
Petrochemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2006 2005 Difference Rate of change (%)

Sales 335,383 301,189 +34,195 +11.4%

Operating income 16,376 21,837 -5,461 -25.0%

The Petrochemicals segment’s sales for 2006 increased

11.4%, to ¥335,383 million, as sales of olefins and

organic chemicals rose due to higher selling prices,

reflecting the rise in raw material costs. However, oper-

ating income fell 25.0%, to ¥16,376 million, as produc-

tion decreased as a result of the maintenance shutdown

of the ethylene plant, which is conducted once in every

four years.

Olefins

Ethylene production in Japan totaled 7.52 million tons

in 2006, a decrease of 1.3% from the preceding year.

Demand for petrochemicals remained at a high level,

reflecting continued economic recovery in Japan driven

mainly by private demand. Showa Denko’s ethylene

production was 605,000 tons, a decrease of 63,000

tons from the 2005 level. Sales of olefins were up, as

selling prices rose in overseas markets, reflecting rising

naphtha prices. Operating income declined due to the

fall in shipment volumes, mainly as a result of the main-

tenance shutdown of the ethylene plant.

Topics

We modified our ethylene plant at the Oita Petrochemical

Complex to increase the use of non-naphtha feed-

stock. The modification work was conducted during

the said maintenance shutdown. At the same time, we

modified certain production lines of the ethylene plant,

thereby increasing the production capacity by 24,000

tons per year, to 672,000 tons per year. The total cost

amounted to approximately ¥2 billion.

Organic Chemicals

Sales of organic chemicals increased due to the rise in

selling prices, reflecting higher raw material costs and

tight supply, notwithstanding the fall in shipment vol-

umes of ethyl acetate as a result of the maintenance

shutdown of the ethylene plant. Operating income

decreased, however, reflecting lower shipment vol-

umes as a result of the said maintenance shutdown

of the ethylene plant and higher raw material costs

for acetic acid production. 

Plastics

Sales of plastics by Showa Highpolymer Co., Ltd.,

were up due to an increase in selling prices, reflecting

the rise in feedstock costs. 

Topics

In September, we made Showa Highpolymer a wholly

owned subsidiary through a share exchange agree-

ment. Showa Highpolymer is the key player in our

specialty polymers operations. In January 2007, we

transferred all shares in Heisei Polymer Co., Ltd., a

consolidated subsidiary engaged in the plastic pro-

cessing business, to the Toyo Denka Kogyo Group.

We also took restructuring measures at Showa Denko

Plastic Products Co., Ltd., engaged in the plastic pro-

cessing business, completing our overall restructuring

in this sector. In the area of organic chemicals opera-

tions, we transferred 85.1% of the shares in Showa

Aluminum Powder K.K. to the ITOCHU Group.

Chemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2006 2005 Difference Rate of change (%)

Sales 79,201 74,001 +5,200 +7.0%

Operating income 5,108 4,740 +368 +7.8%

The Chemicals segment’s sales increased 7.0%, to

¥79,201 million. This was due to steady shipment vol-

umes and selling prices of industrial chemicals, includ-

ing acrylonitrile, caustic soda, and hydrochloric acid,

as well as higher shipment volumes of such specialty

chemicals as Shoprene™ chloroprene rubber and

Shodex™ chromatography columns. Operating

income also increased, up 7.8%, to ¥5,108 million,

due partly to the rise in selling prices of Shoprene™

chloroprene rubber.

Topics

We started selling a new compound for addition to

photo-curing resins used in photoresists. The com-

pound, sold under the trade name of Karenz MT ™,

represents the first commercialization of multifunction-

al-thiol-based compounds for this application. 
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In April, we increased our HD media production

capacity to 13.75 million disks a month, up 3.05 million

disks a month, through the construction of new pro-

duction lines and debottlenecking to meet growing

demand for small-diameter media. At the end of

December, the capacity was further increased to 15.75

million disks a month, up 2 million disks a month.

Furthermore, we completed a new plant in Singapore

at the end of December. We will install additional pro-

duction lines at the new plant to meet growing

demand, increasing our total capacity to 24 million

disks per month by the end of 2008.

Compound Semiconductors

Sales of compound semiconductors increased, owing

to the rise in shipment volumes of gallium-phosphide

and gallium-arsenide epitaxial wafers for LEDs.

Operating income also increased.

Topics

We decided to increase our production capacity of alu-

minum-gallium-indium-phosphide (AlGaInP) LED chips

that emit ultrabright red/orange light, from 30 million

units a month at present to 100 million units a month.

In February 2007, we developed a proprietary technol-

ogy for the commercial production of ultrabright blue

LED epitaxial wafers based on gallium nitride (GaN),

and decided to increase our ultrabright blue LED chip

production capacity from 30 million units a month at

present to 100 million units a month.

Rare Earths

Sales of our rare earth magnetic alloys rose due to

increases in demand for neodymium-based magnets

for HD drives and automobile parts. Operating income

fell, however, due to the delay in raising selling prices

in response to soaring raw material costs.

Topics

We established Ganzhou Zhaori Rare Earth New

Materials Co., Ltd., in Ganzhou, Jiangxi Province,

China as a joint venture with Tokai Trade Co., Ltd., of

Japan, and two Chinese rare earth mineral producers.

This will ensure our stable procurement of rare earth

minerals to meet rapidly growing demand for high-

performance magnets in cars. Upon the completion

We started selling a “gentle-to-hair” new curling

agent (trade name: Spiera™) that efficiently gives natu-

ral curling.

Nippon Polytech Corporation, a consolidated sub-

sidiary, started selling a new high-performance electri-

cal insulating ink. The ink is used in the production of

chip-on-film-technology-based electronic parts for

TV/PC and mobile phone LCD panels.

Electronics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2006 2005 Difference Rate of change (%)

Sales 165,541 133,902 +31,639 +23.6%

Operating income 28,634 19,727 +8,907 +45.2%

The Electronics segment’s sales increased 23.6%,

to ¥165,541 million, and operating income jumped

45.2%, to ¥28,634 million.

Sales of HD media increased due to a substantial

rise in shipment volumes, reflecting the start-up of new

production capacity. Sales of compound semiconduc-

tors increased slightly, due to the rise in shipments to

Taiwan. Overall sales of electronic materials increased

as sales of rare earth magnetic alloys, semiconductor-

processing specialty gases, electronic ceramics, and

fine carbons were up.

Hard Disks

The world’s shipments of both HD drives and HD

media increased in 2006, reflecting an 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. We started full-

fledged commercial production of PMR-technology-

based HD media to meet demand for media with still

higher recording density. We are leading the industry

in its transition to PMR-technology-based HD media.

Topics

In August, we completed a new R&D facility in Ichihara

City, Chiba Prefecture, Japan, to improve the PMR

technology and to promote the development of next-

generation HD media.

New R&D facility for large-capacity
HD media

HD

Chloroprene rubber Shoprene™ High-performance electrical insulating ink
for the manufacture of electronic parts

Ultrabright LEDs



Inorganics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2006 2005 Difference Rate of change (%)

Sales 74,301 61,882 +12,419 +20.1%

Operating income 16,069 8,310 +7,760 +93.4%

The Inorganics segment’s sales increased 20.1%, to

¥74,301 million, and operating income jumped 93.4%,

to ¥16,069 million, due to steady shipment volumes of

ceramics and carbons.

Ceramics

Sales of ceramics increased due mainly to the rise in

selling prices of alumina, reflecting higher raw material

costs. Operating income also increased.

Carbons

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

market prices, reflecting growing demand for steel

worldwide. 

Topics

We decided to increase our production capacity of 

30-inch- and 32-inch-diameter graphite electrodes to

meet growing demand from electric arc furnace steel-

makers. The expansion will be completed in the sec-

ond half of 2007.

In April, we started commercial shipments of large

sintered compacts of cubic boron nitride to be used

mainly for cutting automotive parts.

of the new company’s plant, we will begin producing

3,000 tons a year of rare earth magnetic alloys in China,

together with the existing plant in Baotou, Inner

Mongolia.

Specialty Gases 

for Semiconductor Processing

Sales of specialty gases for semiconductor processing

rose due to higher shipment volumes, reflecting brisk

market demand centering on Taiwan. Operating

income from the business also rose. 

Topics

In November, we began the full-scale marketing of our

specialty gases for the South Korean market through

our newly established subsidiary Korea Showa

Chemicals Co. The marketing activities focus on the

growing semiconductor and LCD markets.

Ceramics

Sales of electronic ceramics grew due to increased

shipment volumes of performance materials and

Shorox™ polishing materials for LCDs and glass-

substrate HD media.

Carbons

Sales of fine carbons, including VGCF™ carbon

nanofibers, increased due to steady shipments for

lithium-ion battery applications. Operating income

also increased.

Topics

We decided to increase our VGCF™ carbon nanofiber

production capacity from 40 tons a year at present to

100 tons a year in the early part of 2007. VGCF™

carbon nanofibers are used as additives in lithium-ion

batteries.

Capacitors

Sales of solid conductive polymer aluminum surface-

mount capacitors rose due to a slight increase in ship-

ment volumes. Operating income also rose.
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A new production line for producing
aluminum cylinders for laser printers

Automotive heat exchangers

Capacitors using our high-purity 
aluminum foils

Aluminum
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2006 2005 Difference Rate of change (%)

Sales 260,107 240,924 +19,182 +8.0%

Operating income 6,472 8,310 -1,837 -22.1%

The Aluminum segment’s sales increased 8.0%, to

¥260,107 million. Sales of aluminum ingots and rolled

products increased due to higher selling prices, reflect-

ing rising London Metal Exchange (LME) prices. Sales

of extrusions/specialty products were up due to increas-

es in shipment volumes and selling prices. Sales of

Shotic™ forged products were also up due to the rise

in shipment volumes for automobile parts applications.

Meanwhile, sales of aluminum cans decreased due to

the fall in shipment volumes. The Aluminum segment’s

operating income decreased 22.1%, to ¥6,472 million,

mainly due to the impact of higher aluminum ingot

prices on the aluminum can business.

Rolled Products

Sales of rolled products rose due to higher selling

prices. However, operating income fell, reflecting high-

er raw material costs. 

Topics

We decided to increase our production capacity of

high-purity aluminum foils for electrolytic capacitors

used in digital equipment and cars, from 1,500 tons a

month to 1,800 tons a month. The expanded facility

will start up in 2008.

We decided to withdraw from the business of com-

modity aluminum foils used mainly for food packaging.

We will terminate sales at the end of April 2007.

Extrusions & Specialty Products

Sales of aluminum cylinders for laser printers increased

due to the rise in shipment volumes. Sales of com-

modity extrusions also increased due to the rise in sell-

ing prices.

Topics

To meet growing demand for aluminum cylinders for

laser printers, we started up a state-of-the-art produc-

tion facility in September. Together with the upgrading

of existing facilities, our total production capacity has

increased from 9 million units a month to 15 million

units a month. 

Shotic

While sales of Shotic™ forged products in Europe

were maintained at the previous year’s level, overall

sales of Shotic™ were up due to increased shipments

in Japan and Singapore for car air-conditioner parts

applications.

Heat Exchangers

Sales increased in each of the markets in Japan,

the United States, and Europe. Operating income

decreased, however, due to the fall in yield in the

United States relative to the start-up of new types

of heat exchangers. 

Aluminum Cans

Operating income dropped substantially as a result

of the delay in raising selling prices despite the rise in

raw material costs. 




