
Financial Strategy to Create an Aggregate  
of KOSEIHA Businesses

Speeding up the process to become a global top-level  
functional chemical manufacturer through the integration  
of Hitachi Chemical
Showa Denko aims to become a KOSEIHA Company in its medium-term 
business plan, “The TOP 2021.” In order to further increase its corporate 
value in response to changes in the market environment, Showa Denko 
announced in December 2019 that it would acquire the shares of Hitachi 
Chemical through a tender offer. Subsequently, it completed the offer  
and made Hitachi Chemical a consolidated subsidiary in April 2020. The 
integration of the two companies means the birth of one of the largest 
functional chemical manufacturers in Japan. As such, we will pursue 
further growth and open a new chapter of history together.
 We decided to acquire the shares for the following reason. Showa 
Denko has been faced with dramatic changes in the business environment, 
as represented by the collapse of the tiers of conventional value chains due 
to the emergence of GAFA and other tech companies, intensification of 
competition caused by the restructuring and integration of global materials 
manufacturers, and the need to meet social challenges such as the 
reduction of greenhouse gas emissions. For Showa Denko to survive in 
these conditions and win as a global top-level functional chemical manu-
facturer, we deem it necessary for the Company to become able to provide 
more advanced product functions and offer solutions beyond the provision 
of materials and components. To this end, we need to combine a wide 
range of materials and technologies and we therefore decided to acquire 
Hitachi Chemical.
 Both companies have advantages in the electronics and transportation 
domains and they each have an affinity with the other, and we can extend 
our value chain by connecting the upstream and downstream areas 
through the integration. Moreover, we can add the life science domain, in 
which Hitachi Chemical has been proactively doing business, to our  
business domains to become a global top-level functional chemical man-
ufacturer. We will continue to reform our business models to provide 
customers with solutions that go beyond their expectations, anticipating 
changes in the customer market and social structure.
 In 2020, due to the novel coronavirus, economic activity has been stag-
nant across the world and we are in an extremely challenging business 
environment. However, driven by the rapid progress of telecommuting, 
online business activities and digitization, the electronics-related market, 
which the Showa Denko Group targets, is sure to expand.

Financial policy regarding the integration of Hitachi Chemical

We raised the funding for the tender offer not by equity financing 
but through the subscription of preferred shares and lending by 
financial institutions, in consideration of the need to avoid the 
dilution of shares, which would cause a decrease in our capital 
efficiency, and to maintain our financial soundness.
 We adopted this fundraising method aiming to have a net debt/
equity ratio of approx. 1.0 on a medium-term basis, although our 
financial leverage would temporarily increase immediately after 
acquiring the shares of Hitachi Chemical. As for preferred shares, 
we received equity credit from a ratings agency for a certain 
portion of the capital raised, thereby maintaining an “A” credit 
rating even after acquiring the shares.
 Under this financial policy, we deem it very important to 
generate cash by speedily implementing measures to improve our 
financial structure. On the other hand, we will also proactively 
make investments for sustainable corporate growth from a long-
term viewpoint.

Measures to improve the financial structure
Prompt generation of cost synergy
We expect that indirect expenses, the cost of procuring materials 
and others will decrease by the integration of the two companies 
and aim to achieve a cost reduction of ¥20 billion or more on a 
yearly basis in about three years from now.

Steady restructuring and review of the business portfolio
We will conduct examinations for the speedy restructuring and 
review of our business portfolio through the steering committee 
composed of the top executives of the two companies.

Prompt implementation of measures other than those  
to generate cost synergy
In order to decrease the debt as early as possible, we will con-
sider the bold and large-scale sale of our businesses and shares 
owned by the Company, and will promote further cost reduction, 
strict selection and reduction of equipment investment, and 
reduction of operating capital. We will proactively implement all 
possible measures to increase our profitability.

 Toward the full integration of the two companies, we will 
steadily implement necessary measures by setting the mile-
stones for management and for business and staff operations. 
Specifically, we are conducting examinations to decide on the 
vision, business portfolio, financial targets, equipment investment 
policy, return of profit to shareholders, and management KPIs of 
the new company to be established through the integration. We 
will explain these at the business briefing session to be held in 
December 2020.
 By the middle of 2021, we plan to show to stakeholders how  
the two companies have been practically integrated toward their 
full integration.
 We will work tirelessly to make Showa Denko a KOSEIHA 
Company that can achieve an operating margin ratio of 10% or 
more, as targeted in “The TOP 2021.”
 We regard the return of profit to shareholders as a management 
priority. As the impact of the novel coronavirus is expanding, we are 
facing more uncertainties in the business environment. However, 
we will continue to have constructive dialogues with investors and 
shareholders and increase our corporate value as a “social con-
tribution company,” so that we can satisfy all our stakeholders.
 We would ask for your continued support of the Showa  
Denko Group.

Funds to satisfy all stakeholders
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