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ASAHI KASEI’s Acquisition of US-based Manufacturer of
Automotive Interior Material—No Impact on Rating
The following is Japan Credit Rating Agency, Ltd. (JCR)'s opinion on announcement by ASAHI KASEI
CORPORATION (security code: 3407) on its acquisition of a US-based manufacturer of automotive
interior material.
(1) ASAHI KASEI CORPORATION (the “Company”) announced on July 19, 2018 that it would acquire
Sage Automotive Interiors, Inc. (“Sage”), a US-based manufacturer of automotive interior material,
and make it a consolidated subsidiary. The transaction price will be approximately USD 700 million
(depending on fluctuation of cash and debt balance, etc., at the time of closing) and the total
acquisition price including Sage’s net interest-bearing debt is USD 1.06 billion. Closing of the
transaction is conditional upon performing the required procedures in accordance with each
relevant country’s antitrust regulations, and obtaining approval from the relevant authorities. Ratio
of the total acquisition price to Sage’s EBITDA is considered approximately 10x.
(2) Sage develops, manufactures and sells fabrics as automotive interior material and holds No. 1
global share for vehicle seat fabric (woven and knitted fabric for vehicle seats excluding natural
and synthetic leather). Having a major base in the U.S., it has been growing partly through
acquisitions in Europe. The Company sells Lamous microfiber suede to Sage and the 2 companies
have established good relationships between them and been maintaining it. Setting automobile as
one of the key areas in the material field under the medium-term strategic management initiative,
“Cs for Tomorrow 2018,” for the three-year period from fiscal 2016 through fiscal 2018, the
Company aims to expand sales to this area in the medium and long run. The acquisition this time
is in line with this strategy.
(3) The Company’s financial structure is good as indicated by its equity capital of 1,287.4 billion yen
and DER of 0.23x as of the end of the fiscal year ended March 31, 2018 (FY2017). Although this
acquisition is the largest acquisition after Polypore International, Inc. (battery separator business)
in 2015 and ZOLL Medical Corporation in 2012 (emergency medical equipment business), its DER
after the acquisition will be approximately 0.3x, which is a slight worsening, (based on DER of
0.23x as of the end of FY2017). Under the medium-term strategic management initiative, it set
forth a long-term investment plan (on a decision-adopted basis) including M&A totaling
approximately 700 billion yen for 3 years. JCR has been incorporating its measures in line with this
strategy into the Company’s rating. Given that the acquisition this time is within the scope of the
investment plan, JCR considers that the impact on the creditworthiness is limited.
Mikiya Kubota, Takeshi Fujita
<Reference>
Issuer: ASAHI KASEI CORPORATION
Long-term Issuer Rating: AA

Outlook: Stable

Japan Credit Rating Agency, Ltd.
Jiji Press Building, 5-15-8 Ginza, Chuo-ku, Tokyo 104-0061, Japan
Tel. +81 3 3544 7013, Fax. +81 3 3544 7026
Information herein has been obtained by JCR from the issuers and other sources believed to be accurate and reliable. However, because of the possibility of human or mechanical error as well as other factors,
JCR makes no representation or warranty, express or implied, as to accuracy, results, adequacy, timeliness, completeness or merchantability, or fitness for any particular purpose, with respect to any such
information, and is not responsible for any errors or omissions, or for results obtained from the use of such information. Under no circumstances will JCR be liable for any special, indirect, incidental or
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether such
damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regarding redemption possibility, etc. of financial obligations assumed
by the issuers or financial products, and not statements of opinion regarding any risk other than credit risk, such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments are
statements of opinion, and not statements of fact as to credit risk decisions or recommendations regarding decisions to purchase, sell or hold any securities such as individual bonds or commercial paper. The
ratings and credit assessments may be changed, suspended or withdrawn as a result of changes in or unavailability of information as well as other factors. JCR retains all rights pertaining to this document,
including JCR's rating data. Any reproduction, adaptation, alteration, etc. of this document, including such rating data, is prohibited, whether or not wholly or partly, without prior consent of JCR.
JCR is registered as a "Nationally Recognized Statistical Rating Organization" with the U.S. Securities and Exchange Commission with respect to the following four classes. (1) Financial institutions, brokers
and dealers, (2) Insurance Companies, (3) Corporate Issuers, (4) Issuers of government securities, municipal securities and foreign government securities.
JCR publishes its press releases regarding the rating actions both in Japanese and in English on the same day. In case that it takes time to translate rating rationale, JCR may publicize the summary version, which
will be replaced by the full translated version within three business days. (Regarding Structured Finance products, JCR only publicize the summary version in English.)

©Japan Credit Rating Agency, Ltd. All rights reserved.
Copyright ©

1/1
https://www.jcr.co.jp/en/

