.46 1,381.26 1,559.72 ―
Cash dividends per share 62 86 140 ―
Core payout ratio 44.7% 48.7% 45.8% 41.0%

Core payout ratio (five-year average) 48.4% 48.6% 47.4% 45.0%

●   Cash dividends per share for 2019 totaled ¥140, and the five-year average Core EPS payout 
ratio was 47.4 percent. 

●   On January 21, 2020, the Board of Directors resolved to implement a three-for-one split of the 
common stock of Chugai Pharmaceutical Co., Ltd effective July 1, 2020.

●   The dividend forecast for the year ending December 31, 2020 is ¥75 per share at the end of 
the second quarter, prior to the stock split, and ¥25 per share at the end of the year, after the 
stock split. When calculated assuming no stock split, dividends per share for the year would 
be ¥150.

Note:  The forecast presented for Core EPS for 2020 is the amount following the planned stock split. When calculated 
assuming no stock split, Core EPS would be ¥366.00.

Fundamental Profit Distribution Policy and Dividends

(Yen) (%)

Dividends per Share/Core Payout Ratio
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 (Billions of yen)

2018 2019 2020
Forecast

2019/2020
Change

Revenues 579.8 686.2 740.0 +7.8%

　Sales 527.8 588.9 580.0 -1.5%

 Domestic 399.9 437.6 411.6 -5.9%

 Overseas 127.9 151.3 168.4 +11.3%

Royalties and other operating income (ROOI) 51.9 97.3 160.0 +64.4%

 Royalty and profit-sharing income 24.1 76.5 141.0 +84.3%

 Other operating income 27.9 20.8 19.0 -8.7%

Core operating profit 130.3 224.9 275.0 +22.3%

Core EPS (Yen) 176.42 305.80     122.001 —1 

●   Despite expected sales growth from new products including Tecentriq and Hemlibra, domestic 
sales are forecast to decrease compared with 2019 due to the effect of NHI drug price 
revisions and competing products including generics.

●   Overseas sales are forecast to increase, mainly due to the start of Hemlibra exports to Roche 
at the regular shipment price.

●   ROOI is forecast to increase substantially because royalties and profit-sharing income are 
expected to increase, primarily in connection with Hemlibra. Other operating income is also 
expected to decrease due to factors including a decrease in one-time income.

●   The cost to sales ratio is forecast to decrease because the share of products from Chugai 
research in the product mix in Japan and overseas will continue to increase and Hemlibra 
exports to Roche at the regular shipment price will begin. These factors should more than 
offset any negative impact from NHI price revisions.

●   We expect operating expenses to increase overall due mainly to an increase in research and 
development activity, including the progress of development projects and related expenses to 
produce investigational drugs.

●   We forecast that Core operating profit and Core EPS will increase despite the expected 
decrease in domestic sales, mainly as a result of growth in exports of Hemlibra to Roche, 
increased royalty income, and the lower cost of sales.

Results Forecast (Core Basis)

(Yen)

Core EPS2
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1.  The forecast presented for Core EPS for 2020 is the 
amount following the stock split effective July 1, 2020. 
When calculated assuming no stock split, Core EPS 
would be ¥366.00 (an increase of 19.7% year on 
year). Because of the planned stock split, no figure is 
presented for change in Core EPS.

2.  Core EPS = Core net income attributable to Chugai 
shareholders / Diluted weighted average shares 
outstanding
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Chugai’s corporate performance is subject to material 
impact from a range of possible future events. Below, 
we list what we consider the principal sources of 
risk to our business operations. We recognize the 
possibility of these risk events actually occurring, and 
have prepared policies to forestall such events and 
take appropriate measures when they do occur.

The categories of future risks identified in this 
section are based on assessments made by Chugai 
Pharmaceutical on a consolidated basis as of 
December 31, 2019.

1. Potential Risks in Management Strategy
1) New Product Research and Development
With the aim of becoming a top innovator for advanced 
and sustainable patient-centric healthcare, Chugai 
aggressively pursues research and development in 
Japan and overseas. Powered by our unique strength 
in science and technology, our development pipeline 
is well stocked, especially in the field of oncology. 
However, in recent years intensifying competition in 
R&D has made the creation of new drugs more 
challenging, and R&D expenses have increased 
significantly. Therefore, bringing all drug candidates 
smoothly through to the market from the development 
stage may not be possible, and we expect to have to 
abandon development in some cases. This could have 
a material impact on business performance, depending 
on the drug candidate.

2) Changes in Product Environments
In recent years, there have been rapid technological 
advancements in the pharmaceutical industry, and 
Chugai faces fierce competition from pharmaceutical 
companies in Japan and overseas. Competing products, 
generics and biosimilars are penetrating the market, 
and therapeutic modalities including regenerative 
medicine, cellular and genomic therapies, therapeutic 
nucleic acids, and digital therapies are evolving 
beyond the scope of conventional drugs. Moreover, 
the emergence of a digital oligopoly brought on by the 
entry of IT platform providers into the healthcare 
industry is engendering new technologies and threats 
in life science and digital markets. The competitive 
environment in the healthcare industry is therefore 
changing rapidly. Changes in the environment 
surrounding the Group’s products that exceed the 
Group’s expectations, such as the emergence of 
new technologies and treatment modalities that 
significantly alter the treatment of diseases targeted 
by Chugai’s drugs and development candidates could 
have a material impact on business performance.

3) Healthcare System Reform
Japan and other countries are strengthening 
measures to reduce drug prices as issues such as 
aging populations and surging healthcare costs put 
strains on their finances. Steadily growing pressure to 
curb healthcare costs is particularly apparent in Japan, 
where the government is holding meetings on social 
security reform to discuss the benefits and premiums 
of Japan’s universal healthcare insurance system. 
Value-based healthcare will continue to advance as 
the trend toward pursuing only solutions that offer 
true value for patients gains momentum. Healthcare 
system reforms and market trends in countries 
around the world may have a material impact on 
business performance, including reduced revenues 
due to drug price reductions, restricted access to 
drugs and increased expenses for demonstrating the 
value of drugs including healthcare economics.

4) Strategic Alliance with Roche
Under its strategic alliance with Roche, Chugai is the 
only pharmaceutical partner of Roche in the Japanese 
market and has granted Roche first refusal rights with 
respect to Chugai’s products in global markets outside 
Japan, excluding South Korea and Taiwan. Consequently, 
Chugai has in-licensed and out-licensed many products 
and projects from and to Roche. Changes in Chugai’s 
strategic alliance with Roche for any reason could 
have a material impact on business performance.

2. Operational Risks
1) Side Effects
Pharmaceutical products and medical devices are 
approved by regulatory authorities in each country 
after strict review. However, because of the 
characteristics of the products, it is difficult to 
completely prevent adverse outcomes such as side 
effects from their use even if all possible safety 
measures are taken. The Group monitors drug safety. 
However, in cases where side effects occur, particularly 
newly discovered serious side effects, in addition to 
publishing precautions, the Group may have to terminate 
sales and recall products, which could have a material 
impact on business performance.

2) Intellectual Property Rights
Chugai recognizes that it applies intellectual property 
rights in pursuing its business activities, and takes 
care to distinguish its own proprietary intellectual 
property rights and licensing arrangements 
recognized under law. However, the possibility 
remains of unintentional infringement on third-party 
intellectual property rights. Major disputes involving 
intellectual property rights associated with our 
business could have outcomes that have a material 
impact on business performance, including the 
suspension of production and sale, or expenses for 
countermeasures.

3) International Business Activities
Chugai actively conducts international operations 
including overseas marketing and research and 
development, and export and import of bulk drug 
products. These business activities expose Chugai to 
risks associated with legal and regulatory changes, 
political instability, economic uncertainty, local labor-
management relations, changes in and diverse 
interpretations of systems of taxation, changes in 
foreign currency markets, differences in commercial 
practices and other issues. Compliance and other 
problems arising from these issues could have a 
material impact on business performance.

4)  Information Technology Security and 
Information Control

Chugai makes full use of a wide range of information 
technology systems in its business activities. 
Consequently, its operations may be disrupted due 
to negligence or willful misconduct among employees 
or service providers, or by system malfunctions 
caused by cyberattacks or other external factors. 
In addition, the leakage of material and confidential 
information associated with private individuals or 
intellectual property may result in liability for damages, 
loss of trust, loss of competitive advantage or other 
outcomes that have a material impact on business 
performance.

To prepare for these risks, the Group takes measures 
including establishing and disseminating related rules, 
conducting security education for employees, and 
safeguarding against cyberattacks and system failures 
(prevention and monitoring as well as countermeasures 
and preparations for recovery), and strives to reduce 
risk by maintaining an annual process of evaluating 
and enhancing these countermeasures Group-wide.

5)  Impact from Large-Scale Disasters and 
Other Events

Factors such as disruption of business activities due 
to severe damage to Chugai’s business sites or sales 
locations, or to those of its business partners caused 
by natural disasters such as earthquakes or typhoons 
and accidents such as fires, or a significant drop in 
employee attendance caused by pandemics such as 
novel influenza outbreaks, and significant expenses for 
the repair of damaged buildings and facilities, could 
have a material impact on business performance. The 
Group has prepared for the risks associated with such 
disasters and works to reduce those risks with 
measures to protect employees and ensure an 
uninterrupted supply of pharmaceuticals. Measures 
include the use of property and casualty insurance, 

the implementation of business continuity plans 
(BCPs) and drills, the use of aseismic construction, 
and the maintenance of safety stock.

6) Litigation
The Group may be subject to litigation or investigation 
by regulatory authorities because of pharmaceutical 
side effects, product liability, labor issues, fair trade or 
other issues associated with its business activities. 
This could result in the suspension of manufacturing 
and sale or in remedial expenses or other outcomes 
that could have a material impact on business 
performance.

7) Human Rights
Delays in addressing workplace harassment or human 
rights issues including occupational health and safety 
could weaken the Group’s human resources in ways 
such as negatively affecting the physical and mental 
health of employees and increasing employee turnover, 
and damaging public trust in the Group, which could 
have a material impact on business performance. The 
Group addresses these human rights issues with 
training for executives and employees, as well as 
with harassment hotlines. It also conducts health and 
safety programs as part of its health and productivity 
management. In addition, the Group asks suppliers to 
respect human rights and works with them to resolve 
issues related to human rights.

8) Supply Chains
Natural disasters such as large-scale earthquakes or 
typhoons and heavy rain due to climate change could 
damage suppliers, including raw material suppliers or 
contract manufacturers. Moreover, delays in addressing 
supply chain compliance or environmental issues 
could create problems in procuring raw materials or 
maintaining production, thereby reducing public trust 
in the Group or reducing market share, which could 
have a material impact on business performance. 
The Group has prepared for these supply chain 
risks. Measures for the uninterrupted supply of 
pharmaceuticals include the use of property and 
casualty insurance, the formulation of business 
continuity plans (BCPs), maintenance of safety stock 
and the establishment of systems for sharing 
information with suppliers. We also work with 
suppliers to resolve issues such as supply chain 
compliance and environmental issues that the Group 
cannot resolve on its own. 

9)  Environmental Pollution and the Global 
Environment

The Group complies with relevant laws and regulations 
and has established a set of even higher voluntary 
standards that it is committed to achieving and will 
continue to strengthen and enhance. However, 
the Group may have to bear expenses for 
countermeasures or liability for damages should 
unexpected contamination by harmful substances 
or collateral damage occur, which could have a 
material impact on business performance. We 
consider climate change to be a key challenge in 
protecting the global environment, and are therefore 
committed to reducing greenhouse gas emissions. 
However, natural disasters or other events resulting 
from climate change caused by continued global 
warming could damage the Group’s logistics network 
and manufacturing facilities, resulting in outcomes 
such as the suspension or significant delay of product 
supply, which could have a material impact on 
business performance. In addition, more stringent 
environmental regulations in the future may limit Group 
business activities including research, development 
and manufacturing.

Business Risks
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Revenue.
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Impairment.

Post-employment benefits.

Legal.

Environmental.

Income taxes.

Leases.
Policy applicable from January 1, 2019

Policy applicable before January 1, 2019
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Sales.

Royalty and other operating income.
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Fair value reserve:

Hedging reserve:

Translation reserve:
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Demographic assumptions:

Financial assumptions:
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Foreign exchange risk:
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Sensitivity analysis:
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Interest rate risk:
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Basic Alliance Agreement:

Licensing Agreements:

Research Collaboration Agreements:

Dividends:
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Independent Auditor’s Report
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