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Petrochemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2003 2002 Difference Rate of change (%)

Sales 235,124 227,753 +7,372 +3.2%

Operating income 11,971 9,955 +2,016 +20.3%

In 2003, sales of olefins were up due to increases
in shipment volumes. Meanwhile, sales of organic
chemicals fell, mainly as a result of the transfer of
the acrylonitrile business to the Chemicals seg-
ment. Sales of plastics also fell due to an alliance
in the polyethylene business and resultant non-
consolidation of the business in the latter half of
the year. In all, the Petrochemicals segment’s
sales for the year increased 3.2%, to ¥235,124
million. Operating income jumped 20.3%, to
¥11,971 million, as increased shipment volumes
of olefins and ethylene plant cost reductions
more than offset the adverse effect of higher
feedstock costs.

Olefins Ethylene production in Japan totaled
7.37 million tons in 2003, an increase of 3.0%
from the preceding year, reflecting brisk exports
of derivatives to Asian countries, centering on
China, and steady domestic demand.

Showa Denko’s ethylene production increased
13.6%, to 645,000 tons, as a maintenance shut-
down, which took place in the previous year, was
not required in 2003. Sales of olefins were up
due to increases in shipment volumes and selling
prices, the latter reflecting higher naphtha costs.
Operating income improved as a result of the
higher shipment volumes of ethylene, continued

cost reductions in ethylene plant operation, and
increases in the selling prices of propylene and
other fractions.

Organic Chemicals Sales of acetic acid and
vinyl acetate monomer were up. However, the
shipment volumes of ethyl acetate were down,
and the acrylonitrile business was transferred to
the Chemicals segment in 2003, resulting in an
overall decline in sales of organic chemicals.

Operating income decreased, as the rise in
the selling price of our organic chemical prod-
ucts, both at home and abroad, was not enough
to fully offset the increase in naphtha costs.

Showa Aluminum Powder K.K., a consolidated
subsidiary, increased its sales of aluminum paste
products, mainly for electric appliance coating
applications, as a result of expanded domestic
and overseas shipping volumes.

New Developments To meet the growing
demand for ethyl acetate in Asia, we established
Japan Ethyl Acetate Co., Ltd., as a joint venture
with Kyowa Hakko Kogyo Co., Ltd. The new
company is scheduled to start operating its
100,000-ton-a-year ethyl acetate plant in the
Oita Petrochemical Complex in April 2004.

Plastics The polyethylene business of Japan
Polyolefins Co., Ltd., was merged with that of
Japan Polychem Corporation in September
2003. The new company, named Japan
Polyethylene Corporation, became one of our
consolidated affiliates to which the equity method
was applied, resulting in a decline in our plastics
sales. Meanwhile, the plastics sales of both
Showa Highpolymer Co., Ltd., and Heisei
Polymer Co., Ltd., remained at the previous
year’s levels.

Ethylene plant at our Oita Petrochemical Complex
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Japan Ethyl Acetate Co., Ltd.’s
new plant

Aluminum paste for
coating mobile phones



Specialty Chemicals Sales of specialty chemi-
cals grew with the start of sales of new intermedi-
ates, increases in the shipment volumes of Shodex
analytical columns, and full integration of the poly-
chloroprene rubber business. SDS Biotech K.K.’s
agrochemical business saw a slight decline in
sales due to the effect of a stronger yen. Operating
income from specialty chemicals declined slightly,
due to declines in the selling prices of amino
acids and sodium polyacrylate thickener.

New Developments SDS Biotech acquired
three lines of agrochemicals from Ube Industries,
Ltd. Showa Denko sold its epichlorohydrin busi-
ness to Daiso Co., Ltd.

Electronics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2003 2002 Difference Rate of change (%)

Sales 94,735 75,248 +19,488 +25.9%

Operating income 10,700 6,189 +4,511 +72.9%

Shipment volumes of hard disks (HDs) soared
due to strong demand, while those of compound
semiconductor epitaxial wafers for optical pickup
applications also grew. Specialty gases for semi-
conductor processing had higher shipment vol-
umes, centering on exports. The shipment volumes
and selling prices of rare earth magnetic alloys,
however, continued to stagnate. The total sales
in this segment increased 25.9%, to ¥94,735
million, compared with the previous year. Operating
income jumped 72.9%, to ¥10,700 million, due
mainly to the increase in the shipment volumes
of HDs. 

SDS Biotech's agrochemical products

10 Annual Report 2003

RREVIEW OF OPERATIONS

Chemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2003 2002 Difference Rate of change (%)

Sales 78,232 68,530 +9,701 +14.2%

Operating income 5,989 5,679 +310 +5.5%

Sales of gases & chemicals rose substantially,
due to increases in the volume of hydrofluorocar-
bons toll production and the transfer of the acry-
lonitrile business from the Petrochemicals segment.
Sales of specialty chemicals also rose, due to
increases in the shipment volumes of analytical
columns (Shodex), the start of sales of new inter-
mediates, and the full-year contribution of the
polychloroprene rubber business, which was
consolidated in the latter half of 2002. As a result,
the Chemicals segment’s sales in 2003 increased
14.2%, to ¥78,232 million. Operating income
increased 5.5%, to ¥5,989 million.

Gases & Chemicals While the selling prices of
industrial gases (oxygen, nitrogen, hydrogen,
etc.) and inorganic industrial chemicals fell, the
shipment volumes of ammonia for use in power
plants increased, as did the toll production of
HFC. The transfer of the acrylonitrile business
from the Petrochemicals segment further con-
tributed to the considerable increase in sales of
gases & chemicals. Meanwhile, operating income
declined due to increases in raw material costs.

Shodex liquid chromatography columns



existing LED materials, centering on gallium
phosphide (GaP), had lower selling prices and
shipment volumes. As a result, the total sales of
compound semiconductors declined. 

New Developments We successfully developed
four-element LEDs with exceptional brightness and
decided to commercialize them mainly for auto-
motive and outdoor display applications.

Rare Earths Sales of our rare earth magnetic
alloys fell due to continued stagnation in the magnet
manufacturing industry. 

New Developments In December 2003, opera-
tions began at our new neodymium-based magnetic
alloy production facility, jointly constructed with local
firms, in Baotou, Inner Mongolia, China.

Specialty Gases for Semiconductor
Processing Sales of specialty gases for semi-
conductor processing increased as Asian semi-
conductor markets recovered in the latter half of
the year.

New Developments We started selling C4F6, an
advanced dry etching gas that enables the process-
ing of system LSIs at extremely narrow line widths.

Ceramics The shipment volumes of SHOROX
LCD glass polishing agent increased, as did those
of titanium oxide for ceramic capacitor applications.
However, the shipment volumes of CMP slurries
declined.
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HDs Domestic and overseas PC shipments
increased in 2003. Furthermore, demand for hard
disk drives (HDDs) for non-PC applications grew
rapidly. Against this backdrop, shipment volumes
of our glass- and aluminum-substrate HDs
increased substantially, resulting in higher sales.

New Developments To meet brisk demand,
having acquired the Mitsubishi Chemical
Corporation Group’s HD business in Singapore,
we commenced its operations as Showa Denko
HD Singapore Pte. Ltd. in January 2003 and
expanded its production capacity by one million
disks a month as from October 2003. Furthermore,
we licensed our HD production technology to
Trace Storage Technology Corp. in Taiwan and
obtained the right to purchase HDs manufactured
by Trace on a preferential basis. As a result,
Showa Denko has established itself as one of the
world’s leading independent HD suppliers, with
the capacity to provide up to 8.3 million HDs
a month.

Compound Semiconductors The market for
laser-diode epitaxial wafers for DVD/CD-R optical
pickups grew, and sales of four-element, high-
brightness LEDs remained steady. However,

Four-element LEDs with exceptional brightness

Baotou Showa Rare Earth Hi-Tech New Material Co., Ltd., pro-
duces neodymium-iron-boron magnetic alloy.

HDs and HDDs with diameters of 1.8, 2.5, and 3.5 inches
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Inorganic Materials products for electronics

New Developments We have developed tita-
nium oxide paste (SP-X) for use in the electrodes
of dye-sensitized solar cells and have begun
sample shipments.

Fine Carbons Sales of VGCF carbon fiber
increased due to higher shipment volumes, which
reflected the growth of the lithium-ion battery market.

New Developments We established MEFS
Co., Ltd., a joint venture with Professor Morinobu
Endo of Shinshu University’s Faculty of Engineering,
to conduct research on advanced carbon
materials.

To meet growing demand for solid conductive
polymer aluminum capacitors, mainly from the
PC market, we decided to construct a second
production line at our site in Oyama, Tochigi
Prefecture.

Inorganic Materials
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2003 2002 Difference Rate of change (%)

Sales 50,969 56,878 -5,909 -10.4%

Operating income 2,654 1,369 +1,285 +93.9%

Although sales of ceramics maintained the level
of the previous year, sales of carbons & metallic
materials fell following our withdrawal from fer-
rochrome production in Japan. As a result, the
Inorganic Materials segment’s sales in 2003
decreased 10.4%, to ¥50,969 million. However,
operating income jumped 93.9%, to ¥2,654 mil-
lion, due to cost reductions.

Ceramics Sales of ceramics leveled off, but
operating income increased as a result of cost
reduction efforts.

New Developments In cooperation with
Mitsubishi Corporation, we established
Lianyungang Zhaoling Abrasives Co., Ltd., in
Jiangsu Province, China, for the production of
ceramic abrasive grains.

Carbons & Metallic Materials Sales of
graphite electrodes in Japan were almost
unchanged from the previous year. Showa Denko
Carbon, Inc.’s sales declined slightly due to the
effect of the rise in the value of the yen. In
February 2003, we withdrew from ferrochrome
production in Japan. In all, sales of carbons &
metallic materials fell, but operating income
improved.

Aluminum
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2003 2002 Difference Rate of change (%)

Sales 230,306 245,610 -15,304 -6.2%

Operating income 11,647 12,894 -1,247 -9.7%

Sales of aluminum ingots were maintained at the
previous year’s level. The shipment volumes of
such high-value products as Shotic forged alu-
minum products and photosensitive drums
increased. Meanwhile, domestic shipment

Graphite electrode poles and
connecting pins

Electric arc furnace in which
electrodes are used



fall in shipment volumes. Meanwhile, our sub-
sidiary in the Czech Republic increased its sales
due to a rise in shipment volumes following the
start-up of the second production line and the
transfer of production from our plant in Japan.
Sales at our subsidiary in Thailand increased only
slightly as the effect of the stronger yen offset
increases in shipment volumes. Our U.S. sub-
sidiary recorded a fall in sales due to a decline
in shipment volumes.

Aluminum Cans Sales of aluminum cans
decreased due to a fall in shipment volumes,
reflecting increased taxes on low-malt beer from
April 2003 and an unusually cool summer. Showa
Aluminum Can Corporation has decided to start
producing aluminum bottles, mainly for soft drink
applications.

New Developments Showa Denko Packaging
Co., Ltd., concentrated its production in the Kansai
region at its Hikone Plant, where a second facility
has been constructed to increase production.

By merging two agents in western Japan,
we have established Showa Denko Aluminum
Trading K.K. as a means to consolidate the dis-
tribution channels for our aluminum sheets
and extrusions in the region.

We also established Showa Denko (Dalian)
Co., Ltd., in Dalian, Liaoning Province, China,
as our subsidiary for the production of aluminum
cylinders for laser beam printers. The company
started commercial production in December
2003.

We have shifted the production of heat exchan-
gers for direct-cooling, home-use refrigerators
from Japan to Thailand and terminated domestic
production.
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volumes of extrusions and heat exchangers
declined. As a result, the Aluminum segment’s
sales fell 6.2%, to ¥230,306 million. Operating
income also fell 9.7%, to ¥11,647 million, despite
cost reduction efforts.

Rolled Products Sales of high-purity foils for
capacitors were up due to an increase in export
volumes. The shipment volumes of aluminum
alloy ST60, used in the heat sinks of plasma dis-
play panels, also increased. However, there was
a slight decline in the sales of commodity alu-
minum sheets. In all, sales of rolled products
remained at the level of the previous year.

Extrusions Sales of extrusions for automotive
parts applications were steady. However, with
regard to extrusions for the mainstream construc-
tion market, both volumes and prices fell, resulting
in an overall decline in extrusion sales. To reduce
costs, we cut the number of extruding machines
and closed the Sakai Plant, concentrating our
production at the Oyama and Hikone plants.

Shotic Sales of Shotic forged aluminum prod-
ucts were up, due to brisk demand both in Japan
and overseas for their use in automobile air
conditioners. 

Aluminum Specialty Products Sales of alu-
minum cylinders for laser beam printers rose, due
partly to increased shipments of color printers.

Heat Exchangers Domestic sales of automo-
tive heat exchangers decreased as a result of a

Capacitors containing our high-purity aluminum foils

Showa Denko (Dalian) Co.,
Ltd., produces aluminum
cylinders for laser beam
printers.

Aluminum beverage bottle




