
polishing (CMP) slurries, fine carbon for lithium-ion

batteries, and lead-free solder paste.

As for the Company’s consolidated performance in

2000, net sales totaled ¥747,000 million, an increase

of 12.7% from the previous term, and operating

income was up 18.0%, to ¥29,594 million. Net income

was held to a modest ¥2,763 million, however,

because we recorded an extraordinary loss of ¥9,655

million in additional retirement allowances for early

retirees to facilitate a reduction in workforce. As a

result, we had to continue to forgo the payment of divi-

dends for the term and we deeply apologize for this to

our stockholders.

Regarding capital investment in 2000, we stream-

lined our ethylene production facilities, consolidated

our polyethylene production lines, built a solid alu-

minum capacitor plant, and expanded our compound

semiconductor production capacity. Our capital

expenditures in 2000 totaled ¥40 billion as investments

were limited for the most part to rationalization, mainte-

nance, and environmental protection measures.

To improve our financial strength, we made all-out

efforts to reduce debt. As a result, the outstanding bal-

ance of debt, including that of newly consolidated

firms, as of the end of 2000 was down ¥27 billion from

a year before.

Showa Denko K.K. revalued the land it owns for

business use and recorded a ¥60,718 million revalua-

tion surplus, increasing its stockholders’ equity

¥58,792 million.

Segment Performances

Broken down by business segment, net sales and

operating income were as follows:

In the Petrochemicals Segment, sales rose 20.4%,

to ¥232,294 million, and operating income increased

9.1%, to ¥11,051 million. Sales from olefins operations

increased owing to higher selling prices that reflected
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The Japanese economy was on the track for

gradual recovery in 2000 owing to increased

exports to Asian countries and growing capital

investments. In the fourth quarter, however, the

U.S. economy showed signs of a slowdown and

the recovery of Asian economies lost momentum.

The Japanese chemical industry, which benefited

from strong demand in Asian markets, had to

face softening demand and decreased exports in

the fourth quarter. The business environment for

the industry continued to be severe, due partly to

soaring naphtha prices that squeezed profits.

Promotion of Cheetah Project

Under such circumstances, Showa Denko K.K. and its

Group companies implemented measures defined in

the “Cheetah Project,” a medium-term consolidated

business plan that was introduced in 2000. In the initial

year under the plan, we cut debt ¥27 billion, reduced

the workforce by around 800 through an early retire-

ment system, decreased total labor costs, and sold

seven affiliated companies and two operations, making

significant progress in improving our financial strength.

We will continue making our best efforts throughout

2001 to achieve the goals of the Cheetah Project,

which aims to renovate our operations in the 2000-

2002 period to pave the way for future growth. We will

also step up our efforts to ensure that innovations to

our corporate culture will take root firmly.

In our electronics-related businesses, a key strategic

growth area for the Cheetah Project, we have made

aggressive investments. As a result, we are seeing

steady growth in businesses related to indium-phos-

phide (InP) epitaxial wafers for optical communications

equipment, specialty gases for semiconductor pro-

cessing, and rare earth magnetic alloys. Moreover, we

anticipate substantial growth in businesses related to

solid aluminum capacitors, chemical mechanical



higher feedstock costs, despite a fall in volume caused

by a long period of scheduled shutdown that coincided

with the streamlining of ethylene production facilities. 

Japan Polyolefins Co., Ltd. (JPO), made efforts to

increase selling prices in response to rising feedstock

costs, but recorded lower sales as a result of the

transfer of its polypropylene business in June 1999.

Hymold Co., Ltd., a plastic injection molding company,

showed good results in its electronic components and

automotive parts operations. Sales from organic chem-

icals operations increased as selling prices of acetic

acid, vinyl acetate monomer, ethyl acetate and acry-

lonitrile rose. We streamlined our ethylene production

facilities in Oita to strengthen our competitive position.

In the Chemicals Segment, sales increased 23.3%,

to ¥78,782 million, while operating income decreased

2.3%, to ¥5,589 million. Sales from gases and chemi-

cals operations rose, mainly owing to increases in ship-

ments of industrial gases. In specialty chemicals

operations, shipments of vitamin C derivatives

increased. However, due to decreases in shipments of

pharmaceutical/agrochemical intermediates and the

transfer of the polyamide 6.6 business, sales from spe-

cialty chemicals operations declined. SDS Biotech K.K.

exported greater volumes of Daconil fungicide. Although

we withdrew from the marketing of HFC134a, we

started toll production of HFC134a for Asahi Glass

Co., Ltd.

In the Electronics Segment, sales increased 15.1%,

to ¥94,393 million, while operating income decreased

12.3%, to ¥1,342 million. Sales of compound semi-

conductors increased owing to larger demand for light-

emitting diodes (LEDs) for cellular phone applications

and increased shipments of InP epitaxial wafers for

optical communications equipment. However, sales of

hard disks (HDs) and memory disks fell sharply due to

a decline in shipments of aluminum-based HDs. Sales

of specialty gases increased due to brisk demand from
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the semiconductor industry. Sales of rare earth mag-

netic alloys and vapor-grown carbon fiber (VGCF) also

rose as a result of increased shipments.

We expanded our InP production capacity at

Chichibu and started shipments of solid conductive

polymer aluminum surface-mount capacitors from our

newly completed plant at Omachi. Showa Denko Air

Products Co., Ltd. expanded its CF4 and C2F6 pro-

duction capacities to meet growing demand for these

specialty gases for semiconductor processing.

In the Inorganic Materials Segment, sales fell 5.6%,

to ¥57,778 million, while operating income increased

9.1%, to ¥6,023 million. Despite our withdrawal from

the commodity refractories business as a means of

restructuring, sales of ceramics increased owing to

substantial increases in shipments of specialty alumina.

Sales of carbons and metallic materials declined due to

lower selling prices of graphite electrodes and higher

yen. Rationalization efforts contributed to the increase

in the Segment’s operating income.

In the Aluminum Segment, sales were up 8.0%, to

¥283,752 million, and operating income soared 54.5%,

Mitsuo Ohashi, President and CEO
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to ¥12,384 million. Shotic continuously cast aluminum

rods and their forged products business continued to do

well, and sales of aluminum ingots picked up thanks to

a recovery in the international market. Showa Aluminum

Alloy K.K.’s performances have improved as a result of

the integration of marketing and manufacturing func-

tions. In addition, the consolidated subsidiary Showa

Aluminum Corporation sold larger quantities of alu-

minum materials, including sheet, extrusions, and foils. 

Merger with Showa Aluminum Corporation

Showa Denko K.K. and Showa Aluminum Corporation

merged on March 30, 2001. The merger will facilitate

our efforts to strengthen the high-value-added, fabri-

cated aluminum products business defined as another

key business in the medium-term consolidated busi-

ness plan. We will strive to develop the synergies real-

ized through the merger as soon as possible.

The aluminum business is our largest, accounting

for about one-third of the Company’s net sales. Showa

Aluminum Corporation’s foils for electrolytic capacitors,

photosensitive drums, and automobile air conditioner

parts have been well received by the market due to the

high technological achievement they embody. By fus-

ing Showa Aluminum Corporation’s fabricating tech-

nology with Showa Denko K.K.’s inorganic/organic

chemical technologies, we are working to provide

high-quality, high-performance products to meet the

increasingly sophisticated and diversifying needs of the

market. In addition, we expect to achieve considerable

cost reductions as a result of the consolidation of both

companies’ head offices and sales offices, simplification

of the organization, and effective utilization of human

resources.
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At a press conference announcing the merger between Showa Denko K.K.
(SDK) and Showa Aluminum Corporation (SAC), from left, Mr. Mitsuo
Ohashi, President and CEO of SDK, and Mr. Iwao Kojima, President of SAC

Photosensitive drums produced by SAC
and electrolytic capacitors containing

SAC’s aluminum foils

Ethylene Plant at Oita after streamlining
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In 2000, Showa Denko K.K.’s Tokuyama Regional

Office, Central Research Laboratory, and

Higashinagahara Regional Office obtained certificates

of compliance with the ISO 14001 international stan-

dard for environmental management systems, bringing

the total number of the Company’s ISO 14001-certified

sites to nine. (The Production Technology Center, Oita

Complex, and regional offices in Omachi, Kawasaki,

Shiojiri, and Chichibu have already obtained this certifi-

cation.) We will step up our Responsible Care activities

under the new organization following the merger with

Showa Aluminum Corporation.

Management is looking forward to your continued

support.

March 30, 2001

Mitsuo Ohashi, President and CEO

Strengthening of Compound Semiconductors
Business

We are one of the largest suppliers in the world of galli-

um-phosphide and gallium arsenide epitaxial wafers for

LEDs. These two product lines constitute the mainstay

of our compound semiconductors business. In addi-

tion, we have decided to expand our production

capacity at Chichibu for InP mirror wafers and epitaxial

wafers to meet rapidly growing demand for these

products’ use in photodiodes for optical communica-

tions equipment. InP is an essential material in the key

devices used in dense wavelength division multiplexing

(DWDM) systems to dramatically increase the amount

of information transmitted over the Internet through

optical glass fiber. After the expansion, our InP produc-

tion capacity in early 2002 will have approximately six

times the capacity it had at the beginning of 2000.

Promotion of Responsible Care Activities

We are committed to the principles of Responsible

Care, which means that we work to ensure the safety

and health of our employees and of people everywhere

as well as to protect the environment from harm caused

by chemical substances throughout such substances’

entire life cycles, namely, the development, production,

distribution, use, final consumption, and disposal of

these substances. Responsible Care activities are now

under way at our head office, four business segments

(comprising 10 business divisions and nine regional

offices), three branches, and 20 subsidiaries/affiliates

based on voluntary, specific action plans.

We are addressing a wide range of issues, including

energy conservation, a reduction in the discharge of

substances covered by the Pollutant Release and

Transfer Register Law, an expansion of recycling activi-

ties, and a cut in the volume of disposed waste. We

publish a Responsible Care report every year detailing

the results of our efforts.

InP compound semiconductors
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