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Sumitomo Electric wiring harnesses can be found in one out
of every four vehicles on the road worldwide.
In a rapidly changing automotive industry, we continue to
contribute to the next generation where people, vehicles and
society are connected to each other.
We are committed to supporting a comfortable motorized
society with a focus on the development of new materials and
new technologies for safety.
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CONNECT TO
A SAFER
MOTORIZED
SOCIETY.
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CONNECT TO
ENVIRONMENTFRIENDLY ENERGY.
Technologies developed by Sumitomo Electric are required for the construction of
global energy systems, including infrastructure development in emerging nations and
expansion of the use of renewable energy.
Nowadays, new movements such as interchange of electricity between nations are active.
We aim to increase our global presence in the market.
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Business Review

Sumitomo Electric is a pioneer in optical fiber and cable technologies.
It has attracted widespread attention around the globe as a company
that offers ultra-high fiber count and ultra-low loss technologies
indispensable for achieving excellent-quality large-capacity optical fibers.
Faster, clearer – we continue to gain high levels of trust through
the development of products that support 5G wireless connectivity.

Overview

CONNECT TO
INNOVATIVE
COMMUNICATION
TECHNOLOGIES.
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Key Issues Requiring Attention
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Finally, we believe that our management foundation lies in compliance with laws and regulations and the maintenance of corporate
ethics, and that these are the absolute basis for us to continue and develop as a corporate group. In particular, we regard compliance with
competition laws as our foremost task. We will continue to operate fairly and honestly based on the tenets of the Sumitomo Spirit:
Banji-nissei, Shinyo-kakujitsu and Fusu-furi**, ensuring that our corporate activities are trusted by society. In addition, we believe that the
Sumitomo Spirit and the Sumitomo Electric Group Corporate Principles share common core values with the Sustainable Development
Goals adopted at the UN summit in 2015. We will aim to provide various types of value in order to realize a “safe and secure society,” a
“green society” and a “comfortable and viable society” through our concerted efforts.
We would like to receive your further understanding and support toward the future.

Financial Information

The Japanese economy in the first half of FY2018 showed stable growth due to the support of domestic demand mainly from a favorable
employment environment and capital expenditure. However, the slowdown of the economy in China and Europe led to the weak development of exports and production in the second half of the fiscal year. Regarding the global economy, signs of refraining from consumption
and investment in China due to the trade conflict with the U.S. and uncertainty over the outlook of the Chinese economy affected the
economies of other countries, resulting in the eventual strengthening of the gradual slowdown trend.
Regarding the business environment of the Sumitomo Electric Group, the first half generally showed steady growth. However, the
decrease in production of automobiles in China and Europe became prominent in the second half of last year, and the situation gradually
deteriorated due to sluggish sales of smartphones in the global market and decline in demand in some of the cemented carbide tool
markets. In this environment, the consolidated financial settlement for FY2018 secured a revenue increase from the previous fiscal year,
as net sales amounted to 3,177,985 million yen (previous fiscal year: 3,082,247 million yen, + 3.1%). However, in terms of profits, although
we proceeded with global cost reductions, we were faced with price reductions in the automobile industry and cost increase factors such
as additional tariffs between the U.S. and China. In addition, we also increased our R&D budgets with an eye on the future. As a result,
operating income was 166,260 million yen (previous fiscal year: 173,139 million yen, -4.0%); ordinary income was 188,649 million yen
(previous fiscal year: 195,010 million yen, -3.3%); and profit attributable to owners of the parent was 118,063 million yen (previous fiscal
year: 120,328 million yen, -1.9%), each of which showed a decrease in profit.
As for the year-end dividend, in consideration of the business results for FY2018 and other matters, we have decided to distribute in the
amount of 24 yen per share, a decline by 1 yen from the previous fiscal year. As a result, the dividend for FY2018, including the interim
dividend (24 yen), is 48 yen per share, which is 2 yen more than that of the previous fiscal year.

Basis for Growth

FY2018 Business Results

Business Review

I would like to express my sincere appreciation to all of you for continually providing us with generous support. I am pleased to present
the outline of our corporate group’s FY2018 business results.

Overview

To Shareholders

The future global economy is unpredictable, mainly due to the effects of U.S. trade policy, the outlook of the Chinese economy, and
political and geopolitical risks in Europe and Asia. Therefore, there is concern that our operating environment will become even tougher,
depending on the tendencies of those factors. Regarding the Japanese economy, it is concerned that the sluggish export and production
will be prolonged along with the slowdown in the overseas economy. It is expected that the future outlook will remain unclear.
In these circumstances, we will continue to place our business foundation on the Sumitomo Spirit and the Sumitomo Electric Group
Corporate Principles, and strive for the further evolution and improvement of “SEQCDD” (safety, environment, quality, cost, delivery and
R&D). Also, aiming to become a “Glorious Excellent Company,” we will work hard toward achieving our mid-term management plan
VISION 2022, launched in FY2018 based on the concept of “Contributing to a better society by leveraging our expertise in connectivity
and transmission technologies through the concerted efforts of the entire group.” To this end, we will pursue the following strategies in
each of our business segments.
In the Automotive segment, we will strive to be a mega supplier, centering on wiring harnesses as the core of the segment. We will
accelerate the development and marketing of various types of products designed for electric vehicles, such as high-voltage wiring
harnesses and battery-related products, high-strength aluminum wiring harnesses that are light and excel in durability, and electronic
components and connectors for high-speed communication corresponding to electronic control of automobiles. In addition, we will strive
to further expand our market share for overseas customers. At the same time, we will expand our business with an eye on the widespread
use of electric vehicles, automated driving and connected cars. Sumitomo Riko Company Ltd. will market globally in the field of automotive anti-vibration rubbers and hoses, and make efforts for the early recovery of profitability. The company will also work on developing
new products for next-generation vehicles.
In the Infocommunications segment, we will focus on responding to the increase in demand for optical fibers and next-generation
optical/electronic devices due to an increase in data traffic and the development of a 5G mobile communications system. At the same
time, we will also strive for further cost reduction to enhance competitiveness. In addition, we will endeavor to further improve profitability by focusing on marketing extra-low-loss fibers for submarine cables, products related to data centers, such as ultra-high-fiber-count
optical fiber cables and optical wiring products, and new products such as access-based network products and new 4K compatible video
distribution equipment.
In the Electronics segment, with regard to flexible printed circuits (FPCs) for mobile devices, we will continue to focus on global marketing, in addition to cost reductions through thorough productivity improvement. Furthermore, we will work to ensure the launch of new
products that respond to the customers’ needs such as high precision, thinness and heat-resistance, and to expand business to automotive markets and other markets. In addition, regarding electronic wires and irradiation tubes, we will capture a wide variety of the needs
of high-performance cables, components and materials, and continue to proceed with global marketing.
In the Environment and Energy segment, we will further proceed with ensuring production capacity and cost reductions by strengthening
the manufacturing system for power cables. We will strive to expand our business by surely capturing new large-scale overseas power
cable projects and domestic demand for facility replacement. In addition, we will proceed with the marketing of flat magnet wires for
motors used in electric vehicles, and also focus on expanding business related to renewable energy and smart grids, by leveraging our
integrated capabilities, including Nissin Electric Co., Ltd. and Sumitomo Densetsu Co., Ltd.
In the Industrial Materials segment, with regard to cemented carbide tools, we will proceed with global marketing not only in our main
automotive field, but also in the fields of industrial machinery, construction machinery and electronics. Moreover, we will strengthen the
development and marketing of new products for the machining of difficult-to-cut materials in the fields of aircrafts and medical care.
Furthermore, we will work to further strengthen the supply capacity and cost competitiveness of sintered components at each production base. We will also continue to focus on the strengthening of the production system and marketing for tensioning materials used in
pre-stressed concrete and precision spring steel wires.
In R&D activities, we will make efforts to create new businesses and products that are original and excel in profitability. Specifically, we
will focus on the commercialization of magnesium alloy products, water-treatment systems, superconducting products, silicon carbide
(SiC) power semiconductor devices and products for next-generation communication networks. In addition, toward the establishment of
a new electricity/energy infrastructure, we will also accelerate the development of redox flow batteries, concentrator photovoltaic
systems, and energy management system-related products, along with domestic and international demonstrative experiments, in order
to realize early commercialization. Also, taking a long-term perspective, we will focus on leveraging our strengths to develop new
products in response to society’s needs, including strengthening the development systems for on-board equipment that is compatible
with automated driving and electric vehicles, and searching for new materials with new functions. We will also work proactively on
production innovation by utilizing artificial intelligence and the Internet of things* at the manufacturing level.

June 2019

* Internet of things (IoT): A wide variety of things, not limited to information communication
devices including PCs and smartphones, being connected to a network such as the Internet.
**Banji-nissei: Do your sincere best not only in business but also in every aspect of your life.
Shinyo-kakujitsu: Place importance on integrity and sound management.
Fusu-furi: Do not act rashly or carelessly in pursuit of easy gains.

Osamu Inoue
President & COO
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PROFILE and HISTORY
Since being founded in 1897, the Sumitomo Electric Group has built a strong history over these 120 years. In keeping with the Sumitomo

The strength of our Group lies in a deep understanding of customer needs across a wide range of industries, including automotive,

business spirit, we have always pursued the most advanced technology that underpins the foundations of society and industry in every

information technology, electronics, environmental energy and industrial materials, and in drawing together and providing solutions

era, and have provided support for the development of modern Japan. Today, the fields in which we are active span the globe, and we

for these industries. We manifest this strength through repeated effort and innovation to remain a vital presence for all our stakeholders

are using our capabilities to help resolve such issues as the rapid urbanization of emerging countries and we provide increasingly

around the world.

sophisticated infrastructure in developed countries, as we are called upon to make a broader contribution to social progress.

In 1922, the Company succeeded in manufacturing
and laying a submarine cable from Niihama in
Ehime Prefecture to Shisakajima. At 21 km, it was
the longest cable of its type in the world. Buffeted
by violent storms, the cable used in this difficult
project was dogged by faults caused by dropping
resistance in the insulation and requiring repeated
repairs.

Photo by courtesy of Sumitomo Historical Archives

Photo by courtesy of Sumitomo Historical Archives

In 1914, we developed contact wires. The first
generation of this product was supplied in 1916 to the
City of Tokyo, the present-day Tokyo Metropolitan
Government. Since then, in addition to supplying
domestic railways, the Company also supplied
the entire Taiwan High Speed Rail network,
which began operating in 2007. In this way, we
contribute to the development of the railways
that are indispensable for daily life.

1920s

1930s

1930s

1940s

1930 saw the start of the Research Division, and
the development of new products accelerated.
The product lineup of the current mainstay businesses
of the Group were built on technology born at
this time.

1950s

1960s

1970s

1970s

1980s

A communication network project in Nigeria that
was awarded to the Company by the Nigerian
Ministry of Communications in 1976 was at that
time unprecedented anywhere in the world: the
largest urban telephone network construction work
order taken on by a single company. Three-hundred
Japanese employees and 2,000 local people worked
on this project, which took over 11 years to go
from order to completion.

1990s

2000s

The electric wiring used in wire harnesses
in cars is typically made of copper because
of its superior conductivity, but the Group
developed new aluminum alloy wires that
have the same conductivity, though only
half the weight. The aluminum harnesses
made from these wires were positively
received by both domestic and overseas
auto manufacturers, and have now been
adopted for a large number of models,
thus contributing to reduced vehicle weights
and cost.

2010s

Recently

Recently
We continue to move ahead with projects that support
social infrastructure both in Japan and overseas, including
demonstration tests performed jointly with Hokkaido Electric
Power Co., Inc. at the Minami Hayakita substation for one of
the world’s largest redox flow battery installations, and
work by the Company and subsidiary J-Power Systems
on the design, manufacture, cable laying, servicing
and maintenance of a transmission cable system
providing unbroken links between the UK
and Belgium.

Corporate Information

1910s

1910s

In 1982, the Company succeeded in the
single-crystal synthesis of a diamond with
a diameter of 6 mm (1.2 carats). It was
listed in the 1984 edition of the Guinness
Book of Records as the world’s largest
synthetic diamond. In 1989, we began
volume production of large single-crystal
synthetic diamonds of around 1 cm.

2010s

Financial Information

1900s

In 1969, we began making flexible printed
circuits (FPCs). This technology made a
significant contribution to the spread of
portable electronic devices, such as modern
smartphones and notebook PCs.

1980s

Basis for Growth

In 1897, Sumitomo Electric was founded as Sumitomo
Copper Rolling Works, marking the beginning of
the Company’s history. The Company began by
manufacturing copper electric cables, contributing
toward the development of domestic production
of high-voltage underground power transmission
cables, which had all been imported up to that
time.

1960s

Business Review

1890s

1920s

Overview

1890s

Photo by courtesy of Toei Transportation
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Financial Highlights
Sumitomo Electric Industries, Ltd. and Consolidated Subsidiaries
Thousands of
U.S. dollars

Millions of yen

FY2018

For the Year:

6
FY2017*

FY2016

FY2015

FY2014

FY2018

Mar. 31, 2017

Mar. 31, 2016

Mar. 31, 2015

Mar. 31, 2019

¥3,177,985

¥3,082,247

¥2,814,483

¥2,933,089

¥2,822,811

$28,633,075

Operating income

166,260

173,139

150,503

143,476

134,457

1,497,973

Profit before ioncome taxes

181,388

193,337

167,792

154,859

167,067

1,634,273

Profit attributable to owners of the parent

118,063

120,328

107,562

91,001

119,771

1,063,726

Capital expenditures*1

190,314

171,110

183,693

167,282

148,213

1,714,695

Depreciation and amortization

148,916

146,098

134,532

134,371

126,663

1,341,706

R&D expenses

129,627

117,735

115,155

110,839

105,604

1,167,916

Net sales

3,082
2,823 2,933

Total assets
Total interest-bearing liabilities

¥2,999,903

¥2,907,292

¥2,742,848

¥2,925,785

$27,509,352

540,745

492,567

510,989

457,145

550,839

4,872,015

1,776,313

1,764,086

1,628,615

1,561,289

1,646,913

16,004,262

(Billions of yen / %)

4.8

5.6
5.3

4.9

Profit Attributable to Owners
of the Parent

173 5.2

(Billions of yen)

167

151

143

120

120

91

2015

Automotive
Infocommunications
Electronics

2016

2017

2018 (FY)

Environment and Energy
Industrial Materials
and Others

Invested Assets / ROIC

2014

2015

2016

2017

2018 (FY)

2014

2015

2016

2017

2018 (FY)

Operating Income
Operating Income Ratio

Owner’s Equity /
Return on Owner’s Equity

(Billions of yen / %)

Free Cash Flows
(Billions of yen)

(Billions of yen / %)

Cash Flows:
Net cash provided by operating activities

¥177,656

¥239,573

¥209,233

¥240,779

¥153,509

$1,600,649

Net cash used in investing activities

(184,601)

(174,265)

(194,829)

(117,387)

(86,888)

(1,663,222)

(4,324)

(66,795)

(4,763)

(115,912)

(64,037)

(38,958)

Net cash provided by (used in) financing activities

FY2017*

6

FY2018

Per Share Data:

2,198
6.5

2,018
6.8

2,140
7.2

2,257
7.9

2,317
7.3

1,539
1,431
1,361
9.1

1,551

123

1,416
8.1
7.7

7.6

6.5

67

65

U.S. dollars

FY2016

FY2015

FY2014

FY2018
14

Profit attributable to owners of the parent*

2

¥154.29

¥137.61

¥114.73

¥151.00

$1.364

−

152.88

137.24

−

−

−

Cash dividends*

48.00

46.00

40.00

35.00

30.00

0.432

Owner’s equity*

1,988.58

1,973.95

1,815.32

1,715.28

1,804.34

17.917

Diluted
3

4

2014

2015

2016

2017

2018 (FY)

Invested Assets
ROIC

2014

2015

2016

2017

2014

2015

2016

2017

2018 (FY)

Owner’s Equity
Return on Owner’s Equity

Capital Expenditures

R&D Expenses

(Billions of yen)

Basic Profit Attributable to
Owners of the Parent per Share

(Billions of yen)

(yen)

Financial Indexes:
Operating income/net sales (%)

5.2

5.6

5.3

4.9

4.8

Profit attributable to owners of the parent/
net sales (%)

3.7

3.9

3.8

3.1

4.2

Operating income/invested assets* (ROIC)(%)

7.3

7.9

7.2

6.8

6.5

Return on owner’s equity (%)

7.6

8.1

7.7

6.5

9.1

50.8

51.3

48.7

49.6

48.9

Current ratio (Times)

1.7

1.7

1.7

1.8

1.7

R&D expenses/net sales (%)

4.1

3.8

4.1

3.8

3.7

5

Owner’s equity ratio (%)

2018 (FY)

Note : All dollar figures herein refer to U.S. currency. Yen amounts have been translated, for convenience only, at the rate of ¥110.99 to U.S. $1.00, the approximate exchange rate prevailing on
March 31, 2019.
*1 Capital expenditures are recorded as property, plant and equipment.
*2 From the year ended March 31, 2015 to the year ended March 31, 2016 and in the year ended March 31, 2019, there were no potentially dilutive common shares.
*3 Cash dividends per share for the year ended March 31, 2017 include a 2-yen distribution as commemorative dividends for the 120th anniversary.
*4 Owner’s equity is the sum of total shareholders’ equity and total accumulated other comprehensive income.
*5 Invested assets = total assets - interest-free liabilities
*6 As described in Note 2(r), the “Partial Amendments to Accounting Standard for Tax Effect Accounting” (ASBJ Statement No. 28, February 16, 2018) has been adopted from the beginning
of the fiscal year ended March 31, 2019. The financial data and indexes for the year ended March 31, 2018 have been adjusted retrospectively to conform to this accounting standard.

130
184
167

190
171

106

111

115

118
151.00

148

154.29 151.38

Corporate Information

¥151.38

Basic

7

Financial Information

Yen

13

118

108

Basis for Growth

Total net assets

¥3,053,263

3,178

2,814

134

2014

At Year-End:

Operating Income/
Operating Income Ratio

Net Sales

(Billions of yen)

Business Review

Mar. 31, 2018

Overview

Mar. 31, 2019

137.61
114.73

2014

2015

2016

2017

2018 (FY)

2014

2015

2016

2017

2018 (FY)

2014

2015

2016

2017

2018 (FY)
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Business Strategy

VISION 2022 Growth Strategy
Enhancement and Expansion of Five Business Segments

VISION 2022 Mid-term Management Plan: Overall Concept

Sumitomo Electric Group continues to strive for growth in five business segments focusing on Mobility, Energy, and Communications
fields as well as materials, products, and solutions supporting these fields. We aim to grow every segment by strengthening revenue
bases and improving capital efficiency and to achieve a balanced business portfolio.

Contributing to a better society by leveraging our expertise in connectivity and transmission technologies through
concerted efforts of the entire group.

Further Growth Through Innovation

Overview

In the wake of dramatic changes in the automobile industry together with the renewable energy revolution and exponential growth in data usage
worldwide, Sumitomo Electric Group will achieve further growth by enhancing innovation building on the diversity in technologies and business
expertise we have cultivated over the years, developing and offering new technologies, products, and services toward a better society.

Our Priorities
Taking “SEQCDD*” one step further

・Aim for “the world’s top safety company”
・Create “strong factories” by continuous improvement (kaizen)
・Share technologies and best practices among group companies worldwide
*SEQCDD: S (Safety), E (Environment), Q (Quality), C (Cost), D (Delivery), D (R&D)

Creation and
Enhancement of
Leading
Technology

・Continue to enhance core technologies from materials to processes
・Innovation that anticipates change in the automotive and energy fields and exploits
commercialization opportunities with agility
・Challenge ourselves to create innovative technology that encourages social reform

The Three Bases

■ Consolidating Our
Manufacturing Base and
Business Quality
Maintaining and building secure,
safe, clean, reliable, and efficient
production systems.

■ Developing Personnel
Strengthening basic competence
through group-wide education and
fostering professional human
resources through practical education.

Net Sales

¥

3.6
TRILLION

15

Operating Income

¥

230
BILLION

ROIC

9%

OR MORE

Human Resources and
Organization Base
■ Promoting Diversity
Management
(realizing our Global HRM*
Policy)
■ Building a global common
infrastructure for human
resources and organization

Financial Base
■ By reinforcing our corporate
structure, we strive to build
on a robust financial footing.
・We aim to keep our shareholders'
equity ratio at 50%
・We aim to increase dividend
payout ratio to approximately 40%

Corporate Information

Manufacturing Base

Financial Information

・Work to increase market share with global customers
・Create new business models that anticipate market changes
・Enhance the efficacy of our marketing efforts

Basis for Growth

Increasing
Global Presence

Business Review

Enhancement of
Manufacturing
Capabilities

*HRM: Human Resource Management

ROE

8%

OR MORE

The Sumitomo Spirit and The Sumitomo Electric Group Corporate Principles
With the Sumitomo Spirit and the Sumitomo Electric Group Corporate Principles, we can contribute to society
through all of our business activities and enrich the public good and our environment.
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FOUNDED

Sumitomo Electric operates in five segments: Automotive, Infocommunications, Electronics, Environment and Energy,

YEARS
AGO

Since its founding in 1897, the Sumitomo Electric Group has
expanded and developed its business domain by developing
proprietary technologies based on copper wire manufacturing
technology and challenging new business fields.

129.6

¥

Net Sales
Net Sales

¥1,709.4

billion

Share of net sales

53 %
Net Sales

BILLION

R&D expenses have grown gradually from ¥48.5 billion in
FY2002 and ¥73.2 billion in FY2007, the Sumitomo Electric
Group continues to invest in R&D. We promote innovation,
regarding the great changes underway in society and the
energy sector as growth opportunities.

Infocommunications

¥208.4

billion

Share of net sales

6%

Net Sales

Overseas sales ratio has grown steadily from 26.8% in FY2002
and 40.6% in FY2007. Our overseas share of sales now
surpasses that of domestic sales. We continue to
manufacture products that are trusted around the world.

BUSINESS LOCATIONS OUTSIDE JAPAN

285

The number of our business locations is gradually increasing from
115 in FY2002 and 182 in FY2007. We will continue to enhance our
business by increasing business relationships with customers
around the world.
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40

%

Electronics

billion

Share of net sales

7%
COUNTRIES

The Sumitomo Electric Group has been proactive in pursuing
business expansion overseas. Our products, popular with
customers worldwide, are made around the world.

Net Sales

Environment
and Energy

CONSOLIDATED EMPLOYEES

OVER

¥228.9

270

¥759.7

billion

Share of net sales

23 %
Net Sales

THOUSAND

People are the backbone of our business. We have started to
actively promote globalization of the human resources
employed in group companies in Japan and overseas.

Industrial Materials
and Others

¥357.8
Share of net sales

11 %

billion

The Sumitomo Electric Group
is a global supplier of wiring
harnesses and anti-vibration
rubber, as well as safe,
comfortable and environment-friendly automotive
components and systems.
The Company also supply
traffic control systems.

•
•
•
•
•

Building on its communication
cable technologies accumulated for more than 100 years,
the Sumitomo Electric Group
supplies products and systems
that support today’s Internet
services such as optical fiber
cable, opto-electronic devices,
gigabit Ethernet-passive
optical network (GE-PON),
and other devices.

• Optical fiber cables
• Telecommunication cables
and equipment
• Fusion splicers
• Optical/wireless devices such
as optical transceiver
modules/wireless communication devices
• Network system products
such as access network
equipment (GE-PONs, content
delivery networks,CATV-related products, traffic control)
• Compound semiconductors

Using its proprietary
materials technologies, the
Sumitomo Electric Group
supports the increasing use
of electronics devices in
society through a diverse
range of products such as
electronic wires, flexible
printed circuits, other highly
functional wiring materials
and fluorine resin products.

• Electronic wire products
• Metallic material for
electronic parts
• Electric-beam irradiation
products
• Flexible printed circuits
• Fluorine resin products
• Micro filtration membrane
module

Since its inception, the
Sumitomo Electric Group has
helped underpin modern
daily life through its energy
transmission business,
supplying products such as
cables for power distribution,
railway trolley wires, and wire
coils used in home appliances, automobiles, and other
applications.

• Electric conductors
• Power transmission
wires/cables/equipment
• Magnet wires
• Air cushions for railroad
vehicles
• Power systems
• Equipment such as substation
equipment/control systems
• Charged beam equipment
and processing
• Electrical/power supply work
and engineering,
porous metals

Through the manufacture of electric
wire and cable, the Sumitomo
Electric Group has developed and
built up proprietary technologies
and products that underpin industry
and society. Its cutting tools have
contributed to greater efficiency in
manufacturing and its sintered parts
and special metal wires are used in
automotive and a wide range of
other industrial fields.

• Tensioning materials for
prestressed concrete
• Precision spring steel wires,
steel tire cords, cemented
carbide tools
• Diamond and CBN tools,
laser optics, sintered powder
metal parts
• Semiconductor heatspreader
materials
• Grinding tools
• Tungsten and molybdenum
materials
• Heat sinks

Wiring harnesses
Anti-vibration rubber
Automotive hoses
Car electrical equipment
Traffic control systems

Corporate Information

58.5

BUSINESS OPERATIONS IN

Main Products

Financial Information

SALES RATIO OUTSIDE JAPAN

Business Overview

Basis for Growth

Net sales have grown steadily from ¥1.5 trillion in FY2002 and
¥2.5 trillion in FY2007. We continue to be an industry leader
in the creation of new business models that anticipate
changes in the market environment.

Segment

Business Review

TRILLION

and Industrial Materials and Others.

Automotive

R&D EXPENSES

OVER

¥

122

Review of Operations
Overview

3

NET SALES
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Performance in FY2018 and forecast for FY2019
On the back of a concerted effort to expand sales of wiring harnesses, automotive electronic parts, and anti-vibration
rubber, net sales rose by ¥77.5 billion (4.7%) to ¥1,709.4 billion. In addition to price reductions and an increase in
expenses related to R&D for future growth, operating income was also influenced by the additional tariffs placed on
billion to be ¥84.7 billion. In FY 2019, net sales of ¥1,760.0 billion and operating income of ¥85.0 billion are forecasted.

(Billions of yen)

(Billions of yen / %)

Wiring Harnesses
Others

1,709

2017

89
5.7

2018 (FY)

2015

99
6.5

2016

R&D Expenses
Capital Expenditure

97
85
5.9

2017

76
68

5.0

2018 (FY)

2015

91

77

77
72

82

2016

2017

2018 (FY)

71

FY2018 result

¥1,709.0 billion

FY2019 target

¥1,760.0 billion

3.0 % UP

Operating Income
FY2018 result

FY2019 target

¥85.0 billion

0.4 % UP

FY2019 Challenges and Strategies

Corporate Information

¥84.6 billion

Financial Information

Net Sales

Basis for Growth

AUTOMOTIVE

2016

(Billions of yen)

Operating Income
Operating Income Ratio

1,542 1,513 1,632

2015

R&D Expenses
and Capital Expenditure

Business Review

Operating Income
and Operating Income Ratio

Net Sales

Overview

imports between the U.S. and China and by weaker earnings from anti-vibration rubber products, and decreased ¥12.1

1 . Enhance cost competitiveness in wiring harness and improve business profitability in Europe.
2. Quickly restore profitability in anti-vibration rubber business.
3. Accelerate development of CASE*-related products and promote new overseas customer
acquisition.
*CASE: Connected, autonomous, shared, and electric vehicles.
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Performance in FY2018 and forecast for FY2019
While sales of optical fiber cables etc. continued to expand, the effect of transferring part of this business to other
segments and so forth saw net sales decrease by ¥11.9 billion (5.4%) to ¥208.4 billion. Despite the promotion of cost
reductions through productivity improvement, operating income fell by ¥2.2 billion to ¥16.4 billion due to an intensifyincome of ¥12.0 billion are forecasted.

(Billions of yen)

(Billions of yen / %)

Fiber·Cable / Accessories
Optical & Electronic Devices
Access Network Equipment
Semiconductors
Others

185

R&D Expenses
and Capital Expenditure

198

220

(Billions of yen)

Operating Income
Operating Income Ratio

24
10.8
208

8.4

22
6.4

19

17

7.9
16

2017

2018 (FY)

2015

2016

2017

18

1819

2018 (FY)

2015

2016

2017

2018 (FY)

FY2018 result

¥208.4 billion

FY2019 target

¥220.0 billion

5.6 % UP

Operating Income
FY2018 result

FY2019 target

¥12.0 billion

26.8 % DOWN

FY2019 Challenges and Strategies

Corporate Information

¥16.3 billion

Financial Information

Net Sales

Basis for Growth

INFOCOMMUNICATIONS

2016

17
13

12

2015

29

R&D Expenses
Capital Expenditure

Business Review

Operating Income
and Operating Income Ratio

Net Sales

Overview

ing business competition and associated sales price decline. In FY 2019, net sales of ¥220.0 billion and operating

1 . Reduce the costs of standard single-mode optical fibers/preforms and expand sales of high-end
products.
2. Introduce differentiated products into data centers and expand sales of high-performance optical
fibers.
3. Enhance production capacity of electronic devices for 5G base stations and improve our earning
structure for optical components.
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Performance in FY2018 and forecast for FY2019
While sales of electronic wires and irradiated tubes continued to expand, the decrease in Flexible Printed Circuits
(FPCs) for mobile devices and so forth saw net sales fall ¥17.4 billion (7.1%) to ¥228.9 billion. Operating income
increased by ¥1.6 billion to ¥7.0 billion as a result of profitability improvements gained through cost reduction efforts.

(Billions of yen)

R&D Expenses
and Capital Expenditure

(Billions of yen / %)

FPCs
Semiconductors
Fine Polymer
Electronic Wires
Others

(Billions of yen)

Operating Income
Operating Income Ratio

R&D Expenses
Capital Expenditure

34

312

29

10
251

Business Review

Operating Income
and Operating Income Ratio

Net Sales

Overview

For FY 2019, net sales of ¥200.0 billion and operating income of ¥8.0 billion are forecasted.

246

229

5

2.2

19

3.1
11
3

3

3

3

2015

2016

2017

2018 (FY)

-1 1
2015

2016

2017

2018 (FY)

2015

2016

2017

2018 (FY)

Net Sales
FY2018 result

¥229.0 billion

FY2019 target

¥200.0 billion

12.6 % DOWN

Operating Income
FY2018 result

FY2019 target

¥8.0 billion

14.0 % UP

Corporate Information

¥7.0 billion

Financial Information

ELECTRONICS

-4.4

Basis for Growth

3.3

7

FY2019 Challenges and Strategies
1 . Reduce the total cost of FPCs for mobile devices and develop new FPC products and new
markets for them.
2. Expand sales of automotive cables and tab-leads for EV batteries.

23
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Performance in FY2018 and forecast for FY2019
In addition to an expansion of sales of electric wires and cables, the increase in electrical construction work for
Sumitomo Densetsu Co., Ltd. saw net sales rise by ¥41.8 billion (5.8%) to ¥759.8 billion. Operating income rose
¥5.9 billion to come in at ¥30.1 billion. The forecast for FY 2019 is for net sales of ¥740.0 billion and operating
Overview

income of ¥30.0 billion.

(Billions of yen)

(Billions of yen / %)

Copper Wire Rods
Electric Power Cables
Magnet Wires & Others
Sumitomo Densetsu
Nissin Electric

660

621

(Billions of yen)

Operating Income
Operating Income Ratio

718

760

R&D Expenses
Capital Expenditure

30
24

27

21

4.0

30
24

26

15

16

16

2015

2016

2017

18

2.0

2015

2016

2017

2018 (FY)

2015

2016

2017

2018 (FY)

2018 (FY)

FY2018 result

¥760.0 billion

FY2019 target

¥740.0 billion

3.0 % DOWN

Operating Income
FY2018 result

FY2019 target

¥30.0 billion

0.2 % DOWN

FY2019 Challenges and Strategies

Corporate Information

¥30.1 billion

Financial Information

Net Sales

Basis for Growth

3.4

3.3

13

ENVIRONMENT AND ENERGY

R&D Expenses
and Capital Expenditure

Business Review

Operating Income
and Operating Income Ratio

Net Sales

1 . Secure large-scale overseas power cable projects and acquire demand in Japan for replacement
projects.
2. Expand sales in the renewable energy market by utilizing the capital ties between Sumitomo
Densetsu and Nissin Electric.
3. Increase production capacity and expand sales of our rectangular magnet wires for electric
vehicles.
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Performance in FY2018 and forecast for FY2019
With an emphasis on primarily expanding sales of cemented carbide tools, net sales increased by ¥14.7 billion (4.3%)
to ¥357.8 billion. Year-on-year, operating income rose by ¥22 million to ¥28.2 billion. The forecast for FY 2019 is net
sales of ¥370.0 billion and operating income of ¥32.0 billion.
Overview

(Billions of yen)

(Billions of yen / %)

Special Steel Wires
Sintered Parts
Hard Metal
A.L.M.T.
Others

312

343

304

2016

19

2017

28

R&D Expenses
Capital Expenditure

28

358
20

2018 (FY)

2015

8.2

6.7

6.2

2015

(Billions of yen)

Operating Income
Operating Income Ratio

2016

2017

7.9

2018 (FY)

22

32

29

25

8

8

8

8

2015

2016

2017

2018 (FY)

FY2018 result

¥358.0 billion

FY2019 target

¥370.0 billion

3.4 % UP

Operating Income
FY2018 result

FY2019 target

¥32.0 billion

13.5 % UP

Corporate Information

¥28.2 billion

Financial Information

Net Sales

Basis for Growth

INDUSTRIAL MATERIALS
AND OTHERS

R&D Expenses
and Capital Expenditure

Business Review

Operating Income
and Operating Income Ratio

Net Sales

FY2019 Challenges and Strategies
1 . Expand sales of hard metal cutting tools globally and develop new products including tools for
aircraft.
2. Enhance the cost and production systems for sintered components, PC steel wires, and steel
wires for springs.

27
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Americas

Asia

Sales in the Americas in FY2018 increased by ¥30.6 billion

Sales in China decreased by ¥5.0 billion year-on-year to ¥516.3

year-on-year to ¥549.1 billion, or 17.3% of all consolidated sales.

billion, or 16.3% of all consolidated sales. In other Asian mar-

Meanwhile, sales for consolidated subsidiaries (to external cus-

kets, sales increased ¥3.8 billion on the previous year to ¥442.7

tomers) rose by ¥26.0 billion year-on-year to ¥538.2 billion,

billion, accounting for 13.9% of total sales on a consolidated

while operating income decreased by ¥5.0 billion to ¥15.1

basis. Sales for consolidated subsidiaries (to external custom-

billion. Operating income generated in the region was 9.1% of

ers) in Asia, including China, totaled ¥883.8 billion, an increase

total consolidated operating income.

of ¥2.7 billion from the previous fiscal year. Operating income
saw a decrease of ¥1.2 billion year-on-year to ¥79.2 billion.
Operating income generated in the region was 47.5% of total

Europe and Others

Overview

consolidated operating income.

Sales in Europe and other regions in FY2018 came to ¥350.1
billion, or 11.0% of total consolidated sales. This was a decrease

Expanding Business on the World Stage

Business Review

of ¥10.0 billion on the previous fiscal year. Operating income
was -¥9.7 billion, down ¥11.7 billion. Operating income generated in the region was -5.8% of total operating income on a consolidated basis.

The Sumitomo Electric Group is expanding marketing bases and establishing an optimal production base structure
around the world to respond more precisely to growing global demand driven by emerging economies. As a result,
sales for the Company and its consolidated subsidiaries outside Japan (overseas sales) totaled ¥1,858.3 billion in
dated basis, a year-on-year decrease of 1.2%.

Geographical Segment Sales

Overseas Sales

Segment Information by Geographic Area

(Billions of yen)

360
346

344

350

1249
806

876

830

960

526

495

185

518

169
Asia

48

105
Japan
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Americas

2015

1430

307

327

326

753

881

884

2016

2017

1266

549
2018 (FY)

482
2014

185
818

516
2015

488
2016

512
2017

538
2018 (FY)

Global Human Resource Management Policy
In the Sumitomo Electric Group, over 270,000 employees are working actively in about 40 countries
around the world. We believe that for Sumitomo Electric to win the global competition and grow further, it is essential that we fully mobilize the Group's technologies, products, business models and all
other resources, and we acknowledge that it is most important to secure and utilize highly capable employees who support the efforts.
The Group has traditionally attached a high value to human resources based on the Sumitomo Spirit. To
clarify the basic policies on human resources, we instituted the Sumitomo Electric Group Global Human
Resource Management Policy (Global HRM Policy) in September 2011. This policy specifies the Group's
commitment to creation of an environment that helps employees realize growth and self-actualization
through work, provision of various career opportunities regardless of nationality, race, ethnicity, religion, age or gender, promotion of diversity and development of global leaders, in order to accelerate
our global human resource recruitment and promotion. We have declared the policy to inform people
in and outside of the Group about it.

Corporate Information

Europe
and Others

2014

1274

959

761
495

1362

329

(As of March 31, 2019)

68

Japan
Europe and Others
Asia
Americas

Financial Information

390

Number of Consolidated Subsidiaries and Equity-Method Affiliates

(Billions of yen)

Europe and Others
Asia
Americas

Basis for Growth

FY2018, an increase of ¥19.4 billion over the previous fiscal year. Overseas sales were 58.5% of total sales on a consoli-
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Research & Development

Topics

In line with our commitment in the Sumitomo Electric Group Corporate Principles to build technical expertise, realize
changes and strive for consistent growth, we focus on growing business areas and develop original businesses and
new products with strong earnings potential. Anticipating future technological needs, we are committed to identifying
and developing new research areas that will drive next-generation growth. In FY2018, ended March 31, 2019, consolidated R&D expenses totaled ¥129.6 billion.

Automotive
Infocommunications
Electronics
Environment and Energy
Industrial Materials and Others

64.4

3.9
14.2
7.9
2014

3.4
14.5
7.6
2015

1,770

16.9

18.3

18.2

3.4
16.0

3.3
16.0

3.3
17.9

8.0
2016

8.3
2017

2,708

2,650

2,818

2,763

2,424

1,939

3,343

3,627

Topics

4,396

8.4
2018
(FY)

2014

2015

2016

2017

2018
(CY)

Creating Ultimate EV Road Trip Experience with EV Safe Charge

-Demonstrating the Economic Potential of Storage BatteriesThe New Energy and Industrial Technology Development Organization
(NEDO) and Sumitomo Electric Industries, Ltd. connected a 2-MW/8-MWh
stationary storage redox flow (RF) battery to the wholesale power market in
California, USA. This demonstration is the first example of RF battery operation in the U.S. wholesale power market.
One important feature of the RF battery is that there are no restrictions on
depth and number of charge/discharge cycles: one of many features making
the RF battery suitable for long-lifetime large scale applications. The
demonstration is to examine techniques designed to enhance the economic
value of RF batteries by providing frequency regulation and trade-based
energy supply, which are central demands of the wholesale power market.
-Principle and Structure of Redox Flow BatteryAn RF battery is a storage battery made up of a cell in which a battery reaction takes place, tanks that store active materials, and pumps and pipes used
to circulate the active materials. Comprising independent blocks of output
(kW) and capacity (kWh), RF batteries can be designed to exhibit suitable
output and capacity performance for specific applications. Moreover, the RF
battery is superb as a long-life and large-storage battery free from deterioration of electrodes and active materials because its charge and discharge
reactions only involve changes in the valence states of ions in the electrolytes. Sumitomo Electric developed the system ahead of its competitors in
the industry, selecting vanadium (V) as the electrolytes.

Principle of Redox Flow Battery

-The Outline of the ProjectProject Title

31

2-MW/8-MWh Redox Flow Battery in California, USA

Corporate Information

Sumitomo Electric and EV Safe Charge, announced collaboration on a new mobile app to enable electric vehicle (EV)
drivers to experience the optimal road trip on January 10, 2019. During any journey, the EV Safe Charge app, powered
by Sumitomo Electric, will provide users with never-before offered features, including benefits from hotel and restaurant partners and specialized travel coordination.
The pertinent features being developed for EV drivers will go beyond mapping chargers and provide data about when
to charge based on altitude, weather and other factors to alleviate "range anxiety" - the fear among users that an EV
has an insufficient range to reach its destination, which is cited as an obstacle to widespread adoption of all-electric
vehicles. Key to the collaboration, the companies are beginning to work with automotive original equipment manufacturer (OEMs) to integrate these app features directly into EV models as well.
By combining the leading-edge of technologies of Sumitomo Electric with the firsthand EV consumer insights from
EV Safe Charge, the companies will fill the need for an elevated EV experience during short and longer range trips.

Initiating Redox Flow Batteries into the U.S. Wholesale Power
Market

Financial Information

Topics

16.9

81.9
71.8

Basis for Growth

15.2

68.4

70.9

Japan
Outside Japan

Business Review

Number of Patent
Applications by Region

Sumitomo Electric Industries, Ltd. has developed V-groove super junction transistors through a joint research project
with the National Institute of Advanced Industrial Science and Technology (AIST) using silicon carbide (SiC) semiconductors, and has achieved the world's lowest on-state resistance of SiC transistors.
Sumitomo Electric has already developed V-groove metal-oxide-semiconductor field-effect transistors (VMOSFETs).
The VMOSFETs use a particular plane orientation (0-33-8) for the channel that turns on/off the flow of electrons,
forming an oxide film interface with low defects and achieving a low on-state resistance. The low-defect performance
of the transistors significantly stabilizes the threshold voltage fluctuation that prevents the practical use of SiC transistors. Sumitomo Electric is now working to commercialize VMOSFETs using the production line for 6-inch SiC wafers
that AIST and Sumitomo Electric jointly built.
Sumitomo Electric continues to promote the commercialization of power devices with low on-state resistance to
improve power conversion efficiency, leading to the contribution to the transition toward an energy-efficient and
low-carbon society.

Overview

R&D Expenses by Segment
(Billions of yen)

Developing Next-Generation SiC Transistors with World's Lowest
On-State Resistance

International Demonstration Project to Prove Japanese Technology for Improved Energy Consumption Efficiency/Demonstration
Project Testing Storage Battery Operation for Both Electricity Transmission and Distribution in California, the United States

Project Period

FY2015 to FY2020

Subcontractor

Sumitomo Electric Industries, Ltd.
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Corporate Governance
2. Status of Audits by Corporate Auditors

Outside Audit & Supervisory Board Members

The unwavering basic policy of the Sumitomo Electric Group is

To ensure lawful and proper business management, Sumitomo

Katsuaki Watanabe

Ikuo Yoshikawa

to continue to make a positive contribution to society through

Electric receives three types of audits: corporate auditor audits,

the pursuit of fair business practices that are aligned with the

internal audits and accounting audits. With regard to corporate

Sumitomo Spirit and the Sumitomo Electric Group Corporate

auditor audits, a total of five corporate auditors, including three

Principles. While maintaining this basic stance, the Group is

outside auditors, work with dedicated corporate audit staff

working to ensure transparent and fair management based on

(Office of Audit & Supervisory Board Members) to audit the

sound corporate governance, and to determine and implement

execution of duties by each director and the development and

innovation-focused growth strategies that make the most of

implementation status of internal controls.

Director, Kyushu Financial Group, Inc.
Audit & Supervisory Board Member of the Company
since June 2013
Reasons for election: His extensive experience and
superior insight into all aspects of corporate management stemming from his involvement over many
years with a company that expanded its business
activities globally.

Certified Public Accountant (CPA)
Audit & Supervisory Board member, Konishi Co., Ltd.
Audit & Supervisory Board Member of the Company
since June 2018
Reasons for election: His high degree of knowledge
of the field of accounting derived from his extensive
experience over many years as a CPA and his
research into accounting in his capacity as university
professor.

operational resources, recognizing that these endeavors are

Michiko Uehara

enhancing our corporate governance in accordance with the
following basic principles.

3. Outside Directors and Outside Auditors
The Company has appointed three outside directors to further
strengthen the supervisory function of the Board of Directors
from an external perspective and to enhance the transparency
and objectivity of business management. In addition, in order

Sumitomo Electric chose to adopt an Audit & Supervisory

in various fields and multifaceted perspectives to occupy a

Board system as the roles of such a board and its members

majority of corporate auditor positions.

to reinforce the system of ensuring lawful and proper management, we have appointed three outside auditors with expertise

under this system are clearly intended for ensuring sound business management. With the Board of Directors, executive
officers and Audit & Supervisory Board members carrying out
their respective duties, the Company intends to pursue sustainable growth and increase its corporate value over the medium

• Aiming for the sustainable growth of the Company, improvement in its medium to long term corporate value, and
enhancement of its profitability and capital efficiency, the
Company’s Board of Directors is primarily responsible for

Sumitomo Electric Group’s
Corporate Governance Structure

The Sumitomo Electric Corporate Governance Guidelines are available
online : https://global-sei.com/company/governance.html

General Meeting of Shareholders

Outside Directors

Appointments / Dismissals

Hiroshi Sato
Executive Advisor, Kobe Steel, Ltd.
Director of the Company since June 2016
Reasons for election: His extensive experience and
high degree of knowledge in all aspects of corporate
management derived from his involvement with a
company engaged in a wide range of business
domains, including materials (primarily steel),
machinery and energy.

Audit

Audit &
Supervisory Board

Accounting
Audit

Audit &
Supervisory Board
Members

Board of Directors

Chairman of the
Board of Directors

Management
Conference

President

Accounting
Auditors

deliberating and determining basic management policies and
other important company matters, as well as supervising the
execution of duties by each individual director. In order for
deliberates only important issues among individual subjects,
such as major investment items, and focuses on the medium-term business plan, annual plans based on it and quarterly
follow-ups of the plans.
• When carrying out its supervisory duties, the Board of Directors respects the opinions of independent officers, particularly outside directors, to ensure a more independent and objective standpoint. In addition to possessing a structure that
features at least two independent outside directors, we will
work to strengthen the support structure and cooperation
between auditors, including independent outside auditors,
accounting auditors and the internal audit department.

Corporate Advisor, Mitsubishi Tanabe Pharma
Corporation
Director of the Company since June 2018
Reasons for election: His rich experience and deep
insight into all facets of corporate management
derived from his experience at a company that
expanded its business activities globally.

Christina L. Ahmadjian
Professor, Graduate School of Business Administration, Hitotsubashi University
Director of the Company since June 2018
Reasons for election: Her extensive experience and
ability to offer a global perspective on corporate
management and corporate governance, which is
her field of research as professor at Hitotsubashi
University.

Sales Units

Affiliates in
Japan and Overseas

R&D Unit

Affiliates in
Japan and Overseas

Production Units

Affiliates in
Japan and Overseas

Cross-Sectional Risk Management
Activity, etc.
Corporate Staff
Group

Audit

Internal Auditing
Department

Corporate Information

the Board of Directors to appropriately fulfill these roles, it

Cooperation

Michihiro Tsuchiya

Financial Information

to long term in keeping with basic principles.

Attorney at Law
Audit & Supervisory Board Member, Japan Wool
Textile Co., Ltd.
Audit & Supervisory Board Member of the Company
since June 2016
Reasons for election: Her extensive experience and
high degree of knowledge in relation to corporate
law, including compliance, derived from her work in
the judicial system as a judge and attorney.

Basis for Growth

1. Overview of Corporate Governance
Structure and Reasons for Adoption

Business Review

important for both sustaining growth and increasing corporate
value over the medium to long term. We are committed to

Overview

Basic Principles Concerning Corporate Governance

Risk Management Committee

Compliance Committee

Corporate Environment Committee

Information Management Committee

CSR Committee
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Directors, Audit & Supervisory Board Members
and Executive Officers
(As of June 28, 2019)

Audit & Supervisory Board Members
Satoru Ogura
Overview

Akira Hayashi
Katsuaki Watanabe*
Osamu
Inoue

Chairman &
CEO

President &
COO

Nozomi
Ushijima

Executive Vice
President

Executive Vice
President

Ikuo Yoshikawa*
*Mr. Katsuaki Watanabe, Ms. Michiko Uehara and Mr. Ikuo Yoshikawa are Outside Corporate Auditors.

Akira
Nishimura

Hideo
Hato

Senior Managing
Director

Senior Managing
Director

Senior Managing
Director

Masaki
Shirayama

Nobuyuki
Kobayashi

Managing
Director

Managing
Director

Managing
Director

Yasuhiro Miyata

Tetsuya Hayashi

Toshiaki Kakii

Kikaku Tokumaru

Shigeru Nakajima

Hiroshi Shikata

Takafumi Uemiya

Hiroshi Iwano

Kenichi Urushibata

Takaaki Yamamoto

Masahiro Kobayashi

Hiroshi Kiyokawa

Tomoaki Nagano

Yoshiyuki Ogata

Yasuyuki Shibata

Soichiro Seki

Yuichi Sano

Hisashi Togawa

Toshiyuki Sahashi

Mitsuhiro Goto

Hidetoshi Saito

Hiroshi Hayami
Masataka Inoue
Hidetoshi Ishiguro
Koji Niikura

Corporate Information

Junji
Ito

Executive Officer

Financial Information

Yoshitomo
Kasui

Managing Executive Officer

Basis for Growth

Mitsuo
Nishida

Michiko Uehara*

Business Review

Masayoshi
Matsumoto

Shigeru Suemori
Masatoshi Nakata
Kazuhira Harada
Hiroshi
Sato

Michihiro
Tsuchiya

Christina L.
Ahmadjian

Director*

Director*

Director*

Kiyonori Yokoi
Atsushi Kittaka
Atsushi Murayama

*Mr. Hiroshi Sato, Mr. Michihiro Tsuchiya and
Ms. Christina L. Ahmadjian are Outside Directors.
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Risk Management

Compliance

Basic Approach

Basic Stance on Compliance

The Sumitomo Electric Group identifies, analyzes and assesses factors that may hinder or adversely affect the execution of its business activities
or achievement of management goals and strategies, and seeks to reduce and minimize risks at reasonable cost and effort. With respect to
cross-sectional risks common to all divisions and affiliates in the Group, the relevant corporate staff divisions, as well as company-wide committees organized by officers in charge, seek to identify, analyze and assess risks in accordance with their area of responsibility and take measures to
mitigate them. For risks associated with business operations in each business division, sales group and R&D group, each division or group will
individually identify, analyze and assess the risks associated with their business operations and take measures to reduce such risks.

Compliance with laws and regulations and maintenance of our corporate ethics form the core of Sumitomo Electric’s management and

Company-wide Committees

Management Conference

Compliance Committee
CSR Committee

Risk Management Committee

organizations in order to reinforce competition law compliance by the entire Group.

Compliance Committee
The Sumitomo Electric Group has established the Compliance Committee, chaired by the president, as an organization that promotes

Public Relations Committee

Risk Management Steering Committee

Corporate Environment Committee

Compliance & Risk Management Office

■Maintenance of legal compliance and
ethical corporate conduct

Legal, Public Relations, Human Resources, Accounting,
Information Systems, Procurement, Logistics, Safety &
Environment, Plant & Production Systems Engineering

measures necessary to develop and further strengthen its compliance system. The committee engages in various activities, including
preparing and distributing the Sumitomo Electric Group Compliance Manual and organizing compliance training seminars. In addition,
the committee identifies and analyzes group-wide compliance risks, disseminates preventive measures, and monitors compliance
activities implemented by each division and subsidiary.

Corporate Staff Group

Risk Manager

Divisions

Risk Manager

Affiliates
Risk Manager

Sumitomo Electric has been working on a business continuity plan (BCP) since 2007 to ensure that core business functions can be maintained
in the event of emergencies such as earthquakes or influenza pandemics and operations can be swiftly resumed after any interruption. Furthermore, we promote business continuity management (BCM) to ensure the continuous improvement of the BCP. In addition to reviewing the
BCP on an annual basis, we verify the effectiveness of emergency response plans and take inventory of supply chain risks.

Strengthening Personal Information Protection/Information Security

Protection of Personal Information
In accordance with its Personal Information Protection Policy, Personal Information Protection Regulations and other rules, Sumitomo Electric
appropriately handles the personal information of its customers, business partners and employees in the course of business in compliance with
laws and regulations pertaining to the protection and use of personal information. The Regulations Concerning Specific Personal Information
Protection were established in November 2015 to ensure the appropriate handling of specific personal information based on the provisions of
laws and regulations and to prevent external leaks and so on. In addition, the Personal Information Protection Policy, Personal Information
Protection Regulations and other rules were revised in response to the full enforcement of the Revised Personal Information Protection Act in
May 2017 and we promote the appropriate protection and use of personal information according to the provisions of laws and regulations.
In addition, with the EU General Data Protection Regulation (GDPR) coming into effect in May 2018, we formulated the Personal Information
Protection Regulations for EU Residents to ensure the proper protection of the personal information of EU residents as specified by the GDPR
and we have concluded contract procedures to facilitate the sharing of the personal information of those residing in the EU within the Sumitomo Electric Group. Furthermore, we have put in place a system for the prompt reporting of any leak, loss, damage or other infringement of the
personal data of EU residents to the supervisory body in the EU.

Strengthening of Information Security Measures
In terms of information security, ICT Management Committees have been set up in China, Thailand, Indonesia, Malaysia and the United States to form the
basis of our global expansion. The work they have done has produced actual results, such as a reduction in the risk of computer virus infection and the
implementation of information security training. In terms of structure, the newly-established SEI-CSIRT (Computer Security Incident Response Team) is
now playing a central role in our efforts to promptly identify and respond to any incidents relating to information security at Group companies.

4. Competition Law Compliance System

The Code is a statement of our shared values and the standards

The Compliance & Risk Management Office has been set up

of conduct that are expected of each of us. It describes the

within the Corporate Staff Group to investigate suspicious

fundamental principles and key policies that govern how we

behavior involving the Group, including cartels and bid rigging,

conduct business. The Code applies to all Company employees,

as well as to implement compliance education based on the

officers, and directors at every level.

Competition Law. In partnership with dedicated organizations
within each business unit, or with the Competition Law Compli-

2. Compliance Education
To check compliance risks, ensure implementation of preventive measures, as well as enhance and spread awareness of
compliance, the Compliance Committee organizes regular
training seminars for all officers and managers every year. New

ance promotion leaders, this office manages and monitors the
state of compliance based on the Competition Law Compliance
Action Guidelines, including rules restricting contact with competitors in the same industry.

employees and newly promoted personnel are also provided

5. Anti-bribery Compliance System

with training seminars. At overseas consolidated subsidiaries, a

Sumitomo Electric introduced an anti-bribery program in April

business code of conduct in line with local laws is being intro-

2013 to enhance its anti-bribery compliance system on a global

duced along with compliance training.

scale. This program has established rules on bribery-related
issues, including ban of bribery, as well as ex ante approval and

3. Speak-Up System
We have established the Speak-Up System, which enables
employees to directly report and consult on potential compliance-related issues, so as to identify and resolve such issues by
ourselves at an early stage. In addition to the Company's compliance staff, a law firm has been appointed as an external contact in the Speak-Up System. To address issues reported

ex post report on gifts, donations and offering entertainment,
in the Bribery Prevention Compliance Policy in response to the
recent tightening of regulations on bribery of domestic and
foreign public officers in the US, Europe and emerging markets.
One bribery prevention manager is appointed in each unit to
build a system to apply the rules.

ducts investigation and takes necessary action. Sumitomo Elec-

6. Awareness of Compliance among
Overseas Group Companies

tric instructed Group companies in Japan to establish their own

We are also committed to the development of the compliance

in-house consultation contacts. At the same time, Sumitomo

system among group companies overseas in line with the

Electric positions outside contacts in its Speak-Up System as

globalization of our businesses. Sumitomo Electric has intro-

those for the entire Sumitomo Electric Group.

duced the Business Code of Conduct (BCC) to overseas con-

through this System, the Compliance Committee swiftly con-

Corporate Information

The Sumitomo Electric Group is working to improve its information management system and related rules in each division and affiliate, and is
enhancing mechanisms to prevent the leakage of information. In terms of social media usage, we have established a social media policy that
specifies basic approaches to its use in addition to social media guidelines that set out specific points to note when using social media. Together, these serve to raise awareness among employees. We will continue to improve the structure of our domestic and overseas affiliates and
enhance employee training to further improve information management within the Group.

1. Code of Conduct

Financial Information

Business Continuity Initiatives

Initiatives to Deepen Awareness of Compliance

Basis for Growth

Business Units,
Sales Units, R&D Unit

Risk Manager
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with the Antimonopoly Act and prompt recruitment of outside experts to conduct studies into other infringement behavior, if any, in
Law Compliance Regulations and established a system to ensure the administration and management of the Regulations by specialized

Board of Directors

■Maintenance of favorable relations with
stakeholders such as customers, suppliers, shareholders/investors, local communities and employees

■Matters stated in the Sumitomo Spirit,
the Sumitomo Electric Group Corporate
Principles and the Sumitomo Electric
Group Charter of Corporate Behavior

related products, we have taken corrective action out of recognition of the seriousness of the matter, including the exhaustive compliance

Business Review

■Social responsibility to ensure stable
supply

In response to the on-site investigation by the Japan Fair Trade Commission (JFTC) in June 2009 concerning optical fiber cables and

Overview

■Impact on business performance and
maintenance of quality and safety

development.

order to identify and eliminate conduct that violates the Act. Additionally, we have conducted intensive training, enforced Competition

Risk Management System

Risk Management Basic Policy

are part of our social responsibility. At the same time, they are the absolute foundation of the Company’s continued existence and

solidated subsidiaries based on the local legal systems and also
provides compliance training seminars for local managers.

38

Financial Information

Management’s Discussion and Analysis
Japan's economy in the current consolidated fiscal year remained steady in the first half, supported by favorable employment condi-

Cashflows

tions and domestic demand centered on capital investment. However, the second half of the year saw exports and production weaken

The fiscal year-end balance of cash and cash equivalents was ¥168.9 billion, a year-on-year decrease of ¥11.2 billion (6.2%).

due to the slowdown in economic activity in China and Europe. In the global economy, U.S.-China trade conflict and uncertainty in the

Net cash provided by operating activities came to ¥177.7 billion, down ¥61.9 billion on the previous fiscal year. This was the result of

economic outlook have led to a decline in consumption and investment in China, affecting other economies and leading to a gradual

factors such as the fluctuation in working capital being subtracted from profit before income taxes of ¥181.4 billion in addition to

slowdown in their economic growth.

depreciation and amortization of ¥148.9 billion – in other words, a cash flow generated by business activity totaling ¥330.3 billion.
In terms of cash flows from investment activities, net cash used came to ¥184.6 billion (up ¥10.3 billion on the previous fiscal year). This
was due, among other factors, to capital expenditure of ¥178.0 billion on the purchase of tangible fixed assets.

strong, the second half of 2018 was marked by a decline in automobile production in China and Europe. The stagnation in the global

Meanwhile, free cash flow, calculated by deducting net cash used in investing activities from net cash provided by operating activities,

smartphone market and decline in demand for cemented carbide tools in certain markets also served to make the situation increasingly

was ¥6.9 billion in the negative (in contrast, free cash flow was ¥65.3 billion in the positive in FY2017).

severe. Against this backdrop, net sales for the current fiscal year came to ¥3,178.0 billion (an increase of 3.1% over ¥3,082.2 billion in
FY2017), securing a year-on-year increase in revenue. In terms of profit, despite the promotion of cost reductions, operating income

Cash flow from financing activities saw a decrease of ¥4.3 billion (a decrease of ¥66.8 billion was recorded in the previous fiscal year).

went down to ¥166.3 billion (a 4% decrease from ¥173.1 billion in FY2017) and the operating income margin came in at 5.2% (0.4

This was mainly due to the payment of dividends subtracted from the increase in loans payable.
Business Review

percentage points down on 5.6% in FY2017) due to an increase in R&D investment as well as declining prices in the automotive business and rising costs associated with such things as additional duties placed on imports by the U.S. and China. Profit attributable to
owners of the parent fell to ¥118.1 billion (decreasing 1.9% from ¥120.3 billion in FY2017).

Net Sales

Environment and Energy

On the back of a concerted effort to expand sales of wiring

In addition to an expansion of sales of electric wires and cables,

harnesses, automotive electronic parts and anti-vibration

the increase in electrical construction work by Sumitomo Den-

rubber, net sales rose by ¥77.5 billion (4.7%) to ¥1,709.4 billion.

setsu Co., Ltd. saw net sales rise by ¥41.8 billion (5.8%) to

In addition to price reductions and an increase in expenses

¥759.8 billion. Operating income rose ¥5.9 billion to come in at

related to R&D for future growth, operating income was also

¥30.1 billion. The operating income margin went up 0.6

influenced by the additional duties placed on imports by the

percentage points to 4.0%. Meanwhile, orders received for

U.S. and China and by weaker earnings from anti-vibration

plant and installation work came to ¥287.1 billion, a decline of

rubber products, declining ¥12.1 billion to ¥84.7 billion. The

¥18.7 billion (6.1%) on the previous fiscal year.

(Billions of yen)

(Billions of yen / %)

(Billions of yen / %)

Operating Income
Operating Income Ratio

3,082 3,177
2,823 2,933 2,814

4.8
134

4.9
143

Profit Attributable to Owners of the Parent
Return on Owner’s Equity

5.3

5.6
173

151

5.2
166

9.1
120 6.5

8.1

7.7

120

108

7.6
118

91

2014

Industrial Materials and Others

In the Infocommunications business segment, while sales of

With the emphasis on primarily expanding sales of cemented

optical fiber cables continued to expand, the effect of transfer-

carbide tools, net sales increased by ¥14.7 billion (4.3%) to

ring portions of this business to another segment and so forth

¥357.8 billion. Year-on-year, operating income rose by ¥22.0

saw a decline in net sales, dropping ¥11.9 billion (5.4%) to

million to ¥28.2 billion. The operating income margin, mean-

¥208.4 billion. Despite the promotion of cost reductions

while, fell by 0.3 percentage points to 7.9%.

through productivity improvement, operating income fell by
¥2.2 billion to ¥16.4 billion due to an increasingly tough business environment. The operating income margin dropped 0.5
percentage points to 7.9%.

2016

2017

2018
(FY)

Overseas Sales /
Overseas Sales Ratio

2014

2015

2016

2017

2018
(FY)

(Billions of yen / %)

Overseas Sales
Overseas Sales Ratio

59.7 58.5
59.5 58.8 1,839 1,858
1,746
1,654
1,647

6.5
2,198

6.8

2016

2017

2018
(FY)

(Billions of yen)

Invested Assets
ROIC

58.3

2015

Capital Expenditures /
Depreciation and Amortization

Invested Assets / ROIC

(Billions of yen / %)

2014

Capital Expenditures
Depreciation and Amortization

7.2

7.9
2,257

7.3
2,317
148
127

2,018 2,140

167
134

184
135

190
171
146

149

Electronics

Corporate Information

Infocommunications

2015

Financial Information

operating income margin fell by 0.9 percentage points to 5.0%.

Basis for Growth

Automotive

Profit Attributable to Owners
of the Parent /
Return on Owner’s Equity

Operating Income /
Operating Income Ratio

Overview

As for business conditions surrounding the Sumitomo Electric Group, while the first half of the year saw business remain relatively

While sales of electronic wires and irradiated tubes continued
to expand, the decrease in FPCs for mobile devices and so
forth saw net sales fall ¥17.4 billion (7.1%) to ¥228.9 billion.

2014

2015

2016

2017

2018
(FY)

2014

2015

2016

2017

2018
(FY)

2014

2015

2016

2017

2018
(FY)

Operating income increased by ¥1.6 billion to ¥7.0 billion as a
result of profitability improvements gained through cost reduction efforts. The operating income margin increased by 0.9
percentage points to 3.1%.
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Basis for Growth

DVVHWV
7KHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQUHVWUXFWXUHGDQGWUDQVODWHGLQWR(QJOLVKZLWKVRPH
H[SDQGHGGHVFULSWLRQVIURPWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRIWKH&RPSDQ\SUHSDUHGLQDFFRUGDQFHZLWK
-DSDQHVH*$$3DQGILOHGZLWKWKHDSSURSULDWH/RFDO)LQDQFH%XUHDXRIWKH0LQLVWU\RI)LQDQFHLQ-DSDQDVUHTXLUHGE\
WKH-DSDQHVH)LQDQFLDO,QVWUXPHQWVDQG([FKDQJH$FW6RPHVXSSOHPHQWDU\LQIRUPDWLRQLQFOXGHGLQWKHVWDWXWRU\
FRQVROLGDWHGILQDQFLDOVWDWHPHQWVSUHSDUHGLQ-DSDQHVHEXWQRWUHTXLUHGIRUIDLUSUHVHQWDWLRQLVQRWSUHVHQWHGLQWKH
DFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
7KHWUDQVODWLRQVRIWKH-DSDQHVH\HQDPRXQWVLQWR86GROODUDPRXQWVDUHLQFOXGHGVROHO\IRUWKHFRQYHQLHQFHRI
UHDGHUVRXWVLGH-DSDQXVLQJWKHSUHYDLOLQJH[FKDQJHUDWHDW0DUFKZKLFKZDVWR867KHVH
WUDQVODWLRQVVKRXOGQRWEHFRQVWUXHGDVUHSUHVHQWDWLRQVWKDWWKH-DSDQHVH\HQDPRXQWVKDYHEHHQFRXOGKDYHEHHQRU
FRXOGLQWKHIXWXUHEHFRQYHUWHGLQWR86GROODUVDWWKLVRUDQ\RWKHUUDWHRIH[FKDQJH
$PRXQWVLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGQRWHVDUHURXQGHGWRWKHQHDUHVWPLOOLRQ\HQ)RUWUDQVODWLRQVLQWR
86GROODUVDPRXQWVDUHURXQGHGWRWKHQHDUHVWWKRXVDQGGROODUV$VDUHVXOWDWRWDOVVKRZQLQWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWVDQGQRWHVGRQRWQHFHVVDULO\DJUHHZLWKWKHVXPRIWKHLQGLYLGXDODPRXQWV

6800$5<2)6,*1,),&$17$&&2817,1*32/,&,(6
D &RQVROLGDWLRQ
7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHWKHDFFRXQWVRIWKH&RPSDQ\DQGDOORILWVVLJQLILFDQWVXEVLGLDULHV$OO
VLJQLILFDQWLQWHUFRPSDQ\WUDQVDFWLRQVDQGEDODQFHVKDYHEHHQHOLPLQDWHG7KHGLIIHUHQFHEHWZHHQWKHFRVWRILQYHVWPHQWV
LQFRQVROLGDWHGVXEVLGLDULHVDQGWKHXQGHUO\LQJHTXLW\DWGDWHVRIDFTXLVLWLRQLVWUHDWHGDVJRRGZLOO
,QYHVWPHQWVLQXQFRQVROLGDWHGVXEVLGLDULHVDQGDIILOLDWHVDUHZLWKPLQRUH[FHSWLRQVDFFRXQWHGIRUXVLQJWKHHTXLW\
PHWKRG,QYHVWPHQWVLQXQFRQVROLGDWHGVXEVLGLDULHVDQGDIILOLDWHVQRWDFFRXQWHGIRUXVLQJWKHHTXLW\PHWKRGDUHVWDWHGDW
FRVW
$OORIWKHRYHUVHDVFRQVROLGDWHGVXEVLGLDULHVWKDWKDYHDILVFDO\HDUHQGLQJRWKHUWKDQ0DUFKKDYHSURFHVVHG
DGGLWLRQDODQQXDOILQDQFLDOFORVLQJVIRUWKH0DUFKHQGGDWHIRUFRQVROLGDWLRQSXUSRVHVDLPLQJDWDPRUHDSSURSULDWH
GLVFORVXUH

E 7UDQVODWLRQRI)RUHLJQ&XUUHQFLHV
$OODVVHWVDQGOLDELOLWLHVRIRYHUVHDVVXEVLGLDULHVDQGDIILOLDWHVDUHWUDQVODWHGLQWR-DSDQHVH\HQDWWKHUHVSHFWLYHILVFDO
\HDUHQGH[FKDQJHUDWHVUHYHQXHVDQGH[SHQVHVDUHWUDQVODWHGDWDYHUDJHH[FKDQJHUDWHVDQGVKDUHKROGHUV¶HTXLW\LV
WUDQVODWHGDWKLVWRULFDOUDWHV7KHUHVXOWLQJIRUHLJQFXUUHQF\WUDQVODWLRQDGMXVWPHQWVDUHVKRZQDVDVHSDUDWHFRPSRQHQW
RIQHWDVVHWVQHWRIQRQFRQWUROOLQJLQWHUHVWV

F &DVKDQG7LPH'HSRVLWV
&DVKDQGWLPHGHSRVLWVLQFOXGHFDVKRQKDQGUHDGLO\DYDLODEOHGHSRVLWVDQGGHSRVLWVZLWKDPDWXULW\RIRQH\HDURUOHVV
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F &DSLWDOL]HGH[SHQGLWXUHVIRUUHVHDUFKDQGGHYHORSPHQWDFWLYLWLHV
G )DLUYDOXHPHDVXUHPHQWRILQYHVWPHQWSURSHUWLHVDQGUHYDOXDWLRQRISURSHUW\SODQWDQGHTXLSPHQWDQGLQWDQJLEOH

Overview

%$6,62)35(6(17,1*&2162/,'$7('),1$1&,$/67$7(0(176
6XPLWRPR(OHFWULF,QGXVWULHV/WG WKH³&RPSDQ\´ DQGPRVWRILWVGRPHVWLFFRQVROLGDWHGVXEVLGLDULHVPDLQWDLQWKHLU
DFFRXQWVDQGUHFRUGVLQ-DSDQHVH\HQDQGLQDFFRUGDQFHZLWKWKHSURYLVLRQVVHWIRUWKLQWKH-DSDQHVH&RUSRUDWH/DZ
WKH³/DZ´ WKH-DSDQHVH)LQDQFLDO,QVWUXPHQWVDQG([FKDQJH$FWDQGLWVUHODWHGDFFRXQWLQJUHJXODWLRQVDQGLQ
FRQIRUPLW\ZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQ-DSDQ ³-DSDQHVH*$$3´ ZKLFKDUHGLIIHUHQWLQFHUWDLQ
UHVSHFWVDVWRDSSOLFDWLRQDQGGLVFORVXUHUHTXLUHPHQWVIURP,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV
7KHDFFRXQWVRIRYHUVHDVFRQVROLGDWHGVXEVLGLDULHVDQGVRPHGRPHVWLFFRQVROLGDWHGVXEVLGLDULHVDUHSUHSDUHGLQ
DFFRUGDQFHZLWKHLWKHU,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGVRU86JHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHVZLWK
DGMXVWPHQWVIRUWKHIROORZLQJVSHFLILHGIRXULWHPVDVDSSOLFDEOH
D *RRGZLOOQRWVXEMHFWWRDPRUWL]DWLRQ
E $FWXDULDOJDLQVDQGORVVHVRIGHILQHGEHQHILWUHWLUHPHQWSODQVUHFRJQL]HGRXWVLGHSURILWDQGORVV

G 6HFXULWLHV
7KH&RPSDQ\DQGLWVGRPHVWLFFRQVROLGDWHGVXEVLGLDULHVFODVVLI\DQGDFFRXQWIRUVHFXULWLHVDVIROORZV
+HOGWRPDWXULW\GHEWVHFXULWLHVDUHVWDWHGDWDPRUWL]HGFRVW,QYHVWPHQWVLQXQFRQVROLGDWHGVXEVLGLDULHVDQGDIILOLDWHV
H[FOXGLQJWKRVHDFFRXQWHGIRUXVLQJWKHHTXLW\PHWKRGDUHVWDWHGDWFRVW
'HEWDQGHTXLW\VHFXULWLHVQRWFODVVLILHGDVDERYHDUHFODVVLILHGDVDYDLODEOHIRUVDOHVHFXULWLHV$YDLODEOHIRUVDOH
VHFXULWLHVZKLFKKDYHIDLUYDOXHVDUHVWDWHGDWWKHIDLUYDOXHDWWKHILVFDO\HDUHQGDQGXQUHDOL]HGKROGLQJJDLQVDQG
ORVVHVQHWRIUHODWHGWD[HVDQGQRQFRQWUROOLQJLQWHUHVWVDUHUHSRUWHGDVDVHSDUDWHFRPSRQHQWRIQHWDVVHWV$YDLODEOH
IRUVDOHVHFXULWLHVZKLFKGRQRWKDYHIDLUYDOXHVDUHVWDWHGDWPRYLQJDYHUDJHFRVW5HDOL]HGJDLQVDQGORVVHVRQVDOHVRI
VXFKVHFXULWLHVDUHFRPSXWHGXVLQJPRYLQJDYHUDJHFRVW
+HOGWRPDWXULW\GHEWVHFXULWLHVDQGDYDLODEOHIRUVDOHVHFXULWLHVPDWXULQJZLWKLQRQH\HDUIURPWKHILVFDO\HDUHQGDQG
KLJKO\OLTXLGLQYHVWPHQWIXQGVDUHLQFOXGHGLQVHFXULWLHVLQFXUUHQWDVVHWV2WKHUVHFXULWLHVDUHLQFOXGHGLQLQYHVWPHQWVLQ
XQFRQVROLGDWHGVXEVLGLDULHVDQGDIILOLDWHVDQGLQYHVWPHQWVHFXULWLHV

H 'HULYDWLYHVDQG+HGJLQJ7UDQVDFWLRQV
7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVXWLOL]HKHGJHDFFRXQWLQJIRUIRUHLJQFXUUHQF\IRUZDUGH[FKDQJHFRQWUDFWV
KHGJLQJIRUHLJQFXUUHQF\PRQHWDU\DVVHWVDQGOLDELOLWLHVIRUHLJQFXUUHQF\VZDSFRQWUDFWVKHGJLQJIRUHLJQFXUUHQF\GHEW
DQGRWKHUVLQWHUHVWUDWHVZDSFRQWUDFWVKHGJLQJLQWHUHVWRQGHEWDQGRWKHUVDQGFRPPRGLW\IRUZDUGFRQWUDFWVHWF
KHGJLQJUDZPDWHULDOV
'HULYDWLYHILQDQFLDOLQVWUXPHQWVDUHVWDWHGDWIDLUYDOXH,IWKHGHULYDWLYHILQDQFLDOLQVWUXPHQWVPHHWFHUWDLQKHGJLQJ
FULWHULDWKH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVGHIHUWKHUHFRJQLWLRQRIJDLQVDQGORVVHVXQWLOWKHKHGJHG
WUDQVDFWLRQVRFFXU&HUWDLQIRUHLJQFXUUHQF\IRUZDUGH[FKDQJHFRQWUDFWVDQGIRUHLJQFXUUHQF\VZDSFRQWUDFWVPHHWLQJ
FHUWDLQFRQGLWLRQVDUHDFFRXQWHGIRUDVDSDUWRIWUDQVODWLQJIRUHLJQFXUUHQF\PRQHWDU\DVVHWVDQGOLDELOLWLHVLQWKH
FRQVROLGDWHGEDODQFHVKHHWV,QFDVHVLQZKLFKDQLQWHUHVWUDWHVZDSFRQWUDFWLVXVHGDVDKHGJHDQGPHHWVFHUWDLQ
KHGJLQJFULWHULDWKHQHWDPRXQWWREHSDLGRUUHFHLYHGXQGHUWKHLQWHUHVWUDWHVZDSFRQWUDFWLVDGGHGWRRUGHGXFWHGIURP
WKHLQWHUHVWRQWKHDVVHWVRUOLDELOLWLHVIRUZKLFKWKHVZDSFRQWUDFWZDVH[HFXWHG
7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVXWLOL]HKHGJLQJLQVWUXPHQWVWRKHGJHULVNVRIIXWXUHFKDQJHVLQIRUHLJQ
H[FKDQJHUDWHVLQWHUHVWUDWHVDQGSULFHVRIUDZPDWHULDOVLQDFFRUGDQFHZLWKUHVSHFWLYHLQWHUQDOSROLFLHVDQGSURFHGXUHV
RQULVNFRQWURO
7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVDVVHVVWKHHIIHFWLYHQHVVRIHDFKKHGJHFRQWUDFWE\FRPSDULQJWKHWRWDO
FDVKIORZIOXFWXDWLRQRIKHGJLQJLQVWUXPHQWVDQGKHGJHGLWHPVH[FHSWLQFDVHVLQZKLFKLQWHUHVWUDWHVZDSFRQWUDFWVDUH
XVHGDVKHGJHVDQGPHHWFHUWDLQKHGJLQJFULWHULD

I $OORZDQFHIRU'RXEWIXO5HFHLYDEOHV
7KHDOORZDQFHIRUGRXEWIXOUHFHLYDEOHVLVSURYLGHGEDVHGXSRQHVWLPDWHGXQFROOHFWLEOHDPRXQWVIRULQGLYLGXDOO\LGHQWLILHG
GRXEWIXOUHFHLYDEOHVDQGKLVWRULFDOORVVH[SHULHQFHIRURWKHUUHFHLYDEOHV

J ,QYHQWRULHV
,QYHQWRULHVDUHVWDWHGPDLQO\DWWKHORZHURIWKHFRVWXVLQJWKHZHLJKWHGDYHUDJHPHWKRGRUQHWUHDOL]DEOHYDOXH

K 3URSHUW\3ODQWDQG(TXLSPHQW ([FOXGLQJ/HDVHV 
7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVXVHWKHVWUDLJKWOLQHPHWKRGRYHUWKHHVWLPDWHGXVHIXOOLIHRIWKHDVVHWWR
GHSUHFLDWHSURSHUW\SODQWDQGHTXLSPHQW

L *RRGZLOO
*RRGZLOOLVDPRUWL]HGRQDVWUDLJKWOLQHEDVLVRYHUDSHULRGZLWKLQ\HDUV PRVWO\RU\HDUV 

M 5HYHQXH5HFRJQLWLRQ &RQVWUXFWLRQ&RQWUDFWV 
:KHQWKHRXWFRPHRIDQLQGLYLGXDOFRQVWUXFWLRQFRQWUDFWFDQEHHVWLPDWHGUHOLDEO\WKHSHUFHQWDJHRIFRPSOHWLRQPHWKRG
LVDSSOLHGRWKHUZLVHWKHFRPSOHWHGFRQWUDFWPHWKRGLVDSSOLHG7KHSHUFHQWDJHRIFRPSOHWLRQDWWKHHQGRIWKHUHSRUWLQJ
SHULRGLVPHDVXUHGE\WKHSURSRUWLRQRIWKHFRVWLQFXUUHGGXULQJWKHSHULRGWRWKHHVWLPDWHGWRWDOFRVW

N 5HVHDUFKDQG'HYHORSPHQW
([SHQVHVUHODWHGWRUHVHDUFKDQGGHYHORSPHQWDFWLYLWLHVDUHFKDUJHGWRH[SHQVHVDVLQFXUUHGDQGWRWDOHG
PLOOLRQ 86WKRXVDQG DQGPLOOLRQIRUWKH\HDUVHQGHG0DUFKDQGUHVSHFWLYHO\
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X 6WDQGDUGV,VVXHGEXW1RW<HW$GRSWHG
䞉$FFRXQWLQJ6WDQGDUGIRU5HYHQXH5HFRJQLWLRQ $6%-6WDWHPHQW1R0DUFK 
䞉,PSOHPHQWDWLRQ*XLGDQFHRQ$FFRXQWLQJ6WDQGDUGIRU5HYHQXH5HFRJQLWLRQ $6%-*XLGDQFH1R0DUFK 

 6XPPDU\
,$6%DQG)$6%MRLQWO\GHYHORSHGFRPSUHKHQVLYHDFFRXQWLQJVWDQGDUGVIRUUHYHQXHUHFRJQLWLRQ³5HYHQXHIURPFRQWUDFWV
ZLWKFXVWRPHUV´ZDVLVVXHGLQ0D\ ,)56E\WKH,$6%DQG7RSLFE\WKH)$6% ,)56LVHIIHFWLYHIRU
ILVFDO\HDUVEHJLQQLQJDIWHU-DQXDU\DQG7RSLFLVHIIHFWLYHIRUILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHU
7KHFRPSUHKHQVLYHDFFRXQWLQJVWDQGDUGIRUUHYHQXHUHFRJQLWLRQZDVGHYHORSHGDQGLVVXHGWRJHWKHUZLWKWKH
LPSOHPHQWDWLRQJXLGHOLQHE\$6%-
)URPWKHYLHZSRLQWRIFRPSDUDELOLW\EHWZHHQILQDQFLDOVWDWHPHQWVZKLFKLVRQHRIWKHEHQHILWVRIFRQVLVWHQF\ZLWK,)56
$6%-GHFLGHGWRHVWDEOLVKLWVDFFRXQWLQJVWDQGDUGZLWKWKHLQFRUSRUDWLRQRIWKHEDVLFSULQFLSOHVRI,)56DQGDGGHG
DOWHUQDWLYHWUHDWPHQWIRULWHPVWKDWKDYHEHHQVXEMHFWHGWRDFFRXQWLQJSUDFWLFHVLQ-DSDQWRWKHH[WHQWWKDWFRPSDUDELOLW\
LVQRWLPSDLUHG

 3ODQQHG$GRSWLRQ'DWH
7KH&RPSDQ\DQGLWVGRPHVWLFFRQVROLGDWHGFRPSDQLHVSODQWRDGRSWWKHVWDQGDUGVIURPWKHEHJLQQLQJRIWKHILVFDO\HDU
HQGLQJ0DUFK

 ,PSDFWRI$GRSWLRQ
7KH&RPSDQ\LVLQWKHSURFHVVRIDVVHVVLQJWKHLPSDFWRIDGRSWLQJWKHDFFRXQWLQJVWDQGDUGV

䞉/HDVH ,)56-DQXDU\DQG$68)HEUXDU\ 

 6XPPDU\
7KHVHVWDQGDUGVUHTXLUHOHVVHHVWRUHFRJQL]HPRVWOHDVHVRQWKHEDODQFHVKHHWUHVXOWLQJLQWKHUHFRJQLWLRQRIOHDVH
DVVHWVDQGOLDELOLWLHV

 3ODQQHG$GRSWLRQ'DWH
7KHIRUHLJQFRQVROLGDWHGVXEVLGLDULHVSODQWRDGRSW,)56IURPWKHEHJLQQLQJRIWKHILVFDO\HDUHQGLQJ0DUFK
DQGDGRSW$68IURPWKHEHJLQQLQJRIWKHILVFDO\HDUHQGLQJ0DUFK

 ,PSDFWRI$GRSWLRQ
7KH&RPSDQ\LVLQWKHSURFHVVRIDVVHVVLQJWKHLPSDFWRIDGRSWLQJWKHDFFRXQWLQJVWDQGDUGV

&$6+$1'&$6+(48,9$/(176
7KHUHFRQFLOLDWLRQVEHWZHHQFDVKDQGWLPHGHSRVLWVLQWKHFRQVROLGDWHGEDODQFHVKHHWVDQGFDVKDQGFDVKHTXLYDOHQWVLQ
WKHFRQVROLGDWHGVWDWHPHQWVRIFDVKIORZVDVRI0DUFKDQGZHUHDVIROORZV

7KRXVDQGVRI
0LOOLRQVRI\HQ


86GROODUV


)<
)<
)<
$VRI 0DUFK 0DUFK  0DUFK
&DVKDQGWLPHGHSRVLWV

 

&DVKHTXLYDOHQWVLQFOXGHGLQVHFXULWLHV

 

 
 
 
'HSRVLWVSODFHGZLWKEDQNVZLWKDPDWXULW\RIRYHUWKUHHPRQWKV

 

&DVKDQGFDVKHTXLYDOHQWV


Overview

O 5HWLUHPHQW%HQHILWV
 0HWKRGRIDWWULEXWLQJH[SHFWHGEHQHILWVWRSHULRGVRIVHUYLFH
:KHQFDOFXODWLQJUHWLUHPHQWEHQHILWREOLJDWLRQVDEHQHILWIRUPXODEDVLVLVXVHGIRUDWWULEXWLQJH[SHFWHGUHWLUHPHQWEHQHILWV
WRSHULRGVRIVHUYLFH

 0HWKRGIRUFDOFXODWLQJH[SHQVHVIRUDFWXDULDOJDLQVDQGORVVHVDQGSDVWVHUYLFHFRVW
7KHDPRXQWIRUGHILQHGEHQHILWOLDELOLWLHV DVVHWV LVEDVHGRQWKHEHQHILWREOLJDWLRQDQGIDLUYDOXHRISODQDVVHWVDWWKHHQG
RIWKHILVFDO\HDU
3DVWVHUYLFHFRVWLVDPRUWL]HGRQDVWUDLJKWOLQHEDVLVRYHUFHUWDLQSHULRGVZLWKLQWKHDYHUDJHUHPDLQLQJVHUYLFH\HDUVRI
HPSOR\HHV PDLQO\\HDUV IURPWKH\HDULQZKLFKLWDULVHVRUDFFRXQWHGIRUDVDQH[SHQVHZKHQLWDULVHVDWVRPH
FRQVROLGDWHGVXEVLGLDULHV
$FWXDULDOJDLQVDQGORVVHVDUHDPRUWL]HGRQDVWUDLJKWOLQHEDVLVRYHUFHUWDLQSHULRGVZLWKLQWKHDYHUDJHUHPDLQLQJ
VHUYLFH\HDUVRIHPSOR\HHV PDLQO\\HDUV IURPWKH\HDUIROORZLQJWKDWLQZKLFKWKH\DULVH$WVRPHFRQVROLGDWHG
VXEVLGLDULHVWKH\DUHDFFRXQWHGIRUDVH[SHQVHZKHQWKH\DULVH

P ,QFRPH7D[HV
,QFRPHWD[H[SHQVHFRPSULVHVFXUUHQWDQGGHIHUUHGWD[
&XUUHQWWD[FRPSULVHVWKHH[SHFWHGWD[SD\DEOHRUUHFHLYDEOHRQWKHWD[DEOHLQFRPHRUORVVIRUWKH\HDUDQGDQ\
DGMXVWPHQWWRWKHWD[SD\DEOHRUUHFHLYDEOHLQUHVSHFWRISUHYLRXV\HDUV,WLVPHDVXUHGXVLQJWD[UDWHVHQDFWHGRU
VXEVWDQWLYHO\HQDFWHGDWWKHUHSRUWLQJGDWH
'HIHUUHGWD[LVDFFRXQWHGIRUE\WKHDVVHWOLDELOLW\PHWKRG'HIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHGHWHUPLQHGEDVHGRQ
WKHILQDQFLDOVWDWHPHQWVFDUU\LQJDPRXQWVDQGWD[EDVHVRIDVVHWVDQGOLDELOLWLHVXVLQJWKHHIIHFWLYHWD[UDWHVLQHIIHFWIRU
WKH\HDULQZKLFKWKHWHPSRUDU\GLIIHUHQFHVDUHH[SHFWHGWREHUHFRYHUHGRUVHWWOHG'HIHUUHGWD[DVVHWVDUHDOVR
UHFRJQL]HGIRUWKHHVWLPDWHGIXWXUHWD[HIIHFWVDWWULEXWDEOHWRRSHUDWLQJORVVFDUU\IRUZDUGV
7KH³3DUWLDO$PHQGPHQWVWR$FFRXQWLQJ6WDQGDUGIRU7D[(IIHFW$FFRXQWLQJ´ $6%-6WDWHPHQW1R)HEUXDU\
 KDVEHHQDGRSWHGIURPWKHEHJLQQLQJRIWKHILVFDO\HDUHQGHG0DUFK$VDUHVXOWLQIRUPDWLRQUHJDUGLQJ
QHWRSHUDWLQJORVVFDUU\IRUZDUGVKDVEHHQDGGHGLQ1RWH

Q /HDVHV
)LQDQFHOHDVHVZKLFKGRQRWWUDQVIHURZQHUVKLSRIWKHOHDVHGDVVHWVDUHDFFRXQWHGIRUDVSXUFKDVHDQGVDOHWUDQVDFWLRQV
DQGDUHGHSUHFLDWHGWRDUHVLGXDOYDOXHRI]HURE\WKHVWUDLJKWOLQHPHWKRGRYHUWKHOHDVHWHUP

R &RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZV
,QSUHSDULQJWKHFRQVROLGDWHGVWDWHPHQWVRIFDVKIORZVFDVKRQKDQGUHDGLO\DYDLODEOHGHSRVLWVDQGVKRUWWHUPKLJKO\
OLTXLGLQYHVWPHQWVZLWKPDWXULWLHVQRWH[FHHGLQJWKUHHPRQWKVDWWKHWLPHRISXUFKDVHDUHFRQVLGHUHGWREHFDVKDQGFDVK
HTXLYDOHQWV

S $SSURSULDWLRQRI5HWDLQHG(DUQLQJV
7KH&RPSDQ\DQGLWVGRPHVWLFFRQVROLGDWHGVXEVLGLDULHVUHFRUGFDVKGLYLGHQGVDVDFKDUJHGLUHFWO\WRUHWDLQHGHDUQLQJV
LQWKHILVFDO\HDULQZKLFKWKHDSSURSULDWLRQRIUHWDLQHGHDUQLQJVLVDSSURYHGDWWKHVKDUHKROGHUV PHHWLQJ

T 8VHRI(VWLPDWHV
7KHPDQDJHPHQWKDVPDGHHVWLPDWHVDQGDVVXPSWLRQVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVOLDELOLWLHVUHYHQXHV
DQGH[SHQVHVDQGWKHGLVFORVXUHRIFRQWLQJHQWDVVHWVDQGOLDELOLWLHVLQSUHSDULQJWKHVHILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\
ZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV$FWXDOUHVXOWVFRXOGGLIIHUIURPWKRVHHVWLPDWHV

U 5HFODVVLILFDWLRQVDQG5HVWDWHPHQWV
&HUWDLQSULRU\HDUDPRXQWVDUHUHFODVVLILHGDQGUHVWDWHGWRFRQIRUPWRWKHFXUUHQW\HDUSUHVHQWDWLRQ7KHVH
UHFODVVLILFDWLRQVDQGUHVWDWHPHQWVKDYHQRHIIHFWRQSUHYLRXVO\UHSRUWHGUHVXOWVRIRSHUDWLRQVRUUHWDLQHGHDUQLQJV
,QSDUWLFXODUXSRQDSSOLFDWLRQRIWKH³3DUWLDO$PHQGPHQWVWR$FFRXQWLQJ6WDQGDUGIRU7D[(IIHFW$FFRXQWLQJ´ $6%-
6WDWHPHQW1R)HEUXDU\ IURPWKHEHJLQQLQJRIWKHILVFDO\HDUHQGHG0DUFKWKH&RPSDQ\DQGLWV
VXEVLGLDULHVFKDQJHGWKHSUHVHQWDWLRQRIGHIHUUHGWD[DVVHWVDQGGHIHUUHGWD[OLDELOLWLHVVXFKWKDWGHIHUUHGWD[DVVHWVDQG
GHIHUUHGWD[OLDELOLWLHVDUHFODVVLILHGDVSDUWRILQYHVWPHQWVDQGRWKHUDVVHWVDQGQRQFXUUHQWOLDELOLWLHVUHVSHFWLYHO\$VD
UHVXOWERWKWKHSULRU\HDUDPRXQWRIWRWDODVVHWVDQGWRWDOOLDELOLWLHVGHFUHDVHGE\PLOOLRQWKURXJKWKHRIIVHWWLQJRI
WKHGHIHUUHGWD[DVVHWVDQGGHIHUUHGWD[OLDELOLWLHVRQWKHVDPHWD[DEOHHQWLW\

V $FFRXQWLQJIRU&RQVXPSWLRQ7D[HV
7UDQVDFWLRQVVXEMHFWWRFRQVXPSWLRQWD[HVDUHUHFRUGHGDWDPRXQWVH[FOXVLYHRIWKHDSSOLFDEOHWD[

W $GRSWLRQRI&RQVROLGDWHG7D[DWLRQ6\VWHP
7KH&RPSDQ\DQGLWVZKROO\RZQHGGRPHVWLFFRQVROLGDWHGVXEVLGLDULHVKDYHDGRSWHGWKHFRQVROLGDWHGWD[DWLRQV\VWHP
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)<

$VRI 0DUFK



Financial Information

0DUFK

$VRI



)<

0LOOLRQVRI\HQ

Basis for Growth

)<



Business Review

0LOOLRQVRI\HQ




 9DOXDWLRQDSSURDFKIRUWKHIDLUYDOXHRIILQDQFLDOLQVWUXPHQWV

&DVKDQGWLPHGHSRVLWVWUDGHQRWHVDQGDFFRXQWVUHFHLYDEOH
7KHFDUU\LQJDPRXQWDSSUR[LPDWHVWKHIDLUYDOXHEHFDXVHRIWKHVKRUWPDWXULW\

6HFXULWLHVLQYHVWPHQWVLQXQFRQVROLGDWHGVXEVLGLDULHVDQGDIILOLDWHVDQGLQYHVWPHQWVHFXULWLHV
6HFXULWLHVLQFXUUHQWDVVHWVDUHVWDWHGDWWKHFDUU\LQJDPRXQWZKLFKDSSUR[LPDWHVWKHIDLUYDOXHEHFDXVHWKH\DUHVHWWOHG
LQWKHVKRUWWHUP,QYHVWPHQWVLQXQFRQVROLGDWHGVXEVLGLDULHVDQGDIILOLDWHVDQGLQYHVWPHQWVHFXULWLHVZKLFKKDYHDTXRWHG
PDUNHWYDOXHDUHVWDWHGDWWKHIDLUPDUNHWYDOXH7KHIDLUYDOXHRIWKRVHZKLFKGRQRWKDYHDTXRWHGPDUNHWYDOXHLV
HVWLPDWHGEDVHGRQWKHSUHVHQWYDOXHRIIXWXUHFDVKIORZVXVLQJDSSURSULDWHFXUUHQWGLVFRXQWUDWHV

7UDGHQRWHVDQGDFFRXQWVSD\DEOH
7KHFDUU\LQJDPRXQWDSSUR[LPDWHVWKHIDLUYDOXHEHFDXVHRIWKHVKRUWPDWXULW\

6KRUWWHUPGHEW
7KHFDUU\LQJDPRXQWDSSUR[LPDWHVWKHIDLUYDOXHEHFDXVHRIWKHVKRUWPDWXULW\RIRQH\HDURUOHVV

%RQGV
7KHIDLUYDOXHRIERQGVLVVWDWHGDWWKHIDLUPDUNHWYDOXH

/RQJWHUPGHEW
7KHIDLUYDOXHRIORQJWHUPGHEWLVHVWLPDWHGEDVHGRQWKHSUHVHQWYDOXHRIIXWXUHFDVKIORZVXVLQJDSSURSULDWHFXUUHQW
GLVFRXQWUDWHV

'HULYDWLYHWUDQVDFWLRQV
6HH1RWH

 )LQDQFLDOLQVWUXPHQWVZKRVHIDLUYDOXHLVKDUGWRGHWHUPLQH

Overview

),1$1&,$/,167580(176
D 4XDOLWDWLYH,QIRUPDWLRQRQ)LQDQFLDO,QVWUXPHQWV
 3ROLFLHVIRUXVLQJILQDQFLDOLQVWUXPHQWV
7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVILQDQFHLQYHVWPHQWLQHTXLSPHQWDQGRSHUDWLQJFDSLWDOIRUEXVLQHVVPDLQO\
WKURXJKERUURZLQJVIURPEDQNVDQGWKHLVVXDQFHRIERQGVLQDFFRUGDQFHZLWKWKHLUFDVKIORZSODQQLQJ7HPSRUDU\H[FHVV
FDVKLVPDQDJHGZLWKORZULVNILQDQFLDODVVHWV7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVXVHGHULYDWLYHWUDQVDFWLRQV
RQO\WRKHGJHULVNVRIIXWXUHFKDQJHVLQFDVKIORZVDQGIDLUYDOXHVDQGQRWIRUWUDGLQJSXUSRVH

 'HWDLOVRIILQDQFLDOLQVWUXPHQWVXVHGDQGWKHH[SRVXUHVWRULVNDQGKRZWKH\DULVH
7UDGHQRWHVDQGDFFRXQWVUHFHLYDEOHDUHH[SRVHGWRWKHFUHGLWULVNVRIFXVWRPHUV7KH&RPSDQ\DQGLWVFRQVROLGDWHG
VXEVLGLDULHVWU\WRUHGXFHDQGPDQDJHWKHULVNDFFRUGLQJWRUXOHVIRUFUHGLWFRQWURO2SHUDWLQJUHFHLYDEOHVGHQRPLQDWHGLQ
IRUHLJQFXUUHQF\DUHH[SRVHGWRIRUHLJQH[FKDQJHULVNV7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVKHGJHWKHULVNV
XVLQJIRUZDUGH[FKDQJHFRQWUDFWVHWFIRUWKHQHWSRVLWLRQRIIRUHLJQFXUUHQF\RSHUDWLQJUHFHLYDEOHVDQGSD\DEOHV
6HFXULWLHVDQGLQYHVWPHQWVHFXULWLHVDUHKHOGPDLQO\WREXLOGDQGPDLQWDLQJRRGWUDGLQJUHODWLRQVKLSVDQGDUHH[SRVHGWR
PDUNHWYDOXHIOXFWXDWLRQULVNV7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVUHYLHZWKHFLUFXPVWDQFHVSHULRGLFDOO\DQG
HYDOXDWHWKHIDLUYDOXHRIWKHVHFXULWLHVDQGLQYHVWPHQWVHFXULWLHVDQGWKHILQDQFLDOFRQGLWLRQRIWKHLVVXHUVZKLFKDUH
JHQHUDOO\EXVLQHVVFRXQWHUSDUWLHV
3D\PHQWWHUPVRIRSHUDWLQJSD\DEOHVVXFKDVWUDGHQRWHVDQGDFFRXQWVSD\DEOHDUHPRVWO\OHVVWKDQRQH\HDU
2SHUDWLQJSD\DEOHVGHQRPLQDWHGLQIRUHLJQFXUUHQF\DUHH[SRVHGWRIRUHLJQH[FKDQJHULVNVEXWLWLVFRQVLVWHQWO\OHVVWKDQ
WKHDFFRXQWVUHFHLYDEOHEDODQFHGHQRPLQDWHGLQWKHVDPHIRUHLJQFXUUHQF\7KHPDLQSXUSRVHRIKROGLQJGHEWDQG
LVVXLQJERQGVLVWRVHFXUHILQDQFLQJIRUHTXLSPHQWDQGRSHUDWLQJFDSLWDO7KHGHULYDWLYHWUDQVDFWLRQVHQWHUHGLQWR
FRPSULVHIRUZDUGH[FKDQJHFRQWUDFWVWRKHGJHH[FKDQJHULVNVRIIRUHLJQFXUUHQF\GHEWVDQGFUHGLWVLQWHUHVWVZDS
FRQWUDFWVWRKHGJHIOXFWXDWLRQULVNVRILQWHUHVWUDWHVDQGIDLUYDOXHIRUGHEWDQGERQGVDQGFRPPRGLW\IRUZDUGWUDQVDFWLRQV
WRKHGJHWKHULVNRISULFHIOXFWXDWLRQIRUUDZPDWHULDOV7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVPDQDJHDQG
FRQWUROWKHVHULVNVDFFRUGLQJWRPDQDJHPHQW¶VUXOHVIRUGHULYDWLYHWUDQVDFWLRQV

E )DLU9DOXHRI)LQDQFLDO,QVWUXPHQWV
7KHFDUU\LQJDPRXQWVDQGIDLUYDOXHVRIWKHILQDQFLDOLQVWUXPHQWVRQWKHFRQVROLGDWHGEDODQFHVKHHWDVRI0DUFK
DQGDUHVHWIRUWKLQWKHWDEOHEHORZ)LQDQFLDOLQVWUXPHQWVZKRVHIDLUYDOXHLVKDUGWRGHWHUPLQHDUHQRWLQFOXGHGLQ
WKHWDEOH
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)RUHLJQFXUUHQF\
IRUZDUGH[FKDQJH
FRQWUDFWV

&RQWUDFWVIRUZKLFK

&RQWUDFWVIRUZKLFKKHGJH
DFFRXQWLQJLVQRWDGRSWHG
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$YDLODEOHIRUVDOHVHFXULWLHVZLWKIDLUYDOXHVRUTXRWHGPDUNHWYDOXHVLQFOXGHGLQVHFXULWLHVLQFXUUHQWDVVHWVDQG
LQYHVWPHQWVHFXULWLHVDVRI0DUFKDQGZHUHDVIROORZV

Overview

6HFXULWLHVLQFXUUHQWDVVHWV

'(5,9$7,9(75$16$&7,216
7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVKDYHHQWHUHGLQWRIRUHLJQFXUUHQF\IRUZDUGH[FKDQJHFRQWUDFWVDQG
IRUHLJQFXUUHQF\VZDSFRQWUDFWVWRKHGJHULVNVRIH[FKDQJHUDWHIOXFWXDWLRQVLQFRQQHFWLRQZLWKIRUHLJQFXUUHQF\PRQHWDU\
DVVHWVDQGOLDELOLWLHVLQWHUHVWUDWHVZDSFRQWUDFWVWRKHGJHULVNVRILQWHUHVWUDWHIOXFWXDWLRQVDQGFRPPRGLW\IRUZDUG
FRQWUDFWVHWFWRKHGJHULVNVRIIOXFWXDWLRQVLQWKHSULFHRIUDZPDWHULDOV7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHV
XVHGHULYDWLYHWUDQVDFWLRQVIRUPDQDJLQJPDUNHWULVNUHODWHGWRUHFRUGHGDVVHWVDQGOLDELOLWLHVDVZHOODVIRUIXWXUH
FRPPLWPHQWVDQGQRWIRUVSHFXODWLRQRUGHDOLQJSXUSRVHV7KH&RPSDQ\DQGLWVFRQVROLGDWHGVXEVLGLDULHVGHDORQO\ZLWK
KLJKO\UDWHGLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVDQGWUDGLQJFRQFHUQVDVFRXQWHUSDUWLHVWRWKHVHWUDQVDFWLRQVWRPLQLPL]H
FUHGLWULVNH[SRVXUH'HULYDWLYHWUDQVDFWLRQVDUHHQWHUHGLQWRE\HDFKRSHUDWLRQDOGLYLVLRQDQGWKHSURFHVVLQJRIWKH
WUDQVDFWLRQVLVFRQWUROOHGDQGUHYLHZHGE\DGPLQLVWUDWLYHGLYLVLRQVLQDFFRUGDQFHZLWKHVWDEOLVKHGSROLFLHVWKDWUHVWULFW
GHDOLQJLQGHULYDWLYHVLQFOXGLQJOLPLWVRQDXWKRULW\DQGDPRXQWV

$GGLWLRQDOLQIRUPDWLRQIRUGHULYDWLYHWUDQVDFWLRQVDVRIDQGIRUWKH\HDUVHQGHG0DUFKDQGLVDVIROORZV

0LOOLRQVRI\HQ

)<
)<












 



&HUWDLQIRUHLJQFXUUHQF\IRUZDUGH[FKDQJHFRQWUDFWVPHHWLQJFHUWDLQKHGJLQJFULWHULDH[FHSWIRUHFDVWHGWUDQVDFWLRQV
DUHH[FOXGHGIURPWKHIDLUYDOXHRIWKHWDEOHDERYHIRUWKH\HDUVHQGHG0DUFKDQG&HUWDLQLQWHUHVWUDWH
VZDSFRQWUDFWVLQWKHDPRXQWRIPLOOLRQ 86WKRXVDQG DQGPLOOLRQIRUWKH\HDUVHQGHG
0DUFKDQGUHVSHFWLYHO\PHHWLQJFHUWDLQKHGJLQJFULWHULDDUHH[FOXGHGIURPWKHWDEOHDERYH
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,17(5(67%($5,1*/,$%,/,7,(6
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0LOOLRQVRI\HQ

䠉

58

1(7$66(76

E 'LYLGHQG,QIRUPDWLRQ

8QGHUWKH/DZWKHHQWLUHDPRXQWRIWKHLVVXHSULFHRIVKDUHVLVUHTXLUHGWREHDFFRXQWHGIRUDVFRPPRQVWRFN+RZHYHU
DFRPSDQ\PD\E\DUHVROXWLRQRIWKH%RDUGRI'LUHFWRUVDFFRXQWIRUDQDPRXQWQRWH[FHHGLQJRIWKHLVVXHSULFHRI

'LYLGHQGVSDLGLQILVFDO\HDU



WKHQHZVKDUHVDVDGGLWLRQDOSDLGLQFDSLWDOZKLFKLVLQFOXGHGLQFDSLWDOVXUSOXV+RZHYHUDQLQFUHDVHUHVXOWLQJIURPD
VKDUHH[FKDQJHFDQEHLQFOXGHGLQFDSLWDOVXUSOXVXSWRWKHIXOODPRXQW

5HVROXWLRQ

7KH/DZSURYLGHVWKDWWKHVPDOOHURIDQDPRXQWHTXDOWRRIWKHGLYLGHQGRUWKHH[FHVVLIDQ\RIRIFRPPRQ
VWRFNRYHUWKHWRWDORIDGGLWLRQDOSDLGLQFDSLWDODQGOHJDOHDUQLQJVUHVHUYHPXVWEHVHWDVLGHDVDGGLWLRQDOSDLGLQFDSLWDO

6KDUHKROGHUV¶PHHWLQJRQ
-XQH

RUOHJDOHDUQLQJVUHVHUYHLQFDVHVLQZKLFKDGLYLGHQGGLVWULEXWLRQRIVXUSOXVLVPDGH
8QGHUWKH/DZDGGLWLRQDOSDLGLQFDSLWDOPD\EHXVHGWRHOLPLQDWHRUUHGXFHDGHILFLWRUPD\EHFDSLWDOL]HGE\D

%RDUGRI'LUHFWRUVRQ

%DODQFHDWHQGRI\HDU

7UHDVXU\VWRFNRXWVWDQGLQJ

6KDUHKROGHUV¶PHHWLQJRQ
-XQH





%DODQFHDWEHJLQQLQJRI\HDU
,QFUHDVHGXHWRSXUFKDVHRIVKDUHVRI
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,QFUHDVHGXHWRSXUFKDVHRIRGGORWVWRFNV
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Corporate Information

2ZQHU¶VHTXLW\ 
:HLJKWHGDYHUDJHQXPEHURI
VKDUHVRXWVWDQGLQJ LQ
WKRXVDQGV 
1XPEHURIHPSOR\HHV DW\HDU
HQG 
$YHUDJHQXPEHURIWHPSRUDU\
HPSOR\HHV

)LQDQFLDO,QGH[HV
2SHUDWLQJLQFRPHQHWVDOHV  
3URILWDWWULEXWDEOHWRRZQHUV
RIWKHSDUHQWQHWVDOHV  
2SHUDWLQJLQFRPHLQYHVWHG






Financial Information

&DVKGLYLGHQGV 






Basis for Growth

7RWDOQHWDVVHWV 


3HU6KDUH'DWD
3URILWDWWULEXWDEOHWR






Business Review

3URILWEHIRUHLQFRPHWD[HV
3URILWDWWULEXWDEOHWRRZQHUVRIWKH
SDUHQW

&DSLWDOH[SHQGLWXUHV 

Overview

)RUWKH\HDUVHQGHG 0DU

1RWH$OOGROODUILJXUHVKHUHLQUHIHUWR86FXUUHQF\<HQDPRXQWVKDYHEHHQWUDQVODWHGIRUFRQYHQLHQFHRQO\DWWKHUDWHRIWR
86WKHDSSUR[LPDWHH[FKDQJHUDWHSUHYDLOLQJRQ0DUFK
&DSLWDOH[SHQGLWXUHVDUHUHFRUGHGDVSURSHUW\SODQWDQGHTXLSPHQW
6HH1RWH
)URPWKH\HDUHQGHG0DUFKWRWKH\HDUHQGHG0DUFKDQGLQWKH\HDUHQGHG0DUFKWKHUHZHUHQRSRWHQWLDOO\GLOXWLYH
FRPPRQVKDUHV
&DVKGLYLGHQGVSHUVKDUHIRUWKH\HDUHQGHG0DUFKLQFOXGHD\HQGLVWULEXWLRQDVFRPPHPRUDWLYHGLYLGHQGVIRUWKHWK
DQQLYHUVDU\
2ZQHU¶VHTXLW\LVWKHVXPRIWRWDOVKDUHKROGHUV¶HTXLW\DQGWRWDODFFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPH
,QYHVWHGDVVHWV WRWDODVVHWVLQWHUHVWIUHHOLDELOLWLHV
$VGHVFULEHGLQ1RWH U WKH³3DUWLDO$PHQGPHQWVWR$FFRXQWLQJ6WDQGDUGIRU7D[(IIHFW$FFRXQWLQJ´ $6%-6WDWHPHQW1R)HEUXDU\
 KDVEHHQDGRSWHGIURPWKHEHJLQQLQJRIWKHILVFDO\HDUHQGHG0DUFK7KHILQDQFLDOGDWDDQGLQGH[HVIRUWKH\HDUHQGHG
0DUFKKDYHEHHQDGMXVWHGUHWURVSHFWLYHO\WRFRQIRUPWRWKLVDFFRXQWLQJVWDQGDUG
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Corporate Information
Sumitomo Electric Industries, Ltd. (As of March 31, 2019)

PRINCIPAL SHAREHOLDERS

HEAD OFFICE (OSAKA)

Number of
Shares Held
(Thousands)

5-33, Kitahama 4-chome, Chuo-ku, Osaka 541-0041, Japan

Shareholding
Percentage
(%)

Japan Trustee Services Bank, Ltd.
(trust account)

58,646

7.52

Nippon Life Insurance Company

24,703

3. 1 7

JP MORGAN CHASE BANK 385151

16,231

2.08

NORTHERN TRUST CO. (AVFC)
RE SILCHESTER
INTERNATIONAL INVESTORS
INTERNATIONAL
VALUE EQUITY TRUST

15,929

2.04

SUMITOMO LIFE INSURANCE
COMPANY

15,556

1.99

Issued: 793,940,571 shares

Japan Trustee Services Bank, Ltd.
(trust account 5)

14,505

1.86

NUMBER OF SHAREHOLDERS

Japan Trustee Services Bank, Ltd.
(trust account 4)

1 1 ,948

1.53

STATE STREET BANK WEST CLIENT TREATY 505234

1 1 ,700

1.50

STATE STREET BANK AND TRUST
COMPANY 505225

1 1 ,101

1.42

241,252

30.93

Akasaka Center Building, 1-3-13, Motoakasaka,
Minato-ku, Tokyo 107-8468, Japan

ESTABLISHED
1897

NUMBER OF EMPLOYEES
Consolidated: 272,796
Non-Consolidated: 5,377

COMMON STOCK

59,884

STOCK EXCHANGE LISTINGS
Three domestic stock and securities exchanges:
Tokyo, Nagoya, and Fukuoka
Ticker Code: 5802

SHAREHOLDER REGISTER MANAGER

SHARE PRICE RANGE (Yen)

Financial Information

Sumitomo Mitsui Trust Bank, Limited.
1-4-1, Marunouchi, Chiyoda-ku, Tokyo, 100-8233, Japan

Total

Basis for Growth

7.8 1

Business Review

60,928

Overview

The Master Trust Bank of Japan, Ltd.
(trust account)

HEAD OFFICE (TOKYO)

(Yen)
2,000
1,800
1,600
1,400

Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar.
2018

BREAKDOWN OF SHAREHOLDERS
Financial Institutions

331,204 thousand shares
41.72% (Shareholders: 193)

2019

Corporate Information

1,200

Securities Companies
28,056 thousand shares
3.53 % (Shareholders: 56)

Other Corporations

36,197 thousand shares
4.56% (Shareholders: 654)

Individuals and Others

89,319 thousand shares
11.25% (Shareholders: 58,207)

Foreign Investors

295,308 thousand shares
37.19% (Shareholders: 773)

Treasury Stock

13,858 thousand shares
1.75%
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https://global-sei.com/

