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Furukawa Electric Group celebrated its 125th 
anniversary this year. At the time of our founding in 
1884, copper smelting and electric cables were the 
twin pillars of our business. Since then, we have 
expanded our domains across two centuries on the 
foundation of these two sources of business. Copper 
smelting gave rise to businesses such as wrought 
copper and aluminum, and electric cables led to 
ventures such as power cables, telecommunication 
cables and foamed products, which have taken their 
respective paths to growth. The trajectory of our 
company follows the steps we have taken to support 
the development of social infrastructure through our 

continued technological innovation in these versatile 
fields.

Today, we operate on a global scale, drawing upon our 
three material powers of metals, polymers and glass, 
the core competencies we have nurtured throughout 
our history, and applying them to the five business 
fields of telecommunications, energy and industrial 
products, electronics and automotive systems, metals, 
and light metals. We intend to contribute to the 
realization of a truly affluent, sustainable society 
through our endless pursuit of technological 
innovation.
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Telecommunications 
Achieved the world’s highest level of 
400mW with 1480nm semiconductor 
laser for large-volume transmission 
optical amplifiers

Electronics and Automotive Systems  
Began sales of chip antennas for wide-area 
mobile devices

Metals
Achieved the world’s smallest AC loss with yttrium-
based high-temperature superconducting cable

Telecommunications
Developed optical transceiver with lowest 
energy consumption in the world; used for 
optical wiring in next-generation computers
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Fiscal 2008 witnessed the advance 
of the global recession that 
impacted the performance of the 
Furukawa Electric Group, driving down 
both revenue and profit. In this 
report, Masao Yoshida, President of 
Furukawa Electric Co., Ltd., shares
his views on the Group’s policies 
and strategies for regaining 
profitability under the severe 
economic conditions that are 
expected to prevail.

Masao Yoshida
President
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Please start by explaining the 
company’s performance for the 
fiscal year under review and your 
outlook for the next fiscal year.

While we were forced to report 
declines in both revenue and income 
in the face of a severe business 
environment, we plan to return to 
the black in the next fiscal year by 
accelerating our drive toward 
globalization and raising the 
efficiency of our assets.

During this period, a major U.S. financial institution 
collapsed in mid-September, triggering a rapid 
deterioration of the global economy.

In this environment, the Furukawa Electric Group 
exhibited solid performance at least during the first half 
of the fiscal year, led by automotive products and 
supported by the strength of the transmission 
infrastructure business in developing countries in Asia 
and South America. In the latter half, however, the 
situation took a turn for the worse as we faced the 
rapid wave of inventory adjustment in areas such as 
components for electronic devices and automotive 
products, and suffered an additional blow from the 
sharp decline in copper and aluminum ore prices. As 
a result, all segments reported decreased revenues for 
the full year, and consolidated net sales fell 12.0% from 
the previous fiscal year to ¥1,032.8 billion.

This pattern applied to income and expenses as 
well, where profit increased year-on-year in the first half 
of the fiscal year due to surging demand from 
developing countries, followed by a substantial decline 
in the latter half due to a rapid decrease in net sales. 
Consequently, with the exception of services, all other 
segments suffered losses, and consolidated operating 
income plunged 79.9% from the previous fiscal year to 
¥9.8 billion.

Moreover, there was an extraordinary negative 
factor totaling ¥22.7 billion, which included an 
incremental rise in depreciation expense due to the 
revised tax system in fiscal 2009 (¥5.2 billion), a decline 
in operating income from the bare metal price (¥8.0 
billion), evaluation of inventory by adoption of the 

lower-of-cost-or-market method (¥3.2 billion), surging 
prices of fuel and auxiliary materials (¥4.0 billion), and 
foreign exchange loss (¥2.3 billion). As a result of these 
factors, consolidated net loss amounted to ¥37.4 
billion, or a loss of ¥52.7 billion from the previous fiscal 
year.

Despite the severity of our business environment, 
we upheld our basic policy of paying solid dividends, 
and paid an annual dividend of ¥6.0 per share (¥3.5 at 
the end of the interim term and ¥2.5 at the end of the 
full year) for the fiscal year under review.

With respect to our outlook for the next fiscal year, 
while we expect recovery in the automobile market will 
take time, global investments in telecommunications 
and energy infrastructure led by developing countries 
remain robust, and we plan to reinforce our response to 
this demand from the global market.

In light of these expectations, while we expect 
consolidated net sales to decrease to ¥807.0 billion in 
the next fiscal year, we will work to raise the efficiency 
of our assets by reducing fixed costs by ¥12.0 billion 
compared with the fiscal year under review and by 
concentrating and integrating production in our 
traditional business segments, such as the processed 
copper and magnet wire businesses. We will also 
strive to return to the black at all levels of earnings. 
We therefore forecast consolidated operating income 
of ¥10.0 billion (up ¥200 million year-on-year), 
consolidated ordinary income of ¥7.0 billion (up ¥21.8 
billion) and consolidated net income of ¥2.5 billion (up 
¥39.9 billion).

Tell us about your concrete 
strategies for enhancing the 
efficiency of assets.

We will promote selection and 
concentration to streamline 
management by restructuring 
our portfolio.

One of the strengths of the Furukawa Electric Group 
derives from its notably broad spectrum of businesses 
that extends beyond the power cable sector. Yet, 
despite the broad range of our business domains, to 
some extent, risks are not sufficiently dispersed and 

Q1

A1

A2

Q2
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performance is somewhat vulnerable to economic 
change.

To raise asset efficiency for the entire Group, I think 
it will be necessary to ascertain the characteristic 
features of each business and clearly distinguish those 
businesses in which we can demonstrate our strengths 
and those in which we cannot, and then boldly select 
and discard businesses as necessary. This also applies 
to our investment strategy, since investing equally in 
each business can only result in equalized returns. 
This means discarding low-growth businesses and 
concentrating only on high-growth areas. Restructuring 
our portfolio in this way is a major future direction for 
our Group.

Where, then, can the Furukawa Electric Group 
demonstrate its strengths? I intend to concentrate our 
management resources into two areas—the 
transmission infrastructure business, where we can 
expect global market demand, and in the niche 
materials business, where we possess distinctive 
technologies. On the other hand, we will seek to 

improve the efficiency of our traditional businesses 
with high fixed costs and low growth potential, 
such as copper processing, through integration and 
reorganization.

We intend to streamline management by promoting 
selection and concentration to enhance asset efficiency 
while at the same time restraining price fluctuation risks. 
In fact, the Furukawa Electric Group’s total assets have 
decreased from ¥1.2 trillion in fiscal 2002 to ¥800 billion 
today. Considering the rise in copper prices, actual net 
sales have increased since then, so we have already 
achieved a considerable level of streamlining. We will 
aim to achieve our present target of 1.2 times total 
asset turnover while proceeding to even further 
enhance asset efficiency.

Please explain in more detail the 
transmission infrastructure 
business, which constitutes an 
important pillar of the company’s 
earnings.

We will respond to stable demand 
by demonstrating our strengths in 
global production and supply.

With respect to the optical fiber and optical device 
markets in the transmission infrastructure business, 
although in advanced countries these markets are 
reaching maturity, broadband subscribers are 
increasing at a pace of 17% per year in developing 
countries, and demand is stable from a global 
perspective. On the other hand, cost competition is 
extremely severe and it is difficult to make a profit. 
However, in areas such as pump lasers, where 
competitors are retreating under the pressure of cost 
competition, Furukawa Electric is the only company that 
has maintained a broad product lineup, and I expect 
this will ensure our market durability.

In recent years, data traffic such as video 
distribution has shown more pronounced growth than 
the number of subscribers, and the demand for 
large-volume transmission is expected to grow even 
stronger. Furukawa Electric has a global supply system 
for optical fibers and optical cables through OFS＊1, 

which could present a major opportunity as long as 

A3

Q3
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A4

Q4we can balance demand and supply. Even if we cannot 
ultimately avoid cost competition, our policy is to 
concentrate on areas where we can compete on 
functionality.

Next, let’s look at the power cable market, which 
constitutes the other pillar of the transmission 
infrastructure business. Global demand appears to 
be stable and the market has a remarkably steady 
undertone. There are two aspects of power 
infrastructure: replacement demand from advanced 
countries and infrastructure development demand 
from developing countries. We expect investments to 
continue over the next thirty to forty years, and we 
recognize this area as a target for concerted effort.

With respect to replacement demand from 
advanced countries, as demand grows for highly 
efficient transmission technology from an environmental 
viewpoint, as seen in the Smart Grid＊2, which has 
become a hot topic, expectations run high for 
Furukawa Electric’s wide-ranging response 
capabilities, including peripheral equipment. As for 
infrastructure development demand from developing 
countries, I think the early establishment of our 
high-voltage cable factory in Shenyang will provide 
a major advantage for responding to infrastructure 
demand from China and India.

As evident in high-voltage cables, the Japanese 
power cable industry has traditionally been highly 
regarded for its technology. As a company that has 
survived fierce competition in this industry, we intend 
to fully demonstrate our technological strength. In 
concrete terms, I would like to see us develop 
sustained, large-scale businesses by extending 
beyond simply supplying cables to providing solution 
services that include technical assistance only 
possible from a leading company, and thereby forge 
ongoing relationships with energy companies in India 
and China.

What are your overall policies for 
overseas markets, which are 
expected to become even more 
important in the future?

We will respond to the needs of the 
global market through middle-end, 
low-cost manufacturing, with a 
special emphasis on the ASEAN 
market.

In recent years, globalization has risen in priority for 
various industries, and like others, the Furukawa 
Electric Group is also experiencing a decline in net 
domestic demand. We are also aware of the need to 
place even greater emphasis on overseas markets 
and to strengthen the global development of our 
businesses.

While the BRICs countries are often cited as 
specific target regions, I am particularly focused on the 
ASEAN market. The population of the ASEAN region 
as a whole has reached 500 million, a considerably 
large market compared with Japan’s population of 120 
million, even if we discount the lower income levels. 
Our primary business there will be infrastructure, such 
as electric power and telecommunications. In addition, 
we are considering the automotive industry, where we 
can expect steady demand.

But the volume zone in the global markets, 
including ASEAN, does not lie in the high-specification 
products that are the forte of Japanese companies. 
For example, high volume can be expected for 
products such as Nano—the low-price automobile 
sold by an Indian automaker that recently made the 
news—in products that compete on price rather than 
quality, to use a less sympathetic expression.

Therefore, if we took our high-end, high-cost 
products overseas, they would only be accepted by 
the upper class. Recognizing this, Furukawa Electric is 
transforming into middle-end, low-cost manufacturing 
that targets the middle class.

Even a product with the most basic specifications 
will ultimately lose out to the competition if customers 
do not choose to purchase it. In five to ten years’ time, 
when the standard of living of today’s middle class has 
improved, demand will emerge for the higher-end 

＊1 OFS
Overall term for optical fiber and optical cable operating companies OFS 
Fitel, LLC and OFS Bright Wave, LLC, purchased from U.S. Lucent 
Technologies Inc. in 2001.

＊2 Smart Grid
Concept for next-generation power infrastructure centered on the United 
States and spreading worldwide. Involves improving the reliability and 
efficiency of the power transmission network through active use of IT. The 
United States has announced it will include large-scale investments in its 
economic stimulus package.
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products that are currently welcomed in Japan. And 
we want to continue manufacturing products sought 
by this class of customers.

We are aware of the urgent need to develop 
human resources who can act with a global 
perspective. This is not, however, something that can 
be achieved with ease in a short period. Therefore, 
even as we are developing the human resources, we 
are also looking into a stronger and more effective 
public relations strategy to raise brand recognition in 
developing countries such as China and India, as well 
as bolstering local support staff.

Considering compliance is 
becoming ever more important for 
companies, how would you describe 
your approach in this area?

We will strive for thorough 
compliance through active 
in-house communication.

In recent years, compliance has grown increasingly 
important for corporate management.

During this period, The Furukawa Electric Group 
caused significant inconvenience and concern among 
our shareholders due to problems inherent in our 
system of compliance, which led to the cancellation 
of our JIS mark certification for copper tubes, a 
cease-and-desist order against price-fixing in the 
foamed products business, and an inspection of our 
premises by the Fair Trade Commission in connection 
with our optical fiber transactions. We recognize that 
the gravity of these incidents requires serious 
reflection, and we intend to do our utmost to prevent 
any recurrence and to restore trust by retraining 
employees on compliance and other measures.

I believe that structural improvements for 
eliminating price-fixing are particularly necessary for 
surviving in overseas markets, and we intend this time 
to make an all-out effort to thoroughly change our 
mindset from the ground up. At present, a third-party 
investigation committee has been established, and we 
are working to determine the causes and prevent a 
recurrence.

I feel that a company that is struggling with 

compliance may also have problems with in-house 
communication. Within the Furukawa Electric Group, 
we are focusing on in-house education through 
measures such as the publishing of our bi-monthly 
corporate bulletin, but that is far from enough. I make 
a point to visit each worksite myself and talk to each 
individual employee.

Finally, please share with us your 
strategies for achieving further 
growth.

We will demonstrate our 
technological competence by 
determining the technology platforms 
that provide us with an edge.

To achieve continued growth, we will have to select and 
discard businesses to enhance asset efficiency.A5

Q5
A6

Q6
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To this end, while it is important to determine the 
competence and growth potential of the business itself, 
I think we must start out by determining which 
technology platform will provide strength. As long as we 
maintain a competitive advantage in the technology 
platform, we will be able to develop other businesses 
from that technology once the life of a particular 
business comes to an end.

From the technology platform perspective, we 
are focusing our attention on the potential of laser 
technology. For example, light source lasers can be 
applied to visible lasers by changing the wavelength. At 
present, we already possess the three primary colors, 
red, blue and green, which we believe could be 
extended into display equipment, such as display 
monitors and projectors. Our competence in the laser 
technology platform can be demonstrated beyond 
telecommunications into non-telecommunication areas 
as well.

Furthermore, the scope of applications for industrial 
lasers is extremely wide, including optical equipment 
such as electronic microscopes and metal processing 
such as cutting and molding. Lasers are also used for 
dental treatment. Furukawa Electric will be establishing 
a research laboratory specializing in laser technology to 
develop applications as quickly as possible, so please 
stay tuned.

Another example from the Niche Materials Business 
is the GaN power device＊3, which has recently 
attracted significant attention in the electronics and 
automotive systems market. This device features low 
loss equivalent to one-tenth that of conventional silicon 
semiconductors, and the product is expected to 
become a “green device” that contributes to the 
building of a low-carbon society.

The technology of compound semiconductors that 
realized this cutting-edge device is yet another 
technology platform that provides us with strength. 
Actually, in theory the GaN crystal formation technology 
uses the same synthesizing technology applied in the 
yttrium compounds we have nurtured in our research 
on superconductors. The technology can be applied to 
many other areas. For example, in solar power 
generation, it can realize extremely high efficiency in 
transforming light to electricity.

Furukawa Electric possesses many more promising 

technologies that utilize our diverse material 
technology. For example, our optical amplifier recently 
received the Prime Minister’s Award in the Honorary 
Awards for Industry-Academia-Government 
Collaboration＊4.

We also plan to create an Incubation Business 
Division to develop a system for rapidly commercializing 
these technologies. We hope to fulfill the expectations 
of our shareholders and investors by delivering more 
exciting news at a faster pace.

＊3 GaN power device
Power device that uses GaN (gallium nitride). Given their characteristically 
low energy loss compared to silicon semiconductors, which have been the 
mainstream of conventional power devices, expectations are high for 
commercialization as a result of developing higher efficiency power devices. 
In June 2009, Furukawa Electric announced the establishment of a 
technology research association for jointly developing a GaN power device 
with Fuji Electric Advanced Technology Co., Ltd.

＊4 Honorary Awards for Industry-Academia-Government Collaboration
System for awarding successful efforts that have significantly contributed 
to promoting industry-academia-government collaboration. In the Seventh 
Honorary Awards for Industry-Academia-Government Collaboration 
announced in June 2009, Furukawa Electric, along with the Tohoku 
University Research Institute of Electrical Communication and NTT Network 
Innovation Laboratories, was accorded the highest honor by receiving the 
Prime Minister’s Award for the development and enhancement of the 
Erbium Doped Fiber Amplifier (EDFA).

Masao Yoshida
President



The Smart Grid has been gaining significant attention 
since it was included in the Obama administration’s 
Green New Deal.
The objective of this next-generation power supply 
network is to optimize the flow of electricity by utilizing 
IT, affording several expected advantages, such as 
stabilizing power supply, enhancing power quality and 
reducing environmental impact by saving energy and 
promoting the use of renewable energy sources.
This raises high expectations for Furukawa Electric, as 
one of the few companies with the expertise and core 
technologies in both electric power infrastructure and 
telecommunications infrastructure—two areas that are 
essential for realizing the Smart Grid.

Focusing on developing the essential core technologies 
for next-generation power supply systems

As illustrated by the diagram, the Smart Grid does not 

represent individual technologies or facilities, but embodies 

diverse technologies and concepts. Highly reliable 

superconducting cables and power components are 

particularly important for enhancing the reliability of the 

power distribution network. These constitute Furukawa 

Electric’s core areas since our foundation, and we have built 

up the world’s premier knowledge and expertise in these 

core technologies for the Smart Grid.

The Smart Grid is expected to promote the introduction 

of new energy sources (dispersed power sources), such as 

wind power and solar power, but it also requires close 

In Focus

Realizing the Smart Grid, the ideal power 
supply system
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Supply (Micro Grid)
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Superconducting Cables
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Power Cables
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Energy Management Electric Vehicles

Power Storage Functions

Smart Grid

IT UtilizationNext-Generation Power Supply System

Central Power Plant

Offices

Storage

Virtual Power 
Plant

Superconducting Fault Current Limiter

Power Storage
(SOC monitors for lead-acid batteries)
Ultra Battery
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coordination with conventional energy sources. To 

coordinate these energy sources with new ones, Furukawa 

Electric is engaged in R&D of innovative control systems, 

comprised of power storage devices, power conditioners, 

and so on.

Furthermore, with an eye on the future we are pursuing 

R&D for superconducting power cables using yttrium-based 

oxide. These cables can significantly cut power loss during 

transmission to a quarter of that using conventional cables 

and were introduced as the ace card of CO2 reduction 

measures at the recently held Lake Toya Summit. Not only 

used with superconducting power cables, the technology can 

also be applied to power storage systems and current-limiting 

devices that absorb unexpected current surges.

Applying a broad range of elemental technologies to the 
Smart Grid, such as linkage with electric vehicles

Constructing the Smart Grid requires a broad range of 

technologies from various fields in addition to the core 

technologies for power supply. For example, linkages with 

information networks will be required for determining the 

level of electricity use on the demand side for companies 

and households. Furukawa Electric provides a variety of 

products in this domain as well, such as optical cables and 

optical telecommunication devices.

We also possess elemental technologies that contribute 

to the development of peripheral equipment and systems, 

such as Smart Meters that realize remote metering and 

Demand.

R&D Themes

Furukawa Electric Products—
Elementary Technologies at Work

Keywords

Renewable Energy Offshore Wind Power

Demand Response Smart Meters

Micro
Turbines

CHP

Houses 

Fuel Cells 

Wind Turbines

Industrial Plant

Next-Generation Automatic Meter Reading

Next-Generation Automatic Power Distribution

Heat Storage

Cogeneration

Heat Sink

Superconductivity-applied Devices

Optical cables, closures, optical components, ONU, HUB

11ANNUAL REPORT 2009



The Furukawa Electric Group defines compliance as not only compliance with laws but also 
behavior in line with the values and ethics required for a company as a constituent member of 
society as well as for individual employees.

We make sure that every employee becomes familiar with the Furukawa Electric Group 
Action Guidelines, which define our basic stance on compliance, and we promote compliance 
through a system comprising the Central Compliance Committee chaired by the CSRO and 
Compliance Committees set up at each individual works and branch.

We have also introduced an internal system for anonymous reporting to detect and remedy 
compliance violations at the earliest possible opportunity.

In addition, we implemented the following three compliance measures in fiscal 2008:

(1) Delivered lectures on compliance for the entire company
(2) Introduced a compliance contract signed by managers
(3) Created a Compliance Priority Company System

Affiliated companies with major issues concerning compliance, internal control, and related 
areas are designated as Compliance Priority Companies that are required to submit an 
improvement plan to the head of the CSR Division and take necessary corrective actions. They 
are also subject to guidance for improvement and monitoring by the related Company 
President and Corporate Division Chief, who in turn will present a quarterly progress report to 
the Management Committee.

The Furukawa Electric Group recognizes its corporate responsibility to society is to 

provide products and services that contribute to social development and to improving 

people’s lives while emphasizing public regulations and corporate ethics, reduced 

environmental burden associated with business activities, and product safety, as well 

as the safety of employees and the local community.

To meet these social responsibilities, the Group formulated the Furukawa Electric 

Group Basic Policy on CSR in February 2007, thereby establishing a structure for 

reinforcing CSR efforts across the entire Group.

Under this structure, we plan to conduct corporate activities that effectively balance 

the three factors of business, environmental protection and social contribution by 

deepening communication with our stakeholders and further advancing and 

developing the CSR activities of the Group.

CSR Activities
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Compliance

The Furukawa Electric Group has introduced a system for certifying and registering products 
defined as environmentally sound products that contribute to lowering the negative impact or 
having a beneficial affect on the environment, as determined through an evaluation of the entire 
product lifecycle. We are working to expand the distribution of these products.

Relationship with the Global Environment
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The Furukawa Electric Group established the Involvement with Local Communities in May 
2008.

In the past, we have undertaken various social contribution activities rooted in the local 
community and we intend to further strengthen these efforts to fulfill our responsibility as a 
member of society through activities centered on nurturing the next generation, promoting 
sports and culture and coexisting with the local community.

Relationship with Society and Local Communities

The Furukawa Electric Group seeks to carry forward and strengthen the bonds it has 
cultivated with society over the past century to pass on an even brighter future for generations 
to come by contributing to society through business activities as well as by undertaking 
steady, consistent social contribution activities centered on nurturing the next generation, 
promoting sports and culture and coexisting with the local community.

Furukawa Electric Group’s Basic Policy on Social Contribution Activities

Commercial lead batteries for automobiles
(The Furukawa Battery Co., Ltd.)

Environmentally sound products must exhibit overall improvements over conventional 
products by meeting agreed-upon environmental criteria in every stage, from the purchase of 
raw materials and parts to manufacturing, use, distribution and disposal. After application and 
screening by the division, products that pass the screening by the Environmentally Sound 
Product Development Committee, a cross-sectional organization of the Furukawa Electric 
Group, are registered as environmentally sound products. The system was established in 
September 2008, and 16 items have been registered over a six-month period.

In addition, the “e-friendly” logo was created in fiscal 2008 to identify the Furukawa Electric 
Group’s environmentally sound products. This logo is displayed on the packaging of these 
products and utilized for sales 
promotion. 

We will continue expanding 
distribution of environmentally sound 
products while establishing 
benchmarks for environmental 
performance in an effort to increase 
visibility in this area. Through the 
creation of innovative technologies 
and environmentally sound products 
that exceed existing standards, 
we hope to further advance a 
recycling-oriented society toward 
its sustainability.

“e-friendly” logo



Corporate Governance
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Corporate Governance Organization Chart

The Furukawa Electric Group strives to enhance its performance by promptly responding to 
changes in the business environment and the market through efficient management based on 
prompt decision making. At the same time, we ensure sound management by developing and 
establishing an internal control system. We uphold the basic policy of seeking to expand and 
develop our operations on a sustainable basis and to raise corporate value through these 
efforts.

We not only pursue complete compliance across the Group but also provide society with 
excellent products and technologies that enrich people’s lives while maintaining harmony with 
the earth’s environment. We fulfill our corporate social responsibility to develop solid 
relationships with all stakeholders, including shareholders, business partners, local 
communities and employees and to remain a company that is valued by society.

Basic Philosophy

Monitoring and 
Supervision 

Business Operation
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Board of Directors
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Furukawa Electric has adopted the organizational structure of a Company with Auditors and 
emphasizes the functions of a system of Auditors and Board of Auditors that is independent 
from the Board of Directors. We are also taking various steps in managing the Board of 
Directors to strengthen the monitoring and supervising of operational execution and to 
accelerate decision making.
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Management Organization

Furukawa Electric is currently addressing several compliance-related issues. In August 2008 
we received a reprimand and our JIS mark certification for copper tubes was cancelled. In 
March 2008 we received an elimination order in relation to the antimonopoly act against 
price-fixing in the foamed products business and were ordered to pay penalties. And in June 
2009 we were subject to an onsite inspection by the Fair Trade Commission in connection with 
transactions in optical fiber and related products. We are aware of the gravity of these incidents 
and intend to do our utmost to prevent any recurrence and to restore trust through such 
actions as thoroughly retraining our employees in compliance. With regard to the JIS 
performance tests, we reviewed our quality control structure and implemented preventive 
measures against recurrence, such as by revising our standards. We subsequently regained 
JIS certification on April 9, 2009. Regarding our antitrust law violation, we plan to take action 
against recurrence following a thorough investigation of the causes by an investigative 
committee led by outside experts. As these efforts are underway, we will seek to prevent any 
recurrence by providing training and promoting thorough awareness among our sales staff and 
by strengthening our monitoring activities.

Report on Compliance Issues

Furukawa Electric establishes, develops and operates its internal controls based on the 
following six principles:

(1) Efficient Execution of Responsibilities
(2) Compliance System
(3) Risk Management System
(4) Information Management System
(5) Group Company Management
(6) Sound, Reliable Financial Statements

Reinforcing Internal Controls
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+ Demand for LAN cables in Brazil 
   was solid
− Demand for optical cables in Japan  
   was weak
− Demand for optical cables of OFS 
   in North America was sluggish
− FX loss by 1.0

+ Demand for optical cables of OFS 
   increases in Europe
+ Demand for optical fibers in Asia is 
   surging
− Weak demand for optical cables   
   continues in Japan

+ Up 1.2 due to the sale of 
   loss-making subsidiaries in US in 
   FY2007, 1st half
+ Demand for optical amplifiers and 
   lasers for NGN was solid in Japan
+ Demand for routers and CATV- 
   related products was robust in 
   Japan

+ Firm demand for optical amplifier for 
   NGN continues
+ Demand for optical lasers is surging 
   in China and US
− Conservative forecast for routers  
   and CATV-related products in Japan

Looking at the market environment 
for this segment in fiscal 2010, 
demand for optical fibers, led by 
China, is dramatically growing in 
Asia (Graph 1), due to the use of 
optical fiber cables to build third-
generation cellular phone networks in 
addition to investments in fixed 
telecommunications networks. These 
developments have led to an 
increase in our exports from Japan. 
Robust demand is also evident in 

India, where we have decided to 
establish a joint venture for laying 
optical fiber cables in October 2009.
Telecommunication carrier projects 
have also been launched in Europe.
Meanwhile, North and South 
American markets are expected to 
remain weak due to the impact of the 

recession. In the Japanese market, 
while demand for optical fibers has 
matured and remains weak due to 
the considerable advance in FTTH, 
we expect solid demand for optical 
device-related products used in NGN 
(Graph 1).

Telecommunications

We will respond to increasing demand for optical 
fiber cables centered on Asia.
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Energy
+ Demand for high-voltage cables 
   was solid in China
− Weak demand for industrial cables 
   in Japan
− Back spread from copper caused 
   metal loss
Industrial products
− Demand for semiconductor tapes 
   slowed down
− Demand for foamed products sluggish

Energy
+ Strong demand for HV cables 
   continues in China
+ Demand for industrial cables 
   recovers in Japan
+ Metal gain of copper wires recovers
Industrial products
+ Demand for foamed products 
   recovers in overseas market
− Weak demand for foamed products 
   continues in Japan

In our outlook for this segment in 
fiscal 2010, we expect sustained 
increases in demand for ultra-high 
pressure cables in fast-growing 
regions (Graph 2). Shenyang 
Furukawa Cable Co., Ltd., which 
supplies high-quality cable products 

as China’s top maker, has 
continuously expanded production 
capacity to meet rising demand. This 
year, we will further boost capacity 
by 25% to respond to market 
expectations.
On the other hand, we expect 

business in copper wires and 
low-pressure cables to remain 
low-key due to stagnant demand 
in the construction sector. For this 
reason, we are working to streamline 
our operations through measures 
such as integrating production.

Market environment and response

World electricity demand

Energy and Industrial Products

We will boost ultra-high pressure cable production 
capacity to meet demand in fast-growing regions.
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In our outlook for this segment in 
fiscal 2010, while we expect 
gradually improving demand for 
wrought copper products such as 
copper strips and tubes used in 
electronics, we assume it will fall 

short of a full recovery and that 
severe conditions will prevail. On the 
other hand, we anticipate a recovery 
in demand for copper foils used in 
lithium ion batteries and FPC. And in 
line with the startup of the market for 

automotive lithium ion batteries, 
we plan to expand our production 
capacity as the top maker in this 
area.

Metals

We will increase production capacity of copper 
foils used in lithium ion batteries.

− Demand for copper strips and 
   pipes declined drastically
− Demand for copper foil declined 
   drastically in 2nd half

+ Demand for copper foil recovers 
   from the beginning of FY2009
− Weak demand for copper strips and 
   pipes continues
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In our outlook for this segment in 
fiscal 2010, we expect demand for 
automotive parts such as wire 
harnesses to recover in the second 
half of the fiscal year. The business 

environment for magnet wires 
remains harsh, and we are 
streamlining business, including 
operations at our subsidiaries. On 
the other hand, we expect favorable 

conditions to prevail for electronic 
components such as aluminum blank 
materials for HDD and heat sinks. 
We are also preparing to mass 
produce glass blank materials.

Electronics and Automotive Systems

We will focus on electronic components, taking 
advantage of favorable conditions in this market.

Market environment and response

+ Batteries were robust due to the 
   decline of price of lead
− Demand for wire harnesses 
   declined in 2nd half
− Demand for ELC and magnet wires 
   was sluggish
− Effect of FX loss by 0.7

+ Production of glass blanks starts
− Weak demand for wire harnesses 
   and ELC continues
− Price of batteries falls due to price 
   decline of lead0
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In our outlook for this segment in 
fiscal 2010, we expect demand will 
begin to recover in the second half of 
the fiscal year for rolled aluminum 
products such as materials for 
automobiles, hard discs and exports. 
With respect to thick plates, for 

which Furukawa Sky maintains a 
competitive advantage, and while 
demand from semiconductor and 
liquid crystal fabrication equipment 
will remain weak, we will focus on 
areas with future growth potential 
related to thick plates used in 

substrate holders for solar power 
generation.
In June 2009, we began to 
structurally reform our rolled sheet 
business by reorganizing the 
production system.

0.4

Light Metals

We will focus on future growth areas such as 
solar power generation.

− Sales volume declined in 2nd half 
   generally
− Effect of price hike of crude oil and 
   auxiliary material -2.6
− Effect of tax reform -2.8

+ Demand recovers in 2nd half
+ Effect of crude oil and auxiliary 
   material price fall +3.5
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Cost of sales

Selling, general and administrative expenses
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Income (loss) before income taxes and minority interests
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Cash dividends per common share (yen and U.S. dollars)
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Total current assets

Property, plant and equipment, net of accumulated depreciation

Total assets

Total current liabilities

Cash flows from operating activities

Cash flows from investing activities

Cash flows from financing activities

Thousands of
U.S. dollarsMillions of yen

$10,538,847 
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0.061
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CONSOLIDATED FINANCIAL REVIEW
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The consolidated financial statements for the fiscal year 
ended March 31, 2009 (fiscal 2009) include the business 
results of 107 subsidiaries and 16 affiliates accounted for 
using the equity method.

In the fiscal year under review, five subsidiaries were added 
while six subsidiaries were dissolved, one due to a merger 
and five due to liquidation,  and two subsidiaries were 
removed due to divestiture.

With respect to consolidated equity-method affiliates, two 
were added and two were removed due to liquidation.

Net sales
In fiscal 2009, while prices for crude oil and other materials 
steadied at high levels during the first half of the year, the 
financial crisis caused by the U.S. subprime loan issue had 
considerable impact on the real economy during the latter half 
of the year. The global economy deteriorated rapidly as the 
U.S. economy entered a recession amid flagging domestic 
demand and a worsening employment situation and the 
European economy also turned downward in the face of 
waning private consumption and declining exports. In the 
Asian region, the economic recession in the U.S. and Europe 
caused a slowdown in the Chinese economy, which had 
been maintaining positive growth. The Japanese economy 
remained steady at the onset but weakened under the 
influence of the global economic slowdown as corporate 
earnings sharply dropped due to the rapid strengthening of 
the yen and decreasing exports, and as 
the employment situation deteriorated. The downward trend 
intensified in the wake of the global financial crisis.

In this context, the Furukawa Electric Group focused on 
the energy transmission business, such as power cables and 
optical fibers used in the power transmission and 
telecommunications segments, and on the metals and plastic 
materials business in the segments of components for 

electronic devices and automotive parts. At the same time, we 
continued to achieve progress in restructuring our business 
and Group companies, and sought to raise efficiency and 
strengthen group management. We also endeavored to cut 
costs by improving production yields and productivity and 
thoroughly reviewing our expenses and to enhance asset 
efficiency by reducing inventory and sales receivables.

Our electric transmission business fared well in newly 
emerging countries in Asia and South America, and sales of 
automotive products remained strong during the first half of 
the fiscal year. However, sales declined in the latter half of the 
fiscal year due to sudden inventory adjustments in segments 
such as electronic components and automotive products, 
and the additional impact of a sharp drop in the price of bare 
metals such as copper and aluminum. As a result, 
consolidated net sales fell 12.0% from the previous fiscal year 
to ¥1,032.8 billion.

Results by Business Segment
Telecommunications
Consolidated net sales decreased 2.5% from the previous 
fiscal year to ¥159.1 billion. While sales remained strong for 
LAN cables in South America and for optical components 
used in NGNs (next-generation networks) in Japan, net sales 
declined due to factors including stagnant demand for optical 
fiber cables in Japan and overseas.

With respect to optical fiber cables, we raised production 
efficiency and cut production costs in Japan by integrating 
the production operations at Furukawa Electric’s production 
sites in Mie and Chiba prefectures. We started making capital 
investments to expand production in Europe in the previous 
fiscal year and expect these investments will contribute to 
enhancing our business performance when demand recovers 
in Europe.

Energy and Industrial Products
Consolidated net sales decreased 11.9% from the previous 
fiscal year to ¥277.4 billion. Sales of high voltage cables 
remained robust in China and other overseas markets. 

Scope of Consolidation

Overview of Business Performance
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However, sales fell due to factors such as a decline in 
demand for industrial power cables in Japan, a considerable 
drop in demand for cable cores and stagnant demand for 
foamed plastic products for construction and other markets. 
We suffered a further blow from falling sales in tapes used to 
manufacture semiconductors in the latter half of the fiscal 
year.

In response to vigorous demand in China, we made capital 
investments to expand production of high voltage power 
cables at Shenyang Furukawa Cable Co., Ltd., our 
wholly-owned subsidiary in China. In addition, as part of our 
drive to restructure and strengthen the electric power 
component segment, we turned Inoue Manufacturing Co., 
Ltd., a maker of high voltage electronic components, into a 
wholly-owned subsidiary through a stock swap.

Furukawa Electric also reached an agreement with SWCC 
Showa Holdings Co., Ltd. on integrating the sales divisions 
for general-purpose power cables for the construction and 
power-distribution markets and for electric wire peripherals of 
Furukawa Elecom Co., Ltd., a wholly-owned subsidiary of 
Furukawa Electric, and SWCC Showa Cable Systems Co., 
Ltd., a wholly-owned subsidiary of SWCC Showa Holdings 
by the target date of April 1, 2010. Through this merger, we 
intend to offer our customers a higher level of service by 
unifying our brands in major product categories and 
consolidating the marketing and logistics operations of the 
two companies.

Metals
Consolidated net sales fell 20.3% from the previous fiscal 
year to ¥170.2 billion. Although sales of electrolytic copper 
foils for lithium ion batteries remained favorable in the first half 
of the fiscal year, demand fell in the latter half, and sales of 
copper strips for digital appliances, copper pipes for air 
conditioners and copper foils for cellular phones stagnated 
due to a cooling in the electronic device component market.

Light Metals
Consolidated net sales decreased 9.5% to ¥234.0 billion. 

Although sales of aluminum thick plates used for 
semiconductor and liquid crystal fabrication were favorable in 
the first half of the fiscal year, demand for products fell sharply 
due to a sudden inventory adjustment in automotive products 
and other segments and to a pullback in spending based on 
expectations for a sudden drop in bare aluminum prices. As a 
result of these and other factors, sales volume decreased in 
nearly all products categories.

Electronics and Automotive Systems
Consolidated net sales fell 16.7% from the previous fiscal 
year to ¥223.8 billion. While sales of wire harnesses remained 
strong during the first half of the fiscal year due to steady sales 
of minicars and other vehicles with Furukawa Electric 
products, demand for magnet wires, aluminum blank materials 
for memory disks and heatsinks (heat radiating components 
for electronic devices) retreated in the latter half due to 
stagnation in the market for electronic device components.

Services and Others
Consolidated net sales for this segment fell 9.7% from the 
previous fiscal year to ¥41.3 billion.

Cost of sales/Selling, general and administrative 
expenses 
While cost of sales decreased 10.3% from the previous fiscal 
year to ¥899.4 billion, the cost of sales ratio declined by 1.7 
percentage points to 87.1%.

Selling, general and administrative expenses rose 0.2% 
from the previous year to ¥123.6 billion. General and 
administrative expenses increased by ¥1.9 billion because the 
R&D expenditures of some subsidiaries previously in cost of 
sales were reallocated in fiscal 2009.

Net loss
Operating income declined ¥38.7 billion from the previous 
fiscal year to ¥9.8 billion. In the first half of the fiscal year, 
revenue increased as a result of the surging price of crude oil, 
which affected our business, offset by growing demand in 
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emerging countries. Profit significantly decreased due to a 
sharp drop in sales during the latter half of the period. Factors 
for the ¥22.7 billion loss include an incremental depreciation 
expense rise due to the revised tax system in fiscal 2009 
(¥5.2 billion), a decline in operating income from the bare 
metal price (¥8.0 billion), evaluation of inventory by adoption 
of the lower-of-cost-or-market method (¥3.2 billion), surging 
prices of fuel and auxiliary materials (¥4.0 billion), and foreign 
exchange loss (¥2.3 billion).

Other expenses (net) increased ¥23.2 billion to ¥40.6 billion.
This was primarily due to the fact that while net gains on 

sales of investment securities increased ¥2.6 billion from the 
previous fiscal year, net foreign exchange loss increased ¥15.4 
billion. Impairment loss increased ¥9.8 billion, and provision for 
environmental costs increased ¥10.6 billion.

As a result, loss before income taxes and minority interests 
was ¥30.9 billion (US$0.3 billion), leading to a net loss after 
income taxes and minority interests in loss of consolidated 
subsidiaries of ¥37.4 billion (US$0.4 billion).

Dividends
Furukawa Electric intends to pay dividends to shareholders, 
upholding its basic policy of paying solid dividends, while 
maintaining a long-term outlook on future income trends and 
business development.

The company adheres to the basic principle of paying cash 
dividends twice a year out of its earned surplus as interim and 
full-year dividends. Full-year dividends paid out of earned 
surplus are determined by the shareholders’ meeting and 
interim dividends are decided by the Board of Directors 
meeting. For fiscal 2009, the company paid a dividend of ¥6.0 
per share (interim dividend was ¥3.5 per share) based on the 
above principle. The company will also seek to strengthen its 
financial condition by securing retained earnings.

The company stipulates in its articles of incorporation that 
it can pay an interim dividend based on the record date of 
September 30 of each year through a resolution by its Board 
of Directors.

In fiscal 2009, income before income taxes and minority 
interests decreased by ¥61.9 billion from the previous fiscal 
year to ¥30.9 billion. On a consolidated basis, cash and cash 
equivalents increased by ¥9.6 billion compared with the end of 
the previous fiscal year to ¥53.5 billion due to a decrease in 
payments for the acquisition of property, plant and equipment 
and a decrease in expenditures for bond redemptions, which 
had substantially increased in the previous fiscal year.

Net cash provided by operating activities was ¥78.7 billion. 
While there was a reversal of income before income taxes from the 
previous fiscal year to a net loss, net cash provided by operating 
activities remained favorable due in part to improved operating 
capital from reductions in trade receivables and inventories.

Net cash used in investing activities was ¥51.3 billion. This 
was due to decreased payment for purchase of property, 

plant and equipment.
Net cash used in financing activities was ¥14.6 billion. 

This was the result of a decrease in repayment of long-term 
debt, which had significantly increased in the previous fiscal 
year, and a decrease in payment for the repurchase of 
treasury stock.

Since launching the Furukawa Survival Plan in 2004, a three-year 
medium term management plan, we have endeavored to sell 
investment securities and real estate holdings and reduce 
interest-bearing debt to bolster our financial condition.

As a result, interest-bearing debt decreased by ¥15.9 
billion from the previous fiscal year to ¥383.1 billion.

Looking ahead, we will seek to further reduce 
interest-bearing debt through a renewed effort to raise asset 
efficiency by reducing inventory and trade receivables. In terms 
of numerical targets, we intend to reduce the inventory turnover 
period to no more than 1.0 months, total asset turnover to 1.1 
and the debt-to-equity ratio to 1.3 by March 31, 2010.

The Furukawa Electric Group maintains a solid R&D structure 
that enables it to create and develop new businesses through 
innovative products and technologies and to aggressively 
pursue R&D activities. Furukawa Electric Co., Ltd. operates 
five research laboratories in Japan, including Yokohama R&D 
Laboratories, the Metal Research Center, the Ecology and 
Energy Laboratory, the FITEL Photonics Laboratory, and the 
Automotive Technology Center, which are further 
complemented by the research laboratories of other Group 
companies. We also operate two overseas laboratories, OFS 
Laboratories in the U.S. and FETI in Hungary. Total R&D 
expenditures in fiscal 2008 were ¥19.9 billion. The major 
results of our R&D activities segment were as follows:

Telecommunications
(1) We are applying our microstructured fiber technology to 

develop a multi-core fiber. We expect this work will lead to 
a breakthrough for the optical communications that 
dramatically expands transmission capacity and conserves 
material resources used as cable components.

(2) We completed development chips for arrayed waveguide 
grating (AWG) devices. The chips apply higher refraction 
waveguide grating, enabling smaller size and lower cost 
while exhibiting properties equal to or exceeding 
conventional devices, and proceeded to establish a 
mass-production system for modules.

(3) In GE-PON technology, which constitutes the access lines 
for FTTH and enterprises, we began providing customers 
with equipment that features reduced volume—as much 
as 1/40th that of standard SFP packages—without 
sacrificing existing functionality when installed as an ONU 
on the subscriber side.

Cash Flows

R&D Activities

Liquidity
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(4) In mass-produced wavelength tunable laser modules, we 
paved the way for commercialization and began expanding 
the sales of modules for integrable tunable laser assemblies 
(ITLA) that comply with the MSA industry standard.

(5) In receiver-transmitters for optical interconnections, we 
developed a module capable of 10 Gbps X 12 CH 
transmission with the world’s lowest electricity 
consumption by applying our proprietary 1060-nm VCSEL.

(6) We developed effective sheathing material to prevent fiber 
disconnection caused by a species of cicada that lays 
eggs on optical drop cables, a problem experienced 
mainly in western Japan. We have confirmed effectiveness 
in field tests and plan to expand sales.
R&D expenditures for the segment totaled ¥6.5 billion.

Energy and Industrial Products
(1) We succeeded in developing an environment-friendly 

cable used inside and between electronic devices that 
achieves both vertical flame resistance and flexibility. This 
product will reduce the environmental impact of cable 
components, which had been difficult in conventional 
electronic devices. We are currently promoting the product 
in combination with our Eco-Ace Plus for electronic 
devices to electronic device makers.

(2) We established a pipe development system for oceanic 
energy resource development, and we are participating in 
a national project to promote such efforts. We intend to 
contribute to the production of LNG, crude oil and seabed 
mineral resources by offering specific specifications for 
offshore, undersea and seabed applications.

(3) We are strengthening development and expanding the 
sales of micro-cellular polyethylene terephthalate (MCPET) 
for signposts and lighting, areas in which energy-savings 
are expected. We are also focusing on developing new 
products, such as high flame retardant grades, to further 
expand its applications.

(4) We are pursuing R&D to expand the use of foamed 
materials in the automotive area to reduce CO2 emissions 
and conserve energy by realizing lighter weight.

(5) We continue to participate in a national project for 
developing yttrium-based, high-temperature 
superconducting power cables, and we are promoting the 
development of ultra-high voltage superconducting power 
cables to replace ultra-high voltage power cables. We 
achieved the world’s top performance in transmission loss 
for yttrium-based conductors at 0.1 W/m at 1kA for 
300A-class wire rods. Furthermore, with respect to 
devices applying yttrium-based superconducting thin films, 
we verified the fundamental motions of the device and are 
pursuing commercial development.
R&D expenditures for the segment totaled ¥1.2 billion.

Metals
(1) We are expanding sales of high-performance connector 

material and obtained certification from several customers. 
We gained competitive advantages in price and quality by 
establishing a low-cost mass-production technology.

(2) We obtained certification from several press makers and 
began mass producing shield case materials for 
developing aluminum plastic composite products.

(3) With respect to our new internally grooved tubes, we 
developed and presented a highly functional product that 
complies with the revised Energy Saving Act as well as 
low-cost products that meet market demand. We are 
continuing to consider new heat-transfer surfaces and 
developing aluminum-based heat-transfer tubes for the 
future.

(4) In the development of high-temperature superconducting 
wire rods, we are specializing in yttrium-based materials 
that are expected to become revolutionary next-generation 
wire rods. We have also been participating in the national 
project for yttrium-based superconducting power device 
technology, which was launched during the fiscal year 
under review, and have implemented development and 
manufacturing efforts to enhance performance and extend 
lengths through low-cost processes for high-temperature 
superconducting wire rod materials.
R&D expenditures for the segment totaled ¥1.3 billion.
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Light Metals
(1) To support the production of lightweight automobile 

bodies, an essential factor in the development of 
environmentally sound vehicles, we introduced a 
6000-class (Al-Mg-Si alloy) aluminum sheet as the material 
for external automobile bodies. The sheet features 
reinforced properties corresponding to the components in 
which it is applied as well as to manufacturing conditions. 
We also developed and started introducing materials for 
cooling devices as automobile-mounted components for 
anticipated changes in future power sources.

(2) We became the first to start supplying Dojun HS 
aluminum-coated sheets, which are coated with different 
properties that excel in superconductivity and heat 
dissipation on either side of the aluminum material and 
will be used in electronics and electric products. The 
sheets have been well-received by many users, and 
coordination is underway to facilitate adoption of the 
material.

(3) We developed heat pipe heatsinks (heat radiating 
components for electronic devices) for use in the main 
converters for N700-class bullet trains. This is the first 
product applied to bullet trains that does not use Freon as 
a coolant, and with the installation of a proprietary 
configuration structure, it is capable of maintaining high 
heat radiating levels even when the train carriage inclines.
R&D expenditures for the segment totaled ¥2.6 billion.

Electronics and Automotive Systems
(1) We developed a radar system by applying ultra-wide band 

(UWB) technology. The radar is capable of sensing small 
objects near automobiles with outstanding accuracy and is 
expected to be used in anti-collision safety systems.

(2) We developed a sensor for precisely detecting the 
charging status and level of degradation of automobile 
batteries. The sensor is expected to increase fuel efficiency 
and will be used in hybrid vehicles.

(3) With respect to cellular phone antennas, we developed a 
new process for shortening processing time and reducing 

processing energy and incorporated it into 
mass-production operations. As a result, we were able to 
boost mass-production capacity and respond to an 
increased number of orders.

(4) We are developing multi-functional automotive antennas 
toward the goal of perfecting a highly functional compact 
antenna with excellent design for assembly.

(5) We improved our proprietary process for chip-size 
packages (CSPs), which involves lamination of tape and 
wafer, and we also developed the packaging technology. 
Preparations are underway for commercialization.

(6) Our proprietary flat heat pipes have been adopted for use 
in high-performance heatsinks that are essential for the 
characteristic features of highly functional home 
information appliances. The pipes are also helping to 
produce thinner products.

(7) We are conducting heat and fluid simulations for power 
modules used in large-scale cooling equipment at railroads 
and substations to shorten calculation time and increase 
calculation accuracy.

(8) In the TEX (triple-insulated wires) series, we developed the 
TEX-BS (B-type) with heat resistance of 130°C and the 
TEX-FS (F-type) with heat resistance of 155°C in fiscal 
2008. We are actively expanding applications for the 
B-type as AC adaptors for personal computers and the 
F-type as power units for medical equipment, flat-panel 
TVs and video cameras.

(9) We are aggressively pursuing R&D to achieve higher 
voltage resistance and thinner films in the development of 
next-generation magnetic wires.

(10) We conducted various technological development efforts 
to reduce vehicle weight, including the adoption of   
aluminum-based wire harnesses and the use of smaller 
diameter wiring.

(11) In our efforts to develop highly pressure-resistant, low 
electricity-consuming power devices using GaN (gallium 
nitride), we compiled the world’s premier data on high 
pressure resistance and low-ion resistance.
R&D expenditures for the segment totaled ¥4.3 billion.
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Capital Expenditures

Financial Position

Services and Others
This area is primarily related to our new business fields.
(1) In the development of CW fiber lasers, we undertook the 

detailed design of individual units and confirmed the 
potential for several hundred watt output. We also 
developed a low-loss fiber coupler that achieves kilowatt 
output by combining waves emitted by several units, 
thereby confirming we can overcome the challenge of 
limiting temperature increases.

(2) Customer evaluation for specific applications is currently 
underway with respect to our compact, stable 
femtosecond laser with broad applications in analysis, 
processing and occurrence of terahertz waves.
R&D expenditures for the segment totaled ¥4.0 billion.

The Furukawa Electric Group conducted investments 
exceeding levels of the previous fiscal year in our 
telecommunications segment, and investments below levels 
of the previous fiscal year in our energy and industrial 
products, electronics and automotive products and metals 
segments, and total Group capital expenditures, at ¥41.3 
billion, were lower than the previous fiscal year.

The primary goals for capital expenditures by segment 
were as follows:

Telecommunications
Expand production capacity of optical fiber cables
Mass produce and expand production capacity of optical 
components, such as semiconductor lasers

Energy and Industrial Products
Expand production capacity of ultra-high voltage power cables
Raise efficiency, maintain and upgrade older buildings 
and facilities

Metals
Expand production capacity of copper alloys and strips, 

plated strips and copper foil products for the automotive, 
IT and electronics markets

Light Metals
Expand production of large-sized substrate holders, 
aluminum extrusion products
Construct sales system

Electronics and Automotive Products
Mass produce and expand production capacity of 
electronic components for automobiles
Mass produce substrates for hard disks

As common measures across the entire Group, we 
undertook capital expenditures primarily for maintaining and 
upgrading older buildings and ancillary facilities.

Major facilities completed within the consolidated fiscal 
year under review included: facilities for mass producing 
glass substrates at the Chiba Works of Furukawa Electric 
Co., Ltd.; expansion of facilities for manufacturing ultra-high 
voltage cables at Shenyang Furukawa Cable Co., Ltd.; 
expansion of facilities for manufacturing electrolytic copper 
foil at Furukawa Circuit Foil Taiwan Corporation; and 
expanded production of large-sized substrate holders at 
Furukawa-Sky Aluminum Corporation.

No significant facilities were disposed of or sold during 
the fiscal year under review.

Total assets decreased by ¥169.1 billion from the previous 
fiscal year to ¥845.7 billion. Current assets decreased by 
¥104.2 billion to ¥397.3 billion and non-current assets 
decreased ¥64.9 billion to ¥448.4 billion. The major reasons 
for the decline were considerable decreases in sales 
receivables, inventories, non-current assets and investment 
securities.

Working capital declined as decreases in sales receivables 
and inventories exceeded the drop in accounts payable.
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Excluding the effects of changes in the scope of 
consolidation, while notes and trade receivables fell by 
¥100.9 billion, inventory by ¥26.6 billion, and notes and trade 
payables by ¥54.5 billion compared with the previous fiscal 
year, resulting in a decrease in net working capital of ¥73.0 
billion

Major factors behind changes in non-current assets 
included a decrease of ¥46.9 billion in depreciation, an 
increase of ¥41.3 billion in capital expenditures, impairment 
losses and lump-sum depreciation of goodwill reported by 
overseas subsidiaries that accompanied the unification of 
accounting standards at these subsidiaries.

With respect to current liabilities, interest-bearing debt, 
which is the sum of long- and short-term debt, commercial 
paper and corporate bonds, decreased by ¥15.9 billion from 
the end of the previous fiscal year to ¥383.1 billion.

With respect to net assets, retained earnings decreased by 
¥54.0 billion, while there was a decrease in valuation and 
translation adjustments caused by declines in the market 
value of investment securities and the impact of a stronger 
yen. Consequently, capital ratio fell 6.0 percentage points 
from the end of the previous consolidated fiscal year to 
16.9%.

The Furukawa Electric Group’s management performance is 
affected by the economic conditions of the various markets in 
which we sell our products and provide services.

The Furukawa Electric Group’s management performance, 
stock price and financial condition may be affected by the 
following risks, assessed by the Group as of June 25, 2009, 
the date on which we submitted our financial report.

1) Infringement of third-party intellectual property   
    rights and other rights
The Furukawa Electric Group takes appropriate measures to 
prevent the infringement of intellectual property and other 
rights owned by third parties in connection with business 

activities, including the development, manufacture, use and 
sales of products and software.

These measures include prior research of such rights and 
the arrangement of licensing as required. However, we may 
become engaged in disputes or negotiations in situations in 
which a third party sues the Group for alleged infringement of 
intellectual property or other rights owned by the third party, 
or in cases where intellectual property or other rights owned 
by the Group are infringed upon by a third party. Lawsuits 
involving intellectual property may result in the suspension of 
the manufacture or sale of Group products or a major claim 
for damages or settlement benefits, and in the event the 
Group is faced by such suspensions or payment obligations, 
the results of operations and financial position of the Group 
may be adversely affected.

2) Defective products
The Furukawa Electric Group manufactures products and 
services in accordance with prevailing domestic and 
international standards and specifications as well as its own 
quality control standards developed over the course of its 
extensive business experience. However, we cannot warrant 
that all our products and services are free from defects or that 
we will not be liable for any unforeseen future losses or 
damages. Any defects in products such as power cables, 
communication cables and automotive parts may incur 
significant additional costs.

While our product liability insurance policy covers risks 
associated with our products, it may not cover all the 
damages we might be required to pay. Product defects 
causing significant damage or product liability may incur 
major costs and tarnish the Group’s reputation, adversely 
affecting the results of the Group’s operations and financial 
position.

3) Fluctuations in raw material and fuel prices
Prices for our main raw materials, including non-ferrous metals 
such as copper and aluminum, and polyethylene, along with 
fuels such as heavy oil and LNG, may fluctuate beyond 

Business-Related Risks
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Future Outlook

expectations due to changes in international politics and 
market trends. We may not be able to sufficiently reflect such 
substantial price fluctuations onto our sales prices, or we may 
be unable to do so in a timely manner. This may adversely 
affect the results of our operations or financial position.

4) Fluctuations in exchange rates
The Furukawa Electric Group owns foreign currency-
denominated credit and obligations. Therefore, fluctuations in 
the foreign currency environment may result in exchange 
gains or losses.

5) Higher interest rates
If interest rates rise, our interest expenses will increase, which 
may adversely affect the results of operations.

6) Lowering of credit ratings
Should our performance stagnate, we may incur the risk of 
credit rating agencies downgrading our long-term bonds and 
commercial paper.

7) Impairment of assets
In the event of unfavorable conditions in the market or 
business environment, the market value of our assets may 
substantially decline, or the profit generated by our assets 
may decrease, leading us to incur impairment losses on such 
assets.

8) Soil pollution on land held for business purposes
The Furukawa Electric Group discovered contaminated soil 
on part of the land owned by the Group in the Nikko area. We 
are planning for the necessary soil remediation actions. 
Remediation work is also underway in part of the land owned 
in the Yokohama area. We also began a survey concerning 
disposal and ground contamination related to waste being 
stored in land owned in the Koyama area. In addition, we are 
conducting remediation work at the former site of the 
Neyagawa Plant, owned by subsidiary Kyowa Electric Wire 
Co., Ltd., toward the lifting of the contaminated area 
designation. We are also implementing soil and 
groundwater-related measures for the land at the Ibaraki 
Plant, owned by Aoyama Kinsho. When we sell our land or 
change how it is used in other areas, we may incur costs 
associated with soil pollution in the event a soil survey 
demonstrates the land is contaminated.

9) Overseas activities
The Furukawa Electric Group manufactures and sells 
products not only in Japan but also in overseas markets, 
including markets in the U.S., Europe and Asia, as well as 
emerging markets. We face various potential risks in these 
overseas markets, such as unexpected changes in laws 
and regulations, labor disputes caused by changes in the 
economic environment or sudden outbreaks of epidemics. 
Such risks may adversely affect the result of our 
operations.

Particularly in China, where the economy has been 
growing rapidly over the past several years, we have 
established and operate a number of business sites, namely 
in Shanghai, Beijing and Tianjin. Unexpected events in China, 
such as changes in laws, rules and regulations associated 
with investment, foreign currency, finance and trade; 
suspension of power supply; or the outbreak of epidemics, 
may adversely affect our operations. Concretely, should the 
Chinese GDP growth rate sharply decline due to the adoption 
of a governmental policy to curb excessively rapid economic 
growth, or should the exchange rate of the yuan be adjusted, 
the results of our operations in China may significantly differ 
from our business plan forecast. In such cases, the cash 
flows of our subsidiaries in China may be adversely affected 
because the collection period for sales receivables from 
Chinese customers is relatively long.

The global economy is expected to remain stagnant due to 
the recession in the economies of the U.S., Europe and other 
regions as well as the slower economic growth in newly 
emerging countries caused by the effects of the financial 
crisis. Consequently, business conditions are expected to 
become even harsher.

As a result of the drastic changes that have occurred in 
the economic outlook since we formulated the 2006–2009 
medium-term management plan, Innovations 09, in March 
2006 and its partial revision in May 2007, we have started 
developing a new medium-term management plan. The 
Furukawa Electric Group will seek to strengthen its overall 
constitution by pursuing thorough reductions in fixed costs 
and the cost of sales while also reducing inventories and 
sales receivables. This is to ensure profit under the severe 
business conditions that are expected to prevail in the 
future. We have also set the following directions for 
management:
(1) Globally developing the transmission infrastructure 

business in the telecommunications and electric power 
segments.

(2) Reinforcing our position in niche businesses based on 
distinctive materials in the electronics and automotive 
components segments.

(3) Improving efficiency by integrating and restructuring 
traditional businesses, including the copper processing 
and magnetic wire businesses.
These measures will enhance asset efficiency for the entire 

Group and bolster our financial condition while we pursue 
continued progress in restructuring businesses and Group 
companies from the standpoint of strengthening the Group 
management structure.

With respect to consolidated performance for fiscal 2010, 
we expect ¥807.0 billion in net sales, ¥10.0 billion in 
operating income, ¥7.0 billion in ordinary income and ¥2.5 
billion in net income.
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Head Office
2-3, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100-8322, Japan

PHONE: 81-3-3286-3001

URL: http://www.furukawa.co.jp/english/

Common Stock
¥69, 376 million (As of March 31, 2009)

Branches
Osaka

Nagoya

Fukuoka

Hiroshima

Sendai

Sapporo

Manufacturing Facilities
Chiba

Nikko

Hiratsuka

Mie

Yokohama

Osaka

Research Laboratories
Yokohama R&D Laboratories

Metal Research Center

Ecology & Energy Laboratory

FITEL Photonics Laboratory

Automotive Technology Center

Stock Information March 31, 2009

Number of shares authorized 2,596,000,000

    Common shares 2,500,000,000

    Preferred shares 50,000,000

    Subordinated shares              46,000,000

Total number of shares issued and outstanding 706,554,179

  (Common shares)

Total number of shares issued and outstanding: 706,554,179

Distribution of Stock Ownership
(Common shares)                              March 31, 2009

Major Stockholders March 31, 2009

Name Number of shares held         Shareholding ratio

Japan Trustee Services Bank, Ltd. (trust account 4G) 43,167,000 6.11%

Japan Trustee Services Bank, Ltd. (trust account) 35,979,000 5.09%

The Master Trust Bank of Japan, Ltd. (trust account) 31,020,000 4.39%

Trust & Custody Services Bank, Ltd.
(Mizuho Corporate Bank, Ltd. Retirement Benefit Trust Account re-entrusted by Mizuho Bank, Ltd.) 22,928,250 3.25%

Japan Trustee Services Bank, Ltd. (trust account 4) 22,379,000 3.17%

Asahi Mutual Life Insurance Company 16,060,500 2.27%

Furukawa Co., Ltd. 13,290,455 1.88%

Nippon Life Insurance Company 11,895,000 1.68%

Fuji Electric Holdings Co., Ltd. 11,000,000 1.56%

Trust & Custody Services Bank, Ltd.
(Mizuho Corporate Bank, Ltd. Retirement Benefit Trust Account re-entrusted by Furukawa Co., Ltd.) 10,919,000 1.55%

Financial institutions
39.43%

278,636,184 shares

Securities companies
1.90%

13,460,398 shares

Treasury stock
0.58%
4,134,874 shares

Domestic corporations, 
others
7.39%
52,257,901 shares

Individuals and others
29.06%
205,333,709 shares

Foreign corporations
21.61%

152,731,113 shares
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