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Summary of Questions and Answers at a Briefing on SDK’s Third Quarter 2016 Results 
 
 
18:00 - 18:45, Tuesday, November 1, 2016 
Briefer: Saburo Muto, Director, Managing Corporate Officer and CFO 
*All contents are based on the information available as of the date and time of the briefing. 
 

 
[General] 
Q. Do you foresee any major change in operating 

income of the 4Q from that of the 3Q? 
A. We expect there will not be any factor which will 

cause our operating income of the 4Q to decline 
sharply from that of the 3Q.  As for the 
Petrochemicals segment, we expect that its 
operating income of the 4Q will be a little bit lower 
than that of the 3Q because the spread between 
procurement price of raw naphtha and sales price of 
ethylene of the 4Q will be narrower than that of the 
3Q which was wide.  In the chemicals segment, 
shipment volumes of carbon dioxide gas and dry ice 
in the 3Q were very high because of the summer 
season, which will not help us in the 4Q.  Shipment 
volumes of HD media will also slightly decrease in 
the 4Q due to seasonal variation. 

Q. How are your forward exchange contracts?  
How are those for the 4Q? 

A. For the 3Q, the average of forward exchange 
contracts was 108 yen/dollar, and overall average of 
applied exchange rates including those without 
forward exchange contracts was about 105 
yen/dollar.  For the 4Q, the average of forward 
exchange contracts we have arranged is about 107 
yen/dollar, and if the average of spot exchange rates 
is 100 yen/dollar, we expect the overall average of 
applied exchange rates will be 103 yen/dollar. 

 
[Electronics segment] 
(HD media) 
Q. How were your shipment volumes of HD media 

in the 3Q?  How are the current situations of 
shipment volumes of HD media for PCs and 
servers? 

A. Our shipment volumes of HD media in the 3Q was 
25% higher than that in the 2Q due to higher 
shipment volumes of HD media for use in PCs and 
strong demand for HDDs manufactured by our major 
customers.  The situation of the 4Q will be the same, 
except that there will be slight reductions in shipment 
volumes of HD media due to seasonal variations. 

Q. Has the streamlining of your capacity to 
produce HD media started to contribute to 
improvements in your income? 

A. Yes.  It certainly is contributing to the improvements 
in our income.  The total costs of the Electronics 
segment in the first three quarters of this year was 
reduced for about ¥4.8 billion form that in the same 
period of 2015. 

 
[Inorganics segment] 
(Graphite electrodes) 
Q. Do you expect any improvement in the 

performance of your graphite electrode business 
of the 3Q and the 4Q? 

A. Completion of the renewal of our hydropower plants 
will increase our income from graphite electrode 
business in the second half of 2016 for about ¥1 
billion.  The shipment volumes of graphite 
electrodes of our US subsidiary are so high that our 
Omachi Plant is now helping our US subsidiary 
through supportive shipment.  Operating income 
from graphite electrode business in the second half 
of 2016 is improved from that in the first half of 2016.  
Operating income from graphite electrode business 
in the 4Q is expected to be at the same level of the 
3Q.  We expect the situation of our graphite 
electrode business will be improved in 2017 due to 
the effects of our cost reduction efforts and 
improvement in the efficiency of hydropower plants. 

Q. How is the operating rate of the plant of your US 
subsidiary?  Is the US’s import of steel from 
China still increasing? 

A. The operating rates of our US subsidiary’s major 
customers are so high that we maintain high 
shipment volumes of graphite electrodes.  It seems 
that our customers do not take any action to increase 
inventory of graphite electrodes based on 
anticipation of price hike.  We think the actual 
demand for graphite electrodes in the US is steady. 
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[Aluminum segment] 
Q. Why is the Japan premium on aluminum metal 

prices decreasing? 
A. Our recognition is that the aluminum supply-demand 

situation surrounding Japan which once tightened 
has eased and aluminum prices returned to normal 
level. 

 
 
 
 

[Others segment] 
(LIB materials) 
Q. LIB production in China in the 3Q seemed to 

enter into a phase of adjustment.  Do you 
foresee recovery of LIB production in China in 
the 4Q? 

A. We recognized slight adjustment in shipment 
volumes of LIBs for automotive applications in the 
Chinese market in the 3Q.  However, in the 4Q, we 
expect that will recover to the level of the first half of 
the year which was favorable. 

 
*Performance forecast and other statements pertaining to the future as contained in this material are based on the information 
available as of the date and time of the briefing regarding risk factors that could affect our future performance.  Actual results may 
differ materially from the forecast due to a variety of risk factors, including, but not limited to, the economic conditions, costs of naphtha 
and other raw materials, demand for our products, market conditions, foreign exchange rates, changes in laws and regulations, and 
lawsuits.  As to the assumptions about the consolidated performance forecast including exchange rate and naphtha price, please 
refer to the Consolidated Financial Statements for the third quarter 2016 which were announced on November 1, 2016. 


