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The 57th Annual General Meeting of Shareholders was held on March 20, 2011 at Hotel 

Nikko Tokyo. Here are the excerpts of CEO, Shiggi Yawata’s explanations to the 

shareholders on the operational results for 2011. 

  

DifficuDifficuDifficuDifficult external environmentslt external environmentslt external environmentslt external environments    

 

After getting back on the growth path in 2010, 2011 turned out to be a difficult year for 

Sumida starting from a steep rise of raw materials price such as copper. Minimum wage 

in China that is the biggest cost factor for us was raised higher than expected. Stagnant 

sales in Asia were another adverse factor in the consumer electronics sector. In addition 

to these difficulties our sales amount in yen was negatively affected by an unusually 

strong yen against euro and the US dollar. 

 

Consolidated financial resultsConsolidated financial resultsConsolidated financial resultsConsolidated financial results        

Due to the difficult external environments explained above, financial results in 2011 

were worse than the previous year. Sales was 52.7 billion yen, slightly lower (minus 

1.3%) than a year earlier. Operating profit was down 40.9% from the previous year to 

2.1 billion yen and net income plummeted 77.5% compared to the previous year to 496 

million yen.                  

    
SumidaSumidaSumidaSumida’’’’s management strategys management strategys management strategys management strategy of risk diversification of risk diversification of risk diversification of risk diversification    

 

Sumida has been taking the management strategy to diversify risks, i.e., diversification 

of markets, regions and currencies. 

 

Diversification of Markets 

1. Consumer electronics : Over 50 years of successful performance in this market 

2. Automotive : World’s leading share in ABS coils and keyless-entry system 

3. Industrial : Medical/health care equipment and solar power generation    

 

Diversification of Regions 

1. Japan/Asia  :         49% of total sales 

2. Europe  :             37% of total sales  



3. North America :        14% of total sales 

 

Diversification of Currencies 

1.  Yen     :              23% of total sales & 14% of total costs 

2.  Euro   :               52% of total sales & 35% of total costs 

3.  US dollar & others   :  25% of total sales & 51% of total costs  

 

 

With diversification of risks in the areas of markets, regions and currencies Sumida is 

determined to continue to have a stable management of the company coping with 

whatever happens at any time and anywhere in the future. 

  

Market Market Market Market situations situations situations situations     

 

Consumer electronicsConsumer electronicsConsumer electronicsConsumer electronics market market market market    

Overall consumer electronics market suffered sluggish sales in 2011 except for market 

for smart phone and tablet PC. But we believe that there are still many opportunities in 

the emerging countries, where the markets have still been expanding, although 

markets in the developed countries seem to have reached saturation. Under these 

market conditions we will focus on developing more profitable products and bring them 

into the emerging markets faster than our competitors to gain a market share there. As 

for power inductors which are our core products, we will develop a multilayered-type 

designed for smart phone and tablet PC. 

 

AutomotiveAutomotiveAutomotiveAutomotive market market market market    

Sales of automotive-related products which have leading share in this market, such as 

ABS coils, keyless entry systems and HID lamps have steadily increased in 2011. 

However, due to rising price of copper which is a major component of total 

manufacturing costs, profitability of those products has been less than expected. We 

expect our profitability to stabilize and improve once current negotiations with the 

customers to make prices of our products go hand in hand with copper price have been 

completed. With the increasing number of HEV/EV out in the market applications of 

coils related to charging function have become more and more important. As 

development of charging stations is needed at the national and regional level, we have 

to consider mid- and long-term investment in our components and modules not only for 

hybrid and electric vehicles, but also for the infrastructure of plug-in stations.    



 

Industrial marketIndustrial marketIndustrial marketIndustrial market    

Sales in medical/health care market have been steadily increasing. We assume that this 

trend will continue with the world’s aging population expanding. At the same time sales 

of power conditioners aimed for solar power generation is expected to grow steadily. In 

this market also we will look for business opportunities including infrastructure. 

 

Analysis of Analysis of Analysis of Analysis of consolidatedconsolidatedconsolidatedconsolidated operating profit operating profit operating profit operating profit    

    
Compared to the previous year, operating profit decreased 14.5 billion yen. 

Major reasons for the decline from a year earlier are as follows. 

Raw materials costs and labor costs in China increased 645 million yen and 437 million 

yen respectively, which negatively impacted on operating profit. On the other hand 

operating profit increased 351 million yen due to foreign exchange gain from 

appreciation of euro against US dollar which had occurred in the first half of 2011. From 

now on we will aim for enhancement of profitability by improving productivity in 

addition to risk diversification.   

 

    
    
Explanations to major qExplanations to major qExplanations to major qExplanations to major questions received from uestions received from uestions received from uestions received from the the the the shareholders shareholders shareholders shareholders     
    
1. 1. 1. 1. Dividend policyDividend policyDividend policyDividend policy    

As previously explained we have a basic dividend policy set forth herein, which remains 

unchanged. 

-Minimum annual dividend of 20 yen per share 

-Basic dividend payout ratio of 25-30% 

-Prior disclosure of dividend payment schedule  

 

In 2011 we had to settle for the minimum dividend payment since targets in the 

business plan have not been achieved. 

 

2. 2. 2. 2. Loans from the banksLoans from the banksLoans from the banksLoans from the banks        

According to some of the securities analysts and fund managers, one of the criteria to 

decide to buy Sumida shares is the bank loans in our balance sheet. In the past years 

Sumida raised funds through the bank loans with reasonably low interest rates to 



finance acquisitions of the companies both in Japan and overseas in accordance with 

our basic policy of diversifications of markets and regions. These loans, we believe, are 

not detrimental to our mid- and long-term financial strength because they are backed 

up by the fixed-term payment schedules. On the other hand, we strengthened our cash 

management system through a financing subsidiary established in 2009 in Netherlands, 

which unifies management of total cash we hold in various regions in the world. 

 

3.3.3.3. ForeiForeiForeiForeign currency translation adjustmentgn currency translation adjustmentgn currency translation adjustmentgn currency translation adjustment 

We have “foreign currency translation adjustment” in our Shareholders’ equity in the 

amount of negative 1.29 billion yen. This is the foreign currency translation difference 

between the time of investment and the end of December 2011. For example, when we 

acquired assets some years ago in Germany in euro it was converted into Japanese yen 

by using exchange rate at the time of acquisition to reflect it in our balance sheet. After 

that the acquired assets in euro are revalued in Japanese yen at every fiscal year end by 

using the latest exchange rate between euro and yen. The difference of the yen amounts 

is treated as “foreign currency translation adjustment”. With the appreciation of yen we 

have a negative foreign currency translation adjustment, which is what we currently 

see in our balance sheet. On the contrary, when yen is depreciated we have positive 

figures in that account. However, as this is just a pure accounting treatment, no cash is 

involved in this practice. 

    

4.4.4.4. CashCashCashCash flow flow flow flow    

The reasons why net cash provided by operating activities significantly decreased 

compared to the previous year while sales were only slightly lower are as follows. 

   -Sharp rise of copper price 

   -Minimum wage increase in China 

   -Yen’s appreciation 

   -Buildup of inventory  

 

In order to improve this situation we have committed ourselves to enhance profitability 

when implementing mid-term business plan starting this year  

        

    

    



Company Information SessionCompany Information SessionCompany Information SessionCompany Information Session    

 

In addition to the regular agendas for the annual general meeting of shareholders the 
outline of Sumida’s short/mid-term strategy was explained.  

Recently Sumida has developed a long-term Master Plan covering 10 years starting this 
year. In this Master Plan there are three necessary steps Sumida has to take. 

I)I)I)I) Realignment and foundation building Realignment and foundation building Realignment and foundation building Realignment and foundation building (2012(2012(2012(2012----2014)2014)2014)2014)    

II) Market development and growth (2015-2017) 

III) Growth and diversification (2018 and beyond) 

 

On the first stage from 2012 through 2014 we will focus on the following short/mid-term 
strategies.  

①①①① PPPProfitabrofitabrofitabrofitabilityilityilityility enhancement enhancement enhancement enhancement    

We will improve productivity through a severe cost control and expansion of 
semi-automation processes and build up a strong organization structure focusing 
on sustainable profitability. 

②②②② Global cash managementGlobal cash managementGlobal cash managementGlobal cash management    

We will aim for a more efficient use of funds through centralized management of 
surplus funds and increase the level of foreign exchange control which we have 
been putting our efforts into.  

③③③③ Product managementProduct managementProduct managementProduct management    

We will try to increase the number of markets we are present in through 
introduction of new products and to increase market share by further developing 
existing successful product lines. 

④④④④ Organizational resilience and adaptabilityOrganizational resilience and adaptabilityOrganizational resilience and adaptabilityOrganizational resilience and adaptability    

We will enhance organizational resilience and adaptability to volatile external 
environments through balanced approach towards markets and regions we are 
doing business in, and currencies in which we sell our products and incur costs. 

 

We will aim to strengthen our balance sheet by achieving the above four goals as the 
highest priorities for the coming four years. 

 

((((Concerns and challenges Concerns and challenges Concerns and challenges Concerns and challenges in each regionin each regionin each regionin each region))))  

①①①① AsiaAsiaAsiaAsia    

-Minimum wage increase in China 



 More-than-expected increase continues even in suburban cities, and at least 
average 13% per annum increase is expected hereafter.  

   -Unpredictable natural disasters such as major floods in Thailand and the great east 
Japan earthquake in 2011   

   -Appreciation of renminbi  

 

 (Countermeasures) 

  -Improvement of productivity and expansion of automated processes in the factories 

   In our main factory in Panyu, China more and more automated processes are being 
introduced on the production lines. It is important to transfer those lines to the 
satellite plants.  

  -Building new factories in the countries other than China, for example in Laos, 
Cambodia to diversify production risks and also to reduce exposures to renminbi 

  -Increase of sales on a renminbi out of products manufactured in China 

 

②②②② GermanyGermanyGermanyGermany    

Since we acquired VOGT in 2006 we had continued to restructure the company. As a 
result we closed down a factory in Austria and put production sites together in 
Romania, which have contributed to improved profitability and increased sales to 
German car makers. From now on we will put more resources in solar power 
generation market in Germany, where the most proactive approach to that business 
has been taken. We will also focus on medical/health care market there, where a 
high future growth is expected.   

 

③③③③ North AmericaNorth AmericaNorth AmericaNorth America    

We will strengthen our business in North America with the following strategies. 
There are some customers in North America which have planning division there but 
manufacturing sites in China and Central & South America. For those customers 
we design and develop our coils used for their products based on specifications 
provided by them. For car manufacturers we will expand our business by working 
together with our experienced team in Europe. We will also develop our business 
with the customers in niche markets like medical and aerospace.       

 

 

As explained above the VOGT companies we acquired in Germany six years ago have 
significantly contributed to our automotive business, and the companies acquired in 
Japan five years ago have brought about synergistic effects for medical/health care and 
solar power generation businesses.  

    


