
Petrochemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2005 2004 Difference Rate of change (%)

Sales 301,189 254,351 +46,838 +18.4%

Operating income 21,837 20,132 +1,705 +8.5%

The Petrochemicals segment’s sales for 2005
increased 18.4%, to ¥301,189 million, as sales of
olefins and organic chemicals rose due to higher selling
prices. Operating income increased 8.5%, despite ris-
ing naphtha costs, to ¥21,837 million, as our ethylene
plant continued to operate at full capacity and the rise
in raw material costs for organic chemicals was
absorbed by higher selling prices.

Olefins
Ethylene production in Japan totaled 7.62 million tons
in 2005, an increase of 0.7% from the preceding year,
reflecting continued high demand for petrochemicals
amid economic recovery in Japan. Showa Denko’s
ethylene production was 668,000 tons, almost
unchanged from the 2004 level. Shipment volumes of
ethylene declined slightly due to increased captive use
at Japan Ethyl Acetate Co., Ltd.’s plant, which began
operations in April 2004. However, sales of olefins
were up, as selling prices rose in overseas markets,
reflecting rising naphtha prices. Operating income
declined slightly, due to the sluggish market in the
fourth quarter.

Topics
We decided to modify our ethylene plant at the Oita
Petrochemical Complex to increase the use of non-
naphtha feedstock. The modification work is to be
conducted during the maintenance shutdown starting
in the middle of March 2006. At the same time, we will
modify certain production lines of the ethylene plant to
increase efficiency, thereby increasing the production
capacity by 24,000 tons per year, to 677,000 tons per
year. The total cost will be approximately ¥2 billion.

Organic Chemicals
Sales of organic chemicals increased due to the rise
in selling prices, reflecting higher raw material costs,
and due to the continuation of full-capacity production.
Shipment volumes increased, due partly to the full-year
contribution of Japan Ethyl Acetate’s operations.
Operating income also increased, as we were able to
raise selling prices of acetic acid, vinyl acetate, ethyl

acetate, and allyl alcohol at home and abroad, owing
to tight supply.

Plastics
Sales of plastics by Showa Highpolymer Co., Ltd.,
were up due to an increase in selling prices, reflecting
the rise in feedstock costs. Meanwhile, sales of plastic
products by Heisei Polymer Co., Ltd., were maintained
at the previous year’s level due partly to stagnant ship-
ment volumes of plastic products for industrial use.

Topics
In July, we transferred our shares in Hymold Co., Ltd.,
a consolidated subsidiary engaged in the plastic pro-
cessing business, to the Toyo Denka Kogyo Group.
We also took restructuring measures at Heisei Polymer
and Showa Denko Plastic Products Co., Ltd., both
engaged in the plastic processing business. Thus,
we completed overall restructuring in this sector
in accordance with the Sprout Project.

Chemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2005 2004 Difference Rate of change (%)

Sales 74,001 80,188 -6,187 -7.7%

Operating income 4,740 4,845 -105 -2.2%

The Chemicals segment’s sales decreased 7.7%,
despite steady demand for acrylonitrile and ammonia,
to ¥74,001 million, owing to the transfer of the com-
modity gas business to TG Showa K.K. in 2004 and
the sale of SDS Biotech K.K. in March 2005. Operating
income also decreased, down 2.2%, to ¥4,740 million,
due partly to stagnant sales of feed-additive stabilized
vitamin C and other specialty chemicals.

Gases & Chemicals
Sales of industrial gases fell as a result of the transfer
in the second half of 2004 of the oxygen/nitrogen/
hydrogen businesses to TG Showa. Meanwhile, sales
of industrial chemicals, including acrylonitrile and am-
monia, were up due to steady shipment volumes and
prices. As a result, overall sales of gases & chemicals
rose. Operating income from gases & chemicals oper-
ations increased slightly as the fall in operating income
from industrial gases was offset by price hikes in other
product lines.
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Ammonia plant in Kawasaki

Ethyl acetate plant (Japan Ethyl
Acetate)
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Hard Disks
The world’s shipments of both HD drives and HD
media increased in 2005, reflecting a sharp increase in
demand for such consumer electronics applications as
mobile music players and DVD recorders. At Showa
Denko, both sales and operating income grew due to
increases in shipment volumes, centering on 1.8-inch
and 2.5-inch glass-substrate media, as well as the full-
year consolidation of Showa Denko HD Trace and
continued full-capacity operations at all of our three
media plants.

Topics
We started the world’s first commercial production
of HD media based on the perpendicular magnetic
recording technology, enabling a dramatic increase in
recording density. They are 1.89-inch media for use in
mobile music players, having the storage capacity of
40 gigabytes per disk.

We also started the commercial production of the
world’s smallest 0.85-inch HD media. Demand for very-
small-diameter HD media, including the 0.85-inch type,
is expected to grow rapidly in the near future as they
will be installed in mobile phones to enable the handling
of music and TV programs. 

We are increasing our HD media production capaci-
ty by 3.05 million disks a month, to 13.75 million disks
a month, by the end of March 2006 to meet growing
demand for small-diameter media. The expansion is
carried out through the construction of new lines and
the debottlenecking of existing lines, with capital
investment of approximately ¥12 billion. Furthermore,
we decided to build a new HD media plant in
Singapore for start-up in the fourth quarter of 2006. As
a result of the construction of the new plant and other
expansionary measures, our HD media production
capacity will increase to 24 million disks per month
by the end of 2008.

We decided to build a new R&D facility in Ichihara,
Japan, to promote the development of the next-
generation HD media. The facility is scheduled for
completion by the end of April 2006 at the cost of
around ¥3 billion.

Specialty Chemicals
Sales of Shoprene polychloroprene synthetic rubber
increased due to steady shipment volumes and prices.
However, shipment volumes of feed-additive stabilized
vitamin C and chelating agents fell, and so did sales
of agrochemicals following the sale of SDS Biotech.
As a result, overall sales and operating income from
specialty chemicals operations declined.

Topics
In March, we transferred our shares in SDS Biotech, a
consolidated subsidiary engaged in the agrochemicals
business, to the board members of SDS Biotech and
Mizuho Capital Partners Co., Ltd., through a manage-
ment buyout scheme.

In June, we transferred our shares in EC-SHOWA
DENKO K.K. to the joint venture partner EMS-CHEMIE
AG, of Switzerland, withdrawing completely from the
nylon specialty business.

We started selling a new grade of high-performance
isocyanate monomer, Karenz BEI, for the precision
surface treatment of LCDs and semiconductors. The
new product provides photo-setting speed two times
that of conventional grades.

Electronics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2005 2004 Difference Rate of change (%)

Sales 133,902 112,455 +21,447 +19.1%

Operating income 19,727 14,919 +4,808 +32.2%

The Electronics segment’s sales increased 19.1%,
to ¥133,902 million, and operating income jumped
32.2%, to ¥19,727 million.

While shipment volumes of compound semiconduc-
tors declined substantially due to inventory adjust-
ments by the LED industry, those of hard disk (HD)
media increased markedly following the consolidation
of Showa Denko HD Trace Corporation in Taiwan in
the second half of 2004. 

Overall sales of electronic materials increased as
sales of semiconductor-processing specialty gases,
rare earth magnetic alloys, and electronic ceramics
rose, despite a slight decline in the sales of fine 
carbons.

New R&D facility for large capacity
HD media (conceptual drawing)



Carbons
Sales of fine carbons, including VGCF carbon
nanofibers, slipped due to decreases in selling prices.
Demand for VGCF remained steady for lithium-ion
battery applications.

Capacitors
Sales of solid conductive polymer aluminum surface-
mount capacitors rose due to increased shipment
volumes. 

Topics
In August, we began joint research efforts with the
National Institute of Advanced Industrial Science and
Technology and the Central Research Institute of
Electric Power Industry for the commercial production
of silicon carbide (SiC) epitaxial wafers. Compared with
conventional silicon-based semiconductors, SiC epi-
taxial wafers offer such advantages as smaller size and
lower electricity loss.

Inorganics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2005 2004 Difference Rate of change (%)

Sales 61,882 55,295 +6,587 +11.9%

Operating income 8,310 6,099 +2,211 +36.3%

The Inorganics segment’s sales increased 11.9%, to
¥61,882 million, and operating income jumped 36.3%,
to ¥8,310 million, due to increases in shipment vol-
umes and selling prices of ceramics and carbons.

Ceramics
Sales of ceramics increased due mainly to steady ship-
ments of alumina. Operating income also increased.

Carbons & Metallic Materials
Both sales and operating income from this business
rose as sales of graphite electrodes by Showa Denko
K.K., and its U.S. subsidiary Showa Denko Carbon,
Inc., increased due to steady shipment volumes and
selling prices, reflecting growing demand for steel
worldwide. 

Compound Semiconductors
Sales of compound semiconductors decreased, owing
to the fall in shipment volumes of gallium-phosphide
epitaxial wafers for LEDs as well as lower market
demand for epitaxial wafers used in laser diodes and
photodiodes. Operating income from the compound
semiconductor business also decreased.

Topics
In November, we started selling high-power near ultra-
violet LED chips and bright green LED chips, both
based on gallium nitride (GaN). With the launch of
these two types, we became the world’s first company
to provide high-brightness LED chips for all wave-
lengths, ranging from near ultraviolet to infrared.

Rare Earths
Sales of our rare earth magnetic alloys rose due to
increases in demand for neodymium-based magnets
for HD drives and auto parts. Operating income fell,
however, due to the delay in raising selling prices in
response to soaring raw material costs.

Specialty Gases for Semiconductor
Processing
Sales of specialty gases for semiconductor processing
rose due to higher shipment volumes on overseas
markets. 

Topics
Taiwan Showa Chemicals Manufacturing Co., Ltd.,
one of our Taiwan subsidiaries, started up its high-puri-
ty ammonia production facility. Demand for high-purity
ammonia is increasing as a nitrogen source in the pro-
duction of GaN LEDs and electronic devices as well as
a nitride-film-forming gas in the production of semicon-
ductors and LCDs.

Ceramics
Despite lower shipment volumes of titanium oxide for
capacitors in the first half of 2005, sales of electronic
ceramics grew due to increased shipment volumes
of Shorox polishing materials for LCDs and glass-
substrate HD media.
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Shipment of graphite electrodes (Omachi Plant)

High-purity gases and chemicals 
used in etching and cleaning 
for semiconductor production
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Aluminum cylinders for laser printers

Annealing furnace for high-purity foil
production (Sakai Plant)

Topics
We started the commercial production of 32-inch-
diameter graphite electrodes for use in electric arc
furnaces for steel production. The product represents
the largest size on the world market. 

In March, we transferred our shares in Middelburg
Technochrome (Pty) Ltd., a joint venture with
Samancor Limited, of South Africa, and Marubeni
Corporation for the production of low-carbon
ferrochrome, to Samancor, completing withdrawal
from the metallic materials business.

In November, we withdrew from the carbon black
business by dissolving a joint venture with Cabot
Corporation, of the United States.

We developed a high-performance separator for
polymer electrolyte fuel cells, which will be used as a
power source for homes, cars, and mobile devices.
The new separator, made by molding a composite of
artificial graphite and resins, offers such advantages as
higher crack resistance and lower cost.

Aluminum
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2005 2004 Difference Rate of change (%)

Sales 240,924 238,419 +2,505 +1.1%

Operating income 8,310 12,321 -4,011 -32.6%

The Aluminum segment’s sales increased 1.1%, to
¥240,924 million. Sales of aluminum ingots increased
due to higher selling prices, reflecting rising London
Metal Exchange (LME) prices. Sales of Shotic forged
products also increased, due to the rise in shipment
volumes for auto parts applications. Meanwhile, sales
of rolled products decreased, due to the fall in ship-
ment volumes of commodity rolled sheets. Sales of
heat exchangers also decreased, reflecting lower ship-
ment volumes in Japan and Europe. The Aluminum
segment’s operating income decreased 32.6%, to
¥8,310 million, mainly due to the fall in selling prices
of aluminum cans and lower shipment volumes 
of heat exchangers.

Rolled Products
Sales of rolled products were down, due to lower ship-
ment volumes of commodity sheets, notwithstanding
a slight increase in sales of high-purity foils for capacitors. 

Extrusions & Specialty Products
Overall sales from these operations decreased due to
the fall in the shipment volumes of commodity extru-
sions. Shipment volumes of large extrusions, rods,
and tubes as well as specialty products, centering
on aluminum cylinders for laser printers, were up.

Topics
To meet growing demand for aluminum cylinders for
laser printers, we decided to build a new production
line based on advanced technologies. Together with
the upgrading of existing lines, we are investing a total
of approximately ¥2 billion. 

Shotic
Sales of Shotic forged products were up due to
increased shipments in Japan and Singapore for car
air-conditioner parts applications, notwithstanding
lower sales in Europe.

Heat Exchangers
Although shipment volumes in the United States
increased, those in Japan and Europe decreased,
resulting in lower sales from heat exchanger operations.

Topics
We developed a new high-performance condenser
for car air conditioners and started selling the product
under the trade name of NRT (new refrigerant tube) III.
The product, though thin and small, provides higher
efficiency of condensation, helping reduce the volume
of refrigerants to be used. Some Japanese and foreign
carmakers have decided to install NRT III in their new
models.

Aluminum Cans
Sales of aluminum cans were maintained at the previ-
ous year’s level as increases in shipment volumes were
offset by decreases in selling prices.




