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[General] 
Q. How are your forward exchange contracts for 

the 2H? 
A. We have arranged them for about 20% of expected 

transactions in the 2H.  Accordingly, the foreign 
exchange sensitivity of our operating income is that a 
1-yen appreciation against the dollar will reduce our 
operating income by ¥200 million in the 2H. 

Q. What do you expect to make difference in 
operating incomes of the 1H and 2H of 2016? 

A. Concerning the operating income from the 
Petrochemicals segment, there will be almost no 
difference between those in the 1H and 2H because 
the spreads between raw naphtha price and product 
prices in the 2H are expected to slightly decrease 
from those in the 1H, while we expect improvement 
in the difference between procurement and 
consumption prices of raw naphtha, and we will not 
have periodic shutdown maintenance of facilities to 
produce derivatives in the 2H, which we had in the 
1H.  As for the Chemicals segment, operating 
income will increase in the 2H due to seasonal 
factors.  To be specific, income from sales of carbon 
dioxide usually increases in summer.  Operating 
income from power generation business is expected 
to increase in the 2H because we had periodic 
shutdown maintenance in the 1H.  In the Electronics 
segment, shipment volumes of HD media are 
expected to increase in the 2H.  Valuation loss of 
the inventory of rare earths will decrease.  In the 
Inorganics segment, we expect an increase in the 
sales of graphite electrodes.  In the 2H, we will get 
rid of the negative influence of the replacement work 
of hydropower plants which took place in the 1H.  
As for the Aluminum segment, income from 
domestic sales of aluminum cans increases every 
summer.  We also expect an increase in sales of 
our aluminum can subsidiary in Vietnam. 

 
[Chemicals segment] 
Q. In the 1H, you maintained strong sales.  How 

will the performance of the Chemicals segment 
be in the 2H? 

A. We will maintain strong sales in the 2H.  Many 
products of the segment tend to record better sales in 
the 2H, such as carbon dioxide and dry ice.  Income 

from high-purity gases will increase in the 2H, since 
we have been maintaining strong sales after periodic 
maintenance of production facilities in the 1Q. 

Q. Many electronic device manufacturers are 
expected to start operation of new plants to 
produce 3D NAND or organic EL panels.  Do 
you have any plan to establish additional 
facilities to produce high-purity gases? 

A. We have been expanding our capacity to produce 
high-purity gases in order to respond to our 
customers’ establishment of new plants and 
production capacity expansion.  As a response to 
capacity expansion in our customers who 
manufacture 3D NAND, we plan to expand our 
capacity to produce high-purity gases for NAND 
processing in this 2H.  We hope for further 
expansion of our high-purity gas business in and 
after 2017. 

 
[Electronics segment] 
(HD media) 
Q. You reduced your capacity to produce HD 

media for 30%.  How is the current operating 
rate of your facilities?  It is said that information 
equivalent to 3 exabyte is generated every day.  
How is the increase in demand for HD media for 
near-line servers? 

A. About 400 million units of HDDs are expected to be 
shipped to the global market during 2016.  Due to 
an increase in the share of server use in total 
demand for HDDs, global demand for HD media in 
2016 is expected to be 800 million plateaus.  We 
have more than 20% global market share in HD 
media, and still have some production capacity 
surplus.  Due to an increase in demand for near-line 
servers, number of specific orders from HDD 
manufacturers to us to start programs to develop and 
produce HD media for near-line servers is increasing.  

Q. The speed of increase in capacity of storage 
media has been gradually slowing down.  
Recently, increase in storage capacity of HD 
media is 20% a year, and that of SSD is 15% a 
year.  The unit price of HD media per byte is 
one-tenth of that of SSD.  I think this ratio will 
not change during the coming 5 years.  How do 
you think? 



A. It is generally said that the shift in storage media 
from HDD to SSD is accelerated as the difference in 
unit prices of HDD and SSD narrows.  Thus the 
storage media shift in PCs from HDD to SSD is in 
progress.  However, we expect that per-bit cost 
advantage of HDD against SSD will be maintained, 
and that main storage media used in large capacity 
servers will continue to be HDDs. 

Q. Your expected number of employees at the end 
of 2016 is fewer than that of 2015.  Will that be a 
result of reduction in workforce mainly in your 
HD media sector? 

A. That is mainly a result of workforce reduction in our 
HD media production facilities outside of Japan.  In 
those production bases, we reduced number of 
floors used for HD media production, and 
concentrated media production on their efficient lines. 

 
[Inorganics segment] 
(Graphite electrodes) 
Q. How is the market condition in North America 

and other areas? 
A. At the end of 2015, operating rate of electric steel 

furnaces in North America was 60%.  At the end of 
the first half of 2016, this number rose to 75%.  As a 
result, the operating rate of the Showa Denko 
Group’s existing graphite electrode production 
facilities in North America has become at almost full 
capacity.  However, the current operating rate of our 
domestic graphite electrode production facilities in 
Omachi Plant, which has annual production capacity 
of 42,000 tons, is about 90% due to the stagnant 
operating rate of electric steel furnaces in Taiwan, 
South Korea, and Thailand caused by the weak 
market for electric steel in these countries, despite 
stable shipment volumes of graphite electrodes to 
Japanese customers.  Though our shipment 
volumes of graphite electrodes to the North 
American market have been recovering, market 
prices have not recovered yet due to sales at low 
prices by some manufacturers. 

Q. Do you foresee significant changes in 
supply-demand balance and market prices of 
graphite electrodes?  How do you expect the 
operating rate of your newly added graphite 
electrode production facilities in North America 
will be in the near future? 

A. The global production capacity of graphite 
electrodes has continuously been decreasing, and is 
expected to be about 790,000 tons/year by 2017.  
At that time, the average of operating rates of 
graphite electrode production facilities in the world will 
rise to 80%.  The steel market of North America has 
been gradually recovering.  However, it will take 
time to see the recovery of market prices of graphite 
electrodes there.  In Asia, though restructuring of 
large steel manufacturers in China has started, a 
serious condition of steel market still continues in 
which even a slight rise in steel prices triggers restart 
of suspended medium or small blast steel furnaces in 
China, resulting in supply-demand imbalance in the 
global steel market.  Therefore, we plan to gradually 
raise operating rate of our North American 
subsidiary’s newly added graphite electrode 
production facility with 30,000 tons/year production 
capacity, in order to make its total production in line 
with the recovery of the market demand. 

 
[Others segment] 
(LIB materials) 
Q. The market for lithium- ion battery (LIB) is 

rapidly expanding.  Would you explain how 
your LIB material business is expanding? 

A. The expansion of LIB market pushes up our sales of 
LIB materials.  Especially the market for LIBs for 
automotive application is rapidly expanding due to 
the expansion of EV market in China.  This 
movement has been increasing our sales of 
SCMGTM anode material and VGCFTM conductivity 
enhancer.  As for the state of competition in the 
market, we keep strong position in the market for 
VGCFTM because we are substantially the sole 
supplier of the product.  Though customers’ request 
for lower prices is very strong especially in the field of 
automotive application, we have already put on the 
market a very cost competitive grade of SCMGTM 
anode material for automotive application, which 
sells very well.  As for the market for laminated film 
for LIB packaging, to which we provide SPALFTM, the 
Showa Denko Group and another company 
occupies dominant positions.  We recognize it is 
essential for us to keep high-value-adding product 
quality and cost competitiveness in our LIB material 
business. 

 
*Performance forecast and other statements pertaining to the future as contained in this material are based on the information 
available as of the date and time of the briefing regarding risk factors that could affect our future performance.  Actual results may 
differ materially from the forecast due to a variety of risk factors, including, but not limited to, the economic conditions, costs of naphtha 
and other raw materials, demand for our products, market conditions, foreign exchange rates, changes in laws and regulations, and 
lawsuits.  As to the assumptions about the consolidated performance forecast including exchange rate and naphtha price, please 
refer to the Consolidated Financial Statements for the first half 2016 which were announced on August 9, 2016. 


