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R
REVIEW OF OPERATIONS

PETROCHEMICALS
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2008 2007 Difference Rate of change (%)

Sales 400,173 395,105 +5,068 +1.3%

Operating income (1,281) 19,574 -20,855 —

The Petrochemicals segment’s sales for 2008 rose 1.3%, to 

¥400,173 million. Sales of olefins increased due to the rise in 

selling prices, reflecting soaring raw material costs up to the 

middle of the year, notwithstanding the fall in shipment volumes 

following the decrease in demand in the latter half. Sales of 

organic chemicals decreased due mainly to the substantial fall 

of acetic acid shipments, notwithstanding the rise in selling 

prices that reflected soaring raw material 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 the high-

priced stock of naphtha.

Olefins

Ethylene production in Japan totaled 6.88 million tons in 2008, 

a decrease of 11.1% from the preceding year. Demand for 

 petrochemicals in Asia fell sharply as a result of the drastic 

shrinkage of the global economy in the second half of the year, 

forcing Japanese ethylene producers to substantially cut 

 production. Showa Denko’s ethylene production was 630,000 

tons, a decrease of 68,000 tons from 2007. Sales of olefins 

increased due to the rise in selling prices, reflecting soaring raw 

material costs up to the middle of the year, notwithstanding the 

fall in shipment volumes following the decrease in demand in 

the latter half. However, the olefins business posted a sharp 

decline in operating income due to 

lower demand in the second half; the 

fall in selling prices, reflecting the 

sharp drop in naphtha prices; and the 

influence of the high-priced stock of 

naphtha.

Organic Chemicals

Sales and operating income of the organic chemicals business 

decreased due mainly to the substantial fall in the shipment vol-

umes of acetic acid for purified terephthalic acid (PTA) applica-

tions. We stopped sales of acetic acid for PTA at the end of 

2008. Acetic acid sales will continue only for small lot transac-

tions. We will hereafter focus on the production and sale of 

vinyl acetate, ethyl acetate, and allyl alcohol.

Topics

We completed the expansion of our allyl alcohol production 

facility, raising the capacity from 56,000 tons a year to 70,000 

tons a year. Allyl alcohol is used as raw material for allyl ester 

resin, whose applications include spectacle lenses.

 We decided to commercialize n-propyl acetate that will be 

used in solvents for ink for special gravure printing. Demand for 

n-propyl acetate is expected to grow as it is safer and more 

eco-friendly to use than conventional solvents. Plant construc-

tion is under way to start commercial production by early 2010. 

CHEMICALS
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2008 2007 Difference Rate of change (%)

Sales 93,319 84,709 +8,610 +10.2%

Operating income 5,329 7,431 -2,102 -28.3%

The Chemicals segment’s sales increased 10.2%, to ¥93,319 

million. Sales of acrylonitrile were up due to the rise in full-year 

shipment volumes. Sales of caustic soda, ammonia, and amino 

acids increased due to the rise in selling prices. Sales of chloro-

prene rubber decreased slightly as a result of the fall in demand 

for automobile applications in the second half. We consolidated 

Showa Tansan Co., Ltd., a manufacturer of liquid carbon diox-

ide and dry ice, through the additional purchase of its shares. 

The segment’s operating income fell 28.3%, to ¥5,329 million, 

due mainly to sharp declines in the acrylonitrile market prices 

in the second half of the year.

Ethylene plant 
(naphtha cracking furnace)

Showa Denko AR08_0420_再.indd   11 09.4.22   10:45:18 AM



12 Annual Report 2008

Topics

We will start up a greenhouse gas (GHG) decomposition unit at 

the Kawasaki Plant in the first half of 2009. Through this and 

other measures, we will achieve the goal of a 6% reduction in 

GHG emissions under the Kyoto Protocol without resorting to 

emissions trading.

 We expanded our chloroprene rubber production capacity 

from 20,000 tons a year to 23,000 tons a year.

 Our subsidiary Nippon Polytech Corporation completed its 

new plant for high-performance electrical insulating ink for use 

in the manufacture of chip-on-film-technology-based electronic 

parts in LCD panels for TVs, PCs, and mobile phones. The ink, 

in which urethane-based thermoset resin is used, improves 

image quality and extends the life of LCD panels.

 We purchased all shares in F2 Chemicals Limited, of the 

United Kingdom, making it our wholly owned subsidiary. We 

aim to strengthen the business by expanding the lineup of our 

fluorine compounds.

ELECTRONICS
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2008 2007 Difference Rate of change (%)

Sales 188,778 201,013 -12,235 -6.1%

Operating income 9,259 25,833 -16,574 -64.2%

The Electronics segment’s 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 ultrabright LED chips. Sales of 

semiconductor-processing specialty gases decreased, reflect-

ing the fall in demand for semiconductors. Meanwhile, sales of 

rare earth magnetic alloys rose due to the rise in shipment vol-

umes and selling prices. Operating income of the segment fell 

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.

Hard Disks

Sales increased in the first half of the year due to brisk demand 

and the contribution of the expanded capacity in Singapore. 

However, sales in the second half decreased as the HDD indus-

try started full-scale production adjustment amid the financial 

crisis, resulting in the fall of our HD media shipments centering 

on aluminum-based HD media. Operating income fell substan-

tially due mainly to lower shipments in the second half, the rise 

in depreciation expens-

es, and the appreciation 

of the yen.

R
REVIEW OF OPERATIONS

Ammonia plant in Kawasaki

HD production lines at Showa Denko HD Trace
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Topics

In August, we became the world’s first company to commer-

cialize 1.89-inch HD media with storage capacity of 120 giga-

bytes per disk, using PMR technology. In the following month, 

we began commercial shipments of 2.5-inch HD media with 

storage capacity of 250 gigabytes per disk. Furthermore, in 

January 2009, we began commercial shipments of 3.5-inch 

HD media with  storage capacity of 500 gigabytes per disk.

 In February 2009, we started discussions with Fujitsu 

Limited about acquisition of its HD media business. Through 

these measures, we aim to increase our technical strengths 

and enhance our competitive position as the world’s largest 

independent HD media supplier. We will continue to commer-

cialize high-capacity HD media ahead of competitors, fully uti-

lizing 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.

Compound Semiconductors

Sales of compound semiconductors increased, owing to the 

rise in shipment volumes of ultrabright LED chips. Operating 

income decreased due to the rise in R&D expenses.

Topics

We started the commercial shipment of AlGaInP ultrabright 

red LED chips with luminous efficiency of 80 lumen per watt. 

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.

Rare Earths

Sales of our rare earth mag-

netic alloys increased due to 

the rise in shipment volumes 

for use in automobiles, 

including hybrid cars, and 

the rise in selling prices. 

Operating income slightly 

increased.

Topics

In October, we established 

Showa Denko Rare-Earth 

Vietnam Co., Ltd. in Ha Nam 

Province, Vietnam, as our 

90%-owned subsidiary. In 

April 2010, the new company will begin producing 800 tons a 

year in total of didymium and dysprosium, which will be used 

as raw material for neodymium-based high-performance mag-

netic alloys. The Showa Denko Group is 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, the Group will 

be able to ensure the stable procurement of raw materials for 

its neodymium-based high-performance magnetic alloy pro-

duction and further strengthen the business.

Specialty Gases for Semiconductor Processing

Sales of specialty gases for semiconductor processing 

decreased due to the fall in demand for semiconductors. 

Operating income from the business also fell.

Topics

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 as well as low 

 environmental impact.

Rare earth magnetic alloys 
and plant in China 
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 In November, we established a joint venture in Quzhou, 

Zhejiang Province, China to produce high-purity ammonia for 

the electronics industry. The joint venture, Zhejiang Quzhou 

Juhua Showa Electronic Chemical Materials Co., Ltd., owned 

51% by Showa Denko, is now building a 500-ton-a-year high-

purity ammonia plant for start-up in the middle of 2009. In a 

related move, we expanded the high-purity ammonia produc-

tion capacity at our subsidiary Taiwan Showa Chemicals 

Manufacturing Co., Ltd., from 1,200 tons a year to 1,500 tons 

a year. Fully utilizing the new plant in China and existing pro-

duction sites in Japan (Kawasaki) and Taiwan, we will strength-

en our supply of high-purity ammonia to the growing East Asian 

market.

Fine Ceramics

Sales of electronic ceramics, including titanium oxide for 

ceramic capacitors and Shorox™ polishing materials for LCDs 

and glass-substrate HD media, were up. 

Fine Carbons

Sales of fine carbons, including VGCF™ carbon nanofibers, 

were up. 

Topics

We decided to begin the commercial production of VGCF™-X, 

a new grade of carbon nanotube with an optimized design 

for resin composite applications, in the first quarter of 2010. 

A small added amount of VGCF™-X can give stable electric 

conductivity to resins. Thus, it will find applications in static-free 

plastic cases for the carriage of semiconductor/HD media parts 

in a clean room, contributing to securing good 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 pertaining to materials and appli-

cations in the area of carbon nanotubes, including for resin 

composites.

INORGANICS
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2008 2007 Difference Rate of change (%)

Sales 88,797 84,599 +4,198 +5.0%

Operating income 19,244 20,894 -1,650 -7.9%

The Inorganics segment’s sales increased 5.0%, to ¥88,797 

million. Sales of graphite electrodes rose due to the rise in sell-

ing prices, reflecting higher raw material costs, notwithstanding 

production cuts by electric arc furnace steelmakers in the  latter 

half of the year. Sales of ceramics increased slightly. However, 

operating income dropped 

7.9%, to ¥19,244 million, 

due to the adverse effect of 

the appreciation of the yen 

on the profit from our U.S. 

graphite electrode opera-

tions and the rise in raw 

material costs for the 

ceramics business.

Ceramics

Sales of ceramics increased slightly. However, operating 

income fell, reflecting higher raw material costs.

Carbons

In the carbons business, sales in Japan and exports from 

Japan increased due to the rise in selling prices, reflecting 

 higher raw material costs. As for Showa Denko Carbon, Inc. 

(SDKC), of the United States, sales decreased due to the influ-

ence of the exchange rate, notwithstanding the rise in selling 

prices. Overall, operating income from the carbons business 

increased.

Topics

SDKC completed a series of debottlenecking measures, 

expanding its capacity by 5,000 tons a year, to 45,000 tons a 

year. As a result, the Showa Denko Group’s total graphite elec-

trode  production capacity has reached 105,000 tons a year.

Graphite electrodes
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ALUMINUM
CONSOLIDATED BUSINESS RESULTS (Millions of yen)

2008 2007 Difference Rate of change (%)

Sales 232,809 257,812 -25,003 -9.7%

Operating income (212) 8,042 -8,254 —

The Aluminum segment’s sales 

decreased 9.7%, to ¥232,809 mil-

lion. Sales of aluminum ingots fell due 

to lower shipment volumes. Sales of 

rolled products were down due to 

our withdrawal from the commodity 

foils business in 2007 and the fall 

in demand for high-purity foils for 

capacitors in the second half of 2008. Sales of extrusions/spe-

cialty products decreased due to the fall in shipment volumes 

of commodity extrusions for building materials. Sales of 

Shotic™ forged products also decreased due to the substan-

tial decline in shipment volumes for automobile parts applica-

tions. Sales of heat exchangers fell, owing to lower sales in 

Japan and the United States, notwithstanding increased sales 

in Asia and Europe. Sales of aluminum cans decreased due to 

the fall in shipment volumes. The Aluminum segment posted 

an operating loss of ¥212 million, compared with operating 

income of ¥8,042 million for the previous year, due mainly to 

lower demand from the construction and automobile industries 

and the impact of higher fuel costs on our power generation 

business as an independent power provider.

Rolled Products

Sales of rolled products were down as we withdrew from the 

commodity foils business in 2007 and cut production of high-

purity foils for capacitors in the second half of 2008 due to 

stagnant demand. Operating income decreased.

Topics

In January, our subsidiary Showa Denko Sakai Aluminum K.K. 

(SSK) completed a new line for refining aluminum slabs. With 

the completion, SSK’s high-purity foil production capacity was 

expanded from 1,500 tons a month to more than 1,800 tons a 

month. High-purity aluminum foils are used in the production of 

electrolytic capacitors. We are the leading supplier in the world 

of high-purity aluminum foils for capacitors.

Extrusions & Specialty Products

Shipment volumes of commodity extrusions decreased, 

 reflecting stagnant demand from the construction industry. 

Shipment volumes of aluminum cylinders for laser printers also 

decreased, reflecting production adjustment by customers in 

the latter half of the year. As a result, both sales and operating 

income from the business decreased.

Topics

In June, we completed the modernization work of aluminum 

casting facilities, installing new melting furnaces with the 

capacity of producing 60,000 tons of billets a year.

Shotic

Sales of Shotic™ forged products 

decreased due to the sharp fall in 

shipment volumes, reflecting the 

stagnation in the automobile industry. 

Operating income also decreased.

Heat Exchangers

Sales of heat exchangers slipped due to lower sales in Japan 

and the United States, notwithstanding higher sales in Asia and 

Europe.

Aluminum Cans

Sales of aluminum cans decreased due to the fall in shipment 

volumes of cans for beer. Operating income also decreased.

High-purity aluminum ingot 
production facility at Showa 
Denko Sakai Aluminum K.K.

Shotic™ products
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