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Business Outlook and Focus

Telecommunications

We will respond to increasing demand for optical
fiber cables centered on Asia.
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 thirdgeneration 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

Optical fiber cables business
Net sales (Billions of yen)
120

106.3

World optical fiber cable demand
210

Other
Emerging

AsiaPacific

Europe

America

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).

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

Operating income (Billions of yen)
6

100.5 100.0

5.3
-3.5

80

4

3.2
+1.4

40

140

1.8

2

70
0
0

0

2008
2005

2009

Market environment and response
Environment Response
↑ Broadband

investments

Europe

↑ Broadband

investments

Americas

Launch of JV
in India
(Oct. 2009)
Completed expansion
of cable factory
(Sept. 2008)

→ Weak fiber

2010

2008

2009

(plan)

2013

Source:CRU

Asia

2009

2010
(plan)

→ Fibers weak,

NGN strong
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Completed integration
of cable factories
(Dec. 2008)
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+ 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

Photonics and networks business
Net sales (Billions of yen)
60
56.8
50.0
58.6

Operating income (Billions of yen)
9

7.6

40

6

20

3

+1.8
5.7

6.0
-1.6

investments

Japan

+ 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

0

0

2008

2009

2010
(plan)

2008

2009

2010
(plan)

+ 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 CATVrelated 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

Energy and Industrial Products

We will boost ultra-high pressure cable production
capacity to meet demand in fast-growing regions.
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

World electricity demand

Energy and industrial products

Non-OECD

OECD

Net sales (Billions of yen)

45

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.

Operating income (Billions of yen)

450

9

8.1

315.0
277.4

300

30

6

-7.1
4.2

205.0
150

15

+3.1

3

1.1
0
0

1990 1995 2000 2005 2010 2015 2020 2025 2030
Source:Electronics Industries Alliance

Market environment and response
Environment
Highpressure
cables

↑Strong electric

power
investments
in China

↓Weak
Copper
wires/low- construction
pressure
demand
cables

Industrial
products
(plastics)

Response
25% capacity
upgrade at Chinese
subsidiary
(June 2009)

0

2008

2009

2010
(plan)

2008

2009

2010
(plan)

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

Integration of
copper wire bases
(July 2009)

↑Recovery in

Cancellation of
semiconductor suspension at
demand
semiconductor
tape factory
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Metals

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

Market environment and response
Environment
Wrought
copper
products

Response

↓Weak demand

Considering
from connectors alliance
and air
conditioners

Copper foil ↑Recovery in
demand from
lithium ion
batteries, FPC

Scheduled
expansion in
production of
products for
automotive lithium
batteries

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
Net sales (Billions of yen)

Operating income (Billions of yen)

300

10

213.7
200

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

6.1
5

170.2

-11.0

115.0
100

0

0

-5

-4.9

-5.0

-0.1
2008

2009

2010
(plan)
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2008

2009

2010
(plan)

+ Demand for copper foil recovers
from the beginning of FY2009
− Weak demand for copper strips and
pipes continues

Electronics and Automotive Systems

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

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

Market environment and response

Electronics and automotive systems

Environment

Response

Automotive ↓Weak in 1st half
↑Recovery in
parts
2nd half
Magnet
wires

↓Automotive

weak in 1st half
↑Recovery in
2nd half

Electronics ↑Recovery in hard
disc products,
strong in PC,
game machines

Net sales (Billions of yen)

Operating income (Billions of yen)

300

12

268.6

Business
integration
with subsidiary
(April 2010)
Start production
of glass blank
materials
(July 2009)

180.0

200

+ 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

9.1

223.8
8

-6.6
100

4

0

0

2.5 -2.3
0.2

2008

2009

2010
(plan)

2008

2009

2010

+ Production of glass blanks starts
− Weak demand for wire harnesses
and ELC continues
− Price of batteries falls due to price
decline of lead

(plan)
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Light Metals

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

Market environment and response
Environment
Aluminum
can
materials

Response

→ Solid due to

“third-category
beer”

Automobile- ↓ Weak in 1st half
↑ Recovery in
related
materials
2nd half

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

Light metals (Aluminum processing products)
Net sales (Billions of yen)

Operating income (Billions of yen)

300

14

258.6
Start integrating
production
bases
(June 2009)

Thick sheets ↓ Continued
weakness in
semiconductor and
liquid crystal
fabrication equipment
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12.4

− 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

234.0
180.0

200

-12.7

7

+0.8 0.4
100

0

0

-0.4

-7

2008

2009

2010
(plan)
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substrate holders for solar power
generation.
In June 2009, we began to
structurally reform our rolled sheet
business by reorganizing the
production system.

2008

2009

2010
(plan)

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

FIVE-YEAR SUMMARY
FURUKA
FURUK
AWA ELECTRIC CO
CO.., LTD
LTD.. AND
AND ITS CONSOLID
CONSOLIDA
ATED SUBSIDI
SUBSIDIA
ARIES
For th
the years en
end
ded Marc
arch
h 31

Thousands of
U.S. dollars

Millions of yen

2009
Net sales
Cost of sales
Selling, general and administrative expenses
Operating income
Income (loss) before income taxes and minority interests
Net income (loss)
Cash dividends per common share (yen and U.S. dollars)
Research and development costs
Capital expenditure
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

¥1,032,807
899,409
123,646
9,752
−30,896
−37,405
6.00
19,895
41,275
397,264
312,073
845,658
332,374
78,728
−51,267
−14,553

¥1,174,247
1,002,410
123,390
48,447
31,034
15,291
7.00
19,789
45,264
501,436
338,227
1,014,778
419,175
90,760
-52,113
-41,581

2006

2007

2008

¥1,104,709
930,399
120,676
53,632
57,986
29,765
6.50
19,976
41,833
531,584
337,679
1,096,708
454,690
50,724
-29,612
-20,694

¥872,535
722,575
112,529
37,430
44,542
25,508
3.00
18,017
30,886
483,171
325,325
1,052,256
430,205
22,719
11,133
-46,782

2005
¥775,894
640,901
111,256
23,736
33,060
15,805
—
17,193
27,294
442,937
335,687
991,358
392,908
32,600
40,360
-84,578

2009
$10,538,847
9,177,643
1,261,694
99,510
-315,265
-381,684
0.061
203,010
421,174
4,053,714
3,184,418
8,629,163
3,391,571
803,347
-523,133
-148,500

Note: U.S. dollar amounts have been translated, for convenience only, at the rate of ¥98 to US$1.
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CONSOLIDATED FINANCIAL REVIEW

Scope of Consolidation
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.

Overview of Business Performance
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.

Net sales (Billions of yen)
–4.1
Telecommunications

–37.6
Energy and
Industrial
Products

1,174.2

–43.5
Metals

Down ¥141.4 billion
year-on-year

–24.5
Light Metals

–44.8
Electronics
and
Automotive
Products

2008
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–4.5

17.5

Services and
Others

Elimination or
corporate

1,032.8

2009

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.

Operating income

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

(Billions of yen)

1.1
1.2
Sales of
OCP

Cost cut

–18.2

Sales decrease
Mix worsening

–8.0
Metal loss

48.4

Down ¥38.7 billion
year-on-year

–5.2
2008 tax
reform

–4.0
Crude oil/
auxiliary
materials

–3.2
LCM

–2.3
FX loss

9.8

2008

2009
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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.

Cash Flows
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,
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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.

Liquidity
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.

R&D Activities
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.

(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.

(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.

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.

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.

Research and development costs (Billions of yen)
Up ¥0.1 billion
year-on-year
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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.

Capital expenditure (Billions of yen)
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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.

Capital Expenditures
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,

Assets (Billions of yen)
9.2
Cash and
bank
deposits

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.

Financial Position
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%.

Business-Related Risks
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

Liabilities and net assets

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

(Billions of yen)
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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 currencydenominated 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.

Future Outlook
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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Corporate Data
Head Office

Manufacturing Facilities

2-3, Marunouchi 2-chome, Chiyoda-ku, Tokyo 100-8322, Japan
PHONE: 81-3-3286-3001
URL: http://www.furukawa.co.jp/english/

Chiba
Nikko
Hiratsuka
Mie
Yokohama
Osaka

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

Research Laboratories

Branches

Yokohama R&D Laboratories
Metal Research Center
Ecology & Energy Laboratory
FITEL Photonics Laboratory
Automotive Technology Center

Osaka
Nagoya
Fukuoka
Hiroshima
Sendai
Sapporo

Stock Information
Stock Information
Number of shares authorized
Common shares

March 31, 2009

2,596,000,000
2,500,000,000

Preferred shares

50,000,000

Subordinated shares

46,000,000

Total number of shares issued and outstanding

706,554,179

Distribution of Stock Ownership
(Common shares)
Treasury stock
0.58%
4,134,874 shares

March 31, 2009

Financial institutions
39.43%
278,636,184 shares

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

Securities companies
1.90%
13,460,398 shares

(Common shares)

Individuals and others
29.06%
205,333,709 shares

Foreign corporations
21.61%
152,731,113 shares

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

Major Stockholders
Name

March 31, 2009

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%
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