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Forward-Looking Statement

This presentation material contains various outlook and perspective information derived
from our own presumptions and judgments based on currently available information

on conditions and prospects of each market and economic circumstances such as
currency exchange rate fluctuations. All figures and statements with respect to the future
performances, projections, and business plans of Sumitomo Electric and its affiliated
companies are constituted by the aforementioned outlook and perspective information.
Factors that could cause actual results to differ materially include, but not limited to:

1. Market and economic conditions in the U.S., Europe, Japan and other Asian countries,
especially increases and decreases in personal consumption and capital expenditures.

2. Fluctuations of currency exchange rates, especially between the Japanese yen and the
U.S. dollar, the euro and Asian currencies.

3. The ability of Sumitomo Electric and its affiliated companies to cope with rapid
technological development.

4. Changes in financial, management, environmental and other presumptions.

5. Current and future laws and regulations in foreign countries involving trade and other
activities.

6. Changes in the market value of securities owned by Sumitomo Electric and its affiliated
companies.

There are possibilities that actual sales and profits may be different materially from those
described in this material. Sumitomo Electric and its affiliated companies are not obliged
to update or make public any future performances, projections or business plans after
releasing this material.
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Profile

Company Profile

The history of Sumitomo Electric Industries, Ltd. started in 1897 when the House of
Sumitomo established the Sumitomo Copper Rolling Works to manufacture and market
bare copper wire. The Company then developed power transmission cables and commu-
nication cables to support Japan’s rapidly growing power needs and telecommunications
infrastructure development.

For more than 110 years, Sumitomo Electric has continued to persist the challenge of
developing proprietary technologies and new businesses based on its manufacturing
technologies for electric wire and cable. Currently, the Company is engaged in diversified
business activities supporting our daily life and industry in five segments: “Automotive,”
“Information & Communications,” “Electronics,” “Electric Wire & Cable, Energy,” and
“Industrial Materials.”

Business Philosophy

The Spirit Fostered
in Sumitomo’s 400-Year Tradition

After centuries,
our high-minded spirit glows ever more brightly.

The Sumitomo Electric Group is committed to maintaining public trust by conducting business activities with integrity, in accordance with the
Sumitomo Spirit and the Sumitomo Electric Group Corporate Principles. As the Company expands its business operation across the world,

linking closely with society, it always gives top priority to the cultivation of high corporate ethics to be a world-class company.

The Sumitomo Spirit grew out of the guiding principles set down by Sumitomo’s founding father Masatomo Sumitomo in his Monjuin
Shiigaki (the Aphorisms of Monjuin), and it has been passed down for over 400 years. The essence of the spirit was condensed in the
Business Principles. In Monjuin Shiigaki, he preached the importance of doing one’s sincere best in not only business but also every aspect of

their life. This is the spirit that we, the members of the entire Sumitomo Electric Group, have inherited and strive to embody.

.\.

The Sumitomo Spirit WA SR

The Sumitomo Spirit has been passed on from generatlon to generation and
is Sumitomo’s Business Principle.

& Sumlgomo shaII achieve prosperity based on solid fou

e
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In addition to the Business Principles, the Sumitomo Spirit also includes: Attaching x%’?
Importance to Technology; Respect for Human Resources; Long-Range Planning; and '?: ; oS
Mutual Prosperity, Respect for the Public Good. 1 4%
Sun;

To this day, these principles are strictly applied throughout the various Sumitomo Group
companies, including Sumitomo Electric.
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Message from the President

Masayoshi Matsumoto
President and CEO
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Business Conditions and Results
in the Year Ended March 31, 2013

Business Conditions

At the end of March 2013, the Japanese economy main-
tained moderate recovery momentum, supported by public
investment despite a decline in exports. The global economy
was depressed by fiscal concerns in the United States and
Southern Europe, while economic growth in emerging
markets slowed due to falling exports. Although there were
signs of a brighter outlook toward the end of the fiscal year,
with the depreciation of the yen and the rising stock market
in Japan as well as the strong recovery sentiment in the
United States, as a whole the year was an extremely difficult
one.

Likewise, the business environment surrounding the Group
was harsh despite a global increase in demand chiefly
for automotive components. This was mainly because of
reduced sales by Japanese companies in China, due to
political conflicts between the two countries. As a result,
it has led to a stagnation centered in the communication
infrastructure-related market in Japan, and a further intensi-
fication of international price competition.

Overseas Sales Ratio /
Operating Income by Region
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Review of Operations

Against this background, sales of the Group increased 4.9%
year-on-year to ¥2.16 trillion, on a recovery in demand
chiefly for automotive and electronics products.

However, operating income dropped 11.7% year-on-year
to ¥76.8 billion. A raft of negative factors outweighed
the increase in sales chiefly in the Automotive and Electric
Wire & Cable, Energy segments, and the Group’s thorough-
going cost-cutting drive, including increased depreciation
and amortization expenses, research and development and
other direct costs relating to prior investments for growth
and reconfiguration of our global production and marketing
networks. Other negatives were increased price competition,
the high yen, and the undermining of profitability of the
Information & Communications and Electronics segments,
amid a fall in sales of Japanese manufacturers of automotive
components due to political problems between Japan and
China.

Overseas Sales Ratio
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*Years ended March 31, 2010 to 2013
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Results of VISION 2012 / Targets of VISION 2017

Results of VISION 2012

The end of March 2013 was the final fiscal year of VISION
2012, our mid-term management plan launched in April
2008. Over these five years, we have made some progress
in developing global markets, but we fell far short of our
sales and operating income targets of ¥3 trillion and ¥210
billion, due to external factors such as the financial crisis
following the collapse of Lehman Brothers, the Great East
Japan Earthquake, Thai flooding, and other major natural
disasters. The sustained and unprecedented rise of the
yen, as well as internal factors such as falling profitability in
certain segments and an increase in the cost of prior capital
investment, as explained previously, in global plant and
research and development were also external factors. By
segment, earnings were steady at Automotive and Electric
Wire & Cable, Energy, with the latter posting record high
earnings. However, performance in the Industrial Materials &
Others segment fell short of our target in VISION 2012,
though a solid earnings comeback is now underway. At the
same time, Information & Communications and Electronics
both posted steep declines in operating income performance
— leading to target shortfalls in VISION 2012, which had
assumed growth in both segments.

Net Sales and Operating Income by Segment

1,500 | Net Sales
(Billions of yen)

Net Sales
vooo| 9568

Operating
Income

Automotive

Information & Communications
Electronics

Electric Wire & Cable, Energy

Industrial Materials & Others
Eliminations 0

500

Targets of VISION 2017

VISION 2017, our new mid-term management plan launched
in April 2013, aims to match last year’s record earnings
or reach even higher levels through the prior investments
made in capital assets and research and development in
the Automotive, Environment and Energy*, and Industrial
Materials segments. We regard the early return to profitabil-
ity of the Information & Communications and Electronics
segments as matters of urgency.

*In the year ended March 2014, Electric Wire & Cable, Energy will become Environment
and Energy.

VISION 2017 targets consolidated sales of ¥3 trillion, oper-
ating income of ¥180 billion and ROA of 9% at the end of
March 2018. For a more detailed discussion of these targets,
please see Pages 12 and 13 of this publication.

Operating Income | 100
(Billions of yen)

1,117.2 80
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40

133 20
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Measures for the Year Ending March 31, 2014

Future Economic Trends

Although the global economy remains in moderate recovery
mode, it is beset by risks. In Europe, anxiety continues to
smolder over sovereign debt issues in southern Europe, and
there are also fears of a slowdown in personal spending in
the United States due to a rise in taxes. In China, likewise,
issues such as inflationary pressure and serious environmen-
tal problems are expected to buffet the economy. In Japan,
there are fears of a cooling of personal spending amid a
decline in domestic production due to rising electricity costs
and the slow pace of improvement in real incomes following
introduction of inflation targets.

Forecast

Based on these trends, we forecast an 11.1% increase in
sales to ¥2.4 trillion, due to increased demand for wiring
harnesses and flexible printed circuits, including the payback
from acquisition of two European companies by Tokai
Rubber Industries, Ltd., a Group subsidiary. We see operating
income increasing 30.2% to ¥100 billion despite increased

Looking Ahead

As mentioned earlier, the world economy is beset by
risk. Through renewed commitment to SEQCDD (Safety,
Environment, Quality, Cost, Delivery and Research &
Development), the Group will continue with thoroughgoing
cost-cutting efforts, including operational streamlining and
productivity improvements, while proceeding with priority
investments in global marketing operations covering the
newly emerging markets and in new growth fields such as
environment and energy. Looking ahead, we will accelerate
initiatives for sustainable growth through further reinforce-
ment of our corporate structure, globalization and early
commercialization of the fruits of research and development
to meet the targets of VISION 2017, which began in the
current fiscal year.

Please see Review of Operations on Page 16 for an overview
of measures in each segment.

| would like to take this opportunity to ask all our share-
holders and investors for their continued support for our

depreciation and amortization expenses, due to the rising endeavors.

demand spurred by the weaker yen. At the end of March

2014, we forecast a dividend of ¥21.00 per share for the

year, an increase of ¥1.00 (@announced May 10, 2013). President
2014* Forecast

Preconditions for Forecast Forex: ¥90/$ ¥120/€
Copper: ¥0.7 million/t  LME US$8,000/t
Billions of yen 2013* Actual 1H Forecast ® 2H Forecast @ Year Total ©+@ % Growth

Net Sales 2,159.9 1,100.0 1,300.0 2,400.0 +11%
Operating Income 76.8 30.0 70.0 100.0 +30%
Equity in Net Income 22.1 10.0 14.0 24.0
Ordinary Income 94.1 40.0 80.0 120.0 +28%
Net Extraordinary Income (Loss) 16.7 (4.0) (4.0) (8.0)
In;omg before Income Taxes and 841 36.0 6.0 1120 +33%
Minority Interests
Income Taxes, Minority Interests (46.1) (16.0) (36.0) (52.0)
Net Income 38.0 20.0 40.0 60.0 +58%

*For the years ending March
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New Mid-term Management Plan “VISION 2017"

In VISION 2017, our group will leverage our outstanding technology and focus on six fields of business
which are essential for society—the three fields of “Mobility,” “Energy,” and “Communications” (ICT)
as the current business fields, “Environment & Infrastructure” as the integrated business field that
embodies the first three, and “Life-Science” and “Materials & Resources” as the new business fields.
Under VISION 2017, we aim to continuously innovate and provide global services in these fields,
creating new value from raw materials to systems and solutions.

Overall Strategy

We aim to take a further step toward becoming a Glorious Excellent Company by:

4 Making the Sumitomo Spirit and the Sumitomo Electric Group Corporate Principles the basis of our business
activities and holding fast to the three bases of our group’s business: human resources, manufacturing, and
finances;

5 Raising the banner of “innovation” as our keyword, we will continue to overhaul and expand current
business fields while expanding into integrated business fields and addressing the challenge of developing
new business fields;

3 Making high-priority efforts to strengthen “strategic marketing,” increasing our “global presence” and
enhancing our “leading technologies,”

4 Attaining our numerical targets of ¥3 trillion in sales, ¥180 billion in operating income and 9% ROA.

VISION 2017 Glorious
Sales Operating Income ROA EXCGI Ie nt

vSion ¥180ition 9o Com pany

(consolidated)

then ‘ Environment @

v, Streng
(S,‘;:.',?‘g'ﬁ Ma&keting” &
lew Markets)
Mobilit Infrastructure Communica-
obility tions (ICT)

Increase Our -
«Global Preseles.  qunel) Wide Range of

al
(Promoting Diver Materials and Products

»
< N o™
O ot
c2 xS :‘d\“\‘

Materials

Human Resources Manufacturing Financial
Base Base Base

Sumitomo Spirit, Sumitomo Electric Group Corporate Principles
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Target

2018* Targets Other Indicators

* *
2O ieemlis 2016* Targets (VISION 2017) ¢ We plan to increase the proportions of
1 0,
Netsales  ¥2,159.9 billion ¥2,600.0 billion ¥3 trilion  Overseas sales and production to 60%
Operating ¥76.8 bilion  ¥130.0 billion ~ ¥180.0 billion We aim to target a new product sales
LICOme o o o ratio of 30%.
*Our goal for integrated and new business fields is total

ROA 4.8% 7% 99, combined sales of the order of ¥150 billion.

*End of March 31

Growth Strategy in Three Domains

We plan to integrate these business fields across group and departmental boundaries, and

Expansion into use our all-round strengths to develop our “Environment & Infrastructure” business.

Integrated Business Fields

By overhauling and developing five established business segments — automotive,

New Growth in environment and energy, information & communications, electronics, and industrial
Current Business Fields materials — we aim to create new value in the business fields of “Mobility,” “Energy,” and
“Communications (ICT),” as well as in the materials and product groups that support them.

We are also addressing the challenge of opening up two new business fields, “Life-
Sciences” and “Materials & Resources,” by making full use of the Group’s wide-ranging
technological capabilities.

Challenging
New Business Fields

Priority Initiatives

'l Strengthen “Strategic Marketing” (Creating New Markets)

In addition to strengthening our services for both established and new markets and customers, we are focusing on
strengthening our solutions proposal capability, and continuously creating and fostering new markets.

Increase Our “Global Presence” (Promoting Diversity of Personnel)
We are strengthening our global organizational systems and promoting diversity.

£l Enhance Our “Leading Technology” (Accelerating Commercialization)

In addition to accelerating the commercialization of research and development projects, we are building the core
businesses of the future.

Three Bases

* Based on the Global Human Resources Management (HRM) Policy, we are committed to
higher standards of recruitment, evaluation and incentivization, deployment and promotion,
as well as human resources development.

* Promoting diversity.

Human Resources Base

e Greater competitiveness.
We are raising standards in quality, cost and delivery, accelerating mass production and
commercialization, and strengthening technological development.

e Strengthening basic manufacturing infrastructure and systems.
We are creating a production system that is safe, clean, stable and reliable.

e Training human resources with practical skills.

e Creating a sound and resilient financial position (shareholders’ equity to total assets ratio of
50%, and a dividend payout ratio of 30%).

Manufacturing Base

Annual Report 2013 SUMITOMO ELECTRIC
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At a Glance

Performance of Five Major Segments

Net Sales Breakdown Market Environment

g According to the Organisation Internationale des Constructeurs
AUtomOtlve d'Automobiles (OICA), global automobile production increased
by about 5% year-on-year in 2012 to over 84 million units.
According to Japan Automobile Manufacturers Association, Inc.
(JAMA) automobile production in Japan increased by 3% year-
on-year to 9.55 million units at the end of March 2013. This was
the first year of growth in two years, due partly to government
stimulus policies such as subsidies for eco-cars.

...............................................................................................................................................................................................

| nfo rm ation & Global telecommunications traffic continues to expand
Communications based on the growth in Internet users, the spread
of smartphones and tablet PCs, and the increase
. 7 o in volume of video content. Moves to strengthen
/o telecommunications infrastructure were accompanied
I by active development of new telecommunications
. standards.

...............................................................................................................................................................................................

Electronics Worldwide mobile phone sales in 2012 were down
slightly year-on-year in volume terms, but smartphone
sales grew strongly.

#
¥217.6
Billion

#

...............................................................................................................................................................................................

Electric Wire &
Cable, Energy

Public needs are growing worldwide for use of
renewable energy sources such as solar and wind
power, and improved energy saving and energy

¥511.2 BRI

Billion

...............................................................................................................................................................................................

Industrial Materials & Given the global expansion of car production, demand
Others for automotive components and tools for component
processing was buoyant.

...............................................................................................................................................................................................
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Sumitomo Electric Industries, Ltd. (TSE: 5802) and its subsidiaries and affiliates globally undertake product development,
manufacturing and marketing, as well as service provision in the five business segments: “Automotive,” “Information &
Communications,” “Electronics,” “Electric Wire & Cable, Energy,” and “Industrial Materials & Others.”

The Group strives to develop original new business and products through research and development. We are also committed
to identifying and developing research themes that will carry our Group to the next stage. With over 200,000 employees in
approximately 30 countries around the world, we will continue to develop as a global company.

Performance Operating Income and
(Billions of yen) (%)
; . N 80 15
Although sales were lower due to sluggishness in the European market and political
problems between Japan and China, sales in this segment grew 8.0% or ¥79.5 billion, 60
to ¥1,071.2 billion year-on-year, mainly due to a recovery in production by Japanese
automakers following the Great East Japan Earthquake and Thailand flooding disasters and &
recovery in the US market. However, operating income fell ¥1.2 billion to ¥53.1 billion, due o
to an increase in depreciation and amortization costs arising from construction of a new
global production system and a concentration of resources on new product development
2009 2010 2011 2012 2013
SEEsE: [ Operating Income O~ Operating Income Ratio
(Billions of yen) (%)
. . . . . 10 10
In the optical fiber and cable business, demand for opto-electronic devices and network
equipment declined significantly during the year, despite an increase in our share of the 5 5
Japanese market and increased revenues on China and other emerging market demand.
Sales in this segment slipped 4.2% or ¥6.9 billion to ¥155.1 billion. The operating loss 0 0
worsened to ¥10.3 billion from ¥5.9 billion, due to falling demand combined with a steep
. 2 oo . Q . . . 5 =5
drop in profitability in the opto-electronic device business.
-10
2009 2010 2011 2012 2013
[ Operating Income  -O- Operating Income Ratio
(Billions of yen) (%)
. . - - . 20 5
Sales in this segment came to ¥217.6 billion, up 17.1% or ¥31.8 billion from the previous
term, as a result of the increased demand for FPC, which are used in smartphones and 15 4
tablet PCs. However, operating income was a mere ¥5 million, a decline of ¥3,284 million 3
from ¥3,289 million in the previous year, due to product portfolio changes and intensifying [ ,
price competition.
> 1
]
0 2009 2010 2011 2012 2013 0.00
[ Operating Income O~ Operating Income Ratio
(Billions of yen) (%)
20 19 5

Sales in this segment came to ¥511.2 billion, an increase of 0.5% or ¥2.6 billion. A decline
in demand for wire coils and the impact of falling copper prices were outweighed by
increased demand for electrical installation works by Sumitomo Densetsu Co., Ltd., mainly 2
in Southeast Asia and an increase in demand for porous metal CELMET™ for hybrid electric

vehicle batteries. Operating income increased by ¥2.2 billion to ¥19.1 billion, due to a
strong performance by the low-pressure cable business and increased earnings at Sumitomo 4
Densetsu.
2009 2010 2011 2012 2013
[ Operating Income O~ Operating Income Ratio
(Billions of yen) (%)
i X . X - 25 10
Sales in this segment came to ¥272.5 billion, a decline of 1.9% or ¥5.4 billion over the
previous year. Despite an increase in demand for sintered components and cemented & g
carbide tools for automotive component processing, aligned with the increase in global 15 6
automotive production, demand has slipped back for special steel saw wires and for 0 )

electronic parts and heat sinks made by subsidiary A.L.M.T. Corporation. Operating income
likewise declined ¥3.4 billion to ¥15.1 billion, partly due to falling demand and an increase 5
in expenses connected with expansion of overseas manufacturing and marketing bases.

2009 2010 2011 2012 2013
[N Operating Income  -O- Operating Income Ratio

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssssscsssscssssscsssssss
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Review of Operations

Automotive

Aluminum wiring harnesses

Automotive weight reduction has become a major issue in recent
years, as demand grows for greater fuel efficiency and lower carbon
dioxide emissions amid deepening environmental concerns. This has
led to demands for smaller and lighter wiring harnesses. The Sumitomo
Electric Group is developing new electric wires and technologies for
better connectivity and corrosion resistance. Moreover, one result is the
successful launch of mass production of aluminum wiring harnesses.

Household charging connectors for electric

vehicles

We expect environment-friendly electric vehicles and plug-
in hybrid vehicles to spread in the future. Sumitomo Electric
has developed charging plugs and automotive connectors
that can distribute electricity to the car chassis from the
charger of such eco-cars.

Segment Overview

With the aim of creating an automotive society characterized by safety, comfort, and
environmentally friendly, we supply the global market with a broad range of products
including wiring harnesses for in-vehicle data and energy transmission and automotive
anti-vibration rubber.

Performance in 2013*

* Sales in this segment increased by ¥79.4 billion to ¥1,071.1 billion on expanded Anti-vibration rubber

demand for wiring harnesses in Japan, North America, and Southeast Asia. Operating Anti-vibration rubber which absorb and suppress vibration
from the engine and the road surface are important

income fell ¥1.2 billion year-on-year to ¥53.1 billion, due to fallout from political functional components for ensuring a safe, comfortable
stress with China and increased costs of depreciation and amortization and research drive. In recent years, we have been increasing our ranges of

) ) . . these highly functional products combined with electronic
and development in connection with earlier investments. control systems.
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*At the end of March 31

Net Sales
(Billions of yen)
1,200
1,000
rs
°In 2013*, we increased our share of the global market for wiring harnesses by 26%, . .
after meeting our medium-term management plan target of 25% in 2011* (market 600 esses
shares are Company estimates). 400
* In light of the expected increase in demand for aluminum automotive wire in 200
Southeast Asia and China, driven by growing demand for aluminum wiring harness, o
. . . . . 2009 2010 2011 2012 2013
we have decided to establish the Group’s first overseas production base for this
product in Thailand. The facility for automotive aluminum wire is being built at SEl
R&D Expenses

Thai Electric (;gnductor Co., Ltd., and will bggm mass production in September 2014. and as a Percentage of Net Sales
By further refining our advanced technologies developed over many years in Japan, (lions of yen) %)

we aim to aggressively capture demand in the growing markets of Asia.
50

40

Initiatives in 2014* 2

4.0
* We plan to strengthen marketing capabilities by expanding business with emerging

market and non-Japanese affiliated automakers.
* We aim to become the world’s No.1 in this industry by aggressively developing new ° 2000 2000 2011 2012 2013
i i ; : . [ R&D Expenses = R&D Expenses / Net Sales
products, such as high-voltage harnesses for environment-friendly vehicles, aluminum
wiring harnesses that reduce vehicle weight, and reactors that enhance HEV and EV
performance by contributing to the improvement of the automotive converter.
* At the same time, we plan to continue expanding production bases in Mexico, (illons of yen
Morocco, Southeast Asia and other areas, and further strengthening our cost
competitiveness by setting up a global production system for optimized mass o

production. 50
* Our subsidiary Tokai Rubber Industries, Ltd. is expanding marketing globally, by 40
leveraging synergy effects through acquisition of Italian hose manufacturer Dytech- 30
Dynamic Fluid Technologies S.p.A (takeover procedures were completed in February B I

2013) and German anti-vibration rubber manufacturer Anvis Group GmbH (takeover
procedures were completed in May 2013). This will help us to further develop and 2009 2010 2011 2012 2013
market products for more compact, lightweight applications, and further cut cost of

sales.

3.0

Capital Expenditure

o

o

Strategic Topics

In a joint venture with REMA Lipprandt GmbH & Co. KG (REMA), a German manufacturer of charging connectors, Sumitomo Electric and Sumitomo Wiring
Systems established SUMI REMA EV Solutions GmbH in November 2012. The joint venture will handle development and design of charging connectors for

electric vehicles.

Automakers in Europe and the United States are pioneering the development of charging connectors using the Combined Charging System (Combo)
for rapid charging of electric vehicles. We have established our own development company under the joint venture, having acquired basic technological know-
how regarding charging connectors from REMA (who is on the charging connector standards committee and other industry organization). This will enable us to
prepare a development system at an early date for Combo standard charging connectors, enabling us to make better proposals to customers and increase sales.

Annual Report 2013 SUMITOMO ELECTRIC



Review of Operations

Information &
Communications

Multicore optical fiber cable

Optical fiber comprises of fine glass fibers as thin as a human hair. It is a highly
effective transmission medium, enabling an optical signal within an optical fiber
to be relayed several dozen kilometers. Unaffected by electromagnetic induction
noise, these fibers ensure highly stable communication at high speeds and over
long transmission distances.

Segment Overview

This segment provides key products and devices that support optical communica-
tions, such as optical fibers and cables, connectors, fusion splicers, optical devices,
GE-PON (Gigabit Ethernet Passive Optical Network) devices, and other access
network equipment, as well as electronic devices and antenna products for wireless
communications. The segment also provides various products for supporting the
Information and Communication Technology (ICT) society such as traffic control
systems and other Intelligent Transportation System (ITS) devices.

Performance in 2013*

 Overall sales in this segment fell 4.2% year-on-year to ¥155.1 billion due to
sharp declines in demand for opto-electronic devices and network equipment
despite higher revenues from optical fibers and cables on recovery demand in
Japan and new demand in emerging markets. The operating loss worsened by

Optical fiber fusion splicer
Using electrical discharge, optical fiber fusion splicers

¥4 4 billion to ¥10.3 billion, due to the poor profitability of the opto-electronic connect glass optical fibers together. Sumitomo

device busi in addition to the d dsl Electric Group’s Handy Splicer TYPE-201 series
vice business In addition 1o the demand siump. is the world’s smallest and lightest optical fiber

* Restructuring has been launched in the opto-electronic devices business, with fusion splicers (as of February 22, 2013; according
L . . - . . to in-house research), offering excellent high-

the principal policies to restore profitability being an accelerated shift to overseas speed connectivity and environmental resistance

production, consolidation and closure of some production bases in Japan, and characteristics, and contributing to greater efficiency
. ) ) . in optical fiber connection works. Shipments of

withdrawal from unprofitable businesses accompanied by a renewed focus Handy Splicer TYPE-201 began in April 2013.
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*At the end of March 31
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Optical data links are one of the most basic components used in optical ssories
communications. They enable large-capacity data transmission by 0
converting electrical signals into optical signals. They are used widely in 2009 2010 2011 2012 2013
data center and other broadband networks.
R&D Expenses
and as a Percentage of Net Sales
. o (Billions of yen) (%)
on development themes. At the same time, we have been shifting personnel to 20 9.9 100

other units within the Group to increase efficiency. As part of these initiatives,

we integrated and transferred optical device development and manufacturing
operations carried out at the Osaka plant of our subsidiary Sumitomo Electric Device
Innovations, Inc. (SEDI) to Sumitomo Electric Photo-Electronics Components (Suzhou),
Ltd., and folded production of the mother factory into SEDI's Yamanashi plant. At
the end of June 2013, we closed the SEDI Osaka plant.

0 2009 2010 2011 2012 2013 0
Initiatives in 2014* [ R&D Expenses —#— R&D Expenses / Net Sales
* In optical fibers and cables, Sumitomo Electric aims to establish global production Capital Expenditure
and marketing systems geared to capture growing demand primarily in emerging lions of yen)
markets such as China, where the demand for optical fiber is the greatest. At the 25

same time, we are aggressively expanding the marketing of new products such as
low-loss optical fiber cable for submarine optical cable systems and new, compact

optical fiber fusion splicers. 1
¢ In opto-electronic devices, we continue to pare costs through restructuring. In 0
measures to further increase profitability, by drawing on the strengths of the
Group, we are focusing resources on new product development in areas such as ’ I
0

40/100Gbps and other high-speed optical devices, as well as electronic devices for
next-generation mobile phone base stations.

¢ In network equipment, we will work to capture demand related to CATV systems
overseas.

20

2009 2010 2011 2012 2013

Strategic Topics

Based on our proprietary low-loss technologies for optical fiber, Sumitomo Electric has set a new world record for transmission loss of 0.149dB/km (at
wavelength of 1550nm). This technology has enabled us to launch shipments of (1) Z-PLUS Fiber™ ULL, for which typical transmission loss has improved
from 0.16dB/km to 0.154dB/km (over mass produced fiber), and (2) Z-PLUS Fiber™ 130 ULL with an expanded effective core area. These two technologies
are the ideal optical fiber options for rapidly spreading technologies for high-speed, large-capacity digital coherent communication. They are particularly
suited for submarine optical cable systems, not only compatible with growing transmission capacity and lengthening transmission distances, but also
expected to contribute to lower overall system costs through a reduction in the number of optical amplification repeaters.
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Flexible Printed Circuits (FPCs)
FPCs consist of a copper circuitry overlaid on an ultra-thin insulation film.

They greatly contribute to the downsizing, weight saving, and cost reduction
of electronic devices, and are used in computer hard disc drives, camera-
integrated video recorders, mobile phones, etc.

Segment Overview

The Sumitomo Electric Group’s electronics segment supplies manufacturers of
smartphones, flat-screen televisions, and other highly advanced electronics equipment.
Products include base material, wiring, and components for compact and lightweight
devices with high functionality and performance, such as flexible printed circuits
(FPCs), electronic wires, heat-shrinkable tubing, fine polymer products, and compound
semiconductors.

Performance in 2013*

e Sales in this segment rose 17.1% year on year, due to increased demand for FPCs
for smartphones. Operating income fell ¥3.3 billion to ¥5 million due to falling
prices and increased costs in line with product portfolio changes and production
consolidation.

e In FPCs, we increased our production capacity primarily in the Asian region to meet
growing global demand particularly from China and Southeast Asia. In October
2012, we acquired all the shares from Sumitomo Bakelite Co., Ltd. of its Vietnam FPC
production subsidiary and relaunched it as SEI Electronic Components (Vietnam), Ltd.

¢ In electronic wires, we developed high-speed Thunderbolt cables and established the

mass production system. Tab-Lead

* In compound semiconductors, in January 2013, Sumitomo Electric concluded a Tab-Lead is used to draw electricity from lithium-
) ) i ) . ion batteries or electric double layer capacitors
licensing agreement for the use of Smart Cut, Soitec’s proprietary engineered wafer covered with aluminum laminated film. This wire is
technology. We aim to use this technology to manufacture and market thin-film remarkably resistant to battery electrolyte. Also, its

] 27 ) } o o insulating layer prevents heat deformation. These
gallium nitride (GaN) substrates for high-density LED lighting applications. characteristics provide excellent sealing reliability.
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POREFLON™ water treatment
module

We have commercialized a membrane
module based on its proprietary
technologies using a porous separation
membrane made of highly chemical-
resistant, heat-resistant, and durable
polytetrafluoroethylene (PTFE). It is
suitable for a wide range of applications,
including wastewater treatment,
purification and decontamination, gas
dissolution and degassing.

Thin Thunderbolt Cable

In May 2013, we became the first in

the world to obtain certification for thin
Thunderbolt cable from Intel Corporation,
and launched the mass production. The
cable has an outer diameter about 25%
smaller than conventional products, and
is about 42% smaller in cross-sectional
area. The miniaturization enables greater
flexibility and convenience, and satisfies
current 10Gbps high-speed transmission
requirements.

Initiatives in 2014*

Conventional

4.2mm

Thin 3.2mm

*At the end of March 31
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e In FPCs, the focus is on meeting increased demand from smartphone and tablet PC Capital Expenditure

manufacturers and strengthening our global marketing and production capabilities, (Billons of yen)
while further reducing the overall cost of sales by optimizing production. ®
e In electronic wire products, we are expanding sales of electronic wires for automotive 20

applications and Tab-Lead for lithium-ion (polymer) batteries, including thin
Thunderbolt cable and other products.

¢ In addition, we are expanding development and marketing of exciting new products 10
such as large low-cost GaN substrates for compound semiconductors and chemical-
resistant, highly-resilient superfine filtration membrane modules for pharmaceutical

and water treatment systems. 0

2009 2010 2011 2012

Strategic Topics

Sumitomo Electric has developed an FPC conductive paste connection based on our original metal nano-particle
technology for inter-layer applications in FPCs. In April 2013, we began shipments of double-sided FPCs after the
launch of full-scale operation of its mass-production line at the Minakuchi Works of Sumitomo Electric Printed

Circuits, Inc.

FPCs with conductive paste connections are 30% thinner than conventional FPCs with electroplating
connections, and they are significantly more flexible. They can increase wiring density by high-precision circuit
pattern formation. The newly developed FPC is expected to improve the wiring design flexibility of mobile
terminals and other electronic devices and to save space. Looking ahead, this innovation will bring about further
evolution of these devices by enhancing their designability, operability, and performance in the future.
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CHAdeMO-Compliant Quick Charger Connector for EV
Applications
This product is the quick EV charger connector compliant with the CHAdeMO

specifications. Comprising of a lightweight aluminum alloy body and easy-to-bend
tough rubber sheathed cable, this connector provides excellent operability.

Segment Overview

This segment provides electric wire and cable products that underpin stable energy
supply. They include copper wire rods from which various types of electric wires and
cables are made, high-voltage power cables indispensable for the supply of electric
power in large quantities, and trolley wires for railways. The segment also supplies
magnet wires used in household appliances, automotive electric components, and
industrial motors, including hybrid products using rubber, plastic, and ceramics
resulting from our development of coating technologies used for electric wires, to
many different branches of industry.

Performance in 2013*

e Sales in this segment came to ¥511.1 billion, an increase of 0.5%. A decline in
demand for magnet wires and the impact of falling copper prices were outweighed
by increased demand for overseas electrical works by Sumitomo Densetsu Co., Ltd.,
and an increase in demand for porous metal CELMET™ for hybrid vehicle batteries.

Operating income likewise grew 12.8% to ¥19.1 billion due to a robust performance Wire Rods

by the low-voltage cable business and increased earnings at Sumitomo Densetsu. We have been manufacturing the wire rods since
e At our Yokohama Works, we began a trial operation for demonstration purposes our foundation in 1897. Our wire rods are used

) ) o for the production of a wide variety of electric

in July 2012 for our megawatt-class power generation/storage system comprising wires and cables.

of one of the world’s largest redox flow batteries and one of Japan’s largest
concentrator photovoltaic units. In superconducting products, we launched Japan’s
first trial operation of in-grid superconducting cable in October 2012 at Tokyo
Electric Power Co., Ltd.’s substation in Asahi Substation in Yokohama. (Please refer to
Strategic Topics for more details.) In January 2013, at our Osaka Works, we launched
a long-term demonstration test for the high-temperature superconducting cable.
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