
Consolidated Financial Statements
  For the first quarter ended March 31, 2006

Consolidated Financial Results

(\ in millions, US$ in thousands, except for net income per share)

Results for the first quarter ( Jan. 1 - Mar. 31 )

2006 2005 Increase 2006

\ \ % $

  Net sales 205,407 190,245 8.0 1,748,595

  Operating income 15,412 12,492 23.4 131,203

  Ordinary income 12,821 10,366 23.7 109,143

  Net income 7,869 13,130 (40.1) 66,987

  Net income per share: Basic 6.89 11.49 - 0.059

  Net income per share: Diluted 6.46 10.60 - 0.055

(\ in millions, US$ in thousands, except for stockholders' equity per share)

Mar. 31, 2006 Mar. 31, 2005 Mar. 31, 2006

\ \ $

 Total assets 972,503 939,670 8,278,735

 Stockholders' equity 195,439 189,844 1,663,739

 Stockholders' equity per share 171.01 166.17 1.46

% %

 Stockholders' equity ratio 20.1 20.2

  Notes
　1) Simple calculation methods are adopted with regard to several items, including income taxes.
  2) Change in accounting policies : not applicable
　3) One company has been included to consolidation.
　4) The figures in the Consolidated Financial Statements are unaudited.
　5) The U.S. dollar is valued at \117.47 throughout this statement for convenience only.

We expect the consolidated performance for fiscal 2006 will be basically in line with the forecast we announced on 
February 9, 2006.  Thus, we see no need to change our half-year and full-year forecast.

※The above forecast is based on the information available at this point of time.  Actual results may differ materially
due to a variety of reasons, including such economic factors as fluctuations in foreign currency exchange rates as 
well as market supply and demand conditions.

SHOWA DENKO K.K.
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Ⅲ. Business Results and Financial Conditions 
 
1. Review of Operations 
 
Showa Denko K.K. and its Group companies started implementing the new 
medium-term consolidated business plan, the Passion Project, with the aim of 
establishing the groundwork for long-term sustainable growth. 
 
In the first quarter of 2006 (January 1 - March 31), the Company recorded a 23.4% 
increase in operating income over the first quarter of 2005, to ¥15,412 million, on net 
sales up 8.0%, to ¥205,407 million.  Ordinary income increased 23.7%, to ¥12,821 
million.   Meanwhile, net income of the quarter fell 40.1%, to ¥7,869 million, as 
there was a substantial amount of extraordinary profit in last year’s first quarter due 
to the sale of shares in SDS Biotech K.K.  A breakdown of net sales and operating 
income by segment in the first quarter is as follows: 
 
In the Petrochemicals segment, sales rose 5.9%, to ¥70,638 million, but operating 
income fell 44.3%, to ¥2,928 million.   As a result of the maintenance shutdown of 
the ethylene plant, which is conducted once in every four years, the shipment 
volumes of olefins decreased.  Nevertheless, sales of olefins and organic 
chemicals were up due to higher selling prices, reflecting a rise in the raw material 
costs.  Sales of plastics by Showa Highpolymer Co., Ltd., increased slightly due to 
a rise in the selling prices. 
 
In the Chemicals segment, sales fell 8.5%, to ¥17,938 million.  Operating income 
dropped 23.1%, to ¥1,021 million, due partly to the sale of SDS Biotech K.K., an 
agrochemicals subsidiary, in the first half of 2005.  Sales of acrylonitrile and 
ammonia were up due to the rise in selling prices.  Sales of commodity industrial 
gases, such as oxygen, nitrogen and hydrogen, were maintained at the year-earlier 
level.  Sales of specialty chemicals increased slightly due to higher shipment 
volumes of amino acids and Shoprene polychloroprene synthetic rubber.  Sales of 
agrochemicals fell sharply as a result of the sale of SDS Biotech. 
 
In the Electronics segment, sales increased 30.2%, to ¥38,791 million, and 
operating income jumped 127.0%, to ¥8,021 million.  Sales of hard disk (HD) media 
increased, reflecting continued brisk demand and start-up of part of the new facilities.  
Sales of compound semiconductors were maintained at the year-earlier level.  
However, sales of rare earth magnetic alloys fell, reflecting the customer industry’s 
inventory adjustments.  Sales of specialty gases for semiconductor processing 
were up due to higher shipment volumes. 
 
In the Inorganics segment, sales increased 16.9%, to ¥16,813 million and operating 
income climbed 64.2%, to ¥3,218 million.  Sales of ceramics and graphite 
electrodes increased due to steady demand. 
  
In the Aluminum segment, sales rose 2.4%, to ¥61,228 million, but operating income 
fell 46.9%, to ¥1,066 million, reflecting the soaring aluminum ingot prices.  Sales of 
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Shotic forgings rose due to increases in shipment volumes.  Sales of heat 
exchangers also rose due to slight recovery in shipment volumes of automotive heat 
exchangers at home and abroad.  Meanwhile, sales of rolled products and 
extrusions/specialty products fell slightly as a result of lower shipment volumes.  
Sales of aluminum cans also fell. 
 
2. Financial conditions for the January 1 - March 31, 2006 period (as compared with 
the conditions at December 31, 2005) 
 
Total assets at the end of the quarter amounted to ¥972,503 million, a decrease of 
¥13,730 million from the level at December 31, 2005.  Interest-bearing debt 
decreased ¥3,051 million, to ¥445,779 million, as a result of our continuous efforts to 
reduce debt.  Stockholders’ equity at the end of the quarter decreased ¥11,299 
million, to ¥195,439 million, due mainly to the payment of dividends for 2005 and the 
fall in land revaluation reserve (following adoption of more conservative accounting 
standards), notwithstanding an increase in net income. 
 
3. Major steps taken since the beginning of 2006 
[Petrochemicals] 
・Further diversification of ethylene feedstock and capacity expansion  

During the maintenance shutdown in March and April of the ethylene plant at the 
Oita Petrochemical Complex, we modified the plant to increase the use of 
non-naphtha feedstock.  At the same time, we modified certain production lines 
of the plant to improve efficiency, thereby increasing the production capacity by 
24,000 tons per year, to 677,000 tons per year.  The total cost was 
approximately ¥2 billion. 
 

・Expansion of acetic acid/vinyl acetate production capacity 
We increased our production capacity of acetic acid from 100,000 tons per year 
to 130,000 tons per year, and that of vinyl acetate from 120,000 tons per year to 
175,000 tons per year, respectively. 
 

・Development of a new grade of Pichit moisture removal sheet 
Showa Denko Plastic Products Co., Ltd., a consolidated subsidiary of SDK, 
developed a new grade of Pichit moisture removal sheet for perishable foods.  In 
addition to food-preserving functions, the new grade features a good design 
suitable for use as a gift. 
 

・Establishment of a new company for production of PP bands 
Heisei Polymer Co., Ltd., a consolidated subsidiary of SDK, established a joint 
venture with Tsukasa Chemical Industry Co., Ltd. and Dan Sangyo K.K. to jointly 
produce polypropylene-based bands for use as binding tapes.  The three 
companies intend to strengthen the competitiveness of their PP band business 
through the joint venture. 

 
[Chemicals] 
・Launch of “gentle-to-hair” new curling agent  
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We started selling “gentle-to-hair” new curling agent, which efficiently gives 
natural curling, under the trade name of Spiera.  
 

・Launch of new additive for photo-curing resins  
We started selling multifunctional-thiol-based compounds for addition to 
photo-curing resins to improve their performances.  The product, sold under the 
trade name of Karenz MT, represents the world’s first commercial production of 
multifunctional-thiol-based compounds for this application. 
 

[Electronics] 
・HD media production capacity expanded to 13.75 million disks per month 

We have expanded our HD media production capacity to 13.75 million disks a 
month, up 3.05 million disks per month from the capacity as at the end of 
December 2005.  The expansion is intended as a measure to meet growing 
demand, mainly for small-diameter HD media for use in mobile music players.  
The expansion was completed at the end of March through construction of new 
lines and the debottlenecking of existing lines mainly at our sites in Chiba (Japan) 
and Taiwan.  Capital investment for the project amounted to approximately ¥12 
billion. 

 
[Inorganics] 
・Development of large-sized sintered compacts of CBN 

In April, we started selling sintered compacts of cubic boron nitride to be used 
mainly for cutting automotive parts.  The compacts can be provided in 
thicknesses at the highest levels in the world. 
 

・Increased production of 30”- and 32”-diameter graphite electrodes 
To meet growing demand from electric arc furnace steelmakers, we decided to 
increase our production of large-sized graphite electrodes.  We are providing 
both 30-inch-diameter and the world’s largest 32-inch-diameter electrodes. 
 

・Joint F/S for alumina project in Indonesia 
We reached agreement with PT. ANTAM Tbk of Indonesia, Straits Trading 
Amalgamated Resources Private Limited of Singapore, and Marubeni 
Corporation of Japan on implementation of a joint feasibility study for a 
chemical-grade alumina plant in Indonesia. 
 

[Aluminum] 
・New plant for aluminum cylinders for laser printers 

We decided to increase our production capacity of aluminum cylinders for laser 
printers by constructing a new plant in Oita based on the latest technology and 
improving processes at existing plants.  The decision was made in view of the 
growing demand for color laser printers, especially for office use.  The location 
of the new plant has been changed from Nasu to Oita to better serve the need of 
our customers in western Japan.  The total cost of the project will be 
approximately ¥2 billion. 
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・Decision to dissolve Showa Aluminum Fabrication 
In March, we decided to dissolve Showa Aluminum Fabrication Co., Ltd., an 
affiliate engaged in the production of aluminum baseball bats. 



Consolidated Balance Sheets
(\ in millions, US$ in thousands)

Mar. 31 Dec. 31 Mar. 31
2006 (A) 2005 (B) (A)-(B) 2006

Assets \ $

Current assets

Cash and deposit 29,265         37,273          (8,008)          249,128       

Notes and accounts receivable 145,638       161,054         (15,416)        1,239,791     

Inventories 80,770         77,336          3,434            687,581       

Other current assets 42,659         42,380          279              363,144       

 Total current assets 298,332       318,043         (19,711)        2,539,644     

Fixed assets

Tangible fixed assets 515,220       510,904         4,317            4,385,975     

Intangible fixed assets 23,637         24,278          (641)            201,213       

Investments and other assets 135,314       133,008         2,306            1,151,903     

 Total fixed assets 674,171       668,190         5,981            5,739,091     

 Total assets 972,503       986,233         (13,730)        8,278,735     

Liabilities

Current liabilities

Notes and accounts payable 124,244       140,181         (15,937)        1,057,667     

Short-term loans payable 104,128       97,773          6,355            886,418       

Current portion of long-term loans payable 84,127         92,460          (8,333)          716,156       

Current portion of corporate bonds 15,930         15,930          －                135,609       

Other current liabilities 45,496         45,042          454              387,296       

 Total current liabilities 373,924       391,384         (17,460)        3,183,146     

Long-term liabilities

Corporate bonds 47,375         47,500          (125)            403,294       

Long-term loans payable 194,220       195,168         (948)            1,653,359     

Accrued pension and severance costs 40,714         42,617          (1,903)          346,594       

Other long-term liabilities 73,008         53,774          19,234          621,505       

 Total long-term liabilities 355,318       339,059         16,258          3,024,752     

 Total liabilities 729,242       730,444         (1,202)          6,207,898     

Minority interests 47,822         49,050          (1,229)          407,098       

Stockholders' equity

Common stock 110,514       110,451         63                940,786       

Capital stock 11,153         11,090          63                94,944         

Retained earnings 26,267         21,868          4,399            223,609       

Revaluation reserve (Land revaluation) 24,184         42,339          (18,155)        205,870       

Securities valuation surplus 21,371         19,485          1,885            181,925       

Foreign currency translation adjustments 2,051           1,600            450              17,457         

Treasury stock (100)           (96)              (4)               (853)           

 Total Stockholders' equity 195,439       206,738         (11,299)        1,663,739     

972,503       986,233         (13,730)        8,278,735     

 Total liabilities, minority interests and
 stockholders' equity
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Consolidated Statements of Income

(\ in millions, US$ in thousands)

Results for the first quarter ( Jan.1-Mar.31 )

2006(A) 2005(B) (A)-(B) 2006

\ $

Net sales 205,407 190,245 15,162 1,748,595

Cost of sales 170,093 156,484 13,609 1,447,972

Selling, general and administrative expenses 19,902 21,270 (1,368) 169,419

Operating income 15,412 12,492 2,921 131,203

Non-operating income 1,234 1,632 (399) 10,501

Non-operating expense 3,825 3,758 67 32,561

Ordinary income 12,821 10,366 2,455 109,143

Extraordinary profit 591 3,785 (3,194) 5,028

Extraordinary loss 534 399 136 4,549

Income before income taxes 12,877 13,752 (875) 109,621

Income taxes 4,137 89 4,047 35,213

Minority interests 872 533 339 7,421

Net income 7,869 13,130 (5,261) 66,987
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   Net Sales and Operating Income by Segment

(\ in millions, US$ in thousands)

   Results for the first quarter ( Jan. 1 - Mar. 31 )

2006(A) 2005(B) (A)-(B) 2006

\ $

Net sales 70,638  66,692  3,946  601,332  

Operating income 2,928  5,254  (2,326) 24,925  

Net sales 17,938  19,595  (1,657) 152,703  

Operating income 1,021  1,328  (307) 8,695  

Net sales 38,791  29,782  9,008  330,216  

Operating income 8,021  3,534  4,487  68,282  

Net sales 16,813  14,386  2,427  143,124  

Operating income 3,218  1,959  1,258  27,390  

Net sales 61,228  59,790  1,438  521,219  

Operating income 1,066  2,007  (941) 9,075  

Net sales 0  0  0  0  

Operating income (842) (1,590) 749  (7,165) 

Net sales 205,407  190,245  15,162  1,748,595  

Operating income 15,412  12,492  2,921  131,203  

Segment

 HQ costs and other

 Total

 Petrochemicals

 Chemicals

 Electronics

 Inorganics

 Aluminum
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