
Results of Operations 
Consolidated net sales in 2017 totaled ¥780,387 million (US$6,906 million), 
an increase of ¥109,228 million, or 16.3%, over the previous year. Sales 
grew in all segments. In the Petrochemicals segment, sales rose due to 
increases in the prices of products and the consolidation of SunAllomer 
Ltd. in the second half of 2016. In the Inorganics segment, sales rose due 
to an increase in shipment volumes of graphite electrodes, improved 
market conditions for graphite electrodes in China in the second half of 
2017, and the new consolidation of SHOWA DENKO CARBON Holding 
GmbH in the fourth quarter of 2017 following the acquisition and 
business integration of former SGL GE Holding GmbH, a graphite 
electrode manufacturer.

The cost of sales went up ¥57,784 million, or 10.6%, to ¥602,778 million 
(US$5,334 million), reflecting the increase in net sales.

Selling, general and administrative expenses rose ¥15,680 million, or 
18.6%, to ¥99,791 million (US$883 million), due partly to the higher 
transportation cost caused by the increase in net sales. R&D expenditures 
rose ¥1,225 million to ¥18,539 million (US$164 million).

Operating income for the Group increased substantially, by 85.0%, or 
¥35,765 million, to ¥77,818 million (US$689 million). The Petrochemicals 
segment recorded higher income due to a strong market caused by a 
tight supply-demand balance in East Asia. The Inorganics segment also 
recorded higher income due to growth in shipment volumes for 
graphite electrodes resulting from the business integration and the 
stiffening graphite electrode market in China, in addition to the effects 
of lower production costs for graphite electrodes. The Electronics, 
Chemicals, and Aluminum segments also recorded higher income.

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

Petrochemicals
Production of ethylene rose from the previous year. Sales of olefins 
increased due to the higher prices for products caused by a rise in the 
raw naphtha price and strong demand. Sales of organic chemicals 
improved due to higher shipment volumes and a rise in prices of products, 
including ethyl acetate and vinyl acetate. The consolidation of SunAllomer 
Ltd. in the second half of 2016 also drove up sales in this segment.

As a result, sales in the Petrochemicals segment increased ¥65,345 
million, or 35.2%, over the previous year to ¥251,128 million (US$2,222 
million). This segment recorded operating income of ¥33,357 million 
(US$295 million), up ¥12,667 million, or 61.2% over the previous year.

Chemicals
The production of liquefied ammonia and high-purity gases for electronics 
increased from the previous year. In the basic chemicals business, sales of 
liquefied ammonia rose due to higher shipment volumes. Sales of 
chloroprene rubber improved due to a high level of shipment volumes and 
a strong market. Sales of acrylonitrile increased due to a rise in prices. Sales 
of electronic chemicals rose due to higher shipment volumes of high-purity 
gases for electronics caused by an increase in production in the 
semiconductor and display panel industries. Sales of functional chemicals 
went up due to higher shipment volumes for use in the domestic 
automotive industry. However, sales of industrial gases decreased slightly.

As a result, sales for the Chemicals segment increased ¥14,229 million, 
or 10.6%, to ¥148,758 million (US$1,316 million). The segment recorded 
operating income of ¥16,474 million (US$146 million), up ¥2,650 million, 
or 19.2% over the previous year.

Electronics
Production of HD media in 2017 increased from the previous year due to 
higher shipment volumes of media for use in data centers. As a result, 
sales of HD media went up. Sales of rare earth magnetic alloys and 
compound semiconductors rose from the previous year due to higher 
shipment volumes. Sales of lithium-ion battery (LIB) materials, which was 
transferred from the Others segment to the Electronics segment at the 
beginning of 2017, decreased due to lower shipment volumes to China 
caused by changes in the subsidy policy for electric vehicles.

As a result, the Electronics segment’s sales rose ¥2,602 million, or 
2.2%, over the previous year to ¥123,064 million (US$1,089 million). The 
segment recorded operating income of ¥21,925 million (US$194 million), 
up ¥6,910 million, or 46.0% over the previous year.

Inorganics
Production of graphite electrodes in 2017 went up compared with the 
previous year due to an improvement in the situation of the electric steel 
industry as the customer. Sales of graphite electrodes rose due to the 
acquisition and consolidation of SGL GE Holding GmbH (currently SHOWA 
DENKO CARBON Holding GmbH) in the fourth quarter of 2017, in addition 
to higher sales volumes and a rise in prices for graphite electrodes in the 
Chinese market during the second half of 2017. Sales of ceramics rose 
due to an increase in shipment volumes for the electronics industry.

As a result, sales in the Inorganics segment increased ¥22,572 million, 
or 44.4% over the previous year, to ¥73,442 million (US$650 million). The 
segment recorded operating income of ¥7,089 million (US$63 million), 
an improvement of ¥12,848 million from the previous year, due mainly 
to higher operating income earned by the graphite electrode business.
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Aluminum
Production of high-purity foil for aluminum electrolytic capacitors 
increased from the previous year. Shipment volumes and sales of rolled 
products rose due to higher shipment volumes of high-purity foil for 
aluminum electrolytic capacitors for industrial equipment and 
automotive applications. Sales of aluminum specialty components went 
up, due partly to higher shipment volumes of the large aluminum 
extrusions and aluminum cylinders used in laser-beam-printers. Sales of 
aluminum cans increased due to higher shipment volumes recorded by 
Hanacans Joint Stock Company in Vietnam.

As a result, sales in the Aluminum segment increased ¥6,864 million, 
or 7.0% over the previous year, to ¥105,439 million (US$933 million). 
Operating income for the segment rose ¥2,281 million, or 51.6% over 
the previous year, to ¥6,697 million (US$59 million).

Others
Sales in the Others segment increased ¥4,884 million, or 3.8% over the 
previous year, to ¥133,624 million (US$1,183 million) due mainly to improved 
sales from Shoko Co., Ltd. Operating income for this segment rose by 
¥10 million, or 1.6% over the previous year, to ¥633 million (US$6 million).

Information by Geographic Area
Sales in Japan
Sales in the Petrochemicals segment increased due to a rise in market 
prices of products, the result of higher raw naphtha prices and the 
consolidation of SunAllomer Ltd. in the second half of 2016. Sales in the 
Chemicals segment went up due to an increase in shipment volumes of 
high-purity gases for electronics caused by a production increase in the 
semiconductor and display panel industries, higher shipment volumes of 
liquefied ammonia and a rise in the market price of acrylonitrile. Sales 
figures for the Electronics segment were higher due to increased shipment 
volumes of compound semiconductors, rare earth magnetic alloys and HD 
media. In the Inorganics segment, sales rose due to an increase in sales 
volumes for graphite electrodes and an increase in shipment volumes in 
ceramics for electronics. Sales in the Aluminum segment increased due to 
higher sales of high-purity foil for aluminum electrolytic capacitors and 
aluminum specialty components, including large extrusions. Sales figures 
for the Others segment rose due to an increase in sales from Shoko Co., Ltd.

As a result, consolidated sales from operations in Japan rose ¥73,523 
million, or 17.1%, to ¥504,162 million (US$4,462 million).

Sales in Asia (excluding Japan)
Sales in the Petrochemicals segment in Asia increased due to a rise in 
market prices for olefins. Sales in Asia for the Chemicals segment also 

rose. For the basic chemicals business, sales of chloroprene rubber rose 
due to an increase in export volumes and higher market prices. For the 
electronic chemicals business, sales went up due to an increase in 
shipment volumes of high-purity gases for electronics caused by higher 
production in the semiconductor and display panel industries in East 
Asia. For the functional chemicals business, sales increased due to a surge 
in shipment volumes of products to the Chinese market. The Electronics 
segment’s sales rose due to higher shipment volumes of HD media 
resulting from the bottoming out of demand for HDDs used in PCs and 
an increase in shipment volumes of HDDs for data centers. Sales in the 
Inorganics segment rose due to higher market prices for graphite 
electrodes in China. Sales in the Aluminum segment increased due to 
higher shipment volumes recorded by Hanacans Joint Stock Company in 
Vietnam. Sales in the Others segment decreased due to a lower sales at 
Shoko Co., Ltd. and Shoko (Shanghai) Co., Ltd. 

As a result, consolidated sales from operations in Asia (excluding 
Japan) increased ¥22,018 million, or 10.6% over the previous year, to 
¥230,644 million (US$2,041 million).

Sales in the Rest of the World
Sales in the Inorganics segment rose sharply due mainly to the consolidation 
of SHOWA DENKO CARBON Holding GmbH in the fourth quarter of 2017 
and an increase in sales recorded by Showa Denko Carbon Inc. in the U.S.

As a result, consolidated sales from operations in the rest of the 
world increased ¥13,687 million, or 42.9% over the previous year, to 
¥45,580 million (US$403 million).

Other Income (Expenses) and Net Income 
Attributable to Owners of the Parent
The gap between interest expenses and interest and dividends income 
improved ¥384 million to expenses of ¥1,207 million (US$11 million), 
mainly from an increase in interest income.

We recorded a loss on the equity in earnings of unconsolidated 
subsidiaries and affiliates to which the equity method is applied of 
¥7,689 million (US$68 million), a fall of ¥12,017 million. This fall was due 
mainly to the recording of a loss on the equity in earnings of unconsolidated 
subsidiaries and affiliates to which the equity method is applied 
amounting to ¥9,948 million from PT. Indonesia Chemical Alumina (ICA), 
the result of impairment losses on ICA’s alumina plant following the 
Company’s decision to sell all of its shares in ICA. The consolidation of 
SunAllomer Ltd. also reduced the equity in earnings of unconsolidated 
subsidiaries and affiliates to which equity method is applied.

For foreign exchange gain (losses), the group recorded foreign 
exchange losses of ¥2,791 million (US$25 million), a drop of ¥1,133 
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million due mainly to the recording of a foreign exchange loss in a 
subsidiary in Taiwan caused by the appreciation of the New Taiwan 
dollar against the U.S. dollar.

We recorded a loss of ¥4,430 million (US$39 million), net, on retirement 
and sales of noncurrent assets, a fall of ¥1,207 million, due mainly to the 
recording of expenses and retirement losses resulting from refurbishment 
to make effective use of Yokohama Plant, which belongs to the Inorganics 
segment. We also recorded a loss of ¥7,204 million (US$64 million) for 
the impairment loss, an improvement of ¥8,439 million, due partly to 
our recognition of an impairment loss amounting to ¥2,312 million as 
the cost of refurbishment to make effective use of Yokohama Plant and 
recognition of another impairment loss of ¥1,555 million from the 
Chichibu Plant, which belongs to the Electronics segment.

Gain on sales of investment securities increased ¥336 million, to ¥408 
million (US$4 million).

The sum of extraordinary losses, other than those mentioned above, 
came to ¥9,418 million (US$83 million), due mainly to posting of a loss on 
provision of the allowance for doubtful accounts and others concerning ICA.

Overall, the total of other income (expenses), net, i.e., the total of 
non-operating income (expenses) and extraordinary income (expenses), 
net, fell by ¥6,678 million, to a loss of ¥31,202 million (US$276 million). 
The total of the other expenses posted for Yokohama Plant, as mentioned 
above, amounted to about ¥7,600 million.

As a result, the Company recorded income before taxes and 
noncontrolling interests of ¥46,616 million (US$413 million), up ¥29,087 
million from the previous year.

Income taxes increased ¥7,142 million to ¥10,833 million (US$96 million) 
due to the improvement in the Company’s performance. Consequently, 
the Company recorded net income attributable to owners of the parent 
of ¥33,470 (US$296 million), up ¥21,166 million over the previous year.

Financial Position
Total Assets
Total assets at the end of 2017 rose ¥92,029 million from the end of the 
previous year, to ¥1,024,727 million (US$9,068 million), due mainly to 
the increase in notes and accounts receivable, inventories, and property, 
plant and equipment resulting from the acquisition of a graphite 
electrode company. Cash and deposits increased ¥7,334 million from the 
end of the previous year to ¥77,248 million (US$684 million).

Net property, plant and equipment increased ¥18,765 million to 
¥505,900 million (US$4,477 million), due mainly to the recent consolidation 
of SHOWA DENKO CARBON Holding GmbH. Total investments and other 
assets increased by ¥3,000 million, to ¥113,486 million (US$1,004 million), 
due partly to the appreciation in the market valuation of investment securities.

Liabilities
Interest bearing debt fell by ¥13,203 million from the end of the previous 
year to ¥346,726 million (US$3,068 million). However, total liabilities rose 
¥38,263 million, to ¥659,730 million (US$5,838 million), due partly to the 
increase in accounts payable–trade resulting from the recent consolidation 
of SHOWA DENKO CARBON Holding GmbH.

Net Assets
Net assets rose ¥53,766 million from the end of the previous year, to 
¥364,997 million (US$3,230 million), due partly to the posting of net income 
attributable to owners of the parent and an increase in the valuation 
difference on available-for-sale securities resulting from a rise in stock prices.

Capital Expenditures
Capital expenditures increased ¥2,003 million from the previous year, to 
¥41,279 million (US$365 million). Capital expenditures for the electronic 
chemicals business decreased from the previous year, though they were 
still at a high level. However, we expanded production capacity to produce 
lithium-ion battery materials and for Hanacans Joint Stock Company in 
Vietnam to produce more aluminum cans. We also began construction 
work for a variety of purposes, including production improvements, 
greater efficiency, maintenance and environmental preservation.

Cash Flows
Net cash provided by operating activities decreased ¥1,666 million from 
the previous year with proceeds of ¥67,284 million (US$595 million), due 
partly to the increase in working capital, despite the rise in operating 
income. Net cash used in investing activities decreased ¥23,840 million 
from the previous year for the payment of ¥29,914 million (US$265 
million), due partly to a decrease in payments into time deposits and an 
increase in proceeds from sales of investment securities. As a result, free 
cash flow ended up with proceeds of ¥37,369 million (US$331 million), 
an improvement of ¥22,174 million.

Net cash used in financing activities rose ¥5,151 million due to a 
reduction from the previous year in interest bearing debt, and ended up 
with the payment of ¥18,370 million (US$163 million). 

Consequently, taking the effects of exchange rate fluctuations into 
account, cash and cash equivalents at the end of 2017 increased ¥20,648 
million to ¥76,833 million (US$680 million) over the end of the previous year.
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