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Summary of Questions and Answers at a Briefing on SDK’s Second Quarter 2017 Results 
 
 
10:00 - 11:30, Wednesday, August 9, 2017 
Briefer: Kohei Morikawa, President and CEO 
 Toshiharu Kato, Director, Corporate Officer and CFO 
*All contents are based on the information available as of the date and time of the briefing. 
 

 
[General] 
Q. In 2Q 2017, you recorded extraordinary loss 

concerning ICA which is engaged in ceramics 
business.  When you announced 2016 financial 
results, you amended financial statements of 
prior years due to recognition of circular 
transactions committed by BE International, a 
subsidiary of Shoko Co., Ltd.  How do you think 
about your company’s corporate governance? 

A. Concerning the issue of BE International, we think 
there were two problems.  First, Shoko failed to find 
the problem in the process of due diligence before 
acquisition and business management after 
acquisition.  Second, Shoko was lagging behind in 
grappling with the problem after revelation of it.  
Shoko is now promoting a project to implement 
measures to prevent recurrence of similar problem 
and improve corporate governance, such as 
“revision of rules on credit management,” “upgrading 
of internal audit,” and “establishment of crisis 
management system and educational programs.”  
Through these measures, Shoko will improve its 
corporate governance.  SDK will actively support 
Shoko’s effort.  As for the issue of ICA, we 
rediscovered the difficulty in large overseas 
investment.  One-third of the amount of our strategic 
investment is overseas investment.  Before 
investment in ICA, we conducted process 
engineering examination, and profitability and 
financial feasibility examination.  Then the 
Management Committee discussed and decided the 
investment.  The reason why we decided this time 
to withdraw from ICA was that we could not reach an 
agreement on the ICA’s management course for the 
future with the partner of the project.  From now on, 
we will examine investments meticulously with a 
viewpoint of “direct investment is the last resort.” 

Q. Your performance is steadily improving.  How 
is your policy on the return to shareholders 
under such performance improvement? 

A. In our medium-term business plan, “Project 2020+,” 
we set a target payout ratio of 30%.  We maintain 

this target.  The recent business environment 
seems good.  However, since uncertainty over 
future of global economy remains, we think we 
should carefully decide our dividend rate after 
settlement of accounts for the full year 2017.  
Though we repurchased our own stock once, we 
think that would not be the end of repurchase. 

 
[Chemicals segment] 
(High-purity gases for electronics) 
Q. You raised prices of some gases.  Why did you 

do that? 
A. Main reason was a substantial rise in raw material 

prices. 
Q. What is the decisive factor in your decision to 

increase your capacity to produce high purity 
gases for electronics? 

A. Our strong point is that we sell gases directly to our 
customers.  Thanks to our supply chain 
management system in global scale, we can gather 
information concerning customers’ demands very 
rapidly.  This gives us advantage in getting a sense 
of how prices and demands are changing. 

 
[Electronics segment] 
(HD media) 
Q. How was the growth rate of your shipment 

volumes of HD media? 
A. In April, we forecasted that our shipment volumes of 

HD media in the first half of 2017 would be 25% 
higher than that in the same period of 2016.  The 
actual increase in shipment volumes in the first half of 
2017 was about 25%.  As for the forecast of our 
shipment volumes in the second half of 2017, we 
revised our forecast upward from that we made in 
April 2017. 

Q. How do you expect the trend of the demand for 
HDDs would be? 

A. We maintain our existing expectation. 
 
 
 



2 
 

[Inorganics segment] 
(Graphite electrodes) 
Q. The recent supply-demand balance of graphite 

electrodes seems tight.  Was there any 
structural change in the markets of North 
America and China?  How do you expect the 
global supply-demand situation would be? 

A. In the past several years, the graphite electrode 
industry reduced its yearly production capacity for 
about 100 thousand tons in the world.  The 
business cycle of graphite electrode market is long.  
However, we think the reduction in production 
capacity and demand increase in China has 
tightened supply-demand balance in the global 
graphite electrode market. 

(Business integration with SGL GE) 
Q. What is the background of the delay in business 

integration with SGL GE, which was originally 
announced to be in the middle of this year?  
How do you expect the synergy effect of the 
business integration would be? 

A. The processes of inspection by Antimonopoly law 
authorities have been finished in all relevant 
countries except the U.S.  We also hear that the 
inspection process in the U.S. is now in progress.  
We expect that the synergy effect of the business 
integration will be equivalent to 6 billion yen, due 
partly to the effect of optimization of supply chain 
management. 

 

 
*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 first half of 2017 which were announced on August 8, 2017. 


