




 

Report to Shareholders 
 

Looking back at year 2017, the world benefited from a steady recovery of the 
international economy. Various domestic and foreign economic indexes all 
showed a growing trend, especially the growth rates of the two big economies, 
U.S.A. and China, which exceeded expectations. In addition, the doubts of 
economic and political instability in Europe due to Brexit faded gradually; 
accordingly, the global economic outlook appeared to be more optimistic than 
originally expected. Although the overall economy was showing an upward trend, 
the negative impact of individual factors had significant adverse effects on some 
industries. The U.S. Dollar weakened as the New Taiwan Dollar appreciated 
significantly, which caused a negative impact on the export-oriented industries in 
Taiwan. The continuous rise of crude oil prices increased operating costs of 
shipping and the ocean freight rates. 

 
In summary, the fertilizer industry was not in an ideal state.  In addition to falling 
agricultural and grain prices which affected the demand for fertilizers, the 
excessive expansion of the market led to oversupply which could not be 
immediately absorbed, therefore gradually driving down fertilizer prices. Our 
Company’s main product, potassium sulfate, although benefited from a very 
diverse international market, prices could not be increased due to global over 
production in the last few years.  Furthermore, since almost all potassium sulfate 
production was exported, the impact of the USD weakening was substantial. 
Although the Company was able to maintain full production in 2017, profits in this 
sector were obviously suppressed due to the reasons mentioned above. On the 
other hand, the chemical trading business benefited from Mainland China’s 
production cost and environmental controls, showing apparently good growth. 
However, due to the trading agent nature of this business (“buy high / sell high” 
and “buy low / sell low”), contribution to profitability was relatively limited. With 
regards to our investments in our shipping business, there was a small uptick in 
the shipping industry which started during the 2nd half of 2017, with ocean freight 
rates gradually increasing. Our Company’s other major investment is in optical 
communications industry, which contributed significantly to the Company’s profits 
in 2017, driven by the strong demand for cloud and 4G communication products.  

 
Looking forward to this coming year, our view of the international economy as a 
whole will continue to be optimistic; however, the US’ attitude towards 
international free trade and trade policies, whether the US-China trade disputes 
can be resolved amicably, and especially the continued weak US Dollar and the 
changes in China’s economic growth and policy will remain to impact our 
Company’s profits. Our Company will stand to adopt a prudent approach 
expanding into more markets, and with the commissioning of two new production 
lines in the second half of the year; hopefully, that will raise the Company’s profits. 

1



 

Net operating profit for year 2017 was 420,836,000 NT dollars, and the net profit 
after tax was 490,813,000 NT dollars, which showed a decrease of 35,465,000 NT 
dollars (about -7.77%) and a decrease of 81,327,000 (about -14.21%) respectively, 
compared to the full year 2016. The decrease in operating profit was mainly due 
to the international competition on potassium sulfate, the market was not able to 
timely absorb increased production volumes, together with the strong 
appreciation of the New Taiwan Dollar, which resulted in declined profit per unit.  

 
In 2017, although various economic indicators showed stable and positive 
development, and the sentiment for 2018 is optimistic in general, unstable factors 
still exist, such as: 1) the rise of protectionism from the Trump administration, 2) 
bilateral trade disputes between China and the United States (whether or not that 
will lead to higher barriers to world trade), 3) the continuous geopolitical disputes 
around the world, and finally 4) the attitude of the Federal Reserve of the United 
States towards continuous weakening of the U.S. Dollar, etc. These are all factors 
that will continue to exist and need to be dealt with carefully.    

 
Agricultural commodity and raw material markets showed recovery and stability 
since the fourth quarter of last year.  Although facing with supply exceeding 
demand issue in the potassium sulfate market, our Company’s potassium sulfate 
prices were still able to command steady increases, due to steady increases of our 
primary raw material potash prices. However, the U.S. Dollar exchange rates will 
continue to play a major role in influencing the profitability of our Company. 
Furthermore, our other chemical products will also be affected by the market in 
Mainland China. It is expected that the supply-side regulations will stay due to 
environmental protection factors in the Mainland, hence the market prices will be 
relatively stable.  

 
The dry bulk shipping market should continue to improve from the fourth quarter 
of last year, as a result of the increase in the demand for bulk commodities and 
the slowdown in the supply of ships.  

 
Looking into this year’s overall environment, there are still a lot of uncertainties. 
The responding measures to be used by countries are also difficult to predict.  At 
present, there are still many variables that is out of our control.  Members of our 
Company will continue to dedicate our efforts to keep our Company growing and 
thriving in the ever-changing market.  

 
Finally, we want to express our deepest gratitude for the support from our 
shareholders, directors, supervisors and all the staff in our Company, and wish 
everybody good health and good luck. 

 
R. Y. Chen 
Chairman 
SESODA CORPORATION 
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