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Medium-Term Business Plan:  
“PEGASUS Phase II” (2014–2015)

Phase II Business Portfolio

Financial Goals and 
Assumptions

2014
Forecast

2013

(Billions of yen)

2015
Plan

Net Sales
Operating income
Net income

*2014 forecast was announced in Feb. 2014
*2015 ROA target is 5.0%

Notes:
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LEDs

LBP cylinders

ShoticTM

Rare earths

Petrochemicals

Inorganic functional materials

Basic chemicals/Industrial gases

SiC epi-wafer for 
power devices

Fuel cell 
catalysts

LIB materials

HD

GE

High-purity 
aluminum foil

Aluminum cans

Semiconductor-
processing 
high-purity gases

Functional 
chemicals

“ ”

During the Phase I period (2011–2013) of the five-year 

consolidated business plan “PEGASUS,” Showa Denko expanded 

its HD media production capacity and made capacity expansion 

and acquisition overseas in the area of graphite electrodes. 

The two businesses, classified in the Base (Growth) category, 

serve as “Wings” of “PEGASUS.” In the “Base (Stable)” category, 

meanwhile, we worked to improve profitability through 

structural reforms, including the sale of some businesses.

Now we are implementing our Phase II business plan for 

the 2014–2015 period, the latter part of “PEGASUS.” We have 

reviewed our business portfolio to expand the scale of our 

operations, adding a business category of “Growth.”  

We will strengthen the competitive power of the HD media 

and graphite electrode businesses, which will continue serving 

as “Wings,” so that we can speedily return to a growth track. 

Meanwhile, the newly established “Growth” category consists of 

four areas, including the high-purity aluminum foil business. In 

these four business areas, we have unique strengths in terms of 

technologies and materials, and expect to capture opportunities 

in the rapidly growing Asian market. We will preferentially 

allocate resources to these businesses during the Phase II period, 

accelerating their growth in overseas markets.

In the “New Growth” 

category, we expect that big 

markets will appear within 

several years for silicon carbide 

(SiC) epitaxial wafers for power 

devices, fuel cell catalysts, 

and lithium-ion battery (LIB) 

materials. We will develop such 

new businesses by promoting 

R&D and allocating resources, 

aiming to establish them as 

the next key businesses of ours.

In the “Base (Stable)” 

category, we are already 

implementing various reform measures in response to the 

changes in the business environment. We will accelerate 

their implementation to speedily improve profitability.

Post
“PEGASUS”

“PEGASUS” (2011–2015)

Phase I
(2011–2013)

Phase II
(2014–2015)



10 S 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 S H O W A  D E N K O  C O P O R A T I O N    A N N U A L  R E P O R T  2 0 1 3 11

Aluminum cans: 
Decided to acquire Hanacans in Vietnam

Chemical alumina: 
Shifting production site 
from Yokohama to Indonesia

High-purity aluminum foil: 
Established a new production 
site in Nantong, China

Four “Growth” businesses Other overseas operations

High-purity gases: 
Expanded capacities in 
China and South Korea

Functional chemicals: 
Considering expansions in the bulk molding 
compound (BMC) business for the automotive market

Graphite 
electrodes: 
Expanding capacity 
in the United States

Graphite electrodes:
Acquired a plant in

Sichuan, China

Shotic:
Building a new

plant in Malaysia

“PEGASUS Phase II” (2014–2015) (cont.)

“PEGASUS Phase II”

Strategic 
Priorities

1. Accelerating 
penetration into 
overseas markets

2. Improving 
profitability of 
“Base (Stable)” 
businesses

3. Reducing costs
4. M&A and alliance

Accelerating penetration into overseas markets
The Showa Denko Group will expand its operations overseas, aiming to strengthen its presence in 

the growing Asian market. In particular, we will expand the scale of the four “Growth” businesses, 

aiming to increase our operating income by ¥9 billion in 2015 as a result of overseas expansions.

M&A and alliance
To catch opportunities for new businesses and expand existing operations, we will continue pursuing 

M&A and alliance. We decided to acquire Hanacans, an aluminum can manufacturer in Vietnam. 

The company already has modern production facilities and a solid customer base involving local beer 

manufactures. We will aim to expand sales by introducing our advanced can-manufacturing and 

printing technologies into Hanacans.

Aluminum cans
As a pioneer in this area, the Group has established a 

strong presence in the Japanese market. To penetrate 

into the growing Asian market based on its high 

productivity and advanced printing technology, the 

Group decided to acquire Hanacans of Vietnam. The 

volume of beer production in Vietnam is growing 

in line with the economic growth in that country, 

and is expected to surpass that of Japan in several 

years’ time. We will meet the growing demand for 

aluminum cans and steadily increase our market 

share in Vietnam.

High-purity gases
We have expanded our business 

in semiconductor-processing 

high-purity gases to meet 

growing demand from LCD and 

semiconductor manufacturers. 

Specifically, we have strengthened 

our operation sites in South 

Korea, Taiwan, and China, which 

represent the center for the world’s 

semiconductor production. Taking advantage of our strengths 

in the area of ammonia, hydrogen bromide, nitrous oxide, and 

chlorine, we will accelerate our expansion in the Asian market.

High-purity aluminum foil
We started up a new plant in China in November 

2013. Furthermore, we expanded our capacity at 

the “mother plant” in Sakai, Japan, in March 2014. 

High-purity aluminum foil is a major material 

for electrolytic capacitors, which are used in wide 

areas such as electric appliances (LCD TVs and air 

conditioners), IT devices (PCs), electric vehicles, and 

new energy (wind and solar power). We are providing 

capacitor-grade high-purity aluminum foil to many 

customers inside and outside Japan, fully utilizing 

our position as a leading company with a proprietary 

process technology for refining aluminum metal. 

Functional chemicals
Demand for BMCs is growing 

in China and ASEAN countries 

for use in various automotive 

parts, reflecting increased car 

production there. Demand 

is also growing for our vinyl 

ester and emulsions for use 

in homes and plant facilities. 

To meet growing demand 

in the Asian market, we will 

consider the possibility of expanding our production capacity 

in China and Thailand during the Phase II period.

“PEGASUS Phase II”

Explanations of the  
four “Growth”  

businesses

BMC-based automotive lamp reflector

NH3 production facilities at 
Taiwan Showa Chemicals 
Manufacturing Co., Ltd.

High-purity aluminum foils 
for electrolytic capacitors

Improving profitability of “Base (Stable)” businesses
We are taking measures to improve the  

profitability of domestic operations in the  

“Base (Stable)” category, aiming to increase  

our operating income in this category by  

¥11 billion in 2015.

Measures being taken:
— Develop advanced technologies and  

high-quality products

— Develop new demand and market

— Consolidate operation sites

— Improve profitability through renewal  
of production facilities

— Utilize electric power resources

Tasks for respective segments:
Petrochemicals:  
Strengthen the competitive power  
of derivatives at Oita Complex
We will change the ethyl acetate 
manufacturing process, and launch 
the butadiene business based on an 
innovative technology.  

Electronics:  
Reduce raw material costs in the  
rare earth magnetic alloy business
We will increase the production of 
recycled materials at our subsidiary  
in Vietnam.

Chemicals:  
Expand the processing capacity of 
plastic recycling plant at Kawasaki
We will increase the share of lower-cost 
hydrogen for ammonia production, 
thereby strengthening the competitive 
power of our ammonia business.

Inorganics:  
Shift chemical alumina  
production site
By shifting the production site from 
Yokohama to Indonesia, we will reduce 
costs for our chemical alumina business.

Reducing costs
In the two-year period of Phase II, we 

will reduce costs by ¥20 billion. The 

figure will be composed of ¥13 billion 

reductions from strategic measures 

and ¥7 billion reductions from regular 

measures. The strategic measures will 

include the following:

2014–15

¥20 billion
(vs. 2013)

Regular cost reductions

Strategic cost reductions:

—Improvement of the yield of HD 
media production (Electronics)

—Chemical alumina production in 
Indonesia (Inorganics) 

—Shift of ethyl acetate manufacturing 
process, and diversification of raw 
materials at the Oita Complex 
(Petrochemicals)

—Shift of raw material source for 
ammonia production (Chemicals)

—Reductions in distribution costs 
(for all segments)
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“PEGASUS Phase II” (2014–2015) (cont.)

HD
To ensure that the HD media business can continue serving as a “Wing” of “PEGASUS,” 

we will aim to achieve the following strategic goals during the Phase II period:

a. Expand business in HD media for server applications

b. Fully use our advantage as an integrated manufacturer of aluminum substrates and 
media (high performance and efficiency)

c. Continue providing high-capacity media and promote our “Best in Class” strategy; 
Make preparations for commercial production of HD media based on shingled write 
magnetic recording (SMR) and thermal assist magnetic recording (TAMR) technologies.

d. Fully utilize our production capacity

e. Pursue higher production efficiency

HDD demand is expected to dip for the time being due to the shift of applications 

from PCs to servers. As for applications in nearline servers for cloud computing, 

however, demand for 

HD media will continue 

growing 3–4% a year 

due to a higher D/D 

ratio (the number of 

disks per drive) for such 

applications.

GE
As another “Wing” of “PEGASUS,” the graphite electrode 

business will be strengthened during the Phase II period. 

Thus, the business will regain its strength and contribute 

to the Group’s growth in the Post-PEGASUS period.

Graphite electrodes are used for melting scrap iron in electric arc furnaces for 

steel production. The business was affected in 2013 by the slackening supply-

demand situation, which resulted from overproduction of steel in Asia. Following 

the recovery of the world economy, however, demand for electric steel will grow 

3–5% a year.

Showa Denko Carbon, Inc. (SDKC)

Shotic
We will expand our operations in 

Asia in the area of ShoticTM aluminum 

forged products, which contribute to 

the production of lighter cars. Our new 

subsidiary, Shotic Malaysia Sdn. Bhd., 

will start volume production at its new 

aluminum casting plant by the end 

of 2014. In addition to an integrated 

aluminum casting/forging facility 

at Kitakata, Japan, we are operating 

forging plants overseas, in Portugal and 

in Singapore. We are selling ShoticTM 

products from these plants on a global 

scale, mainly for automotive parts 

applications. With the construction of 

the new casting plant in Malaysia, we 

will strengthen our supply system to 

better serve the growing Asian market.

Chemical alumina
We are in the process of moving our 

chemical alumina production from 

Yokohama to Indonesia, where raw 

material bauxite is produced. Chemical 

alumina is used in a wide variety of 

industrial applications, including water 

treatment, refractories, abrasives, 

construction materials, IC packages, 

and LCD glass. We will transfer 

our chemical alumina production 

technology, accumulated over many 

years at Yokohama, to the new plant 

in Indonesia.  While strengthening our 

earning power through cost reductions, 

we will increase our supply of chemical 

alumina to the growing markets in 

Indonesia and other ASEAN countries. 

“PEGASUS Phase II”

HD, GE and 
other overseas 

operations

We are expanding the production 

capacity at our U.S. subsidiary to serve 

the growing market in North and South 

America. The new capacity will start up 

in the second half of 2014. SDKC will 

serve as an efficient production base for 

the American and European markets. 

Showa Denko Sichuan Carbon Inc.
We acquired a graphite electrode 

manufacturing company in China, and 

made it our consolidated subsidiary in 

March 2013. We will utilize this site to serve 

the Chinese market, which is expected to 

grow in coming years. In Japan, we will make 

utmost efforts to improve the production 

efficiency at the Omachi Plant, which will 

mainly serve the markets in Japan and Asia.

Growing HD Media Demand (SDK estimates)

2012 2013 2014 2015 2016 2017
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