
Review of Operations

Petrochemicals

Consolidated Business Results (Millions of yen)

2012 2011 Difference Rate of 
change

Sales 190,939 250,396 -59,456 -23.7%

Operating income -977 3,484 -4,461 —

Outlook

Sales of olefins significantly decreased 

owing mainly to the influence of the trouble 

with the ethylene plant that occurred in the 

first half of 2012. Sales of organic chemicals 

Chemicals

Consolidated Business Results (Millions of yen)

2012 2011 Difference Rate of 
change

Sales 127,376 130,203 -2,827 -2.2%

Operating income -875 2,035 -2,911 —

Outlook

Sales of functional polymers, industrial 

gases, and electronic chemicals were main-

tained at the previous year’s level. Sales of 

basic chemicals decreased despite higher 

liquefied ammonia sales, as acrylonitrile 

sales declined due to the sluggish market 

and depressed demand for their main use as 

materials for acrylic fiber and acrylonitrile- 

butadiene-styrene (ABS) resins.

also decreased due to lower shipment vol-

umes of ethyl acetate, etc.

 As a result, the Petrochemicals segment’s 

sales decreased 23.7%, to ¥190,939 mil-

lion. The segment recorded an operating 

loss of ¥977 million (down ¥4,461 million).

Olefins

Ethylene production in Japan totaled 

6,146,000 tons in 2012, a decrease from 

6,690,000 tons in the preceding year, owing 

partly to the depressed domestic demand 

due to an economic slump, the decline of 

the export of ethylene’s derivatives due to 

the soft global market and unprofitable 

exports caused by the strong yen, and the 

increase in the import of ethylene’s deriva-

tives due to the strong yen. Showa Denko 

 As a result, the Chemicals segment’s 

sales slipped 2.2%, to ¥127,376 million. 

The segment recorded an operating loss of 

¥875 million (down ¥2,911 million).

Topics

In July 2012, SDK started using its wholly 

owned subsid iar y  Shanghai  Showa 

Electronics Materials Co., Ltd. (SSE), to 

strengthen its business in China related to 

high-purity gases for electronics. SSE pro-

duces and sells equipment for treating used 

high-purity gases resulting from the produc-

tion of semiconductors, etc. SSE will expand 

its operations in the future, covering produc-

tion, sales, and distribution of high-purity 

gases for the Chinese electronics industry.

 In July 2012, Union Showa K.K., a joint ven-

ture between SDK and UOP LLC, of the United 

States, announced that it successfully devel-

oped a new method of stable solidification of 

insoluble ferrocyanide widely used to remove 

radioactive cesium. Insoluble ferrocyanide 

(SDK)’s ethylene production in 2012 was 

463,000 tons, a decrease of 191,000 tons 

from 2011. Our olefin plant utilization rate in 

the second half of 2012 was about 90% on 

average due to production cuts that reflect-

ed the slackening supply-demand situation 

in the global market.

 As a result, sales of olefins slumped sig-

nificantly, and operating income from this 

business decreased.

Organic Chemicals

Sales of ethyl acetate decreased due to lower 

shipment volumes in response to the sluggish 

demand for solvents. Sales of vinyl acetate also 

decreased due to lower shipment volumes.

maintains high cesium-absorbing- volume 

capacity even in contaminated cooling 

water. However, insoluble ferrocyanide is 

easily decomposed by heat, resulting in the 

vaporization of cesium. Thus, an innovative 

method of heat solidification that allows sta-

ble containment of cesium had been sought. 

Union Showa, under the guidance of 

Professor Hitoshi Mimura of Tohoku 

University, succeeded in developing a new 

method of stable solidification by heat-treat-

ing a mixture of used ferrocyanide and zeo-

lite. Under the method, zeolite traps cesium 

vaporized by heat treatment, preventing the 

release of cesium into the air.

Molecular sieves (zeolites)
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Electronics

Consolidated Business Results (Millions of yen)

2012 2011 Difference Rate of 
change

Sales 163,306 165,011 -1,705 -1.0%

Operating income 32,311 30,242 2,069 6.8%

Outlook

Sales of hard disk (HD) media increased due 

to the contribution of the production capaci-

ty expansion carried out in the previous year. 

Sales of compound semiconductors 

increased slightly. Meanwhile, sales of rare 

earth magnetic alloys decreased significant-

ly due to the influence of inventory adjust-

ments in the rare earth magnet industry.

 As a result, the Electronics segment’s 

sales decreased 1.0%, to ¥163,306 million. 

However, operating income rose 6.8%, to 

¥32,311 million, reflecting increased ship-

ment volumes of HD media.

Hard Disks

In the first half of 2012, the supply-demand 

situation of HD media was tightened due to 

the smooth recovery of the hard disk drive 

(HDD) industry from the floods in Thailand in 

the previous year. The shipment volume of 

HD media, especially those of high density 

2.5-inch 500GB HD media, increased from 

the same period of the previous year as a 

result of the production capacity expansion 

carried out in the previous year.

 In the second half of 2012, the shipment 

volume of HD media was negatively affected 

by the reduction of production by HDD man-

ufacturers, reflecting the sluggish demand 

for PCs.

 As a result, HD media’s sales and operat-

ing income in 2012 increased due to higher 

shipment volumes.

Showa Denko HD Singapore Pte. Ltd.

Compound Semiconductors

Concerning compound semiconductors, 

sales increased slightly due to higher ship-

ment volumes for LCD backlight applications, 

notwithstanding the influence of production 

adjustments in the electric appliance indus-

try. As a result, the operating income of com-

pound semiconductors increased.

Topics

In December 2012, SDK transferred its busi-

ness in gallium-nitride (GaN)-based blue LED 

chips to its wholly owned subsidiary TS Opto 

Co., Ltd., through a company split, and trans-

ferred 70% of its shares in TS Opto to Toyoda 

Gosei Co., Ltd., thereby making TS Opto a 

joint venture between SDK and Toyoda Gosei. 

Through the joint venture, SDK will aim to 

achieve synergistic effects in R&D, improving 

brightness and production efficiency. In the 

LED business other than the GaN LED chips, 

SDK will continue its independent operations.

 SDK decided to provide Kawauchi Village, 

Fukushima Prefecture, with a new cultivation 

method for LED-based plant growth facilities 

for free. The village is building an LED-based 

plant growth facility, and is planning to start 

producing leaf lettuce and herbs by the end 

of the first half of 2013. SDK will continue to 

contribute toward ensuring a stable supply of 

safe food and promoting agriculture through 

the provision of LED chips that emit light with 

optimized wavelengths for plant growth and 

the innovative “Shigyo method” technology.

 In January 2013, SDK’s LED-based light-

ing system for plant growth facilities was 

awarded the Nikkei Business Daily Awards 

for Superiority in the 2012 Nikkei Superior 

Products and Service Awards.

Note:  SDK has developed the new cultivation method jointly 
with Professor Masayoshi Shigyo, Faculty of Agriculture, 
Yamaguchi University. Compared with conventional LED-
based plant growth facilities, the new method shortens 
shipment cycles and increases the amount of harvest 
through the irradiation of lights at optimized ratios for 
plant growth, using LED chips produced by SDK.

Cultivation of vegetables using 
LED light source

Kawauchi Village’s plant growth 
facility upon completion (Conceptu-
al drawing provided by the village)

Rare Earths

Sales of rare earth magnetic alloys decreased 

significantly due to a major reduction in the 

shipment volumes and price reductions, 

reflecting the inventory adjustments in the rare 

earth magnet industry on the rebound of the 

accelerated procurement of rare earth mag-

netic alloys as countermeasures against the 

strong appreciation of raw material prices in 

2011. As a result, the operating income of rare 

earth magnetic alloys decreased significantly.
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Review of Operations

Inorganics

Consolidated Business Results (Millions of yen)

2012 2011 Difference Rate of 
change

Sales 65,573 77,564 -11,991 -15.5%

Operating income 2,954 9,640 -6,687 -69.4%

Outlook

Although our U.S. subsidiary’s graphite elec-

trode sales increased due to higher selling 

prices, sales of graphite electrodes on a 

non-consolidated basis decreased due part-

ly to lower volumes of shipments to the 

Asian market. As a result, overall sales of 

graphite electrodes decreased. Sales of 

ceramics decreased as shipment volumes 

of cerium oxide for electronic material 

 applications fell sharply due to the slacken-

ing supply-demand situation.

Aluminum

Consolidated Business Results (Millions of yen)

2012 2011 Difference Rate of 
change

Sales 92,206 124,280 -32,074 -25.8%

Operating income 1,581 6,212 -4,630 -74.5%

 As a result, the Inorganics segment’s 

sales decreased 15.5%, to ¥65,573 million, 

and operating income decreased 69.4%, to 

¥2,954 million, due mainly to lower operat-

ing income of cerium oxide.

Ceramics

Concerning the Ceramics business, sales 

and operating income decreased due mainly 

to a major reduction in the shipment vol-

umes of cerium oxide, reflecting the prog-

ress in our customers’ efforts to reduce the 

consumption of cerium oxide as counter-

measures against the strong appreciation of 

its prices, which was caused by the sub-

stantial appreciation of raw materials prices 

in 2011.

Carbons

Concerning the graphite electrode business, 

although our U.S. subsidiary’s sales 

increased, sales on a non-consolidated 

basis decreased due to stagnant demand of 

the Asian electric furnace steel industry. 

As a result, the operating income of our 

Outlook

Sales of rolled products declined due to the 

fall in shipment volumes of high-purity foils 

for capacitors. Sales of extrusions/specialty 

products decreased due to the fall in ship-

ment volumes of aluminum cylinders for 

laser beam printers. Sales of heat exchang-

ers decreased significantly due to the trans-

fer of the automotive air-conditioner heat 

exchanger business to Keihin Corporation in 

January 2012. Sales of Shotic™ forged 

products and aluminum cans were main-

tained at the previous year’s level.

 As a result, the Aluminum segment’s sales 

fell 25.8%, to ¥92,206 million, and operating 

income fell 74.5%, to ¥1,581 million.

graphite electrode business was almost the 

same as that of the previous year, though 

the overall sales decreased.

Topics

In March 2013, SDK acquired 67% of shares 

in Sinosteel Sichuan Carbon Co., Ltd., a whol-

ly owned subsidiary of Sinosteel Corporation, 

of China, and made the company an SDK 

subsidiary. This is in accordance with SDK’s 

plan to expand operations in China and other 

Asian countries to supply graphite electrodes 

used in electric steel production. When 

Sichuan Carbon’s 22,000t/y plant is added to 

the existing facilities in Japan and the United 

States, the Showa Denko Group’s total graph-

ite electrode production capacity will reach 

127,000t/y. After capacity expansion in the 

United States, the Group’s total capacity will 

further increase to 157,000t/y in 2014. Thus, 

SDK will establish itself as a leading global 

supplier of graphite electrodes.

Rolled Products

Production of high-purity foils for capacitors 

decreased significantly due to severe inven-

tory adjustments in the aluminum electro-

lytic capacitor industry.

Topics

As part of our plan to expand the capacitor- 

grade, high-purity aluminum foil business, 

SDK is now expanding the production 

capacity of rolled foils at the Sakai Plant and 

constructing a plant in China to finish rolled 

foils. These measures will expand SDK’s 

production capacity of capacitor-grade, 

high-purity aluminum foils from currently 

2,000t/month to 3,000t/month in 2013. In 
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Others
Consolidated Business Results (Millions of yen)

2012 2011 Difference Rate of 
change

Sales 135,280 150,583 -15,303 -10.2%

Operating income 89 1,860 -1,772 -95.2%

Outlook

Sales of lithium-ion battery (LIB) materials 

decreased slightly due to lower shipment 

volumes for electric vehicle applications, 

March 2012, SDK held a groundbreaking 

ceremony for its subsidiary Showa Denko 

Aluminum (Nantong) Co., Ltd., at a site in 

Nantong, Jiangsu Province, China. The new 

plant in China, scheduled for start-up in the 

second half of 2013, will finish rolled foils 

supplied from SDK’s Sakai Plant, and supply 

final products to customers in China. 

Aluminum electrolytic capacitors are used 

widely in electric appliances and transport 

machinery. Demand for aluminum electro-

lytic capacitors in China is expected to grow, 

reflecting continued economic growth in that 

country. With the establishment of the new 

plant in China, SDK aims to meet the grow-

ing demand for capacitor-grade, high-purity 

aluminum foils in a timely manner.

Extrusions/Specialty Products

In the first half of 2012, demand for extru-

sions from the automotive industry was 

good. In the second half of 2012, however, 

extrusions recorded lower shipment volumes 

due to an economic slump. In addition, the 

shipment volumes of aluminum cylinders for 

laser beam printers decreased due to the 

inventory adjustments in the laser beam 

printer industry. As a result, sales and oper-

ating income of extrusions and specialty 

products decreased.

Shotic

SDK has been producing and selling casted/

forged aluminum products (trade name: 

Shotic™) on the world market, mainly for 

use in automotive parts. We maintained high 

shipment volumes in the Shotic business in 

2012. As a result, sales and operating 

income of the Shotic business were main-

tained at the previous year’s level.

Topics

SDK established an aluminum casting subsid-

iary Shotic Malaysia Sdn. Bhd. in the state of 

Johor, Malaysia. The new subsidiary will start 

commercial production by the end of 2014. In 

addition to an integrated aluminum casting/

forging facility at Kitakata, Japan, SDK is oper-

ating one plant each in Portugal and Singapore 

for producing forged aluminum parts. With the 

scheduled construction of the new casting 

plant in Malaysia, SDK aims to better meet 

growing demand in the Asian market. By 

securing casting capability at these two loca-

tions, SDK intends to ensure the security of 

supply. SDK will expand the Shotic business as 

a key component of its Aluminum segment.

Shotic™

Heat Exchangers

Sales of heat exchangers decreased signifi-

cantly due to the transfer of the automotive 

air-conditioner heat exchanger business to 

Keihin Corporation in January 2012. SDK 

will continue to focus its efforts in its heat 

exchanger business on expanding the sales 

of direct cooling devices for power control 

units in hybrid cars and heat exchangers for 

electrical and industrial machinery applica-

tions.

Aluminum Cans

The scale of the aluminum cans market for 

the domestic beverage industry as a whole 

was maintained at the previous year’s level. 

Shipment volumes of aluminum cans for the 

domestic beer industry have been decreas-

ing continuously. However, the market of 

nonalcoholic beer has been expanding very 

rapidly, and total sales of beer and beerlike 

beverages in 2012 were maintained at the 

previous year’s level. In addition, the ship-

ment volumes of aluminum cans for soft 

drinks increased. Reflecting these, SDK’s 

sales of aluminum cans slightly increased, 

and its operating income also slightly 

increased due to cost reductions.

notwithstanding higher shipment volumes 

for smartphone applications. Shoko Co., 

Ltd.’s sales decreased due partly to lower 

shipment volumes of metals.

 As a result, the Others segment’s sales 

fell 10.2%, to ¥135,280 million. Operating 

income fell 95.2%, to ¥89 million.
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