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PPROGRESS IN IMPLEMENTATION OF THE CHEETAH PROJECT

Showa Denko K.K. and its Group companies are proceeding
with implementation of the Cheetah Project, a medium-term
consolidated business plan that was introduced in 2000
under the slogan of “Transforming a diversified chemical
company into a focused, individualized chemical company.”

In the initial three-year period (2000-2002), we are carry-
ing out an action plan to renovate operations to pave the
way for future growth. During this period, we are strategi-
cally reducing the scope of operations while maintaining
investments in high growth potential areas.

Specifically, we are reducing fixed costs and improving
the consolidated balance sheet by selling operations and
affiliated companies that are not consistent with our target
business portfolio as well as reducing debts and personnel.
Through these measures, we intend to establish a stronger
base for earning power.

MAJOR ACCOMPLISHMENTS IN 2000 WERE AS FOLLOWS:
� Reached agreement on the merger with Showa Aluminum Corporation.

The merger, which took effect in March 2001, will enable us to
strengthen high-value-added, fabricated aluminum products business. 

� Successfully expanded the electronics-related businesses, increasing
production capacities for compound semiconductors and semiconduc-
tor-processing specialty gases.

� Made progress in reducing debts and total labor cost, exceeding the
numerical targets set forth in the Cheetah Project.

THE FOLLOWING SHOWS HOW WE ARE MAKING PROGRESS
IN IMPLEMENTING THE CHEETAH PROJECT:
1. Status of achievement of goals set forth in the plan
(1) Sale of operations and affiliated companies

While the plan calls for sale of 15 or more affiliated companies by the
end of 2002, we sold seven companies, including Mibugawa Electric
Power K.K., and two operations in 2000. The sale helped us to reduce
debts by ¥8 billion and resulted in a ¥4.6 billion profit on sale.

(2) Reduction in personnel and total labor costs
The plan calls for reductions of 2,500 in headcount and ¥20 billion in
total labor costs compared with the levels at the end of 1998. When
employees of newly consolidated subsidiaries are excluded, we
achieved reductions of 2,300 in headcount and ¥17 billion in total labor
costs by the end of 2000. An early retirement support system was
implemented in 2000, which led to a reduction of around 800 in head-
count and resulted in an extraordinary loss of ¥9,655 million.

(3) Elimination of accumulated deficit
Due to the influence of changes in Japanese accounting systems, the
accumulated deficit at the end of 2000 was approximately ¥2 billion
larger than the figure at the end of 1999. However, partly as a result of
the merger with Showa Aluminum Corporation, the accumulated deficit
will substantially decrease, to around ¥15 billion, by the end of 2001.

(4) Reduction in debt
It is planned to reduce debt from ¥711.6 billion at the end of 1998 to
less than ¥600 billion by the end of 2002. At the end of 2000, we had
reduced debts by ¥27 billion, taking into account a ¥24 billion increase
in debt coming from newly consolidated subsidiaries. 

(5) Other numerical targets (in billions of yen)

1998 1999 2000 2001* 2002
Plan Result Plan Forecast Plan

Net sales 730.9 662.7 650.0 747.0 660.0 760.0 690.0

Operating income 28.6 25.1 38.0 29.6 46.0 38.0 51.0

ROA (Net income basis) -1.5% -0.1% 1.1% 0.3% 1.6% N.A. 2.0%

* The forecast for 2001 is based on the figures Showa Denko filed with the Tokyo Stock
Exchange on February 27, 2001.

2. Strategic moves in respective segments based on the target busi-
ness portfolio
(1) Electronics: Areas of high growth potential
� Compound semiconductors

The decision was made to substantially increase the production capaci-
ty for indium-phosphide (InP) wafers for use in photodiodes for optical
fiber communications equipment. It was also decided to advance into
the market of gallium-arsenide (GaAs) epitaxial wafers for electronic
device applications.

� Rare earth magnetic alloys
The world’s largest 1.5-ton furnace was installed, for start-up in spring
2001.

� Semiconductor processing specialty gases
New sites were added in Taiwan (second unit) and Singapore. We now
have four overseas sites in three countries. Production capacities for
CF4 and C2F6 were increased at Showa Denko Air Products Co., Ltd.

� Hard disks (HDs) and memory disks (MDs)
In 2000, the sales volume of aluminum-based HDs declined, resulting in
a substantially lower operating income for the HD business in view of
the goals defined in the Cheetah Project. Extensive cost reduction mea-
sures were taken for both HD and MD businesses.

Showa Denko is the sole HD vendor that produces both aluminum-
and glass-based HDs. While maintaining the industry-leading technolo-
gies, we implemented cost reduction measures in 2000, including cut in
production capacity. We placed on the market newly developed 1.8”
glass-substrate HDs for PC cards.

Showa Aluminum Corporation established an integrated MD produc-
tion setup in Malaysia in 2000 while reducing production in Japan,
achieving substantial cost reductions.

� New products
The following are new products we have developed as a result of the
fusion of inorganic and organic chemical technologies:

• Solid conductive polymer aluminum surface-mount capacitors
These products use our proprietary conductive polymer technology. A
commercial plant was completed in autumn 2000, and commercial pro-
duction began at the end of the year.

• Specialty ceramic polishing agents
We expanded the production of a ceria-based polishing agent for LCD
panels and glass substrates for HDs. We also began the commercial
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supply of chemical mechanical polishing (CMP) slurries for processing
semiconductor devices.

• Fine carbon (vapor-grown carbon fiber: VGCF)
Demand for this product is growing for use as an additive in lithium-
ion/polymer batteries.

• Lead-free solder paste
This product has been officially adopted in the manufacture of notebook
PCs. We expect an increasing demand for this environment-friendly
product.

(2) Aluminum: Focusing on high-value-added fabricated aluminum products
� Merger with Showa Aluminum Corporation

Showa Aluminum Corporation was well known worldwide for its leading
technologies and wide range of operations in such areas as high-purity
aluminum foils for capacitors, photosensitive drums for photocopiers,
and heat exchangers for automobile air conditioners. The merger will
facilitate technical consolidation, enabling us to provide high-performance,
high-quality fabricated aluminum products to the electronics and auto-
motive industries.

As a result of the merger, annual savings of ¥3-4 billion will be mate-
rialized three years after the merger through such measures as the con-
solidation of head offices and branches, the streamlining of the
organization, and the effective use of personnel.

Operations will be expanded through effective use of production/sales
units around the world. Showa Aluminum Corporation’s production
sites in the U.S.A., the Czech Republic, the Philippines, Thailand,
Indonesia, and Malaysia are now linked to Showa Denko’s aluminum
fabrication facilities in the U.S.A., Portugal, and Singapore.

� Consolidation of Group operations
Shotic Corporation, which owns casting/forging technologies comple-
menting Showa Aluminum Corporation’s technologies, will be merged
into Showa Denko by the middle of 2001. SKY Aluminium Co., Ltd., as
a stable supplier of aluminum materials, will strengthen its cost position.
Unifus Aluminum has been established as a joint marketing company
for SKY Aluminium Co., Ltd. and Furukawa Electric Co., Ltd. 

� Further growth of the high-value-added, fabricated aluminum products
business
The development of CPU cooling units and automotive suspension
parts will be facilitated. Shotic Corporation has developed an innovative
“S” process aluminum casting technology. Shotic Corporation’s plant in
Portugal has started the commercial production of automotive forged
parts. Shotic now has a total of four production sites: one each in
Japan, the U.S.A., Europe, and Southeast Asia.

� Reorganization of commodity product operations
Alloys manufacturing and marketing functions have been consolidated
at Showa Aluminum Alloy K.K. as of the beginning of 2000 to reduce
costs.

Shoko Co., Ltd., and Kyodo Light Metal Trading Co., Ltd., merged in
April 2000, consolidating aluminum-trading functions within the Showa
Denko Group and achieving cost reductions and greater marketing
strengths.

(3) Chemicals
� Specialty chemicals

We acquired a venture capital company specializing in the production of
photoresist ink.

Furthermore, we established a joint venture company, EC-Showa
Denko K.K., with EMS-Chemie AG of Switzerland, transferring our
polyamide 6.6 business to this joint venture.

SDS Biotech K.K. formed an alliance with FUMAKILLA Ltd. in the
areas of insecticides and fungicides by establishing a joint venture
FUMAKILLA • Totalsystem Ltd.

� Gases and chemicals: Earning power strengthened by reorganization 
In industrial gases operations, we sold three affiliated companies.
Meanwhile, we initiated the toll production of hydrofluorocarbon 134a
(alternative to chlorofluorocarbon) for Asahi Glass Co., Ltd.

(4) Petrochemicals—Measures taken to improve competitiveness
We completed work for the streamlining of our ethylene production facili-
ties in Oita in September 2000. Total annual production capacity has
strategically been reduced from 750,000 tons to 600,000 tons. The new
setup ensures the full operation of the ethylene plant almost all the time,
considerably strengthening our cost position. 

Construction work was started in Oita to consolidate JPO’s high-density
polyethylene production lines, reducing costs and improving quality.

In the polypropylene business, SunAllomer Ltd. invested in PolyMirae
Co., Ltd., of South Korea. 

(5) Inorganic materials—Progress of restructuring
This segment is providing technological support for Showa Denko’s
electronics business.

The ceramics business has recovered earning power as a result of the
withdrawal from unprofitable operations and a shift of focus to the elec-
tronics-related materials business.

Meanwhile, we sold the Atomiron electrolytic iron business in autumn
2000 and implemented cost reduction measures for our ferrochrome
operations in Japan.
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