
Petrochemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2007 2006 Difference Rate of change (%)

Sales 395,105 335,383 +59,722 +17.8%

Operating income 19,574 16,376 +3,198 +19.5%

The Petrochemicals segment’s sales for 2007

increased 17.8%, to ¥395,105 million. Shipment vol-

umes of olefins and organic chemicals increased from

the previous year, when we conducted a maintenance

shutdown of our ethylene plant. The sales increase

was also due to higher selling prices, reflecting the rise

in raw material costs. Operating income rose 19.5%,

to ¥19,574 million.

Olefins

Ethylene production in Japan totaled 7.74 million tons

in 2007, an increase of 2.9% 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 697,000 tons, an increase of 92,000

tons from 2006, when we conducted the maintenance

shutdown. Both sales and operating income were up,

due to increases in shipment volumes and selling

prices, reflecting rising naphtha prices.

Organic Chemicals

Sales of organic chemicals increased due to the rise in

selling prices, reflecting higher raw material costs, and

the rise in shipment volumes of vinyl acetate, helped by

capacity expansion in 2006. Operating income also

increased.

Topics

We developed heat-resistant, transparent sheet and

film for displays, utilizing our proprietary resin. The

sheet is expected to help improve the safety of display

components and reduce their weight owing to its

high heat resistance, light transmittance, and surface

hardness. The film, characterized by its low linear

expansion coefficient, can be used as a base material

for transparent and flexible electrodes with high heat

resistance and low electrical resistance. These elec-

trodes will be used in various types of flexible displays,

including electronic paper and organic EL displays.

Chemicals
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2007 2006 Difference Rate of change (%)

Sales 84,709 79,201 +5,508 +7.0%

Operating income 7,431 5,108 +2,324 +45.5%

The Chemicals segment’s sales increased 7.0%, to

¥84,709 million. In industrial chemicals, sales of acry-

lonitrile were up due to higher selling prices, reflecting

tight supply, and sales of caustic soda were also up

due to higher shipment volumes. In specialty chemi-

cals, sales of chloroprene rubber increased due to

higher selling prices, while sales of amino acids,

Elaslen™ chlorinated polyethylene, and Shodex™

chromatography columns also increased due to higher

shipment volumes. Operating income jumped, up

45.5%, to ¥7,431 million, due partly to the rise in sell-

ing prices of acrylonitrile and chloroprene rubber.

Topics

We developed a new grade of photo-curing isocyanate

monomer product (Karenz MOI™-EG), which is

expected to find applications in surface coating and

adhesives. The new product is part of our Karenz™

series used as photo-curing additive in photoresists.

We began commercial shipments of a new vitamin E

derivative (TPNa™), which is readily soluble in water

and can be easily formulated in cosmetics. TPNa™ is

expected to be effective as raw material for skin-care

products.
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Ethyl acetate plant in Oita
(Japan Ethyl Acetate Co., Ltd.)

Ammonia plant in Kawasaki
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Topics

In 2007, we started commercial shipments of 334-

gigabyte, 3.5-inch HD media and 160-gigabyte, 2.5-

inch HD media in the second quarter and 80-gigabyte,

1.89-inch HD media in the third quarter, all based on

PMR technology. We also started commercial ship-

ments of 40-gigabyte, 1.3-inch PMR HD media in

January 2008. These four types represent the world’s

highest storage capacity for respective sizes as of

March 2008, to the best of our knowledge.

Compound Semiconductors

Sales of compound semiconductors increased, owing

to the rise in shipment volumes of AlGaInP ultrabright

LED chips. Operating income also increased.

Topics

We developed a new process for making high-quality,

nitride-based compound semiconductors (Hybrid

PPD™), which enables the use of four-inch epitaxial

wafers for the production of InGaN-based LED chips.

We also developed blue LED chips with the highest-

level brightness on the market. We decided to increase

our blue LED chip production capacity to 200 million

units a month by June 2008.

As for AlGaInP chips that emit ultrabright red/orange

light, we decided to increase our production capacity

to 200 million units a month by December 2008.

Rare Earths

Sales of our rare earth magnetic alloys increased due

to the rise in shipment volumes for automobile parts

applications and the rise in selling prices, reflecting soar-

ing raw material costs. Operating income also increased.

Topics

In September, we started up a new rare earth magnetic

alloy plant in Ganzhou, Jiangxi Province, China.

Together with the existing plant in Baotou, Inner

Mongolia, China, and one plant in Japan, we now have

a total capacity of 8,000 tons a year.

Electronics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2007 2006 Difference Rate of change (%)

Sales 201,013 165,541 +35,472 +21.4%

Operating income 25,833 28,634 -2,801 -9.8%

The Electronics segment’s sales increased 21.4%, to

¥201,013 million. This was due mainly to substantial

increases in shipment volumes of HD media, reflecting

the start-up of the new plant in Singapore and capacity

expansion at other sites, as well as higher shipment

volumes of AlGaInP ultrabright LED chips. While sales

of semiconductor-processing specialty gases fell, sales

of rare earth magnetic alloys rose owing to the rise in

shipment volumes and selling prices, reflecting soaring

raw material costs. Meanwhile, operating income of

the segment fell 9.8%, to ¥25,833 million. This was

because HD media production costs rose, reflecting

the shift to PMR technology, and depreciation expens-

es increased following the HD media capacity expan-

sion. These two factors caused operating income to

decrease, mainly in the first half of the year.

Hard Disks

The world’s shipments of both HD drives and HD

media increased in 2007, reflecting an increase in

demand for such consumer electronics applications as

mobile music players, camcorders, and HDD players,

in addition to PCs. At Showa Denko, sales grew sub-

stantially due to increases in shipment volumes, cen-

tering on 1.8-inch and 2.5-inch glass-substrate media,

following the start-up of the new plant in Singapore.

Operating income fell due to increases in production

costs, reflecting the shift from the conventional longitu-

dinal recording technology to the new PMR technolo-

gy, and increases in depreciation expenses following

the capacity expansion. Nevertheless, operating

income in the second half of the year increased over

the same period of the preceding year owing to the

increase in shipment volumes.

HDs

Ultrabright LEDs



Specialty Gases for Semiconductor

Processing

Sales of specialty gases for semiconductor processing

decreased as the shipment volumes of LCD-panel

cleaning agents fell. Operating income from the busi-

ness also fell.

Topics

In November, we expanded the high-purity ammonia

production capacity at our subsidiary Taiwan Showa

Chemicals Manufacturing Co., Ltd., from 1,000 tons a

year to 1,200 tons a year.

Ceramics

Sales of electronic ceramics, including performance

materials and Shorox™ polishing materials for LCDs

and glass-substrate HD media, were maintained at the

previous year’s level.

Carbons

Sales of fine carbons, including VGCF ™ carbon

nanofibers, were maintained at the previous year’s

level.
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Inorganics
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2007 2006 Difference Rate of change (%)

Sales 84,599 74,301 +10,298 +13.9%

Operating income 20,894 16,069 +4,825 +30.0%

The Inorganics segment’s sales increased 13.9%, to

¥84,599 million, due to steady shipment volumes of

graphite electrodes, notwithstanding the flat sales of

ceramics. Operating income jumped 30.0%, to

¥20,894 million, due to the strong exports of graphite

electrodes from Japan and good results of Showa

Denko Carbon, Inc., of the United States.

Ceramics

Sales of ceramics were maintained at the previous

year’s level. However, operating income fell, reflecting

higher bauxite costs.

Carbons

Both sales and operating income from the graphite

electrode business rose as exports from Japan to

Asian countries grew and Showa Denko Carbon, Inc.,

yielded good results, reflecting growing demand for

steel worldwide.

Topics

We increased our combined production capacity in

Japan and the United States of 30-inch- and 32-inch-

diameter graphite electrodes, from 15,000 tons a year

to 25,000 tons a year, to meet growing demand for

large-diameter electrodes from electric arc furnace

steelmakers.

Graphite electrodes are used in mini steel mills.
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Shotic

Sales of Shotic™ forged products increased due main-

ly to the rise in selling prices.

Heat Exchangers

Sales of heat exchangers rose in Japan, Europe, and

Thailand, although sales in the United States slipped.

Operating income increased, as cost-reduction efforts

at our U.S. subsidiary began to produce results.

Topics

We increased our equity participation in Grand Ocean-

Showa Auto Air Conditioning (Dalian) Co., Ltd., making

it our consolidated subsidiary. Grand Ocean-Showa

expanded its capacity and began producing new NRT

III™ condensers.

Aluminum Cans

Sales of aluminum cans increased due to rises in ship-

ment volumes and selling prices. Operating income

also increased.

Aluminum
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2007 2006 Difference Rate of change (%)

Sales 257,811 260,107 -2,296 -0.9%

Operating income 8,042 6,472 +1,569 +24.2%

The Aluminum segment’s sales decreased 0.9%, to

¥257,811 million. Sales of aluminum ingots fell due to

lower shipment volumes. Sales of rolled products rose

due to an increase in shipment volumes of high-purity

foils for capacitors. Sales of extrusions/specialty prod-

ucts were up due to an increase in shipment volumes

of aluminum cylinders for laser printers. Sales of

Shotic™ forged products were also up due to the rise

in shipment volumes for automobile parts applications.

Sales of aluminum cans increased due to the rise in

shipment volumes and selling prices. The aluminum

alloys business was transferred in the second half of

2006. The Aluminum segment’s operating income

increased 24.2%, to ¥8,042 million, despite the impact

of higher aluminum ingot prices, as we raised selling

prices in response to the rise in costs.

Rolled Products

Sales of rolled products rose due to higher selling

prices, reflecting higher raw material costs, and

increased shipment volumes of high-purity foils for

capacitors. Operating income also rose.

Extrusions & Specialty Products

Shipment volumes of commodity extrusions decreased

as an aftermath of the revision of the Building Standard

Law. However, selling prices of extrusions rose and

shipment volumes of aluminum cylinders for laser print-

ers increased. As a result, total sales of extrusions and

specialty products were up. However, operating

income decreased due to the fall in shipment volumes

of commodity extrusions.

Shotic™ products

Capacitors using our high-purity
aluminum foils

Aluminum cylinders for laser printers




