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Analysis of Operating Results and Financial Condition
Nitto Denko Corporation and Consolidated Subsidiaries

For the Years Ended March 31
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626,317

251,384

327,441

48,006

(514)

 89,225

89,614

55,307

515,243

371,319

40,628

22,938

307,753

(260,245)

31,471

61,567

20,489

556,934

321,465

27,582

332.30

60.00

173,758

15,742

18.99

11.06

14.25

57.72

1.25

22,707

514,868

207,382

261,628

46,415

(557)

70,019

69,976

41,843

442,770

231,471

37,586

20,011

173,874

(159,373)

24,681

52,914

16,739

443,264

261,091

16,311

252.72

50.00

173,758

16,485

17.28

10.05

13.60

58.90

1.24

31,566

 452,726

 191,694

 219,805

 41,829

(602)

 55,912

 57,075

 33,386

 384,486

 174,832

 38,823

 18,372

 117,637

(106,592)

 21,386

 36,318

 15,822

 389,525

223,114

 13,161

197.99

40.00

173,758

20,786

14.49

8.68

12.35

57.28

1.18

 

34,399

Net Sales (Note 1)

Industrial products (Note 2)

Electronic products

Functional products

Eliminations

Operating income

Income before provision for income taxes

Net income

Domestic sales

Overseas sales

North America

Europe

Asia & Oceania

Eliminations

Depreciation & amortization

Capital expenditures

R&D expenses

Total assets

Shareholders’ equity 

Number of employees

Net income per share of common stock

Cash dividends per share of common stock

Shares outstanding (thousands)

Shareholders

ROE

ROA

Operating income ratio

Equity ratio

Asset turnover (times)

Net sales per employee

 378,705

 173,602

 165,519

 40,402

(818)

 33,902

 33,525

 19,237

 321,407

 132,436

 35,140

 16,359

 80,937

(75,138)

 21,144

 23,337

 13,851

 379,812

237,560

 10,764

108.52

24.00

173,758

16,952

8.26

5.27

8.95

62.55

1.04

35,183

 338,930

 184,131

 120,143

 35,800

(1,144)

 19,314

 3,722

 1,115

 287,543

 107,939

 32,774

 14,494

 60,671

(56,552)

 20,443

 40,311

 13,053

 350,340

228,410

 9,510

6.42

22.00

173,758

15,386

0.49

0.32

5.70

65.20

0.97

 35,639

 365,698

 197,270

 133,115

 37,186

(1,873)

 34,824

 25,724

 15,851

 302,754

 124,553 

39,616

 19,383

 65,554

(61,609)

 18,345

 32,727

 12,423

 357,654

226,894

 9,857

93.51

21.00

173,758

14,745

7.22

4.58

9.52

63.44

1.06

 37,100

5,331,719 

2,139,985 

2,787,444 

408,666 

(4,376)

759,556 

762,867 

470,818 

4,386,167 

3,160,969 

345,859 

195,267 

2,619,843 

(2,215,417)

267,907 

524,108 

174,419 

4,741,074 

2,736,571 

27,582 

2.83 

0.51 

193,300

Note 1 : The Corporation extended the scope of consolidation. Number of consolidated subsidiaries increased 52 to 107 as of the end of 2006.
Note 2 : The Corporation changed the segment category for the electronic processing products (formerly electronic component-related products)

from Industrial Products to Electronic Products in 2004. The figures for 2003 have been restated to conform with 2004 presentation.

1. Results of Operations

1. Overview
During fiscal 2006 ended March 31, 2006, the U.S. 
economy remained robust despite the impacts of high 
energy prices and hurricanes, buoyed by firm personal 
consumption and capital investment levels. The European 
economy entered a recovery phase, as thriving overseas 
markets and a stable euro drove exports. Asian 
economies were strong, as orders for electronics and 
information-related products bolstered exports. The 
Japanese economy was also firm, as corporate earnings 
improved, prompting expanded capital investment, and 
personal consumption levels recovered.

In such an economic environment, Nitto Denko and its 
consolidated subsidiaries (the “Group”) continued to focus 
on areas of growth. The Group provided liquid-crystal 
display (LCD) related products and industrial materials 
destined for the expanding market for flat-panel displays 
(FPDs), industrial materials for use in the automotive 
sector and for cell phones, and electronics materials for a 
recovering market. Such focus resulted in robust 
operating performance during the term. 

Compared with the preceding term, consolidated net 
sales expanded 21.6%, to ¥626,317 million, and operating 
income increased 27.4%, to ¥89,225 million. 

To raise the Group’s level of disclosure and enhance 
accountability, 53 companies that were previously 
nonconsolidated subsidiaries - accounted for under the 
equity method - were converted to consolidated 
subsidiaries during the year. This change in the scope of 
consolidation added ¥26,367 million to consolidated net 
sales.

2. Analysis of Income Statement
Net Sales
As indicated above, consolidated net sales expanded 
21.6%, to ¥626,317 million. Discounting the effect of 
changes in the scope of consolidation and foreign 
currency translation  adjustments due to yen appreciation, 
the real increase in net sales was 12.0%. The ratio of 
overseas sales to total consolidated net sales increased 
from 52.1% in fiscal 2005 to 59.9%, prompted by 
substantial rises in sales of LCD-related products in Asia 
and Oceania and higher sales resulting from changes in 
the scope of consolidation. Meanwhile, geographic shifts 
in customer production bases increased net sales in 
Japan by only 1.7%, to ¥251,019 million.

In the Industrial Products segment, sales grew 21.2%, 
to ¥251,384 million, and operating income increased 
38.7%, to ¥22,938 million. Excluding the effect of changes 
in the scope of consolidation, sales in this segment rose 
8.8%, and operating income was up 12.2%. In the 
bonding and joining materials category, expanded 
production of cell phones boosted demand for cell phone 

and small LCD module materials, with notable growth 
from the East Asian and European markets. Demand for 
materials for hard disk drive (HDD) related products was 
also firm. In the surface protection category, sales of our 
E-MASK surface protection film for the FPD industry were 
solid, and our market share for automobile paint 
protection film continued to grow. Helped by the 
introduction of new products, sealing materials for cell 
phone peripherals and auto parts exhibited strong sales, 
while sales of construction materials declined as a result 
of efforts to streamline our product portfolio. 

In the Electronics Products segment, sales rose 
25.2%, to ¥327,399 million—a new record. Segment 
operating income also expanded, by 24.5%, to ¥58,714 
million. Excluding the effect of changes in the scope of 
consolidation, sales in this segment rose 24.9%, and 
operating income increased 22.8%. Sales of LCD-related 
products benefited from both the expansion of the FPD 
market and the increasing size of LCD panels within this 
market. Despite decreases in selling prices, sales of 
polarizing compensation films for LCD televisions were 
buoyant, as were sales of polarizing  films with wide 
viewing angle compensation for LCD monitors. Sales of 
semiconductor-related products were flat overall, although 
demand was solid for our advanced chip packaging resins 
and environment -friendly resins. Sales of circuit materials 
were stagnant, hit by lower prices of flexible printed 
circuits (FPCs) for cell phones, although sales of thin 
metal core boards for magneto resistive heads (MRHs) 
and FPCs for HDDs were strong. Sales of electronic 
processing materials benefited from a favorable climate 
within the semiconductor industry, which boosted sales of 
protection sheet, laminating equipment and chip package 
adhesion sheets for semiconductor manufacturing 
processes. As the electronic components industry began 
to recover in the second half of the fiscal year, processing 
materials for general electronic components enjoyed firm 
demand.
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