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My name is Uranaka from Gigaphoton Inc. Today I would like to talk about 
Gigaphoton's growth strategy.
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Here is today's agenda. First, I will give an overview of Gigaphoton's business 
and introduce what kind of company Gigaphoton is, and then I will explain 
Gigaphoton's growth strategy in three parts. Finally, I will conclude with a 
summary.
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First of all, I would like to introduce our company profile.
The company name is Gigaphoton Inc. and its main business is the 
development, manufacture, sales, and maintenance service of DUV light 
sources for semiconductor lithography, DUV light sources for other applications, 
and EUV.

Gigaphoton was established on August 1, 2000.
Gigaphoton started as a joint venture between Komatsu and USHIO.
Since 2011, Gigaphoton has been a wholly owned subsidiary of Komatsu Ltd.

It is located in Oyama City, Tochigi Prefecture, approximately 40 minutes from 
Tokyo by Shinkansen bullet train.
As of April 30, 2022, we had 1,219 employees.
The number of employees is increasing by 100 to 200 every year as the 
business expands.
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Let me explain Gigaphoton's business model of DUV light sources for 
semiconductor lithography.
First, there are two main businesses.
The first is the business of selling the excimer laser light source itself.
The other is to sell the light emitted from the device to customers.
First of all, in the case of sales of the light source itself, the customers are ASML, 
NIKON, and CANON.
We deliver excimer lasers to these three companies, which are then integrated 
into exposure systems at their respective companies and delivered to 
semiconductor manufacturers such as Intel, Micron, TSMC, and Samsung.
After the delivery, the parts sales and maintenance business will follow.
Parts sales are based on a pulse-based pay-as-you-go system.
This means that each semiconductor manufacturer is charged and sold 
according to the amount of light used in the production of their semiconductors.
This model is a win-win situation for both the customer and our company.
Sales of the laser itself account for about 30% of our sales, and sales of 
components account for 70%.
Therefore, if you ask us what our main business is, we do not sell the laser 
itself, but the light emitted from the laser.
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Here is our product lineup.

The upper row is DUV light sources for semiconductor lithography, and the 
lower row is KrF, ArF dry, and ArF liquid-immersion light sources according to 
their wavelengths.
The lineup includes all excimer lasers required for semiconductor lithography.

The left side of the bottom row is a newly developed Giganex series DUV light 
source for processing, which was developed in response to the need to 
successfully convert excimer lasers to processing applications.
DUV light source for processing. Compared to the light source for exposure, the 
purity of the light is reduced, which is unnecessary for processing applications, 
but the power is higher, so the power is used for processing.

On the right side of the bottom row is a gas recycling system, an optional 
product. This equipment recycles neon gas at the customer's plant.

As shown above, our main products are DUV light source for semiconductor 
exposure, DUV light source Giganex series for processing, and optional gas 
recycling equipment.
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This is the base for manufacturing, R&D, and service.

Basically, production and R&D are located in Japan.
For service, we have set up service centers near each semiconductor customer, 
and when necessary, we can be at the customer's location within 2 hours.
Our customers are mainly front-end processors.
Our customers are mainly in the front-end process, and our major customers 
have factories in Taiwan, Korea, Japan, China, and the United States.
As shown in this map, we are able to service all of our major customers.

6











Gigaphoton, partly because we are in the semiconductor industry and partly 
because we are a member of the Komatsu Group.
Achieving carbon neutrality is a very important goal for Gigaphoton, especially 
since the semiconductor industry has aggressive plans for this carbon neutrality.

In particular, the semiconductor industry is making aggressive plans for carbon 
neutrality.
Our goal is to achieve carbon neutrality by 2030 in cooperation with our 
customers.
Specifically, we will promote the introduction of renewable energy and actively 
utilize J-credits.

We are also developing products that contribute to our customers' carbon 
neutrality as a matter of course.
These include devices that recycle neon gas, the price of which has skyrocketed 
due to supply shortages, and light sources with low power consumption.
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This is the sales trend of our company.

Over the past 10 years, the average annual growth rate has been 10%, and the 
average operating margin has been 20%, maintaining a very high growth rate 
and operating margin.

The dark blue bar graph shows laser maintenance sales, and the lighter blue 
bar graph shows laser sales.
As you can see, laser sales increase or decrease depending on the 
semiconductor investment status of the year.
However, laser maintenance sales are basically proportional to the cumulative 
number of units shipped, and thus grow steadily.

In this way, the fact that laser maintenance sales account for more than 70% of 
our total sales is the foundation that makes our business solid.
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Next, let me explain Gigaphoton's growth strategy.
Gigaphoton's business can be broadly divided into three areas: our main 
business, DUV light sources for exposure light
The new business development of DUV light sources, which will start in the 
future, and
We are also exploring the business of EUV light sources.
I will now explain our business in these three areas.
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First, let me give you an overview of the semiconductor market, which is our 
business domain.
The semiconductor market is expected to grow steadily until 2030.
Until now, smartphones and tablets have driven the semiconductor market, but 
from now on, cloud computing, 5G, AI, ADAS, DX, and other applications will 
drive the demand for semiconductors.
Applications such as cloud, 5G, AI, ADAS, DX, and so on will drive the demand 
for semiconductors, which will steadily grow.
We believe this is a very attractive market for us.
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This figure illustrates the range covered by our excimer lasers.
As you know, our excimer lasers cover KrF, ArF, and ArF immersion, which are 
light sources covering these three wavelength regions.

In addition, DUV light sources are also used in factories that use EUV 
lithography. For example, if 80 exposures are required to manufacture a single 
chip, 20 to 30 of them are EUV exposures, and the rest are DUV exposures.
The number of exposures required to manufacture a single chip is increasing 
with each successive generation.
Therefore, it is said that the demand for DUV light sources will not disappear, 
but rather increase, even as miniaturization continues to advance in the future.
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I will now explain our growth strategy.
We will start with our current main business, DUV light sources for exposure, 
which is shown in the lower left of the figure.
Naturally, we will steadily work to make the trunk of this business thicker and 
sturdier.

In addition, we will use our DUV light source technology in different markets, 
which is the DUV light source for processing on the right side.
From there, we are also looking at the processing equipment on the right, 
which is the left-to-right flow of the diagram.

Next, moving up from the main business, we are looking to add value within the 
current market.
First, as a light source manufacturer, we will further contribute to the 
semiconductor business with a new light source called EUV light source.
In addition, our FABSCAPE service, which is at the top of the list, is a data 
diagnostic service.
This is a data service business that provides integrated management across 
various systems in semiconductor factories.

From the next slide, I will explain in the order of (1) to (3).
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This is the market size of DUV light sources for lithography, which is our core 
market.
We expect this to increase steadily in line with the growth of the semiconductor 
market.

The light blue figure here is the TAM for DUV light sources, or global demand, 
and the dark blue figure is our sales volume.

In the past, until around 2020, we sold about 200 TAMs per year, and our sales 
share was between 40% and 60%, so our annual sales volume fluctuated 
between 80 and 120 units.
We expect to sell about 200 units this fiscal year, which is about double the 
number we have sold in the past.

In the long run, we expect TAM to increase to 550 units by 2030.
Assuming that we take a 60% share of sales, this would mean an increase to 
over 300 units by 2030.

This is the current status of our mainframe business and our outlook for the 
future.
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Next is the maintenance business.

I mentioned earlier that the maintenance business accounts for 70% of our 
sales.
The size of the maintenance business is almost proportional to the cumulative 
number of units shipped and in operation in the market.
Once equipment is sold, it continues to operate for more than 20 years without 
being discarded, so the accumulated number of units increases steadily each 
year.

Therefore, the increase in the number of accumulated units leads to the growth 
of the maintenance business, which in turn leads to the stability of our business.

As I mentioned earlier, the fact that more than twice as many units will be 
installed each year after 2021 means that the growth in the number of units in 
operation will also double.
The total number of machines installed is currently about 2,000, but is expected 
to grow to 4,000 by 2030.
This means that the maintenance business will double in 2030 compared to the 
current level, so it is important to make it a profitable business.
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As I mentioned earlier, the market will expand significantly in the future, and 
we will need to substantially increase our production capacity to meet demand.
We are currently working on a three-year plan to increase production, with a 
plan to increase capacity by 230% by 2023, based on the FY2020 level of 
100%.
The plan is on track through 2022, with 180% of the increase completed. By 
increasing capacity to 230% after the fall of 2023, we will be able to meet our 
customers' strong demand for lasers.
We are confident that this increase will be sufficient to meet our customers' 
strong demand for lasers and the supply of maintenance parts.
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This is a top view of our factory building. P1 and P2 are the production building 
and P3 is the office building. This year, we added an R&D building called P3 
Annex.
We are currently constructing a new production building called P4, which will be 
completed in the fall of next year. This will complete a 230% increase in 
production.
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Finally, I would like to explain how we are strengthening our service system.
To help maintain high utilization rates at our customers' plants, we proactively 
diagnose equipment conditions and analyze data using AI. Preparation for 
preventive maintenance based on the results of such diagnostics and 
replacement of parts at the appropriate time will help achieve even higher 
utilization.

In addition, as the cumulative number of FSEs installed will increase 
significantly, it will be important to improve the skills of existing and future FSEs 
to be hired.
For example, WW trainer meetings, introduction of video manuals, FSE skill 
evaluation system, training using VR/AR, etc.
By implementing various human resource training programs, we hope to 
continue to provide a stable and high level of support.
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Next, as the second part of our growth strategy, I would like to explain our new 
business development of DUV light sources.
In our main business, excimer lasers are used as light sources for lithography, 
but in our new business, we will utilize excimer lasers in a process called 
advanced packaging.
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First of all, let me explain why excimer lasers are used in advanced packaging.

In the state-of-the-art semiconductor industry, integration is being promoted 
through packaging that integrates chips in three dimensions, while at the same 
time miniaturizing the line width of circuits on chips to increase the level of 
integration.
At the same time, integration is being promoted by means of packages that 
integrate chips in three-dimensional directions.
In the advanced packaging process, microvias, which are microscopic holes for 
connecting layers, are required.

Conventional CO2 and UV lasers have limitations in hole diameter. Specifically, 
CO2 lasers are said to have a hole diameter of 30um, while UV lasers have a 
hole diameter of 10um.
On the other hand, drilling with excimer lasers has the potential to drill holes as 
small as 3um, and is considered a promising technology.
We hope that excimer lasers will be used in the next generation where they are 
needed and contribute to the miniaturization of semiconductors through 
advanced packaging.
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As a third growth strategy, we are also pursuing business exploration of EUV 
light sources.

As some of you may know, we have been conducting research and 
development of EUV light sources since 2000.
At this point, we have not yet been able to develop a business, but we have a 
competitive technology, so we are continuing our research and development.
In August of this year, we integrated the EUV R&D unit that was located in 
Hiratsuka into the Oyama facility, which will accelerate our development efforts.
We are also looking into various EUV applications, and we hope that this will 
lead to business with our customers.
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Finally, a summary.
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Gigaphoton is a company that can provide competitive light sources and 
services in the fast-growing semiconductor industry.
We are a high-growth, highly profitable company with steadily growing sales 
and a high operating margin.

We believe that the market for DUV light sources will not decrease and will 
continue to grow steadily even with the introduction of EUV light sources.
We expect our annual sales volume to double by 2030 and the number of units 
installed to double as well, which means that the company itself will be able to 
grow significantly.

In addition to DUV light sources for lithography, we will also start new 
businesses to further accelerate our growth.

In addition, we will naturally aim to achieve carbon neutrality in 2030, which is 
a high target for our CO2 emissions.
We are also actively researching and developing environmentally friendly gas 
recycling equipment to help our customers reduce their environmental impact.

That concludes my explanation.
Thank you very much.
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