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Since FY2013, Zeon Corporation and Zeon Group (below "Zeon") has been publishing an annual Corporate Report in a magazine format, which provides an overview of
general business activities and corporate information functions. Previously, Zeon published the CSR Report so that our stakeholders could understand our approach to CSR
and environmental activities.

In FY2016, in addition to renewing our Business Profile, which summarizes Zeon's business, we strengthened the explanation of each business' strategy.

Further, as a highlight, we introduced our new material, single wall carbon nanotube, which has superior properties, and included follow-up reports on roundtables held to be
considering the strengths of Zeon and Taimatsu (torchlight) activities on cultural innovation.

We ask for your honest feedback and opinions so that they may be used to improve our activities in the future.

Period Covered Organizations Covered
April 2015 to March 2016 The report covers Zeon Corporation and Group Companies in Japan and overseas.
(also includes some new information from April 2016 and later) Some data only covers Zeon Corporation.

'l ZEON GROUP
CORPORATE REPORT 2016



Message

Zeon makes the future today
through the Power of Chemistry

Following our corporate philosophy, which states "Zeon is
contributing to the preservation of the Earth and the prosperity
of the human race," we have consistently released new products
to the world using our pioneering, inimitable technology. Zeon's
products support society through their presence all around us.

In order to fulfill our responsibility as a company to society,
we are advancing our business activities under our Enterprise
Blueprint for 2020, titled "Zeon makes the future today through
the Power of Chemistry."

In order to achieve our goals, it is important that every
employee at every field, from R&D to production, continues
to take on new challenges without the fear of making mistakes.
| truly believe that great results will come from this approach.

In 2015, after spending a long period of time developing
new production technology to overcome several difficulties, we
completed construction of a plant for single-walled carbon
nanotubes and are now in the commercialization stage.

By using new technology to reduce traditional production costs
by a factor of 1,000, we have successfully turned a material that
was previously too expensive for practical use into an affordable
industrial material. Additionally, by combining single-walled
carbon nanotubes with other components, we can create new
materials with unprecedented properties, opening up endless
possibilities. This highlights that chemical companies have the
potential to significantly change the world through the power

of developing new, innovative materials.

This sums up the philosophy of Zeon - Contributing to the
advancement of society and solving problems by introducing
new products to the world through the creation of pioneering
technologies.

We deeply appreciate your ongoing support and encouragement.

Naozumi Furukawa
Chairman
Zeon Corporation
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Corporate Philosophy

Zeon is contributing to the preservation of
the Earth and the prosperity of the human race

Zeon, with its name drawn from words signifying the Earth (geo) and eternity (eon),
is committed to responsible stewardship of the global environment as the
foundation for human prosperity through the development and application of
unique, world-leading technologies.

CSR Policy

® \Ve will ensure compliance and meet society's needs for safety and security

® \We will contribute to sustainably developing society and protecting
the global environment through our corporate activities

® \Ve will ensure that each and every Zeon person is aware of CSR and acts accordingly

Management Policy

Basic Business Strategy

Continually focus on creating new businesses in our Specialty
Materials Business by taking full advantage of steady revenue
generated by existing businesses in the Elastomer Business.

® Elastomer Business Strategy
To secure stable profits by achieving the world's highest quality

and cost competitiveness and optimizing our global supply system.

® Specialty Materials Business Strategy
Further enhance our unique technology platform by strengthening precision processing
technology which makes use of Zeon's proprietary materials.

Conduct user-oriented market deployment in order to dramatically expand business.

Z> Activities: Objectives
Z> Activities are part of a continuous improvement campaign and are pursued on a company-wide

basis, focusing on strengthening cost-competitiveness to build a solid corporate structure.
The "Z" in "Z2" signifies Zeon method, while ">" stands for combination, concentration of resources
and company-wide participation. Zeon Corporation promotes its management reform

by placing Z> Activities at the core of its management system.
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Enterprise Blueprint for 2020

Based on its Corporate Philosophy and CSR Policy, Zeon announced its Enterprise Blueprint for
2020: "Zeon makes the future today through the Power of Chemistry" and "Zeon will continue to
contribute to the realization of customer dreams and a prosperous society."

The Mid-Term Management Plan to achieve this is SZ-20, and currently Zeon is at the second
stage, SZ-20 Phase II.

From fiscal 2014 to fiscal 2016, in the SZ-20 Phase Il Mid-Term Management Plan, we are making
efforts to promote reforms and improvements and develop corporate culture with the concept of
"Changing the company to realize the Enterprise Blueprint for 2020."

Business Strategy under SZ-20 Phase Il

We will further strengthen our Elastomer Business (which includes synthetic rubber, synthetic latex
and C5 chemical products) and Specialty Materials Business (which includes specialty chemicals,
IT components, specialty plastic and components and medical equipment materials) to expand our
operations toward achieving consolidated net sales of 500 billion yen and an overseas production
ratio of 50% in fiscal 2020.

[l Changing the company to realize the Enterprise Blueprint for 2020

Key sense of value
| Enterprise Blueprint for 2020

Zeon makes the
future today through
the Power of Chemistry

Treasured Zeon characteristics

Mutual trust and fellowship

During the three-year period, we will " a fundamental

revision of past practices and approaches to attain our goals

Mid-Term Management Plan §Z -2 Phase I

[l Taking on challenges as a second step toward realizing the Enterprise Blueprint for 2020

Commence operations at overseas plants
Stabilize processes

Enterprise Blueprint for 2020
Expand sales in Specialty Materials Business

Zeon makes the
future today through
the Power of Chemistry

Change management structure
Nurture business culture

FY2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

$2-20 $Z-20

Consolidated net sales:

500 billion yen

Key Concepts in SZ-20 Phase I

SZ-20 Phase Il embodies Zeon's values of speed, dialogue (based on sincerity, frankness and honesty), and social contribution.

It also signifies the treasured Zeon characteristics which include mutual trust and fellowship (based on sincerity, frankness and honesty),
safety, the 3S*, standardization and spiral up.

*The 3S: Seiri (sort), Seiton (straighten) and Seisou (scrub)

ZEON GROUP
CORPORATE REPORT 2016

|4




Zeon's main products are created from the raw materials butadiene and isoprene which are extracted from the C4 and C5

fractions of naphtha using Zeon's proprietary technology.

Business segments are divided into the Elastomer Business, Specialty Material Business and Other Businesses.

Ethylene C2 fraction
Propylene C3 fraction

GPB

— C4 fraction process™

~Naphtha—

GPI

— C5 fraction process

*1 GPB process: Zeon's proprietary butadiene extraction technology
*2 GPI process: Zeon's proprietary isoprene extraction technology

Company name: Zeon Corporation

Establishment: April 12, 1950

Capital: 24.211 billion yen (as of March 31, 2016)

Market capitalization: 172.5 billion yen (as of March 31, 2016)

Total number of shares outstanding: 237,075,556 shares

Employees: 3,164 (consolidated), 1,624 (non-consolidated)
(as of March 31, 2016)
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Synthetic rubbers

Butadiene
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Synthetic latex
| <

Synthetic rubbers

Isoprene

Thermoplastic elastomer =———

—— Petroleum resin

Piperylene

Petroleum resin

Dicyclopentadiene = —— High-performance resin =

— RIM formulation

2-butyne — Synthetic aroma chemicals

IT components

Energy components

Medical devices
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Applications

Automobile components, tires

Gloves for medical and food processing
applications, powder puffs

Automobile components, tires

Adhesives

Adhesives, traffic paints

Paints/coatings, ink

Lenses, optical films, medical containers

Housing equipment and components,
large-size plastic products

Fragrances, food additives

Electronic materials, toner

Binder for Lithium-ion rechargeable batteries

Medical catheters

Consolidated operating income

(million yen)

35,000
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32,123 29,901

23,696

28,245

29,856
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2014

2015

Elastomer Business

In 1959, Zeon became Japan's first company to
mass-produce synthetic rubbers. Even today the Elastomer
Business is our core business, providing 60% of the total
net sales and operating income.

Main products

Synthetic rubbers, synthetic latex, chemical products
(thermoplastic elastomers, petroleum resins)

Specialty Materials Business

Specialty materials refer to materials and components with
high added value that use macromolecular design and
processing technology. In the Specialty Materials Business
we place IT components, energy components and medical
devices as the three main business areas.

Main products
Specialty plastics and components, electronic materials,
toner, battery materials, medical devices

Engineering, packaging materials, construction materials,
deodorants, RIM formulation, single-walled carbon
nanotubes, paints/coatings, and trading, etc.

Segment net sales (outer) and operating income (inner)

Other Businesses

16%

Specialty Materials

Business Elastomer Business
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CORPORATE REPORT 2016



I Elastomer Business

© Synthetic Rubbers for Tires

Zeon has developed many kind of synthetic rubbers for tires using
its excellent molecular control technologies. In particular, S-SBR
(solution-polymerized styrene-butadiene rubber) has contributed to
both the fuel efficiency of eco-tires and wet grip performance.

@ Specialty Synthetic Rubbers

Zetpol® Hydrogenated nitrile rubber has excellent heat and oil
resistance, and is used in important safety components in
vehicles such as timing belts, gaskets, and fuel hoses.

© Synthetic Latex for Gloves
Synthetic latex is used in disposable gloves for medical and food

processing applications. Synthetic latex gloves have better oil
and chemical resistance than those made of natural rubber.

O Chemical Products

@®Petroleum resin

Petroleum resin is used in road marking paints, such as
pedestrian crossings.

@ Thermoplastic Elastomer SIS (Styrene Isoprene Block Copolymer)
Thermoplastic elastomer SIS has rubber-like elasticity and
excellent tackiness and adhesion. Used in elastic film for
disposable diapers.

I Other Businesses

@ RIM Formulation

RIM (Reaction Injection Molding) refers to an injection molding
process whereby a two-component liquid system is injected into
a mold and undergoes a polymerization reaction to form a solid,
thermoset plastic part. Zeon's RIM products are based on
dicyclopentadiene (DCPD) chemistry. Large-size plastic products
with a good physical balance can be obtained by using RIM
formulation which uses dicyclopentadiene as a raw material.

® Paints/Coatings

In 2013, Zeon integrated its business with the paints/coatings
manufacturer TOHPE. We develop and market paints and
coatings suitable for various applications.

7 ‘ ZEON GROUP
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® Single-Walled Carbon Nanotubes

The world's first single-walled carbon nanotube production plant
was completed inside Zeon Corporation's Tokuyama Plant in
November 2015, using the super-growth method developed by
the National Institute of Advanced Industrial Science and
Technology (AIST). We aim to assist in the development of new
materials that contribute to technological innovation and
conservation of the global environment with this dream material.



I Specialty Materials Business

© IT Components

ZeonorFilm™ is the world's first optical film manufactured using
a melt extrusion process. It is used in LCD TV and Smartphone
displays.

@ Energy Components

Zeon Binder is a binder for the electrodes of lithium-ion
rechargeable batteries. Offering high strength and flexibility, the
binder limits expansion of the electrodes, dramatically improving
cell life. With excellent binder performance and electrochemical
stability, it is also suitable for high-capacity batteries.

@ Synthetic Aroma Chemicals

Zeon manufactures synthetic aroma chemicals using unique

synthesis technologies. Green Notes and Jasmine Notes
products are used very popular in the flavor and fragrance
markets all over the world.

©® Polymerized Toner

ZEOGLOBULE™ is the world's first industrialized polymerized
toner. It has a uniform spherical capsule structure, and
contributes to improving the quality of page printers, print
speed, and energy efficiency.

© Medical Devices

Zeon manufactures and sells catheters for endovascular
treatment and digestive endoscopy. In particular, our catheters
for removal of bile duct stones are rated highly.

ZEON
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I Interview with the President

Strengthening the Foundation to Achieve
the Enterprise Blueprint for 2020

President Kimiaki Tanaka explains the status of the Zeon Group and

its future outlook in a Q&A format.

Kimiaki Tanaka
President
Zeon Corporation

Please tell us about the recent business environment and the status of Zeon Group.

A1 [Summary] Due to the weak natural rubber market and LCD panel film market, combined with the
strong yen, net sales and operating income for fiscal 2016 are expected to be lower than

the previous year.

The Elastomer Business and the Specialty Materials
Business are the two main business areas that we are
advancing. In particular, the Elastomer Business has suffered
significantly due to the strong yen. With the exception of the
US market, the overseas rubber market continues to slump.
Additionally, naphtha prices are slowly decreasing, meaning that
we had to use up our stock which was bought at a higher price.

For the Specialty Materials Business, the key point is the
status of the film business for LCD panels, as it makes up a large
share of net sales. The market for fims for large-size TVs is weak
due to inventory adjustments by manufacturers, but we expect to

see a slow recovery going forward. For medium-size films used
for tablets and smartphones, demand changes significantly with
sales trends of final products, so the situation is very sensitive.
Overall, the strong yen is a large factor, and net sales and
operating income for fiscal 2016 are expected to be lower than
the previous year. Unfortunately fiscal 2016 is the last year of
the SZ-20 Phase Il Mid-Term Management Plan which started
in 2014, and is the overall finishing year for establishing a
foundation toward achieving the Enterprise Blueprint for 2020. As
such, we are making strong efforts to expand globally, accelerate
research and development, and reform production and culture.

What is your view looking back at the Elastomer Business in SZ-20 Phase Il, and how do you see
efforts toward the next mid-term plan from fiscal 2017?

A2 [Summary] We will advance our global business presence, continuing to expand production

and sales around the world.

Related p Page 13

Looking back at the Elastomer Business in the Phase ||
period, there were several advances. First, a synthetic rubber
plant for fuel-efficient tires was established in Singapore, and
the second line began operations in April 2016. Additionally, in
Mexico we are constructing a plant for powder slush, a material

9 ZEON GROUP
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which is used in applications such as vehicle dashboards.
We also made efforts to increase our global operations by
establishing a sales and marketing base for vehicle materials in
India, among other initiatives.

Looking at R&D, we also made efforts in research and



development for proprietary products, and increased investment
in equipment for thermoplastic elastomer used in disposable
diapers at our Mizushima Plant.

With regards to our C5 specialty chemicals businesses, we

SZ-20 Phase Il Basic Strategy and Progress

are considering the establishment of overseas bases, including
looking at raw material procurement. Going forward, we will
fully utilize our operations worldwide and strengthen our global
business.

Enhancing the strengths of the Elastomer Business
and Specialty Materials Business
to expand business globally

Strategy by Business Segment

Elastomer Business

Further strengthen competitive
businesses by responding
globally to growth markets

Specialty Materials Business

Expand operations
by accelerating R&D in the
three main business areas

" 4

@Expanding global production sites and
sales offices
@Research and development of

: k IT components
differentiated products

(optical applications)
(packaging applications)
(electronic applications)

Energy Medical
components devices

@ Optical applications: Production expansion of ZeonorFilm™
@Energy components: Growth exceeding market expansion
@ Medical devices: Bringing new products to market

Specialty materials: Development of applications for single-walled
carbon nanotubes (SWCNTSs)

What is your view looking back at the Specialty Materials Business in SZ-20 Phase Il, and how do
you see efforts toward the next mid-term plan?

A3 [Summary] We increased our production capacity in the film business, and are also expanding

operations in the energy components business. We also brought new medical device

products to market.

Related p Page 15

The three main business areas of the Specialty Materials
Business are IT components (for optical, packaging and
electronic applications), energy components, and medical
devices.

In the IT component business area where optical film makes
up a significant part of volume, we started operations of a fifth
line in order to expand production capacity for LCD panel fims,
and made the decision to invest in the sixth line.

Regarding components for electronics and packaging
applications, we are beginning to see potential for new products
and applications in etching gas, electron beam resist and
insulation materials for nitride films, so we have high hopes for
the future.

In energy components, we are expanding operations which

started from anode sealing materials in lithium-ion batteries. We
have attained a market share in anode binders of approximately
60%, and cathode binders are also increasing. We have achieved
growth in operations exceeding the growth rate of the lithium-ion
battery market, and the business has grown to be one we can
have high expectations for in the future.

In medical devices, we released a new Fractional Flow
Reserve device which measures coronary artery pressure in
March 2016. The launch was well received, and we expect
significant growth in the future.

Moreover, in fall 2015 we completed the world's first mass
production plant for revolutionary

(SWCNTSs). We are now shipping product samples
for application development. The three main properties of

ZEON GROUP ‘ -| O
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materials that incorporate SWCNTs are high thermal conductivity,
high electrical conductivity and high tensional strength.
Development of applications to make use of these properties

is advancing. It is expected that SWCNTs will first be used in

I Interview with the President

capacitor electrodes. Since we are developing applications over
the long term, business results are not included in the fiscal 2020
mid-term plan, but we expect growth in the future.

Related p Page 21

Could you tell us Zeon's research and development strategy?

A4 [Summary] We are always reviewing our research and development environment in order to produce
more results and accelerate the rate at which we bring products to market.
We will respond quickly and accurately to customer needs by combining research and

production.

Related p Page 17

Zeon Group's CSR Policy states that we will contribute
to sustainably developing society and protecting the global
environment. We believe that we can continue this by increasing
research and development output and bringing new products
to market.

In fiscal 2016, we improved our monthly research hearings
that top management participate in by including other operating
divisions to enable deeper discussions. Also, in order to pool

wisdom both inside and outside the company, we allow external
parties to see our research laboratories as much as possible.
Regarding organization, we have multiple research and

development units, and researchers are stationed at plants.

We can more efficiently solve production issues and develop
products through the joint efforts of the production floor and
research. Also, by inviting customers to visit us, we can now
more accurately know their needs and respond more quickly.

What were the background and aims of "production innovation" and "healthy operations" which are

the top internal policies?

A3 [Summary] We will go back, review and strengthen production technology and employee health,
which are important sources of competitiveness for Zeon.

Zeon's decision to introduce Daicel's method of production
innovation 11 years ago was in order to survive in a rapidly
changing era by reforming our culture through production
innovation so that employees can think and act on their own
initiative. We achieved many results, but we believe that further
cultural reform is necessary to achieve the Enterprise Blueprint
for 2020. Therefore, we set fiscal 2016 as the starting point, and
will thoroughly implement production innovation going forward.

Related ) Page 19
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The health of every employee is a source of power for Zeon,
and we are promoting efforts for all employees to stay healthy
and improve their health as necessary. | myself will take the lead
and improve my diet first, and inform employees of the results.

We have begun providing an information system where health
check results can be checked across the company together
with the health insurance society. We are also conducting stress
checks. | would like to continue supporting the health of every
employee.




I Messages from Outside Directors

Zeon's Outside Directors, who advise the company on the basis of extensive experience and deep knowledge in their respective fields,
have provided the following messages on Zeon and its corporate governance.

As a result of our activities on the theme of "change," aiming to achieve the Enterprise Blueprint for 2020, we
were able to deliver strong business results in fiscal 2015. On the other hand, with factors such as the political
and economic uncertainty due to the UK's exit from the EU, the changing automotive industry due to artificial
intelligence (Al), an IT industry where Amazon is beating IBM as the cloud evolves, and the industrial revolution in
manufacturing due to the loT, the environment in which we operate is changing dramatically.

In order to survive and prosper in the midst of these changes, we all must work together and succeed in
innovation. Through open innovation (joint R&D with multiple companies and offices) we can see results quickly in
diverse markets and needs. In addition to our strong businesses, Zeon has businesses with strong potential for the
future such as carbon nanotubes and energy materials, and | believe they can quickly create new businesses. |
hope that the employees who advance this will carefully develop their own brand of individuality rather than being
model students. | will continue to contribute to building a company that is resilient to changes in the environment Haruo Itoh

together with everyone at Zeon. Adviser
FUJI ELECTRIC CO., LTD.

Most listed companies have implemented rules to comply with the Corporate Governance Code. This is a
Western Corporate Governance approach that focuses on processes, form, official announcements, and the

responsibility to explain. From the perspective of Japanese companies, which normally promote top executives from
within the firm, considering the balance of shareholders, customers and employees carefully and focusing on
long-term growth, some say that scandals cannot be prevented and growth cannot be assured simply by arranging
the form. But | think we should take it as a "common language" which enables foreign shareholders to know the
company. | believe it is important to respond with "Japanese spirit with Western learning” that combines the
benefits of Japanese business with Western Corporate Governance approaches. The role of outside directors has
become even more important. | truly hope to contribute to the development of Zeon Corporation by giving advice
and recommendations from a different viewpoint to internal directors.

\A&
AR

Takao Kitabata
Chairman of Board

Sanda Gakuen

Junior High School & High School

| worked as the Zeon outside corporate auditor for four years, and have been an outside director since fiscal
2015, but | have seen and known Zeon's activities as a member of a tire manufacturer even long before | worked
for Zeon.

| feel that the world's automotive and automobile component industries are at a turning point. There is rapid
progress in strengthening environmental regulations and initiatives around the world as well as in driving
technologies involving newcomers from other industries.

With these major trends, | believe that Zeon's major mission is to contribute to the world's consumers through
the latest products with our technology as a Japanese chemical materials manufacturer.

Being in the position of an outside director, | will deepen discussions with people concerned not only in my role
as a business observer but also to contribute to the sustainable development of Zeon's business activities for all

stakeholders. Tadanobu Nagumo

Chairman and Representative
Member of the Board
The Yokohama Rubber Co., Ltd.
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I Business and Strategy

Elastomer Business

In elastomer materials, our core business is the three fields of
synthetic rubbers, synthetic latex and chemical products, the
main materials of which are C4 and C5 fractions derived from
naphtha. In 1959, Zeon became Japan's first company to
mass-produce synthetic rubbers. Even today, the Elastomer
Business is a core Zeon business, providing 60% of the total

net sales and operating income.

Business Outlook and Future Strategy

In fiscal 2015, stagnation in synthetic rubber and natural rubber markets
and the rapid rise in the yen lasting to the end of the fiscal year resulted in a
decrease in net sales in the Elastomer Business versus the previous fiscal year.
However, due to factors such as favorable progress with the transfer to
overseas production of general rubber, the firming up of demand for chemical
products, and strong export sales of synthetic latex, operating income
increased 23% versus the previous year.

For synthetic rubber, our Enterprise Blueprint for 2020 calls for "taking a
front-runner position globally in synthetic rubbers." To us, being a "front-
runner" means to be a supplier that can propose the highest number of values
that customers can firmly emphasize with. Aiming for a leading market share
where we can leverage our strengths, we will establish Zeon's presence in
emerging markets focused on Asia.

Within general rubbers, demand is increasing for S-SBR* used as a special
rubber in fuel-efficient tires. Our Tokuyama Plant is positioned as a production
site for the development of new products and proprietary products, while
mass-produced products are manufactured in our Singapore Plant.
Development is proceeding in collaboration with our tire manufacturer

Hiroyuki Hirakawa
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customers, and | would like to strengthen our business by delivering products
with high added-value. Zetpol®, our main specialty rubber product extends
product lifetime by 2 to 3 times by increasing heat-resistance by 20°C,
contributing to raising product performance. | believe that the focus of the
future specialty rubber market will shift to emerging markets particularly in Asia
where automobile production is expanding. In order to achieve differentiation
from other companies in new markets, we will upgrade the technical support
system that supports our formulation and processing technologies.

| want to technically support and contribute to regional development in
emerging markets where the rubber processing industry is immature.

* §-SBR: Solution-polymerized styrene-butadiene rubber

There is strong demand for synthetic latex in surgical gloves. In addition
to medical applications, food processing uses are also expanding. | expect
stable demand in emerging markets in the future as awareness of health and
safety increases. Our NBR latex for powder puffs is an extremely strong product
with a 90% world market share (Zeon estimate). Since more people are
wearing cosmetics using high grade powder puffs as economies grow in Asia,

: - Our NBR latex for

powder puffs has a 90%

> world market share.
pL

. .

Director & Senior Corporate Officer
Elastomers and Chemicals Business



we can expect continued growth. In addition, we will search for possibilities for
inter-departmental collaboration to determine whether latex can be used as a
formulation material for products in other business divisions.

In the area of chemical products, demand for our main thermoplastic
elastomer SIS (Quintac®) and C5 petroleum resin (Quintone®) is strong. The
market for adhesive tapes and disposable diapers, the major application for
these products, is growing 3-5% per year, and similar growth is expected in
the future. We completed production capacity expansion for the thermoplastic

respond to future strong demand. C5 petroleum resin is produced at the
Mizushima and Thai Plants and both are running at full capacity. In 2015, the
Thai Plant recorded its highest production level and profit since it began
operations in 1996. Additionally, we plan to construct a plant to manufacture
hydrogenated petroleum resin at the Mizushima Plant in 2017.

Currently, both products are No. 2 in terms of global market share, but we
plan to strengthen and expand the business in future, offering value to satisfy
customers through the development of new products.

elastomer SIS at our Mizushima Plant in 2016, establishing a structure to

Product Introduction

I Solution-polymerized styrene-butadiene rubber (S-SBR)

Zeon's solution-polymerized SBR that has achieved a variety of molecular structures for customer needs
through batch polymerization, has enabled both the low fuel consumption performance of eco-tires
around the world and wet grip performance, contributing to global CO» reductions.

I Synthetic Latex

NBR latex is used widely in applications such as disposable surgical gloves and powder puffs since it
combines low levels of impurities and allergens and high resistance to oil and chemicals.

I Thermoplastic Elastomer Asymmetric SIS

For our thermoplastic elastomer, we are developing materials that possess asymmetric SIS structures to
replace conventional SIS with demand expanding in elastic film applications for disposable diapers. We
are pioneering new applications that take advantage of its high strength and flexibility. As a higher
performance elastic film and a higher-definition and more durable flexographic printing material, we can
expect adoption in protective films and hot melt pressure-sensitive adhesives as well.

Product Topics

Biosynthetic Hydrin Rubber

By changing the raw material from epichlorohydrin to plant-derived bio-material, it has become possible
to reduce CO- emissions in the life cycle of automotive parts. This material has been used in automotive
vacuum sensing hoses since fiscal 2016, and is expected to be used in brake and fuel hoses in future.

US Mississippi Plant manufacturing hydrin rubber

ZEON GROUP
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I Business and Strategy

Specialty Materials Business

Specialty materials refer to materials and components with high
added value that use macromolecular design and processing
technology.

Focusing on future growth areas, we are positioning IT
components (optical, packaging, and electronics), energy
components, and medical devices as three key business

domains.

Business Outlook and Future Strategy

In the Specialty Materials Business, we are using unique product concepts
based on innovative original technology to produce various high added-value
products without being overly influenced by the conditions of the materials
market. We will strive to expand the business further toward the Enterprise
Blueprint for 2020.

The optical film business is the core of the Specialty Materials Business. With
the growth of large-screen LCD televisions, we expect the film market to
continue growing. Since ZeonorFilm™ performs excellently in large-screen
LCD televisions, we can expect continued stable growth. We are increasing
production equipment to respond to this demand. For small and medium-sized
devices such as smartphones, since sales trends are impacted by the final
product, we aim for a structure that can rapidly respond to customer demands.
In addition, Organic EL panel (OLED) film is a highly profitable product, and
although the volume is still small, we are putting effort into its development.

In the optical resin business, since the market for lenses is contracting, we
are putting effort into the development of alternative applications such as
pharmaceutical packaging materials. In packaging and electronics components,
we are continuing research and development on etching gas for nitride film that

h
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Noboru Yanagida

Director & Corporate Officer
Specialty Materials Business
President of Zeon Medical Inc.
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Transition in Sales (last five years)

(100 million yen)
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will enable the further miniaturization of semiconductors.

For energy components, we are expanding products such as cathode binders
and separator materials, focusing on anode binders for
and sealing materials. Due to growth in hybrid cars and electric vehicles in
particular, we see strong growth in components that are used in automotive
lithium-ion batteries. Zeon leads in the anode binder field that uses elastomer
as a material with a 60 to 70% share. The use of cathode binders together with
anodes is growing, and we can expect further growth in sales volume of both
binders in the future.

In chemicals, the main aromatic chemical is well regarded for its high quality
and safety. In particular, demand for green aroma chemicals is growing stably.
In addition, we see stable demand for solvents used in chemical synthesis.
Furthermore, we expect demand expansion of the plant growth regulator
Prohydrojasmon developed by Zeon as an agent to increase plant quality and
yield.

Regarding toners, printing itself is contracting, but by gaining full trust by
carefully dealing with customer demands, we expect to maintain a certain level
of net sales.

World No. 1 share of
green aroma chemicals




In medical devices, in March 2016 we brought two new circulatory system We started operating the production equipment for single-walled carbon

devices to market, IABP*" drive unit and FFR*?, In particular, because the FFR nanotubes (SWCNTSs) at our Tokuyama Plant in fall 2015 and have started
device is the world's first guide wire type to use a light sensor, it can pass manufacturing samples. We will continue developing in order to maximize
through blood vessels more easily than conventional products and can reduce added-value sales, for example by combining SWCNTs with Zeon's core
variations in measured values. Elastomer Business. Additionally, expanding applications also leads to reduction
In gastrointestinal system devices, we started selling an improved biliary of production cost, so we will aim to further reduce costs and improve
stent product at the end of 2015. production volume through the collaborative research lab with the National
In addition, we offer many products for removing bile duct stones and have a Institute of Advanced Industrial Science and Technology (AIST).

top tier industry market share. We can expect growth of both circulatory and
gastrointestinal systems.

*1 |ABP : Intra-aortic Balloon Pumping
*2 FFR : Fractional Flow Reserve

Product Introduction

I Optical Film "ZeonorFilm™"

The world's first optical film successfully
manufactured using a melt extrusion process.
Excellent optical properties, low moisture absorption
and low permeability, high heat resistance, low
outgassing, and dimensional stability, and used .
mainly as a phase contrast film for LCD panels. ZeonorFilm

Smartphones

Digital signage Tablets

I Rechargeable Battery Materials "Battery Binder (Adhesive)"

Cathode and anode binders used in lithium-ion batteries for mobile and automotive applications. ZEON
By reviewing the molecular design utilizing the polymer design technology that Zeon has developed over

many years, we have been able to restrict the swelling of electrodes, and increased lifetime and capacity. I'lTHIUM BATTERY
We are contributing to improvement of the safety and performance of batteries.

Product Topics

. . . . Monitor®
FFR Devices "'OptoMonitor®' Invasive Intravascular Pressure Measurement Monitor" | Optobonito

"'0ptoWire®' Guide Wire with Sensor for Intravascular Pressure Measurement"

FFR (Fractional Flow Reserve) uses an index to understand the state of coronary artery stenosis to
find the internal coronary artery pressure. e /
OptoWire® is the world's first guide wire-type product to use an optical fiber sensor. Additionally,
by using the touch panel-type small display OptoMonitor®, FFR measurement can be conducted
easily regardless of the installation location.

OptoWire®
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I Business and Strategy

Research and Development (R&D) R&D Expenss

(100 million yen)

The R&D Center conducts Zeon Group's R&D activities and is the company's largest 150 141

operational sector with over 400 researchers. In addition to the R&D Center's ten

136
127
119

research buildings located adjacent to the Kawasaki Plant, we have a Precision Optics Al

Laboratory and Medical Laboratory next to the Takaoka Plant, a Toner Laboratory and

CNT Laboratory in the Tokuyama Plant, and a Chemical Products Laboratory in the

Mizushima Plant. Through close collaboration with business units, we develop new

products and improve existing products to meet the needs of customers. Additionally

we are advancing the search for new materials at our New Materials Development

Laboratory, developing and using new analytical and simulation techniques at our

2011 2012 2013 2014 2015y

and equipment at our Production Technology Laboratory. . l }'

Foundation Technology Laboratory, and developing and improving production processes

Research and Development (R&D) Strategy

Toward the achievement of the SZ-20 Phase Il Mid-Term Management Plan, Our newly established lounge for example is taking an important role to
in which the field of research and development plays an important role, we are exchange information and to promote research without boundaries of R&D
employing policies to raise research outputs and connect to social contribution. Center. To create such a corporate culture, personnel transfers that generate
Regarding the single-walled carbon nanotubes (SWCNTSs) for which we new perspectives and ideas are critical. We will regularly perform personnel
launched full-scale production in FY2015 with our new CNT Laboratory as a transfers not only among research laboratories but also among the business
center, we have strengthened existing collaboration with the National Institute of units where customer interaction takes place and the plants where we engage
Advanced Industrial Science and Technology (AIST) and also with other external in production.
organizations. At research and technology presentations, individual researchers present
While also carrying out similar collaboration in other areas, we work to their research themes and discuss with our top executives directly to make
strengthen cooperation across the boundaries of individual research laboratories themes' strategic position clear.
to accelerate research and improve the output of the R&D Center overall. Also, we have been providing support for the "Polymer Journal Zeon
We will continue to secure a stable investment into research and Corporation Award" which recognizes young researchers with outstanding
development of around 13 billion yen per year. papers for ten years together with The Society of Polymer Science in Japan.
In order to create the new business seeds that will follow SWCNTs, we are Each year, we hold an exchange event with previous winners and university
working to spark each individual researcher's motivation and foster a corporate teachers, making efforts to contribute to future science and technology.

culture that will generate ideas for new themes.

MR&D System

_| New Materials Development Laboratory |
—| CNT Laboratory (Tokuyama) |
—| Precision Optics Laboratory (Takaoka) |
—| Specialty Materials Laboratory |
—| Advanced Performance Material Laboratory |
—| Specialty Plastics Laboratory

—| Toner Laboratory (Tokuyama)

—| Chemical Products Laboratory (Mizushima)
—| Elastomer Laboratory

—| Production Technology Laboratory

—| Foundation Technology Laboratory

—| Medical Laboratory (Takaoka)

—| Manufactured Product Development Laboratory

Yoshiyuki Mitsuhira

Director & Senior Corporate Officer
Research & Development
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Recent Zeon Research Results

Thermoplastic elastomer newly developed products "Asymmetric SIS"
Chemical Products Laboratory

The styrene portion of Zeon's thermoplastic elastomer SIS (styrene-isoprene block copolymer) hardens like glass at room temperature, and supports the
isoprene portion physically, but when heat is applied, the chains are broken and the substance becomes a liquid. Since it can be formed freely like plastic,
it is used widely in applications such as protective films, tapes and labels.

If the amount of styrene in SIS is reduced restorability (flexibility) improves and
stress (tensile strength) reduces, while if the amount of styrene is increased the
opposite phenomenon occurs.

However, in recent years, we have succeeded in achieving both flexibility and
strength. The newly developed products are used in adhesive tapes for disposable
diapers and adhesive for labels. There are high expectations for this new
technology which controls morphology structure to be used in new applications.

Newly developed product of powder slush compound
Manufactured Product Development Laboratory

Zeon's powder slush compounds are powdered molding materials that are
used as coverings for automotive interiors (instrument panels, doors etc.). With i S
the trend in recent years of improved design in interiors, there is now demand o ' _ - Powder slush
for coverings in which sewing with real thread is possible and that have more [ i compound
luxurious textures.

Since there is a trade-off between customer demands f<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>