
Results of Operations 
Consolidated net sales in 2016 totaled ¥671,159 million (US$5,762 million), 
a decrease of ¥104,573 million, or 13.5%, from the previous year. Sales 
figures decreased in all segments including the Petrochemicals segment 
where sales decreased due to a fall in product prices, reflecting a decline 
in raw naphtha price.

The cost of sales decreased ¥108,930 million, or 16.7%, to ¥544,994 
million (US$4,678 million), reflecting the decrease in net sales.

Selling, general and administrative expenses decreased ¥4,189 million, 
or 4.7%, to ¥84,111 million (US$722 million). R&D expenditures decreased 
¥2,976 million, to ¥17,313 million (US$149 million).

We recorded operating income of ¥42,053 million (US$361 million), 
up ¥8,545 million, or 25.5%, from the previous year due to the major 
increase in operating income of the Petrochemicals segment resulting 
from strong demand in Asia, and due also to the increase in operating 
income of Chemicals, Aluminum, and Others segments. On the other 
hand, the operating income of the Electronics segment decreased due 
to lower shipment volumes of HD media. The operating income of the 
Inorganics segment also 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 slightly decreased from the previous 
year due to coinciding shutdowns of plants to produce derivatives for 
periodic maintenance at Oita Complex in the first half of the year. Sales 
of olefins decreased due to a decline in prices of products caused by a 
drop in raw naphtha price, despite strong demand for olefins in the 
Asian market. Sales of organic chemicals also decreased due to a fall in 
the sales prices of vinyl acetate and ethyl acetate resulting from a 
decline in prices of raw materials.

As a result, the Petrochemicals segment’s sales decreased ¥45,505 
million, or 19.7%, from the previous year, to ¥185,783 million (US$1,595 
million). The segment recorded operating income of ¥20,690 million 
(US$178 million), up ¥10,147 million, or 96.2% due to a decline in prices of 
raw materials and the continued high operating rates in olefins and organic 
chemicals businesses in response to strong demand in the Asian market.

Chemicals
Production of liquefied ammonia and high-purity gases for electronics 
increased from the previous year. Sales of electronic chemicals slightly 
increased due to continued high-level shipment volumes, despite the 

impact of a strong yen. Sales of industrial gases slightly increased. On the 
other hand, sales of basic chemicals decreased due partly to a decline in 
the sales prices of some products including acrylonitrile following a fall 
in prices of raw materials, despite continuously high shipment volumes 
of products. Sales of functional chemicals decreased due to the transfer 
of our phenolic resin business to another company, which took place in 
the second half of the previous year.

As a result, the Chemicals segment’s sales decreased ¥7,763 million, 
or 5.5%, to ¥134,529 million (US$1,155 million). Operating income from 
basic chemicals business increased due to a reduction in costs of materials 
resulting partly from an increase in the ratio of recycled plastics among 
raw materials to produce ammonia. Operating income from industrial 
gases and functional chemicals businesses also increased, while that from 
electronic chemicals business decreased due to a strong yen. Overall, 
the segment recorded operating income of ¥13,824 million (US$119 
million), up ¥3,118 million, or 29.1% from the previous year.

Electronics
Production of HD media in 2016 decreased from the previous year due 
to a decrease in shipment volumes of media for use in PCs, which could 
not be compensated by the increase in shipment volumes of media for 
use in servers.  However, shipment volumes of HD media for use in PCs 
in the second half of the year recovered from the level of the first half of 
the year, and that in the fourth quarter of 2016 was higher than that in 
the same period of the previous year. Under this market environment, 
overall sales of HD media decreased due to the decrease in shipment 
volumes mentioned above and the impact of a strong yen. Sales of rare 
earth magnetic alloys and compound semiconductors also decreased.

As a result, the Electronics segment’s sales decreased ¥28,153 million, 
or 21.4%, to ¥103,339 million (US$887 million). Operating income of the 
segment decreased ¥3,565 million, or 20.4%, to ¥13,907 million (US$119 
million) due to the decrease in shipment volumes of HD media especially 
in the first half of the year, which could not be compensated by the increase 
in shipment volumes in the second half of the year. Nevertheless, operating 
income from HD media business in the second half of 2016 increased 
from that in the same period of the previous year due to the realization of 
effects of our efforts during the first half of 2016 to streamline production 
capacity and reinforce cost competitiveness of the HD media business.

Inorganics
Production volume of graphite electrodes slightly increased from the 
previous year. However, sales of graphite electrodes decreased due to a 
decline in market prices resulting from the adjustment of production in 
the steel industry in Asia and the United States under the influence of 
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overproduction in China. Sales of ceramics decreased due to a decline in 
shipment volumes.

As a result, the Inorganics segment’s sales decreased ¥12,607 million, 
or 19.9%, to ¥50,870 million (US$437 million). The segment recorded an 
operating loss of ¥5,758 million (US$49 million), a deterioration of ¥4,510 
million from the previous year. However, aiming to revitalize profitability 
of the graphite electrode business, the Showa Denko Group took 
measures to improve cost competitiveness of this business at production 
bases in Japan and the United States.

Aluminum
Domestic sales of high-purity foil for aluminum electrolytic capacitors 
increased from the previous year due to an increase in production of air 
conditioners and electronic parts for automobiles. Overall sales of rolled 
products increased due partly to the increase in shipment volumes of 
high-purity foil for aluminum electrolytic capacitors in China recorded 
by Showa Denko Aluminum (Nantong) Co., Ltd. in addition to the 
abovementioned sales increase in the domestic market.  Sales of aluminum 
specialty components decreased due to a fall in aluminum metal price 
and lower shipment volumes for some automotive applications. Sales of 
aluminum cans increased due to higher shipment volumes recorded by 
Hanacans Joint Stock Company of Vietnam.

As a result, the Aluminum segment’s sales decreased ¥2,181 million, 
or 2.2%, to ¥98,575 million (US$846 million). Operating income of the 
segment increased ¥1,854 million, or 72.3%, to ¥4,416 million (US$38 
million) due to an increase in shipment volumes of rolled products and 
higher shipment volumes of aluminum cans recorded by Hanacans.

Others
Sales of lithium ion battery (LIB) materials increased slightly due to an 
increase in shipment volumes for automotive applications in addition to 
higher shipment volumes for use in smartphones. However, Shoko Co., 
Ltd.’s sales decreased.

As a result, the Others segment’s sales decreased ¥4,870 million, or 
3.3%, to ¥142,364 million (US$1,222 million). However, the segment 
recorded an operating income of ¥1,775 million (US$15 million), up ¥446 
million, or 33.6% 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 a drop in raw naphtha price. The Chemicals 
segment’s sales decreased due to a decline in the market price of 
acrylonitrile and the transfer of our phenolic resin business to another 

company. Sales figures of the Electronics segment decreased due to 
lower shipment volumes of compound semiconductors, rare earth 
magnetic alloys, and HD media. In the Inorganics segment, sales of 
ceramics decreased due to lower sales volumes, and sales of graphite 
electrodes decreased due to a decline in market prices, despite an increase 
in shipment volumes. The Aluminum segment’s sales decreased due to a 
decline in sales prices of aluminum specialty components resulting from 
a fall in aluminum metal price, and due also to a decrease in sales volumes 
of aluminum specialty components, despite an increase in sales volumes 
of high-purity foil for aluminum electrolytic capacitors. Sales figures of the 
Others segment decreased due to a decrease in Shoko Co., Ltd.’s sales.

As a result, consolidated sales from operations in Japan decreased 
¥43,763 million, or 9.2%, to ¥430,639 million (US$3,697 million).

Sales in Asia (excluding Japan)
The Chemicals segment’s sales decreased due partly to a decline in sales 
of high-purity gases for electronics, which are products of our electronic 
chemicals business, resulting from a strong yen. For the functional 
chemicals business, a decline in Shanghai Showa Highpolymer Co., Ltd.’s 
sales also contributed to the decrease in sales figures of the Chemicals 
segment. The Electronics segment’s sales decreased due to a decrease in 
the demand for HD media for PCs and the strong yen. The Inorganics 
segment’s sales decreased due partly to a decline in market prices of 
graphite electrodes. The Aluminum segment’s sales increased due partly 
to the installation of a line to produce can ends at Hanacans Joint Stock 
Company. The Others segment’s sales decreased due partly to significant 
decreases in Shoko Co. Ltd.’s sales and Shoko (Shanghai) Co., Ltd.’s sales.

As a result, consolidated sales from operations in Asia (excluding Japan) 
decreased ¥50,306 million, or 19.4%, to ¥208,626 million (US$1,791 million).

Sales in the Rest of the World
The Inorganics segment’s sales decreased due to a fall in market prices 
of graphite electrodes manufactured by Showa Denko Carbon, Inc. of 
the United States.

As a result, consolidated sales from operations in the rest of the world 
decreased ¥10,505 million, or 24.8%, to ¥31,893 million (US$274 million).

Other Income (Expenses) and Net Income 
Attributable to Owners of the Parent
The gap between interest expenses and interest and dividends income 
improved ¥565 million to expenses of ¥1,590 million (US$14 million), 
due mainly to the decrease in interest expenses. 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 ¥4,328 million (US$37 
million), an improvement of ¥2,412 million, due partly to an improvement 
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in business results of affiliates in synthetic resin-related operations in 
consequence of market recovery and higher operating rates.

With regard to foreign exchange gain (losses), the Group recorded 
foreign exchange losses of ¥1,658 million (US$14 million), a deterioration 
of ¥1,217 million due mainly to the appreciation of the yen.

We recorded a loss of ¥3,222 million (US$28 million), net, on retirement 
and sales of noncurrent assets, an improvement of ¥647 million, due partly 
to retirement losses resulting from replacements of facilities in the 
Inorganics and Chemicals segments. We also recorded a loss of ¥15,644 
million (US$134 million) for the impairment loss, an increase of ¥4,966 
million, due partly to our recognition of an impairment loss amounting 
to ¥7,743 million as a result of the write-down of the book value of fixed 
assets used in the aluminum specialty components business operated 
in Oyama City, Tochigi Prefecture, a part of which became excessive 
assets after the divestiture of the automotive heat exchanger business in 
2012 and the following decrease in shipment volumes. We also posted an 
impairment loss amounting to ¥4,530 million concerning the Electronics 
segment’s electronics materials business.

Gain on sales of investment securities decreased ¥7,984 million, to 
¥72 million (US$1 million), because we did not record a gain on sales of listed 
stocks, which we had recorded in 2015. We did not post a loss on provision 
of allowance for doubtful accounts, which we had posted ¥13,404 million 
in 2015.  The sum of extraordinary losses other than those mentioned 
above improved ¥3,090 million, to ¥3,125 million (US$27 million), due 
mainly to decrease in loss on valuation of investment securities.

Overall, the total of other income (expenses), net, i.e., the total of 
non-operating income (expenses) and extraordinary income (expenses), 
net, improved ¥2,920 million, to a loss of ¥24,524 million (US$211 million).

As a result, the Company posted income before taxes and non-
controlling interests of ¥17,529 million (US$150 million), up ¥11,465 
million from the previous year.

Corporate tax decreased ¥19,271 million, to ¥3,691 million (US$32 
million), due to the rebound from the previous year’s increase in corporate 
tax caused by 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 
attributable to owners of the parent of ¥12,305 million (US$106 million), 
up ¥11,384 million from the previous year.

Financial Position
Total Assets
Total assets decreased ¥7,797 million from the end of the previous year, 
to ¥932,698 million (US$8,007 million), due partly to the decrease in 
inventory reflecting falls in material and fuel prices, notwithstanding the 

increase in accounts receivable. Cash and deposits increased ¥5,860 million, 
to ¥69,914 million (US$600 million).

Net property, plant and equipment decreased ¥15,158 million, to 
¥487,135 million (US$4,182 million), due partly to the posting of impairment 
losses, despite the new consolidation of SunAllomer Ltd.

Total investments and other assets increased ¥3,810 million, to 
¥110,486 million (US$948 million), due partly to the decrease in allowance 
for doubtful accounts.

Liabilities
Interest bearing debt decreased ¥8,906 million, to ¥359,929 million 
(US$3,090 million). Total liabilities decreased ¥10,885 million, to 
¥621,467 million (US$5,335 million), due partly to the decreases in 
interest bearing debt and notes and accounts payable-trade.

Net Assets
Net assets increased ¥3,089 million from the end of the previous year, to 
¥311,231 million (US$2,672 million), due partly to the posting of net 
income attributable to owners of the parent.

Capital Expenditures
Capital expenditures decreased ¥4,784 million from the previous year, to 
¥39,276 million (US$337 million). We replaced hydropower plants and 
expanded facilities to produce electronic chemicals. 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 increased ¥7,779 million from 
the previous year, to ¥68,949 million (US$592 million), due partly to the 
increase in operating income. Net cash used in investing activities increased 
¥11,257 million, to ¥53,754 million (US$461 million), due partly to an 
expenditure to acquire additional shares in a subsidiary accompanying a 
change in the scope of consolidation, and an increase in term deposits. 
Thus, free cash flow ended up in the proceeds of ¥15,195 million (US$130 
million), a deterioration of ¥3,478 million. Net cash used in financing 
activities decreased ¥8,116 million due to less reduction in interest 
bearing debt than the previous year, and ended up in the payment of 
¥13,220 million (US$113 million).

As a result, taking the effects of exchange rate fluctuations into 
account, cash and cash equivalents at the end of 2016 increased ¥1,589 
million, to ¥56,186 million (US$482 million).
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