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Message from the Management

In 2013, the Japanese economy recovered gradually as consumer 
spending and corporate earnings improved due to higher share prices 
and the easing of the yen’s appreciation, reflecting the government’s 
monetary relaxation policy and increased public spending. However, 
despite continuous gradual recovery of the U.S. economy based on steady 
private-sector demand and signs of recovery in the European economy, 
the uncertainty in the world economy grew, reflecting slower economic 
growth in China and a slowdown in emerging economies, including India 
and ASEAN countries. In the first half of the year, production activities 
of the Japanese manufacturing industry were in a depressed state. 
After the middle of the year, however, production activities gradually 
recovered due partly to the influence of the lower yen.  

Dividends of ¥3.00 per share were paid to shareholders 

on record at the end of December 2013. We made capital 

investments to ensure future growth, expanding the capacity 

for producing graphite electrodes in the United States and 

establishing a new production site for high-purity aluminum  

foil in China. As a result, our capital expenditures in 2013 

amounted to ¥44,370 million, up ¥1,868 million.

The outstanding balance of interest-bearing debt as of the 

end of 2013 rose ¥11,425 million from the end of the previous 

year, to ¥353,686 million, due partly to the consolidation of 

Showa Denko Sichuan Carbon Inc. Meanwhile, the D/E ratio 

improved, to 1.02.

Segment Performances
A breakdown of net sales and operating income by segment  

is as follows:

In the Petrochemicals segment, sales increased 50.2%, to 

¥286,732 million. Sales of olefins increased due to higher 

shipment volumes, reflecting the disappearance of the influence 

of ethylene plant trouble in the previous year, as well as higher 

selling prices, reflecting the rise in naphtha prices. Sales of 

organic chemicals were up due to higher shipment volumes of 

vinyl acetate and allyl alcohol. The segment recorded operating 

income of ¥4,398 million (an improvement of  

¥5,374 million). 

The petrochemicals industry was affected by lower demand in 

China in the first half of the year.  However, after the middle 

of the year, production of petrochemicals gradually recovered.  

In the electronic parts/materials industry, production of 

components for smartphone applications increased, but severe 

production adjustments continued for PC-related components.

Under these circumstances, the Showa Denko Group 

announced in December 2013 “PEGASUS Phase II,” which covers 

the latter part (2014–2015) of the five-year consolidated business 

plan “PEGASUS.” To strengthen its presence on the global market 

as an individualized chemical company, the Group is promoting 

its growth strategies in which the hard disk (HD) media and 

graphite electrode businesses serve as its “Wings.” Furthermore, 

the Group has decided to accelerate business expansions in  

the growing Asian market in the areas of aluminum cans,  

high-purity aluminum foil, semiconductor-processing high-

purity gases, and functional chemicals, positioning them as 

“Growth” businesses (See pages 10–11).    

The Group recorded consolidated net sales of ¥848,071 million 

in 2013, up 14.6% from the previous year, due mainly to higher 

sales in the Petrochemicals segment. However, operating income 

decreased 7.7%, to ¥25,953 million. While the Petrochemicals, 

Aluminum, and Chemicals segments recorded higher operating 

income due mainly to higher shipment volumes, operating 

income in the Electronics and Inorganics segments decreased 

due mainly to lower shipment volumes. Net income fell 3.2%,  

to ¥9,065 million.



5S H O W A  D E N K O  K . K .    A N N U A L  R E P O R T  2 0 1 3

C
o

rp
o

rate Strateg
ies

Research
 an

d
 D

evelo
p

m
en

t
Su

stain
ab

le G
ro

w
th

“PEG
A

SU
S Ph

ase II”
Review

 o
f O

p
eratio

n
s

Fin
an

cial D
ata

C
o

rp
o

rate D
ata

Hideo Ichikawa
President and CEO

Kyohei Takahashi
Chairman of the Board

In the Chemicals segment, sales increased 2.6%, to 

¥130,656 million. Sales of acrylonitrile were up due to gradual 

improvement in market prices. Sales of chloroprene rubber 

increased due to higher export volumes. As a result, overall  

sales of basic chemicals increased. Sales of industrial gases 

decreased due to lower shipment volumes of hydrogen and 

others. Sales of electronic chemicals increased due to higher 

export volumes. Sales of functional chemicals slightly increased. 

The segment recorded operating income of ¥2,559 million (up 

¥3,434 million), due mainly to the improvement in the  

basic chemicals business.

In the Electronics segment, sales decreased 16.4%, to 

¥136,548 million. Sales of HD media decreased due to lower 

shipment volumes, reflecting the HDD industry’s production/

inventory adjustments owing to lower PC demand. In the 

business area of electronics materials, sales of rare earth 

magnetic alloys decreased due to the influence of the magnet 

industry’s severe inventory adjustments, which hit bottom in 

the first quarter of the year. Sales of compound semiconductors 

also decreased, reflecting the non-consolidation of the gallium-

nitride LED business as a result of its structural reform carried 

out in the previous year. Operating income decreased 32.1%,  

to ¥21,940 million.
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Message from the Management (cont.)

In the Inorganics segment, sales rose 0.5%, to ¥65,919 million.  

Sales of graphite electrodes decreased due to lower shipment 

volumes, reflecting the influence of stagnant steel demand 

in Europe and overproduction by the Chinese steel industry. 

Sales of ceramics increased due to higher shipment volumes 

for electronic materials applications. The segment recorded an 

operating loss of ¥838 million (down ¥3,792 million), due mainly 

to the decrease in shipment volumes of graphite electrodes.

In the Aluminum segment, sales fell 2.0%, to ¥90,383 million, 

reflecting the transfer of Showa Denko Aluminum Trading K.K. 

to the Others segment. Sales of rolled products increased due 

to higher shipment volumes of high-purity foil for capacitors, 

as the capacitor industry’s inventory adjustments ended in 

the first quarter, and demand recovered thereafter. Sales of 

aluminum specialty components increased due mainly to 

higher shipment volumes of ShoticTM forged products, reflecting 

brisk car production at overseas sites. Sales of aluminum cans 

were maintained at the level of the previous year. Operating 

income increased 269.6%, to ¥5,845 million, due partly to higher 

shipment volumes of rolled products.

In the Others segment, sales increased 30.5%, to ¥176,516 

million. Sales of lithium ion battery (LIB) materials increased 

due to higher shipment volumes for smartphone and tablet PC 

applications. Shoko Co., Ltd.’s sales increased, reflecting higher 

sales in overseas businesses. Consolidation of Shoko (Shanghai) 

Co., Ltd. contributed to higher sales in this segment. The segment 

recorded an operating loss of ¥626 million (down ¥715 million) 

due partly to the increase in fixed costs pertaining to the LIB 

materials business.

Working to Accomplish “PEGASUS Phase II”
The Group is now implementing its “PEGASUS Phase II” business 

plan for the 2014-2015 period, the latter part of the five-year 

plan “PEGASUS.” In the business portfolio we aim to realize, we 

classify businesses into four categories: “Base (Growth),” “Growth,” 

“Base (Stable),” and “New Growth.” Our businesses classified 

in the new category of “Growth” are globally competitive, 

with unique strength in terms of materials and technologies. 

Furthermore, these businesses are already conducted inside and 

outside Japan, and expected to capture opportunities in the 

rapidly growing ASEAN market. We will preferentially allocate 

resources to these businesses during the “PEGASUS Phase II” 

period, accelerating their growth in terms of both sales 

and profit.

a) “Base (Growth)” businesses

HD media and graphite electrodes are positioned as the main 

businesses. We will improve their profitability by increasing 

their competitive power on a global scale and reducing costs. 

The two businesses will serve as major contributors to our profit 

and cash flows.

b) “Growth” businesses

We have newly classified the businesses in aluminum cans,  

high-purity aluminum foil, semiconductor-processing high-

purity gases, and functional chemicals as “Growth” businesses. 

We will preferentially allocate resources to these businesses, 

aiming to expand them mainly in the growing Asian market.

c) “New Growth” businesses

We will aim to quickly establish such new businesses as  

LIB materials and silicon carbide (SiC) epitaxial wafers for  

power devices.

d) “Base (Stable)” businesses

In this business category, which includes petrochemicals and 

basic chemicals, we will take aggressive measures to boost their 

cost competitiveness, aiming to improve their profitability.

e) Overseas business strategy

We will expand operations in growing markets, centering 

on Asia. In addition to the HD media and graphite electrode 

businesses, we will further expand our overseas operations 

by establishing new sites and expanding existing sites in such 

business areas as aluminum cans (“Growth”) and chemical 

alumina (“Base (Stable)”).
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While we are experiencing drastic changes in our business 

environment and in the industrial structure of Japan itself, 

we will speedily and steadily carry out the strategic measures 

under “PEGASUS Phase II” so as to significantly improve the 

profitability of respective businesses. We will expand the scale of 

our operations overseas, centering on the rapidly growing ASEAN 

market, and seize the opportunity of increasing profit. At the 

same time, we will aggressively take measures to improve the 

profitability of domestic operations, aiming to speedily realize 

good results.

Measures Implemented or Decided in 2013
1. Starting commercial production of 2.5-inch 670 GB HD media 

We started commercial production of 2.5-inch HD media with 

storage capacity of 670 gigabytes per disk, using the seventh-

generation perpendicular magnetic recording (PMR) technology. 

The product represented the world’s highest storage capacity for 

this size available on the market. While the sixth-generation PMR 

media (500 gigabytes per disk) are now the main product, we 

will take the lead in commercializing higher-capacity media  

with the launch of the seventh-generation media.

2. Acquiring an aluminum can maker in Vietnam

We decided to acquire Rexam-Hanacans Joint Stock Company 

(Hanacans), an aluminum can manufacturer in Vietnam. While 

the Japanese market for beer/beverage cans has matured with 

no prospect of major growth, the emerging markets in China and 

Southeast Asia are expected to grow at high rates. In particular, 

Vietnam has the highest beer consumption in Southeast Asia, 

and that consumption is expected to grow rapidly. In addition to 

its solid customer base, Hanacans will introduce our production 

technology and process control know-how to further strengthen 

its competitive power in the Vietnamese market.

3. Completing a high-purity aluminum foil plant in China

In November 2013, our subsidiary Showa Denko Aluminum 

(Nantong) Co., Ltd. began commercial production of high-

purity aluminum foil for electrolytic capacitors at its newly 

completed plant in Nantong City, Jiangsu Province, China. 

Aluminum electrolytic capacitors are used in wide areas, 

including electric applications, IT devices, electric vehicles, 

hybrid cars, and equipment for wind/solar power generation. 

We are operating our Sakai Plant, in Osaka Prefecture, as an 

integrated high-purity aluminum foil production site, covering 

all stages from refinement of aluminum metal to rolling and 

finishing. The new plant in Nantong City processes rolled foil 

supplied from the Sakai Plant into finished product, providing 

high-purity aluminum foil to customers in all parts of China in a 

timely manner. The Showa Denko Group will aim to expand the 

business in Japan and the Asian market, centering on China, by 

ensuring stable supply of high-quality, high-purity aluminum 

foil from its production sites in Sakai and Nantong.
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4. Increasing LIB packaging material production capacity

We are expanding our LIB-packaging aluminum laminated film 

production capacity step by step to meet the rapidly growing 

demand. As a result, our production capacity will be increased 

by three times by the end of 2014. Compared with metallic LIBs 

(such as cylindrical type), aluminum-laminated-film-based 

pouch-type LIBs used in smartphones and tablet PCs provide 

such advantages as higher flexibility in molding, lighter weight, 

and better heat dissipation. Thus, the share of the pouch type 

will continue to rise.  

5. Launching six-inch SiC epitaxial wafers for power devices

We began commercial shipments of SiC epitaxial wafers with a 

diameter of six inches—the largest size currently available on 

the world market—for use in power devices. As the commercial 

production of six-inch SiC epitaxial wafers will help reduce 

power-device production costs, SiC power devices are expected 

to be increasingly used in electric vehicles, in addition to 

existing applications such as power sources of servers for data 

centers and subway railcars. We also started selling a new grade 

of four-inch SiC epitaxial wafers with fewer crystal defects and 

higher uniformity. Following the expansion of product lines, 

Message from the Management (cont.)

Showa Denko Sichuan Carbon Inc. newly consolidated

LIB-packaging aluminum laminated film production line

Showa Denko Carbon, Inc. expanding production capacity

we will continue our efforts to improve quality and increase 

production capacity.  

The Group will continue 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, thereby contributing to the protection of the global 

environment. Utilizing our proprietary technical advantages,  

we will provide components, materials, and solutions in the 

areas of advanced technologies so that we can contribute  

toward creating a society where affluence and sustainability  

are harmonized. Thus, we will aim to increase our corporate 

value and promote the common interests of our shareholders.

The world’s market structure is undergoing big changes.  

The Showa Denko Group will aggressively strengthen its 

overseas presence, centering on the growing Asian market, and 

provide high-performance products and advanced technologies 

required by the market, thereby continuing to meet customer 

expectations and social needs. 

We look forward to the continued support from our fellow 

shareholders and all other stakeholders.

March 27, 2014

Kyohei Takahashi
Chairman of the Board

Hideo Ichikawa
President and CEO




