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Highlights of Major Cement Companies’ Financial Results for 
Fiscal Year Ended March 2020 

 
The followings are Japan Credit Rating Agency, Ltd. (JCR)’s perception of the current status and 
highlights for rating concerning the financial results for the fiscal year ended March 2020 (FY2019) and 
earnings forecasts for FY2020 of Japan’s major cement companies*. 

* This report is for two major specialized cement companies: Sumitomo Osaka Cement Co., Ltd. (“SOC”) 
and TAIHEIYO CEMENT CORPORATION (“TAIHEIYO”); and three other major companies which are 
engaged in businesses other than cement business: Mitsubishi Materials Corporation (“Mitsubishi 
Materials”), Ube Industries, Ltd. (“Ube Industries) and Tokuyama Corporation(“Tokuyama”). For the 
latter three companies, only cement-related businesses are included. 

 
1. Industry Trend and Impact of COVID-19 Pandemic 
Japan’s domestic cement demand in FY2019 fell 3.8% from the previous fiscal year to 40.97 million 
tons, a decrease for the first time in three years. This is below the last lowest level recorded in FY2010 
(41.04 million tons). Demand for the Kanto region section No. 1 (Saitama, Chiba, Tokyo and 
Kanagawa Prefectures), which had been strong, fell 6.8% year on year, since the market entered a 
relatively idle period between large projects, after the completion of construction works associated with 
Tokyo Olympic and Paralympic Games. For the Kanto region section No. 2 (Ibaraki, Tochigi, Gunma, 
Yamanashi and Nagano Prefectures), demand also decreased 5.3% due to the completion of large 
construction projects including Yamba Dam. Although demand has increased in Chugoku and Shikoku 
regions thanks to the full-fledged restoration works for damages caused by heavy rains in Western 
Japan in 2018, a decrease in Kanto region, which accounts for more than 30% of domestic demand, 
had a great impact on the total. Exports expanded by 1.6% from the last fiscal year to 10.53 million 
tons. Each company intended to increase exports in response to the declining domestic market, but 
growth in exports was slow due to the impact of typhoons, among others.  

According to cement demand forecasts for FY2020 published by Japan Cement Association in 
February 2020, domestic demand is projected to be 41 million tons, almost flat. Although demand for 
construction works associated with the Maglev Chuo Shinkansen line and public construction projects 
is expected, the amount of construction works would fail to pick up as with the previous year, mainly 
affected by personnel shortage at construction sites, in its view. Exports, on the other hand, are 
projected to grow to 11.5 million tons because demand for infrastructure development is assumed 
primarily in Asian countries and the Oceania region. The forecasts made by the association, however, 
do not seem to have incorporated the impact of the COVID-19 pandemic.  

Under the declaration of a state of emergency for the COVID-19 pandemic, some construction 
works had stopped, but at this point, many construction works appear to be operating. Even so, the 
current cement demand has been less than the same month last year in March and April. Each 
company strongly believes that it will see a year-on-year decrease in cement demand because of 
delay in construction schedule affected by the pandemic. 
 
2. Financial Results 

For the cement-related businesses of the five cement manufacturers in FY2019, the total net sales 
and operating income stood at 1,723.2 billion yen (down 4.1% year on year) and 101.6 billion yen 
(down 7.7%), respectively, recording a decrease both in revenues and income. Net sales declined at 
all the five firms affected by a fall in domestic cement demand. For operating income, however, 
situation differs by company. SOC, Ube Industries and Tokuyama increased their earnings largely 
thanks to lower coal prices and cement price hikes. On the other hand, TAIHEIYO and Mitsubishi 
Materials recorded an earnings decrease largely due to a fall in domestic cement demand, which 
could not be offset by energy cost cuts, among others. 

Regarding the operating income of the two specialized cement companies for FY2019, SOC 
reported 245.1 billion yen in net sales (down 2.4% from the previous fiscal year) and 16.1 billion yen in 
operating income (up 13.7%), achieving an income increase for the first time in four periods. Contrarily, 
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TAIHEIYO recorded 884.3 billion yen in net sales (down 3.5%) and 61 billion yen in operating income 
(down 7.6%), marking an income decrease for the first time in four periods. SOC regained earnings 
capacity in its main cement business and the optoelectronics businesses. TAIHEIYO saw a solid 
performance in its overseas cement business, but substantially affected by a decline in earnings 
capacity in the domestic cement business. The financial structure of the both companies has been 
improving, thanks to reduction in interest-bearing debt and an expansion in capital equity through profit 
accumulation.  
 
3. Highlights for Rating  
SOC and Mitsubishi Materials have not been disclosed their earnings forecasts for FY2020 because 
rational calculation of earnings is difficult due to the impact of the COVID-19 pandemic. Other three 
firms have released their forecasts, which project a decrease in both revenues and income for cement-
related businesses, assuming a bleak business environment.  

Going forward, the focus should be firstly on the impact of the pandemic on cement demand. If 
infection was found again at many construction sites, an increasing number of construction works 
should be stopped or postponed, which would have an impact on cement demand in the short term. 
Moreover, if the pandemic affects economic activities, leading to companies’ demotivation on capital 
investments or the government’s changes in use of budgets to purposes other than construction 
investments, it could result in a decrease in cement demand in the medium-to-long term. JCR is 
paying attention to the degree of the latter impact with a lasting nature.  
 For cement price hikes, which JCR kept an eye on in the last fiscal year, the companies have 
failed to achieve substantial results. Even thorough the recent price increase, cement prices still do not 
reach the price level appropriate for the cement industry. Thus price hikes to the appropriate level 
remain the industry’s challenge. They need to continue to raise prices at reasonable timing. Logistics 
costs are currently ascending, and cost increases due to stricter SOx regulations on shipping fuel are 
also unavoidable. In addition to these factors squeezing prices, investments in cement production 
facilities are expected to rise. Aging of cement plants are notable, causing an increasing troubles in 
production. Because of the above, along with a rise in construction costs, each company’s investments 
to maintain/upgrade facilities are on an uptrend. For stable cement supply, companies need to absorb 
increases in costs and continue to make capital investment.  

The financial structure has been on an improving trend at both TAIHEIYO and SOC. SOC 
announced to make investment within its operating cash flow in its medium-term management plan 
(FY2020 to FY2022), and its financial structure is expected to keep improving. Meanwhile, TAIHEIYO 
intends to increase interest-bearing debt to 296 billion yen on a consolidated basis at the end of 
FY2020 (compared with 266.1 billion yen at the end of the previous fiscal year). TAIHEIYO, which 
concluded a capital/operation partnership with the largest Indonesian cement company PT Semen 
Indonesia (Persero) Tbk (“SI”), intends to make investment amounting to 20 to 25 billion yen in SI’s 
subsidiary. This is a part of its medium-term management plan, in which the company intends to spend 
120 billion yen in total for growth investment. Amid the unclear perspective with the COVID-19 
pandemic, the financial base is becoming increasingly important. JCR will pay attention to the 
investment and financial strategy of each company. 

Naoki Kato, Hajime Inoue 
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(Chart 1) Earnings of Cement Business of Cement Companies (including companies engaging in other 
businesses)                      (JPY100 mn, %) 

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
Forecasts

Net Sales 2,127 2,118 2,204 2,249 2,205
Operating Income 204 183 161 112 125
Net Sales 8,226 7,910 8,606 9,056 8,743 8,530
Operating Income 565 604 609 616 559 490
Net Sales 1,975 1,775 1,923 1,982 2,382
Operating Income 201 209 194 134 149
Net Sales 2,373 2,272 2,388 2,502 3,030 2,900
Operating Income 198 162 123 118 145 135
Net Sales 854 829 873 923 872 860
Operating Income 58 75 45 32 38 35
Net Sales 15,554 14,904 15,994 16,713 17,232
Operating Income 1,226 1,232 1,132 1,012 1,016
Operating Income Margin 7.9% 8.3% 7.1% 6.1% 5.9%
Net Sales 0.8% -4.2% 7.3% 4.5% -4.1%
Operating Income 4.1% 0.5% -8.2% -10.6% -7.7%

Ube Industries
(4208)

Tokuyama
(4043)

Change rate of TOTAL
compared to the previous year

Sumitomo Osaka Cement
(5232)

TAIHEIYO CEMENT
(5233)

MITSUBISHI MATERIALS
(5711)

TOTAL

 
Note: 
 Sumitomo Osaka Cement: Cement, Mineral Resources and Cement-Related Products Businesses 
      Net Sales are such sales to outside customers. 
 TAIHEIYO CEMENT:   Cement, Mineral Resources, Environmental and Construction Materials Businesses 
 MITSUBISHI MATERIALS:  Cement Business 
                         Transferred "Coal-Related Products" belonging to "Other Businesses" to "Cement Business" in and after 

FY2018 
 Ube Industries:         Cement & Construction Materials 
                          Integrated “Energy & Environment” into “Cement & Construction Materials” in and after FY2018 
 Tokuyama:                Cement 
Source: Prepared by JCR based on financial materials of above companies 
 

(Chart 2) Business Performance of Specialized Cement Companies      (JPY100 mn, %) 
FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

Forecasts
Net Sales 2,341 2,340 2,448 2,510 2,451  
Operating Income 236 215 189 141 161  
Operating Income Margin 10.1 9.2 7.8 5.6 6.6  
Net Income 161 162 146 77 109  
Shareholders’ Equity 1,756 1,942 2,024 1,922 1,967  
Interest-bearing Debt 765 642 618 611 526  
Equity Ratio 53.9 57.7 59.4 59.2 61.3  
Net Sales 8,353 7,985 8,711 9,160 8,843 8,760
Operating Income 604 632 651 660 610 550
Operating Income Margin 7.2 7.9 7.5 7.2 6.9 6.3
Net Income 364 475 385 434 391 320
Shareholders’ Equity 3,182 3,618 3,952 4,147 4,367 -
Interest-bearing Debt 3,945 3,409 2,886 2,796 2,661 2,960
Equity Ratio 31.4 35.6 38.7 40.1 42.3 -

TAIHEIYO CEMENT
（5233）

Sumitomo Osaka Cement
（5232）

 
Source: Prepared by JCR based on financial materials of above companies 

<Reference> 
Issuer: Sumitomo Osaka Cement Co., Ltd. 

Long-term Issuer Rating: A  Outlook: Stable 
Issuer: TAIHEIYO CEMENT CORPORATION 

Long-term Issuer Rating: A-  Outlook: Positive 
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