
    Financial Statements
  For the first three quarters ended September 30, 2004

Ⅰ. Consolidated Financial Results
(\ in millions, US$ in thousands, except for net income per share)

Results for the first three quarters ( Jan. 1 - Sep. 30 )

2004 2003
Increase
(Decrease)

2004

\ \ % $

  Net sales 537,156 516,505 4.0 4,837,068

  Operating income 36,216 25,423 42.5 326,123

  Recurring profit 26,672 15,536 71.7 240,177

  Net income 11,782 8,356 41.0 106,098

  Net income per share: Basic 10.35 7.34 - 0.093

  Net income per share: Diluted 9.67 - - 0.087

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

Sep. 30, 2004 Sep. 30, 2003 Sep. 30, 2004

\ \ $

 Total assets 954,409 933,561 8,594,405

 Stockholders' equity 182,024 160,728 1,639,117

 Stockholders' equity per share 159.31 141.25 1.43

% % %

 Stockholders' equity ratio 19.1 17.2 19.1

  Notes
　1) Simple calculation methods are adopted with regard to several items, including income taxes.
  2) Change in accounting policies : applicable
      In order to make the calculation of period earnings more appropriate, from FY2004, we have created allowance 
      for prior-period scheduled maintenance expenses. Due to this change, operating income and recurring profit
      decreased by 80 million yen each and income before income taxes decreased by 975 million yen from the
      numbers calculated under the previous policy.
　3) Six new companies have been consolidated while one company has been removed from consolidation.
      The equity method has been applied to one additional company while one company has been excluded from
      the application.
　4) SDK started disclosure of its quarterly consolidated financial results beginning with the first quarter of 2004.
　    Figures for the year-earlier quarter(s) are shown for reference only.
　5) The figures in the Consolidated Financial Statements are unaudited.

Ⅱ. Forecast of performance for the fiscal year ending December 31, 2004

(\ in millions, US$ in thousands, except for net income per share)
Current fiscal year 2004

\ $
  Net sales 735,000 6,618,640
  Operating income 50,000 450,248
  Recurring profit 37,500 337,686
  Net income 7,000 63,035
  Net income per share 6.14 0.055

※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.

Note)
　The U.S. dollar is valued at \111.05 throughout this statement for convenience only.

SHOWA DENKO K.K.
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1. Review of Operations 
 
Showa Denko K.K. and its Group companies are progressing with the 
implementation of the medium-term consolidated business plan the “Sprout Project,” 
fostering “strategic growth businesses” while renovating operations and reducing 
costs. 
 
As a result, in the first nine months (January-September) of 2004, the Company 
recorded a 42.5% increase in operating income over the same period of 2003, to 
¥36,216 million, on net sales of ¥537,156 million, which increased 4.0%.  Recurring 
profit and net income for the period also increased, by 71.7%, to ¥26,672 million, 
and 41.0%, to ¥11,782 million, respectively.  A breakdown of net sales and 
operating income by segment is as follows: 
 
In the Petrochemicals segment, operating income increased 65.6%, to ¥13,997 
million, on sales of ¥182,634 million, up 0.7%.   Sales of olefins and organic 
chemicals were up due to high plant utilization, which reflected continued brisk 
demand, and higher selling prices.  Meanwhile, sales of plastics declined 
substantially as a result of the transfer in September 2003 of the polyethylene 
business from Japan Polyolefins Co., Ltd. to a new affiliated company, Japan 
Polyethylene Corporation, to which the equity method was applied.  Showa 
Highpolymer Co., Ltd.’s sales of plastics rose due mainly to an increase in shipment 
volumes of unsaturated polyester. 
 
In the Chemicals segment, sales increased 0.6%, to ¥56,421 million, but operating 
income fell 39.8%, to ¥2,282 million.  In the gases & chemicals business, the 
shipment volumes of liquefied hydrogen fell.  With regard to the specialty chemicals 
business, the shipment volumes of amino acid declined and SDS Biotech K.K.’s 
agrochemical business recorded lower sales. 
 
In the Electronics segment, operating income jumped 57.9%, to ¥10,936 million, on 
sales of ¥81,815 million, up 19.9%.  Sales of hard disks increased substantially due 
to continued steady shipments and as Trace Storage Technology Corp. (Trace) of 
Taiwan became SDK’s subsidiary in July 2004.  Sales of compound 
semiconductors, specialty gases for semiconductor processing and rare earth 
magnetic alloys rose due to higher shipment volumes. 
 
In the Inorganic Materials segment, operating income climbed 154.4%, to ¥4,279 
million, on sales of ¥40,407 million, up 7.1%.  This reflected higher selling prices of 
alumina products and gradual increases in selling prices of graphite electrodes in 
Japan and the United States. 
 
In the Aluminum segment, operating income increased 16.0%, to ¥9,273 million, on 
sales of ¥175,879 million, up 1.6%.  Sales of aluminum ingot rose due to increased 
shipment volumes and higher selling prices.  Sales of rolled products and Shotic 
forgings were up due to increases in shipment volumes.  Sales of extrusions were 
also up due to higher selling prices.  Meanwhile, sales of heat exchangers in North 
America and Japan fell due to stagnant demand for automotive applications.  In the 
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aluminum cans business, shipment volumes increased due to an unusually hot 
summer, but their selling prices declined. 
 
2. Financial conditions at September 30, 2004 (as compared with the conditions at 
June 30, 2004) 
 
Total assets at September 30 amounted to ¥954,409 million, an increase of ¥16,585 
million from June 30, 2004, due mainly to the fact that Trace became a consolidated 
subsidiary.  Likewise, Interest-bearing debt increased ¥2,932 million, to ¥525,783 
million.  Stockholders’ equity at September 30 increased ¥7,088 million, to 
¥182,024 million, due mainly to increases in retained earnings. 
 
3. Major steps taken during the July-September 2004 period 
 
a) Turning Heisei Polymer Co., Ltd. into a fully owned subsidiary through a share 

exchange 
 

On August 3, 2004, Heisei Polymer Co., Ltd., a key player in the Group’s plastic 
products operations, became a fully owned subsidiary through a share exchange 
arrangement.  This is intended as a measure to strengthen the foundation of the 
Group’s petrochemicals business. 
 

b) Consolidation of Trace in the hard disk business 
 

In July, Showa Denko acquired two thirds of Trace’s outstanding shares by 
purchasing newly issued and allotted shares, making Trace a consolidated 
subsidiary.  At the same time, Showa Denko provided Trace with new 
technologies.  Showa Denko is expanding the Group’s hard disk production 
capacity at three sites (Trace, Ichihara and Singapore) through debottlenecking, 
aiming to increase the production capacity by more than two million disks a 
month.  After the expansion, the Group will have a total production capacity of 
more than 10 million disks a month, thereby establishing its status as the world’s 
largest OEM supplier of HDs.  Effective November 11, 2004, Trace changed its 
name to Showa Denko HD Trace Corp. 
 

c) Establishment of a joint venture with the Tokyo Gas Co. Group in the industrial 
gas business  

 
Showa Denko established a joint venture with Tokyo Gas Chemicals Co., Ltd., a 
subsidiary of Tokyo Gas Co., Ltd., to consolidate sales of industrial gases 
centering on oxygen, nitrogen and hydrogen.  The new company, named TG 
Showa K.K., started operations in July.  The company, having a large market 
share in the Kanto region, will improve competitiveness and earning power by 
streamlining marketing activities and distribution network. 
 

d) Change in organization for the aluminum business 
 

Showa Denko changed part of the organization for its aluminum business in July 
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to improve production capability and R&D functions.  Specifically, the Extrusion 
Division and the Aluminum Specialty Products Division were merged to create a 
new unit, the Extrusions/Specialty Products Division, as a means to improve the 
quality of aluminum cylinders for laser beam printers.  At the same time, an 
Aluminum Technology Center was created to take control of various technologies 
common to the Aluminum Sector. 
 

e) Consolidation of Showa Specialty Gas (Taiwan) Co., Ltd. 
  

Showa Denko consolidated Showa Specialty Gas (Taiwan) as from the second 
half of 2004 by acquiring part of the shares held by minority shareholders.  The 
purpose of the consolidation is to meet growing demand in Taiwan for specialty 
gases for processing semiconductors and liquid crystal displays.  Showa Denko 
also decided to build a new facility for the production of high-purity ammonia in 
Taiwan in view of the increase in demand for the product for LCD and LED 
applications. 

4



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

Sep. 30 Jun. 30 Dec. 31 Sep. 30
2004 (A) 2004 (B) (A)-(B) 2003 (C) (A)-(C) 2004

Assets \ $

Current assets

Cash and deposit 30,537      29,147       1,390     26,791       3,746     274,985

Notes and accounts receivable 137,685 134,094 3,591 136,405 1,281 1,239,848

Inventories 71,854 64,357 7,497 60,921 10,933 647,045

Other current assets 46,358 40,874 5,483 38,185 8,173 417,448

 Total current assets 286,434 268,473 17,962 262,301 24,133 2,579,326

Fixed assets

Tangible fixed assets 535,263 529,550 5,713 538,154 (2,891) 4,820,016

Intangible fixed assets 26,329 25,957 372 23,163 3,167 237,095

Investments and other assets 106,380 113,841 (7,460) 116,244 (9,863) 957,948

 Total fixed assets 667,972 669,348 (1,376) 677,561 (9,588) 6,015,059

Deferred assets 2 3 (1) 17 (15) 20

 Total assets 954,409 937,824 16,585 939,879 14,530 8,594,405

Liabilities

Current liabilities

Notes and accounts payable 109,540 108,112 1,427 113,351 (3,812) 986,399

Short-term loans payable 115,531 102,711 12,820 117,729 (2,198) 1,040,352

Current portion of corporate bonds 44,384 34,384 10,000 0 44,384 399,676

Current portion of long-term loans payable 82,469 76,219 6,249 73,830 8,638 742,626

Commercial Paper 360 0 360 0 360 3,239

Other current liabilities 44,601 38,236 6,364 38,105 6,496 401,627

 Total current liabilities 396,884 359,663 37,221 343,016 53,868 3,573,918

Long-term liabilities

Corporate bonds 50,430 60,430 (10,000) 71,814 (21,384) 454,120

Long-term loans payable 232,610 249,108 (16,497) 264,015 (31,405) 2,094,643

Employees' severance indemnities 8,203 8,470 (267) 8,640 (437) 73,866

Other long-term liabilities 40,927 44,369 (3,442) 45,012 (4,085) 368,542

 Total long-term liabilities 332,170 362,376 (30,207) 389,481 (57,311) 2,991,171

 Total liabilities 729,053 722,039 7,014 732,496 (3,443) 6,565,089

Minority interests 43,332 40,849 2,483 41,295 2,036 390,199

Stockholders' equity

Common stock 110,451 110,451 0 110,451 0 994,610

Capital stock 11,085 8,875 2,210 8,175 2,910 99,818

Retained earnings 21,393 15,993 5,400 13,271 8,122 192,639

Revaluation reserve (Land revaluation) 35,012 35,011 1 34,832 180 315,281

Securities valuation surplus 6,689 7,804 (1,115) 2,501 4,188 60,232

Foreign currency translation adjustments (2,539) (3,148) 609 (3,096) 557 (22,862)

Treasury stock (67) (51) (16) (47) (20) (601)

 Total Stockholders' equity 182,024 174,936 7,088 166,087 15,937 1,639,117

Total liabilities and stockholders' equity 954,409 937,824 16,585 939,879 14,530 8,594,405
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Consolidated Statements of Income

(\ in millions, US$ in thousands)

Results for the first three quarters ( Jan.1-Sep.30 )

2004(A) 2003(B) (A)-(B) 2004

\ $

Net sales 537,156 516,505 20,651 4,837,068

Cost of sales 438,512 425,007 13,505 3,948,780

Selling, general and administrative expense 62,428 66,075 (3,646) 562,165

Operating income 36,216 25,423 10,793 326,122

Non-operating income 2,993 3,618 (625) 26,953

Non-operating expense 12,537 13,504 (967) 112,899

Recurring profit 26,672 15,536 11,135 240,176

Extraordinary profit 2,731 6,717 (3,986) 24,596

Extraordinary loss 6,626 6,662 (35) 59,670

Income before income taxes 22,777 15,592 7,185 205,102

Income taxes 10,130 8,221 1,909 91,219

Minority interests 865 (984) 1,849 7,785

Net income 11,782 8,356 3,426 106,098

(\ in millions, US$ in thousands)

Results for the third quarter ( Jul. 1 - Sep. 30 )

2004(A) 2003(B) (A)-(B) 2004

\ $

Net sales 188,872 170,869 18,003 1,700,786

Cost of sales 153,833 139,966 13,867 1,385,259

Selling, general and administrative expense 21,050 21,539 (490) 189,551

Operating income 13,990 9,364 4,626 125,977

Non-operating income 683 557 126 6,149

Non-operating expense 4,222 4,904 (682) 38,022

Recurring profit 10,450 5,017 5,433 94,104

Extraordinary profit 542 5,833 (5,292) 4,877

Extraordinary loss 408 3,021 (2,613) 3,670

Income before income taxes 10,584 7,829 2,755 95,311

Income taxes 4,642 3,656 987 41,804

Minority interests 541 (344) 885 4,874

Net income 5,401 4,517 884 48,633

Note) SDK started disclosure of its quarterly consolidated financial results beginning with the first quarter of 2004.  

Figures for the year-earlier quarter(s) are shown for reference only.

6



   Net Sales and Operating Income by Segment

(\ in millions, US$ in thousands)

 Results for the first three quarters ( Jan.1-Sep.30 )

2004(A) 2003(B) (A)-(B) 2004

\ $
Net sales 182,634  181,387  1,247  1,644,615  

Operating income 13,997  8,452  5,545  126,043  

Net sales 56,421  56,066  356  508,069  

Operating income 2,282  3,792  (1,509) 20,550  

Net sales 81,815  68,263  13,552  736,741  

Operating income 10,936  6,926  4,010  98,475  

Net sales 40,407  37,742  2,665  363,864  

Operating income 4,279  1,682  2,597  38,532  

Net sales 175,879  173,047  2,832  1,583,779  

Operating income 9,273  7,991  1,282  83,503  

Net sales －  －  －  －  

Operating income (4,551) (3,419) (1,132) (40,980) 

Net sales 537,156  516,505  20,651  4,837,068  

Operating income 36,216  25,423  10,793  326,123  

 Results for the third quarter ( Jul. 1 - Sep. 30 )

2004(A) 2003(B) (A)-(B) 2004

\ $
Net sales 65,376  60,458  4,918  588,709  

Operating income 6,372  2,609  3,762  57,376  

Net sales 17,871  18,478  (607) 160,928  

Operating income 624  1,239  (615) 5,616  

Net sales 30,403  23,764  6,639  273,780  

Operating income 4,053  3,119  934  36,494  

Net sales 13,709  12,250  1,459  123,449  

Operating income 1,511  602  909  13,603  

Net sales 61,513  55,918  5,595  553,921  

Operating income 2,948  2,733  216  26,548  

Net sales －  －  －  －  

Operating income (1,517) (937) (580) (13,660) 

Net sales 188,872  170,869  18,003  1,700,786  

Operating income 13,990  9,364  4,626  125,977  

Note) SDK started disclosure of its quarterly consolidated financial results beginning with the first quarter of
         2004. Figures for the year-earlier quarter(s) are shown for reference.

Segment

 HQ costs and other

 Total

 Petrochemicals

 Chemicals

 Electronics

 Inorganic Materials

 Aluminum

Segment

 Petrochemicals

 Chemicals

 Electronics

 Inorganic Materials

 Aluminum

 HQ costs and other

 Total
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