




Report to Shareholders 
 

The global economic backdrop continued a positive outlook in the first half of  
2018, all economic indicators are trending upward. However, the Trump 
Government initiated trade protection policies and gradually increased 
customs tariffs on imports from China in the second half of the year. China also 
adopted countermeasures that led to a further escalation of the trade war 
between China and US. The simultaneous announcement of trade negotiations 
between the US and advanced economies including EU and Japan triggered 
lower confidence levels in key global economies including emerging markets 
and decreased the willingness of enterprises to invest. Due to the impact of 
China’s economic slowdown and the US-China Trade war in the 4th quarter, 
global economic instability increased and economic indicators in all countries 
showed signs of deterioration. 
 
Overall conditions for our potassium sulfate production had been very 
challenging. The demand patterns caused by climate change, and expanded 
production capacities have led to an oversupply, and the market prices stuck at 
low gear. All these factors coupled with the serious impact of production 
stoppage order issued by the Yilan County Government due to an 
environmental incident resulted in profits for the last year falling significantly 
short of expectations. Fortunately, returns from reinvestments in the shipping 
industry which has a more positive outlook and commissioning of new ships 
contributed to overall profitability in 2018. 
 
Starting in 2019, economic indicators seem to be pessimistic. The 
unforeseeable risks associated with the uncertainty surrounding US-China 
trade policies, worsening conditions in emerging markets, the economic 
downturn in China, and geopolitical concerns warrants a cautious approach in 
2019. As for the work stoppage order imposed by Yilan County Government on 
the Suao Factory on October 11, the county government approved a trial run 
for January 14 this year. The work stoppage order was revoked as per 
resolution of the Appeals Review Committee of the Environmental Protection 
Administration of the Executive Yuan on February. Furthermore, bulk carriers 
No. 14 and 15 built were added to the fleet in the first quarter of this year. 
Looking ahead, the Company is confident in its ability to maintain positive 
performance in the face of global economic uncertainties in view of the 
commissioning of 14 potassium sulfate production lines and the addition of 
new ships to its fleet. 
 
In 2018, net operating profits amounted to NT$ 243,113,000, while the net 
income reached NT$ 351,180,000. This represents a decrease by 
NT$ 177,723,000 (around -42.23%) and NT$ 139,633,000 (around -28.45%) 
compared to 2017 respectively. The main reason for the decreased operating 
profits lies in the stoppage of the potassium sulfate production line ordered on 
October 11, 2018. 
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Due to the increasing uncertainty of the global economic outlook in the wake 
of the adoption of trade protection policies by the US coupled with the sluggish 
outlook of major economies including the Eurozone and China and decreasing 
trade volumes, there is only limited room for export sale growth. Due to the 
fact that Taiwan is an export-reliant economy, the expected impact is 
particularly serious.  
 
Despite the expectation in certain level of growth in the field of bulk 
agricultural products and raw materials, the potassium sulfate fertilizer market 
is facing with an oversupply. This situation coupled with tariff reductions by the 
Chinese government to strengthen exports in an effort to unload excess 
production capacities has resulted in fiercer market competition. Moreover, 
there are only small number of countries have concluded free trade 
agreements with Taiwan, which provides further concern for our exporting 
potassium sulfate. The demand for other basic chemical products which is 
affected by demand patterns of the electronic and solar energy industries is 
strongly linked to the overall economic outlook.  
 
As for reinvestments in bulk shipping, the accelerated replacement of old ships 
is an expected result of the imminent enactment of new environmental laws 
worldwide. Due to the limited supply of new ships by shipyards, a gradual 
increase of freight rates is expected. The company’s bulk carrier fleet which 
currently consists of 15 ships therefore provides a stable source of profits for 
the company. 
 
A combination of various factors including an uncertain macro-environment, 
international trade tensions, and the weakening momentum of global 
economic expansion is expected to result in slowing growth. All staff members 
of this Company are fully committed to ensuring business continuity and 
steady growth through expansion of production capacities, enhanced 
competitiveness, and proactive and prudent approaches in the face of market 
changes. 
 
I’d like to avail myself of this opportunity to express my deep gratitude to all 
shareholders, directors, and staff members for their continued support. We 
wish you good health, happiness, and success in 2019. 
 
R. Y. Chen 
Chairman 
SESODA CORPORATION 
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