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“Project 2020+,” our medium-term business plan, reached its final
year in 2018. During the plan’s three years (2016 to 2018), we
steadily strengthened our earning power by improving the
profitability of our “Base-shaping” business, expanding our
“Advantage-establishing” and “Growth-accelerating” businesses,
and pushing through structural reform in our “Rebuilding”
businesses, in order to create the sound present capable of
generating sufficient profits and shareholder returns for our
investors and other stakeholders.
In 2018, the Group’s operating income and net income both set
record highs for the second fiscal year in a row. This performance
was attributable to integration with SGL GE Holding GmbH in the
graphite electrodes business in Inorganics segment, a rise in market
prices of graphite electrodes caused by tightening supply and
demand situation, and an increase in earning power in our
Petrochemicals and Chemicals segments. Cumulative operating
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income for the three years covered by the Project 2020+ was ¥299.8
billion. As a result, we saw a considerable increase in income
compared with the previous three years, and we substantially
exceeded the target we set in the Project 2020+.
Our D/E ratio, an indicator of financial strength, improved from
1.2 times at the end of 2015 to 0.6 times at the end of 2018. We
increased our dividend, an indicator of shareholder returns, from
¥30 per share in 2015 to ¥120 per share in 2018. We also
repurchased the Company’s own shares equivalent of ¥10 billion in
December 2018.
In addition, high-purity gases for electronics and electronic
devices, SiC epitaxial wafers for power devices, and titanium oxides
for multilayer ceramic capacitors (MLCCs), grew sharply,
contributing to improved business performance. We will tie this
momentum into The TOP 2021, our next three-year medium-term
business plan (2019–2021) to forge a promising future.
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2018 Performance
The Showa Denko Group recorded consolidated net sales of ¥992,136
million in 2018, up ¥211,749 million or 27.1% over the previous year.
Although sales declined in the Electronics segment due to a decrease
in shipments of HD media for PCs, sales rose substantially in the
Inorganics segment as a result of integration in our graphite
electrodes business conducted in the second half of 2017 and a rise in
international market prices of graphite electrodes. In the
Petrochemicals segment, although we cut back on production due to
large periodic shutdown maintenance of ethylene production
equipment, sales went up as a result of a rise in market prices of
products due to an increase in the price of naphtha as raw material.
The Group’s operating income increased significantly, by
¥102,295 million (up 131.6% year on year) to ¥180,003 million. While
income declined in the Electronics segment in addition to the
Petrochemicals segment, which was affected by large periodic
shutdown maintenance, income rose significantly in the Inorganics
segment as a result of the integration in our graphite electrodes
business and an increase in market conditions.
The Group recorded net income attributable to owners of the
parent of ¥111,503 million in 2018, up ¥74,099 million or 198.1%
from the previous year despite an increase in extraordinary loss due
mainly to the posting of impairment loss in the domestic aluminum
cans business and other businesses compared with the previous
year and an increase in corporate taxes.

Medium-Term Business Plan The TOP 2021
In January 2019, we started The TOP 2021, our new medium-term
business plan* for 2019–2021.
*For details, see: http://www.sdk.co.jp/english/ir/library/irpresentation.html#midterm

Under The TOP 2021, we will establish a platform for growth, while
showing a promising future for the Showa Denko Group, and will
pursue progress and development toward becoming a Koseiha
Company (an individualized company), which is our vision toward
the year 2025.
The Showa Denko Group’s mission is that “We will satisfy all
stakeholders.” We will therefore focus on management that
continually enhances value for all stakeholders—that is, shareholders,
customers, society, employees, and business connections.

Toward that end, the Showa Denko Group will aim to be a Koseiha
Company. A Koseiha Company is an aggregate of Koseiha Businesses, or
businesses that we have established in the industry’s No. 1 position by
earning operating income of around several billion yen, while posting
an operating margin in the double digits, in markets with a scale of
tens of billions of yen to hundreds of billions of yen, the appropriate
market scale for our businesses. Our medium- to long-term management
objective is to make at least half of our existing businesses into
Koseiha Businesses in 2025 by laying a path for other businesses to
reach Koseiha Business status following our HD media, high-purity
gases for electronics, and graphite electrodes businesses.
Under the new medium-term business plan, the Group intends
to achieve, cumulatively for the three years covered by the plan, net
sales of ¥3.4 trillion, operating income of ¥480 billion, and net income
of ¥330 billion, greatly expanding each compared with the previous
medium-term business plan. Paying close attention to asset efficiency
in terms of ROA and ROE, we will make effective and aggressive
investments to achieve both high growth and high returns.

Contribution to SDGs
As a business operator, we have set out as our Group’s goal to develop,
manufacture, and sell products and services that contribute to the
SDGs. As a business group, we create stable returns over the long
term by promoting business that contributes to the creation of a
sustainable society, and we will continue to evolve.

Conclusion
The Showa Denko Group is committed to satisfying all stakeholders,
including shareholders, our customers’ industries, suppliers, and
employees. Toward that end, we will conduct business operations
with a medium- to long-term perspective and create excellent
Koseiha (individualized) products by deepening and fusing the
Group’s organic chemistry, aluminum, and inorganic chemistry
technologies. In this way, we aim to be a social contribution company
that helps to create a society where affluence and sustainability are
harmonized.
Going forward, the Showa Denko Group will change significantly
in pursuit of growth. With the keyword “Act!,” our new corporate
message symbolizing the path forward, our management team and
employees will make concerted efforts to carry out our medium-term
business plan. As we push ahead, we ask for your continuing support
of the Showa Denko Group.
Finally, we sincerely appreciate and look forward to the continued
understanding, support, and encouragement of all our shareholders.
March 28, 2019
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