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NNEW BUSINESS PLAN “PASSION PROJECT”

The Showa Denko Group has launched its new
medium-term consolidated business plan, the
Passion Project. Under the project, which runs
from 2006 through 2008, the Group will further
increase its value and fulfill its social responsi-
bility, contributing to the interests of all stake-
holders.

1. Accomplishments under the Sprout Project
During the Sprout Project covering the 2003–2005 period,
we promoted our growth strategy by creating high-value-
added and competitive new product lines through the
interconnections of inorganic/aluminum and organic
chemical technologies. We also continued our restructur-
ing efforts that started under the previous Cheetah
Project, which covered the 2000–2002 period. In the past
six years, we took 47 restructuring measures, including
alliances and withdrawal from certain operations.

As a result, we exceeded major financial goals under
the Sprout Project as shown below:

2005 Sprout Project Results
results target vs. target

Operating income ¥57.2 billion ¥50.0 billion 114%

Profit ratio 7.0% 7.0% or over Accomplished

ROA 5.8% 5.1% +0.7 point

Interest-bearing debt ¥448.8 billion ¥520.0 billion Exceeded the 
target by 

¥71.2 billion

D/E ratio 2.17 times 3.00 times Exceeded
the target

Cost reductions (aggregate
figures for the three years) ¥22.5 billion ¥20.0 billion 113%

2. Concept of the Passion Project
At the basis of the new Passion Project is an “image” of
the Showa Denko Group in 2010. Specifically, we want to
further increase our corporate value and fulfill the expecta-
tions of all stakeholders. To that end, we will develop new
device/module technologies in addition to our wide-rang-
ing material technologies, thereby establishing individual-
ized businesses with competitive edges. In financial terms,
our image of goals in 2010 will be operating income of

¥100 billion, a profit ratio of 10% (operating income basis),
and a D/E ratio of 1.0 times. Thus, we aim to substantially
improve our financial strength, earning the full trust and
confidence of the market and society. The Passion Project
will serve as an action plan for the 2006–2008 period to
realize the “image” of Showa Denko in 2010.

3. Outline of the Passion Project
Under the new business plan, we will lay the groundwork
for sustainable growth over the long term. Thus, the new
plan will concentrate on measures to (a) expand the
“growth driver” businesses, (b) accelerate the develop-
ment of new “growth driver” businesses, (c) continuously
expand profit by improving earning power of “cash cow”
base businesses, and (d) improve the Group’s financial
strength. The financial goals under the Passion Project
are shown in the following table:

2005 2006
(Results) (Forecast)

2007 2008

Net sales ¥811.9 billion ¥865.0 billion ¥870.0 billion ¥940.0 billion

Operating income ¥57.2 billion ¥62.0 billion ¥73.0 billion ¥85.0 billion

Profit ratio 7.0% 7.2% 8.4% 9.0%

ROA 5.8% 8.5%

Interest-bearing 
debt ¥448.8 billion ¥461.0 billion ¥400.0 billion

D/E ratio 2.17 times 1.4 times

4. Business Strategies 
under the Passion Project

Under the Passion Project, we will ensure sustainable
growth by appropriately controlling the business cycle of
“emergence as a next-generation business”—“develop-
ment”—“a growth driver”—“a cash cow business.” We
have classified our operations into two categories of
“growth businesses” and “base businesses.” The growth
businesses consist of “growth drivers” and “businesses to
be developed at an accelerated pace (new growth driv-
ers).” The base businesses will be positioned as “cash
cows.” As of 2008, the growth businesses and the base
businesses will account for 40% and 60%, respectively,
of total operating income.
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As for major businesses of respective categories, we will
implement the following strategies:

(1) “Growth driver” businesses 
with established business models

(a) HD media
We are already the world’s largest independent HD media
supplier, providing both glass- and aluminum-based
media. We will further consolidate this position by launch-
ing advanced products based on our leading technologies
while expanding our production capacity to meet growing
demand.

We will invest approximately ¥90 billion during the three
years under the Passion Project, building a new plant in
Singapore and expanding facilities at other locations. As
a result, our HD media production capacity will increase
from 13.75 million disks per month as of March 2006
to 24 million disks per month by the end of 2008.

(b) Semiconductor-processing materials
In the areas of high-purity specialty gases for production
of advanced semiconductors, we have a 30% market
share in the world’s high-purity ammonia production. We
will further strengthen our lineup of high-performance,
high-value products, developing new materials and pro-
viding total solutions. Specifically, we will provide C4F6

advanced etching gas, innovative film-forming materials
for a chemical vapor deposition process, next-generation
cleaning gases, and other new materials. 

(2) Developing new “growth driver” businesses
through concentration of resources in selected areas
and strengthening of marketing activities

(a) Ultrabright LEDs
In November 2005, we succeeded in commercializing
ultrabright LEDs that emit green and ultraviolet light.
Showa Denko is now the only company in the world that
can provide ultrabright LED chips for all wavelengths from
ultraviolet to infrared. Demand for these products is
expected to grow for such applications as LCD backlight-
ing, car headlights, and general lighting. We aim to
expand the LED business by increasing sales in these
new market areas.

(b) High-performance capacitors
Our conductive polymer aluminum capacitor represents
the fruit of interconnections of our proprietary inorganic/
aluminum and organic chemical technologies. We will improve
the product by increasing its rated voltage and lowering its
height. Furthermore, we will launch innovative high-
capacitance capacitors using new materials. 

(3) Establishment of new SMU projects
We established six new SMU (strategic market unit)
projects for our three major target markets of electronics,
automotive parts, and personal care/environmental goods.
We will preferentially allocate resources into these projects
to create next-generation products. We aim to develop
these new businesses so that they will account for 10% of
the total operating income by 2010.

(4) Base businesses: Further strengthening their com-
petitive positions to ensure their role as “cash cows”

(a) Petrochemicals
We will further improve our manufacturing processes and
catalyst/operation technologies to enhance efficiency and
cost-competitiveness. We will also aim to diversify cracker
feedstock and increase the value of naphtha fractions.
Thus, we aim to make our Oita Petrochemical Complex
one of the most competitive complexes in Asia. 

(b) Inorganics
We will further consolidate our position as a leader in the
world’s graphite electrode industry in terms of quality and
cost-competitiveness. We will strengthen our competitive
position by ensuring the mass production of large-diame-
ter electrodes. In the ceramics business, we will firmly
establish our position as the leading abrasive supplier in
Asia with production sites in Japan and China. 

(c) Aluminum
We will invest about ¥22 billion in our aluminum business
under the Passion Project to increase its cost-competi-
tiveness and profitability. Specifically, we will invest in such
competitive product lines as high-purity aluminum foils for
capacitors, aluminum cylinders for laser printers, and
Shotic forgings. At the same time, we will recover the
profitability of our automotive heat exchanger business by
introducing new products, expanding operations in China,
and reducing costs drastically. 

(5) Capital investment and R&D program
We will make capital investments of approximately
¥200 billion in the three-year period, of which investments
in growth businesses will account for 60%. The budget
for research and development in the same period will
total around ¥70 billion.

(6) Cash flows
Net cash provided by operating activities for the three-
year period will total ¥260 billion, while net cash used in
investing activities for the same period will reach ¥200 bil-
lion. Thus, free cash flow for the period is expected to
amount to ¥60 billion.
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