
Message from the Management

Kyohei Takahashi, President and CEO

The Showa Denko Group is taking various steps under 

the “Passion Extension” project in response to the 

drastic changes in the business environment that fol-

lowed the global economic crisis in the fall of 2008. 

Under the “Passion Extension” effective for the 2009-

2010 period, the Group is carrying out drastic reform 

of unprofitable operations and  optimizing its produc-

tion systems, while laying the groundwork for future 

growth, in preparation for the launch of the next 

 consolidated business plan for 2011 and after.

 In 2009, we reformed the Aluminum segment, 

improving its global  production systems for heat 

exchangers and withdrawing from the  business in 

commodity extrusions. As a result, the segment 

recovered its profitability in the second half of the 

year. We also strengthened the hard disk (HD) media 

operation—one of our core businesses—by acquiring 

Fujitsu Limited’s HD media subsidiary. In the area of 

new growing  businesses, we made aggressive invest-

ments in the ultrabright LED chip  business, estab-

lished an Advanced Battery Materials Department, 

and accelerated the growth of our business in high-

performance materials for lithium ion batteries (LIBs) 

for eco-friendly cars.

Business Results for 2009
The Japanese economy, which experienced substantial 

declines in exports and production in the first half of 2009 

due to the quick deterioration of the world economy, saw 

some signs of recovery in the second half, as witnessed 

by the rise in exports to Asian countries, centering on 

China, and pickup in production due to the progress in 

global inventory adjustments. Nevertheless, the conditions 

of corporate earnings remained severe, with fears of 

another decline in the economy due to the severe employ-

ment situation, stagnant consumer spending, and sharp 

appreciation of the yen.

 The business environment for the chemical and non-

ferrous metal industries was difficult in the first half of 

the year, reflecting production cuts following substantial 

declines in demand. However, plant utilization rose in the 

second half of the year due to recovery in demand.
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SCMGTM graphite anode material

 The electronic parts/materials industry experienced a 

difficult situation in the first half of the year due to produc-

tion cuts, reflecting substantial inventory adjustments in 

our customers’ industries. However, demand recovered 

for some areas of products in the second half of the year.

 The Group’s consolidated net sales in 2009 decreased 

32.4%, to ¥678,204 million. While the Petrochemicals 

segment’s operating income increased due to the reduc-

tion in the burden of high-cost feedstock, operating 

income in the remaining four business segments fell due 

mainly to lower shipment volumes in the first half of the 

year. As a result, the Group recorded a consolidated oper-

ating loss of ¥4,983 million (down ¥31,775 million) and a 

net loss of ¥37,981 million (down ¥40,432 million). The net 

loss reflects extraordinary losses due to structural reform 

of aluminum and other businesses.

 Dividends of ¥3.00 per share were paid to shareholders 

on record at the end of December 2009.

 In 2009, we expanded our production capacity for 

SCMG™ anode material for LIBs to be used in electric 

vehicles, and completed a new plant for environment-

friendly solvent n-propyl acetate. We also invested in 

expansion, rationalization, maintenance, and environmen-

tal protection at other production facilities. As a result, our 

capital expenditures for the year amounted to ¥38,666 

million, down ¥16,133 million from the previous year.

 The outstanding balance of interest-bearing debt as of 

the end of 2009 decreased ¥19,003 million, to ¥373,911 

million, as a result of continued debt-reduction efforts.

Segment Performances
In terms of net sales for the year, the Petrochemicals seg-

ment contributed 34.8%, Chemicals 13.6%, Electronics 

18.8%, Inorganics 7.9%, and Aluminum and others 

24.9%. Operating income decreased in all segments, 

except for Petrochemicals. A breakdown of net sales and 

operating income by segment is as follows:

 In the Petrochemicals segment, sales fell 41.0%, to 

¥235,999 million. Sales of olefins fell owing to lower selling 

prices, reflecting the decline in the price for naphtha. Sales 

of organic chemicals were down due to the decline in sell-

ing prices, reflecting the fall in raw material prices, and 

decreased shipment volumes of acetic acid following with-

drawal from sales to outside customers for high-purity 

terephthalic acid (PTA) applications. However, the segment 

recorded operating income of ¥7,992 million, up ¥9,273 

million, due to the reduction in the burden of high-cost 

feedstock and withdrawal from the unprofitable sale of 

acetic acid.

Laminated packaging for LIBs

HDs
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 In the Chemicals segment, sales decreased 1.5%, 

to ¥91,887 million,  notwithstanding the increase in sales 

following the consolidation of Showa Tansan Co., Ltd., 

in June 2008. Sales of industrial gases, such as oxygen, 

nitrogen, and hydrogen, were up. However, sales of acry-

lonitrile and ammonia were down owing to lower shipment 

volumes. Sales of chloroprene rubber decreased as a 

result of the fall in demand for automobile applications. 

Operating income fell 91.6%, to ¥446 million, due partly 

to declines in shipment volumes and selling prices of 

 acrylonitrile and chloroprene rubber.

 In the Electronics segment, sales decreased 32.3%, to 

¥127,807 million. Shipment volumes of HD media recov-

ered quickly in the second half of the year, reflecting brisk 

demand for use in notebook PCs. However, sales of HD 

media in 2009 decreased from the previous year because 

the influence of inventory adjustments by the HDD indus-

try in the first quarter was too significant. Sales of com-

pound semiconductors and semiconductor-processing 

specialty gases decreased due to lower shipment vol-

umes. Sales of rare earth magnetic alloys decreased 

due to lower shipment volumes in the first half of the year 

and lower selling prices, reflecting the fall in raw material 

prices. The  segment recorded an operating loss of 

¥9,775 million, down ¥19,034 million, due mainly to 

the fall in shipment volumes of HD media.

 In the Inorganics segment, sales decreased 39.5%, 

to ¥53,711 million. Production of graphite electrodes 

decreased owing to inventory adjustments by electric 

arc furnace steelmakers. Sales of graphite electrodes 

decreased due to lower shipment volumes in Japan and 

the United States. Sales of ceramics decreased due to 

slow recovery in demand for abrasives for automotive-

parts and metal-processing applications. Operating 

income fell 81.3%, to ¥3,603  million, due to the fall in 

shipment volumes of graphite electrodes and ceramics.

 In the Aluminum segment, sales fell 27.5%, to ¥168,799 

million. Production of rolled products decreased, reflecting 

lower shipment volumes of high-purity aluminum foils for 

capacitors in the first half of the year. Production of heat 

exchangers for automobiles increased in China, but 

 production decreased in Japan, the United States, and 

Europe. Sales from ingot marketing decreased owing to 

withdrawal in 2009 from large-lot sales to outside custom-

ers. Sales of rolled products were down, as quick recovery 

in demand for high-purity foils for capacitors in and after 

the middle of the year did not fully compensate for the 

drastic decline in demand in the first half. Sales of extru-

sions/specialty products fell due to decreases in shipment 

volumes of aluminum cylinders for laser beam printers and 

commodity extrusions. In the automotive heat exchanger 

business, sales rose in China, but sales in Japan, the 

United States, and Europe fell. Sales of Shotic™ forged 

products decreased because of the drop in shipments 

to the automobile industry. Sales of aluminum cans 

increased, reflecting higher shipment volumes. The seg-

ment recorded an  operating loss of ¥4,217 million, down 

¥4,006 million, due to the sharp fall in shipment volumes 

in the first half of the year.

Study of Next Business Plan
We are working on the next medium-term consolidated 

business plan for 2011 and after. The new plan will be 

announced in the fourth quarter of 2010. In view of the 

global warming issue and limitations of crude oil and other 

resources, we expect increased social demand for envi-

ronmental protection and energy conservation technolo-

gies. Under the new consolidated business plan, we will 

strengthen our position as a “unique chemical company 

with individualized products,” developing various compo-

nents, materials, and solutions. We will contribute to the 

Ultrabright LEDs
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sound growth of society by meeting the needs for energy, 

health and safety, and greater convenience. We will effi-

ciently allocate resources to these growth areas so as to 

accelerate the development of  high-performance products 

and services.

Fund-Raising through Capital Increase 
by Public Offering and Hybrid Finance
To expand growth businesses and strengthen base busi-

nesses, we raised funds totaling ¥61,319 million through 

a capital increase by a public offering and hybrid finance*. 

Proceeds from the public offering will be used mainly for 

capital investment in the growing Electronics segment and 

in base businesses, such as Petrochemicals. Proceeds 

from the hybrid finance have been used for the repayment 

of interest-bearing debt.

*  We issued Euro-Yen convertible bonds with warrants due 2014 (with a subordina-
tion clause) by third-party allotment and Euro-Yen permanent preferred securities, 
with the right of conversion into common stock, through our overseas special-
purpose subsidiary.

Structural Reform of Aluminum Business
We are working to reform and strengthen our aluminum 

business in response to drastic changes in economic 

 conditions. As part of these efforts, we optimized our pro-

duction systems for automotive heat exchangers in Japan, 

the United States, and Europe. Furthermore, we withdrew 

from business in commodity aluminum extrusions, 

 centering on building materials, and took rationalization 

measures, including the reduction in workforce.

Showa Denko HD Yamagata K.K.

Strengthening Electronics Business
a) Launch of Showa Denko HD Yamagata

In July 2009, we started up Showa Denko HD Yamagata 

K.K. by acquiring Fujitsu Limited’s HD media business. 

The company is our fourth HD media production site in 

the world, following the existing sites in Chiba Prefecture 

(Japan), Taiwan, and Singapore.

b) Launch of 2.5-inch 334 GB HD media

In August 2009, we began commercial shipments of 2.5-

inch HD media with a storage capacity of 334 gigabytes 

per disk, using the fifth-generation  perpendicular magnetic 

recording (PMR) technology. To the best of our knowl-

edge, this product had the world’s highest storage capaci-

ty for this size available on the market as of September 

2009. Demand for high-capacity HD media is growing for 

such applications as notebook PCs and HDD recorders. 

We will continue meeting the requirements of customers 

both in terms of quality and quantity as the world’s largest 

independent HD media supplier.

c) Development of AlGaInP red LED chips 

 optimized for plant growth

In April 2009, we started commercial production of 

AlGaInP LED chips that emit red light with a wavelength of 

660 nm, the optimum light for accelerating the growth of 

plants. To the best of our knowledge, the product had the 

world’s highest output as of April 2009 as LED chips that 

emit red light with a wavelength of 660 nm. We will devel-

op applications for these red LED chips, mainly for use 

at facilities that grow lettuce and other vegetables in an 

environment of controlled lighting.

d) Launch of graphite anode material 

for LIBs in electric vehicles

We started selling a new grade of SCMG™ (structure- 

controlled micro graphite) for use as an anode material 

in large LIBs for electric vehicles produced in Japan and 

abroad. SCMG™ enables the use of heavy current and 

extends the life of LIBs. We decided to increase our 

SCMG™ production capacity at Omachi in Nagano 
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Message from Mitsuo Ohashi
I resigned as Chairman of the Board at the close of the ordinary 

general meeting of the shareholders on March 26, 2010. Taking this 

opportunity, I would like to express my sincere appreciation for the 

kind support you have given me over many years.

 When I was appointed as President and CEO in 1997, Showa 

Denko was in a critical situation. As a first step to achieve a quick 

turnaround, I started providing a full and frank explanation to our 

shareholders. I also began taking strong measures to establish 

superior corporate ethics, and to reform our corporate culture and 

business structure.

 Thanks to the strenuous efforts by all members of the Company, 

I am pleased to note that Showa Denko has transformed into a 

speedy, alert, and lean organization, establishing itself as a “unique 

chemical company with individualized products.” Additionally, I  deeply appreciate our shareholders’ kind support 

for this change. 

 After my appointment as Chairman of the Board in 2004, Showa Denko faced another difficult situation due 

to the global recession that followed the recent Lehman Shock. Nevertheless, thanks to your understanding 

and support, Showa Denko is again returning to the growth track.

 Showa Denko will grow further, under the strong leadership of President and CEO Kyohei Takahashi, to fulfill 

the expectations of all our stakeholders. Thank you again, and I look forward to receiving your continued 

 support of Showa Denko.

Mitsuo Ohashi, Senior Advisor

Prefecture from 1,000 tons a year at present to 3,000 tons 

a year in 2012, investing approximately ¥2 billion.

 The Group attaches great importance to corporate gov-

ernance, compliance, and risk management, taking various 

measures 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 substances to be emitted, there-

by contributing to the protection of the global environment.

 We look forward to the continued support from our 

 fellow shareholders and all other stakeholders.

March 26, 2010

Kyohei Takahashi, 

President and CEO
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