
Introduction
I would like to express my sincere sympathy to all those who became infected with the novel coronavirus and those whose daily lives are 
badly affected by the coronavirus crisis. I would also pay my deepest respects to medical practitioners who are on the frontlines working to 
protect people’s health.

We will pursue  
sustainable growth as a 
“KOSEIHA Company,” 
without being afraid  
of facing changes

The market will change, customers will 
change, but the importance of technologies 
will never change
I like the words “change,” “make a change” and “evolution” and want 
to put these words into action in the management of our business.
 Chemical companies belong to the manufacturing industry,  
and what we manufacture as a chemical company changes 
according to the times. Our customers and market are also changing 
constantly. We provide corporate customers with the materials that 
are necessary for them to produce what they want to deliver at any 
given time, and for us to survive as a chemical company we 
 absolutely must have technological capabilities.
 The market is changing at a higher speed, market needs are 
becoming more complex, and the entire industry sometimes faces 
a decline while also witnessing the creation of a new market. Amid 
these changes, what chemical companies manufacture will change, 

but the roles to be played by these companies will never change.  
In this sustainable industry, if we have enough technological capa-
bilities, we can surely change ourselves in response to changes in 
the market.
 Then how should the Showa Denko Group change itself with a 
view to the future? An easy-to-understand answer to this question 
is this: It should transform itself into a chemical group that is not 
only good at “making” but also good at “mixing,” thereby enhancing 
its ability to make proposals to help customers solve their problems.
 “Making” here means to manufacture ammonia, ethylene and 
other chemical substances that can be clearly represented by 
chemical formulae. “Mixing” means to manufacture paints, cos-
metics and others that cannot be clearly represented by chemical 
formulae because they are made by mixing multiple materials.
 In recent years, it has been becoming more important to supply 
products that provide sufficient functions to meet the needs of 
individual customers, while there is still a market need for 
 chemicals with clear chemical formulae.

 The Showa Denko Group has a strength in that it can supply 
materials in a range of fields, including organic chemistry, alumi-
num and inorganic chemistry, and is good at “making.” However,  
in order to further evolve going forward, we need to keep a good 
balance between “making” and “mixing.”
 To this end, we made a decision to integrate Hitachi Chemical 
Co., Ltd. (“Hitachi Chemical”), as it conducts operations in a business 
area that is downstream to our business area and is good at “mixing.” 
At the end of April 2020, we thus made Hitachi Chemical a consoli-
dated subsidiary of Showa Denko K.K. through a tender offer. 
(Accordingly, Hitachi Chemical will change its corporate name to 
“Showa Denko Materials Co., Ltd.” in October 2020.)
 Through this business integration between the two companies, 
we will become able to do what we cannot do by “making” or 
“mixing” alone, that is, we will be able to make the substances to be 
mixed and then mix them to deliver functions and solutions that are 
useful for society.

Future corporate vision built on the  
integration of Hitachi Chemical:  
“Global top-level functional chemical 
manufacturer”
In order to fulfill our corporate mission, which is to satisfy all  
stakeholders, we uphold the vision “KOSEIHA Company.” This term 
refers to an aggregate of KOSEIHA Businesses*1 that can maintain 
high levels of profitability and stability.

*1  KOSEIHA Businesses specifically mean those that meet the following three conditions: 
operating margin ratio of 10% or more; operating income of billions of yen or more; 
and stable profitability tolerant to environmental change.

 To achieve this vision, we are making and implementing plans  
to develop KOSEIHA Businesses in each of our business segments. 
Moreover, through the integration of Hitachi Chemical, we have 
clarified our next corporate vision, which is to become a global 
top-level functional chemical manufacturer by expanding our 
operational scale based on KOSEIHA Businesses.
 We decided to integrate Hitachi Chemical for the following  
two main reasons.
 First, intensified competition triggered by the restructuring  
and integration of global manufacturers of materials. In Western 
countries, the Middle East and China, chemical giants are emerging 
and growing their presence in the world market and there is a risk 
that they might push Japanese companies, which are relatively small 
in size, into a corner. By integrating Hitachi Chemical, Showa Denko 
will have net sales exceeding ¥1 trillion and will be able to respond to 
environmental changes in an even more straightforward fashion.

 As for the second reason, we are facing changes in the  
industrial structure. Although manufacturers used to supply their 
products to end users in the supply chains for the automobile and 
electronic device markets, these products are now increasingly 
supplied to the markets through the Internet as “XaaS.”*2 Tech 
giants such as GAFA*3 are essentially service providers, although 
they also sell automobiles, smartphones and other hardware  
products. For these companies to further increase their service 
quality, they need semiconductors with higher performance. 
Accordingly, the semiconductor industry will continue to undergo 
great changes and make great progress. For tech companies, 
semiconductors are not “materials” but a “means” to improve  
their services, and they will unquestionably prefer more  
convenient semiconductors.
 By integrating Hitachi Chemical, Showa Denko will gain a wide 
range of semiconductor-related product technologies and be able 
to combine the technologies in various ways to provide GAFA and 
other tech companies with highly functional products and solutions 
as a single entity. We will also be able to generate synergies with 
Hitachi Chemical in other markets besides the semiconductor market.
 For successful integration, it is of utmost importance that the 
two companies are heading in the same direction. Showa Denko 
and Hitachi Chemical target the semiconductor, mobility, energy 
and other similar markets but have different product lineups. We 
can therefore increase our “immunity” through the integration and 
also extend our supply chain to deal with both materials and a 
range of functional products. The integration will help us expand 
our business size in terms of both breadth and depth.
 I believe that the integration of the two companies will enhance 
our ability to propose total solutions, covering from the material 
level to design and evaluation, and help us to become a “one-stop 
advanced materials partner.”

*2  XaaS stands for “X as a Service” and means to provide a range of resources through 
the Internet.

*3  GAFA stands for Google, Apple, Facebook and Amazon, which are U.S. companies that 
have dominated the IT industry.
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Contributing to a sustainable society
The Showa Denko Group commits to contributing to the  
achievement of the Sustainable Development Goals (SDGs) 
through its business operations in its CSR Policy, and we regard 
contribution to the SDGs as part of our corporate social responsi-
bility and the basis for our corporate activities in “The Top 2021.” 
As a chemical company that manufactures materials that do not 
exist in nature, the Group will take responsibility for safety and  
the environment in each life cycle stage of its products, from 
manufacture and use through to disposal.
 We will foster management that focuses on the environment, 
society and governance (ESG) and take advantage of the Showa 
Denko Group’s strength to offer products, technologies and services 
that contribute to a sustainable society, such as plastic chemical 
recycling and the supply of graphite electrodes to be used for the 
recycling of iron scrap.

Making progress without being  
afraid of changes
I very much want to make the Showa Denko Group a sustainable 
enterprise. Chemistry plays an indispensable role in helping 
people lead their daily lives, which makes the chemical industry a 
sustainable industry and enables us to flexibly make changes in 
response to changes in the market.
 We aim to become a KOSEIHA Company and then become a 
global top-level functional chemical manufacturer through the 
integration of Hitachi Chemical. We can be a first-class company 
by changing ourselves in the integration process to become a 
company that is always needed by society. Our market will change 
with the times and our customers will also change. We will 
 unrelentingly respond to these changes.
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Target for 2025 and beyond
We will integrate with Hitachi Chemical,
and climb higher mountain

One-stop advanced materials partner
Technology companies will become more directly involved in each level of the value chain in the future. SDK 
and Hitachi Chemical will fuse to acquire the ability to propose a consistent and total solution covering from 
the material level to design and evaluation

Securing a “sound present” while looking 
ahead for a “hopeful future”
A simple indicator of the value of a company is its stock price.  
By dividing a company’s stock price by its earnings per share (EPS), 
you can calculate the price-to-earnings ratio (PER). EPS represents 
the present status of the company and PER its future.
 We are supported by all our stakeholders, including  
shareholders, employees, customers, partner companies and 
society at large, and we need to pay them back, although satisfying 
all of them might be difficult. When you are asked to make an 
investment in someone, you will check what the person is doing 
now and what is his or her future vision. Then you might decide to 
invest in the person, expecting that he or she will make a certain 
achievement, judging from that person’s present status. This 
applies also to companies: Investors decide whether to invest in 
them in view of their present and future statuses.
 We can build relations of trust with our stakeholders when they 
think that Showa Denko has both a “sound present” and a “hopeful 
future.” We have so many things to consider but all we really have 
to do is secure our “sound present” and also look ahead for the 
future. By repeating a cycle of making investments for the future 
based on our “sound present” and then further enhancing our 
present status, we will continue to increase our corporate value.
 We are required to outline our future, show our roadmap for 
the future and explain how we will secure our “sound present.”  
We need to implement measures for both our present and future.
 In our new strategic plan (to be announced in December 2020), 
we will show the direction in which we will head as a company 
making a fresh start and describe our ideas about the related 
measures.

Medium-term business plan,  
“The TOP 2021”
In 2019, we launched our new medium-term business plan,  
“The TOP 2021,” to show the path that we will follow to create a 
“hopeful future” based on a “sound present.” However, the world 
economy was shaken harder than expected by the U.S.-China 
trade frictions and geographical risks and we found ourselves 
facing some very challenging business conditions. Meanwhile,  
in 2020, due to the impact of the novel coronavirus, we cannot 
expect the world economy to make a rapid recovery and we will 
thus continue to face difficulties. In such a situation, it is truly 
important for us to secure our “sound present.”
 First, we need to attain our current target of making Showa 
Denko an aggregate of KOSEIHA Businesses. To this end, we will 
assuredly implement the measures set under “The TOP 2021” in 
each of our business segments. We of course still have issues to 
solve but are heading in a desirable direction toward growth.
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