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Petrochemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2002 2001 Difference Rate of change (%)

Sales 227,753 233,647 -5,894 -2.5%

Operating income 9,955 6,130 +3,825 +62.4%

In 2002, sales of olefins and organic chemicals
fell, while sales of plastics rose as the full year of
Showa Highpolymer Co., Ltd.’s consolidation
more than offset the sale in late 2001 of over-
seas injection molding subsidiaries. In all, the
Petrochemicals Segment’s sales for the year
decreased 2.5%, to ¥227,753 million. However,
operating income increased 62.4%, to ¥9,955
million, as a result of cost reductions at our ethyl-
ene plant and other plants as well as the recovery
of the organic chemicals market in the latter half
of the year.
Olefins Ethylene production in Japan totaled
7.15 million tons in 2002, representing a decline
of 2.9% from the preceding year, due to shrink-
age in the domestic demand for petrochemicals,
caused by the prolonged recession.

Showa Denko’s ethylene production decreased
from 629,000 tons in 2001 to 568,000 tons in
2002 as a result of a maintenance shutdown in
March and April. Sales of olefins decreased due
to the maintenance shutdown and lower selling
prices that accompanied a fall in naphtha prices.
Operating income improved, however, as a result
of continued cost reductions in ethylene plant
operation and because we benefited from propy-
lene’s high selling prices.

Organic Chemicals Sales of acetic acid and
acrylonitrile were up due to greater sales volume
and higher selling prices, respectively. Sales of
vinyl acetate and ethyl acetate were down, since
the rise in their selling prices in the second half of
the year was not enough to offset the low selling
prices and decreased sales volumes in the first
half. As a whole, sales of organic chemicals
declined slightly.

Operating income increased due to overall
cost reductions, the full-year contribution of the
long-term guaranteed supply of acetic acid from
BP PETRONAS Acetyls, and an increase in the
selling prices of acetic acid in the second half.

Showa Aluminum Powder K.K., a consolidated
subsidiary, increased its sales of aluminum paste
products for use in automotive applications in
South Korea, Southeast Asia, and North America.
Plastics The sales and operating income of
Japan Polyolefins Co., Ltd. (JPO), declined. This
was because the company suffered from low
selling prices in the first half of the year and was
unable to implement sufficient price increases to
compensate for the rise in naphtha prices in the
second half.

Showa Highpolymer, which had become a
consolidated subsidiary in the latter half of 2001,
contributed to a substantial growth in plastics
sales in 2002. Heisei Polymer Co., Ltd., had
lower sales as a result of the transfer of its lami-
nate business to a subsidiary in Showa Denko’s
Aluminum Segment.

Chemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2002 2001 Difference Rate of change (%)

Sales 68,530 73,020 -4,490 -6.1%

Operating income 5,679 4,708 +971 +20.6%

Sales of specialty chemicals decreased slightly,
due to the sale of a paper-processing agent busi-
ness and other factors, despite the increased
sale of agrochemicals by SDS Biotech K.K. Sales
of gases & chemicals decreased substantially,
due mainly to falling shipment volumes and lower
selling prices for industrial gases that reflected
stagnant domestic demand. As a result, the
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Chemicals Segment’s sales in 2002 declined
6.1%, to ¥68,530 million.

The operating income of the Chemicals
Segment improved due to the contribution of
cost reduction efforts in agrochemicals and other
specialty chemicals.
Gases & Chemicals Sales of industrial gases
(oxygen, nitrogen, etc.) fell due to decreased
sales volumes and lower selling prices, while
sales of hydrofluorocarbons rose as a result of
the increased toll production of HFC 134a and
the start of the toll production of HFC 125. Sales
of caustic soda and ammonia were down due to
decreases in sales volumes. As a result, gases
and chemicals had lower sales, but operating
income improved due to cost reductions.
Specialty Chemicals Stabilized vitamin C for
cosmetic applications and EDTA chelating agents
grew in sales. Sales of specialty polymers
increased following the start of our Shoprene
polychloroprene business. However, sales of
amino acids and sodium polyacrylate thickener
were lower due to decreases in selling prices.
Due partly to the sale of the paper-processing
agent business, sales of specialty chemicals as a
whole declined. Operating income improved,
however, mainly as a result of cost reductions.

SDS Biotech K.K. increased its sales as a
result of the increased shipments of its new her-
bicide, Grachitor.
New Developments In November 2002, we
established a fully owned subsidiary, Showa
Denko Elastomers K.K., by reorganizing Showa
DDE Manufacturing K.K.

Electronics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2002 2001 Difference Rate of change (%)

Sales 75,248 77,742 -2,494 -3.2%

Operating income 6,189 1,422 +4,767 +335.2%

The Electronics Segment’s sales in 2002 fell
3.2%, to ¥75,248 million, but operating income
rose 335.2%, to ¥6,189 million, due mainly to a
substantial increase in shipment volumes of HDs.
Sales of specialty gases and polishing agents for
LCD panels and glass increased. However, total
sales of electronic materials decreased as sales
of rare earth magnetic alloys fell due to lower sell-
ing prices and shipment volumes and because
we stopped selling capacitor-grade tantalum
powder.
HDs and MDs PC production in 2002 grew
only modestly. However, since our customers in
the hard disk drive (HDD) industry increased their
market shares substantially, shipment volumes of
our aluminum- and glass-substrate HDs grew
accordingly. As a result, our HD business had
increased sales. In our MD business, sales of alu-
minum substrates rose as increases in shipments
more than offset decreases in selling prices. 
New Developments We acquired the
Mitsubishi Chemical Corporation Group’s HD
business in Singapore. With an aluminum-sub-
strate HD production site now in Singapore as
well as in Japan, we have substantially increased
production capacity and solidified the founda-
tions of the business.
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Hard disk drives, hard disks, and substratesChemical mechanical polishing
(CMP) slurry

SDS Biotech K.K. Tsukuba Laboratory
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Compound Semiconductors Although
demand remained low for indium phosphide (InP)
epitaxial wafers for photodiodes, our compound
semiconductors business recorded modest
increases in sales and operating income. This
was due to the recovery of demand for LEDs in
the first half of the year and a sharp rise in demand
for laser epitaxial wafers for optical pickups.

In the optical electronic materials product line,
sales of gallium phosphide (GaP) LEDs showed
temporary recovery between March and July.
Sales of four-element, high-brightness LEDs were
also favorable. The market for laser-diode epitaxial
wafers for DVD optical pickups expanded rapidly.

Sales of InP epitaxial wafers dropped to less
than a third of the preceding year, reflecting the
prolonged, severe stagnation of the optical fiber
communications market.
New Developments Showa Denko became
the first company in the world to supply 6-inch
InP monocrystal mirror wafers. We also started
sales of laser-diode epitaxial wafers for CD-R
optical pickups.
Rare Earths Sales of our rare earth magnetic
alloys fell because stagnation in the magnet man-
ufacturing industry continued and selling prices
were down. 
New Developments In October 2002, we
established Baotou Showa Rare Earth Hi-Tech
New Material Co., Ltd., in Baotou, Inner Mongolia,
China. The new company will start production of
neodymium-based rare earth magnet alloys.
Specialty Gases for Semiconductor
Processing Sales of specialty gases for semi-
conductor processing were almost unchanged as
brisk export offset the decline in domestic ship-
ments. Shipment volumes of Solfine high-purity
chemicals increased. 
New Developments We put on the market
SiF4, which is a cleaning gas used in metal-
organic chemical vapor deposition (MOCVD)
processes for the production of optical fiber
communication devices.
Ceramics Demand for ceramic products for
electronic applications remained low, but ship-
ment volumes of the SHOROX polishing agent for
LCD panels and glass increased. Sales in this
business climbed as we obtained new customers.

New Developments We
have decided to expand
our production capacity for
SHOROX.
Carbons & Metallic
Materials Sales fell as we
stopped selling capacitor-
grade tantalum powder.
New Developments We
continued to develop mar-
kets for our vapor-grown
carbon nanofiber products,
consisting of VGCF (diameter: 150 nm) and
VGNF (diameter: 80 nm). Efforts are also being
made to develop carbon material for cathodes for
lithium-ion batteries and carbon separators for
fuel cells.

Inorganic Materials
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2002 2001 Difference Rate of change (%)

Sales 56,878 54,555 +2,323 +4.3%

Operating income 1,369 3,511 -2,142 -61.0%

In 2002, the Inorganic Materials Segment’s sales
increased 4.3%, to ¥56,878 million, but operating
income decreased 61.0%, to ¥1,369 million.
Ceramics Sales of ceramics decreased as
sales volumes and selling prices fell inside and
outside Japan in the first half of the year. Operating
income also decreased, despite cost reductions.
Carbons & Metallic Materials Sales of
graphite electrodes fell due to lower selling prices
and the appreciation of the yen in the second half
of the year, notwithstanding some increases in
export shipments. Showa Denko Carbon, Inc.’s
sales declined slightly as an increase in ship-
ments resulting from the recovery of the U.S.
economy was offset by the fall in selling prices.
The operating income of the company fell due to
the fall in selling prices. 

In all, the performance of the carbons & metal-
lic materials businesses declined. 
New Developments In the area of high-
carbon ferrochrome production, we decided to
stop operation of our consolidated subsidiary
Shunan Denko K.K. in February 2003.

High-purity chemicals for
electronicsWorld-class rare earth

An extremely small nano-carbon-composite gear in which Showa
Denko’s vapor-grown carbon nanofiber is used

Polishing agents SHOROX and
SHOPOLISH

Bird’s-eye view of Showa Denko
Carbon, Inc., in the United States
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Aluminum
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2002 2001 Difference Rate of change (%)

Sales 245,610 269,936 -24,326 -9.0%

Operating income 12,894 8,036 +4,859 +60.5%

The Aluminum Segment’s sales were down
9.0%, to ¥245,610 million, due to lower shipment
volumes and selling prices of commodity prod-
ucts (rolled products and extrusions) and of heat
exchangers in Japan. Sales of Shotic forged alu-
minum products, photosensitive drums, and
other high-value products were steady. Operating
income increased 60.5%, to ¥12,894 million, due
to successful rationalization efforts.
Metal Center Aluminum ingot sales rose due
to an increase in shipment volumes, despite low
selling prices that reflected the slackening supply-
demand situation worldwide.
Rolled Products Sales of high-purity foils for
capacitors increased due to a substantial
increase in shipment volumes in the first half of
the year. Inventory adjustments by customers
started again in the second half. Meanwhile, there
was an increase in sales of a newly developed
aluminum alloy ST60 for use in the heat sinks of
plasma display panels (PDPs).
Extrusions Although the performance of this
business improved as a result of cost reductions
through elimination of overcapacity, consolidation
of production, and an increase in efficiency, sales
of commodity extrusions were down due mainly
to a decrease in shipments to the construction
industry.
Shotic Sales of Shotic forged aluminum prod-
ucts were up, due to a brisk demand inside and
outside Japan for use in automobile air-conditioner
parts. 
Aluminum Specialty Products Sales of pho-
tosensitive drums for laser beam printers
increased only slightly, due to inventory adjust-
ments by customers in the first half of the year.
Heat Exchangers Domestic sales of automo-
tive heat exchangers decreased as a result of the
fall in selling prices and the shift of production to
overseas subsidiaries. Our U.S. subsidiary also
recorded a fall in sales due to the appreciation of
the yen. However, our subsidiaries in Thailand and
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the Czech Republic increased their sales as we
are gradually transferring automotive heat exchang-
er production from Japan to those countries.
Aluminum Cans Sales of aluminum cans
decreased slightly due to a fall in selling prices,
reflecting the lackluster beer industry in Japan.
New Developments We decided to consoli-
date Showa Aluminum Viewtech Co., Ltd., and
Showa Aluminum Exterior Corporation in May
2003 as a means of enhancing the efficiency of
marketing aluminum building exteriors.

Showa Denko Packaging Co., Ltd., a new
subsidiary created by the merger of Showa
Laminating Industry Corporation and the lamina-
tion business of Heisei Polymer Co., Ltd.,
showed a good performance due to steady sales
of cap seals and reductions in fixed costs.

Friction Stir Welding process
aluminum panel for a bridge
floor system

Shotic forged aluminum products

Heat exchanger production facilities in Thailand and the
Czech Republic

Aluminum-cap-sealed products (Showa Denko Packaging Co., Ltd.)Latest-
model annealing furnace for high-purity foil production (Sakai)




