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Business Results for 2008

The global financial crisis—triggered by the U.S. subprime 

mortgage problem—resulted in the sharp appreciation of the 

yen and steep declines in crude oil prices and stock markets. 

As a result, the Japanese economy was deeply affected in the 

second half of 2008, with drastic falls in production and capital 

investment by corporations.

 Under the circumstances, the Showa Denko Group imple-

mented the Passion Project with a view to laying the ground-

work for long-term sustainable growth. The Group took various 

steps to expand growth businesses, while continuing its struc-

tural reform and cost reduction efforts.

 Nevertheless, the business environment for the chemical and 

nonferrous metals industries was very difficult, reflecting volatile 

naphtha and aluminum metal prices that soared in the first half 

of the year and sharply declined in the second half. The situa-

tion in the electronic parts/materials industry was also very diffi-

cult due to substantial inventory adjustments by customer 

industries in the second half of the year.

Following up on the accomplishments under the Passion 

Project, the three-year consolidated business plan that 

ran from 2006 through 2008, the Showa Denko Group has 

worked out the “Passion Extension” for 2009 and 2010.

 While maintaining the basic concepts under the 

Passion Project—development of “new growth driver” 

businesses, continuous expansion of profit, and 

improvement of financial strength—we will adapt our 

production setup to diminished demand and strengthen 

cost-competitiveness in response to the drastic changes 

in the business environment. Thus, we will accelerate 

reform and lay the groundwork for long-term sustainable 

growth.
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 As a result, the Group’s consolidated net sales in 2008 

decreased 1.9%, to ¥1,003,876 million, and operating income 

fell 65.1%, to ¥26,792 million. The drop in operating income 

was mainly due to the fall in shipment volumes of petrochemi-

cals and the influence of the sharp fluctuations in naphtha 

costs; the effect of a higher yen and increased depreciation 

expenses in the Electronics segment; and low demand for 

 aluminum from the construction and automobile industries. 

Net income decreased 92.6%, to ¥2,451 million.

 Dividends of ¥5.00 per share, the same level as in the pre-

ceding year, were paid to shareholders on record at the end 

of December 2008.

 Our capital expenditures in 2008 totaled ¥54,799 million, a 

decrease of ¥14,547 million from the previous year and falling 

below the depreciation and amortization expenses of ¥60,439 

million for 2008. The capital expenditures included those for the 

expansion of indium-gallium-nitride (InGaN)-based blue LED 

chip production capacity; for the expansion of hard disk (HD) 

media production capacity; for the modernization of aluminum 

casting facilities; and for  further expansion, rationalization, pro-

duction maintenance, and environmental protection.

 As a result of continued debt-reduction efforts, the outstand-

ing balance of interest-bearing debt as of the end of 2008 

decreased ¥2,731 million, to ¥392,915 million.

Segment Performances

In terms of net sales for the year, the Petrochemicals 

 segment contributed 39.9%, Chemicals 9.3%, Electronics 

18.8%, Inorganics 8.8%, and Aluminum and others 23.2%. 

Operating income decreased in all segments, especially in the 

Petrochemicals and Electronics segments. A breakdown of 

net sales and operating income by segment is as follows:

 In the Petrochemicals segment, sales rose 1.3%, to 

¥400,173 million. Sales of olefins rose owing to higher selling 

prices until the middle of the year, reflecting soaring raw 

 material costs, notwithstanding lower shipment volumes result-

ing from stagnant demand in the second half of the year. Sales 

of organic chemicals were down due partly to substantially 

decreased shipment volumes of acetic acid, notwithstanding 

higher prices of organic chemicals, reflecting the rise in feed-

stock costs. The segment recorded an operating loss of 

¥1,281 million, compared with operating income of ¥19,574 

million for the previous year. The fall in the segment’s operating 

income was due to lower demand in the second half; the fall in 

selling prices, reflecting the sharp drop in naphtha prices; and 

the influence of high-priced stock of naphtha.

 In the Chemicals segment, sales rose 10.2%, to ¥93,319 

million, due partly to the consolidation of Showa Tansan Co., 

Ltd. Sales of acrylonitrile were up owing to higher shipment 

 volumes, and sales of caustic soda, ammonia, and amino acids 

increased due to the rise in selling prices. Sales of chloroprene 

rubber slipped as a result of the fall in demand for automobile 

applications in the second half. Operating income fell 28.3%, to 

¥5,329 million, due mainly to sharp declines in the acrylonitrile 

market prices.

 In the Electronics segment, sales decreased 6.1%, to 

¥188,778 million. Sales of HD media decreased owing to lower 

shipment volumes in the second half of the year, centering on 

aluminum-based HD media, 

notwithstanding the rise in 

sales in the first half. Sales of 

compound semiconductors 

were up, reflecting the rise in 

shipment volumes of ultra-

bright LED chips. Sales of 
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Passion Extension (2009-2010):
Preparation for a new business plan

To establish Showa Denko 
as a unique chemical company 
with individualized products

Passion Project
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Passion Project (2006-2008)
 • Develop and establish new “Growth Drivers”

 • Steadily improve profitability

 • Improve financial strength

Strategic reduction in scale through

the Cheetah Project (2000-2002)

Growth strategy through

the Sprout Project (2003-2005)

BUSINESS PLANS
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semiconductor-processing 

specialty gases decreased, 

reflecting the fall in demand 

for semiconductors. 

Meanwhile, sales of rare earth 

magnetic alloys increased 

due to the rise in shipment 

volumes and selling prices. Operating income decreased 

64.2%, to ¥9,259 million, owing to the fall in shipment volumes 

of aluminum-based HD media in the second half of the year, 

the rise in depreciation expenses, and the influence of the 

appreciation of the yen. 

 In the Inorganics segment, sales increased 5.0%, to ¥88,797 

million. Sales of graphite electrodes increased due to the rise 

in selling prices, reflecting higher raw material costs, notwith-

standing lower demand in the second half. Sales of ceramics 

increased slightly. Operating income dropped 7.9%, to ¥19,244 

million, due to the adverse effect of the appreciation of the yen 

on the profit from the graphite electrode business in the United 

States as well as the influence of higher raw material costs on 

the ceramics business.

 In the Aluminum segment, sales declined 9.7%, to ¥232,809 

million. Sales from ingot marketing decreased owing to the fall 

in shipment volumes. Sales of rolled products were down as a 

result of our withdrawal from the commodity foils business in 

the previous year and lower shipment volumes of high-purity 

foils for capacitors in the second half of 2008. Sales of extru-

sions/specialty products dropped mainly due to decreases in 

shipment volumes of extrusions for building materials. In the 

heat exchanger business, sales rose in Asia and Europe, while 

sales in Japan and the United States fell. Sales of Shotic™ 

forged products decreased because of the sharp drop in ship-

ments to the automobile industry in the second half of the year. 

Sales of aluminum cans also decreased, reflecting lower ship-

ment volumes. The segment recorded an operating loss of 

¥212 million, compared with operating income of ¥8,042 mil-

lion for the previous year, due to lower demand from the con-

struction and automobile industries as well as the influence of 

higher fuel costs on our power generation business as an 

 independent power provider.

Strengthening Position in HD Media Business

In the “growth-driver” HD media business, we launched HD 

media with higher storage capacities and strengthened our 

position in the promising field of glass-based HD media. We 

became the world’s first to commercialize the fourth-generation 

PMR-technology-based HD media. Specifically, we launched 

1.89-inch 120 gigabyte-per-disk HD media for mobile music 

players, high-definition camcorders, and small notebook PCs; 

2.5-inch 250 gigabyte-per-disk HD media for notebook PCs; 

and 3.5-inch 500 gigabyte-per-disk HD media for desktop 

PCs. We will continue to commercialize high-capacity HD 

media ahead of competitors, fully utilizing our technical 

strengths. We will also take the initiative in reorganizing the 

industry by forming alliances. Thus, we will strengthen our 

presence in the growing market for HD media for notebook 

PCs and other mobile applications.

Developing “New Growth Driver” Businesses

Fully utilizing our wide-ranging material technologies centering 

on inorganics and metals, we are making strenuous efforts to 

develop new businesses that will drive our growth together with 

the HD media business.

  a) Launch of 80 lm/W AlGaInP ultrabright red LED chips 

 In May 2008, we started commercial shipments of AlGaInP 

ultrabright red LED chips with a luminous efficiency of 80 

lumen per watt. To the best of our knowledge, the product 

had the world’s highest luminous efficiency for this type avail-

able on the market as of May 2008. AlGaInP ultrabright LED 

chips are now used mainly in outdoor displays. However, 

new applications are being developed, including automotive 

parts (rear lights, interior lighting) and LCD backlight for flat-

panel TVs.

Ultrabright LED chips
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  b) Expansion of high-purity ammonia business 

for electronics

In November 2008, we established a joint venture in China to 

produce high-purity ammonia for semiconductor/LCD pro-

duction. The joint venture, in which we own a 51% stake, will 

start operating a 500-ton-a-year high-purity ammonia plant 

this year. Fully utilizing the new plant in China and existing 

production sites in Japan (Kawasaki) and Taiwan, we will 

strengthen our supply of high-purity ammonia to the growing 

East Asian market. We decided to build a new production 

facility for high-purity C4F6 gas in Kawasaki for completion in 

the first half of 2009 in cooperation with Air Products and 

Chemicals, Inc., of the United States. Demand for C4F6 is 

expected to grow due to its improved processability and 

selectivity and very low environmental impact. 

  c) Establishment of rare earth metal subsidiary 

in Vietnam

In October 2008, we established Showa Denko Rare-Earth 

Vietnam Co., Ltd. in Vietnam. In April 2010, the new compa-

ny will begin producing 800 tons a year in total of didymium 

and dysprosium, which will be used as raw material for neo-

dymium-based, high-performance magnetic alloys. We are 

now producing rare earth magnetic alloys at three plants—

one in Japan and two in China—with combined capacity 

of 8,000 tons a year. With the establishment of the new 

company in Vietnam, we will be able to ensure the stable 

procurement of raw materials for our neodymium-based 

high-performance magnetic alloy production and further 

strengthen the business.

  d) Start of SiC epitaxial wafer production

In December 2008, we took over ESICAT Japan, LLP’s busi-

ness in silicon carbide (SiC) epitaxial wafers for power device 

applications. Owing to their superior electricity-saving prop-

erties, SiC-based semiconductors are expected to be 

increasingly used in power 

conversion devices and 

inverter modules for the 

electric power/automobile/

railroad/electric appliance 

industries.

  e) Commercialization of new grade of carbon nanotube

We decided to build a commercial production facility for 

VGCF™-X, a new grade of carbon nanotube with an opti-

mized design for resin composite applications. Production will 

begin in 2010 within the premises of the Oita Petrochemical 

Complex. A small added amount of VGCF™-X can give 

 stable conductivity to resins. Thus, it will find applications in 

static-free plastic cases for the carriage of semiconductor/

hard disk media parts in a clean room, contributing to better 

quality of these parts. We concluded a patent cross-license 

agreement with Hyperion Catalysis International, Inc., of the 

United States, which owns 

many key patents pertain-

ing to materials and appli-

cations in the area of 

carbon nanotubes, includ-

ing for resin composites.

SiC epitaxial wafers for energy-saving 
power devices

Carbon nanofiber VGCF™
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 The Showa Denko Group will aim to lay the groundwork for 

long-term sustainable growth as well as enhance competitive-

ness and profitability by achieving the previously mentioned 

goals under the “Passion Extension.” Furthermore, we will aim 

to earn the full trust and confidence of the market and society, 

always managing operations based on the principles of corpo-

rate social responsibility (CSR).

 The Group attaches great importance to corporate gover-

nance, compliance, and risk management, taking various mea-

sures in these areas to ensure sustainable growth and higher 

corporate value over the long term. The Group is contributing 

to the sound growth of society by developing and providing 

useful and safe technologies, products, and services. We will 

ensure safety, conserve resources and energy, and reduce the 

volume of industrial waste to be discharged and chemical sub-

stances to be emitted, thereby contributing to the protection of 

the global environment. 

 We look forward to the continued support from our fellow 

stockholders.

March 27, 2009

Mitsuo Ohashi, Chairman of the Board

Kyohei Takahashi, President and CEO

Passion Extension

In 2009, the business environment is forecast to remain severe, 

reflecting the impact of the global recession on Japan’s exports, 

production, and capital investment. Under these circum stances, 

we have worked out the “Passion Extension” for the two-year 

period of 2009 and 2010, maintaining the basic concepts of the 

Passion Project and making adjustments in response to the 

drastic changes in the business environment. Under the 

“Passion Extension,” we will focus our attention on the following 

six items in an effort to promote structural reform and lay the 

groundwork for sustainable growth over the long term:

Major Tasks under “Passion Extension” (2009-2010)

a)
 Improve business portfolio by promoting growth 
strategies and structural reform

b)
 Allocate managerial resources efficiently by very 
carefully selecting investments

c) Carry out drastic cost reductions

d) Secure sufficient cash flows

e) Improve financial strength

f) Strengthen R&D to ensure future growth

Passion Extension
(2009-2010)

Contribute to the good of society

By enhancing the Company value, we will contribute to the interests of all stakeholders.

Carry out drastic structural reform and focus 
on high-growth areas where we have 
competitive advantages

Company
images

Unique chemical company 
with individualized products

Create individualized products by deepening and 
merging wide-ranging material technologies 
centering on inorganics and metals

Technology-oriented
company

Establish financial strength by squeezing 
assets and reducing interest-bearing debt

Financial strength

Earn the full trust and confidence of the 
market and society

CSR

Original image

¥100.0 billion
1.0 times

Revised image （2010）
¥40.0 billion

1.4 times

Operating income
D/E ratio

Images of the 
financial targets

(2010)

MAINTAIN BASIC CONCEPTS, BUT LOWER FINANCIAL TARGETS

CARRY OUT STRUCTURAL REFORMS IN RESPONSE TO DRASTIC CHANGES IN ENVIRONMENT
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