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Since its establishment as a textiles manufacturer in

April 1918, Nitto Boseki Co., Ltd. (Nittobo) has

continued to address the challenges of an ever-

changing society. Driven by an unwavering pioneer

spirit, the Nittobo Group has expanded into diverse

activities including glass fiber, building materials,

medical and other operations. Today, over 80% of

Nittobo’s consolidated net sales are made up of

nontraditional textile businesses.

Underpinned by its corporate mission, to help

build a healthier and more comfortable living env-

ironment, the Nittobo Group is dedicated to

responding flexibly to customer requirements and

changes in society, while maintaining sustained

growth and development.

Forward-Looking Statements

This annual report contains forward-looking statements

concerning the Company’s business plans, strategies, and

performance based on information available to management

at the time of disclosure. Accordingly, readers are advised that

actual results may differ from forward-looking statements for a

variety of factors.
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Net Sales (Millions of yen) Operating Income (Loss) (Millions of yen)

Net Income (Loss) (Millions of yen)
Total Assets/Total Shareholders’ Equity
(Millions of yen)

Consolidated Financial Highlights

Thousands of
Millions of yen U.S. dollars

Years ended March 31 2005 2004 2005

Net sales ¥ 130,292 ¥ 127,312 $ 1,213,258

Operating income 6,908 3,251 64,326

Income before income taxes and minority interests 6,471 3,165 60,258

Net income 3,158 1,870 29,404

Total assets 162,904 161,549 1,516,940

Total shareholders’ equity 62,128 61,070 578,529

Per share data:

Net income (Yen/Dollars) ¥    12.76 ¥    7.56 $ 0.119

Cash dividend (Yen/Dollars) 3.00 3.00 0.028

Shareholders’ equity ratio (%) 38.1 37.8

Return on equity (%) 5.1 3.1

Notes: 1. Yen amounts have been translated into U.S. dollars, for convenience only, at the rate of ¥107.39=US$1 (March 31, 2005).

2. The computation of net income per share is based on the average number of issued shares (excluding treasury stock).
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In fiscal 2005, the fiscal year ended

March 31, 2005, the Japanese economy

experienced mixed conditions. In the

first half, operating conditions enjoyed

a soft recovery on the back of increases

in exports, private sector capital ex-

penditure and personal consumption. In

the second half, this recovery stalled,

impacted by a slump in export activity,

inventory adjustments by IT-related

fields and the sharp rise in crude oil and

other raw material prices.

Against this backdrop, and in the

second year of Nittobo’s medium-term

management plan, the Company

continued to implement a variety of

measures aimed at restructuring the

Group’s overall earnings platform. Based

on these efforts, Nittobo experienced a

year-on-year improvement, buoyed by

the relatively favorable glass fiber

products business environment.
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To Our Shareholders

Katsumi Minamizono
Head of Textiles Division

President and Representative Director
June 2005



Consolidated Business Results
In Japan’s textile industry, which is characterized by an

increasing shift toward production and sales in China,

apparel consumption remained weak. Conditions were

exacerbated in the second half by inclement weather, further

impacting sales, resulting in an extremely harsh operating

environment.

Despite a drop in public sector investment, conditions in

the building materials industry tended toward recovery,

spurred by a solid increase in housing starts. This reflected

measures to reinforce preferential taxation and energy

conservation standards. At the same time, positive conditions

were fueled by a year-on-year increase in nonresidential

construction starts. Earnings, on the other hand, experienced

severe downward pressure, owing to the sharp rise in raw

material and fuel costs.

While IT-related demand in the glass fiber products

business was strong in the first half, conditions took a turn

for the worse in the second half as the sector entered an

inventory adjustment phase. Overall demand in the industry

was steady owing to building and residential demand from

the increase in housing starts, positive support from the

automotive industry and demand for industrial applications.

Against this backdrop, and in the second year of Nittobo’s

medium-term management plan, the Company continued to

implement a variety of measures aimed at restructuring the

Group’s overall earnings platform. Based on these efforts,

Nittobo experienced a year-on-year improvement, buoyed by

the relatively favorable glass fiber products business

environment.

As a result of these and other factors, consolidated net

sales edged up 2.3% compared with the previous fiscal year to

¥130,292 million. Operating income surged ¥3,657 million

year on year to ¥6,908 million.

Net income was impacted by a number of factors.

Nittobo reported an extraordinary profit totaling ¥3,274

million, which included profit on sales of investments in

securities of ¥2,982 million. The Company incurred an

extraordinary loss amounting to ¥3,455 million, of which

¥2,618 million was attributed to loss on repurchase of land.

As a result, net income for the period was ¥3,158 million, an

increase of ¥1,288 million compared with the previous fiscal

year.
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Consolidated ROE (%) Consolidated ROA (%) Interest-Bearing Debt 
(Millions of yen)

Interest-Bearing Debt Ratio 
(%)
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Medium-Term Management Plan
Nittobo formulated its three-year management plan, which

commenced from the fiscal year ended March 31, 2004, with

the aim of reinforcing its business platform. This medium-

term plan is founded on six fundamental principles:

(1) Reducing costs across the board and creating added-value

(2) Reinforcing existing businesses

(3) Strengthening domain management

(4) Enhancing technology and development capabilities

(5) Cultivating new businesses

(6) Strictly promoting management efficiency within each

business domain by ensuring optimal asset and liability

management

Management Policy
As a manufacturer engaged in diverse activities, the Nittobo

Group is guided by its underlying corporate mission to secure

the confidence of the society that it serves, to ensure its

position as a going concern, and to consistently increase its

corporate value. To this end, and to address the continued

impact of intense global competition, and remain a trusted

partner of shareholders, customers, employees, and the

communities in which it operates, the Nittobo Group will

observe a strict code of corporate conduct that emphasizes

open, fair and transparent management, and concern for the

global environment.

Corporate Governance and Compliance
Nittobo strives to build an open and transparent

management structure with the aim of securing the trust of

its stakeholders, including shareholders and investors.

Nittobo has established the Audit Office as an

independent internal audit structure comprising two

personnel. The mandate of the internal audit structure is to

audit and monitor the execution of business operations

Company-wide. Nittobo has also adopted an audit system

comprising four corporate auditors, of whom two are external

appointments.

Furthermore, we introduced an executive officer system in

June 2003, under which all directors hold the concurrent

position of executive officer. In an effort to further clarify the

distinction between the management and executive functions,

and to enhance flexibility and efficiency in Nittobo’s business

activities and corporate governance, we revised this executive

officer system in March 2005. From June 2005, only the

President and Vice President shall maintain the concurrent

executive officer positions; all other directors shall focus on

the decision-making function and supervision of the

executive function. Together with corporate auditors and the

audit function, Nittobo will work to enhance and reinforce

its corporate governance structure.

As part of the Group’s efforts to ensure strict internal

control, Nittobo formulated its “Mission Statement,” “Code

of Behavior,” and “Rules for Crisis Management.” A

4



Corporate Conduct Committee was also established to

promote increased compliance awareness.

Dividend Policy
Nittobo has positioned the appropriate return of profits to

shareholders as a key management issue. While considering

earnings performance, corporate financial standing, and

maintaining an adequate level of retained earnings to meet

the Company’s working capital and investment needs,

Nittobo is committed to a stable dividend to all shareholders.

Retained earnings shall be applied toward active investment

in business growth, efforts to reduce costs, quality assurance,

and business reinforcement. Accounting for these and other

factors, Nittobo has decided to pay a cash dividend of ¥3 per

common share, unchanged from the previous fiscal year.

Fiscal 2006, Nittobo’s 145th accounting period, is the

final year of its current three-year medium-term management

plan. The Group is unified in its efforts to build a solid

business platform to further strengthen and accelerate

business operations, and to achieve structural reform of the

Group’s overall earnings platform.

In closing, pursuant to the Board of Directors’ resolution

at a meeting held on March 15, 2005, I am honored to

accept the appointment as President succeeding Mr. Atsuhiko

Sagara. In my capacity as Company President, I will do my

utmost to promote and realize Nittobo’s established mission

and objectives.

We ask for the continued support and understanding of

all stakeholders as we pursue these efforts.

Katsumi Minamizono
Head of Textiles Division

President and Representative Director
June 2005

5Annual Report   2005



6

Overview by Segment

Glass Fiber Products 34.5%

Building Materials 39.9%

Textiles 12.3%

Real Estate Utilization 1.6% 

Other Operations 11.7%

•Yarn (C·S·Y®)

•Textiles

•Interlining and other garments accessories

•Functional Materials

•Nittobo dishcloth

•Real estate operations, sports facilities 

business

•Nonlife and life insurance agency

•Medical operations

>Clinical diagnostic reagents in biochemistry, 

hematology and immunology

•Specialty chemical operations

>Dye fixative, papermaking additives, metal 

surface agents, additives for inkjet paper

•Engineering operations

>Sound and noise abatement systems, water 

treatment facilities

•Drink operations

>Soft drinks and PET bottles

•Building management and other security operations

Consolidated Net Sales by Segment
Year ended March 31, 2005

Glass Fiber Products Division

Building Material Division

Textiles Division

Real Estate Utilization Division

Other Operations

•Glass fiber for FRP* and FRTP**

•Glass yarn

•Glass fabric

•High tensile strength glass fiber

•Acid-resistant glass fiber

•Glass fiber products for industrial 

applications

* Fiber reinforced plastic

** Fiber reinforced thermoplastic

•Fireproof, acoustic rock 

wool ceiling panels

•Floor panels

•Thermal insulation, acoustic and 

fireproof materials

•FRP panels

•External thermal insulation systems

•Asbestos and dioxin removal work
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Drawing on its proprietary technology, Nittobo succeeded in the commercial production of glass fiber in 1938

and this acts as the pivotal business in the Company’s diversification strategy. Possessing unrivalled expertise in

the production of extra fine glass fiber yarn (continuous glass fiber-type yarn), our technological superiority has

come to be expected in this cutting-edge technology field. From the manufacture of the yarn, through textile

treatment to the development of composite materials in one cohesive organization, there are few companies in

the world that match Nittobo.

Nittobo was Japan’s first industrial producer of rock wool, commencing commercial activities in 1938. While

rock wool still forms the nucleus of the Company’s Building Materials Division, the extensive development of

other materials such as glass wool and phenolic resin foam as insulation and acoustic paneling is also

undertaken. The product range includes such interior decorating materials as fireproof, acoustic rock wool

ceiling panels, a variety of floor panels etc., and environmentally friendly FRP panels and thermal insulation

systems for exterior use. All of our products are lifestyle-enhancing.

The Textiles Division has occupied a key position in Nittobo’s business activities since the Company’s

founding. Using its consistently high level of product development and technical expertise from spinning to

apparel, the Company continues to supply quality designs and develop high-value-added, functional, and

innovative materials. We are committed to developing products that match the needs of the market and

currently boast a core product lineup that includes the stretch Core Spun Yarn (C·S·Y®) and apparel

interlinings.

The Real Estate Utilization Division leases office space in the Nittobo Building, an “intelligent” building in

Tokyo’s Yaesu business district, and retail space at a mall in Koriyama. In the sports facilities business, Nittobo

takes full advantage of its property portfolio, managing a golf driving range, Atago Golf Garden, in the grounds

of our former Shizuoka Plant, as well as Renaissance Fukushima—a comprehensive sports club—on the site of

our Fukushima Plant. This segment also includes our service operations, through which we provide nonlife and

life insurance agency services.

In medical operations, Nittobo develops clinical diagnostic reagents in three fields—biochemistry, hematology,

and immunology—with the aim of delivering products that contribute to the medical sector in up-to-date

fields. Our specialty chemical operations have developed numerous original polymer materials using specialist

expertise. The Company is active in application research and maintains a top market share with DANFIX, a

dye fixative. Based on know-how accumulated over many years, Nittobo’s engineering operations develop new

businesses in the field of environmental engineering, such as sound suppression for civil engineering. This

segment also includes businesses in the drink, building management, and security operation fields.

Net Sales (Millions of yen)

Net Sales (Millions of yen)

Net Sales (Millions of yen)

Net Sales (Millions of yen)

Net Sales (Millions of yen)
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Glass Fiber Products Division

Overview
The Glass Fiber Products Division is one of

Nittobo’s core divisions, and accounted for 34.5%

of net sales in the fiscal year ended March 31,

2005. Of its mainstay products, the Company

boasts a leading share in Japan of glass fiber yarn

and glass fiber fabric for electronic material use.

Other products include glass fiber for f iber

reinforced plastic (FRP) and fiber reinforced

thermoplastic (FRTP) for use in home appliances,

electric, and electronic-related components,

automobiles, and glass fiber fabric products for

construction and civil engineering application.

Operating Results
Business conditions were favorably impacted by Olympic-

related demand during the first half as well as robust activity

in digital electric home appliances including large plasma and

LCD TVs, HDD and DVD recorders, and third-generation

(3G) mobile phones. Moreover, demand for replacement PCs

and enhancements in automobile applications saw strong

growth in the IT sector.

Against this backdrop, and in its glass fiber yarn and fabric

(IC cloth) for printed circuit board substrates business,

Nittobo recorded strong sales of its high-value-added

mainstay products such as ultrathin fabric, smart surface

cloth, and fine yarn. Despite a downturn during the second

half, prompted by inventory adjustments in principal sectors,

strong growth in the first half contributed to a significant

increase in earnings.

Results for glass fiber for FRP and FRTP improved

dramatically on the back of healthy shipments to major

distributors for use in home appliances, electric and

electronic-related components, and automobiles.

Performance was also boosted by an upward revision in

prices, fueled by mid fiscal year robust demand.

Conditions in the industrial fabric market were essentially

unchanged from the previous fiscal year. Sales for mainstay

applications such as construction and civil engineering were

depressed due to continued restraints on public works. This

was more than offset, however, by solid demand for

automobile applications and use as architectural membranes.

Accounting for these and other factors, net sales in the

Glass Fiber Products Division climbed 9.3% compared with

the previous fiscal year to ¥44,958 million. Despite the

impact of an increase in raw materials and fuel costs, and

spurred by the growth in sales, operating income surged to

¥4,290 million, approximately 3.7 times higher than the

previous fiscal year.

Net Sales (Millions of yen) Operating Income (Loss)
(Millions of yen)

Tadanori Kitamura
Head of Glass Fiber Products Division

Managing Executive Officer
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Business Strategy
The Glass Fiber Products Division is affected by substantial

and volatile changes in IT-related demand. Accordingly,

profit stability is a key concern.

In its glass fiber yarn and fabric for printed circuit board

substrates business, Nittobo has introduced high-value-added

mainstay products such as fine yarn and ultrathin fabric,

which remain resilient to downward pressure on product

prices. In addition, the Company is adopting measures to

develop innovative products in anticipation of new demand

in its IC cloth business, where manufacture of thin fabric

exceeds approximately 80% of total production. To further

combat concerns relating to profit stability, Nittobo has

launched its NE glass fiber with enhanced low dielectric

constant in the thin fabric market in expectations of increased

demand for high-speed digital communication applications.

Through these initiatives, we are leveraging our strength as a

comprehensive manufacturer of composite glass materials

from yarn development through to fabric processing. On the

overseas front, Nittobo is evaluating the benefits of a global

production and supply structure. Incorporating the

construction of new production facilities, we are looking

toward expanding global market share, particularly in China

where a substantial increase in demand is forecast. For

general-purpose low-count yarn, Nittobo focuses on

production at its manufacturing base in Taiwan. Thick and

standard fabrics are manufactured in Macau. By optimizing

use of its manufacturing network, Nittobo strives for flexible

production in line with changes in demand.

Conditions for glass fiber for FRP and FRTP will become

increasingly harsh as low-priced imports from China enter

the market. To combat this adverse situation, Nittobo is

endeavoring to cultivate new markets and products. In

particular, the Company is enjoying strong sales of cocoon-

shaped cross-sectional glass fiber in the automobile-related

market, prompted by demands for lightweight chassis, and

the shift from metal components to glass fiber for FRTP. In

addition, we developed a flat cross-sectional glass fiber as the

basis for cocoon-shaped cross-sectional glass fiber

development. This cross-sectional glass fiber offers an oval

aspect ratio of 1:4, and when compared with conventional

round-shaped cross-sectional glass fiber offers significant

improvements in impact resistance, warpage dimensional

stability, and fluidity during injection molding. Nittobo’s

unrivalled technology has contributed to the manufacture of

flat cross-sectional glass fiber and is expected to serve as a

driver of future growth.

Currently, industrial fabric accounts for approximately

20% of segment sales. Supported by demand from a variety

of fields, however, industrial-use fabric serves an integral role

in securing stable profits for the Glass Fiber Products

Division. In recent developments, Nittobo acquired the

Textoglass business of Kanebo, Ltd. in March 2005, with the

aim of further strengthening its business. With access through

the Textoglass business to new markets including aircraft,

shipping, and welfare, Nittobo estimates an increase in

annual sales of approximately ¥3.0 billion. In the future, we

will integrate existing products with those recently acquired

with the aim of increasing productivity while reducing costs.

In addition, we will redouble efforts in product development.

In June 2005, Nittobo launched a smokeproof panel for

large-scale retail facilities, which is currently in use at a major

supermarket complex.

Confronted with a sharp increase in raw material and fuel

prices, Nittobo will continue its pursuit of efficient

consumption and application. At the same time, we will

examine alternative measures and shift to environmentally

conscious products such as natural gas after due consideration

to costs and other factors.

Flat Cross-Sectional Glass Fibers
By reducing warpage and improving impact tenacity, Nittobo’s proprietary FRTP cocoon-shaped

cross-sectional glass fiber offers a host of advantages over the conventional round-shaped cross-

sectional glass fiber. The Company is also focusing on sales following product refinement, and the

development of a flat cross-sectional glass fiber that offers an oval aspect ratio of 1:4 and new

applications. This flat cross-sectional glass fiber boasts extraordinary advances in impact resistance,

warpage dimensional stability, and fluidity during injection molding, and is expected to contribute

to the development of lightweight automobile components.
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Building Materials Division
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Overview
Nittobo’s Building Materials Division is composed

of thermal insulation and sound absorption

materials, interior materials, and exterior materials.

The main products in the thermal insulation and

sound absorption materials segment are a wide

range of rock wool, glass wool, and phenol foam

thermal and acoustic insulation materials. In the

interior materials segment, the Company offers

fireproof acoustic ceiling panels made from rock

wool and various types of flooring. The exterior

materials segment handles a line of flat and

corrugated FRP panels and exterior thermal

insulation systems. In the environmental

improvement business, Nittobo is also engaged in

the removal of asbestos and dioxins.

Net Sales (Millions of yen) Operating Income (Loss)
(Millions of yen)

Toshiaki Oouchi
Head of Building Materials Division

Managing Executive Officer

Operating Results
In the fiscal year ended March 31, 2005, the business

environment was affected by the continued falloff in public

works projects. However, the number of residential housing

starts increased compared with the same period last year due

to favorable revisions to preferential taxation and energy

conservation standards. And certain sections of nonresidential

construction starts also increased, showing sign of a pickup

partly due to the economic recovery. Despite this overall

positive climate, business conditions remained harsh, due to

downward pressure on earnings, impacted by the sharp rise in

the price of coke and other raw materials and fuels.

In thermal insulation and sound absorption materials, rock

wool sales for facility and plant application suffered due to a

decline in public works projects. Sales increased for residential

applications, however, fueled by the increased acceptance of

energy conservation measures. Glass wool sales increased,

owing mainly to the increase in residential housing starts and

the recovery in nonresidential capital expenditures. As a result,

revenues from thermal insulation and sound absorption

materials saw a year-on-year increase.

In interior materials, the Company increased the volume of

its sales of fireproof acoustic ceiling panels in exports mainly to

Korea. On the other hand, domestic sales fell slightly owing to

the drop in office building construction starts in Japan. While

sales for general floor materials rose due to increased

marketing efforts in general-purpose tiles, overall sales of floor

materials declined as a result of the decision to terminate OA

double-flooring system sales. Accounting for all these factors,

revenues decreased in interior materials.

Overall results in exterior materials improved. As a result of

the extraordinary impact of typhoons and inclement weather,

demand rose significantly for flat and corrugated FRP panels.

Sales of exterior thermal insulation systems, a means to address

energy conservation concerns, also picked up.
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In addition, environmental improvement activities in

asbestos and dioxin removal work increased leading to an

improvement in sales.

Buoyed by these positive factors, sales for the Building

Materials Division rose 4.0% compared with the previous

fiscal year to ¥52,028 million. Despite the impact of a sharp

increase in raw materials and fuel prices, Nittobo endeavored

diligently to reduce plant cost through the enforcement of

total productive maintenance (TPM) activities. The Company

was also successful in curtailing selling, general and

administrative expenses, resulting in improved earnings in

each of thermal insulation and sound absorption materials,

interior materials, and exterior materials. Accounting for these

and other factors, operating income surged approximately 2.1

times year on year to ¥1,454 million.

Business Strategy
The building materials industry in Japan is faced with

continuing harsh operating conditions. On the world stage,

technological and cost competition is becoming increasingly

intense. Faced with these conditions, the Building Materials

Division is undertaking simultaneous efforts to improve

existing business, as well as develop new businesses and

products.

In the area of its existing businesses, the market in Japan

offers limited potential for increased demand. Accordingly,

Nittobo is focusing on expanding sales overseas, particularly in

Korea, China, Taiwan, and Southeast Asian countries. In

terms of expenses, the Company is concentrating on reducing

manufacturing and distribution costs. On the manufacturing

front, we are conducting a thorough review of the cost of raw

materials, suppliers, procurement methods, and every facet of

the production process, while implementing TPM activities.

For distribution, the Company is taking steps to establish a

new distribution system.

Nittobo is also endeavoring to carve out new demand in

the building material market by the development of new

products, which leads to increased sales. These efforts begin

with new products recently launched by the Company

including: “Commerceton,” a rock wool ceiling panel for

retail stores; “V-Guard,” a rock wool non-wet felted fire-

resistant material; “SuperFoam,” a highly functional heat

insulation phenolic material; “Olefin,” a polyolefin-based

plastic flooring tile; and “Xin Board,” a magnesium cement-

based sheet. 

In addition, we are working to develop new applications,

new fields, and new technologies in rock fiber, in an effort to

develop new products. In the development of the new

businesses utilizing the Company’s rock wool melting facilities

and technologies, Nittobo is further pursuing its materials

recycling business, which collects industrial waste generated by

the ceramics industry, including asbestos and reuses it to

produce rock wool.

“Commerceton”
In February 2005, Nittobo launched “Commerceton,” a rock wool decorative ceiling panel for use

in commercial and retail facilities. “Commerceton” is an all purpose decorative panel that can

accommodate any retail environment, from the smallest one square shop to convenience stores,

supermarkets, and large-scale shopping complexes. Its distinguished features include: (1) recycling

potential during renovation; (2) economical pricing as compared with conventional rock wool

ceiling panels; (3) ease of use, a low weight and simplicity of application to ceilings; (4) cost

performance, “Commerceton” can reduce heating and cooling costs owing to its thermal insulation

properties; (5) convenience and comfort, “Commerceton” effectively suppresses sound, especially

the human voice, to provide a relaxing environment for customers; (6) environmentally conscious,

“Commerceton” does not use formaldehyde as a base material; and (7) aesthetic appeal,

“Commerceton” has a fresh, simple, and attractive surface. With these outstanding qualities,

Nittobo is anticipating significant growth through sales in the commercial and retail facility market.
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Overview
Nittobo’s Textiles Division is mainly engaged in the

manufacture and sale of stretch fabric Core Spun

Yarn (C •S •Y®) and adhesive interlining for apparel.

Developed over many years from the Company’s

spinning technology, C •S •Y®, is a product with

broad application, and is used as spun yarn,

textile, and clothing fabric. Nittobo’s interlining

products are based on its proprietary dyeing

process technology. The development process for

interlinings includes raw materials through cutting,

sewing, the finished product, and disposal. This

product also incorporates concerns for con-

sumption across each step of the manufacturing

process.

Net Sales (Millions of yen) Operating Income (Loss)
(Millions of yen)

Hideo Ishimoto
Senior General Manager of Textiles Division

Executive Officer

Operating Results
In the fiscal year ended March 31, 2005, the business

environment for textiles was characterized by a fundamental

shift in production and sales to China and the continued

slump in consumption in Japan. Consumption was further

impacted in the second half of the fiscal year by inclement

weather, which produced a significant drop in consumption.

As a result of these and other factors, conditions in the

Textile Division were extremely difficult.

Against this backdrop, sales volumes of C·S·Y® continued

their downward spiral as stretch fabrics became more

commonplace, products moved away from the use of stretch

fabrics, and prices declined. In addition, production

adjustments at the Company’s Niigata Factory generated an

increase in costs. As a result, Nittobo experienced a drop in

revenues and earnings in this division.

In adhesive interlinings, sales volumes declined leading to

a drop in revenues. This was attributed to the growing trend

toward local procurement by sewing operations in China and

continued contraction in the market in Japan. Despite efforts

to promote highly functional products, sales failed to

increase. As a result, overall sales in this segment declined

compared with the previous fiscal year.

On a positive note, sales volumes at Nittobo (China) Co.,

Ltd. increased. Net sales, however, were on par with the

previous fiscal year reflecting a drop in sales prices. In

connection with costs, the company experienced increases in

secondary raw materials such as crude oil. This was

exacerbated by revision to exports duties and imports, which

resulted in an increase in taxes. As a result, earnings for the

fiscal year under review declined.

Accounting for these and other factors, sales in the

Textiles Division decreased 12.6% to ¥16,009 million. While

the Company’s domestic sales subsidiary Nippon Haskell

Co., Ltd. saw a return to profits, the substantial drop in sales

volumes and increase in manufacturing costs contributed to a
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decline in earnings. For the fiscal period under review, the

Textiles Division incurred an operating loss of ¥177 million,

a reversal of ¥234 million.

Business Strategy
Conditions for the fiscal year ending March 31, 2006 are

forecast to remain unchanged from the fiscal year under

review. Nittobo anticipates extremely harsh conditions for

C·S·Y® products, as China’s presence in basic materials,

including textiles and second-generation products, continues

to expand at an increasing pace, and products flow into the

domestic market. In downstream markets for adhesive

interlinings, apparel, and textile company activities in Japan

remain sluggish. Conditions are also characterized by the shift

of procurement and manufacturing to China.

Faced with these conditions, Nittobo is committed to

rebuilding its manufacturing and sales businesses with the aim

of returning to a profit. For the fiscal year ending March 31,

2006, Nittobo is targeting operating income of ¥100 million.

In the textiles market, stretch fabric C·S·Y® has rapidly

become more commonplace and low-priced products from

China continue to flood Japan’s market. This has impacted

the price competitiveness of Nittobo’s products and results in

a drop in sales. This inflow is beginning to taper, however,

difficult conditions are forecast for some years into the future.

For these reasons, the Company has adopted drastic measures

over the past three years including a comprehensive review of

measures designed to expand the market, production levels in

line with current conditions, and steps to rebuild the

Company’s manufacturing platform. In this context, Nittobo

will scale production at its Niigata Factory to current market

needs. In specific terms, from an annual production of 40,000

spindles, the Company will streamline operations to

approximately 7% of current output with the aim of achieving

better balance between demand and supply. In addition,

Nittobo undertook a restructuring of its organization in July

2005 as part of efforts to implement selection and focus

initiatives. With the aim of ensuring prompt delivery in

response to customer needs, the Company has streamlined

operations integrating into a single products area the

previously separated materials and textile-related groups.

Throughout the fiscal year ending March 31, 2006, Nittobo

will continue to implement extraordinary measures with the

aim of cementing a platform capable of securing profits and a

reduction in costs.

Nittobo has also taken steps since fiscal 2004 to reorganize

its manufacturing and sales structure in the apparel interlining

business. The Company’s principal manufacturing factory,

Itami Production Center, has been reorganized and

concentrates on the manufacture of adhesive interlinings.

Strengthening the overall control of manufacturing to secure

prompt delivery in response to customer needs, development,

and distribution functions, front-end processes were

transferred to subsidiary company Bunkyo Seiren Co., Ltd. in

December 2004. Furthermore, Nittobo stepped up

collaboration with Nippon Haskell becoming responsible for

the marketing and sales function. Through these measures,

completed in fiscal 2004, the Company reinforced its Group

management structure creating a platform capable of Group-

wide cost reduction. In the fiscal year ended March 31, 2005,

Nippon Haskell recorded a profit compared with the loss in

the previous fiscal year. This turnaround is in part a measure

that the Company is on track with those measures

implemented to date.

Nittobo is confident the platform is in place for market

growth in China. Despite a decline in interlining profits at

Nittobo (China) sales volumes increased. In the future, the

Company plans to adopt measures to expand sales in China.

In this regard, we will bolster local marketing sales utilizing

production scale of approximately 2,000,000m per month.

Leveraging the channels established through its interlining

business, and effectively utilizing its marketing offices in Hong

Kong and Shanghai, Nittobo is looking to secure a foothold in

China in the market for C·S·Y®.

Functional Materials
In April 2005, Nittobo spun off its functional materials business as an independent operation. Leveraging the technology accumulated in

adhesive interlining activities, this business will strive to cultivate business in a variety of fields including apparel materials as well as in

industrial material areas. In care seats, Nittobo is anticipating market growth particularly in automobile-related areas such as plastic film and

Spunfab-shaped adhesive materials. Furthermore, in the glass fiber products, building materials, and other businesses, Nittobo will promote

increased collaboration in an effort to develop new materials and products and to cultivate new markets.
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Overview
In the Real Estate Utilization Division, Nittobo

strives for the efficient application of its land and

property holdings. The Division is engaged in the

leasing of office buildings and stores as well as the

management of golf driving ranges and compre-

hensive sports clubs. In building leasing oper-

ations, we mainly lease space in the Nittobo

Building, an “intelligent” office building located in

Yaesu, Tokyo. In store leasing operations, we offer

retail space in commercial facilities, mainly at The

Mall Koriyama, formerly the site of our Koriyama

Plant. In sports facilities, Nittobo manages the

Atago Golf Garden, located on its former Shizuoka

Plant site and the Renaissance Fukushima

comprehensive sports club, on the site of its

Fukushima Plant.

Operating Results
Results in the sports facilities business were steady buoyed by

the stable base of existing members and various measures to

attract new customers. In office building leasing, however,

sales declined, impacted by prolonged weakness in leasing

markets and tenant turnover throughout the period.

Accounting for these factors, and the affect of withdrawal

from the commercial facility Suzuka Saty in December 2003,

sales in the Real Estate Utilization Division fell 18.8%

compared with the previous fiscal year to ¥2,120 million,

while operating income dropped 30.9% to ¥597 million.

Business Strategy
While the Company’s primary business is mainly in the

manufacturing sector, Nittobo’s operations in sports facilities,

office building leasing, insurance services, and other

businesses, continue to grow at a steady pace. In the future,

we will step up efforts to improve service quality, enhance

customer satisfaction, and bolster performance. In connection

with the Company’s idle land, Nittobo will consider future

application based on due diligence and an assessment of

operating conditions.

Net Sales (Millions of yen) Operating Income  
(Millions of yen)

Toru Dogakinai
Head of New Business Operation

& Promotion Division
Managing Executive Officer

Nittobo Building located in Yaesu, Tokyo
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Operating Results
In the field of clinical diagnostic reagents, the Medical

Division confronted difficult conditions characterized by a

drop in drug prices and analysis fees and increasing

competition among manufacturers fueled by efforts at

hospitals to improve management efficiency. Against this

backdrop, the Division recorded an increase in sales mainly

from the export of diagnostic reagents. Impacted by the

increase in competition, diagnostic methods experienced

significant change. Pressure mounted for more potent

reagents, significantly affecting sales of antiserum materials,

which resulted in a drop in earnings.

In functional-polymer products of our specialty chemicals

operations, sales were slightly down in dye fixatives. This,

however, was offset by growth in products for home use,

resulting in an increase in both revenues and earnings. The

term of an overseas License Patent relating to the

manufacture of Polyallylamine hydrochloride (PAA) in the

US and Europe ceased in March 2005.

Engineering operations sales fell slightly compared with

the previous year. Despite an increase in sales for industrial

machinery-related products due to the completion of large-

scale plants, results from sound suppression products and

highway sound barriers were impacted by the continued

slump in public works projects and the decline in the number

of construction projects and prices. Despite these conditions,

Nittobo strove to streamline costs in industrial machinery-

related operations and to curtail expenses on a project basis

for sound suppression products. Furthermore, withdrawal

from the shield construction sound insulation business in the

previous fiscal year contributed to an increase in earnings.

In beverage operations, sales in the first half were robust

reflecting the intense summer conditions. In the second half,

however, sales declined due to inclement weather. Results

were also impacted by the withdrawal of Nitto Foods Ltd. in

February 2005. As a result food and beverage operations

reported a drop in revenues and earnings.

As a result of all these and other factors, sales in the other

operations segment edged down 0.4% year on year to

¥15,177 million. Operating income, on the other hand, rose

16.0% to ¥1,295 million reflecting improvements in the

engineering business.

Net Sales (Millions of yen) Operating Income  
(Millions of yen)

Overview
In medical operations, Nittobo develops clinical

diagnostic reagents in three fields — biochemistry,

hematology, and immunology — with the aim of

creating products that contribute to modern

medicine. 

Our specialty chemicals operations are

developing new polymer materials with specialist

technologies. The Company is active in application

research and maintains a top share in “DANFIX,” a

dye fixative. 

Nittobo’s engineering operations concentrate on

environmental engineering, mainly plant eng-

ineering and sound suppression for highways,

based on rock wool and glass wool know-how and

technology accumulated over many years. 

This segment also includes businesses in the

fields of beverages, building maintenance and

security.



absorbency, and metal collectibility. Specifically, the

Company is looking to enhance properties and produce

hybrid functions through polymerization with other

substances.

In PAS and PAA activities, Nittobo has structured

development toward application as dye fixatives; corrosion

inhibitor for steel plates; flocculant agents; and inkjet

fixatives. The Company has attained a top share in each of

these areas. In the future, we will work to further enhance

functions through combination with other substances,

produce hybrid products, and further expand applications,

leveraging the properties of water-soluble polymers.

• Engineering Operations

Highway-related public works projects currently face harsh

conditions. Accordingly, Nittobo is confronted with

significant pressures to review its sound absorption panel

business for the traditional engineering field. Against the

backdrop of severe operating conditions, the Company

commenced sales of “Nittobo aestuver T,” a fireproof board

for tunnels from March 2005, and is working to expand

business in areas other than civil engineering. In addition,

Nittobo is developing new products that address market

needs such as Dephond® Ceramics, an attractive, easy-to-

maintain ceramic noise-absorption panel, polycarbonate

transparent soundproofing, and other materials. In audio

materials, the Company established a new audio research

facility in July 2005 and is conducting research in sound

insulation and absorption, and electromagnetic wave

absorption. Nittobo is also entering new fields in the

automobile industry through efforts to expand existing

businesses and to develop systems in sound source search and

noise identification.
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Business Strategy
In June 2005, Nittobo consolidated its Real Estate

Utilization Division with the Medical, Specialty Chemicals,

Engineering, and Other activities of Other Operations to

form the New Business Operation & Promotion Division.

The objective of the Company is to nurture these activities

and establish a fourth pillar of business on par with its

mainstay divisions of Glass Fiber Products, Building

Materials, and Textiles. Leveraging its strengths in

manufacturing, Nittobo will endeavor to reinforce efficacy

and its capabilities in marketing. Considering all avenues,

including the possibility of M&A, the Company will work to

expand its activities in the Medical, Specialty Chemicals, and

Engineering business domains.

At the same time, we established the New Business

Promotion Office within the New Business Operation &

Promotion Division. This office will collaborate with the

development personnel and research facilities of each of the

Company’s operating divisions, and the research departments

of public institutions and the private sector with the aim of

cultivating new businesses.

• Medical Division

Boasting established platform technologies at both the

academic and technical levels in biochemistry and

immunology, the Medical Division is focusing its attention

on the gene technology research and development theme.

Through academic-industry cooperation, Nittobo has

developed the technology to extract the features and

characteristics of beneficial protein through genetic

modification. The Company is now pursuing proprietary

production as it moves toward commercial application. In

these endeavors, Nittobo is not burdened with additional

capital expenditure, utilizing existing facilities for production.

These efforts are expected to provide annual earnings of

approximately ¥100 million. In addition, as the Company

increases its capabilities in drug development, expansion into

new business fields is anticipated. The benefits of proprietary

production are scheduled to arise in the second half of fiscal

2005.

• Specialty Chemical Operations

In the field of water-soluble polymers (polyallylamine (PAA)

and polyaminesulfone (PAS)), where commercial production

is considered impossible, Nittobo is pursuing efforts to

develop products that fully utilize the superior properties of

PAA and PAS such as antibacterial activity, formalin Clinical diagnostic reagents



17Annual Report   2005

Supervision of the executive function and internal control systems

Corporate Governance and Compliance

Corporate Governance 
Basic Policy

Nittobo strives to build an open and transparent

management structure with the aim of securing the trust of

its stakeholders, including shareholders and investors.

Corporate Governance Structure

Nittobo has established an Audit Office as an independent

internal audit structure comprising two personnel. The

mandate of the internal audit structure is to audit and

monitor the execution of Company-wide business operations.

Nittobo has also adopted an audit system comprising four

corporate auditors, of whom two are external appointments.

Furthermore, we introduced an executive officer system in

June 2003, under which all directors hold the concurrent

position of executive officer. In an effort to further clarify the

distinction between the management and executive functions,

and to enhance flexibility and efficiency in Nittobo’s business

activities and corporate governance, we revised this executive

officer system in March 2005. From June 2005, only the

President and Vice President shall maintain the concurrent

executive officer positions; all other directors shall focus on

the decision-making function and supervision of the

executive function. The Board of Directors is therefore

composed of six members, including two executive officers,

and together with the audit function of corporate auditors,

will work to enhance and reinforce corporate governance

structure.

Compliance
As part of the Group’s efforts to ensure strict internal

control, Nittobo formulated its “Mission Statement,” “Code

of Behavior,” and “Rules for Crisis Management.” In efforts

to expand our follow up structure, a Corporate Conduct

Committee was established to strengthen implementation of

measures and promote increased compliance awareness. 

In addition, we also receive guidance from our corporate

legal counsel regarding compliance related matters. 
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