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Petrochemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2004 2003 Difference Rate of change (%)

Sales 254,351 235,124 +19,227 +8.2%

Operating income 20,132 11,971 +8,161 +68.2%

The Petrochemicals segment’s sales for 2004 increased
8.2%, to ¥254,351 million, as sales of olefins and organ-
ic chemicals rose due to higher selling prices, offsetting
the effect of the transfer of the polyethylene business.
Operating income jumped 68.2%, despite rising naph-
tha costs, to ¥20,132 million, as the market prices
went up, reflecting the tight supply on the market.

Olefins
Ethylene production in Japan totaled 7.57 million tons
in 2004, an increase of 2.7% from the preceding year,
reflecting growing demand from China and other Asian
countries and economic recovery in Japan. Utilization
rates of ethylene plants in Japan remained at high lev-
els. Showa Denko’s ethylene production increased
4%, to 671,000 tons. Although shipment volumes of
ethylene declined slightly as a result of the start-up of
our new ethyl acetate plant in Oita, sales of olefins
were up, owing to higher olefin prices and increased
shipment volumes of propylene. Operating income rose
substantially, due to continued cost reductions and
strong markets in Asia.

New Developments In 2000, we strategically
reduced the ethylene production capacity at our Oita
Petrochemical Complex from 750,000 tons a year (two
trains) to 600,000 tons a year (one train). Since then,

the ethylene plant has maintained high-capacity utiliza-
tion. While we are allowed to independently inspect the
safety of our ethylene plant under the High Pressure
Gas Safety Law, we have obtained governmental
approval to lengthen the intervals between scheduled
shutdowns from two years to four. The approval of
extended operation has further improved the competi-
tiveness of the Oita ethylene plant.

Organic Chemicals
Sales of organic chemicals increased due to the start-
up of the new ethyl acetate plant as well as a rise in the
selling prices of acetic acid, vinyl acetate, and ally alco-
hol in the second half of the year, reflecting increases in
feedstock costs. Operating income from organic chem-
icals operations increased as well.

New Developments We established Japan Ethyl
Acetate, a joint venture with Kyowa Hakko Kogyo Co.,
Ltd., in 2003 for the production of ethyl acetate, the
demand for which has been growing rapidly in the
Asian market. The new company started operating its
100,000-ton-a-year plant in April 2004.

Plastics
Sales of plastics declined substantially, due to the
transfer in September 2003 of the polyethylene busi-
ness to Japan Polyethylene, to which the equity method
was applied. Sales of plastics by Showa Highpolymer
were up due to an increase in shipment volumes,
reflecting growing demand in Japan for home-building
materials. Sales of plastic products by Heisei Polymer
also rose due to an increase in shipment volumes.

New Developments Heisei Polymer became a
wholly owned subsidiary of Showa Denko in August
2004 through a share exchange agreement. This
was intended as a measure to strengthen the cost-
competitiveness of the Group’s plastic products
business.

Chemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2004 2003 Difference Rate of change (%)

Sales 80,188 78,232 +1,956 +2.5%

Operating income 4,845 5,989 -1,144 -19.1%

The Chemicals segment’s sales increased 2.5%, to
¥80,188 million, due partly to the start of full-scale
operations at our facility for processing waste plastics.
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New ethyl acetate plant (Oita)



Specialty Chemicals
Shipment volumes of Shoprene polychloroprene syn-
thetic rubber increased and those of Shodex analytical
columns remained steady. However, shipment volumes
of stabilized vitamin C for feed additive and agrochemical
intermediates fell, resulting in a decrease in the overall
sales of specialty chemicals. Sales of agrochemicals at
SDS Biotech were maintained at the previous year’s
level. Operating income from specialty chemicals fell,
due mainly to the stagnation of agrochemical interme-
diate and feed-additive stabilized vitamin C operations.

New Developments We developed a new iso-
cyanate product, Karenz AOI, containing both acrylic
and isocyanate groups. The product enables high-speed
photo-curing of resins. Sample shipments began for
use in the electronics and printing industries.

We delivered our innovative waste anesthetic gas
disposal system to Karolinska University Hospital in
Huddinge, Sweden. The system helps reduce emis-
sions of nitrous oxide (N2O), which is a greenhouse gas.

We developed the world’s first grade of stabilized
vitamin C that permeates deep into the skin. Sales of
the product, effective for wrinkle care when used as an
additive in cosmetics, started in early 2005 under the
trade name of Apprecier.

Electronics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2004 2003 Difference Rate of change (%)

Sales 112,455 94,735 +17,720 +18.7%

Operating income 14,919 10,700 +4,219 +39.4%

The Electronics segment’s sales rose 18.7%, to
¥112,455 million, and operating income jumped
39.4%, to ¥14,919 million. While shipment volumes of
compound semiconductors were maintained at the
previous year’s level due to inventory adjustments in
the latter half of the year, sales of HD media increased
substantially following the consolidation of Showa
Denko HD Trace in July and expansion of the Group’s
HD production capacities. Sales of various electronic
materials also increased.
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HDD with 0.85-inch diameter

However, operating income dropped 19.1%, to ¥4,845
million, mainly due to the stagnation of agrochemical
intermediate and feed-additive stabilized vitamin C
operations.

Gases & Chemicals
Sales of industrial gases fell as a result of the transfer of
the oxygen/nitrogen/hydrogen businesses to TG Showa,
to which the equity method was applied. Sales of
industrial chemicals also fell, due to our withdrawal
from the epichlorohydrin business in 2003. Overall
sales of gases & chemicals increased due to the start
of full-scale operations at our facility for processing waste
plastics, but operating income decreased.

New Developments In the first half of 2004, follow-
ing the introduction of a recycling project in 2003, we
began to make use of waste plastic in our commer-
cial production of ammonia at the Kawasaki plant. We
utilize waste plastic—used containers and wrapping
for consumer products as well as industrial waste—
as feedstock for the production of ammonia and
other chemical products. The new process enables
us to almost halve the consumption of conventional 
petroleum-based feedstock, including naphtha, and
to reduce impact on the environment.

We established TG Showa, a joint venture with
Tokyo Gas Chemicals Co., Ltd., which is a subsidiary
of Tokyo Gas Co., Ltd., and it began operations in July
2004. The new company, which sells the parent com-
pany’s industrial gases, centering on oxygen, nitrogen,
and hydrogen, aims to raise the efficiency of marketing
and logistics in the Kanto region—the main market—
and improve the competitiveness and profitability of
the business.

Shipment of industrial gases (Kawasaki)



on the market. The development resulted from the
combination of proprietary technologies for the produc-
tion of compound semiconductors and HD media.
Demand for blue LEDs is growing for such applications
as mobile phones, outdoor displays, illuminations, and
automotive devices.

Rare Earths
Sales of our rare earth magnetic alloys increased due to
the recovery of demand for neodymium-based magnets
and the start-up of our alloy plant in Baotou, China. 

Specialty Gases for Semiconductor
Processing
Despite inventory adjustments by the semi-
conductor industry in the second half of the year, ship-
ment volumes remained steady and demand for LCD
applications expanded. As a result, sales of specialty
gases for semiconductor processing were up. 
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Hard Disks
Demand for hard disk drives (HDDs) grew rapidly in
2004 for consumer electronics applications, resulting in
increased shipment volumes of HDDs and HD media.
Our HD media sales also grew, centering on 1.8-inch
glass-substrate media, an area in which our market
position is especially strong. The consolidation of Showa
Denko HD Trace and the production capacity expan-
sion contributed to the sales growth. The Group’s HD
media production facilities in Japan, Singapore, and
Taiwan continued almost full-capacity operations
throughout 2004.

New Developments In July 2004, we acquired
two-thirds of the issued shares of Trace Storage
Technology, an HD media manufacturer in Taiwan,
through purchase of new shares, and provided our
new technology to the resulting consolidated sub-
sidiary, Showa Denko HD Trace. Further, we increased
our HD media production capacity by more than two
million HDs a month through debottlenecking at Showa
Denko HD Trace and facilities in Chiba, Japan, and
Singapore. Since the consolidation of Trace, Showa
Denko has established its status as the largest inde-
pendent HD media supplier in the world, with a produc-
tion capacity of more than 10 million HDs a month.

Compound Semiconductors
Shipment volumes of laser-diode epitaxial wafers for
optical pickups increased in the first half of the year.
However, due to inventory adjustments of gallium
phosphide (GaP) epitaxial wafers for LEDs in the sec-
ond half, overall shipment volumes of compound semi-
conductors for 2004 were almost unchanged from the
previous year’s level.

New Developments We developed a GaN-based
blue LED that boasts the highest level of brightness

Testing of blue LED chip life

Baotou Showa Rare Earth Hi-Tech New Materials
Co., Ltd., produces Nd-Fe-B magnet alloy.

Patterns of dry etching with C4F6 at line widths as narrow as 90nm
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New Developments In October 2004, we estab-
lished a Taiwan subsidiary, Taiwan Showa Chemicals
Manufacturing Co., Ltd., which will join our current
facility in Japan in producing high-purity ammonia to
meet rapidly increasing demand. High-purity ammonia
is used as a nitrogen source in the production of GaN
LED and electronic devices as well as a nitride-film-
forming gas in the production of semiconductors and
LCDs. Showa Specialty Gas (Taiwan) Co., Ltd., a
specialty gas marketing subsidiary, has been consoli-
dated since the second half of 2004.

Ceramics
Sales of electronic ceramics grew due to increases in
shipment volumes of titanium oxide for capacitors and
polishing materials for LCDs.

New Developments To develop and market titani-
um oxide paste for dye-sensitized solar cells, we formed
an alliance with Tsutomu Miyasaka, a professor at Toin
University of Yokohama, who is an authority in this
area. We invested in a venture capital established by
the university for the dye-sensitized solar cell business.

Carbons
Sales of fine carbons, including VGCF carbon nanofibers,
increased as shipments to domestic customers grew
for lithium-ion battery applications and as we obtained
new customers overseas.

New Developments We developed and started
sample shipments of VGCF-S, a new grade of carbon
nanofiber suitable for addition to resins in which electri-
cal conductivity is required. 

Capacitors
Shipment volumes of solid conductive polymer alu-
minum surface-mount capacitors increased following
the completion of our expansion of the Oyama facility.
The Company established a Capacitor Division in
January 2005 to conduct this business on a full scale.

Inorganic Materials
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2004 2003 Difference Rate of change (%)

Sales 55,295 50,969 +4,325 +8.5%

Operating income 6,099 2,654 +3,445 +129.8%

The Inorganic Materials segment’s sales rose 8.5%, to
¥55,295 million, and operating income skyrocketed
129.8%, to ¥6,099 million, due to steady shipments and
solid prices both in the ceramics and carbons & metallic
materials businesses.

Ceramics
Sales of ceramics increased due mainly to steady ship-
ments of alumina. Operating income also increased.

New Developments Lianyungang Zhaoling
Abrasives Co., Ltd., our joint venture with Mitsubishi
Corporation and Shoko Co., Ltd., for the production of
ceramic abrasives grains, began trial runs in late 2004
at its plant in Jiangsu Province, China.

Carbons & Metallic Materials
Both sales and operating income from this business
rose as sales of graphite electrodes by Showa Denko
K.K. and its U.S. subsidiary Showa Denko Carbon
increased due to steady shipment volumes and selling
prices. 

Shipment of graphite electrodes (Omachi)

Film-type, dye-sensitized solar cell capable of achieving over 4V.

Lianyungang Zhaoling Abrasives Co., Ltd. (China) 



New Developments Showa Denko (Dalian) Co.,
Ltd., began full-scale operations in China to produce
aluminum cylinders for laser printers.

Shotic
Sales of Shotic forged products were up due to
increases in shipments in Japan, Europe, and
Singapore for car air-conditioner parts applications.

Heat Exchangers 
Sales of heat exchangers fell due to decreases in ship-
ment volumes in Japan and North America. Sales in
Europe were maintained at the previous year’s level.

New Developments We started supplying BAR
Honda, a Formula 1 team, with aluminum radiators.

In November 2004, to participate in the Chinese
automotive market, we acquired a 35% stake in a
local car air-conditioner heat exchanger manufacturer,
which subsequently changed its name to Grand
Ocean-Showa Auto Air Conditioning (Dalian) Co., Ltd.
This company started supplying the latest models,
which are based on Showa Denko technology and
meet Volkswagen’s worldwide specifications, to the
Volkswagen Group in China in the first half of 2005. 

Aluminum Cans
Sales of aluminum cans fell, as the increase in ship-
ment volumes was not sufficient to offset the decrease
in selling prices. 

New Developments We commissioned an aluminum
bottle production line and started selling this new prod-
uct in the second half of 2004.
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Aluminum
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2004 2003 Difference Rate of change (%)

Sales 238,419 230,306 +8,113 +3.5%

Operating income 12,321 11,647 +674 +5.8%

The Aluminum segment’s sales increased 3.5%, to
¥238,419 million, and operating income rose 5.8%, to
¥12,321 million. Sales of aluminum ingot increased
due to higher selling prices, reflecting rising LME
prices. Sales of extrusions, rolled products, and Shotic
forged products also increased, offsetting the decline
in shipment volumes of automotive heat exchangers in
Japan and North America.

Rolled Products
Sales of rolled products were up due to increased ship-
ment volumes of high-purity aluminum foils for capaci-
tors, reflecting the growing demand for DVDs and
plasma display panels.

New Developments We developed high-performance
aluminum reflectors for LCDs and began sample ship-
ments. The product is an extension of our ST60 aluminum
alloy, used as heat sinks for plasma display panels. Due
to the proprietary white coating, the new product offers
high heat dissipation efficiency and light resistance.

Extrusions & Specialty Products
We established an Extrusions/Specialty Products
Division in July 2004 by merging the Extrusion Division
and the Aluminum Specialty Products Division. Overall
sales were up as a result of increased shipment vol-
umes of extrusions, primarily large extrusions, rods,
and tubes, while sales of specialty products were
maintained at the previous year’s level. 

Shotic forged aluminum products

Automotive heat exchangers, 
BAR Honda team supplier logo




