
Management’s Discussion and Analysis
Note:  The U.S. dollar amounts appearing on the following pages represent the arithmetical results of translating yen into U.S. dollars at the rate of ¥109.56 to US$1.00,  

the approximate rate of exchange as at December 31, 2019.

Results of operations

The Group recorded consolidated net sales of ¥906,454 million 
(US$8,274 million) in 2019, down 8.6% from the previous year. 
Sales in the Chemicals segment increased slightly. However, 
sales in the other five segments decreased. Sales in the 
Inorganics segment fell due to a decrease in the sales volume of 
graphite electrodes resulting from reduced output. Sales in the 
Petrochemicals segment declined due to lower market prices for 
petrochemical products.
 The cost of sales went down ¥33,846 million, or 4.8%, to 
¥671,157 million (US$6,126 million), reflecting the decrease  
in net sales.
 Selling, general and administrative expenses rose ¥7,369 
million, or 6.9%, to ¥114,499 million (US$1,045 million), due partly 
to the cost of M&A of Industrielack (ILAG) Group.
 R&D expenditures increased ¥2,115 million, or 10.3%, to 
¥22,720 million (US$207 million).
 Operating income of the Group in 2019 decreased by 32.9%, to 
¥120,798 million. Operating income in the Others segment 
increased. However, operating income in the other five segments 
decreased. In the Inorganics segment, operating income 
decreased due to a decrease in production volumes of graphite 
electrodes. In the Electronics segment, operating income 
decreased due to a decline in shipment volumes of HD media for 
use in PCs.

Information by business segment

Petrochemicals segment
In the Petrochemicals segment, net sales fell 6.8%, to ¥250,678 
million (US$2,288 million). In our olefin business, sales volumes 
of ethylene and propylene increased from the previous year 
because once-in-four-year maintenance (resulting in the large-
scale shutdown of ethylene production) did not take place, as it 
did in the first half of 2018. However, sales of olefin products fell 
due to lower market prices of petrochemical products in Asia,  
a result of easing supply-demand conditions. Sales of organic 
chemicals decreased due partly to a decline in market prices for 
vinyl acetate and ethyl acetate. Operating income for this segment 
decreased 15.4%, to ¥17,201 million (US$157 million).

Chemicals segment
In the Chemicals segment, sales increased 0.6%, to  
¥157,480 million (US$1,437 million). For basic chemicals,  
sales decreased slightly. Production of liquefied ammonia and 
chloroprene rubber maintained the same level as the previous 
year. However, sales of acrylonitrile slowed due to a fall in the 
market price. Shipment volumes and sales of electronic chemicals 
decreased due to adjustments in production in the semiconductor 
and display industries. Sales of industrial gases and functional 
chemicals were at the same levels as the previous year. In addi-
tion, the nonstick chemical coating companies that we have 
acquired in recent years were consolidated by us. As a result, 
sales in the Chemicals segment rose. However, operating  
income for this segment decreased 21.5%, to ¥13,656 million 
(US$125 million).

Electronics segment
In the Electronics segment, sales decreased 13.8%, to ¥96,445 
million (US$880 million). Sales of HD media fell, due partly to the 
bearish shipment volumes of media for PCs. In addition, in the 
first half of 2019, shipment volumes of HD media for data centers 
declined due to a global slowdown in investment in information 
technology (IT). Sales of rare earth magnetic alloys decreased  
due to structural reforms. Sales of compound semiconductors 
decreased due to lower shipment volumes. Sales of lithium-ion 
battery (LIB) materials decreased due to lower shipment volumes, 
partly from a stagnant EV market in China. For SiC epitaxial 
wafers, sales declined due mainly to a falloff in exports, despite 
higher sales volumes of products for use in electric railcars. 
Operating income for this segment decreased 64.0%, to ¥4,880 
million (US$45 million).
 The SiC epitaxial wafer business was transferred from the 
Others segment to the Electronics segment at the beginning of 
2019. Figures of 2018 are based on this new segmentation.

Inorganics segment
In the Inorganics segment, sales decreased 13.5%, to ¥230,135 
million (US$2,101 million). Sales of graphite electrodes fell  
due to a reduction in the Company’s production and lower sales 
volumes of graphite electrodes starting from the middle of 2019. 
We are responding to the weakening supply-demand situation for 
graphite electrodes (mainly in the European market) that are the 
result of a slowdown in steel production and the partial clearance 
of our customers’ graphite electrode inventory. Sales of ceramics 
decreased due to a fall in shipment volumes of fine ceramics for 
electronics resulting from adjusted production in the electronic 
parts/materials industry, in addition to lower shipment volumes 
for general-purpose alumina and abrasives. This segment 
recorded operating income of ¥89,256 million (US$815 million), 
down 32.6% from the previous year.

Aluminum segment
In the Aluminum segment, sales fell 9.9%, to ¥97,542 million 
(US$890 million). Sales of rolled products decreased due to lower 
shipment volumes of high-purity aluminum foil for capacitors, the 
result of adjusting production in customer industries, including 
industrial equipment and automotive parts. Sales of aluminum 
specialty components decreased due mainly to a decline in ship-
ment volumes of these components for use in automotive parts. 
Sales of aluminum cans remained at the same level as the previ-
ous year. Operating income for this segment decreased 64.7%, to 
¥1,746 million (US$16 million).

Others segment
In the Others segment, sales decreased 8.1%, to ¥126,163 million 
(US$1,152 million). Shoko Co., Ltd.’s sales decreased due to 
falling markets for two divisions: Plastics and Metal Ceramics. 
However, operating income for this segment increased 4.9%, to 
¥1,819 million (US$17 million).

Information by geographic area

Sales in Japan
Sales in the Petrochemicals segment decreased due to  
a decline in market prices of petrochemical products resulting 
from lower raw naphtha prices, despite an increase in shipment 
volumes of products due to recovery from the impact of once-in-
four-year large-scale shutdown maintenance of ethylene production 
facilities, which took place in the first half of 2018. Sales in the 
Chemicals segment decreased. In the electronic chemicals busi-
ness, sales decreased due to a decrease in shipment volumes of 
high-purity gases for electronics resulting from adjustment of 
production in the semiconductor and display industries. In the 
basic chemicals business, sales decreased due partly to a decline 
in the market price of acrylonitrile. 
 In the Electronics segment, sales of compound semiconductors 
and rare earth magnetic alloys decreased due to stagnant shipment 
volumes. In the Inorganics segment, sales of graphite electrodes 
increased due to a rise in market prices. However, in the ceramics 
business, sales of titanium oxide for electronics and heat radiant 
filler decreased due to adjustment of production by customers.
 In the Aluminum segment, sales of high-purity aluminum foil 
for capacitors decreased due partly to a reduction in shipment 
volumes resulting from production adjustment in the industrial 
equipment manufacturers. Sales of aluminum specialty 
 components also decreased due to a reduction in shipment 
 volumes of products for use as automotive parts. 
 In the Others segment, sales decreased due to a decline in 
sales figures of Shoko Co., Ltd. This resulted from a decline in 
market prices of synthetic resins.
 As a result, consolidated sales from operations in Japan 
decreased ¥42,661 million, or 7.7%, to ¥508,672 million  
(US$4,643 million).

Net sales by segment
(Billions of yen)

Operating income by segment
(Billions of yen)
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Changing the segmentation: LIB materials was transferred from “Others” to 
“Electronics” from the year ended December 31, 2017. The segment information for 
the year ended December 2016 in the above table is based on the new segmentation. 
SiC epitaxial wafers for power devices was also transferred from “Others” to 
“Electronics” from the year ended December 31, 2019. The segment information for 
the year ended December 2018 in the above table is based on the new segmentation.
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Sales in Asia (excluding Japan)
Sales in the Petrochemicals segment in Asia increased because 
of an increase in export of olefins due to recovery from the impact 
of once-in-four-year large-scale shutdown maintenance of ethyl-
ene production facilities, which took place in the first half of 2018.
 In the Chemicals segment, sales of electronic chemicals 
decreased due to a reduction in shipment volumes of high-purity 
gases for electronics resulting from production adjustment in the 
semiconductor and display industries in East Asia. Sales of func-
tional chemicals decreased due to a reduction in shipment vol-
umes to China. Consolidation of subsidiaries producing coating 
materials contributed to an increase in sales of chemicals in Asia. 
 In the Electronics segment, sales of HD media decreased due 
to a reduction in shipment volumes of media for PCs. In the 
Inorganics segment, sales of graphite electrodes decreased due to 
a decline in shipment volumes caused by reduction of production 
aiming to cope with the softening supply-demand situation.
 As a result, consolidated sales from operations in Asia (exclud-
ing Japan) decreased ¥14,214 million, or 5.9% from the previous 
year, to ¥225,671 million (US$2,060 million).

Sales in the rest of the world
Sales in the rest of the world decreased due mainly to a decrease 
in sales in the Inorganics segment. Though sales of graphite elec-
trodes in the U.S. market increased, sales of graphite electrodes in 
Europe significantly decreased due to a reduction in the Group’s 
production volumes of graphite electrodes, especially those of our 
European bases, starting from the middle of 2019 aiming to 
respond to the weakening supply-demand situation of graphite 
electrodes mainly in the European market resulting from a slow-
down in steel production and partial clearance of our customers’ 
graphite-electrode inventory. In the Chemicals segment we newly 
consolidated coating materials manufacturing companies.
 As a result, consolidated sales from operations in the rest of 
the world decreased ¥28,808 million, or 14.3% from the previous 
year, to ¥172,111 million (US$1,571 million).

Other income (expenses) and net income

The gap between interest expenses and interest and dividends 
income improved ¥941 million to the proceeds of ¥321 million 
(US$3 million), due mainly to a decrease in interest expense.
 We recorded a gain on the equity in earnings of unconsolidated 
subsidiaries and affiliates to which the equity method is applied of 
¥748 million (US$7 million), a deterioration of ¥505 million. This 
reduction was due mainly to a decrease in income of a synthetic-
resin production company resulting from a sluggish market.
 For foreign exchange gain (losses), the Group recorded foreign 
exchange losses of ¥728 million (US$7 million) in 2019, a deterio-
ration of ¥381 million from the previous year due mainly to the 
recording of a foreign exchange loss from a subsidiary manufac-
turing HD media in Taiwan caused by the appreciation of the New 
Taiwan dollar against the U.S. dollar. In 2018, however, this HD 
media manufacturing subsidiary in Taiwan recorded foreign 
exchange gain due to the depreciation of the New Taiwan dollar 
against the U.S. dollar.
 We recorded a loss of ¥4,455 million (US$41 million), net,  
on retirement and sales of non-current assets, a decrease of ¥538 
million, due mainly to the recording of retirement losses resulting 
from removal of old facilities that belonged to the Inorganics and 
Chemicals segments.
 We also recorded a loss of ¥15,662 million (US$143 million) for 
the impairment loss on fixed assets, a decrease of ¥6,911 million, 
due partly to our recognition of an impairment loss amounting to 
¥2,812 million from the integration of bases to manufacture 
unsaturated polyester resin and vinyl ester resin in our functional 
chemicals business, another impairment loss amounting to 
¥10,418 million from the business to manufacture aluminum 
specialty components for the automotive parts industry, and 
another impairment loss amounting to ¥804 million from the 
business to manufacture aluminum cans for beverages in  
Oyama and Hikone plants where the Group streamlined their 
production capacities.
 Gain on sales of investment securities increased ¥222 million 
from the previous year, to ¥1,743 million (US$16 million).
 The sum of extraordinary losses, other than those mentioned 
above, decreased ¥4,104 million from the previous year, to ¥3,522 
million (US$32 million), which was due mainly to a decrease in a 
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 by ¥11,885 million, to a loss of ¥21,410 
million (US$195 million).
 As a result, the Company recorded income before income taxes 
and non-controlling interests of ¥97,883 million (US$893 million), 
down ¥47,626 million from the previous year.
 Income taxes decreased ¥6,174 million to ¥22,582 million 
(US$206 million) due to a decrease in the Company’s income 
before income taxes and non-controlling interests. Consequently, 
the Company recorded net income attributable to owners of the 
parent of ¥73,088 million (US$667 million), down ¥38,415 million 
from the previous year.

Financial position

Total assets
Total assets at the end of 2019 increased ¥1,398 million from the 
end of the previous year, to ¥1,076,381 million (US$9,825 million), 
due mainly to the increase in inventories resulting from a rise in 
prices of raw materials for graphite electrodes, despite a 
decrease in accounts receivable-trade. Cash and deposits 
increased ¥8,900 million from the end of the previous year, to 
¥122,086 million (US$1,114 million).
 Net property, plant and equipment decreased ¥5,238 million, to 
¥473,168 million (US$4,319 million), due mainly to the recording 
of impairment loss. Total investments and other assets increased 
¥6,112 million, to ¥106,156 million (US$969 million), due mainly to 
an increase in goodwill.

Liabilities
Interest-bearing debt increased ¥10,556 million from the  
end of the previous year, to ¥298,524 million (US$2,725 million), 
However, accounts payable-trade decreased due to a fall in price 
of naphtha as raw material. As a result, total liabilities fell ¥52,695 
million from the end of the previous year, to ¥556,949 million 
(US$5,084 million).

Net assets
Net assets at the end of 2019 amounted to ¥519,433 million 
(US$4,741 million), up ¥54,093 million over the previous year, due 
partly to the recording of net income attributable to owners of  
the parent.

Capital expenditures
Capital expenditures increased ¥8,489 million from the previous 
year, to ¥50,216 million (US$458 million). Capital expenditures for 
the Chemicals segment increased due to investments to increase 
production capacity of electronic chemicals, and capital expendi-
tures for the Inorganics segment increased due to investment to 
improve facilities to produce graphite electrodes in Europe. In 
addition, in the Aluminum segment, capital expenditures rose due 
to investments to construct the third factory of Hanacans JSC in 
Vietnam. However, in the Petrochemicals segment, the amount of 
capital investment fell due to the completion of large-scale peri-
odic shutdown maintenance in the first half of the previous year.  
In the Electronics segment, capital expenditures for facilities to 
produce HD media also decreased.

Cash flows
Net cash provided by operating activities decreased ¥71,231 
million from the previous year, to ¥78,554 million (US$717 million), 
due partly to lower income before income taxes and non- 
controlling interests. Net cash used in investing activities fell 
¥1,182 million, to ¥48,156 million (US$440 million), due partly to 
an increase in proceeds from sales of investment securities. 
Therefore, free cash flow was ¥30,397 million (US$277 million), a 
decrease in proceeds of ¥70,050 million. Net cash used in financing 
activities decreased ¥42,516 million due partly to a lower level of 
repayments of interest-bearing debt, ending up at ¥18,546 million 
(US$169 million). As a result, and due partly to the influence of 
exchange rate fluctuations, cash and cash equivalents at 
December 31, 2019 increased ¥8,899 million from the end of the 
previous year, to ¥121,734 million (US$1,111 million).

Management’s Discussion and Analysis
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Consolidated Balance Sheets
Showa Denko K.K. and Consolidated Subsidiaries

As at December 31, 2019 and 2018

 

Millions of yen Thousands of  
U.S. dollars

ASSETS 2019 2018 2019

Current assets
Cash and deposits ¥ 122,086 ¥ 113,186 $ 1,114,332
Notes and accounts receivable 184,425 217,200 1,683,329
Allowance for doubtful accounts (754) (1,386) (6,885)
Inventories 173,667 152,800 1,585,135
Other current assets 17,632 14,732 160,934

Total current assets 497,057 496,533 4,536,845

Property, plant and equipment
Land 226,514 234,987 2,067,488
Buildings and structures 288,591 283,303 2,634,087
Machinery, equipment and vehicles 893,878 900,921 8,158,797
Construction in progress 18,794 11,106 171,543

1,427,777 1,430,317 13,031,915
Less: Accumulated depreciation (954,608) (951,911) (8,713,108)

Net property, plant and equipment 473,168 478,406 4,318,807

Investments and other assets
Investment securities 71,786 71,886 655,220
Long-term loans 334 71 3,049
Net defined benefit asset 244 249 2,227
Deferred tax assets 3,381 4,574 30,857
Other 38,537 31,596 351,744
Allowance for doubtful accounts (8,125) (8,332) (74,164)

Total investments and other assets 106,156 100,044 968,932

Total assets ¥1,076,381 ¥1,074,983 $ 9,824,584

Millions of yen Thousands of  
U.S. dollars

LIABILITIES AND NET ASSETS 2019 2018 2019

Current liabilities
Short-term debt ¥ 52,720 ¥ 81,747 $ 481,194
Current portion of long-term debt 31,943 41,403 291,560
Notes and accounts payable 133,730 182,890 1,220,611
Income taxes payable 6,864 10,160 62,652
Provision for repairs 644 64 5,874
Provision for bonuses 3,050 3,516 27,834
Provision for stock payments — 5 —
Provision for business structure improvement 1,686 129 15,389
Other current liabilities 32,238 42,160 294,254

Total current liabilities 262,875 362,074 2,399,368

Non-current liabilities
Long-term debt less current portion 213,861 164,818 1,951,996
Deferred tax liabilities 7,950 6,027 72,563
Provision for repairs 2,021 1,102 18,448
Provision for stock payments 200 156 1,823
Provision for business structure improvement 824 2,876 7,521
Net defined benefit liability 9,969 22,018 90,990
Deferred tax liabilities for land revaluation 32,150 32,324 293,449
Other non-current liabilities 27,099 18,248 247,345

Total non-current liabilities 294,074 247,569 2,684,135

Contingent liabilities

Net assets
Shareholders’ equity

Capital stock
Authorized, 330,000,000 shares

Issued (2019): 149,711,292 shares 140,564 — 1,282,982
Issued (2018): 149,711,292 shares — 140,564 —

Capital surplus 78,912 78,911 720,263
Retained earnings 249,246 197,717 2,274,973
Less: Treasury stock at cost (2019): 3,836,329 shares (11,664) — (106,465)
Less: Treasury stock at cost (2018): 3,836,364 shares — (11,659) —

Total shareholders’ equity 457,057 405,532 4,171,753
Accumulated other comprehensive income

Valuation difference on available-for-sale securities 9,789 7,489 89,352
Deferred gains or losses on hedges 433 836 3,951
Revaluation reserve for land 33,060 33,281 301,756
Foreign currency translation adjustments 4,140 7,069 37,786
Remeasurements of defined benefit plans (5,114) (8,244) (46,673)

Total accumulated other comprehensive income 42,309 40,431 386,172
Non-controlling interests 20,067 19,377 183,157

Total net assets 519,433 465,340 4,741,082
Total liabilities and net assets ¥1,076,381 ¥1,074,983 $9,824,584
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Consolidated Statements of Income
Showa Denko K.K. and Consolidated Subsidiaries 
For the years ended December 31, 2019 and 2018

Consolidated Statements of Comprehensive Income
Showa Denko K.K. and Consolidated Subsidiaries 
For the years ended December 31, 2019 and 2018

Millions of yen Thousands of  
U.S. dollars

2019 2018 2019

Net sales ¥906,454 ¥992,136 $8,273,583
Cost of sales 671,157 705,003 6,125,928

Gross profit 235,297 287,133 2,147,655
Selling, general and administrative expenses 114,499 107,130 1,045,081

Operating income 120,798 180,003 1,102,574

Other income (expenses)
Interest and dividends income 2,568 2,354 23,437
Equity in earnings (losses) of unconsolidated  
 subsidiaries and affiliates

748 1,253 6,826

Gain on sales of investment securities, net 1,743 1,521 15,911
Loss on valuation of investment securities (9) (2,583) (78)
Foreign exchange gains (losses) (728) (347) (6,644)
Rent income on non-current assets 1,351 1,366 12,327
Gain (loss) on sales of noncurrent assets, net 615 (141) 5,614
Interest expenses (2,255) (2,983) (20,587)
Loss on retirement of noncurrent assets (5,070) (4,851) (46,279)
Impairment loss (15,662) (22,573) (142,956)
Environmental expenses (1,231) (462) (11,234)
Loss on mothballing of operation (1,444) (1,479) (13,176)
Gain on liquidation of subsidiaries — 361 —
Gain on sale of businesses 312 — 2,850
Other, net (3,853) (5,931) (35,168)

Total (22,915) (34,494) (209,159)

Income before income taxes and  
 non-controlling interests

97,883 145,509 893,415

Income taxes
Current 22,196 25,669 202,589
Deferred 386 3,087 3,527

Net income 75,300 116,752 687,299
Net income attributable to non-controlling interests 2,212 5,249 20,190
Net income attributable to owners of the parent ¥ 73,088 ¥111,503 $ 667,108

Yen U.S. dollars

2019 2018 2019

Per share amounts
Net income – primary ¥501.03 ¥758.15 $4.57
Cash dividends (applicable to the period) 130.00 120.00 1.19

Note:  Net income per share has been computed based on the average number of shares of common stock outstanding during the respective fiscal year. 
Diluted net income per share for 2019 and 2018 were not disclosed because there were no dilutive shares.

Millions of yen Thousands of  
U.S. dollars

2019 2018 2019

Net income ¥75,300 ¥116,752 $687,299
Other comprehensive income:

Valuation difference on available-for-sale securities 2,333 (9,127) 21,295
Deferred gains or losses on hedges (406) (2,942) (3,703)
Foreign currency translation adjustments (2,992) (7,667) (27,309)
Remeasurements of defined benefit plans, net of tax 3,131 (3,556) 28,582
S hare of other comprehensive income of unconsolidated 

subsidiaries and affiliates accounted for using equity 
method

(59) (1,405) (542)

Total other comprehensive income (loss) ¥ 2,007 ¥ (24,697) $ 18,323
Comprehensive income ¥77,308 ¥  92,055 $705,622

Comprehensive income attributable to:
Owners of parent 75,187 87,463 686,267
Non-controlling interests 2,121 4,593 19,355

Basic Data
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Consolidated Statements of Changes in Net Assets
Showa Denko K.K. and Consolidated Subsidiaries 
For the years ended December 31, 2019 and 2018

Thousands Millions of yen

Number of 
shares of  

capital stock Capital stock Capital surplus
Retained 
earnings Treasury stock

Valuation 
difference on 
available-for-
sale securities

Deferred  
gains or  

losses on 
hedges

Revaluation 
reserve for land

Foreign  
currency 

translation 
adjustments

Remeasurements 
of defined  

benefit plans
Noncontrolling 

interests Total net assets

Balance as at December 31, 2017 149,711 ¥140,564 ¥61,663 ¥100,076 ¥(10,503) ¥16,547 ¥ 3,781 ¥29,541 ¥15,516 ¥(4,716) ¥16,524 ¥368,994
Dividends from surplus — — — (10,117) — — — — — — — (10,117)
N et income (loss) attributable to 

owners of the parent — — — 111,503 — — — — — — — 111,503

Purchase of treasury stock — — — — (10,015) — — — — — — (10,015)
Disposal of treasury stock — — 17,248 — 8,859 — — — — — — 26,107
Increase by increase of   
 consolidated subsidiaries — — — — — — — — — — — —

Decrease by increase of  
 consolidated subsidiaries — — — — — — — — — — — —

Change of scope of equity method — — — (6) — — — — — — — (6)
C hange in treasury shares of the 

parent arising from transactions 
with non-controlling shareholders

— — 0 — — — — — — — — 0

Reversal of revaluation reserve  
 for land — — — (3,740) — — — — — — — (3,740)

N et changes of items other than 
shareholders’ equity — — — — — (9,058) (2,945) 3,740 (8,447) (3,528) 2,853 (17,387)

Balance as at December 31, 2018 149,711 ¥140,564 ¥78,911 ¥197,717 ¥(11,659) ¥ 7,489 ¥ 836 ¥33,281 ¥ 7,069 ¥(8,244) ¥19,377 ¥465,340
Dividends from surplus — — — (21,924) — — — — — — — (21,924)
N et income (loss) attributable to 

owners of the parent — — — 73,088 — — — — — — — 73,088

Purchase of treasury stock — — — — (8) — — — — — — (8)
Disposal of treasury stock — — 0 — 3 — — — — — — 3
Increase by increase of  
 consolidated subsidiaries — — — 448 — — — — — — — 448

D ecrease by increase of  
consolidated subsidiaries — — — (367) — — — — — — — (367)

Change of scope of the  
 equity method — — — — — — — — — — — —

C hange in treasury shares of the 
parent arising from transactions 
with non-controlling shareholders

— — 1 — — — — — — — — 1

R eversal of revaluation reserve  
for land — — — 285 — — — — — — — 285

N et changes of items other than 
shareholders’ equity — — — — — 2,301 (404) (221) (2,929) 3,130 690 2,568

Balance as at December 31, 2019 149,711 ¥140,564 ¥78,912 ¥249,246 ¥(11,664) ¥ 9,789 ¥ 433 ¥33,060 ¥ 4,140 ¥(5,114) ¥20,067 ¥519,433

Thousands Thousands of U.S. dollars

Number of 
shares of  

capital stock Capital stock Capital surplus
Retained 
earnings Treasury stock

Valuation 
difference on 
available-for-
sale securities

Deferred  
gains or  

losses on 
hedges

Revaluation 
reserve for land

Foreign  
currency 

translation 
adjustments

Remeasurements 
of defined  

benefit plans
Noncontrolling 

interests Total net assets

Balance as at December 31, 2018 149,711 $1,282,982 $720,255 $1,804,642 $(106,419) $68,352 $ 7,634 $303,772 $ 64,518 $(75,246) $176,863 $4,247,352
Dividends from surplus — — — (200,114) — — — — — — — (200,114)
N et income (loss) attributable to 

owners of the parent — — — 667,108 — — — — — — — 667,108

Purchase of treasury stock — — — — (72) — — — — — — (72)
Disposal of treasury stock — — 0 — 25 — — — — — — 25
Increase by increase of  
 consolidated subsidiaries — — — 4,089 — — — — — — — 4,089

Decrease by increase of  
 consolidated subsidiaries — — — (3,353) — — — — — — — (3,353)

Change of scope of the  
 equity method — — — — — — — — — — — —

C hange in treasury shares of the 
parent arising from transactions 
with non-controlling shareholders

— — 8 — — — — — — — — 8

Reversal of revaluation reserve  
 for land — — — 2,600 — — — — — — — 2,600

N et changes of items other than 
shareholders’ equity — — — — — 21,001 (3,683) (2,015) (26,732) 28,573 6,294 23,437

Balance as at December 31, 2019 149,711 $1,282,982 $720,263 $2,274,973 $(106,465) $89,352 $3,951 $301,756 $ 37,786 $(46,673) $183,157 $4,741,082

Millions of yen Thousands of  
U.S. dollars

2019 2018 2019

Cash flows from operating activities
Income before income taxes and non-controlling interests ¥ 97,883 ¥145,509 $ 893,415

Adjustments for:
Depreciation and amortization 37,704 39,459 344,141
Impairment loss 15,662 22,573 142,956
Amortization of goodwill 98 — 894
Amortization of negative goodwill — (19) —
Increase (decrease) in allowance for doubtful accounts (700) (2,134) (6,390)
Increase (decrease) in provision for business restructuring (494) (704) (4,511)
Increase (decrease) in provision for loss on guarantees — (2,640) —
Increase (decrease) in net defined benefit liability (11,757) 3,522 (107,308)
Interest and dividends income (2,568) (2,354) (23,437)
Interest expenses 2,255 2,983 20,587
E quity in (earnings) losses of unconsolidated subsidiaries  

and affiliates (748) (1,253) (6,826)

Loss (gain) on sales and valuation of investment securities (1,735) 1,062 (15,833)
Loss on retirement of non-current assets 5,070 4,851 46,279
Loss (gain) on sales of non-current assets (615) 141 (5,614)
Decrease (increase) in notes and accounts receivable-trade 33,489 (29,583) 305,671
Decrease (increase) in inventories (21,585) (40,469) (197,020)
Increase (decrease) in notes and accounts payable-trade (21,898) 20,397 (199,870)
Other, net (25,591) 6,162 (233,577)

Subtotal 104,472 167,506 953,558
Interest and dividends income received 3,431 4,005 31,312
Interest expenses paid (2,326) (4,269) (21,233)
Income taxes (paid) refund (27,022) (17,457) (246,646)

Net cash provided by (used in) operating activities 78,554 149,785 716,991
Cash flows from investing activities

Payments into time deposits (53) (172) (484)
Proceeds from withdrawal of time deposits 53 210 479
Purchase of property, plant and equipment (40,708) (41,269) (371,559)
Proceeds from sales of property, plant and equipment 1,251 392 11,414
Purchase of investment securities (864) (703) (7,888)
Proceeds from sales of investment securities 5,677 3,975 51,814
P urchase of investments in subsidiaries resulting in change in  

the scope of consolidation (4,851) — (44,278)

P roceeds from sales of investments in subsidiaries resulting in 
change in scope of consolidation 529 — 4,826

Net decrease (increase) in short-term loans receivable 450 197 4,108
Payments of long-term loans receivable (558) (2,950) (5,097)
Collection of long-term loans receivable 289 672 2,636
Other, net (9,369) (9,690) (85,513)

Net cash provided by (used in) investing activities (48,156) (49,338) (439,542)
Cash flows from financing activities

Net increase (decrease) in short-term debt (29,545) (9,507) (269,669)
Proceeds from long-term loans payable 64,396 33,206 587,768
Repayments of long-term loans payable (47,206) (81,559) (430,873)
Proceeds from share issuance of bonds 20,000 — 182,548
Purchase of treasury stock (9) (10,016) (81)
Proceeds from sales of treasury stock 0 26,104 1
Cash dividends paid (21,861) (10,084) (199,531)
Cash dividends paid to non-controlling shareholders (1,329) (2,365) (12,133)
Other, net (2,992) (6,840) (27,306)

Net cash provided by (used in) financing activities (18,546) (61,061) (169,276)
Effect of exchange rate changes on cash and cash equivalents (2,388) (3,231) (21,792)
Net increase (decrease) in cash and cash equivalents 9,464 36,154 86,381
Cash and cash equivalents at the beginning of the year 112,835 76,833 1,029,893
Increase in cash and cash equivalents resulting from newly 
 consolidated subsidiaries 310 — 2,826

D ecrease in cash and cash equivalents resulting from change in 
scope of consolidation (875) (153) (7,982)

Cash and cash equivalents at the end of the year ¥121,734 ¥112,835 $1,111,118

Consolidated Statements of Cash Flows
Showa Denko K.K. and Consolidated Subsidiaries 
For the years ended December 31, 2019 and 2018

Basic Data
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Introduction of Businesses of the Group

The Petrochemicals Division consists of the Olefins Department 
and the Organic Chemicals Department.
 The Oita Complex is the main manufacturing base of the 
Division and is equipped with a naphtha cracker. As its feature, 
the Complex has a well-balanced demand structure. The basic 
materials manufactured by Showa Denko within the Complex are 
supplied to the plastics, synthetic rubber, and styrene monomer 
plants that are operated by other companies within the premises 
as well as to the plant of acetyl derivatives operated by Showa 
Denko itself. The Division is efficiently integrating new and old 
cracker equipment and diversifying materials ahead of 
 competitors to enhance its competitiveness.
 The Olefins Department provides basic petrochemical prod-
ucts, while the Organic Chemicals Department is expanding its 
business by using Showa Denko’s advanced catalyst technologies 
for acetyl derivatives.

Petrochemicals Segment
Petrochemicals Division

Chemicals Segment
Industrial Gases Division / Basic Chemicals Division / Electronic Chemicals 
Division / Functional Chemicals Division / Coating Materials Department

Electronics Segment
Device Solutions Division / Electronics Materials Division /  
Advanced Battery Materials Division

Inorganics Segment
Ceramics Division / Carbon Division

The Device Solutions Division provides hard disks (HD), which  
are highly functional storage media, and SiC epitaxial wafers for 
power devices.
 In particular, for the HD business, the Division has seven bases 
around the world, including three in Japan, and provides world-
class high-quality products for use by data centers and enterprise 
users, for which the market is expected to grow due to the spread 
of cloud computing and the progress of AI-based big data 
analysis.
 The Electronics Materials Division supplies compound semi-
conductors, such as ultra-bright and high-output LED chips, and 
rare earth magnetic alloys for high-performance motors.
 The Advanced Battery Materials Division provides lithium-ion 
battery materials and fuel cell battery components such as 
VGCF™ and SPALF™ .

The Industrial Gases Division supplies oxygen, nitrogen, argon 
and other gases separated from air and also supplies com-
pressed hydrogen, CO2, dry ice and other industrial gases.
 The Basic Chemicals Division consists of the Industrial 
Chemicals Department and the Organic Industrial  
Chemicals Department.
 The Industrial Chemicals Department supplies ammonia, 
caustic soda, hydrochloric acid and other industrial chemicals 
and the Organic Industrial Chemicals Department supplies prod-
ucts such as acrylonitrile, amino acids and chloroprene rubber.
 The Electronic Chemicals Division provides semiconductor 
manufacturers in Japan and overseas with high-purity gases  
and solvents as well as noxious-GHG removal equipment for  
use in semiconductor, LCD panel and other electronics  
manufacturing processes.
 The Functional Chemicals Division consists of the Functional 
Polymers Department and the Specialty Chemicals Department. 
The Functional Polymers Department provides various types of 
plastics and molding compounds made by using the plastics. The 
Specialty Chemicals Department offers innovative and unique 
products, such as raw materials for cosmetics, resins for use as 
electronic materials, and columns for high-performance liquid 
chromatography (HPLC).
 The Coating Materials Department, organized in July 2019, 
provides nonstick coating chemicals, which are used on cook-
ware, home electric appliances, automobiles, industrial equip-
ment and others to protect them against scorching and prevent 
unwanted substances from sticking to the surface.

Capitalizing on its long-accumulated high-temperature fusion 
technology, high-temperature sintering technology, and the  
pulverization/classification technology, the Ceramics Division  
manufactures and sells polishing materials, abrasives, and 
refractories in which fused alumina, silicon carbide, and boron 
nitride are used. As for ultrafine titanium oxide, which is used to 
manufacture multilayer ceramic capacitors (MLCCs) to be 
mounted on a range of electronic devices, the Division is expand-
ing sales for use in high-end products.
 The Carbon Division supplies graphite electrodes for electric 
steelmaking furnaces. These electrodes are indispensable for the 
recycling of iron and steel. Showa Denko’s graphite electrodes are 
highly acclaimed by customers around the world. The Division 
integrated the graphite electrode business of German company 
SGL GE in 2017 to gain the world’s No. 1 market share. The 
Division will enhance the development and marketing of volume 
zone products for the remarkably growing markets of emerging 
countries while providing advanced markets with high-end 
products.

(Billions of yen)

2019 2018 Increase/
decrease

% Increase/ 
decrease

Sales ¥250.7 ¥268.9 –18.2 –6.8%

Operating 
Income 17.2  20.3 –3.1 –15.4%

(Billions of yen)

2019 2018 Increase/
decrease

% Increase/ 
decrease

Sales ¥157.5 ¥156.5 0.9 0.6%

Operating 
Income 13.7 17.4 –3.7 –21.5%

(Billions of yen)

2019 2018 Increase/
decrease

% Increase/ 
decrease

Sales ¥96.4 ¥111.9 –15.5 –13.8%

Operating 
Income 4.9 13.6 –8.7 –64.0%

(Billions of yen)

2019 2018 Increase/
decrease

% Increase/ 
decrease

Sales ¥230.1 ¥266.1 –36.0 –13.5%

Operating 
Income 89.3 132.4 –43.2 –32.6%

Note:  SiC epitaxial wafers business was transferred from the Others segment to the 
Electronics segment at the beginning of 2019. However, these segment-wise 
numbers for 2018 are based on the segmentation before this change.

Consolidated sales 
ratio by segment

Consolidated sales 
ratio by segment

Consolidated sales 
ratio by segment

Consolidated sales 
ratio by segment26.1% 16.4% 10.1% 24.0%

Basic Data
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Introduction of Businesses of the Group Stock Information
(As of June 30, 2020)

Corporate Data
(As of December 31, 2019)

The Aluminum Rolled Products Division provides high-purity 
aluminum foils, which are carefully purified and manufactured for 
use in electrolytic capacitors. These capacitors are widely used in 
a range of products, including home electric appliances and 
automobile-related devices.
 The Aluminum Specialty Components Division provides alumi-
num materials and processed products. The Division supplies the 
following products not only in Japan but also in Europe, the United 
States, and Southeast Asia: aluminum cylinders (core component 
of laser beam printers), large/complexly shaped extruded products, 
continuously cast rods of aluminum alloys (SHOTIC™) made using 
Showa Denko’s proprietary technologies, and forged products for 
automobile parts including compressors for in-vehicle air conditioners.
 The Division also supplies a range of heat exchangers for home 
electric appliances and industrial equipment worldwide and is 
engaged in the development and manufacture of power semicon-
ductor cooling devices used in hybrid cars, electric vehicles, and 
solar power generation equipment.
 The Showa Denko Group became the first enterprise to  
manufacture aluminum beverage cans in Japan in 1971. Since 
then the Aluminum Can Division has been supplying high-quality 
aluminum cans for beverages through integrated production, 
including the pressing of can bodies and can ends and the 
 printing of their labels.

Included in this section are themes for future businesses as well 
as the manufacture and sale of various chemical products, light 
metals, and building and civil engineering materials.
 For example, sound-insulating reproof dual-layer pipe (Showa 
Sound Insulating FDP), produced and sold by Showa Denko 
Kenzai K.K., and E-POLE, produced and marketed by Showa 
Denko Aluminum Trading K.K.

Stock information
Authorized number of shares 330,000,000

Number of Shares Outstanding  149,711,292

Number of Shareholders 88,527

Note: SDK consolidated every 10 shares of its common stock into one share on July 1, 2016.

Shareholders (top 10) Shareholders by sector
Stake in Showa Denko

Shareholder Number of shares held 
 (in thousands) Rate of shareholding (%)

The Master Trust Bank of Japan Ltd. (Trust Account) 10,587 7.24

KOREA SECURITIES DEPOSITORY – SAMSUNG 7,016 4.80

Japan Trustee Services Bank, Ltd. (Trust Account) 5,127 3.51

Fukoku Mutual Life Insurance Company 4,517 3.09

Japan Trustee Services Bank, Ltd. (Trust Account 7) 3,226 2.21

Mizuho Securities Co., Ltd. 3,162 2.16

The Dai-ichi Life Insurance Company, Limited 3,150 2.16

Japan Trustee Services Bank, Ltd. (Trust Account 5) 3,064 2.10

Meiji Yasuda Life Insurance Company 2,645 1.81

JPMorgan Securities Japan Co., Ltd. 2,431 1.66

Note:  Each rate of shareholding was calculated after deducting the number of treasury shares (3,551 thousand)  
from the number of shares outstanding.

ESG indexes adopting Showa Denko

Company Name  Showa Denko K.K.

Formed  June 1, 1939 

Capital ¥140,564 million 

Employees (consolidated) 10,813

Parent  3,437

Consolidated subsidiaries  61

Equity method applied 9

Head Office

13-9, Shiba Daimon 1-chome, Minato-ku, 
Tokyo 105-8518, Japan

● Financial firms ...........................53,440 thousand 35.70%

● Individuals ..................................38,245 thousand 25.54%

● Foreign corporate entities, etc. .34,049 thousand 22.74%

● Securities firms .........................14,127 thousand 9.44%

● Japanese corporate entities ........6,299 thousand 4.21%

● Treasury shares ...........................3,551 thousand 2.37%

•  FTSE Russell (the trading name of FTSE International Limited and Frank Russell Company) confirms that Showa Denko has been independently assessed according to the FTSE4Good 
criteria, and has satisfied the requirements to become a constituent of the FTSE4Good Index Series. Created by the global index provider FTSE Russell, the FTSE4Good Index Series is 
designed to measure the performance of companies demonstrating strong Environmental, Social and Governance (ESG) practices. The FTSE4Good indices are used by a wide variety 
of market participants to create and assess responsible investment funds and other products.

•  THE INCLUSION OF SHOWA DENKO K.K. IN ANY MSCI INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX NAMES HEREIN, DO NOT CONSTITUTE A 
SPONSORSHIP, ENDORSEMENT OR PROMOTION OF SHOWA DENKO K.K. BY MSCI OR ANY OF ITS AFFILIATES.  
THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF MSCI. MSCI AND THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS AFFILIATES.

Aluminum Segment
Aluminum Rolled Products Division /  
Aluminum Specialty Components Division / Aluminum Can Division

Others Segment
Related Businesses

(Billions of yen)

2019 2018 Increase/
decrease

% Increase/ 
decrease

Sales ¥97.5 ¥108.3 –10.7 –9.9%

Operating 
Income 1.7 4.9 –3.2 –64.7%

(Billions of yen)

2019 2018 Increase/
decrease

% Increase/ 
decrease

Sales ¥126.2 ¥137.3 –11.2 –8.1%

Operating 
Income 1.8 1.7 0.1 4.9%

Consolidated sales 
ratio by segment

Consolidated sales 
ratio by segment10.2% 13.2%

Basic Data
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