
Management’s Discussion and Analysis

Results of Operations

Consolidated net sales in 2011 totaled ¥854,158 million (US$10,987 

million), an increase of ¥56,969 million, or 7.1%, from the previous year, 

due to higher shipment volumes in the Petrochemicals and Electronics 

segments.

 The cost of sales increased ¥49,062 million, or 7.3%, to ¥719,322 

million (US$9,253 million), reflecting the rise in net sales and prices of 

naphtha and other raw materials. Selling, general and administrative 

expenses decreased ¥727 million, or 0.8%, to ¥87,479 million 

(US$1,125 million), due partly to the fall in depreciation expenses.

 We recorded operating income of ¥47,357 million (US$609 million), 

up ¥8,634 million, due mainly to the rise in operating income in the 

Electronics segment.

 R&D expenditures increased ¥927 million, to ¥21,597 million 

(US$278 million).

Information by Business Segment

A breakdown of net sales and operating income by business segment 

is as follows:

Petrochemicals
Shipment volumes of olefins increased from the previous year, when we 

conducted the shutdown maintenance of our ethylene plant (conducted 

once every four years). Sales of olefins increased owing to higher ship-

ment volumes and higher selling prices, reflecting the rise in naphtha 

prices. Sales of ethyl acetate decreased due to lower shipment volumes. 

However, overall sales of organic chemicals increased owing to higher 

shipment volumes of allyl alcohol and other products.

 As a result, the Petrochemicals segment’s sales increased 25.5%, 

to ¥250,396 million (US$3,221 million). Operating income increased 

52.9%, to ¥3,484 million (US$45 million), reflecting the rise in shipment 

volumes.

Chemicals
Sales of functional polymers were maintained at the previous year’s 

level, while sales of chloroprene rubber were up due to the rise in selling 

prices. Sales of semiconductor-processing specialty gases decreased 

due to production adjustments in the LCD/semiconductor industries and 

the appreciation of the yen. Sales of acrylonitrile and industrial gases 

decreased due to the fall in shipment volumes.

 As a result, the Chemicals segment’s sales slipped 2.5%, to 

¥130,203 million (US$1,675 million). Operating income dropped 63.8%, 

to ¥2,035 million (US$26 million).

Electronics
Sales of HD media decreased due to the influence of the appreciation 

of the yen, notwithstanding the rise in shipment volumes. Sales of 

 compound semiconductors decreased due to the fall in selling prices. 

Meanwhile, sales of rare earth magnetic alloys increased due to higher 

selling prices, reflecting the soaring raw materials prices.

 As a result, the Electronics segment’s sales increased 11.5%, to 

¥165,011 million (US$2,123 million). Operating income jumped 

102.8%, to ¥30,242 million (US$389 million), due to the rise in ship-

ment volumes of HD media and the increase in selling prices, reflecting 

higher prices of rare earth raw materials.

Inorganics
Sales of graphite electrodes decreased due partly to the influence of the 

appreciation of the yen, despite the rise in shipment volumes. Sales of 

ceramics increased, centering on electronic material applications.

 As a result, the Inorganics segment’s sales slipped 0.5%, to ¥77,564 

million (US$998 million), and operating income decreased 4.4%, to 

¥9,640 million (US$124 million).

Net Sales by Segment Operating Income Quarterly Trends of Operating Income
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�� Petrochemicals �� Chemicals �� Electronics 
�� Inorganics �� Aluminum �� Others

Note: Regarding changes in the segmentation, see note 2 on page 24. 
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Net Income Total Assets
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Aluminum
Sales of rolled products were down due to the fall in shipment volumes 

of high-purity foils for capacitors. Sales of extrusions/specialty products 

decreased due to the fall in shipment volumes of aluminum cylinders for 

laser beam printers. Sales of automotive heat exchangers decreased due 

to production cuts in the automobile industry, reflecting the Great East 

Japan Earthquake and the floods in Thailand. Meanwhile, sales of 

Shotic™ forged products increased due to higher shipment volumes. 

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

 As a result, the Aluminum segment’s sales fell 4.5%, to ¥124,280 

million (US$1,599 million), and operating income dropped 27.3%, to 

¥6,212 million (US$80 million).

Others
Sales of lithium ion battery related materials increased due to higher vol-

umes of shipments for smartphone and automotive applications. Shoko 

Co., Ltd.’s sales were maintained at the previous year’s level. Meanwhile, 

sales from the engineering business decreased, reflecting the reduction 

in the scale of the business.

 As a result, the Others segment’s sales slipped 2.3%, to ¥150,583 

million (US$1,937 million), and operating income decreased 8.9%, to 

¥1,860 million (US$24 million).

Information by Geographic Area

Sales in Japan
Sales of olefins rose owing to higher shipment volumes and higher sell-

ing prices. Sales of acrylonitrile decreased due to the fall in shipment 

volumes. Sales of rare earth magnetic alloys increased due to the rise in 

selling prices, reflecting the soaring raw materials prices. Sales of ceram-

ics increased due to higher shipment volumes. Shipment volumes of 

automotive heat exchangers decreased due partly to the influence of the 

Great East Japan Earthquake. Sales of rolled products were down due to 

the fall in shipment volumes of high-purity foils for capacitors. Sales of 

LIB related materials increased due to the rise in shipment volumes.

 As a result, consolidated sales from operations in Japan increased 

10.2%, to ¥560,483 million (US$7,210 million).

Sales in Asia (Excluding Japan)
Sales of olefins were up as shipment volumes increased from the previ-

ous year, when we conducted the shutdown maintenance. Sales of HD 

media decreased due partly to the influence of the appreciation of the 

yen, notwithstanding the rise in shipment volumes for notebook PC and 

server applications. Sales of automotive heat exchangers in Thailand 

decreased due to lower shipment volumes, reflecting the floods in that 

country. As a result, sales from operations in Asia increased 1.9%, to 

¥243,387 million (US$3,131 million).

Sales in the Rest of the World
Sales of graphite electrodes in the United States decreased due to the 

influence of the appreciation of the yen, despite the rise in shipment vol-

umes. Sales of automotive heat exchangers in the United States and 

Europe decreased due to lower shipment volumes. Sales of chloroprene 

rubber in Europe increased due to higher shipment volumes. As a result, 

sales from operations in the rest of the world slightly increased 0.7%, to 

¥50,287 million (US$647 million).

Other Income (Expenses) and Net Income

The gap between interest expenses and interest and dividends income 

decreased ¥138 million, to expenses of ¥4,284 million (US$55 million), 

as a result of a decrease in interest-bearing debt. We recorded equity in 

earnings of unconsolidated subsidiaries and affiliates to which the equity 

method is applied in the amount of ¥1,050 million (US$14 million), down 

¥156 million, due to lower profit at affiliates in resin-related operations. 

The gain on the sales of investment securities, net, increased ¥149 mil-

lion, to ¥180 million (US$2 million). Foreign exchange losses decreased 

¥1,796 million, to ¥404 million (US$5 million).

 We recorded a loss of ¥1,399 million (US$18 million), net, on sales 

and retirement of noncurrent assets, a decrease of ¥1,733 million. 
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We also recorded a loss of ¥4,627 million (US$60 million) for the 

 impairment loss, an increase of ¥16 million, due partly to structural 

reform in the Electronics segment. Subsidy income decreased ¥3,536 

million, to ¥198 million (US$3 million), as there was no more receipt 

of a subsidy for the renovation of cracking furnaces at our ethylene 

plant. Relating to the Great East Japan Earthquake in March, we record-

ed a loss of ¥3,207 million (US$41 million). We also recorded a loss 

of ¥2,500 million (US$32 million), on contract cancellation compensa-

tion, an increase of ¥1,695 million. Overall, the total of other income 

(expenses) amounted to expenses of ¥21,281 million (US$274 million).

 As a result, the Company posted income before income taxes and 

minority interests of ¥26,076 million (US$335 million), up ¥6,300 million 

from the previous year. After income taxes, current, of ¥4,683 million 

(US$60 million), income taxes, deferred (as a result of disposition in 

2011 of deferred tax assets following the reduction in the legal effective 

tax rate) of ¥1,720 million (US$22 million), and minority interests in 

income of ¥2,692 million (US$35 million), the Company recorded net 

income of ¥16,980 million (US$218 million), up ¥4,274 million over the 

 previous year.

Financial Position

Total Assets
Total assets increased ¥16,819 million from the end of the previous year, 

to ¥941,303 million (US$12,108 million). Cash and deposits increased 

¥11,559 million, to ¥55,187 million (US$710 million), due to the curtail-

ment of capital investments amid the debt crisis in Europe. Inventories 

rose ¥23,057 million, to ¥123,715 million (US$1,591 million), reflecting 

the rise in the prices of rare earths and other raw materials. Net property, 

plant and equipment decreased ¥17,473 million, to ¥482,363 million 

(US$6,205 million), as the amount of capital investments was substan-

tially lower than that of depreciation expenses. Total investments and 

other assets decreased ¥226 million, to ¥109,609 million (US$1,410 

million), due to the decrease in long-term loans receivable.

Liabilities
Interest-bearing debt fell ¥3,727 million from the end of the previous 

year, to ¥347,308 million (US$4,468 million), as a result of continued 

debt reduction efforts. However, total liabilities increased ¥6,038 million, 

to ¥645,557 million (US$8,304 million), due partly to the rise in 

accounts payable.

Net Assets
Net assets increased ¥10,781 million, to ¥295,745 million (US$3,804 

million), due to the statement of net income for the current year.

Capital Expenditures
We made capital investments, including the expansion of HD media 

 production capacity. However, the total amount of capital expenditures 

decreased from 2010, when we conducted the renovation of naphtha 

cracking furnaces and the expansion of blue LED chip production capac-

ity. As a result, our capital expenditures in 2011 amounted to ¥38,794 

million (US$499 million), down ¥19,241 million.

Cash Flows
Net cash provided by operating activities increased ¥3,144 million, to 

¥69,437 million (US$893 million), due partly to an increase in operating 

income. Net cash used in investing activities decreased ¥10,402 million, 

to ¥38,672 million (US$497 million), due to the decrease in purchase 

of plant, property and equipment. Cash flows from financing activities 

ended up in net payment of ¥17,295 million (US$222 million), a 

decrease of ¥17,199 million in payment. Although we continued to 

repay interest-bearing debt, the amount of repayment was lower than 

that in 2010. As a result, cash and cash equivalents at the end of 

2011 increased ¥11,567 million, to ¥55,026 million (US$708 million).
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