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Consolidated net sales in 2007 totaled ¥1,023,238 million (US$8,964

million), an increase of ¥108,705 million, or 11.9%, from the previous

year, marking a new high. This represents the first time that consolidat-

ed sales exceeded the ¥1 trillion mark.

The cost of sales increased ¥98,218 million, or 12.9%, to ¥860,750

million (US$7,541 million), due mainly to higher raw material costs in

the Petrochemicals and Aluminum segments as well as increased pro-

duction of HD media in the Electronics segment. Selling, general and

administrative expenses increased ¥2,543 million, or 3.1%, to ¥85,816

million (US$752 million), owing partly to the rise in distribution costs.

Operating income rose ¥7,944 million, or 11.6%, to ¥76,671 million

(US$672 million), also hitting a new high. Operating income increased

in all segments, except the Electronics segment, in which expenses

rose as a result of the shift to PMR technology and the start-up of the

new plant in Singapore. In the Petrochemicals segment, shipment vol-

umes increased over the preceding year, in which we conducted the

maintenance shutdown of our ethylene plant, and selling prices also

increased, reflecting the rise in raw material costs. In the Inorganics

segment, steady shipments of graphite electrodes continued.

R&D expenditures decreased ¥2,127 million, or 10.9%, to ¥17,396

million (US$152 million).

A breakdown of net sales and operating income by business segment

is as follows:

Petrochemicals

Sales of olefins rose as shipment volumes increased over the preced-

ing year, in which we had a maintenance shutdown conducted once in

every four years. The increase in olefins sales was also due to higher

selling prices, reflecting the rise in raw material costs. Sales of organic

chemicals were up due to higher selling prices, reflecting the rise in
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RESULTS OF OPERATIONS feedstock costs, and increased shipment volumes of vinyl acetate.

Overall, the Petrochemicals segment’s sales increased 17.8%, to

¥395,105 million (US$3,461 million), and operating income rose

19.5%, to ¥19,574 million (US$171 million).

Chemicals 

Sales of commodity industrial gases, including oxygen and nitrogen,

slipped. Sales of acrylonitrile were up due to the rise in selling prices,

while sales of caustic soda increased due to the rise in shipment vol-

umes. In the specialty chemicals operations, sales of chloroprene rub-

ber increased due to the rise in selling prices. Sales of amino acids,

Elaslen™ chlorinated polyethylene, and Shodex™ chromatography

columns increased due to the rise in shipment volumes. As a result, the

Chemicals segment’s sales rose 7.0%, to ¥84,709 million (US$742 mil-

lion), and operating income jumped 45.5%, to ¥7,431 million (US$65

million).

Electronics

Sales of HD media increased due to steady demand as well as the

start-up of the new plant in Singapore and capacity expansion at other

sites. Sales of compound semiconductors also increased, due to the

rise in shipment volumes of AlGaInP ultrabright LED chips. Sales of

semiconductor-processing specialty gases decreased as shipment vol-

umes of LCD-panel cleaning agents fell. Sales of rare earth magnetic

alloys substantially increased due to the rise in shipment volumes and

selling prices. As a result, the Electronics segment’s sales increased

21.4%, to ¥201,013 million (US$1,761 million). However, operating

income decreased 9.8%, to ¥25,833 million (US$226 million). This was

due to an increase in the production costs of HD media following the

shift to PMR technology and an increase in depreciation expenses as a

result of capacity expansions. These factors caused operating income

to decrease, mainly in the first half of the year.
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Inorganics

Sales of ceramics were maintained at the previous year’s level. Sales

of graphite electrodes increased due to continued steady shipment

volumes, reflecting growing demand worldwide. As a result, the

Inorganics segment’s sales rose 13.9%, to ¥84,599 million (US$741

million), and operating income jumped 30.0%, to ¥20,894 million

(US$183 million).

Aluminum

Sales from ingot marketing decreased due to the fall in shipment

volumes. Sales of rolled products increased due to the rise in selling

prices, reflecting higher raw material costs, and the rise in shipment

volumes of high-purity foils for capacitors. Sales from extrusions/spe-

cialty products operations increased due mainly to the rise in shipment

volumes of aluminum cylinders for laser printers. In the heat exchanger

business, sales rose in Japan and Europe, although sales in the United

States slipped. Sales of Shotic™ forged aluminum products were up

due to the rise in selling prices. Sales of aluminum cans increased

due to the rise in shipment volumes and selling prices. Overall, the

Aluminum segment’s sales decreased 0.9%, to ¥257,811 million

(US$2,259 million). However, operating income increased 24.2%, to

¥8,042 million (US$70 million), despite the impact of higher aluminum

ingot prices, as we raised selling prices in response to the rise in costs.

Operations in Japan

Sales of olefins were up, as their shipment volumes increased and sell-

ing prices rose, reflecting soaring feedstock costs. Sales of organic

chemicals also rose, because the selling prices increased, reflecting

soaring raw material costs, and shipment volumes of vinyl acetate went

up. Sales of HD media increased due to the rise in shipment volumes.

As a result, consolidated sales from operations in Japan increased
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9.3%, to ¥857,022 million (US$7,508 million), and consolidated operat-

ing income from operations in Japan increased 17.4%, to ¥61,634 mil-

lion (US$540 million).

Operations in Asia

Sales of HD media increased due to steady demand and the rise

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

Singapore. Sales of heat exchangers were up. As a result, sales from

operations in Asia increased 33.7%, to ¥104,805 million (US$918 mil-

lion). However, operating income decreased 12.5%, to ¥11,403 million

(US$100 million), due mainly to the rise in depreciation expenses for

the new plant in Singapore.

Operations in the Rest of the World

Sales of graphite electrodes by a U.S. subsidiary increased due to

continued steady shipments. Sales of heat exchangers also increased.

As a result, sales from operations in the rest of the world increased

17.9%, to ¥61,410 million (US$538 million), and operating income rose

32.8%, to ¥7,885 million (US$69 million).

The gap between interest expense and interest and dividend income

increased ¥1,169 million, to expenses of ¥6,849 million (US$60 million),

as a result of an increase in foreign-currency-based loans pertaining to

the new HD media plant in Singapore. The gain on investments in non-

consolidated subsidiaries and affiliates to which the equity method is

applied amounted to ¥2,376 million (US$21 million), almost the same

level as in the previous year. The gain on the sale of marketable and

investment securities, net, decreased ¥3,899 million, to ¥2,322 million

(US$20 million), despite the sale of marketable and investment securi-

ties as part of asset-reduction efforts.
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We continued structural reform, but there was no large-scale sale of

business, such as the transfer of the aluminum alloys business in 2006.

Thus, a loss of ¥3,868 million (US$34 million) was recorded on the sale

and disposal of fixed assets, down ¥2,720 million. We recorded a loss

of ¥1,717 million (US$15 million) for the impairment of fixed assets,

down ¥3,164 million. 

As a result, the Company posted pretax income of ¥56,336 million

(US$494 million), up ¥6,756 million from the previous year. After

income taxes, current, of ¥17,625 million (US$154 million), income

taxes, deferred, of ¥3,419 million (US$30 million), and minority interests

of ¥2,227 million (US$20 million), the Company recorded net income of

¥33,066 million (US$290 million), an increase of ¥4,230 million, or

14.7%, over the previous year.

Total Assets

Total assets decreased ¥8,195 million, or 0.8%, from the end of the

previous year, to ¥1,029,629 million (US$9,020 million). Cash on hand

and in banks decreased ¥23,531 million, to ¥31,894 million (US$279

million). Notes and accounts receivable increased ¥1,618 million, to

¥192,369 million (US$1,685 million), due mainly to an increase in net

sales. Inventories rose ¥23,022 million, to ¥109,335 million (US$958

million), as the effect of the rise in raw material costs more than offset

inventory-reduction efforts. Tangible fixed assets rose ¥9,292 million,

to ¥559,283 million (US$4,900 million), due mainly to capital invest-

ments in the Electronics segment. Total investments and other assets

decreased ¥14,628 million, to ¥116,854 million (US$1,024 million),

primarily due to the sale of investment securities.

FINANCIAL POSITION

Liabilities

Interest-bearing debt fell ¥37,526 million, or 8.7%, from the end of the

previous year, to ¥395,645 million (US$3,466 million), as a result of

continued debt reduction efforts. Total liabilities decreased ¥41,361

million, to ¥730,970 million (US$6,404 million).

Total Equity

Total equity increased ¥33,167 million, or 12.5%, to ¥298,659 million

(US$2,616 million). Notwithstanding the payment of dividends for the

previous year, total equity increased, due to the rise in net income for

2007 and the conversion of euro-yen convertible bonds.

Capital Expenditures

Capital expenditures decreased ¥21,495 million, to ¥69,346 million

(US$607 million), as a series of investments in HD media production

facilities were completed. Chief items were the construction of the

new HD media plant in Singapore and HD media capacity expansion

at other sites.

Cash Flows

Net cash provided by operating activities decreased ¥24,076 million,

to ¥67,322 million (US$590 million), due to increases in working cap-

ital, as a result of soaring raw material costs, and corporation tax pay-

ments. Net cash used in investing activities increased ¥13,705 million,

to ¥69,653 million (US$610 million), primarily due to a decrease in the

proceeds from sales of investment securities. Net cash used in financ-

ing activities increased ¥2,504 million, to ¥20,552 million (US$180 mil-

lion), due to continued reductions in interest-bearing debt. As a result,

cash and cash equivalents at the end of 2007 decreased ¥23,213 mil-

lion, to ¥31,887 million (US$279 million).

TOTAL STOCKHOLDERS’ EQUITY
(Billions of yen)

300

250

0

50

100

200

150

20072006200520042003

INTEREST-BEARING DEBT
(Billions of yen)

600

500

0

400

300

20072006200520042003

~~




