The New Medium-Term Business Plan: The TOP 2021

The TOP 2021
The TOP 2021 is a three-year business plan that aims to establish a base for growth by
leveraging the earning power strengthened during the three years of the previous
medium-term plan (2016–2018) while laying emphasis on showing a “promising future”
to stakeholders. We have now launched The TOP 2021 for changing the Showa Denko
Group’s direction toward long-term growth, with the aim of achieving our vision of
becoming a Koseiha Company by 2025.

Group Management Policy
The overall outlook of the new medium-term business plan
summarizes the strategy that the Group will use to achieve our
mission, vision, and value. First, we defined a new business
portfolio in which we categorized our existing businesses into
three business categories, namely “Enhance,” “Grow,” and
“Change.” And, through the notions of “Create” and
“Interdivisional cooperation,” we will produce discontinuous
growth and rapid progress in existing business, such as business
segment expansion, or producing new businesses that are
different from existing ones. We will strengthen R&D, marketing,
AI/IoT initiatives, and production systems, which are the
foundations supporting these strategies. And at the base of all
our initiatives is the notion to contribute to Sustainable
Development Goals (SDGs), which is our corporate social
responsibility.

Our goal (Vision)

KOSEIHA Company

Means to realize
Vision (Value)

”Maximization of CUSTOMER Experience”
Creation of new businesses through
organic measures/M&A

4. Create

Pillars of
Group strategy

1. Enhance

2. Grow

3. Change

Provide
higher value

Accelerate
growth of
business

Change
business model

Rapid progress in existing businesses/
Creation of new businesses

Interdivisional cooperation
Creation of cross border businesses through
combination of existing technologies & businesses

Strengthen business
foundation
Corporate social
responsibility

R&D

Marketing
function

Firm production
system

AI/IoT

Contribution to SDGs

Business Philosophy: Mission
The Showa Denko Group’s mission is that “We will satisfy all
stakeholders.”
We will therefore focus on management that continually
enhances value for all of our stakeholders: shareholders,
customers, society, employees, and business connections. The
main actors in the creation of value are our employees and
business connections, who are also our stakeholders. We are
aiming to be the kind of corporate group where employees and
business connections — who are also our partners—continually
improve shareholder, customer, and social value.

Partners in value
creation

Business
connection

Shareholders’
value

Customers’
value

Social value

Enhance the value
of the Group

Offer original value

Realize sustainable
society

Leaders in value creation

Employees

Stage with the sound
present

Stage with
promising future

The Group provides stages full of pride
and dreams for employees’ value creation activities

Showa Denko that has the sound present and
promising future
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Vision: Koseiha Company
To be a Koseiha Company, the vision that the Group is pursuing,
means being an aggregate of Koseiha Businesses that have established
the No. 1 position in markets with a scale of tens of billions of yen to
hundreds of billions of yen, which is the appropriate market scale
for the Showa Denko Group. A necessary condition for that goal is
for each business to set an optimal or ideal business segment.
Under the previous Project 2020+ business plan, each business
worked at establishing an optimal segment. Under the new
medium-term business plan, we will work on strengthening and
expanding business segments by reinforcing them with new products
and services around the established segments, while segmenting
some areas regionally. Our medium- to long-term management
objective is to make at least half of our existing businesses into
Koseiha Businesses by 2025 by laying down a path for other
businesses to reach that status following our HD media, high-purity
gases for electronics, and graphite electrodes businesses.

By 2025, make half or more “KOSEIHA Businesses”
Our global No.1 businesses
Market size (SDK’s share)

Operating margin

10% or more

HD media

¥400 billion (25%)

Operating income

Billions of yen
or more

High-purity gases for electronics

¥150 billion (25%)

Stable profitability
tolerant to
environmental
change

Graphite electrodes (UHP)

¥300 billion (Over 30%)~

Value: Maximization of Customer Experience
In the course of achieving our vision of becoming a Koseiha
(individualized) Company, the important value that will lead to
strengthening and expansion of our business segments is “to
maximize the customer experience.” It is becoming more and more
difficult to differentiate ourselves by quality and price alone, so we
believe that business model innovation from a “goods-oriented
business model,” to “experience-oriented business model” will be

essential. Our Group will strive to maximize the customer
experience, in this way satisfying customers, by providing excellent
solutions that integrate products and services. We will run our
business under the Group-wide key phrase “Maximization of
customer experience” providing not only quality products but
services that are unique to Showa Denko Group.

Businesses Portfolio (Enhance, Grow, Change)

Portfolio of New
businesses

In matured market,
enhance offering value
by evolving business
model

Change business
model, considering
entry into downstream
sector

In growth markets,
accelerate business
growth at home and
abroad

Enhance 1

Enhance 2

Change 1

Grow 1

Rolled aluminum products
(High-purity aluminum foil)

SiC epitaxial wafers
for power devices

Electronic materials
(esp. Red LEDs)

Grow 2

Advanced battery materials
(LIB materials)

Ceramics

Functional chemicals

Aluminum specialty components
(including Shotic TM)

Change 2

Electronic chemicals
(High-purity gases for electronics)

Grow

Aluminum cans

Change

HD media

Enhance

Carbon
(Graphite electrodes)

Portfolios of
existing
businesses

Growth in sales

Higher profitability

Basic chemicals

Financial goal

Petrochemicals

These businesses are positioned as ones that should
simultaneously realize a high growth rate and high profitability. We
will accelerate their growth at home and overseas in growth markets.
We will aim to make our electronic chemicals business No. 1 globally
in terms of market share, growth rate, and profitability. We will also
aim for each of our advanced battery materials, electronics materials,
and SiC epitaxial wafers for power devices businesses to establish a
leading presence in their respective target markets (i.e., establish
bases for rapid growth and high profitability).
Grow

Business Portfolio

Industrial gases

Enhance These businesses are positioned as ones that should
continually improve profitability. We will enhance the value they
offer customers by developing business models in mature markets.
We aim to make our petrochemicals, industrial gases, and basic
chemicals businesses No. 1 in specific regions/fields. At the same
time, we intend to make our HD media and graphite electrode
businesses No. 1 globally by taking advantage of our superiority in
technology and quality, while deepening customer relations at
home and abroad.

Create
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Change These businesses are positioned as ones that should
increase sales while maintaining profitability. We will change their
business models, while considering downstream expansion. We will
expand overseas business in our aluminum can and aluminum rolled
products businesses. We will also shift each of our aluminum specialty
components, functional chemicals, and ceramics businesses to
become solution-oriented businesses and make them high-value
added businesses.

Create There are two ways to create growth. One is to enable
business re-grow by creating discontinuous growth in existing
businesses. The other is to create new businesses in fields where
there is high compatibility with Showa Denko, allowing us to
leverage our technical strengths. We will strive to create a base for
growth by making, more than ever, proactive R&D investments into
promising technology “seeds” and through M&As, for which we
have set aside ¥150 billion for the next three years.

Interdivisional Cooperation
We will propose packages that combine products, technology,
and services optimized for customers’ applications by making use
of our broad range of products and technologies. In recent years,
the trend in advanced assembly industries, such as automobiles
and electronics, has been to create optimized solutions together
with customers. In line with this trend, we will bolster our
activities to propose the optimal solutions that customers want
by combining our Group’s diverse materials technologies—
ranging from aluminum to organic and inorganic materials—
with our value chain going from raw materials manufacturing to
molding, as well as the
simulations and analytical
technologies that we have
cultivated up to now.
We will first of all focus on the
automotive field, where platform
changes are anticipated due to
the shift to electric vehicles. With
this move, we will start a project
to create new composite materials
for cars using aluminum.

Automotive Multi-material Project
Due to progress in electric-power operation, electrification and weight
reduction of cars, car manufacturers require materials with higher performance.
Automotive Multi-material Project will develop new multi-material products
that take advantages of our diverse materials and technologies centering on
aluminum, through back-casting of changes in market and customers’ needs.

Light weight/
High rigidity

Businesses/
Products

Adhesion of
different materials

Heat radiation/
Heat storage

Electric insulation

Product design

Product design technology

Example)
Next generation heat
radiator as composite of
our aluminum laminate
technology and heat
exchanger technology

Basic research

Computational science/
Physical property analysis

Image of radiator on LIB

Organics

Aluminum

Inorganics

Financial Strategy: Management Targets & Investment Policy (over three years)
Financial Targets
Under the new medium-term business plan, the Group will aim to
achieve net sales of ¥3.4 trillion over three years and annual net
sales of ¥1.1 trillion. This is a challenge for growth, representing a
40% increase compared with the previous medium-term business
plan: Project 2020+. We will also substantially increase operating
income, by 1.6 times of the previous level, and earn net income of
¥330 billion over the three years, namely ¥110 billion per year. In
pursuing this growth, we will pay close attention to asset
efficiency, especially ROA and ROE, making efficient, aggressive
investments to achieve both high growth and high returns.

Project 2020+

x1.4

¥3,400.0 billion

Operating income

¥299.8 billion

x1.6

¥480.0 billion

Net income

¥161.2 billion

x2.0

¥330.0 billion

ROA

9.8%

+2.8pt

12.6%

ROE

14.5%

+5.0pt

19.5%

(Operating margin)

(3-year simple average)
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(2019 - 2021)

¥2,443.7 billion

Net sales

(3-year simple average, O.I. base)
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(2016 - 2018)

(12.3%)

(14.1%)

Capital investment and planned M&As
We are considering investing ¥150 billion over three years in M&As.
While the timing and target domains remain yet to be undecided, we
will make aggressive use of M&As not only to acquire new businesses
but also to make existing businesses into Koseiha Businesses.
Among those improvements, we consider returns to shareholders
as a highly important obligation, and under our new medium-term
business plan we are aiming for a dividend payout ratio of 30%. We
plan to invest ¥400 billion in total over the three years.
First, we anticipate making growth investments of ¥130 billion,
or double the previous medium-term business plan. We will invest
aggressively to increase production capacity, focusing on high-purity
gases for electronics, SiC epi-wafers for power devices, titanium
oxide for multilayer ceramic capacitors (MLCCs), and advanced
battery materials—markets that are expected to grow.
We anticipate making investments in facility renovations of
¥120 billion to maintain and strengthen the competitiveness of
our production operations.

Set targets for D/E ratio, total return ratio and total investment,
and utilize earned cash for enhancing corporate value
Operating income

D/E ratio*

(2019 – 2021 total)

(2021)

¥480 billion

0.5 times

About

Enhanced
shareholders
value

Growth of
businesses
Investment

*Gross D/E ratio

Total return ratio

(2019 – 2021 total)

(2021)

¥400 billion

About

30 %

Increase investment in facility improvement,
organic growth and M&As.
Project 2020+

The TOP 2021

(2016 - 2018)

(2019 - 2021)

Aims of investment

Investment in
facility
improvement

¥61 billion

¥120 billion

• To strengthen competitiveness
• Renewal
• To strengthen BCP

Investment in
organic
growth

¥64 billion

¥130 billion

• To increase production capacity
• To improve productivity

Investment in
M&As

¥25 billion

¥150 billion

• To
 promote M&As, business
tie-up and equity investment

Shareholder return policy
We consider returns to shareholders as a highly important obligation,
and under our new medium-term business plan we are aiming to
achieve a total return ratio of 30% by 2021.

Contribution to SDGs
As a manufacturing company, we have set out as a Group goal the
development, manufacture, and sale of products and services that
contribute to the SDGs. Here, we introduce some examples of our
businesses’ contributions to society and business administration
based on our view of society’s future. Chemical recycling of
plastics, or extracting hydrogen and CO2 from used plastics then
making use of them, and graphite electrodes, essential for
recycling of steel scrap, contribute to a recycling society. In
addition, we support energy efficiency in power devices that
improve the performance of power conversion by providing highquality SiC epi-wafers. Our aluminum products and technologies,
the key material for reducing the weight of cars, contribute to
energy savings and to reducing CO2 emissions.

Connect SDGs and Our Code of Conduct, and promote
integrated Group management

• Contribute to social
and economic
development
• Communication

• Compliance
• Respect human rights
• Responsible Care
• Fair and free trade
• Corruption prevention

Respond to
expectations of local
communities

Act as a global
corporate citizen

Protect and improve
the global
environment

Our Code of
Conduct

Provide
customers with
satisfaction and
peace of mind

Let all Group employees
go all out

• P roducts/technologies contributing
to environmental protection (e.g.,
Graphite electrodes, ECOANN TM)
• R educing environmental burden
(e.g., Recycling of aluminum cans)
• Providing products that
contribute to development
of global society
• C ooperation with business
partners

• Respect individuality
• Safety first
• Work Style Reform / Corporate healthcare
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