
Results of Operations 
Consolidated net sales in 2015 totaled ¥780,958 million (US$6,475 million), 
a decrease of ¥95,622 million, or 10.9%, from the previous year. While sales 
figures of the Chemicals and Aluminum segments increased, those of 
the Petrochemicals segment decreased due to a fall in product prices, reflecting 
the sharp drop in raw naphtha prices. Sales figures of Electronics, Inorganics, 
and Others segments also decreased due to lower shipment volumes.

The cost of sales decreased ¥108,839 million, or 14.2%, to ¥659,010 
million (US$5,464 million), reflecting the decrease in net sales.

Selling, general and administrative expenses increased ¥460 million, 
or 0.5%, to ¥88,276 million (US$732 million). R&D expenditures decreased 
¥73 million, to ¥20,289 million (US$168 million).

We recorded operating income of ¥33,672 million (US$279 million), 
up ¥12,757 million, or 61.0%, from the previous year due to the increase 
in operating income of the Petrochemicals segment resulting from the 
improvement in spreads between market prices of olefin products and 
raw naphtha price, and due also to the increase in shipment volumes in 
the Chemicals segment, while the operating income of Electronics, 
Inorganics, and Aluminum segments decreased.

Information by Business Segment
A breakdown of net sales and operating income by business segment is 
as follows. 

Petrochemicals
Production of ethylene and propylene increased from the previous year 
due to recovery from the impact of the once-in-four-year shutdown 
maintenance held in 2014. Under the circumstances, shipment volumes 
of major olefin products, including ethylene and propylene, increased. 
However, overall sales of olefins decreased due to a fall in market prices, 
reflecting the sharp drop in raw naphtha prices. Sales of organic chemicals 
were down due to a fall in sales price of vinyl acetate, though sales of 
ethyl acetate increased due to higher shipment volumes.

As a result, the Petrochemicals segment’s sales decreased ¥50,112 
million, or 17.8%, to ¥231,288 million (US$1,918 million). The segment 
recorded an operating income of ¥10,543 million (US$87 million), up 
¥15,473 million, due mainly to the improvement in olefin products’ 
spreads between sales prices and costs.

Chemicals
With regard to our basic chemicals business, sales of chloroprene rubber 
increased due to higher shipment volumes to the United States and the 
benefit of a weak yen, while sales of liquefied ammonia decreased due 

to lower shipment volumes. Sales of acrylonitrile decreased following a 
fall in market prices. Sales of electronic chemicals increased due to a 
major increase in shipment volumes of high-purity gases for electronics, 
reflecting a boost in production of semiconductors in East Asia. Sales of 
functional chemicals were up due to consolidation of Shanghai Showa 
Highpolymer Co., Ltd. at the beginning of the year, despite a reduction 
in domestic shipment volumes. Sales of industrial gases were maintained 
at the level of the previous year.

As a result, the Chemicals segment’s sales increased ¥3,228 million, 
or 2.3%, to ¥142,292 million (US$1,180 million). The segment recorded 
an operating income of ¥10,707 million (US$89 million), up ¥5,247 million 
from the previous year.

Electronics
Sales of HD media decreased due to lower shipment volumes as a result of 
the backlash from high level replacement demand for PCs in the previous 
year triggered by the expiration of support for an old version of an operating 
system. Sales of rare earth magnetic alloys decreased due to a fall in market 
prices under the influence of the repeal of export duty on rare earths by 
China in May 2015. Sales of compound semiconductors also decreased.

As a result, the Electronics segment’s sales decreased ¥7,045 million, 
or 5.1%, to ¥131,492 million (US$1,090 million). Operating income in 
this segment decreased ¥8,298 million, or 32.2%, to ¥17,472 million 
(US$145 million).

Inorganics
Sales of graphite electrodes decreased due to a reduction in shipment 
volumes owing to stagnant steel industry in the United States resulting 
from depressed demand for oil well pipes and import of low-priced steel, 
and also owing to the weak supply-demand situation in the Asian steel 
market resulting from the export of steel materials from China. In addition, 
sales of ceramics decreased slightly.

As a result, the Inorganics segment’s sales decreased ¥4,081 million, 
or 6.0%, to ¥63,476 million (US$526 million). The segment recorded an 
operating loss of ¥1,249 million (US$10 million), a deterioration of ¥949 
million from the previous year.

Aluminum
Sales of high-purity foil for aluminum electrolytic capacitors in China 
increased due to an increase in production at Showa Denko Aluminum 
(Nantong) Co., Ltd., China, following an expansion of facilities, while 
production in Japan decreased. Thus, overall sales of rolled products 
increased slightly due to the sales increase in China. Sales of aluminum 
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specialty products decreased due to a reduction in shipment volumes to 
manufacturers of cars and other transportation equipment. Sales of 
aluminum cans were up due to the increase in shipment volumes of cans 
for coffee beverages and consolidation of Hanacans Joint Stock 
Company of Vietnam in June 2014, which contributed to the increase in 
consolidated sales throughout 2015.

As a result, the Aluminum segment’s sales increased ¥2,800 million, 
or 2.9%, to ¥100,756 million (US$835 million). However, operating 
income in this segment decreased ¥436 million, to ¥2,563 million (US$21 
million) due partly to the impact of high priced aluminum ingots until 
the middle of 2015.

Others
Sales of lithium ion battery (LIB) materials increased due partly to the 
start of full-scale shipment for car applications in addition to higher 
shipment volumes for smartphones. Shoko Co., Ltd.’s sales decreased 
significantly due to the fall in sales of its steel related business in China.

As a result, the Others segment’s sales decreased ¥42,565 million, or 
21.8%, to ¥152,459 million (US$1,264 million). However, the segment 
recorded operating income of ¥1,493 million (US$12 million), up ¥2,171 
million from the previous year, due to the increase in shipment volumes 
of LIB materials.

Information by Geographic Area
Sales in Japan
The Petrochemicals segment’s sales decreased due to a fall in market prices 
of products reflecting the sharp drop in raw naphtha prices, though 
shipment volumes of petrochemical products increased due to recovery 
from the impact of the once-in-four-year shutdown maintenance held in 
2014. The Chemicals segment’s sales increased due to an increase in 
shipment volumes of high-purity gases for electronics. However, sales 
figures of the Electronics segment decreased due to a weakening demand 
for HD media for PCs. The Inorganics segment’s sales decreased due to 
the decrease in shipment volumes of graphite electrodes and ceramics. 
The Aluminum segment’s sales decreased due partly to lower shipment 
volumes of high-purity foil for aluminum electrolytic capacitors. Sales 
figures in the Others segment decreased due to a decrease in Shoko Co., 
Ltd.’s sales, despite higher shipment volumes of LIB materials.

As a result, consolidated sales from operations in Japan decreased 
¥70,282 million, or 12.8%, to ¥479,628 million (US$3,977 million).

Sales in Asia (Excluding Japan)
The Chemicals segment’s sales increased due partly to higher shipment 

volumes of high-purity gases for electronics, which are products of our 
electronic chemicals business. In our functional chemicals business, 
the new consolidation of Shanghai Showa Highpolymer Co., Ltd. also 
contributed to the increase in sales in the Chemicals segment. The 
Aluminum segment’s sales increased due to the consolidation of Hanacans 
Joint Stock Company, a can manufacturer of Vietnam, in June 2014, 
which contributed to the increase in consolidated sales throughout 
2015. However, the Others segment’s sales decreased significantly due 
to Shoko Co., Ltd.’s withdrawal from steel related business in China.

As a result, consolidated sales from operations in Asia (excluding Japan) 
decreased ¥25,665 million, or 9.0%, to ¥258,932 million (US$2,147 million).

Sales in the Rest of the World
The Inorganics segment’s sales decreased due to the fall in shipment 
volumes of graphite electrodes to markets other than North America. 
The Chemicals segment’s sales increased due to the increase in shipment 
volumes of chloroprene rubber, a product of our basic chemicals business, 
to the North American market.

As a result, consolidated sales from operations in the rest of the world 
increased ¥325 million, or 0.8%, to ¥42,398 million (US$352 million).

Other Income (Expenses) and Net Income
The gap between interest expenses and interest and dividends income 
decreased ¥1,324 million, to expenses of ¥2,155 million (US$18 million), 
compared with the previous fiscal year, which saw receipt of a dividend 
in line with withdrawal from an aluminum smelting joint venture in 
Indonesia on the part of Nippon Asahan Aluminum Co., Ltd., an 
investment company we had an equity in. We recorded a gain in the 
equity in earnings of unconsolidated subsidiaries and affiliates to which 
the equity method is applied in the amount of ¥1,917 million (US$16 
million), up ¥705 million, due partly to an improvement in results of 
affiliates in synthetic-resin-related operations following market recovery 
and higher operating rate.

With regard to foreign exchange gains/losses, though we recorded 
foreign exchange gains in 2014 due to continuous depreciation of the 
yen against the dollar, the dollar-yen exchange rate during 2015 was 
relatively stable. Moreover, we recognized foreign exchange losses in 
our subsidiaries in Asia due to a relative increase in dollar-based debts 
resulting from depreciation of local currencies against the dollar. As a 
result, the Group’s foreign gains/losses deteriorated ¥4,872 million, to 
losses of ¥441 million (US$37 million).

We recorded a loss of ¥3,869 million (US$32 million), net, on 
retirement and sales of noncurrent assets, a decrease of ¥271 million, 
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due partly to retirement losses resulting from replacement of facilities of 
Inorganics and Chemicals segments. We also recorded impairment loss 
of ¥10,678 million (US$89 million), an increase of ¥6,931 million, due 
partly to the Inorganics segment’s recognition of an impairment loss 
amounting to ¥6,179 million as a result of the delay in improvement of 
operating rate in the graphite electrode production facilities of Showa 
Denko Sichuan Carbon Inc., our subsidiary in China, caused by the 
oversupply in the Chinese steel industry. We also posted impairment 
losses in the Electronics segment’s rare earth business operations in 
Japan and China, and the Aluminum segment’s subsidiary in Malaysia, 
which is engaged in ShoticTM business.

Gain on sales of investment securities increased ¥5,070 million, to 
¥8,056 million (US$67 million) due to sales of a part of our listed stocks. 
We posted ¥13,404 million (US$111 million) as loss on provision of 
allowance for doubtful accounts due mainly to the posting of provision 
of allowance for doubtful accounts in Shoko Co., Ltd.’s steel related 
business in China. The sum of extraordinary losses other than those 
mentioned above improved ¥1,457 million, to ¥6,215 million (US$52 million), 
due mainly to the decrease in loss on valuation of investment securities.

Overall, the total of other income (expenses), net, or, the total of 
non-operating income (expenses) and extraordinary income (expenses), 
net, deteriorated ¥16,483 million, to a loss of ¥27,433 million (US$227 million).

As a result, the Company posted income before taxes and minority 
interests of ¥6,239 million (US$52 million), down ¥3,725 million from the 
previous year.

Corporate tax increased ¥7,098 million, to ¥13,922 million (US$115 
million) due to a revision of the taxation system and a partial liquidation 
of deferred tax assets resulting from a revision of the Company’s income 
forecast accompanied by the formulation of the new medium-term 
consolidated business plan. Thus, the Company recorded net income of 
¥969 million (US$8 million), down ¥2,531 million from the previous year.

Financial Position
Total Assets
Total assets decreased ¥69,769 million from the end of the previous year, 
to ¥941,314 million (US$7,805 million), due partly to the decrease in 
accounts receivable-trade and inventory, reflecting falls in material and 
fuel prices. Cash and deposits decreased ¥2,786 million, to ¥64,054 
million (US$531 million).

Net property, plant and equipment decreased ¥12,368 million, to 
¥501,288 million (US$4,156 million), due partly to the posting of 
impairment losses, despite new consolidation of Shanghai Showa 
Highpolymer Co., Ltd. and other companies.

Total investments and other assets decreased ¥10,039 million, to 
¥106,949 million (US$887 million), due partly to the partial liquidation 
of deferred tax assets.

Liabilities
Interest bearing debt decreased ¥14,289 million, to ¥368,835 million 
(US$3,058 million). Total liabilities decreased ¥59,039 million, to 
¥631,539 million (US$5,236 million), due partly to the decrease in notes 
and accounts payable-trade.

Net Assets
Net assets decreased ¥10,730 million from the end of the previous year, 
to ¥309,774 million (US$2,568 million), due partly to the decrease in 
valuation difference on available-for-sale securities and the decrease in 
minority interests resulting from the posting of extraordinary loss in 
Shoko Co., Ltd., though we recorded net income.

Capital Expenditures
Capital expenditures decreased ¥3,259 million from the previous year, to 
¥44,059 million (US$365 million). We completed expansion of the used-
plastic gasification facility at Kawasaki Plant, established an integrated 
aluminum can production system at Hanacans Joint Stock Company, which is 
our can manufacturing subsidiary in Vietnam, and expanded production 
capacity for SiC epitaxial wafers for power devices with very low defect 
density. We also implemented construction works for various purposes 
including reinforcement of production facilities, efficiency improvement, 
maintenance of production facilities, and environmental preservation.

Cash Flows
Net cash provided by operating activities decreased ¥3,578 million from 
the previous year, to ¥62,418 million (US$518 million), due partly to a 
decrease in notes and accounts payable-trade, despite an increase in 
operating income. Net cash used in investing activities decreased ¥3,302 
million, to ¥43,923 million (US$364 million), due partly to acquisition of 
shares in subsidiaries in time with a change in scope of consolidation in 
the previous year. Net cash used in financing activities was ¥23,202 million 
(US$192 million), a decrease of ¥1,822 million, as a result of the purchase 
and cancellations of preferred securities and the repurchase of the 
Company’s own shares, both in the previous year, despite the fall in 
interest-bearing debt.

As a result, taking the effects of exchange rate fluctuations into account, 
cash and cash equivalents at the end of 2015 decreased ¥2,884 million, 
to ¥63,630 million (US$528 million).
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