
(million yen)

For the year 2012 2013 2014 2015 2016 2017

　Net sales 739,675 847,803 872,785 775,732 671,159 780,387

　Operating income ( loss ) 28,108 25,953 20,551 33,508 42,053 77,818

　Ratio of Operating income to sales ( % ) 3.8 3.1 2.4 4.3 6.3 10.0

　Net income ( loss ) 23,448 23,488 21,731 32,050 38,690 63,962

　Net income attribute to owners of the parent 9,368 9,065 2,929 921 12,305 33,470

　Net cash provided by operating activities 53,310 63,565 66,996 61,170 68,949 67,284

　Net cash provided by (used in) investing activitie △ 41,741 △ 55,203 △ 46,876 △ 42,497 △53,754 △29,914

　Free cash flow 11,569 8,362 20,120 18,674 15,195 37,369

　Net cash provided by (used in) financing activities △ 20,150 △ 6,805 △ 24,856 △ 21,336 △13,220 △18,370

　R&D expenditures 20,633 20,435 20,362 20,289 17,313 18,539

　Capital expenditures 42,503 44,370 47,318 44,059 39,276 41,279

　Depreciation and amortization 46,232 39,779 40,673 42,137 38,761 38,454

At year-end 2012 2013 2014 2015 2016 2017

　Total assets 933,162 985,771 1,009,843 940,494 932,698 1,024,727

　Total net assets 314,966 345,811 319,087 308,142 311,231 364,997

　Shareholders’ equity ratio ( % ) 29.2 30.6 29.7 31.5 31.8 34.0

　Return on equity ( ROE ) ( % ) 3.6 3.2 1.0 0.3 4.1 10.4

　Interest-bearing debt 342,262 353,686 383,124 368,835 359,929 346,726

　Debt/equity ratio (Times) 1.09 1.02 1.20 1.20 1.16 0.95

Per share (yen) 2012 2013 2014 2015 2016 2017

　Net income—primary 6.26 6.06 1.99 6.45 86.27 234.84

　Cash dividends (applicable to the period*) 3 3 3 3 ー 50

(Note) SDK consolidated every ten shares of its common stock into one share on July 1, 2016. The above-mentioned numbers in the section of “Per share (yen)” are calculated on the 
assumption that the share consolidation had been carried out at the beginning of 2016.

*SDK resolved and paid a dividend of ¥30 per share based on the record date of May 11, 2017 at the extraordinary general meeting of shareholders which was held in June 2017.

Financial Highlights (Showa Denko K.K. and Consolidated Subsidiaries)

In “Project 2020+,” we focus on improving our profitability and reducing 

profit fluctuations. We also set a rough target of 70 billion yen for 

operating income for 2020. For the financial results for 2017, we 

achieved record-high operating income, exceeding the target. We will 

again break the record in terms of operating income for 2018.

We will launch a new medium-term business plan in 2019, under 

which we aim to raise the level of our net sales and operating income 

through expansion of individualized businesses and to transform the 

Group into one that can record high operating income in a stable 

manner.

To this end, we must make timely investments and avoid missing 

any opportunities to expand individualized businesses for the growth 

of the Group. Moreover, we need to clarify the capital cost-based 

selection criteria for plant and equipment investments in order to 

make investments in a more selective manner. Toward increasing the 

profit margin and improving the balance sheet, we will implement 

financial strategies linked with management issues.  The Showa 

Denko Group has long been working to improve its financial structure. 

In consideration of the recent fundraising environment, we are 

conducting examinations to stabilize our D/E ratio at around 0.7 for the 

successful implementation of financial measures.

As for free cash flow, we will maximize it by enhancing our 

earning power in addition to increasing our productivity and 

business management efficiency. At the same time, we will conduct 

examinations for the well-balanced use of our funds, including using 

them to maintain the stability of our financial standing, make spot 

investments, foster M&A for the expansion of individualized businesses, 

and return profit to shareholders.

For greater corporate value, we will make ceaseless improvement 

efforts and become a corporate group that gives satisfaction to all its 

stakeholders.

Financial

Message from CFO

We are working to further increase 
our corporate value

 CFO

Toshiharu Kato
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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.

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).

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.

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.

Results of Operations

Information by Business Segment

Management’s Discussion and Analysis

1,000,000

750,000

500,000

250,000

0

-250,000
20172015 2016 (YEAR)2013 2014

■ Petrochemicals
■ Chemicals

■ Electronics
■ Inorganics

■ Aluminum
■ Others

■ Adjustments

(million yen)

1,000,000

750,000

500,000

250,000

0

-250,000
20172015 20162013 2014

(million yen)

(YEAR)

■ Petrochemicals
■ Chemicals

■ Electronics
■ Inorganics

■ Aluminum
■ Others

■ Adjustments

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).

Information by Geographic Area

▶Net Sales by Segment

▶Operating Income by Segment
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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.

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).

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.

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.

Results of Operations

Information by Business Segment
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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).

Information by Geographic Area

▶Net Sales by Segment

▶Operating Income by Segment
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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.21

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

Management’s Discussion and Analysis

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).

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 

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. 

Other Income (Expenses) and Net Income 
Attributable to Owners of the Parent
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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.21

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

Management’s Discussion and Analysis

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).

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 

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. 

Other Income (Expenses) and Net Income 
Attributable to Owners of the Parent
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Consolidated financial statements

Consolidated Balance Sheets
At December 31, 2017 and 2016

Millions of yen Thousands of 
U.S. dollars

ASSETS 2017 2016 2017

Current assets

Cash and deposits ¥ 77,248 ¥ 69,914 $ 683,613 

Notes and accounts receivable 192,551 157,846 1,703,992

Allowance for doubtful accounts (2,849) (699) (25,216)

Inventories 114,913 91,347 1,016,926

Deferred tax assets 6,898 4,092 61,042

Other current assets 16,581 12,576 146,732

    Total current assets 405,341 335,077 3,587,089

Property, plant and equipment 

Land 245,062 242,816 2,168,689

Buildings and structures 287,798 267,889 2,546,887

Machinery, equipment and vehicles 900,779 791,398 7,971,499

Construction in progress 16,548 49,575 146,438

1,450,187 1,351,678 12,833,513

Less : Accumulated depreciation (944,287) (864,544) (8,356,525)

    Net property, plant and equipment 505,900 487,135 4,476,988

Investments and other assets

Investment securities 89,167 74,951 789,091

Long-term loans 1,217 6,922 10,770

Net defined benefit asset 232 365 2,053

Deferred tax assets 1,080 9,115 9,554

Other 32,020 27,940 283,362

Allowance for doubtful accounts (10,229) (8,807) (90,526)

    Total investments and other assets 113,486 110,486 1,004,304

    Total assets ¥ 1,024,727 ¥ 932,698 $ 9,068,380 

Millions of yen Thousands of 
U.S. dollars

LIABILITIES AND NET ASSETS 2017 2016 2017

Current liabilities

Short-term debt ¥ 91,699 ¥ 71,895 $ 811,499 

Current portion of long-term debt 57,432 58,234 508,250

Notes and accounts payable 171,719 143,556 1,519,642

Income taxes payable 7,374 3,890 65,260

Provision for repairs 4,143 38 36,661

Provision for bonuses 2,949 2,253 26,100

Provision for stock payments 5 25 47

Provision for business structure improvement 137 382 1,214

Provision for Niigata Minamata Disease — 118 —

Other current liabilities 38,206 30,402 338,110

    Total current liabilities 373,666 310,792 3,306,781

Noncurrent liabilities

Long-term debt less current portion 197,594 229,800 1,748,622

Deferred tax liabilities 12,774 4,041 113,042

Provision for repairs 117 2,759 1,035

Provision for director retirement — 73 —

Provision for stock payments 96 59 852

Provision for business structure improvement 3,574 1,121 31,628

Provision for loss on guarantees 2,640 — 23,362

Net defined benefit liability 18,966 21,923 167,843

Deferred tax liabilities for land revaluation 32,488 33,144 287,507

Other noncurrent liabilities 17,814 17,754 157,646

    Total noncurrent liabilities 286,064 310,675 2,531,539

Contingent liabilities 

Net assets 

Shareholders' equity

Capital stock

Authorized, 330,000,000 shares

    Issued , 2017– 149,711,292 shares 140,564 — 1,243,925

    Issued , 2016– 149,711,292 shares — 140,564 —

Capital surplus 61,663 62,033 545,691

Retained earnings 96,142 65,358 850,814

Less: Treasury stock at cost, 2017– 7,187,545 shares (10,503) — (92,944)

Less: Treasury stock at cost, 2016– 7,192,815 shares — (10,502) —

    Total shareholders' equity 287,866 257,453 2,547,486

Accumulated other comprehensive income

Valuation difference on available-for-sale securities 16,547 4,519 146,433

Deferred gains or losses on hedges 3,781 320 33,464

Revaluation reserve for land 29,541 31,026 261,427

Foreign currency translation adjustments 15,452 14,239 136,747

Remeasurements of defined benefit plans (4,716) (10,996) (41,732)

    Total accumulated other comprehensive income 60,606 39,107 536,340

Non-controlling interests 16,524 14,671 146,234

    Total net assets 364,997 311,231 3,230,060

        Total liabilities and net assets ¥ 1,024,727 ¥ 932,698 $ 9,068,380 
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Consolidated financial statements

Consolidated Balance Sheets
At December 31, 2017 and 2016

Millions of yen Thousands of 
U.S. dollars

ASSETS 2017 2016 2017

Current assets

Cash and deposits ¥ 77,248 ¥ 69,914 $ 683,613 

Notes and accounts receivable 192,551 157,846 1,703,992

Allowance for doubtful accounts (2,849) (699) (25,216)

Inventories 114,913 91,347 1,016,926
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Notes and accounts payable 171,719 143,556 1,519,642

Income taxes payable 7,374 3,890 65,260
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Provision for bonuses 2,949 2,253 26,100

Provision for stock payments 5 25 47

Provision for business structure improvement 137 382 1,214

Provision for Niigata Minamata Disease — 118 —

Other current liabilities 38,206 30,402 338,110

    Total current liabilities 373,666 310,792 3,306,781
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Long-term debt less current portion 197,594 229,800 1,748,622

Deferred tax liabilities 12,774 4,041 113,042

Provision for repairs 117 2,759 1,035

Provision for director retirement — 73 —

Provision for stock payments 96 59 852

Provision for business structure improvement 3,574 1,121 31,628

Provision for loss on guarantees 2,640 — 23,362

Net defined benefit liability 18,966 21,923 167,843

Deferred tax liabilities for land revaluation 32,488 33,144 287,507

Other noncurrent liabilities 17,814 17,754 157,646

    Total noncurrent liabilities 286,064 310,675 2,531,539

Contingent liabilities 

Net assets 

Shareholders' equity

Capital stock

Authorized, 330,000,000 shares

    Issued , 2017– 149,711,292 shares 140,564 — 1,243,925

    Issued , 2016– 149,711,292 shares — 140,564 —

Capital surplus 61,663 62,033 545,691

Retained earnings 96,142 65,358 850,814

Less: Treasury stock at cost, 2017– 7,187,545 shares (10,503) — (92,944)

Less: Treasury stock at cost, 2016– 7,192,815 shares — (10,502) —

    Total shareholders' equity 287,866 257,453 2,547,486

Accumulated other comprehensive income

Valuation difference on available-for-sale securities 16,547 4,519 146,433

Deferred gains or losses on hedges 3,781 320 33,464
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Consolidated Statements of Income
For the years ended December 31, 2017 and 2016

Millions of yen Thousands of 
U.S. dollars 

2017 2016 2017

Net sales ¥ 780,387 ¥ 671,159 $ 6,906,077 

Cost of sales 602,778 544,994 5,334,317

Gross profit 177,609 126,164 1,571,760

Selling, general and administrative expenses 99,791 84,111 883,102

Operating income 77,818 42,053 688,658

Other income (expenses)

Interest and dividends income 1,893 1,641 16,755

Equity in earnings (losses) of unconsolidated subsidiaries and affiliates (7,689) 4,328 (68,042)

Gain on sales of investment securities, net 408 72 3,611

Loss on valuation of investment securities (50) (66) (445)

Foreign exchange gains (losses) (2,791) (1,658) (24,702)

Rent income on noncurrent assets 1,381 1,506 12,225

Gain (loss) on sales of noncurrent assets, net 880 808 7,787

Interest expenses (3,100) (3,231) (27,435)

Loss on retirement of noncurrent assets (5,310) (4,030) (46,990)

Impairment loss (7,204) (15,644) (63,753)

Gain on bargain purchase 3,115 686 27,571

Provision of allowance for doubtful accounts (2,648) — (23,433)

Provision for business structure improvement (2,656) (732) (23,506)

Provision for loss on guarantees (2,640) — (23,362)

Other, net (4,792) (8,205) (42,407)

    Total (31,202) (24,524) (276,128)

Income before income taxes and Non-controlling interests 46,616 17,529 412,531

Income taxes 

Current 8,053 3,168 71,264

Deferred 2,780 523 24,600

Net income 35,783 13,838 316,667

Net income attributable to non-controlling interests 2,313 1,533 20,469

Net income attributable to owners of the parent ¥ 33,470 ¥ 12,305 $ 296,198 

Yen Yen U.S. dollars

Per share amounts

Net income – primary ¥ 234.84 ¥ 86.27 $ 2.08 

Net income – fully diluted — — —

Cash dividends (applicable to the period) 80.00 — 0.71

Notes: 1. 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 2017 and 2016 were not disclosed because there were no dilutive shares.

Notes: 2. SDK determined the payment of the dividend of ¥30.00 (US$ 0.27) per share based on the record date of May 11, 2017.
This was done at the extraordinary general meeting of shareholders held on June 27, 2017, and is included in the dividends per share for the fiscal year ended December 31, 2017.

See notes to financial statements.

Consolidated Statements of Comprehensive Income
For the years ended December 31, 2017 and 2016

Millions of yen Thousands of 
U.S. dollars 

2017 2016 2017

Net income ¥ 35,783 ¥ 13,838 $ 316,667 

Other comprehensive income:

Valuation difference on available-for-sale securities 12,133 516 107,369

Deferred gains or losses on hedges 3,479 629 30,791

Revaluation reserve for land — 1,824 —

Foreign currency translation adjustments 1,455 (4,520) 12,878

Remeasurements of defined benefit plans, net of tax 6,294 (6,167) 55,700

Share of other comprehensive income of unconsolidated subsidiaries
    and affiliates accounted for using equity method 22 41 197

        Total other comprehensive income (loss) ¥ 23,384 ¥ (7,678) $ 206,937 

Comprehensive income ¥ 59,167 ¥ 6,160 $ 523,604 

Comprehensive income attributable to:

    Owners of parent 56,581 4,807 500,720

    Non-controlling interests 2,586 1,353 22,884

See notes to financial statements.

Consolidated financial statements
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Consolidated Statements of Income
For the years ended December 31, 2017 and 2016

Millions of yen Thousands of 
U.S. dollars 

2017 2016 2017

Net sales ¥ 780,387 ¥ 671,159 $ 6,906,077 

Cost of sales 602,778 544,994 5,334,317

Gross profit 177,609 126,164 1,571,760

Selling, general and administrative expenses 99,791 84,111 883,102

Operating income 77,818 42,053 688,658
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Foreign exchange gains (losses) (2,791) (1,658) (24,702)

Rent income on noncurrent assets 1,381 1,506 12,225

Gain (loss) on sales of noncurrent assets, net 880 808 7,787

Interest expenses (3,100) (3,231) (27,435)

Loss on retirement of noncurrent assets (5,310) (4,030) (46,990)

Impairment loss (7,204) (15,644) (63,753)

Gain on bargain purchase 3,115 686 27,571

Provision of allowance for doubtful accounts (2,648) — (23,433)

Provision for business structure improvement (2,656) (732) (23,506)

Provision for loss on guarantees (2,640) — (23,362)

Other, net (4,792) (8,205) (42,407)

    Total (31,202) (24,524) (276,128)

Income before income taxes and Non-controlling interests 46,616 17,529 412,531
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Yen Yen U.S. dollars

Per share amounts

Net income – primary ¥ 234.84 ¥ 86.27 $ 2.08 

Net income – fully diluted — — —

Cash dividends (applicable to the period) 80.00 — 0.71

Notes: 1. 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 2017 and 2016 were not disclosed because there were no dilutive shares.

Notes: 2. SDK determined the payment of the dividend of ¥30.00 (US$ 0.27) per share based on the record date of May 11, 2017.
This was done at the extraordinary general meeting of shareholders held on June 27, 2017, and is included in the dividends per share for the fiscal year ended December 31, 2017.

See notes to financial statements.

Consolidated Statements of Comprehensive Income
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See notes to financial statements.
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Consolidated Statements of Changes in Net Assets
For the years ended December 31, 2017 and 2016

Thousands Millions of yen

N
um

ber of
shares of
capital stock

Capital
stock

Capital
surplus

Retained
earnings

Treasury
stock

Valuation 
difference on 
available for- 
sale securities

D
eferred

gains
or losses
on hedges

Revaluation
reserve for
land

Foreign
currency
translation
adjustm

ents

Rem
easure- 

m
ents of 

defined 
benefit plans

N
on- 

controlling 
inter ests

Total
net assets

Balance at December 31, 2015 1,497,113 ¥ 140,564 ¥ 62,221 ¥ 55,202 ¥ (10,157) ¥ 3,927 ¥ (326) ¥ 31,307 ¥ 18,611 ¥ (4,835) ¥ 11,629 ¥ 308,142

Dividends from surplus — — — (4,285) — — — — — — — (4,285)
Net income (loss) attributable to owners 

of the parent — — — 12,305 — — — — — — — 12,305

Purchase of treasury stock — — — — (345) — — — — — — (345)
Disposal of treasury stock — — (0) — 0 — — — — — — 0
Increase by increase of consolidated 

subsidiaries — — — 70 — — — — — — — 70

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

Change in treasury shares of parent 
arising from transactions with non-
controlling shareholders

— — (188) — — — — — — — — (188)

Reversal of revaluation reserve for land — — — 2,093 — — — — — — — 2,093
Other (1,347,402) — — (27) — — — — — — — (27)
Net changes of items other than 

shareholders' equity — — — — — 592 646 (281) (4,372) (6,161) 3,042 (6,535)

Balance at December 31, 2016 149,711 ¥ 140,564 ¥ 62,033 ¥ 65,358 ¥ (10,502) ¥ 4,519 ¥ 320 ¥ 31,026 ¥ 14,239 ¥ (10,996) ¥ 14,671 ¥ 311,231

Dividends from surplus — — — (4,285) — — — — — — — (4,285)
Net income (loss) attributable to owners 

of the parent — — — 33,470 — — — — — — — 33,470

Purchase of treasury stock — — — — (11) — — — — — — (11)
Disposal of treasury stock — — 0 — 10 — — — — — — 10
Increase by increase of consolidated 

subsidiaries — — — 229 — — — — — — — 229

Decrease by increase of consolidated 
subsidiaries — — — (97) — — — — — — — (97)

Change in treasury shares of parent 
arising from transactions with non-
controlling shareholders

— — (370) — — — — — — — — (370)

Reversal of revaluation reserve for land — — — 1,486 — — — — — — — 1,486
Other — — — (20) — — — — — — — (20)
Net changes of items other than 

shareholders' equity — — — — — 12,028 3,461 (1,485) 1,214 6,281 1,854 23,353

Balance at December 31, 2017 149,711 ¥ 140,564 ¥ 61,663 ¥ 96,142 ¥ (10,503) ¥ 16,547 ¥ 3,781 ¥ 29,541 ¥ 15,452 ¥ (4,716) ¥ 16,524 ¥ 364,997

Thousands Thousands of U.S. dollars (Note 4)

N
um

ber of
shares of
capital stock

Capital
stock

Capital
surplus

Retained
earnings

Treasury
stock

Valuation 
difference on 
available for- 
sale securities

D
eferred gains 

or losses on 
hedges

Revaluation
reserve for
land

Foreign
currency
translation
adjustm

ents

Rem
easure- 

m
ents of 

defined 
benefit plans

N
on- 

controlling 
inter ests

Total
net assets

Balance at December 31, 2016 149,711 $ 1,243,925 $ 548,968 $ 578,390 $ (92,938) $ 39,987 $ 2,835 $ 274,565 $ 126,006 $ (97,312) $ 129,831 $ 2,754,256

Dividends from surplus — — — (37,916) — — — — — — — (37,916)
Net income (loss) attributable to owners 

of the parent — — — 296,198 — — — — — — — 296,198

Purchase of treasury stock — — — — (98) — — — — — — (98)
Disposal of treasury stock — — 0 — 91 — — — — — — 91
Increase by increase of consolidated 

subsidiaries — — — — — — — — — — — 2,022

Decrease by increase of consolidated 
subsidiaries — — — 2,022 — — — — — — — (856)

Change in treasury shares of parent 
arising from transactions with non-
controlling shareholders

— — (3,277) (856) — — — — — — — (3,277)

Reversal of revaluation reserve for land — — — 13,152 — — — — — — — 13,152
Other — — — (175) — — — — — — — (175)
Net changes of items other than 

shareholders' equity — — — — — 106,446 30,629 (13,137) 10,741 55,580 16,403 206,663

Balance at December 31, 2017 149,711 $ 1,243,925 $ 545,691 $ 850,814 $ (92,944) $ 146,433 $ 33,464 $ 261,427 $ 136,747 $ (41,732) $ 146,234 $ 3,230,060

See notes to financial statements.

Consolidated Statements of Cash Flows
For the years ended December 31, 2017 and 2016

Millions of yen Thousands of 
U.S. dollars

2017 2016 2017

Cash flows from operating activities

Income before income taxes and Non-controlling interests ¥ 46,616 ¥ 17,529 $ 412,531 

Adjustments for:

Depreciation and amortization 38,454 38,761 340,303

Impairment loss 7,204 15,644 63,753

Amortization of negative goodwill (12) (11) (106)

Increase (decrease) in allowance for doubtful accounts 2,757 (6,441) 24,394

Increase (decrease) in net defined benefit liability (10,610) 6,744 (93,889)

Interest and dividends income (1,893) (1,641) (16,755)

Interest expenses 3,100 3,231 27,435

Equity in (earnings) losses of unconsolidated subsidiaries and affiliates 7,689 (4,328) 68,042

Loss (gain) on sales and valuation of investment securities (358) (6) (3,165)

Loss on retirement of noncurrent assets 5,310 4,030 46,990

Loss (gain) on sales of noncurrent assets (880) (808) (7,787)

Decrease (increase) in notes and accounts receivable-trade (23,253) (2,380) (205,781)

Decrease (increase) in inventories (12,005) 20,112 (106,235)

Increase (decrease) in notes and accounts payable-trade 10,172 (10,315) 90,021

Other, net 2,089 (10,044) 18,485

    Subtotal 74,381 70,076 658,235

Interest and dividends income received 4,410 5,565 39,030

Interest expenses paid (2,828) (3,227) (25,029)

Income taxes paid (refund) (8,679) (3,466) (76,804)

        Net cash provided by (used in) operating activities 67,284 68,949 595,432

Cash flows from investing activities

Payments into time deposits (9,606) (29,438) (85,009)

Proceeds from withdrawal of time deposits 23,268 25,287 205,908

Purchase of property, plant and equipment (38,872) (38,317) (343,999)

Proceeds from sales of property, plant and equipment 1,067 1,724 9,441

Purchase of investment securities (1,646) (3,163) (14,565)

Proceeds from sales of investment securities 15,121 173 133,811

Purchase of investments in subsidiaries resulting in change in scope of consolidation (14,910) (2,132) (131,945)

Net decrease (increase) in short-term loans receivable (754) (1,231) (6,676)

Payments of long-term loans receivable (1,045) (4,077) (9,252)

Collection of long-term loans receivable 609 322 5,386

Other, net (3,145) (2,903) (27,830)

        Net cash provided by (used in) investing activities (29,914) (53,754) (264,729)

Cash flows from financing activities

Net increase (decrease) in short-term debt 19,921 (7,242) 176,295

Proceeds from long-term loans payable 22,328 42,288 197,590

Repayments of long-term loans payable (44,813) (49,273) (396,574)

Proceeds from share issuance of bonds — 17,000 —

Redemption of bonds (10,000) (10,000) (88,496)

Cash dividends paid (4,277) (4,267) (37,848)

Cash dividends paid to non-controlling shareholders (1,648) (376) (14,581)

Other, net 118 (1,350) 1,044

        Net cash provided by (used in) financing activities (18,370) (13,220) (162,570)

Effect of exchange rate changes on cash and cash equivalents 953 (523) 8,434

Net increase (decrease) in cash and cash equivalents 19,952 1,453 176,567

Cash and cash equivalents at beginning of the year 56,186 54,597 497,217

Increase in cash and cash equivalents resulting from newly consolidated subsidiaries 696 136 6,158

Cash and cash equivalents at end of the year ¥ 76,833 ¥ 56,186 $ 679,942 

See notes to financial statements.
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Consolidated Statements of Changes in Net Assets
For the years ended December 31, 2017 and 2016

Thousands Millions of yen

N
um

ber of
shares of
capital stock

Capital
stock

Capital
surplus

Retained
earnings

Treasury
stock

Valuation 
difference on 
available for- 
sale securities

D
eferred

gains
or losses
on hedges

Revaluation
reserve for
land

Foreign
currency
translation
adjustm

ents

Rem
easure- 

m
ents of 

defined 
benefit plans

N
on- 

controlling 
inter ests

Total
net assets

Balance at December 31, 2015 1,497,113 ¥ 140,564 ¥ 62,221 ¥ 55,202 ¥ (10,157) ¥ 3,927 ¥ (326) ¥ 31,307 ¥ 18,611 ¥ (4,835) ¥ 11,629 ¥ 308,142

Dividends from surplus — — — (4,285) — — — — — — — (4,285)
Net income (loss) attributable to owners 

of the parent — — — 12,305 — — — — — — — 12,305

Purchase of treasury stock — — — — (345) — — — — — — (345)
Disposal of treasury stock — — (0) — 0 — — — — — — 0
Increase by increase of consolidated 

subsidiaries — — — 70 — — — — — — — 70

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

Change in treasury shares of parent 
arising from transactions with non-
controlling shareholders

— — (188) — — — — — — — — (188)

Reversal of revaluation reserve for land — — — 2,093 — — — — — — — 2,093
Other (1,347,402) — — (27) — — — — — — — (27)
Net changes of items other than 

shareholders' equity — — — — — 592 646 (281) (4,372) (6,161) 3,042 (6,535)

Balance at December 31, 2016 149,711 ¥ 140,564 ¥ 62,033 ¥ 65,358 ¥ (10,502) ¥ 4,519 ¥ 320 ¥ 31,026 ¥ 14,239 ¥ (10,996) ¥ 14,671 ¥ 311,231

Dividends from surplus — — — (4,285) — — — — — — — (4,285)
Net income (loss) attributable to owners 

of the parent — — — 33,470 — — — — — — — 33,470

Purchase of treasury stock — — — — (11) — — — — — — (11)
Disposal of treasury stock — — 0 — 10 — — — — — — 10
Increase by increase of consolidated 

subsidiaries — — — 229 — — — — — — — 229

Decrease by increase of consolidated 
subsidiaries — — — (97) — — — — — — — (97)

Change in treasury shares of parent 
arising from transactions with non-
controlling shareholders

— — (370) — — — — — — — — (370)

Reversal of revaluation reserve for land — — — 1,486 — — — — — — — 1,486
Other — — — (20) — — — — — — — (20)
Net changes of items other than 

shareholders' equity — — — — — 12,028 3,461 (1,485) 1,214 6,281 1,854 23,353

Balance at December 31, 2017 149,711 ¥ 140,564 ¥ 61,663 ¥ 96,142 ¥ (10,503) ¥ 16,547 ¥ 3,781 ¥ 29,541 ¥ 15,452 ¥ (4,716) ¥ 16,524 ¥ 364,997

Thousands Thousands of U.S. dollars (Note 4)
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Foreign
currency
translation
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ents
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m
ents of 
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Balance at December 31, 2016 149,711 $ 1,243,925 $ 548,968 $ 578,390 $ (92,938) $ 39,987 $ 2,835 $ 274,565 $ 126,006 $ (97,312) $ 129,831 $ 2,754,256

Dividends from surplus — — — (37,916) — — — — — — — (37,916)
Net income (loss) attributable to owners 

of the parent — — — 296,198 — — — — — — — 296,198

Purchase of treasury stock — — — — (98) — — — — — — (98)
Disposal of treasury stock — — 0 — 91 — — — — — — 91
Increase by increase of consolidated 

subsidiaries — — — — — — — — — — — 2,022

Decrease by increase of consolidated 
subsidiaries — — — 2,022 — — — — — — — (856)

Change in treasury shares of parent 
arising from transactions with non-
controlling shareholders

— — (3,277) (856) — — — — — — — (3,277)

Reversal of revaluation reserve for land — — — 13,152 — — — — — — — 13,152
Other — — — (175) — — — — — — — (175)
Net changes of items other than 

shareholders' equity — — — — — 106,446 30,629 (13,137) 10,741 55,580 16,403 206,663

Balance at December 31, 2017 149,711 $ 1,243,925 $ 545,691 $ 850,814 $ (92,944) $ 146,433 $ 33,464 $ 261,427 $ 136,747 $ (41,732) $ 146,234 $ 3,230,060

See notes to financial statements.

Consolidated Statements of Cash Flows
For the years ended December 31, 2017 and 2016

Millions of yen Thousands of 
U.S. dollars

2017 2016 2017

Cash flows from operating activities

Income before income taxes and Non-controlling interests ¥ 46,616 ¥ 17,529 $ 412,531 

Adjustments for:

Depreciation and amortization 38,454 38,761 340,303

Impairment loss 7,204 15,644 63,753

Amortization of negative goodwill (12) (11) (106)

Increase (decrease) in allowance for doubtful accounts 2,757 (6,441) 24,394

Increase (decrease) in net defined benefit liability (10,610) 6,744 (93,889)

Interest and dividends income (1,893) (1,641) (16,755)

Interest expenses 3,100 3,231 27,435

Equity in (earnings) losses of unconsolidated subsidiaries and affiliates 7,689 (4,328) 68,042

Loss (gain) on sales and valuation of investment securities (358) (6) (3,165)

Loss on retirement of noncurrent assets 5,310 4,030 46,990

Loss (gain) on sales of noncurrent assets (880) (808) (7,787)

Decrease (increase) in notes and accounts receivable-trade (23,253) (2,380) (205,781)

Decrease (increase) in inventories (12,005) 20,112 (106,235)

Increase (decrease) in notes and accounts payable-trade 10,172 (10,315) 90,021

Other, net 2,089 (10,044) 18,485

    Subtotal 74,381 70,076 658,235

Interest and dividends income received 4,410 5,565 39,030

Interest expenses paid (2,828) (3,227) (25,029)

Income taxes paid (refund) (8,679) (3,466) (76,804)

        Net cash provided by (used in) operating activities 67,284 68,949 595,432

Cash flows from investing activities

Payments into time deposits (9,606) (29,438) (85,009)

Proceeds from withdrawal of time deposits 23,268 25,287 205,908

Purchase of property, plant and equipment (38,872) (38,317) (343,999)

Proceeds from sales of property, plant and equipment 1,067 1,724 9,441

Purchase of investment securities (1,646) (3,163) (14,565)

Proceeds from sales of investment securities 15,121 173 133,811

Purchase of investments in subsidiaries resulting in change in scope of consolidation (14,910) (2,132) (131,945)

Net decrease (increase) in short-term loans receivable (754) (1,231) (6,676)

Payments of long-term loans receivable (1,045) (4,077) (9,252)

Collection of long-term loans receivable 609 322 5,386

Other, net (3,145) (2,903) (27,830)

        Net cash provided by (used in) investing activities (29,914) (53,754) (264,729)

Cash flows from financing activities

Net increase (decrease) in short-term debt 19,921 (7,242) 176,295

Proceeds from long-term loans payable 22,328 42,288 197,590

Repayments of long-term loans payable (44,813) (49,273) (396,574)

Proceeds from share issuance of bonds — 17,000 —

Redemption of bonds (10,000) (10,000) (88,496)

Cash dividends paid (4,277) (4,267) (37,848)

Cash dividends paid to non-controlling shareholders (1,648) (376) (14,581)

Other, net 118 (1,350) 1,044

        Net cash provided by (used in) financing activities (18,370) (13,220) (162,570)

Effect of exchange rate changes on cash and cash equivalents 953 (523) 8,434

Net increase (decrease) in cash and cash equivalents 19,952 1,453 176,567

Cash and cash equivalents at beginning of the year 56,186 54,597 497,217

Increase in cash and cash equivalents resulting from newly consolidated subsidiaries 696 136 6,158

Cash and cash equivalents at end of the year ¥ 76,833 ¥ 56,186 $ 679,942 

See notes to financial statements.
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Company 

NameFormed

Capital

Employee Consolidated

Subsidiaries & Affiliates

Head OfficeShowa Denko K.K

June 1, 1939

140,564 million

10,864 Parent : 3,616

Consolidated subsidiaries: 62  
Equity method applied: 11

* SDK consolidated every ten shares of its common stock into one share on July 1, 2016.

（注）持株比率は発行済株式総数から自己株式（6,897千株）を控除して算出しております。

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

Phone: +81-3-5470-3235

URL: http://www.sdk.co.jp/

E-mail: sdk_prir@showadenko.com

Authorized number of shares  330,000,000

America

Showa Denko America, Inc.

420 Lexington Avenue, Suite #2335A,

New York, NY 10170, U.S.A.

Phone : +1-212-370-0033

Fax : +1-212-370-4566

Germany

Showa Denko Europe GmbH

Konrad-Zuse-Platz 3,

81829 Munich, Germany

Phone : +49-89-939-9620

Fax : +49-89-939-96250

Singapore

Showa Denko Singapore (Pte.) Ltd.

2 Shenton Way #15-03/04, SGX Centre 1,

Singapore 068804

Phone : +65-6223-1889

Fax : +65-6223-6007

China

Showa Denko (Shanghai) Co., Ltd.

18F, Wang-Wang Building No. 211, Shimen Yi Road,

Jingan, Shanghai, 200041, China

Phone : +86-21-6217-5000

Fax : +86-21-6217-9840

Shareholder
当社への出資状況

Number of Shares 
Held (in thousands)

Rate of 
Shareholding (%)

The Master Trust Bank of Japan, Ltd.(T) 9,166 6.42

Japan Trustee Services Bank, Ltd.(T) 7,701 5.39

Fukoku Mutual Life Insurance Company 5,517 3.86

MORGAN STANLEY & CO. LLC 3,651 2.56

The Dai-ichi Life Insurance Company,Limited 3,600 2.52

MSCO CUSTOMER SECURITIES 3,321 2.33

Japan Trustee Services Bank, Ltd.(T9) 3,028 2.12

Sompo Japan Nipponkoa Insurance Inc. 3,007 2.11

NORTHERN TRUST CO. (AVFC) SUB A/C NON TREATY 2,956 2.07

Japan Trustee Services Bank, Ltd.(T5) 2,659 1.86

Number of Shares Outstanding 149,711,292

Number of Shareholders 60,531

Commercial

Subsidiaries

Abroad

Stocks information

▶ Shareholders (Top 10)

株式数合計

149,711

Treasury shares

6,897
4.61％

Financial 
firms

58,259
38.91％

Foreign corporate entities, etc.

51,867
34.64％

Individuals

23,231
15.52％

Japanese 
corporate 
entities

6,056
4.05％

Securities firms

3,401
2.27％

▶ Shareholders by Sector

Corporate Data (As of Dec 31, 2017)
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Head OfficeShowa Denko K.K

June 1, 1939

140,564 million

10,864 Parent : 3,616

Consolidated subsidiaries: 62  
Equity method applied: 11

* SDK consolidated every ten shares of its common stock into one share on July 1, 2016.

（注）持株比率は発行済株式総数から自己株式（6,897千株）を控除して算出しております。

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

Phone: +81-3-5470-3235

URL: http://www.sdk.co.jp/

E-mail: sdk_prir@showadenko.com

Authorized number of shares  330,000,000

America

Showa Denko America, Inc.

420 Lexington Avenue, Suite #2335A,

New York, NY 10170, U.S.A.

Phone : +1-212-370-0033

Fax : +1-212-370-4566
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Fax : +65-6223-6007

China

Showa Denko (Shanghai) Co., Ltd.

18F, Wang-Wang Building No. 211, Shimen Yi Road,

Jingan, Shanghai, 200041, China

Phone : +86-21-6217-5000

Fax : +86-21-6217-9840

Shareholder
当社への出資状況

Number of Shares 
Held (in thousands)

Rate of 
Shareholding (%)

The Master Trust Bank of Japan, Ltd.(T) 9,166 6.42

Japan Trustee Services Bank, Ltd.(T) 7,701 5.39

Fukoku Mutual Life Insurance Company 5,517 3.86

MORGAN STANLEY & CO. LLC 3,651 2.56

The Dai-ichi Life Insurance Company,Limited 3,600 2.52

MSCO CUSTOMER SECURITIES 3,321 2.33

Japan Trustee Services Bank, Ltd.(T9) 3,028 2.12

Sompo Japan Nipponkoa Insurance Inc. 3,007 2.11

NORTHERN TRUST CO. (AVFC) SUB A/C NON TREATY 2,956 2.07

Japan Trustee Services Bank, Ltd.(T5) 2,659 1.86

Number of Shares Outstanding 149,711,292

Number of Shareholders 60,531
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