
year, we recorded extraordinary losses in advance—

such as provision for restructuring expenses, including

special severance pay for early retirees expected in

2002 and onwards—and we posted a net loss of

¥34,260 million. As a result, we again had to forgo

the payment of dividends for the term, and we deeply

apologize for this to our stockholders.

To counter the non-consolidated deficit incurred

at the end of the term, we drew on our capital reserve

by ¥38,642 million in March 2002.

Regarding capital investment in 2001, we expanded

our compound semiconductor and rare earth magnetic

alloy production capacities and newly constructed

solid conductive polymer aluminum capacitor manu-

facturing facilities. Our capital expenditures in 2001

totaled ¥32,299 million as investments were limited

for the most part to rationalization, maintenance,

and environmental protection measures.

To improve our financial strength, we made all-out

efforts to reduce debt. As a result, the outstanding

balance of debt as of the end of 2001 decreased

¥22,144 million, to ¥622,411 million.

Segment Performances

Broken down by business segment, net sales and

operating income were as follows:

In the Petrochemicals Segment, sales crept up

0.6%, to ¥233,647 million, but operating income fell

44.5%, to ¥6,130 million. Sales from olefins operations

decreased owing to lower selling prices that more than

offset the rise in production and sales volumes. Sales

from organic chemicals operations decreased as a

result of lower acrylonitrile selling prices despite not-

too-severe market conditions for acetic acid, vinyl

acetate monomer, and ethyl acetate. 

Japan Polyolefins Co., Ltd. (JPO)’s sales declined

mainly due to the fall in sales volumes. Meanwhile,

sales from plastic products operations increased owing
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The Japanese economy sharply deteriorated in

2001 following a slowdown in the U.S. economy

that led to lower exports, a prolonged inventory

adjustment process, a decline in private-sector

capital investment, and stagnation in consumer

spending amid increasing uncertainty in the

employment situation. The Japanese chemical

industry continued to face a severe business

environment due to the declines in exports and

the selling prices of petrochemicals as well as

a slowdown in demand for IT-related products.

Promotion of the Cheetah Project

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

Group companies continued to implement measures

defined in the “Cheetah Project,” a medium-term con-

solidated business plan that was introduced in 2000.

In the second year under the plan, we proceeded with

our efforts to improve our financial strength by cutting

debt, reducing total labor costs, and divesting the

Group of operations that are not consistent with our

desired business portfolio. Furthermore, Showa Denko

merged with Showa Aluminum Corporation and Shotic

Corporation to strengthen the aluminum business

and undertook restructuring measures in the

Petrochemicals Segment. In addition, we reduced the

workforce by around 1,000 employees through an early

retirement program in view of the expansion of our

overseas production and to eliminate the duplication of

staff positions where the mergers had resulted in overlap.

In February 2002, we sold our 50% equity owner-

ship in Showa Cabot Supermetals K.K.—to which the

equity method had been applied—to its co-owner,

Cabot Corporation, of the United States.

As for the Company’s consolidated performance

in 2001, net sales totaled ¥708,900 million, a decrease

of 5.1% from the previous term, and operating income

was down 35.2%, to ¥19,169 million. Also during the
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to the steady growth of production and sales in Asian

markets. Showa Highpolymer Co., Ltd., to which the

equity method had been applied, was consolidated in

the latter half of the year, contributing ¥12,313 million to

the increase in the Petrochemicals Segment’s sales.

During the year under review, we formed a strategic

alliance with BP PETRONAS Acetyls Sdn. Bhd.,

whereby we secured a long-term supply of acetic acid

from that company’s plant in Malaysia with a view to

strengthening our competitive position in the acetic

acid business. In addition, JPO started discussing the

merger of its polyethylene operations with Japan

Polychem Corporation.

In the Chemicals Segment, sales decreased 7.3%,

to ¥73,020 million, and operating income fell 15.8%, to

¥4,708 million. Sales from gases and chemicals opera-

tions were down owing to the decrease in shipments

of industrial gases and chemicals amid the recession.

In specialty chemicals operations, shipments of vitamin

C derivatives and new chelating agents increased.

However, due to decreases in shipments of other

product lines, sales from specialty chemicals opera-

tions declined. Sales from agrochemicals operations

were flat as the depreciation of the yen offset the fall in

the sales volume of Daconil fungicide. During the year,

we started expanding our HFC production capacity to

meet the increase in demand for HFC due to the toll

production arrangement with Asahi Glass Co., Ltd.

In the Electronics Segment, sales decreased 17.6%,

to ¥77,742 million, but operating income increased

6.0%, to ¥1,422 million. Shipments of glass-substrate

hard disks (HDs) saw a substantial increase while

those of compound semiconductors fell sharply due to

production and inventory adjustments by customers.

Sales of other electronic materials, including specialty

gases, rare earth magnetic alloys, fine carbon prod-

ucts, and specialty polishing agents, all decreased due

to lower demand.

During the year, we established a joint venture with

Sachem, Inc., of the United States, for the production

and sale of tetramethyl ammonium hydroxide (TMAH)

for use in photoresist developer. Moreover, we started

up a new company in Singapore to strengthen our

presence overseas in the area of semiconductor-

processing specialty gases.

In the Inorganic Materials Segment, sales fell 5.6%,

to ¥54,555 million, and operating income was down

41.7%, to ¥3,511 million. Sales from ceramics opera-

tions decreased owing to a decline in shipments. Sales

from carbons & metallic materials operations also fell

as sales volumes and selling prices of graphite elec-

trodes and high-carbon ferrochrome declined. Showa

Denko Carbon, Inc., our graphite electrode subsidiary

in the United States, saw a decline in sales due to the

fall in shipments and selling prices that reflected an

economic slowdown in that country.

In the Aluminum Segment, sales were down 4.9%,

to ¥269,936 million, and operating income fell 35.1%,

to ¥8,036 million. Sales from aluminum materials oper-

ations decreased owing to a substantial fall in demand

Mitsuo Ohashi, President and CEO
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for high-purity foils as a result of drastic production

cutbacks and inventory adjustments by capacitor man-

ufacturers. Shipments and selling prices of sheets and

extrusions also fell. Sales from aluminum fabricated

products operations were down as shipments of heat

exchangers and OA equipment components decreased.

Sales of Shotic continuously cast aluminum rods and

their forged products fell due to lower shipments that

reflected stagnant automobile sales in North America.

Meanwhile, sales of aluminum ingots increased as the

rise in domestic selling prices, due to the depreciation

of the yen, more than offset a decline in shipments.

During the year, we established Showa Denko Packaging

Co., Ltd., by consolidating Showa Denko K.K.’s fabri-

cated foil business and Heisei Polymer Co., Ltd.’s

lamination business.

Merger with Showa Aluminum Corporation

Showa Denko K.K. merged with Showa Aluminum

Corporation and Shotic Corporation on March 30,

2001, and July 1, 2001, respectively. Showa Denko

(Europe) GmbH and Showa Aluminium Europe GmbH,

both marketing companies in Europe, were also

merged on January 1, 2002.

Establishment of Sprout Project

While we are proceeding with the full implementation

of the current Cheetah Project, we have mapped out

a new three-year consolidated business plan for the

2003–2005 period named the “Sprout Project.” Com-

pared with the Cheetah Project, which focuses on

improving the consolidated balance sheet and restruc-

turing operations, the new business plan will focus on

growth strategies, taking full advantage of achieve-

ments made under the Cheetah Project. To ensure

a smooth transition to the new business plan, we

reformed our technology-related and aluminum busi-

ness related organizations in March 2002. In addition,

we will further reduce administrative expenses at the

head office through head-count reduction and improve-

ments in efficiency.

Launch of Vapor-Grown Carbon Nanofiber
Business

We have developed vapor-grown carbon nanofiber

(VGNF) with a fiber diameter of 80 nm (nm: one bil-

lionth of a meter) and completed 10-ton-per-year mass

production arrangements. VGNF is positioned between

vapor-grown carbon fiber (VGCF, having a fiber diame-

ter of 150 nm) and carbon nanotube (CNT, having

a fiber diameter of 20 nm). We have already

commercialized VGCF for use in lithium ion batteries.

Compared with VGCF, VGNF shows improved

electrical and thermal conductivity and higher strength.

Our market development efforts for VGNF will center

on such applications as fuel cells, high-performance

secondary batteries, capacitors, resin composites for

electrostatic coating and electromagnetic shielding,

and metal composites for higher strength and lighter

weight. We will step up the development of applica-

tions for these fine carbon fibers with different

diameters to better meet customer requirements.

MMESSAGE FROM THE MANAGEMENT

An extremely small nano-carbon-composite gear in which Showa Denko’s
vapor-grown carbon nanofiber is used
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New Products for Personal Care/Environment
Goods Markets

In addition to stabilized vitamin C that is effective as a

cosmetic agent against the formation of melanin, acne,

and inflammation and as ultraviolet shielding, we start-

ed selling the inorganic nano-particle ultraviolet shield-

ing materials Maxlight FTS and Maxlight ZS for use in

sunscreen cream and foundation. We also started sell-

ing the surfactin sodium salt Aminofect, a biosurfactant

that is gentle on the skin and shows 100 to 1,000

times greater surface activity than conventional surfac-

tants. Both the Maxlight series and Aminofect have

been adopted by major cosmetics manufacturers. SDS

Biotech K.K.’s herbicide business, which centered on

Dymron, has been strengthened further with the acqui-

sition of the Grachitor rice/lawn herbicide business

and the launch of the in-house-developed new rice

herbicide benzobicyclon.

Strengthening of Electronics Business

We commercialized indium gallium phosphide (InGaP)

epitaxial wafers for use in NTT Advanced Technology

Corporation’s hetero bipolar transistors, which will be

incorporated in next-generation cellular phones. 

In the area of value-added aluminum products for

electronics applications, we developed in 2001 a new

aluminum alloy ST60 for use in the heat sinks of plas-

ma display panels (PDPs). Thanks to its high strength,

excellent thermal diffusivity, and lightness, ST60 has

been adopted by manufacturers of PDPs, liquid crystal

displays (LCDs), and notebook PCs in Japan and

abroad. We also developed compact and high-

performance aluminum-fin heat sinks manufactured

using the extrusion method. While these products are

now used in PCs, we will develop automotive parts

applications as well.

ST60 aluminum alloy is used in this
heat sink for notebook PCs.

Compact and high-performance
aluminum heat sinks manufactured
using the extrusion method

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 sub-

stances’ entire life cycles, namely, the development,

production, distribution, use, final consumption, and

disposal of these substances. Responsible Care activi-

ties are now under way at our head office, five busi-

ness segments (comprising 15 business divisions and

11 regional offices), three branches, an R&D Center,

and 19 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 waste. We publish a

Responsible Care report every year detailing the results

of our efforts.

Showa Denko is continuing to work to obtain certifi-

cates of compliance with the ISO 14001 international

standards for environmental management systems.

Eleven sites have already been certified. Furthermore,

we are making continuous investments in projects for

reducing environmental load and conserving energy.

We have compiled an environmental accounting report

detailing our environment-related investments and

expenditures as well as their effectiveness.

Management is looking forward to your continued

support.

March 28, 2002

Mitsuo Ohashi, President and CEO


