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The Group recorded consolidated net sales of ¥992,136 million 

(US$8,938 million) in 2018, up 27.1% from the previous year.  

The sales in the Electronics segment decreased due to a lower 

shipment volumes of HD media for mobile PCs. However, the sales 

in the Inorganics segment considerably increased due partly to the 

effect of the business integration in our graphite electrode business, 

which took place in the second half of 2017, and a rise in market 

prices of graphite electrodes. In the Petrochemicals segment, sales 

increased due to a rise in market prices of products resulting from a 

rise in raw naphtha price, despite a decrease in production resulting 

from the large-scale periodic shutdown maintenance of ethylene 

production facilities. Sales in the Chemicals, Aluminum, and Others 

segments also increased due to higher shipment volumes.

The cost of sales went up ¥102,115 million, or 16.9%, to ¥705,003 

million (US$6,351 million), reflecting the increase in net sales. 

Selling, general and administrative expenses rose ¥7,340 million, 

or 7.4%, to ¥107,130 million (US$965 million), due partly to the higher 

transportation cost. R&D expenditures rose ¥1,196 million to ¥19,735 

million (US$178 million). 

Operating income of the Group substantially increased by 

131.6%, or ¥102,295 million over the previous year, to ¥180,003 million 

(US$1,622 million). In the Petrochemicals segment, operating income 

decreased due mainly to the large-scale shutdown maintenance.  

The Electronics and Aluminum segments also recorded lower income. 

However, the Inorganics segment recorded considerably higher 

income due to the effect of the business integration in graphite 

electrode business and a rise in the market prices of graphite 

electrodes. The Chemicals and Others segments also recorded higher 

income.

A breakdown of net sales and operating income by business segment 

is as follows.

Petrochemicals
Production of ethylene and propylene decreased from the previous 

year due to periodic shutdown maintenance of ethylene production 

facilities which is conducted once every four years. Sales of olefins 

rose due to a rise in the market prices of products resulting from a 

rise in raw naphtha price, despite a decrease in production quantities 

resulting from the large-scale periodic shutdown maintenance of 

ethylene production facilities. Sales of organic chemicals increased 

due to a rise in prices of products including ethyl acetate and vinyl 

acetate.

As a result, sales in the Petrochemicals segment increased 

¥17,751 million, or 7.1% over the previous year, to ¥268,879 million 

(US$2,422 million). However, this segment recorded operating income 

of ¥20,333 million (US$183 million), down ¥13,024, or 39.0% from 

the previous year due mainly to the large-scale periodic shutdown 

maintenance and a decrease in spreads between raw naphtha 

price and market prices of cracked fuel oil and the raw material for 

butadiene.

Chemicals
Production of liquefied ammonia decreased slightly from the previous 

year. However, production of high-purity gases for electronics 

increased. In the basic chemicals business, sales of liquefied ammonia 

dropped slightly due to a decrease in shipment volumes. However, 

sales of acrylonitrile and chloroprene rubber increased due to a rise 

in market prices. Sales of electronic chemicals went up 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 industrial gases increased due to higher shipment 

volumes of carbon dioxide and dry ice. Sales of functional chemicals 

also rose due to higher sales prices of products reflecting a rise in 

prices of raw materials.

As a result, sales in the Chemicals segment increased ¥7,782 

million, or 5.2% over the previous year, to ¥156,541 million (US$1,410 

million). The segment recorded operating income of ¥17,393 million 

(US$157 million), up ¥919 million, or 5.6% over the previous year. 

Electronics
Production of HD media in 2018 fell from the previous year due mainly 

to a weakness in shipment volumes of HD media for use in PCs, 

though the demand for HD media for use in servers for data centers 

remained strong. Thus the sales of HD media dropped, reflecting 

a decrease in sales volumes. Sales of compound semiconductors 

increased due to higher shipment volumes. However, sales of rare 

earth magnetic alloys fell due to reforms in business structure. Sales of 

lithium-ion battery (LIB) materials increased due to higher shipment 

volumes to China. 

As a result, the Electronics segment’s sales decreased ¥17,241 

million, or 14.0% from the previous year, to ¥105,823 million (US$953 

million). The segment recorded operating income of ¥12,397 million 

(US$112 million), down ¥9,528 million, or 43.5% from the previous 

year.

■■Net Sales by Segment
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Inorganics
Production of graphite electrodes increased from the previous year 

due to a rise in output from the electric steel industry as the customer. 

Sales of graphite electrodes went up sharply due to consolidation 

of SHOWA DENKO CARBON Holding GmbH in the second half of 

2017, in addition to a rise in sales prices of graphite electrodes in 

the global market caused by higher production of electric steel in 

China resulting from enforcement of stricter environmental policy, 

and the tight supply demand situation resulting from an electric 

steel production on a global scale, especially in the U.S. market. Sales 

of ceramics decreased due mainly to a fall in shipment volumes 

of general-purpose alumina caused by SDK’s withdrawal from PT. 

Indonesia Chemical Alumina (ICA), despite higher shipment volumes 

of abrasives and fine ceramics for electronics. 

As a result, sales in the Inorganics segment increased ¥192,707 

million, or 262.4% over the previous year, to ¥266,149 million 

(US$2,398 million). This segment recorded operating income of 

¥132,445 million (US$1,193 million), up ¥125,466 million over the 

previous year.

Aluminum
Production of high-purity foil for aluminum electrolytic capacitors 

increased from the previous year. Sales of rolled products went up 

due to higher shipment volumes of high-purity foil for aluminum 

electrolytic capacitors for use in industrial equipment and automotive 

applications. Sales of aluminum specialty components increased 

slightly due to a rise in product prices caused by higher price of 

aluminum ingots. Sales of aluminum cans slightly fell due to lower 

shipment volumes to the domestic market.

As a result, sales in the Aluminum segment increased ¥2,815 

million, or 2.7% over the previous year, to ¥108,254 million (US$975 

million). However, operating income of the segment decreased ¥1,755 

million, or 26.2% from the previous year, to ¥4,942 million (US$45 

million). 

Others
Sales in the Others segment increased ¥9,789 million, or 7.3% over the 

previous year, to ¥143,413 million (US$1,292 million) due mainly to the 

increase in Shoko Co., Ltd.’s sales and shipment volumes of SiC epitaxial 

wafers for power devices. Operating income of the segment rose by 

¥2,260 million, or 357.0% over the previous year, to ¥2,893 million (US$26 

million).

■■Operating Income by Segment
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Sales in Japan
Sales in the Petrochemicals segment increased due to a rise in market 

prices of products resulting from higher raw naphtha prices. 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 and a rise 

in the market price of acrylonitrile. Sales figures of the Electronics 

segment fell due to lower shipment volumes of HD media, despite 

increased shipment volumes and sales of compound semiconductors. 

In the Inorganics segment, sales rose due to an increase in market 

prices and sales volumes of graphite electrodes, and an increase in 

shipment volumes of ceramics for electronics including titanium 

oxide and thermoconductive fillers. Sales in the Aluminum segment 

rose due to higher sales volumes of high-purity foil for aluminum 

electrolytic capacitors and an increase in sales of aluminum specialty 

components resulting from a rise in price of aluminum ingots. Sales 

figures of the Others segment rose due to an increase in Shoko Co., 

Ltd.’s sales and higher shipment volumes of SiC epitaxial wafers, for 

which we have been increasing our productive capacity. As a result, 

consolidated sales from operations in Japan rose ¥47,170 million, or 

9.4%, to ¥551,333 million (US$4,967 million).

Sales in Asia (excluding Japan)
Sales in the Petrochemicals segment in Asia fell due to a decline in the 

export of olefins resulting from periodic shutdown maintenance of 

ethylene production facilities conducted once every four years. Sales 

in Asia for the Chemicals segment increased. For the basic chemicals 

business, sales of chloroprene rubber rose due to an increase in export 

volumes. 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 rise in market prices of products resulting from a 

rise in raw material prices. The Electronics segment’s sales went down 

due to lower shipment volumes of HD media resulting from a decline 

in demand for HDDs used in PCs. Sales in the Inorganics segment 

rose due mainly to a rise in prices of graphite electrodes in the global 

market and the full-year contribution from SHOWA DENKO CARBON 

Holding GmbH, which was consolidated in the fourth quarter of 2017, 

to the increase in sales. Sales in the Aluminum segment increased due 

to higher shipment volumes of aluminum cans recorded by Hanacans 

Joint Stock Company in Vietnam. Sales in the Others segment 

decreased due to lower sales recorded by Shoko Co., Ltd.

Information by Geographic Area
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As a result, consolidated sales from operations in Asia (excluding 

Japan) increased ¥9,241 million, or 4.0% over the previous year, to 

¥239,885 million (US$2,161 million).

Sales in the Rest of the World 
Sales in the rest of the world increased substantially due mainly to a 

rise in sales in the Inorganics segment. Showa Denko Carbon Inc., our 

U.S. subsidiary producing graphite electrodes, recorded higher sales 

due mainly to a rise in graphite electrode prices in the global market. 

SHOWA DENKO CARBON Holding GmbH, which was consolidated in 

the fourth quarter of 2017, also contributed to the increase in sales in 

the Inorganics segment throughout 2018. 

As a result, consolidated sales from operations in the rest of the world 

increased ¥155,338 million, or 340.8% over the previous year, to 

¥200,919 million (US$1,810 million).

The gap between interest expenses and interest and dividends 

income improved ¥578 million to expenses of ¥629 million (US$6 

million), mainly from an increase in interest income.

We recorded a gain on the equity in earnings of unconsolidated 

subsidiaries and affiliates to which the equity method is applied of 

¥1,253 million (US$11 million), an improvement of ¥8,942 million.  

This gain was due mainly to a backlash from the previous year’s 

recording of an impairment loss on the equity in earnings of 

unconsolidated subsidiaries and affiliates to which the equity method 

is applied from ICA.

For foreign exchange gain (losses), the Group recorded 

foreign exchange losses of ¥347 million (US$3 million) in 2018, an 

improvement of ¥2,444 million from the previous year due mainly 

to the recording of a foreign exchange gain from a subsidiary 

manufacturing HD media in Taiwan caused by the depreciation of the 

New Taiwan dollar against the U.S. dollar. In 2017, however, this HD 

media manufacturing subsidiary in Taiwan recorded foreign exchange 

losses due to the appreciation of the New Taiwan dollar against the 

U.S. dollar.

We recorded a loss of ¥4,993 million (US$45 million), net, on 

retirement and sales of non-current assets, an increase of ¥563 million, 

due mainly to the recording of retirement losses resulting from 

removal of old facilities that belonged to the Inorganics, Chemicals, 

and Petrochemicals segments.

We also recorded a loss of ¥22,573 million (US$203 million) for 

the impairment loss on fixed assets, an increase of ¥15,369 million, 

due partly to our recognition of an impairment loss amounting to 

¥8,845 million from the business to manufacture aluminum can for 

beverages operated by SDK and Showa Aluminum Can Corporation, 

our consolidated subsidiary, and another impairment loss amounting 

to ¥4,641 million from the business to manufacture lithium-ion 

battery materials, as a result of our review on the value of businesses 

taking their business perspectives into consideration. In addition, we 

recorded impairment loss amounting to ¥5,967 million and ¥1,864 

million on idle properties: the Hikone Plant and the Institute for 

Advanced and Core Technology.

Management’s Discussion and Analysis

Total Assets
Total assets at the end of 2018 rose ¥48,747 million from the end of 

the previous year, to ¥1,075,746 million (US$9,691 million), due mainly 

to the increase in notes and accounts receivable and inventories 

resulting from a rise in product and raw material prices in our graphite 

electrode business. Cash and deposits increased ¥35,938 million from 

the end of the previous year to ¥113,186 million (US$1,020 million).

Net property, plant and equipment decreased ¥27,527 million 

to ¥478,406 million (US$4,310 million), due mainly to the recording 

of impairment loss. Total investments and other assets decreased by 

¥16,812 million, to ¥97,060 million (US$874 million), due partly to the 

depreciation in the market valuation of investment securities.

Liabilities
Interest-bearing debt fell ¥58,758 million from the end of the previous 

year, to ¥287,968 million (US$2,594 million), despite an increase in 

accounts payable-trade caused by a rise in prices of raw materials for 

graphite electrodes. Total liabilities fell ¥47,599 million, to ¥610,406 

million (US$5,499 million).

Net Assets
Net assets at the end of 2018 amounted to ¥465,340 million (US$4,192 

million), up ¥96,346 million over the previous year, due partly to the 

posting of net income attributable to owners of the parent.

Capital Expenditures
Capital expenditures decreased ¥60 million from the previous 

year, to ¥41,727 million (US$376 million). Capital expenditures for 

the Petrochemicals segment increased due to periodic shutdown 

maintenance, and that for the Others segment increased due to 

investment in facilities to produce SiC epitaxial wafers for power 

devices.

Gain on sales of investment securities increased ¥1,113 million, 

to ¥1,521 million (US$14 million).

The sum of extraordinary losses, other than those mentioned 

above, decreased ¥1,792 million from the previous year, to ¥7,626 

million (US$69 million), which was due mainly to posting of 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, deteriorated by ¥7,317 million, to a loss of ¥34,494 

million (US$311 million).

As a result, the Company recorded income before income taxes 

and non-controlling interests of ¥145,509 million (US$1,311 million), 

up ¥94,978 million from the previous year.

Income taxes increased ¥17,942 million to ¥28,756 million 

(US$259 million) due to the improvement in the Company’s 

performance. Consequently, the Company recorded net income 

attributable to owners of the parent of ¥111,503 million (US$1,005 

million), up ¥74,099 million over the previous year.
Other Income (Expenses) and Net Income Attributable to Owners of the Parent

Financial Position
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However, in the Chemicals segment, the amount of capital 

investment in the electronic chemicals business decreased due to the 

end of largescale investment in facilities in 2017 to produce etching 

gases, though the amount of capital investment continued to be at a 

high level throughout 2018. In the Electronics segment, investment in 

facilities to produce HD media in 2018 decreased from the previous 

year.

Cash Flows
Net cash provided by operating activities increased ¥82,550 million 

over the previous year to proceeds of ¥149,785 million (US$1,349 

million), due mainly to the increase in net income attributable to 

owners of the parent. Net cash used in investing activities increased 

¥19,472 million, to ¥49,338 million (US$444 million), due partly to a 

decrease in proceeds from repayment of time deposits. Thus, free 

cash flow ended up with the proceeds of ¥100,447 million (US$905 

million), an improvement of ¥63,078 million. Net cash used in 

financing activities increased ¥42,691 million due to the reduction 

in interest-bearing debt, and ended up with the payment of ¥61,061 

million (US$550 million). As a result, and due partly to the influence of 

exchange rate fluctuations, cash and cash equivalents at December 

31, 2018 increased ¥36,002 million from the end of the previous year, 

to ¥112,835 million (US$1,017 million).
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Consolidated financial statements

Consolidated Balance Sheets
At December 31, 2018 and 2017

Millions of yen Thousands of 
U.S. dollars

ASSETS 2018 2017 2018

Current assets

Cash and deposits ¥113,186 ¥77,248 $1,019,692

Notes and accounts receivable 217,200 194,404 1,956,761

Allowance for doubtful accounts (1,386) (2,849) (12,482)

Inventories 152,800 114,913 1,376,581

Deferred tax assets 3,747 6,898 33,760

Other current assets 14,732 16,581 132,717

    Total current assets 500,280 407,194 4,507,029

Property, plant and equipment 

Land 234,987 244,713 2,117,002

Buildings and structures 283,303 287,708 2,552,281

Machinery, equipment and vehicles 900,921 900,779 8,116,403

Construction in progress 11,106 16,548 100,054

1,430,317 1,449,748 12,885,740

Less : Accumulated depreciation (951,911) (943,815) (8,575,776)

    Net property, plant and equipment 478,406 505,933 4,309,964

Investments and other assets

Investment securities 71,886 89,167 647,618

Long-term loans 71 1,217 643

Net defined benefit asset 249 232 2,243

Deferred tax assets 1,590 1,080 14,320

Other 31,596 32,405 284,650

Allowance for doubtful accounts (8,332) (10,229) (75,062)

    Total investments and other assets 97,060 113,871 874,412

    Total assets ¥1,075,746 ¥1,026,999 $9,691,405

See notes to financial statements.
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Millions of yen Thousands of 
U.S. dollars

LIABILITIES AND NET ASSETS 2018 2017 2018

Current liabilities

Short-term debt ¥81,747 ¥91,699 $736,456

Current portion of long-term debt 41,403 57,432 373,000

Notes and accounts payable 182,890 171,515 1,647,662

Income taxes payable 10,160 5,748 91,535

Provision for repairs 64 4,143 574

Provision for bonuses 3,516 2,949 31,678

Provision for stock payments 5 5 46

Provision for business structure improvement 129 137 1,161

Other current liabilities 42,266 38,206 380,775

    Total current liabilities 362,181 371,835 3,262,888

Noncurrent liabilities

Long-term debt less current portion 164,818 197,594 1,484,847

Deferred tax liabilities 6,683 12,880 60,211

Provision for repairs 1,102 117 9,926

Provision for director retirement 156 96 1,407

Provision for business structure improvement 2,876 3,574 25,906

Provision for loss on guarantees — 2,640 —

Net defined benefit liability 22,018 18,966 198,365

Deferred tax liabilities for land revaluation 32,324 32,488 291,208

Other noncurrent liabilities 18,248 17,814 164,397

    Total noncurrent liabilities 248,226 286,170 2,236,266

Contingent liabilities 

Net assets 

Shareholders' equity

Capital stock

Authorized, 330,000,000 shares

    Issued , 2018– 149,711,292 shares 140,564 — 1,266,338

    Issued , 2017– 149,711,292 shares — 140,564 —

Capital surplus 78,911 61,663 710,911

Retained earnings 197,717 100,076 1,781,230

Less: Treasury stock at cost, 2018– 3,836,364 shares (11,659) — (105,038)

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

    Total shareholders' equity 405,532 291,800 3,653,441

Accumulated other comprehensive income

Valuation difference on available-for-sale securities 7,489 16,547 67,465

Deferred gains or losses on hedges 836 3,781 7,535

Revaluation reserve for land 33,281 29,541 299,831

Foreign currency translation adjustments 7,069 15,516 63,681

Remeasurements of defined benefit plans (8,244) (4,716) (74,270)

    Total accumulated other comprehensive income 40,431 60,670 364,241

Non-controlling interests 19,377 16,524 174,568

    Total net assets 465,340 368,994 4,192,251

        Total liabilities and net assets ¥1,075,746 ¥1,026,999 $9,691,405
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Consolidated financial statements

Consolidated Statements of Income
For the years ended December 31, 2018 and 2017

Millions of yen Thousands of 
U.S. dollars 

2018 2017 2018

Net sales ¥992,136 ¥780,387 $8,938,162

Cost of sales 705,003 602,888 6,351,379

Gross profit 287,133 177,498 2,586,784

Selling, general and administrative expenses 107,130 99,790 965,135

Operating income 180,003 77,708 1,621,649

Other income (expenses)

Interest and dividends income 2,354 1,893 21,207

Equity in earnings (losses) of unconsolidated subsidiaries and affiliates 1,253 (7,689) 11,290

Gain on sales of investment securities, net 1,521 408 13,703

Loss on valuation of investment securities (2,583) (50) (23,270)

Rent income on non-current assets 1,366 1,381 12,305

Interest expenses (2,983) (3,100) (26,871)

Loss on retirement of non-current assets (4,851) (5,310) (43,706)

Impairment loss (22,573) (7,204) (203,362)

Gain on bargain purchase — 7,141 —

Gain on liquidation of subsidiaries 361 15 3,254

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

Other, net (8,359) (12,022) (75,309)

    Total (34,494) (27,177) (310,759)

Income before income taxes and non-controlling interests 145,509 50,531 1,310,890

Income taxes 

Current 25,669 8,053 231,255

Deferred 3,087 2,761 27,813

Net income 116,752 39,717 1,051,823

Net income attributable to non-controlling interests 5,249 2,313 47,287

Net income attributable to owners of the parent ¥111,503 ¥37,404 $1,004,535

Yen U.S. dollars

Per share amounts

Net income – primary ¥758.15 ¥262.44 $6.83

Cash dividends (applicable to the period) 120.00 80.00 1.08

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 2018 and 2017 were not disclosed because there were no dilutive shares.

See notes to financial statements.
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Consolidated Statements of Comprehensive Income
For the years ended December 31, 2018 and 2017

Millions of yen Thousands of 
U.S. dollars 

2018 2017 2018

Net income ¥116,752 ¥39,717 $1,051,823

Other comprehensive income:

Valuation difference on available-for-sale securities (9,127) 12,133 (82,228)

Deferred gains or losses on hedges (2,942) 3,479 (26,508)

Foreign currency translation adjustments (7,667) 1,519 (69,070)

Remeasurements of defined benefit plans, net of tax (3,556) 6,294 (32,034)

Share of other comprehensive income of unconsolidated subsidiaries
    and affiliates accounted for using equity method (1,405) 22 (12,655)

        Total other comprehensive income (loss) ¥(24,697) ¥23,447 $(222,495)

Comprehensive income ¥92,055 ¥63,165 $829,327

Comprehensive income attributable to:

    Owners of parent 87,463 60,579 787,953

    Non-controlling interests 4,593 2,586 41,375

See notes to financial statements.
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Consolidated financial statements

Consolidated Statements of Changes in Net Assets
For the years ended December 31, 2018 and 2017

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 
interests

Total
net assets

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 — — — 37,404 — — — — — — — 37,404

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

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) 1,277 6,281 1,854 23,416

Balance 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)
Net 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 the equity method — — — (6) — — — — — — — (6)
Change in treasury shares of parent 

arising from transactions with non-
controlling shareholders

— — 0 — — — — — — — — 0

Reversal of revaluation reserve for land — — — (3,740) — — — — — — — (3,740)
Other — — — — — — — — — — — —
Net changes of items other than 

shareholders' equity — — — — — (9,058) (2,945) 3,740 (8,447) (3,528) 2,853 (17,387)

Balance 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

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 
interests

Total
net assets

Balance at December 31, 2017 149,711 $1,266,338 $555,523 $901,583 $(94,619) $149,072 $34,067 $266,138 $139,783 $(42,484) $148,869 $3,324,270

Dividends from surplus — — — (91,144) — — — — — — — (91,144)
Net income (loss) attributable to owners 

of the parent — — — 1,004,535 — — — — — — — 1,004,535

Purchase of treasury stock — — — — (90,229) — — — — — — (90,229)
Disposal of treasury stock — — 155,387 — 79,810 — — — — — — 235,197
Increase by increase of consolidated 

subsidiaries — — — — — — — — — — —

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

Change of scope of the equity method — — — (51) — — — — — — — (51)
Change in treasury shares of parent 

arising from transactions with non-
controlling shareholders

— — 1 — — — — — — — — 1

Reversal of revaluation reserve for land — — — (33,693) — — — — — — — (33,693)
Other — — — — — — — — — — — —
Net changes of items other than 

shareholders' equity — — — — — (81,607) (26,532) 33,693 (76,102) (31,786) 25,699 (156,635)

Balance at December 31, 2018 149,711 $1,266,338 $710,911 $1,781,230 $(105,038) $67,465 $7,535 $299,831 $63,681 $(74,270) $174,568 $4,192,251

See notes to financial statements.
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Consolidated Statements of Cash Flows
For the years ended December 31, 2018 and 2017

Millions of yen Thousands of 
U.S. dollars

2018 2017 2018

Cash flows from operating activities

Income before income taxes and non-controlling interests ¥145,509 ¥50,531 $1,310,890

Adjustments for:

Depreciation and amortization 39,459 38,565 355,489

Impairment loss 22,573 7,204 203,362

Amortization of negative goodwill (19) (12) (167)

Increase (decrease) in allowance for doubtful accounts (2,134) 2,757 (19,224)

Increase (decrease) in provision for business restructuring (704) 2,106 (6,339)

Increase (decrease) in provision for loss on guarantees (2,640) 2,640 (23,783)

Increase (decrease) in net defined benefit liability 3,522 (10,610) 31,732

Interest and dividends income (2,354) (1,893) (21,207)

Interest expenses 2,983 3,100 26,871

Equity in (earnings) losses of unconsolidated subsidiaries and affiliates (1,253) 7,689 (11,290)

Loss (gain) on sales and valuation of investment securities 1,062 (358) 9,567

Loss on retirement of non-current assets 4,851 5,310 43,706

Loss (gain) on sales of non-current assets 141 (880) 1,274

Decrease (increase) in notes and accounts receivable-trade (29,583) (23,253) (266,509)

Decrease (increase) in inventories (40,469) (12,005) (364,587)

Increase (decrease) in notes and accounts payable-trade 20,397 10,172 183,757

Other, net 6,162 (8,712) 55,518

    Subtotal 167,506 72,351 1,509,060

Interest and dividends income received 4,005 4,410 36,085

Interest expenses paid (4,269) (2,828) (38,459)

Income taxes paid (refund) (17,457) (6,698) (157,270)

        Net cash provided by (used in) operating activities 149,785 67,235 1,349,415

Cash flows from investing activities

Payments into time deposits (172) (9,606) (1,547)

Proceeds from withdrawal of time deposits 210 23,268 1,890

Purchase of property, plant and equipment (41,269) (38,872) (371,792)

Proceeds from sales of property, plant and equipment 392 1,067 3,528

Purchase of investment securities (703) (1,646) (6,337)

Proceeds from sales of investment securities 3,975 15,086 35,811

Purchase of investments in subsidiaries resulting in change in scope of consolidation — (14,827) —

Net decrease (increase) in short-term loans receivable 197 (754) 1,776

Payments of long-term loans receivable (2,950) (1,045) (26,575)

Collection of long-term loans receivable 672 609 6,058

Other, net (9,690) (3,145) (87,300)

        Net cash provided by (used in) investing activities (49,338) (29,866) (444,487)

Cash flows from financing activities

Net increase (decrease) in short-term debt (9,507) 19,921 (85,647)

Proceeds from long-term loans payable 33,206 22,328 299,149

Repayments of long-term loans payable (81,559) (44,813) (734,768)

Redemption of bonds — (10,000) —

Purchase of treasury stock (10,016) (12) (90,238)

Proceeds from sales of treasury stock 26,104 0 235,172

Cash dividends paid (10,084) (4,277) (90,847)

Cash dividends paid to non-controlling shareholders (2,365) (1,648) (21,302)

Other, net (6,840) 130 (61,622)

        Net cash provided by (used in) financing activities (61,061) (18,370) (550,104)

Effect of exchange rate changes on cash and cash equivalents (3,231) 953 (29,108)

Net increase (decrease) in cash and cash equivalents 36,154 19,952 325,716

Cash and cash equivalents at beginning of the year 76,833 56,186 692,193

Increase in cash and cash equivalents resulting from newly consolidated subsidiaries
Decrease in cash and cash equivalents resulting from change in scope of consolidation

— 696 —

(153) — (1,377)

Cash and cash equivalents at end of the year ¥112,835 ¥76,833 $1,016,532

See notes to financial statements. SHOWA DENKO REPORT 2O19 89
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SDK consolidated every ten shares of its common stock into one share on July 1, 2016.

Note: Each rate of shareholding was calculated after deducting the number of 
treasury shares (6,897 thousand) from the number of shares outstanding.

Authorized number of shares 330,000,000

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) 9,866 6.75

Japan Trustee Services Bank, Ltd.(T) 7,260 4.97

Fukoku Mutual Life Insurance Company 4,517 3.09

The Dai-ichi Life Insurance 
Company,Limited

3,600 2.46

Japan Trustee Services Bank, Ltd.(T9) 3,215 2.20

Meiji Yasuda Life Insurance Company 2,645 1.81

Japan Trustee Services Bank, Ltd.(T5) 2,554 1.75

GOLDMAN SACHS INTERNATIONAL 2,432 1.66

INDUS JAPAN LONG ONLY MASTER 
FUND, LTD

2,397 1.64

Japan Trustee Services Bank, Ltd.(T7) 2,172 1.49

Number of Shares Outstanding 149,711,292

Number of Shareholders 75,333

Stocks information

■■Shareholders (Top 10)

Total number of
shares held

149,711

Treasury shares

3,549
2.37％

Financial 
firms

57,442
38.37％

Foreign corporate entities, etc.

45,890
30.65％

Individuals

29,717
19.85％

Japanese 
corporate 
entities

7,013
4.68％

Securities firms

6,101
4.07％

■■Shareholders (unit: 1,000 shares)

Stocks information  
(As of June 30, 2019)
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