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Sus-tetsu-nable!*

* Aterm unigue to our Company, it combines steel and sustainability, both of which are essential to society

Steel is a material that can be reliably produced in
large quantities with less environmental impact

during manufacturing!

Steel is a material that can be reliably produced in large quantities at reasonable prices
thanks to technological developments, and its abundance in raw form as iron ore. Furthermore,
GHG emissions from the manufacture of steel are approximately one-fourth to one-fifth of
the emissions from aluminum or carbon fiber production.

The amount of COz emissions is overwhelmingly lower than other materials,

making it an environmentally friendly option.

World’s recoverable reserves of iron ore GHG emissions during material production
(per functionally equivalent component)

[
Iron ore represents 85%
of the earth’s metal resources
(approximately 180 billion tons).

About 1 80

billion tons

85«

Source: Mineral Commodity Summaries (2023)

Low
environmental
impact!

Steel Aluminum  Carbon fiber
(mild steel) reinforced plastic
(CFRP)

GHG emissions per unit of weight
(CO:z equivalent) (kg-COx2/kg)

Functionally equivalent weight (kg)

Source: World Auto Steel data

For more details, please see The Value of Steel = P.7-8
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Strategy to Create Value

Message from the CEO

JFE’s Biggest Transformation
Ever, Targeting Global Success

Through the completion of structural reforms, we will pivot from quantity
to quality and consistently secure high revenue. Simultaneously, we will
concentrate the collective strengths of the Group to accelerate the
development of decarbonization technologies.

Koji Kakigi

Representative Director,
President and CEO
JFE Holdings, Inc.

of the human resources department in the steel busi-
ness company, my feelings of anxiety and elation reso-

Our Vision nated with the basic stance of the current business
plan and its slogan, ‘JFE’s biggest transformation ever,
targeting global success.” Inimplementing this plan, our

The Seventh Medium-term Business Plan was formu- mission has been to be essential to society’s sustain-
lated in 2020, a time when the global economy was able development and to create safe, comfortable lives
crippled by the COVID-19 pandemic. In the core steel for people everywhere. With this in mind, we continue to
business, there was a period of uncertainty for the take on challenges aimed at transformation and achiev-
future as demand for steel plummeted, yet it was during ing environmental and social sustainability in addition to
this time that we thoroughly discussed and formulated economic sustainability. With regard to environmental
this business plan. As it was unknown when the pan- and social sustainability, our top management priority is
demic would end, we decided to extend the plan from to address climate change. To this end, we have formu-
three to four years, with consideration for our post- lated the JFE Group Environmental Vision for 2050 with
pandemic future.. Since then, significant changes have afocus onreducing CO: emissionsin the steel business,
arisen in society and the world economy, such as the contributing to reduction of CO2 emissions across the
surge in raw material and energy prices after Russia society intechnology development while viewing decar-
invaded Ukraine, and emerging economic security bonization as a path to business opportunities.
issues due to the U.S.-China decoupling. However, | am As for economic sustainability, although we achieved
confident that the fundamental direction of this busi- our medium-term targets in fiscal 2021, the first year of
ness plan is still on track. the business plan, conditions in the following year, includ-
JFE was established in 2002 through the merger of ing one-off effects such asinventory valuation differences
Nippon Kokan and Kawasaki Steel. At the time, as head and rapidly deteriorating economic conditions, prevented
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us fromreaching our goalsin fiscal 2022. | will elaborate on
this later, but after completing structural reforms in our
core steel business as of September 2023, we are firmly
committed to advancing our crucial pivot from quantity to
quality and surpassing our future targets.

CO: emissions reduction targets (10,000 tons/year)
Steel

Engineering
business
CO: CO: emissions E:;:;SS
emissions reduction contributions to
5,810 ' 18% 30% or CO2 reduction
more
4,760

Engineering [.,070

Steel business
business

Carbon neutral
Contributions to I
CO: reduction 2,500 by 2050

1,200 4

Fiscal 2013 Fiscal 2024 Fiscal 2030 Fiscal 2050
(CO:reduction  (final year of Seventh
baseline) Medium-term

Business Plan)

Despite the rapidly changing business environment,
JFE remains committed to achieving sustainable growth
under its corporate vision of “contributing to society
with the world’s most innovative technology.”

Consolidated business profits (billion yen)

3200
2224 2358

2021 (actual) 2022 (actual) 2023 (forecast) 2024 (target) (FY)

Il Consolidated business profits excluding inventory valuation differ-
ences (steel business)
Consolidated business profits

Review of Fiscal 2022 and
Future Outlook

Modest Profit Despite Challenging
Conditions in Second Year of Plan

Infiscal 2022, the second year of the business plan, the
economy continued to recover from the COVID-19 pan-
demic. However, the recovery was complicated by the
prolonged war in Ukraine, economic stagnationin China,
rising concerns about global inflation, yen depreciation,
price inflation, and supply constraints. Against this
backdrop, business profitin the steel business declined
due to factors such as inventory valuation differences
and fluctuations in foreign currency exchange rates.
Nevertheless, we made steady progress in building a
robust revenue structure that is not dependent on vol-
ume and market conditions, including by raising prices
to pass on the higher costs of primary raw materials and
other items, making efforts to increase the sales ratio of
high-value-added products, restructuring operations,
and renovating blast furnaces.

Regarding price hikes, we improved our spread* by 74
billion yen compared to fiscal 2021 by actively passing
on the rising costs of metals, energy, freight, etc.,
despite the harsh business environment characterized
by a slow recovery in domestic steel demand and a
slump in overseas steel prices.

*Margin after deducting costs of primary raw materials and other items
from selling prices

Outlook for Fiscal 2023 and Fiscal 2024
For fiscal 2023, despite weakness in the overseas steel
market, particularly in Asia, we forecast business profit
to increase 54.2 billion yen thanks to the completion of
structural reforms, price hikes, and the absence of one-
off factors that reduced profits in the previous fiscal
year. In the steel business, we expect to achieve our ini-
tial target of 10,000 yen in profit per ton of steel, exclud-
ing inventory valuation differences. Additionally, in the
plan's final year, fiscal 2024, we are targeting segment
profit of at least 260 billion yen, higher than the current
target of 230 billion yen. This will be possible by realizing
the full benefits of restructuring, worth about 45 billion
yen, as well as launching grain-oriented electrical steel
sheet productionlines and continuing to increase prices.
Notably, in September 2023 we successfully com-
pleted the final phase of our structural reforms to pivot
from quantity to quality by suspending upstream pro-
cesses at our Keihin district as planned. By reducing
domestic crude steel production capacity by approxi-
mately four million tons annually (about 13% of the total),
JFE Steel will cut fixed costs by 45 billion yen and acceler-
ate adjustments toits product mix. Since the steel indus-
try is capital intensive, there was a time when prioritizing
volume was the right strategy, but going forward we will
focus on increasing sales of high-value-added products
for the global market. We will reduce our production of
commodity products that are difficult to differentiate in
terms of value, and we will significantly reduce produc-
tion capacity through restructuring. At the same time, we
will leverage our technological capabilities to increasingly
sell high-value-added products that contribute to cus-
tomer value and are highly profitable.

JFE GROUP REPORT 2023

anjep @1ea4) 03 Abajelys

18



19

Strategy to Create Value

Message from the CEO

Specifically, JFE Steel is steadily increasing its sales
ratio of high-value-added products, mainly high-tensile
automotive steels, high-alloy seamless steel pipes,
automotive wire rods, and high-grade shaped steel for
export (shipbuilding). With additional contributions
from expanded capacity for non-oriented electrical steel
sheet, we are on track to achieve our medium-term target
of 50% sales of high-value-added products. In terms of
pricing, customers are recognizing that JFE offers value
commensurate with prices. We have already exceeded
our medium-term target for differences in the margins of
commodity versus high-value-added products.

The supply-demand balance for electrical steel used
in electric vehicle (EV) motors is likely to tighten as the
movement toward vehicle electrification gains momen-
tumworldwide. JFE Steel excels at producing high-grade
electrical steel that enables EVs to travel longer dis-
tances. The company aims to expand production capac-
ity for top-grade non-oriented electrical steel sheet
threefold compared to the current level by expanding its
production facilities for electrical steel at the West
Japan Works (Kurashiki district) in April 2024 and 2026.
The EV market offers promising growth, so JFE Steel is
committed to satisfying the needs of automakers with

its world-class technological capabilities (see page 35).
In the engineering business, we aim to achieve our
medium-term target for segment profit of 35 billion yen
by continuing to win more orders and reliably secure
earnings by focusing on countermeasures to rising
material and equipment costs for existing projects. In
line with our goal to become a leader in this field, we
merged our domestic water engineering business with
Tsukishima Aqua Solution Co., Ltd. in October 2023. As
a company that supports lifestyles and society, our
engineering business will also continue to strengthen
its competitiveness through M&A, business alliances,
etc., targeting revenue of 1 trillion yen by fiscal 2030.
Inthe trading business, we have consistently strength-
ened our earnings base, both domestically and interna-
tionally, especially in the United States, where the
business environment has been favorable. Our trading
business achieved record profits in both fiscal 2021 and
fiscal 2022. Although a slowdown in our high-performing
U.S. business is likely in fiscal 2023, we are forecasting
segment profit of 48 billion yen, exceeding our initial tar-
get of 40 billion yen, and in the business plan’s final year,
fiscal 2024, our target is segment profit of 50 billion yen.

Progress with the Seventh
Medium-term Business Plan

Striving Toward for Carbon Neutrality

In the previous fiscal year, we disclosed the roadmap for
our steel business through 2050, and also announced the
possibility of replacing the Kurashiki No. 1 blast furnace
with a high-efficiency, large-scale electric arc furnace by
around 2027-2030. Moreover, we have introduced con-
verter furnaces in all districts for greater use of steel
scrap, which will lead to a significant reduction in CO2
emissions. In addition, we will expand the capacity of elec-
tric arc furnaces in our Sendai Works. In the engineering
business, our construction and operation of renewable
energy plants and recycling facilities helped Japanese
society reduce CO. emissions by approximately 580,000
tons compared to fiscal 2021.

To further these initiatives, we decided to link non-
financial indicators related to climate change to the
performance-based compensation of directors.

In fiscal 2023, JFE Steel decided to introduce electric
arc furnaces for stainless steel production at its Chiba
facility. With assistance from the government, we are
tacklinganumber of challenges simultaneously, including
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carbon recycling blast furnaces*' and hydrogen steel-
making,*2 including the construction of prototype facili-
ties for each technology at Chiba.

For the time being, given our progress in developing
ultra-innovative technologies while hydrogen supply
remains limited, we will focus on reducing CO2 emis-
sions by electric arc furnaces and investing in energy
conservation. To secure necessary iron resources, we
are exploring participation in Emirates Steel Arkan’s
reduced iron*3 plant project in the United Arab Emirates
(UAE), which we hope will provide a low-cost and stable
supply base for reduced iron in the future.

It will be a daunting challenge to convert blast fur-
naces to electric arc furnaces on a large scale in Japan,
China, South Korea, India, and other countries in Asia.
Moreover, there are uncertainties about supply condi-
tions for renewable energy as well as steel scrap and
reduced iron, which are essential for steel productionin
electric arc furnaces. In addition, electric arc furnaces
may not end up being the best technology for producing
carbon-free steel on the path to carbon neutrality. This
is why it is extremely important to rapidly develop ultra-
innovative technologies, such as carbon recycling blast
furnaces and hydrogen steelmaking, which may ulti-
mately prove to offer the greatest potential for contrib-
uting to carbon neutrality.

In the first half of fiscal 2023, JFE Steel began supply-
ing JGreeX™ green steel, which is made with consider-
ably reduced COz emissions. Tsuneishi Shipbuilding Co.,
Ltd. has already decided to use JGreeX™ to construct
hydrogen-fueled ships, and eight Japanese shipping
companies have also decided to adopt it for dry bulk car-
riers. With our customers having have accepted a pre-
mium of about 40% for the price of JGreeX™, this is the
world’s first model for sharing the cost of reduced-CO-
environmental value across entire supply chains. This
business model will be crucial for our sustained growth
as we seek to reduce CO: emissions through massive
investments. We are committed to creating markets
where customers recognize the value of green steel as
an essential means of realizing a carbon-neutral world.

*1 Insert methane derived from CO: emitted from the blast furnace back
into the furnace as a reducing agent

*2 Uses hydrogen instead of coal as a reducing agent

*3 High-grade iron ore from which oxygen is removed using natural gas

Commercialization of Offshore Wind Power
Business

Our engineering business, aiming to develop its off-
shore wind power business, has started to construct
Japan’s first manufacturing plant for monopiles (base
structures for wind turbines) in Kasaoka, targeting pro-
duction from April 2024. Despite some initial setbacks,
we have begun marketing large-diameter structural
components (not monopiles) for the foundations of
offshore wind turbines that can be produced at the
Kasaoka plant. In the late 2020s, when offshore wind
power construction will gain momentum, we forecast
sales of around 40 billion yen as we tap demand mainly
in Japan but also overseas.

As materials for the production of monopiles, we plan
to produce high-quality, extra-heavy steel plate at the
No. 7 continuous casting machine at our West Japan
Works (Kurashiki district). These extra-heavy steel plates
are even larger than conventional heavy steel plate. As
wind turbines become larger to generate more electricity,
our extra-heavy steel plates will help reduce production
costs and improve labor efficiency by reducing the need
for welding. There are only a few steelmakers in the world
that can manufacture and deliver such large-size extra-
heavy steel plates in sufficient quantities, and JFE Steel is
one of the largest in Asia. | believe JFE Steel will be able to
leverage its competitive advantages in this regard.

In the trading business, we are utilizing the expertise
accumulated in our steel, raw materials, and equipment
businesses to build supply chains and offer optimal solu-
tions to customers. Moreover, we are exploring an opera-
tion & maintenance (O&M) business for offshore wind
power. We anticipate that collaboration among group
companies in our steel and engineering businesses will

enable usto leverage our cumulative group knowledge and
expertise for the proposed O&M business (see page 59).

Advancing Our DX Strategy

The business environment surrounding JFE is changing
at an unprecedented pace and scale. In order to keep
pace with these changes nimbly and swiftly, we have
been advancing digital transformation (DX) to enhance
corporate value over the medium and long term.

In the steel business, we invested 115.0 billion yen in
DX in the mid-term, and we are targeting an annual
profit improvement of 30 billion yen through the intro-
duction of cyber-physical systems (CPS) for all lines. By
the end of fiscal 2022, about 45% of our planned
investments had been approved, an indicator of the
steady progress we are making. Looking ahead, we will
continue to invest in DX initiatives, focusing on their
potential to increase earnings. In the next business
plan, we intend to further automate and remotely oper-
ate facilities through CPS installed on production lines.
In our engineering business, we are steadily investing in
DX initiatives, reinforcing digital platforms, and utilizing
DX to design engineering, procurement, and construc-
tion (EPC) projects, which will help us steadily progress
toward our goal of a 20% improvement in design effi-
ciency by fiscal 2024 (see page 64).

* Obtains big data from sensors in physical space (equipment and prod-

ucts), analyzes it in cyberspace via various methodologies, and feeds the
results back into physical space inreal time

Land Reuse in the Keihin District

Since the suspension of upstream processes in Sep-
tember 2023, JFE has been working in earnest to reuse
its 222 hectares of land in Ohgishima along the water-
front of Tokyo Bay in Kanagawa Prefecture. In response
to an administrative policies on land use in the area
announced by Kawasaki City in August 2023, we pub-
lished our “OHGISHIMA 2050 vision, based on which we
are working with government agencies to explore pos-
sible ways to reuse the land, such as for carbon-neutral
energy generation in Lead area or other diverse uses
(see page 39).

Progress to date includes specific projects in the
Ohgimachi area and in Minami-watarida north area.
Looking ahead to future development,we are consider-
ing taking gains on land sales or land leasing income, or
the discussion use of public funds for land development.
While leveraging the characteristics of each area, we will
advance initiatives along three avenues, namely, land
sales, land leasing, and business use, with the objective
of maximizing corporate value.
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Strategy to Create Value

Message from the CEO

Progress with Growth Strategies

Overseas Strategies and Solutions Business
In the steel business, JFE is targeting growth centered
on quality instead of quantity through a strategic real-
location of corporate resources, with a special focus on
overseas markets, especially in Asia, where demand for
steel is expected to strengthen.

India, a country with prospects for rapid growth, is an
extremely attractive market, including because of barri-
ers to importing steel from China. As needs for electric-
ity quickly expand, we are likely to see strong demand for
grain-oriented electrical steel sheet used in transform-
ers. JFE, which has long sought to localize its production
and sale of grain-oriented electrical steel sheet in India,
recently entered into an agreement with JSW Steel, a
major steelmaker, to establish a 50:50 joint venture for
the production and sale of steel sheet. By teaming up
with this trusted partner with a deep understanding of
local conditions, JFE Steel will combine this “insider
advantage*” with advanced technological capabilities to
meet growing demand in India. Once the joint venture is
established, construction of a local steel plant will com-
mence, aiming at full production from fiscal 2027.
Thereafter, production capacity will be expanded as
required to meet local demand for steel (see page 37).

In addition, executives from JFE and Nucor, the larg-
est steelmaker in the United States, have been commu-
nicating closely about a new growth proposal that
combines their mutual strengths. JFE already has a
close relationship with Nucor through Nucor-JFE Steel
Mexico (NJSM) in Mexico and in cooperation with U.S.
steelmaker CSI.

In the solutions business, a promising new business
model, revenue is expected to triple from fiscal 2020 to
fiscal 2024, including expanding by more than 150% in
fiscal 2022 and at least 200% (target) in fiscal 2023. In
the longer term, we expect to commercialize promising
products developed with advanced technologies cen-
tered on CPS and safety.

In the engineering business, we are developing over-
seas markets, mainly in Asia, a key region. In the envi-
ronmental field, we aim to expand earnings by advancing
into facility operations for public-private, power gener-
ation, electricity, and recycling projects, in addition to
reinforcing the competitiveness of existing projects
through our engineering bases in India, the Philippines,
and elsewhere in Asia. In the field of core infrastructure,
JFE is keen to increase orders for chemical plants by
leveraging synergies with JFE Project One Co., which
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became a subsidiary via M&A. For bridges and other
steel structures, we expect to win projects not only in
Asia but also in fast-growing Africa.

In the trading business, fiscal 2022 saw us expand
various plants and processing facilities, such as press
machines, at our processing bases in Japan, China, and
Canada, aiming to meet envisioned growth in demand
for electrical steel. Our trading business is building out
its global processing and distribution structure with the
intention of becoming a world leader in this field. In the
building materials field, we acquired a U.S. manufac-
turer and distributor of steel sheet building materials to
secure related demand for steel sheet in the expanding
North American market. We will continue to pursue such
growth strategies and strengthen our supply chain
through Group collaboration in order to increase JFE’s
market presence and earnings.

*“Insider advantage” means to invest in leading, locally trusted partnersin
overseas markets, and process and sell locally produced steel in local markets

Human Resources Management

We have formulated the JFE Group’s Basic Policy on
Human Resource Management and the JFE Group Health
Declaration to guide our efforts in drawing out the best
in employees by investing in our human resources.

Amid a rapidly changing business environment, we
are combining various value systems and ways of think-
ing to develop new ideas and methods for personnel
management that can be translated into increased cor-
porate value. JFE values diversity and inclusion and
strives to create work environments where people of
diverse backgrounds, including gender, nationality,
value systems, and lifestyles, can maximize their abili-
ties. To further empower women, based on input from
the Board of Directors we decided to set ambitious key
performance indicators (KPIs) for women in managerial
positions and female hiring ratios in fiscal 2022. Each
operating company sets and enacts policies for diver-
sity and inclusion based on discussions with manage-
ment. We are implementing a variety of measures to
recruit more female candidates for managerial posi-
tions, retain personnel by expanding internal and exter-
nal networking opportunities and providing role models,
and place and develop female employees through indi-
vidual training initiatives.

In addition, to enable our diverse employees to realize
their capabilities and potential, we are working to create
internal environments in which employees can feel a
sense of job satisfaction. JFE Holdings and its operating
companies each conduct an annual engagement sur-
vey to gauge employee awareness, identify issues
related to job satisfaction, and consider any necessary
remedial measures.

Maintaining safe work environments and preventing
occupational injuries are essential to ensuring that our
employees can work with confidence. Starting with the
basic principle of putting safety first, JFE sets safety-
related KPIs and implements measures to ensure safety.
The current business planincludes priority investments
in safety measures worth around 10 billion yen per year

Groupwide, striving to adopt the latest technologies
and continue with ongoing safety activities to prevent
equipment and other work-related injuries. Also, to
minimize occupational injuries in fiscal 2022, JFE intro-
duced a safety-related metric linked to the perfor-
mance-based compensation of directors.

Capital Market’s Evaluation of JFE

JFE Holdings’ share price is one of the Company’s key
management indicators, based on which the current
business plan targets a return on equity (ROE) of at
least 10% above the cost of shareholders’ equity. While
the Company believes this target is achievable by fiscal
2024, so far capital markets have a different view of our
ability to achieve this target.

It seems the market is not convinced that JFE canreli-
ably maintain its ROE above the cost of shareholders’
equity going forward, due to factors such as earnings
volatility in the steel business, increasing uncertainty
related to Japan's declining birthrate, and the global
need to decarbonize.

It is imperative that we clearly convey to the public
that we have transformed JFE's structure to generate
stable, high-level earnings by shifting from quantity to

quality under our current business plan. Moreover, we
willadvance our overseas strategy as a source of growth
and formulate business models that enable us to grow
and generate profits overseas, particularly the expand-
ing markets of India and North America. However, since
it will take time to develop ultra-innovative technologies
for decarbonization, we will strive to disclose informa-
tion in a detailed and easy-to-understand manner,
including our progress in developing such technologies
and their expected impact on society.

There is no doubt that steel, which is produced about
1.9 billion tons a year worldwide, is an essential material
for the development of the global economy and human
society. As a company that provides products and ser-
vices centered on steel, we are keenly aware of the
need to quickly develop technologies necessary for
decarbonization in an economically sustainable man-
ner. JFE, aiming to turn this challenge into an opportu-
nity, will mobilize its collective capabilities to rapidly
develop decarbonization technologies.

In Conclusion

In 2022, JFE Holdings celebrated the 20th anniversary of
the merger of Nippon Kokan and Kawasaki Steel. With
this milestone in mind, at the end of 2022 we launched
an ad campaign in Japan with the tagline “Sus-tetsu-
nable,”* which embodies our ambition to be an irreplace-
able presence on the path to a sustainable world. The
initiative is aimed at not only raising awareness of JFE
among as many people as possible but also attracting
more talented people to work with us and help JFE grow.
Through this campaign, we hope to convey to employees
who will carry us into the future, as well as to students
who may join us in the future, that we offer them almost
limitless opportunities to contribute to the world through

our work with steel. Young employees who have seen the
commercials have responded positively, saying that it
reinforces their understanding of how important their
work is from a societal perspective. Going forward, with
the goal of being an irreplaceable presence on the path
to a sustainable world, we are committed to working with
our employees to enhance our corporate value and com-
municate our vision of where we are going and how we
will get there. | thank you for your understanding and
support as the JFE Group continues onward.

* Aterm unigue to our Company, it combines steel and sustainability, both of
which are essential to society

Koji Kakigi

Representative Director,
President and CEO
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Strategy to Create Value

Market Trends and Business Risks and Opportunities

Market Trends

Steel Business and Trading Business

Global demand for steel is likely to steadily increase over the
long term amid economic growth in emerging countries, cen-
tered on Asia. Over the long term, we believe steel will retain its
advantages over other materials, such as its overwhelming
scale of production capacity, high economic viability, low envi-
ronmental burden, and high processability.

With a falling birthrate and aging population shrinking the
market in Japan, and depending on global economic condi-
tions, demand for steel in Japan and other countries could have
an impact on the JFE Group's steel sales volume and prices. In
overseas markets, competition could intensify as a result of
structural changes, such as higher exports from China as
domestic demand weakens, and expansion in steel production
capacity in emerging countries.

In response to such changes in the external environment,
JFE is taking the following measures.

Global crude steel output

(million tons)

2,680

1.882

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2050 (cY)

Source: World Steel Association (actual), Japan Iron and Steel Federation
(estimates)

Engineering Business

Steel business

1) Optimize production volume in tandem with changes in
supply-demand balance for steel in Japan and overseas

2) Build an optimal production structure by retiring and con-
solidating facilities

3) Enhance cost competitiveness through strategic investments

4) Increase sales ratio of technologically advanced products

5) Produce steel locally by investing in overseas steelmakers
and a vertically integrated structure overseas

Trading business

1) Strengthen sales capabilities in Japan through a restructur-
ing of distribution functions, upgrade processing equipment

2) Strengthen processing and distribution functions in our
four-pronged global structure

3) Increase sales of JFE Steel's products in high-value-added
fields

4) Use JFE Group materials (including alliance partners) and
products of other suppliers overseas

Consumption of steel in Japan

(%)

Manufacturing industry Construction

65 35

Other Civil

engineering

Electric Total of

equipment Building
P 5 5 construction

Industrial million tons

machinery

Automobiles Shipbuilding

Public works infrastructure accounts for a majority of the engi-
neering business portfolio, and in recent years domestic
demand has been brisk for the upgrading of environmental
plants, bridges, and other core infrastructure. There is consid-
erable potential demand for moving public services from the
government to the private sector, owing to aging lifestyle infra-
structure, worker shortages, andinsufficient financial resources
in Japan. We are expanding the O&M business by establishing
new regional power utilities in collaboration with local govern-
ments, which we have been doing for a while, and we also
established an integrated utility company for gas, water, and
wastewater services.

Regarding private-sector demand, initiatives are gaining
momentum to reduce GHG emissions after the national govern-
ment declared its goal of becoming carbon neutral by 2050. In
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light of changes in society, we are constructing a new factory to
manufacture foundational structures attached to the seabed
(monopiles) for offshore wind power generation, and aim to
commence production in April 2024. We are also proactively
developing CO2 and ammonia transportation and storage tech-
nologies. To address the needs of companies for recycling, we
are participating in the PET bottle recycling business and
expanding bases in the food recycling business.

The JFE Group aims to forge a corporate structure where
earnings are less affected by whether orders are received for
public works projects that depend on the aims and policies of
the national and local governments. We aim to build a stable
business foundation while addressing the changing needs of
society, such as by expanding our O&M business, which
includes the recycling business.

Major Risks and Opportunities for the JFE Group

Major changes in external
environment

Risks

Opportunities

Climate change problem

» Helping to Resolve Issues
Related to Climate Change
P57

- Sharply growing needs for decarbonization

of (blast furnace) steelmaking process

- Higher burden of investments to introduce

ultra-innovative technologies

- Carbon tax
- Disruptions to supply chains from natural

disasters

« Risk of flooding of bases due to rising sea level
+ Competition from other materials

.

Tougher environmental regulations

- Development of ultra-innovative technolo-

gies and securing of competitive
advantages

- Contribution to reduction of CO2 emissions

by supplying high-performance steel, such
as high-tensile steel and electrical steel

- Expansion of electric arc furnace steelmak-

ing and electric arc furnace engineering
business

- Stronger demand for renewable energy

solutions

- Stronger response to disasters caused by

climate change

Resource and energy
problems

» Business Strategies
P47

- Depletion of resources, harder to obtain raw

materials and equipment, rising prices

« Higher prices for scrap waste, harder to

.

obtain materials, lower grade ores

Risk of depletion of water resources, risk of
pollution at drainage sites

- Renewed attention on recyclability of steel
- Expansion of logistics business and oppor-

tunities to use scrap

« Stronger waste-to-resource demand (plas-

tic recycling, power generation with food
waste)

Falling birthrate and aging
population in Japan

» Promotion of DX
P64

» Securing and Training
Diverse Talent
P65

.

Labor shortage

- Disruptions of skill transfer to next

generation

- Weaker domestic demand for steel
- Decrease in EPC orders and projects due to

shrinking private-sector investment

- Secure talented personnel with work-style

reforms

- Introduce new technologies to reduce per-

sonnel and save labor (stronger needs for
automation, remote monitoring)

Globalization of markets,
development of emerging
countries

» Business Strategies
P47

+ Expansion of steel production capacity in

emerging countries

- Constraints on export transactions due to

higher duties and import restrictions

- Country risk, impact from higher commodity

prices and foreign exchange fluctuations

- Increase in demand for steel in growth

markets

- Greater use of high-value-added products
- Increase in infrastructure projects in emerg-

ing countries

Aging of infrastructure
facilities

» Business Strategies
P47

- Impact from accidents and larger damage

from natural disasters due to aging
infrastructure

- Contraction in domestic public utilities

business from transition to preventive
maintenance

- Stronger demand for infrastructure renewal,

including reinforcement against natural
disasters

- Provision of high-quality products and ser-

vices to meet demand for longer-living
infrastructure

- Business expansion from privatization of

public services

Development of Aland loT
technologies

» Promotion of DX
P64

- Information leaks and system damage due

to cyberattacks and illicit use of systems

- Creation of new value added and expansion

of service offerings with DX and Al
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Strategy to Create Value

Material Issues of Corporate Management

Material Issues of Corporate Management (Materiality)

The JFE Group has identified material issues and set KPIs to
address these issues with the objective of maximizing the cre-
ation of social value and minimizing its negative impact on soci-
ety as Group capital is deployed to satisfy the needs of diverse
stakeholders. In fiscal 2016, we identified our material CSR
issues. In fiscal 2021, based on the Seventh Medium-term

Process for identifying material issues

Business Plan, we embarked on a new initiative and identified
material issues in corporate management by adding economic
issues to our existing CSR issues. We will demonstrate the
Group's vision of “contributing to society with the world's most
innovative technology” by working to address these issues.

FY2016: Identifying material CSR issues
- Discuss issues at Groupwide meetings

- Prioritize issues based on stakeholder expectations and business relevance (impact on society)

FY2021: Identifying material issues of corporate management

STEP 1 Reevaluate existing material CSR issues

The material CSR issues were reassessed for their importance in terms of relating to current operations, stakeholder expecta-

tions, and achievement of KPIs.
STEP 2 Set material economic issues

Identify issues froman economic viewpoint based on sources of competitive advantages in the Seventh Medium-term Business

Plan and the JFE Group’s business model.
STEP 3 Select 20 material issue candidates

Economic-related issues were added to the list of reassessed material CSR issues and deliberated by the Group Management
Strategy Committee, screening out 20 material issue candidates.

STEP 4 Identify the 13 most important material issues

The Group Management Strategy Committee and the Board of Directors discussed the candidates, and identified 13 material

issues as the most important for the JFE Group

—

The JFE Group has set and worked toward achieving KPIs
for the identified materialissues. In fiscal 2022, we evaluated
the results in the previous fiscal year, revised KPIs based on
these results and the opinions of stakeholders, and under-
took fresh initiatives to address issues. The fiscal 2022 KPIs

Sustainability Initiatives and Promotion
Structure

The JFE Group, aware of its responsibility as a corporation and
member of society, believes that striving for sustainability to
build a better society is a central tenant of its management
principles. Chaired by the president of JFE Holdings, the JFE
Group Sustainability Council has been established as an
organization for supervising and guiding Groupwide sustain-
ability initiatives. Various committees are set up under the JFE
Group Sustainability Council to deliberate Group policy;
assess the state of policies, share information about issues,
problems that arose; and examples of how they were
addressed; supervising and guiding the Group's sustainability
initiatives. Moreover, of the matters discussed by the JFE
Group Sustainability Council, the Group’s basic policy, action
plans, details of important measures, and responses to criti-
cal events are periodically reported to and deliberated by the
Board of Directors, which gives directions and supervision.
Each operating company sets up their own councils to coor-
dinate with the JFE Group Sustainability Council, working
together Groupwide to improve and prevent deterioration in
the JFE Group’s corporate value.

JFE GROUP REPORT 2023

for material issues of corporate management were deliber-
ated and evaluated, and fiscal 2023 KPIs were set following
examination by operating companies, discussion at manage-
ment meetings, and deliberations by the Group Management
Strategy Committee and the Board of Directors.

Sustainability promotion structure

Board of Directors

Instruction and

Reporting supervision

Group Sustainability Council

Group Compliance Committee
Group Environmental Committee
Group Internal Control Committee
Group Information Security Committee
Public Disclosure Committee
Corporate Value Enhancement Committee

JFE Steel Sustainability Council
Operating

: JFE Engineering sustainability structure
companies

JFE Shoji Sustainability Promotion Council

Areas of Focus

Details

Material Issues Relevant SDGs

Contribute to resolving climate
change issues (initiatives for
achieving carbon neutrality

by 2050)

- P.57

® Initiatives for achieving carbon
neutrality by 2050

+ Reduce the JFE Group’s CO: emissions

« Contribute to reduction of
CO:zemissions in society

« Reduce the JFE Group’s
CO: emissions

«  Contribute to reduction of
CO: emissions across the
society

Ensure occupational safety
and health

-P.87

® Prioritize safety first

@ Maintain the physical and
mental health of employees and
their families

«  Prevent workplace accidents

«  Ensure the health of employ-
ees and their families

Recruit and nurture diverse
human resources

@ Maintain work environments
where all personnel can
maximize their abilities

«  Pursue diversity and inclusion

« Strengthen human resources
development

> - P.65 ® Accumulate and hand down - Create workplaces that
a technologies and skills motivate employees
<
3 -
< ® Pursue world-class earnings power
B it 2 . ® Promote DX and other measures to + Increase efficiency and
e'd" orceresiience o g.':?t‘.’”ctw" improve production efficiency, enhance cost competitive-
CING| EEITSEAINE) CEPEL IS yields, and labor productivity ness in production and
(realize world-class earnings - -
power through DX and other - Shift focus of steel business from engineering
measures) quantity to quality (structural reform) » Raise quality of products and
> P64 - Reduce costs to strengthen cost services and ensure reliable
competitiveness and ensure quality supply
competitiveness
® Improve margins and ensure stable
earnings power - Expand business by increas-
Strengthen competitiveness of « Increase ratio of high-value-added ing value added in products
products and services (promote products and services and services with advanced
the growth strategy by providing - Ensure stable earnings power based fecRiC Sgles
high-value-added solutions) on the sales strategy, including ¢ Sales strategies for realizing
technological solutions and sustainable growth
expansion of growth businesses
Y Thoroughly enforce compliance - Lo adhere.:nce &
(78 corporate ethical standards
g - P84 and compliance
S
>
o .
z Respect human rights * Respect humanrights
ey - P.89 across the supply chain

P> Please see page 27 for KPIs for each priority issue:

Improvement in ROE by achieving KPIs

KPI-related factors

« Expansion of growth businesses

« Expansion of solutions business

- Increase in ratio of high-value-
added products and profitability

- R&D in new products and
technologies

« Improvement of production
efficiency and yields

« Improvement of labor productivity

« Advances in technological
development with DX

- Improvement of labor productivity

- Increase in production and
engineering efficiency, improve-
ment of cost competitiveness

- Reduction of inventory based
on higher production efficiency
and yields

« Reduction of fixed costs based
on structural reform

« Improvement of production
efficiency

Improvement drivers

Sales revenue
growthrate

The KPIs set for each material issue are closely tied to financial targets. Achieving KPIs
for each issue affects various drivers of improvement, leading to the achievement of the
financial target (ROE of 10% or more) and results in increasing corporate value over the
medium to long term. The connection between these initiatives for material issues and
financial targets is deeply shared at operating companies and on the front lines,
increasing the effectiveness of these initiatives

Manufacturing cost rate

Operating profit margin  ——

SG&A expense ratio

Working capital
turnover rate

— ROIC

ROE

Invested capital

Fixed asset
turnover rate

turnover rate

10% or higher

Optimal capital
structure
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Strategy to Create Value

Material Issues of Corporate Management and KPIs

The JFE Group has set key performance indicators (KPIs) for its initiatives to address priority issues, and worked
toward achieving its targets. In fiscal 2021, the Company revised its material CSR issues, adding material economic
issues to the list, and defined key issues for management. As a unified Group, we aim to contribute to the realization
of sustainable growth for both the JFE Group and society as a whole by tackling these key issues for management.

Evaluation criteria

B Groupwide M JFE Steel M JFEEngineering M JFE Shoji

Target attributes @]

A X

Set for each fiscal year Accomplished 1009 or better

Accomplished 80%-99% Accomplished 79% or less

Quantitative | set medium- to long-terms (in case of Final target accomplished 100% or better | FINél target partly accomplished with some Working toward the goal but no results yet
setting a multi-year target) g P ° results (809 or better with linear interpolation). | (79% or less with linear interpolation)
Qualitative Fully accomplished with significant results Partly accomplished with some results Working toward the goal but no results yet.

*1 In Groupwide evaluations, the lowest result among the companies is taken as the overall result.

*2 Prevention of occupational injuries evaluated as Groupwide (safety performance)

Areas of Focus Material Issues Operating Company
JFE Steel
Reduce the JFE
Group’s CO:
emissions
JFE Engineering
Contribute to

resolving climate
change issues
(initiatives for
achieving carbon
neutrality by 2050)

Ceriiie e JFE Engineering

reduction of CO2
across the society

JFE Steel

Prevent workplace

accidents
Activity
Ensure occupa- JFE Engineering
tional safety and
health
Ensure the health
of employees and  [€igel8[eWle[=]
their families
Pursue diversity
and inclusion
Recruit and
nurture diverse
human resources
Strengthen human
resources
development
Create workplaces
that motivate
employees
JFE GROUP REPORT 2023

FY2022 KPIs Initiatives and Results for FY2022 Assessment FY2023 KPIs
. « Achieve 75% of the CO: reduction target from energy conservation and technological

« Achieve 50% of the CO: reduction target from energy conservation and technological development for the + COzreduction target: 58% achieved O development for the target of reducing CO: emissions by 18% from FY2013 levels by the end
target of reducing COzemissions by 18% fromFY2013 levelsbythe end Of FY2024 | e of FY2024

« Complete the approval of investment plans for reducing CO: emissions by 90% cumulatively for COz reduc- . 5 « Complete the approval of capital investment plans for reducing CO2 emissions by 100%
tion targets from energy conservation and technological development for the target of reducing CO= Totalinvestment budget: 88% approved A cumulatively for CO:z reduction targets from energy conservation and technological develop-
emissionsby 18% fromFY2013 levelsby theend of FY2024 ment for the target of reducing CO: emissions by 18% from FY2013 levels by the end of

- Formulate a CO: reduction plan aimed at realizing the CO:z reduction target for FY2030 (309 or more) with an « CO: reduction target: Set multiple targets that anticipate future changes in the FY2024
eye on achieving carbon neutrality by 2050 environment O + Obtain third-party certification, and build a green steel supply structure in the first half of

FY2023

. . 5 . 480 . + Reduce CO:z emissions in its own plants and offices
Reduce CO: emissions in its own plants and offices FY2024: 40% reduction from FY2013 levels £48% reduction from FY2013 levels (FY2013: 15,600 tons, FY2022: 8,100 tons) O FY2023: 40% reduction from FY2013 levels

- Reduce CO:z emissions through the procurement of electricity derived from renewable energy ’ gﬁg%cye €0z emissions through the procurement of electricity derived from renewable

9 . 9
gggisﬁg rﬂsijt‘ce?oé;?giopgz OR ]eg ‘uecvigyfgo?fgg Bn QFWYtgoOF]Y%‘g ;&z\)s 11.2% reduction from FY2019 levels O FY2023 domestic CO- emissions: Reduce by 15% from FY2019 levels
Y 7 pery (Reduce by 5% per year from FY2019 levels from FY2021 to FY2024)

. ~ - + Launch sales and implement eco-friendly products and technologies*: 15 or more cases in
éi?jgtwsvaﬁzsa?%!g%(?Jrrnrengtree(é(;sf(;f?gr‘ihpéoiags farg%tFe\(cggg\wotggermégg more cases In FY2022 (the FY2022 (the cumulative total of 60 or more cases for the period from FY2022 to FY2024)

X P « FY2022: 16 (eco-friendly products: 7, technologies: 9) (FY2021-FY2024: 32) O *Products and technologies that contribute to saving energy and resources, reduce waste
Products and technologies that contribute to saving energy and resources, reduce waste and environmen- and environmentally hazardous substances, and do not reauire hazardous substances for
tally hazardous substances, and do not require hazardous substances for manufacturing or use. Y a

manufacturing or use.

- Contribute to reduction of CO: in society by providing renewable energy power generation facilities and - Contribute to reduction of CO: in society by providing renewable energy power generation
expanding the basis of the recycling business (for plastic, food, etc.) « CO2 reduction contribution (FY2022): 11.14 million tons/year O facilities and expanding the basis of the recycling business (for plastic, food, etc.)
Contribute to reduction in CO» emissions (FY2022): 11 million tons per year Contribute to reduction in COz emissions (FY2023): 11.5 million tons per year

« 14% reduction from FY2020 levels 1. Global resource recycling of steel scrap
1. Clobal resource recycling of steel scrap Domestic volume expanded to meet increasing electric arc furnace demand, but sales X FY2023 scrap transactions: Above the transaction quantity for FY2020 (FY2024 target

FY2022 scrap transactions: Above the transaction quantity for FY2020 (FY2024 target: +5% from FY2020)

2. Increase transaction quantity of fuel for biomass power generation plants and create framework for reliable
supply of fuel

volume declined as overseas demand weakened

« Volume handled: +25% compared with FY2020 levels

ABSfOMEY2020)

2. Increase transaction quantity of fuel for biomass power generation plants and create
framework for reliable supply of fuel

« FY2022 biomass fuel (palm kernel shells and wood pellets) transactions: Above the transaction quantity . ! O « FY2023 biomass fuel (palm kernel shells and wood pellets) transactions: Above the
for FY2020 (FY2024 target: 100% increase from FY2020) Diversify supply sources: Started transactions with three new suppliers transaction quantity for FY2020 (FY2024 target: 100% increase from FY2020)
- Diversify supply sources to ensure stable supply - Diversify supply sources to ensure stable suppl
W Workplace fatalities: Zero occurrences W Workplace fatalities: 1 occurrence W Workplace fatalities: Zero occurrences
- Lost-workday injuries rate - Lost-workday injuries rate - Lost-workday injuries rate
WO0.100rless M0.250r less 0.45or less M0.18 WO0.26 0.25 MO0.100rless MO0.250rless 0.45or less
[Key measures]
[Key measures] (1) Reinforce activities to prevent similar injuries
(1) Enhance safety [Key measures] Horizontal Companywide deployment of measures, including for close calls, promote
Install electromagnetic locks at the secondary mill entrances: 60% by FY2022, 100% by FY2024 1) Installed electromagnetic locks at the secondary mill entrances: 81% workplace activities so employees view past incidents as lessons to learn from
(2) Restructure the safety and health management system 2)1S0 45001 certification: 100% (2) Enhance safety
ISO 45001 certification in all districts: 100% by FY2022 Install electromagnetic locks at the secondary mill entrances: 30% by FY2023, 100% by
Fy2024
[Key measures]
[Key measures] [Key measures] x (1) Implement 100% of the following key measures to prevent injuries with decisive work plans
1) Focused efforts on pre-operation checks of work plans and offering guidance, and proper work instructions in order to eliminate serious injuries
9
(1) Ig:;g\aegnirtvt‘; r%gfh?rfg?e;gogvel%g get\ﬁ(i%tif‘olrnehg\?;mggab“ggsﬂd tumbling, getting wedged between checking safety equipment, and preventing unsafe behavior through patrolsinorderto | g2 - Pre-operation checks (curing openings in high locations and edges of work floor,
9 V. 9 Y Tying 9 0b) implement 100% of the following key points for eliminating falling and tumbling, getting ensuring on-site understanding of work plans, and covering and enclosing/turning off of
- Pre-operation chfecks (curing openings in high Ioca‘t\ons and edgesﬁof :\/orkﬂoor, ensuring on-site wedged between or caught in machinery, and being struck by flying or falling objects machinery)
understanding of work plans, and covering and enclosing/turning off of machinery) (Workplace fatalities: 1 occurrence in FY2021 - Zero occurrences in FY2022) « Strict adherence during operations (use of safety belts, no entry measures/allocation of
- Strict adherence during operations (use of safety belts, no entry measures/allocation of worksite guides) 2) Multifaceted management of occupational safety and nealth using IT worksite guides)
@ Mé‘g:ﬁc‘ieed drgvagggﬁgﬁ??;g%i?:;&n? :fef%t\f/;%de?sg“t: uwfw‘?r%(‘lers (olan) Finished development of Al-based system for detecting intruders (began operating a (2) Multifaceted management of occupational safety and health using IT
P P 4 9 P plant hardened system at Tsurumi Works in FY2023) - Monitor worksites, use information communications systems
- Use safety management operations support system
Key measures]
[Key measures] [ by
[Key measures] 5 1) Installation of safety fences and covers: Completed 100% of plan (1) 1009 implementation of crane operation drills (once a year or more at each company)
(1) Installation of safety fences, covers, etc. (100% of plan) 2) Implementation of crane operation drlis: Once a year o more at each compan (2) Review of past incidents at the Company
(2) 100% implementation of crane operation drills (once a year or more at each company) Imp\emented 100% of dan v pany: Finish formulating and executing measures for alternative proposals to address past
P ° incidents identified as requiring review
W722%
1. Provision rates of healthcare guidance W394% X 1. Provision rates of healthcare guidance
W60% (2023 target) 52.1% *88) W 60% (2023 target)
B I £ 2= 1 S (U
2. Reduce rates of smokers (ensure employee health and prevent exposure to passive smoke) . 079 X 2. Reduce rates of smokers (ensure employee health and prevent exposure to passive smoke)
M 1.5% reduction per year (total for operating companies) 0.79% redluction per year (total for operating companies) gs)  |M1.5% reduction per year (total for operating companies)
1. Rates for female recruits 1. Rates for female recruits
1. Rates for female recruits
M Career-track (white-collar position): Degree of gender parity M Career-track (white-collar position): 24% - .
Career-track (technical position): 10% or more Career-track (technical position): 6% B Career-track (white-coller position) Begree of gender parity
o o Career-track (technical position): 109 or more
On-site position: 10% or more On-site position: 6% X On-site position: 10% or more
_ " ~ . 9
| Careeritrack (white-collar position) Eegree of gender parity | Careeritrack (white-collar position) 27 % (es) | M Career-track (white-collar position): Degree of gender parity
Career-track (technical position): 15% or more Career-track (technical position): 18% Technical (Career-track, Production/construction position): 15% or more
Production/construction position: 10% or more (four-year average) Production/construction position: 4% (four-year average) White-collar position Dé ree of gender parit P °
sition: Degreeofgenderparity ... |mCareertrackpositor:42% | | W;tecolr poston: be e e Ay
(2) Women in managerial positions 2. Women in managerial positions
3.3% in the position qualified as section manager or above. Of whom, 6.1% in 10% or more in the position qualified as section manager or above. Of whom, 20% or more
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, management and sales departments (total for operating.companies)__________________|_________._.|._tobeinmanagementand sales departments (FY2030target) .
3. Rate of male employees taking childcare leave or time off related to child rearing 93% (total for operating companies) 3. Rate of male employees taking childcare leave or time off related to child rearing
Aim for all male employees whose spouses have given birth to take such leave or time off ° P 9 P Aim for all male employees whose spouses have given birth to take such leave or time off
« Training hours per person
M 40 hours or more per year
« Training hours per person « Training hours per person M 20 hours or more per year
M 40 hours or more per year M 45.2 hours per year 0O 20 hours or more per year
M 20 hours or more per year M 20.9 hours per year + Train DX personnel
20 hours or more per year 20.1 hours per year B Number of internal data scientist trainees: Total of 600 as of the end of FY2023
B Number of employees who took internal data scientist training: Total of 170 as of the end
of FY2023
O 1. A Il

2.Engagement survey
Affirmative response to questions about motivation: 75% or more

W72%
W79%

78%

2. Engagement survey
M Affirmative response to questions about motivation: At least 75%
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Strategy to Create Value

Material Issues of Corporate Management and KPlIs

B Groupwide M JFE Steel M JFEEngineering M JFE Shoji
Areas of Focus Material Issues Operating Company FY2022 KPIs Initiatives and Results for FY2022 Assessment FY2023 KPIs
1. Improve labor productivity - Set milestones and number of personnel for each fiscal year
Toward improving labor productivity by 20% by the end of FY2024 + Implementing measures to improve labor productivity by 20% (48% progress toward A ]! %@gﬁ;‘:\eﬁé\ma?;égrrogggjg‘m o 90% by the endl of Y9004
+ Steadily implement FY2022 milestones for improving labor productivity and enhance the accuracy of plans _.50% targetwith linear interpolation) .l proving P Yoy €% oY - o
forFY2023 and FY2024 - Approved 4.8 billion yen for 38 projects as planned for investments to improve labor O ite?g%?n%‘?melg%zgtoéé gglgs‘ﬁovgitsﬁgﬁgﬂéﬁ%yfgsw ‘gggfv';g d‘jgg\;‘tproiuc?!gy by 20%
+ Approve and implement FY2022 investments for improving labor productivity, such as automation and __broductivity through automation and remote operationsin Y2022 | . T aﬁgamatlon amdpremote operation proving P ¥
remote operation - Relocated facilities as planned in line with stoppage of can steel sheet manufacturin . i
Increase efficiency e . Steadlly consolidate the steel sheet manufacturing line for cans in Chiba v tiod Septem%er e ppag 9 O Steadily relocate facilities in accordance with structural reforms inKeinin
and enhance cost 2. Improve yields with DS* activities
competitiveness in Achieve stable quality and enhance yields through measures including introduction of quality prediction 2.Improve yields through DS activities
production and technology based on integrated data encompassing the entire process from steelmaking to final processing | Ids with DS activit Stabilize production with DS, improve yields through application of quality prediction
. . using DS mprove yields wi activities x
G SN . 5 FY2022 yield: 86.5% (up 0.4 point from FY2020) . .
Improve yields by 1.09% in FY2022 from FY2020 levels to achieve 2.0% by FY2024 (pased on figures after Improve yields by 1.5% inFY2023 from FY2020 levels to achieve 2.0% by FY2024 (based on
adjustments to the sales mix) figures after adjustments to the sales mix)
* Data science
- Increase the efficiency of engineering operations by introducing DX technologies «Increase the efficiency of engineering operations by introducing DX technologies
: § JFE Engineering Engineers for big data analysis utilizing Pla'cello*: 1,800 - About 1,950 employees (FY2021: About 1,500 employees) O Engineers for big data analysis utilizing Pla’cello*: 2,200
Re'nforce resil- * Pla'cello: Proprietary data analysis platform using Al * Placello: Proprietary data analysis platform using Al
't‘?nce OL produc- 1. Ensure quality
lonan - Continue implementing activities for raising awareness of quality compliance for the Company and Group 1. Ensure quality
engineering companies in accordance with the Japan Iron and Steel Federation's guidelines for strengthening the quality g?gbsgﬁs:ﬁ)zm;g\;ggprove awareness of quality and compliance among JFE and - Continue implementing activities for raising awareness of quality compliance for the
capa_b|||t|es assurance system « Finished automation of four priority items in FY2021 0O Company and Group companies in accordance with the Japan Iron and Steel Federation's
(realize world- « Establish automated technology for testing and inspections (impact test fracture rate, hole expansion, etc.) Intesting and inspections of areas other than four priority items, successfully measured guidelines for strengthening the quality assurance system
class earnings other than the four priority items (tensile test, molten steel analysis, thickness measurement for hot and cold impact tgst fractEre rate In FY2022 priority ' Y - Promote automated transmission of tensile test results at Group companies
power through DX rolled steel sheets, and coating weight measurement) to improve the level of quality assurance and product P Targeting six companies: 679% introduction ratio in FY2023 (100% in FY2025)
testing
= LaTe Kol g I ey B
2. Strengthen the manufacturing infrastructures using DX
measures) " 5 2. Strengthen the manufacturing infrastructures using DX
. . Achieve CPS* installation rate of 6% or more on a companywide basis in FY2022 toimplement CPS in al - Companywide CPS installation rate: 35% Achieve CPS installation rate of 60% or more on a companywide basis in FY2023 to imple-
Raise quality of ?g’gg‘%‘f’g prg%esses‘ gV tthe endof FY2024. ment CPSin all production processes
products and - Lyber-Prysical system
services and 1. Secure a stable number of certificated managing engineers (1) Reliably secured certificated managing engineers amid high level of sales O 1. Secure a stable number of certificated managing engineers
i JFEEngineering NSRSV o
23;:{;} el 9 9 2.No major quality problems (2) Major quality problems: One incident X 2.No major quality problems
(1) Made necessary investments during the fiscal year to ensure reliable supply of
products
[Investment amount (approved amount) |
1. Make consistent investment in processing and distribution operations -Reinforcement: 11.3 billion yen O 1. Make consistent investment in processing and distribution operations
-Renewal and safety 3.1 billion yen
i -Systems 1.6 billion yen
Activity Total 16.0 billion yen
2. Conduct quality audits at Group companies Conducted 36 quality audits (100% audit completion rate) 2. Conduct quality audits at Group companies
Continue conducting quality audits at 36 Group manufacturing affiliate companies in Japan (expand the 18 domestic Group companies (zero remote audits) O Continue conducting quality audits at 36 Group manufacturing affiliate companies in Japan
scope from the FY2021 level) and overseas (audit completed: 100%) 18 overseas Group companies (five remote audits) (same as the FY2022 level) and overseas (audit completed: 100%)
1. Pursue strategic research and development focusing on priority development fields* Pursue strategic research and development focusing on priority development fields*
Develop new products and technologies FY2022: 20 or more cases (80 or more cases in total from FY2021 FY2022: 22 cases (10 new products, 12 new technologies) Develop new products and technologies FY2023: 20 or more cases (80 or more cases in total
toFY2024) | O from FY2021 to FY2024)
* Automobiles, energy, infrastructure construction materials, DX technology. and green transformation (GX) (Total for FY2021 t0FY2024: 43 cases) * Automobiles, energy, infrastructure construction materials, DX technology, and GX
technolog technology
2.Increase sales ratio of high-value-added products* to 50% by FY2024
. (Sell 10.9 million tons of these products, or 50% of total sales volume, excluding semi-finished products, in
Expand bysiess FY2024) Sales ratio for high-value-added products in FY2022: 47% High-value-added product sales volume ratio in FY2023: 48%
by increasing value 3= Sales of high-value-added products: 10.3 million tons (sales ratio of 479) (up 2.5 million tons from FY2020) alesratio for high-value-added productsin © O gh-value-added product sales volumeratioin ©
added in products * Products that offer technological advantages and are recognized by customers for their added value
and services with while having greater earnings power than commodity products.
advanced 3. As a step toward triple earnings in the solution business by FY2024 from the FY2020 level
i « Continuing from FY2021, focus efforts on activities for receiving orders for the new solutions model; In . Aiming to triple solution business revenue by FY2024 compared with FY2020 levels
Strengthgn technologies partlcu\ar,ga\ong with concluding a contract for the first project growdmg DS utilization technologies via the : g{;ﬁifg:dpféﬁggsfgﬁgggg;ﬁi%gjg&j;ﬁg@i?rv'ces for using DS technologies, o) . Devg\op new products that feature DS tecyhno\ogy. facility diagnosis technology and safety
competitiveness cloud, build a platform that provides services on a subscription basis . Slrpassed target for 50% growth compared with FY2020 technology, launch sales activities to customers
of products and « In the existing solutions business, expand product offerings and develop new customers while increasing - Double revenue in solutions business by FY2023 compared with FY2020 levels
services (promote revenue in FY2022 by 50% from FY2020 levels by steadily executing projects
the growth strat- « Develop technologies in four priority fields of waste to resources, carbon neutrality, combined utility services, . o - Develop technologies in four priority fields of waste to resources, carbon neutrality,
egy by providin: JFE Engineering and DX, and 65% or more of R&D expenses on these four fields Ratio of R&D spending in four pmont\/ fields: 72% O combined utility services, and DX, and 70% or more of R&D expenses on these four fields.
higgyh-zalue-addged - Number of patent applications: 80 or more per year + Number of patent applications: 88 - Number of patent applications: 80 or more per year
solutions) « Expand the earnings difference between high-value-added products (A-rank products) and commodity
products to 4,000 yen per tons by FY2024 (revise evaluation method eliminating the impact of market Expanded the earnings difference between high-value-added products (A-rank prod- Expand the earnings difference between high-value-added products (A-rank products) and
fluctuations and product mix differences) ucts) and commodity products to 6,000 yen per ton in FY2022 (achieving 150% of O commodity products to 6,000 yen per ton
<FY2022 KPI> FY2024 target) (Achieve 150% of FY2024 target)
Aim for 50% of target
Sales strategies Expand the stable earnings base Expand the stable earnings base
for realizing Expand the operating businesses - Sales of operating businesses: 272.5 billion yen Expand the operating businesses
sustainable [FE ErpineEiin - Sales: 255 billionyen - New bases: 3 bases O « Sales: 260 billion yen
growth 9 g - Expand bases: 3 or more bases 1 regional electricity retail new power business base, 1 waste recycling base, 1 waste- « Expand bases: 3 or more bases
Recycling business (food, plastics, electronic appliances, etc.), regional electricity retail new power business, water processing base Recycling business (food, plastics, electronic appliances, etc.). regional electricity retail new
waste processing business, and water and sewage operations business power business, and waste processing business
- « Increase competitiveness of products and services by improving value added in supply chain management - Increase competitiveness of products and services by improving value added in supply chain
through business expansion - Investments to improve value added in supply chain: 5 per year O management through business expansion
Make investments to improve value added in supply chain: 5 or more per year Make investments to improve value added in supply chain: 5 or more per year
1. Steady execution of training to foster and maintain a sense of compliance (1) 100% attendance (rank-based compliance training, training on different laws and 0O 1. Steady execution of training to foster and maintain a sense of compliance
_.(100% attendance fromthe targetaudience) |l requlations, etc) ] (100% attendance from the targetaudience) .
(2) Conducted Corporate Ethics Awareness Survey of all employees, survey results
verified improvement in employee awareness
Thoroughly Ensure adherence Questions: FY2019 FY2022
enforce to corporate Has your own awareness increased of the Company's
A ethical standards 2. Improve employee awareness of ethics reflected in the Corporate Ethics Awareness Survey improved compliance systems and initiatives? 70.0% 73.4%
compliance and compliance (100% attendance from the target audience) Are you aware of the consultation service and how to use it? 77.3% 86.3% O 2.Improve employee awareness of ethics reflected in the Corporate Ethics Awareness Survey
B: f . Do you agree with and implement the Company's policies
asIs O
Activity Groupwide regarding power harassment? 70.7% 76.2%
Do you manage your work hours in accordance with
Company policy? 88.0% 90.3%
1.100% attendance from the target sudience for humenrights awarenesstraining | |()100%partticipatonrate | O____|1.100% attendance from the target audience for umanrights awarenesstraining
Respect human (2) Implemented the following initiatives:
Respect human righ?s e e - Revised the JFE Group Human Rights Basic Stance
rights supply chain 2. Implement human rights due diligence - Expanded human rights due diligence to Group companies O 2. Implement human rights due diligence
- Inspected and made necessary changes to procurement guidelines of each operating
compan
JFE GROUP REPORT 2023 JFE GROUP REPORT 2023
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Progress on the Seventh Medium-term Business Plan (Fiscal 2021-2024)

n Promotion of the JFE Group Environmental Vision for 2050 to Realize Carbon Neutrality

Infiscal 2022, CO2 emissions inthe steel business were reduced
by approximately 13% compared to fiscal 2013. Additionally,
through the expansion of plant construction and operation
businesses in renewable energy power generation and waste-
to-energy power generation in the engineering business, JFE's
contribution to the overall reduction of CO2 emissions in society
reached 11.14 million t-CO-, marking steady progress toward
the achievement of targets in its medium-term business plan. In
the steel business, we have formulated a more detailed CO:
emissions reduction plan, defining the period up to 2030 as the
transition phase for advancing the conversion to a low-carbon
steelmaking process, and the period thereafter as the innova-
tion phase to establish and implement ultra-innovative tech-
nologies aimed at achieving carbon neutrality. With an eye on
the goal of reducing CO:2 emissions more than 309 by fiscal
2030, JFE has introduced the eco-friendly Double-slag Refining
Process (DRP®), a converter-type, molten-iron pretreatment
process, in all of its districts to increase the use of scrap in con-
verters. JFE has also decided to upgrade the electric arc fur-
naces at Sendai Works and introduce electric arc furnaces in
the stainless steel production process at facilities in the Chiba

FY2022 results

district. Toward achieving carbon neutrality by 2050, we are
advancing the development of ultra-innovative technologies on
multiple fronts, and have commenced construction work on a
test furnace for carbon recycling blast furnaces in the Chiba
district. We have also decided to start supplying green steel
(JGreexX™), which reflects the amount of emissions reduced by
our CO2 emissions reduction technologies, with plans to supply
approximately 200,000 tons of green steel in fiscal 2023. In
contributing to the overall reduction of CO2 emissions in society,
JFE has decided to invest in tripling its domestic production
capacity for electric steel sheetsin the Kurashikidistrict. JFE has
also reached an agreement with JSW Steel Ltd. in India to set up
a manufacturing and sales company for grain-oriented electri-
cal steel sheet. Additionally, the entire Group is focused on the
commercialization of offshore wind power generation, including
the expansion of renewable energy power generation busi-
nesses in the engineering business. To prepare the manufac-
turing and supply structure for bottom-fixed foundation
structures, JFE has commenced construction on a monopile
production plant in Kasaoka City, Okayama Prefecture.

End of FY2024 FY2030 FY2050

CO:2 emissions reduction (Steel business)

(vs. fiscal 2013) Approx. 13%

18% 309 or more Carbon neutrality

Contributions to COz emissions reduction in society

Aneerng hLSnecs 11.14 million tons
ngineering business

12.00 million tons 25.00 million tons —

Pursue World-class Earnings Capabilities in Transition from Quantity to Quality in the

E Domestic Steel Business

In fiscal 2022, the JFE Group steadily advanced key measures
toward establishing economic sustainability. We worked to rap-
idly reflect raw material costsin our selling prices, pass through
higher commodity prices, review extras, and adjust price levels.
The ratio of high-value-added products increased by two per-
centage points from the previous fiscal year, to 479, marking
steady progress toward the target of 509 in our medium-term

Measure FY2022 Results

business plan. In terms of structural reforms, we halted opera-
tions at facilities in the Chiba district in order to consolidate
operations in steel for cans in the Fukuyama district. We are
also steadily renovating blast furnaces in the Chiba district.
Regarding land utilization in the Keinin district, management
has decided to sell the land in Ohgimachi, and selected a busi-
ness partner for the Minamiwatarida area in the Keihin district.

Medium-term Business Plan (FY2024)

Cost reductions

¥45 billion achieved (Total through FY2022) ¥120 billion

Ratio of high-value-added products

47% (FY2020: 40%) 50%

Increase selling prices

® Quickly reflect cost of main raw materi-

Passed higher costs onto selling prices, in addition to executing alsin selling prices
measures in the medium-term business plan

e Started extra improvement activities,
revised some prices

* Halted operations at facilities in the Chiba district in order to

consolidate operations in steel for cans in the Fukuyama district
* Made better use of land in the Keihin district (decided to sell land
in Ohgimachi, selected business partner for the Minamiwatarida

Finished restructuring

area in the Keihin district)

Major cuts in fixed costs, increase labor
productivity, improve product mix

Per-ton profit 7,000 yen/ton (actually* 3,000 yen/ton)

10,000 yen/ton

* Excluding inventory valuation differences, raw material carryover, and foreign exchange translation differences

JFE GROUP REPORT 2023

Outline of the Seventh Medium-term Business Plan
https://www.jfe-holdings.co.jp/en/investor/management/plan/index.html

P> For more information about our initiatives in each business, see pages 47-55

H Progress on Growth Strategy

Steel business
Decided on additional expansion of electrical steel production facilities at West Japan Works (Kurashiki district) (May 2023)
Agreement reached in August 2023 for establishment of a joint company with JSW Steelin India for the production and sales
of grain-oriented electrical steel sheet
Expand solutions business (increase earnings 1.5x by fiscal 2022 vs. fiscal 2020)

Engineering business
Started construction of new monopile production plant (Kasaoka) for offshore wind power projects (to begin operations in
April 2024)
Expanded overseas businesses (orders received for several bridges in Africa, order received for large-scale wastewater
treatment plant in Indonesia

Create No. 1 global processing and distribution structure for high-performance electrical steel sheet

Capacity expansion at Zhejiang JFE Shoji Steel Products Co, Ltd. [China], JFE Shoji Steel America, Inc. [United States], and
JFE Shoji Electrical Steel Co,, Ltd.'s Nagoya Works [Japan]

Growthin overseas construction materials business

Acquisition of CEMCO (third-largest structural steel frame maker in the United States) to enter the North American steel
sheet construction materials field

P> See page 64 for more details about DX initiatives

Advancement of DX Strategy

Medium-term Business Plan

Investment Results through FY2022 (FY2024)

Investment adoption under 50%

Initiatives in offshore wind power generation business
» Monopile foundations / New plant construction (¥40 billion) ¥340.0 billion
« Expansion of production capacity for extra-heavy steel sheet (¥13 billion)

Increased production capacity for grain-oriented electrical steel sheet (¥46 billion)

GXinvestment

3 O,
Investment adoption over 50% ¥120.0 billion

Drinvestment Updated systems at steelworks (Kurashiki district)

Progress on DX strategy

Increase productivity and strengthen manufacturing base with CPS / promote automation with robotics / improve labor productivity with data

Steel business science technology

Create new businesses (RODAS boiler power generation services) / advanced digital twin initiatives (sophisticated 3D designs and visualization of

Engineering business
9 9 plants) / digital service initiatives (5G open lab)

Decided to reinforce security management structure

Security measures (1) Update global support systems, (2) start upgrading to zero-trust platforms, and (3) address issues at equity-method affiliates and in supply chains

H Execution of Effective Investments, Financial Health

Consolidated FY2022 Results  FY2024 Plan Operating Companies FY2022 Results  FY2024Plan
Business profit ¥235.8 billion ¥320.0 billion Steel business
Profit attributable to owners of Profit per ton*? 7,000 yen/ton*s 10,000 yen/ton

¥162.6 billion ¥220.0 billion

the parent Segment profit ¥146.8 billion ¥230.0 billion

ROE 7.9% 10% Engineering business

Debt/EBITDA 3.7x About 3x Segment profit ¥13.4 billion ¥35.0 billion
Revenue ¥512.5 billion ¥650.0 billion

D/E ratio*! 67.8% About 70%

Payoutratio (DPS) 28.5% (¥80) About 30% Segment profit ¥65.1 billion ¥40.0 billion

*1 For liabilities with equity subject to credit ratings, these equities reflect the evaluations of rating agencies
*2 Steel business profit per ton (consolidated segment profit / non-consolidated sales volume)
*3 Actually 3,000 yen/ton

JFE GROUP REPORT 2023
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Message from the CFO

Looking ahead to the investment in growth and the realiza-

tion of carbon neutrality in the future, JFE will firmly achieve

the Seventh Medium-term Business Plan and establish a

strong financial and profit base.

Masashi Terahata

Executive Vice President and CFO

JFE Holdings, Inc.

Progress on Financial Strategies and Aims in the Seventh Medium-term Business Plan

The financial strategy and policy of the Seventh Medium-term
Business Plan is to balance financial soundness with the effi-
cient execution of investments based on selection and concen-
tration. Withabudget of 1,450 billion yen for capitalinvestments
and business investments, JFE will reduce the ratio of invest-
ments for maintenance in the steel business and reallocate
funds for strategic investments, such as green transformation
(GX), digital transformation (DX), and cutting-edge facilities,
and overseas business investments. The Company plans to

keep these investments within the scope of net income (after
taxes and dividends) and depreciation and amortization. To
ensure financial soundness, JFE intends to maintain a D/E ratio
of about 70% while flexibly and stably procuring capital for
investments in growth and the realization of carbon neutrality in
the future. To this end, JFE plans to reduce assets by 200 billion
yenover four years by selling cross-shareholdings and reviewing
assets and businesses that contribute little to earnings.

Capital Allocation and Investment Plans under the Seventh Medium-term Business Plan

Steel business
¥1,080 billion / 4 years

Cash-in Cash-out

ncome*
024 target
0 billion

Depreciation and

amortization

* Profit attributable to owners Interest-bearing debt targets
of parent (Fiscal 2024)
Debt/EBITDA ratio: Around 3x
D/E ratio: About 70%

Progress as of Fiscal 2022

JFE has made capital investments and business investments in
line with its plan, having decided how to spend more than 50% of
the investment budget for the entire Group as of the end of fiscal
2022. Investments to achieve our CO- reduction targets are also
being steadily approved and executed, with a cumulative total of
110 billion yen already approved. In line with its basic palicy, the
Company has been making investments within the scope of net
income (after taxes and dividends) and depreciation and amorti-
zation. Due to an increase in working capital alongside higher
prices for primary raw materials and other commodities, interest-
bearing debt increased by 56.8 billion yen, to 1,862.9 billion yen.

JFE GROUP REPORT 2023

Engineering business

Capital ¥220 billion / 4 years
investments and
business investments
¥1,450 billion / 4 years

GXinvestment:

¥340 billion

DX investment:
¥120 billion

Steel business

« 40% of total investment
allocated to strategic
investments

GXinvestments ¥160 billion

DXinvestments ¥115 billion

Facility modernization

- Earnings improvement
¥150 billion, etc.

Total Consolidated Cash Flow in Fiscal 2021 and Fiscal 2022

(billion yen)
Cash-in Cash-out
Profit attributable to Dividend payment ¥115.5

owners of parent

¥450.6

CAPEX & investments
Depreciation and ¥635.4
amortization
¥521.8

Working capital, etc.

Asset compression
¥87.3 ¥365.6

Debt ¥56.8

Interest-bearing debt outstanding:
¥1,849.4 billion at the end of FY2021 — ¥1,862.9 billion at the end of FY2022

Assets werereducedby 87.3 billion yenas aresult of selling
cross-shareholdings, transferring shares in Group companies
following a review of operations, and selling some land in the
Keinin district. Of the subordinated loans raised in March 2018,
200 billion yen was repaid in advance of maturity, and a new

subordinated loan of 205 billion yen was raised in March 2023.
The rating agencies’ assessment of the capital component
changed from 25% to 50% for this new subordinated loan.

With these factorsinplay, the D/E ratio was 67.8%, achiev-
ing our target ahead of schedule.

Path to Achieving Medium-term Financial Targets

As one of the indicators we use as a financial target, we aim
for a debt/EBITDA ratio of around 3x. In fiscal 2022, this ratio
was 3.7x, missing our target. JFE must reduce its interest-
bearing debt further and secure more EBITDA in order to
achieve the target.

For fiscal 2023, JFE targets segment profit of 200 billion yen
in the steel business (225 billion yen excluding inventory valua-
tion differences). In line with the recovery of steel demand, we
will further improve sales prices. In addition, we will complete
structural reforms by suspending upstream processes at the
Keihin district in September 2023, thereby enhancing product
mix as well as reducing fixed costs. JFE expects to achieve

Earnings Targets for Fiscal 2024 in the Steel Business

¥42 billion

Includes a boost of ¥25 billion
from restructuring

¥225 billion

around 90% of its medium-term target (320 billion yen) with
Group business profit totaling 290 billion yen, including 25 billion
yen in the engineering business and 48 billion yen in the trading
business. In the steel business, we aim for profit of 260 billion
yen or more by fiscal 2024, the final year of our medium-term
business plan, which is higher than our 230 billion yen medium-
term target, as shown below.

With regard to interest-bearing debt, we will continue to
improve the cash conversion cycle (CCC) through inventory
reduction, in addition to asset reduction through the sale of
cross-shareholdings and review of businesses and assets
that contribute little to earnings.

Seventh
Medium-term

+a Business Plan
¥230 billion
Higherratioof high-value-added ~  |[EESSSSEEE BEEEEER - - ------------
products (electrical steel, etc.)
Improvements in sales prices such ¥260 billion
as overhauling the extra pricing, etc. or more

Expansion in overseas solutions
business, etc

Outlook for Fiscal 2023 Costreductions

(Excluding inventory valuation differences)

Shareholder Return Policy

Other measures Fiscal 2024 targets

We believe returning value to shareholders is one of the most
important issues for management. Our proactive stance on
shareholder returns entails a basic policy of targeting a divi-
dend payout ratio of about 309 while ensuring a sustainable
corporate structure for the entire Group.

In light of earnings prospects, JFE plans to distribute an
annual dividend of 100 yen per share (dividend payout ratio of
30.6%) for fiscal 2023.

On the other hand, PBR has been below 1x since March
2015. We attribute this to the market perception that JFE can-
not reliably realize ROE above the cost of equity due to earn-
ings volatility in the steel business and strong uncertainties in
the outlook for the steel business amid a declining birthrate,
aging population, and decarbonization.

The Board of Directors continues to discuss measures for

lifting the PBR, and for the time being, JFE will pursue the mea-
sures outlined in the medium-term business plan with the
intention of beating its own earnings targets. As a targetin our
medium-term plan, we understand it will be necessary to reli-
ably realize ROE of 10% (it was 7.9% in fiscal 2022), which is
commensurate with our estimated cost of equity. At the same
time, we will work on the development of innovative technolo-
gies for realizing carbon neutrality. Including reductions during
the transition period through 2030, JFE will spend on R&D and
invest in equipment to make steady progress toward realizing
carbon neutrality in a bid to wipe away market concerns about
the future viability of the steel business. By proactively dis-
closing these initiatives through investor relations and other
activities, we aim to increase corporate value and improve the
market's perception of us.

In order to flexibly advance the GX strategy and achieve sustain-
able profit growth, JFE Holdings has determined that it is neces-
sary to build an even stronger financial base and improve financial
flexibility. In September 2023, now that a path forward has
become visible in the medium-term business plan, the Board of
Directors has approved a resolution to (1) issue new shares in an
international offering, (2) dispose of treasury shares, and (3)
issue convertible bonds due 2028. The proceeds from the

Regarding Issuance of New Shares and Convertible Bonds

issuance of new shares will be used for investments in electrical
steel, an area of strong growth potential, while proceeds from the
issuance of convertible bonds will be allocated to investments in
carbon neutrality.

For more details, please refer to the Company’s news release on
September 5, 2023.
https://www.jfe-holdings.co.jp/en/release/2023/09/230905.pdf
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Special Feature: Electrical Steel Strategy

Steel Business
<Japan>»

West Japan Works
(Kurashiki district)
Additional expan-
sion of electrical
steel production
facilities

Modernization of
electrical steel
production capacity
Planned for fiscal 2026

Expand times

JFE GROUP REPORT 2023

Strengthen Production of
Electrical Steel

In its Seventh Medium-term Business Plan, JFE Holdings has designated electrical
steel as one of its high-value-added products to see expansion in production.

As environmental regulations are tightened around the world, the electrification of
automobiles has gained momentum. Accordingly, supply-demand conditions look
likely to tighten as a result of strong growth in demand for high-grade non-oriented
electrical steel sheet used in the primary drive motors of BEVs and other electric
vehicles. In addition, global consumption of electricity is likely to increase, particu-
larly in India, a growth market where demand is on the rise for grain-oriented electri-
cal steel sheet used to make transformers. With synergies betweenits steel business
and trading company operations, JFE Holdings aims to latch onto this demand and
spur further growth.

Electrical steel production
Expand supply structure for high-value-
added electrical steel

Japan
-
m Share
i i Expand collaboration
Ex”ar}géﬁﬁ?g?gf“”"g Strategles with alliance partners
Overseas

grain-oriented

electrical steel sheet Roll out SCM
@ A in new regions

Synergistic

Processing and distribution of electromagnetic cores
World’s No. 1 processing and distribution
system for electrical steel sheets

Feasibility study’s decision
for grain-oriented
electrical steel sheet joint
venture with JSW Steel
(India

effects
Deepen processing
functions of coil centers

Entire Group captures growing domestic and overseas demand for high-grade electrical steel sheet

As global initiatives toward carbon neutrality advance, the move toward vehicle electrifi-
cation is accelerating. With the tightening of environmental regulations worldwide,
demand for BEVs and other electric vehicles is expected to surge. Compared to 2019,
demand is anticipated to increase more than sixfold by 2026 and more than fourteenfold
by 2035. Alongside this growth, JFE Steel forecasts a rise in demand for non-oriented
electrical steel sheets, which are essential for drive motors.

To reliably capture this burgeoning demand, JFE Steel will increase its production
capacity for top-grade non-oriented electrical steel sheets to three times the current
level. We are presently advancing our capacity expansion efforts and plan to double cur-
rent production capacity in the first half of fiscal 2024, and to triple it by the middle of
fiscal 2026.

The top-grade non-oriented electrical steel sheets that we are increasing production
volumes for feature lower iron loss, higher strength, and higher magnetic flux density than
other types of non-oriented electrical steel sheets used for EVs. Utilizing our sheets as
core materials contributes to more power-efficient motors with higher revolutions and out-
put, allowing for a smaller and lighter motor, and either longer driving ranges or smaller bat-
tery sizes. These benefits would not be possible without the application of our proprietary
technologies, and meet the performance requirements of automobile manufacturers.

Alongside the electrification of vehicles, increased efficiency in energy utilization, and
the expanded adoption of renewable energy, we foresee sustained growth in global
demand for high-grade electrical steel sheets. Moving forward, JFE Steel will evaluate
additional capital investments to meet this growing demand.

What is electrical steel?

Electrical steelis a material that incorporates silicon (Si) and
aluminum (Al), etc., into iron. It possesses exceptional mag-
netic properties in terms of high magnetic flux density and
low iron loss, and exhibits nearly uniform magnetic charac-
teristics in all directions. There are two types of electrical
steel: non-oriented electrical steel sheet, which is suitable
for use as core material in motors; and grain-oriented elec-
trical steel sheet, which displays highly superior magnetic
properties in a single direction (the rolled direction), making
it a suitable core material in transformers, for example.

From household appliances and T equipment to trains,

Non-oriented electrical steel sheet

Main applications

® BEVs and other electric
vehicles

® Electrical equipment such as
motors

® Electric power generators

Main customers

® Manufacturers of automobiles,
automobile parts, home appli-
ances, and industrial machin-
ery in Japan and overseas

elevators, automatic doors, and conveyor belts, a diverse
array of equipment that utilizes electricity play a crucial role
in our affluent and convenient lifestyles. Among these,
electrical steel sheets are essential component materials
for motors and transformers. Notably, one of the distinctive
features of electric steel sheets is their remarkably low iron
loss (the energy loss that occurs when iron undergoes
magnetization, which is a contributing factor to reduced
efficiency in transformers and motors). This significantly
contributes to enhancing the efficiency, miniaturization,
and lightweight design of various equipment.

Grain-oriented electrical steel sheet

Main applications

@ Electric power and
distribution, transformers

Main customers

® Heavy electric machinery
makers, etc., in Japan
and overseas

Increase production and sales of top-grade non-oriented electrical steel sheets by leveraging the Group’s
extensive supply chain, as well as its product development capabilities and production technologies

Outlook for global demand for EVs
(millions vehicles)
87

2022 version forecasts

2020 version forecasts
21

50

40

14 5 )
2019 2023 2026 ¢ 2030 ¢ 2035

Source: FujiKeizai 2020, 2022 edition HEV, EV-related market thorough
analysis survey

Expansion of production capacity

Totalinvestment | Commencement of Production capacity
amount operations (planned) (planned)

Double

- ! current production
About ¥49.0 | Firsthalf of fiscal capacity for top-grade

non-oriented electrical
steel sheets for primary

Phase| billon 2024

driver motors of EVs

Tripling
of current capacity
includes Phase |
expansions

About ¥46.0 During fiscal

Phasell billon 2026

Aims of primary drive motors in EVs

JFE Steel satisfies performance requirements for electrical steel

Higher efficiency
(higher power efficiency)

Longer driving ranges,
smaller battery sizes

Higher revolutions

and output Smaller and lighter motors

C Low ironloss

Our top-grade non-oriented
electrical steel sheet more than
satisfies these performance

$ Achieving both a challenge

(H\gh magnetic flux denswty)

Achieving both a challenge

( High strength

requirements through use of
proprietary technologies
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Special Feature: Electrical Steel Strategy

Steel Business

<Overseas»>

Expand business

in India, where
economic growth is
strengthening

Demand for
grain-oriented electrical
steel sheet

Projected size of market in 2030

480,000

tons
Aimto be
the world’s No. 1
processor and

distributor

Electrical steel process-
ing centers
End of fiscal 2022

1 1 countries
1 5bases

JFE GROUP REPORT 2023

In‘addition to growing global demand for electricity, the increasing adoption of renewable
energy is likely to lead to a significant increase in demand for power transformers and
distribution transformers. In particular, India's economy is growing at an annual clip of 7%,
and demand for grain-oriented electrical steel sheets islikely to increase at a similar pace.
We anticipate that by 2030, the scale of this market will reach 480,000 tons in India.

Furthermore, due to high-efficiency regulations imposed by the Indian government on
power generation plants, high-grade grain-oriented electrical steel sheets have primarily
been used in transformers for government projects since 2018. This suggests potential
for further growth in demand for high-grade steel products.

Since we entered into the strategic comprehensive alliance agreement with JSW Steel
in 2009, we have deepened the level of our collaboration through capital participation, as
well as the provision of environmentally friendly technology solutions for automotive steel
materials and non-oriented electrical steel sheets. Looking ahead, JFE Steel will continue
to fully leverage its technologies and steadily tap into this demand.

Outlook for power generation capacity in India

(Gw) 1,764
1,349
931
600
414 I
2019 2025 2030 2035 2040 (vean)

Source: [EA India Energy Outlook 2021

The JFE Shoji Group currently has a five electrical steel processing bases in Japan, as well
asin 15 overseas locations across 11 countries, including China, the ASEAN region, India,
Mexico, and Canada.

In light of the accelerating global movement toward decarbonization, demand is
increasing for electrical steel amid the rapid shift to EVs, increasing efficiency of trans-
formers, and the expanded adoption of renewable energy. In response, the JFE Shoji
Group is expanding capacity at all of its domestic and overseas bases.

In Japan, we are proceeding to expand plants and upgrade press processing equip-
ment at the Nagoya plant of JFE Shoji Electrical Steel Co., Ltd.

9

JFE Shoji Power
Canadalnc.
Japan: 5 bases

Overseas: 15 bases

Overseas processing bases

Basic Agreement with India’s JSW Steel for Establishment
of Production and Sales Company for Grain-Oriented
Electrical Steel Sheets

JFE Steel and JSW Steel have been conducting detailed studies
aimed at commercializing the production and sales of grain-ori-
ented electrical steel sheets inIndia. In August 2023, this culmi-
nated in a contract for the establishment of a joint venture
company with JSW Steel. Plans call for the joint venture to be
located in the Bellary district of Karnataka, India, where JSW
Steel's Vijayanagar Works is situated. Hot-rolled steel sheet, the
raw material for grain-oriented electrical steel sheets, will be
produced at JSW Steel's Vijayanagar Works, thereby establish-
ing Indig’s first integrated production system for grain-oriented
electrical steel sheet. By locally producing the high-grade grain-
oriented electrical steel sheets that feature excellent energy
efficiency thanks to the technologies that JFE Steel has devel-
opedover the years, JFE Steel will contribute to the development
of greener power transmission and distribution infrastructure
and support the significant growth of the Indian economy. Once
approvals from relevant authorities have been obtained with the
intention of commencing full-scale production by fiscal 2027,
we will proceed with the establisnment of the joint venture and
the construction of the production facility.

JSW Steel Ltd. Vijayanagar Works

Overseas, through our collaboration with the major French
motor core manufacturer Bourgeois S.A., we are keen to supply
motor cores mainly to European automakers in China, Mexico,
and the United States. JFE Shoji Steel de Mexico, SA. de C.V.
continues to strengthen processing and logistics capabilities
for non-oriented electrical steel sheets used in motor cores, as
well as grain-oriented electrical steel sheets used in trans-
former cores.

Additionally, JFE Shoji Power Canada Inc., which joined the
Group in 2019 (formerly Cogent Power), aims to complete
within the year the expansion of its processing facilities for
grain-oriented electrical steel sheets for transformers, a mar-
ket expected to grow in North America, while also developing
markets in the EV field.

Furthermore, JFE Shoji Steel India Private Limited is syn-
chronizing strategies with JFE Steel, which is establishing a
joint venture with JSW Steel, to improve supply chain manage-
ment, including the strengthening of existing businesses. In
China, we have commenced plant expansion and equipment
upgrades for automotive motor cores at Zhejiang JFE Shoji
Steel Products Co,, Ltd. in order to capture EV demand.

We will steadily move forward on the building of a processing
and distribution structure in Japan and abroad with the aim of
creating the world's No. 1 processing and distribution system, to
lock into anticipated growth in demand for electrical steel sheet.

Mutually Fruitful Collaboration with JSW Steel

JFE Steel has built up solid ties

with JSW Steel in India to cater to

rising demand, driven by rapid

development in the country, with

‘Make-in-India” steel products.

Since our capital participation in

2010, we have contributed to JSSW

Steel's dramatic growth by provid-

ing our well-established technol-

ogy for high-grade steel, including - SIS
automotive steel sneetsand NoN-  Sea) e Poatomt Voshinaa
oriented electrical steel sheets. Kitanoof JFE Steel

With our recent agreement to

establish a joint venture company for production and sales of
grain-oriented electrical steel sheet, we will further contribute
to India's green growth and development.

History of collaboration with JSW Steel

Date Event
November 2009 |Conclusion of Comprehensive Strategic Collaboration Agreement

July 2010 Capital participation and Technical Collaboration Agreement

Licensing of automotive steel sheet production technology
and steelmaking operation improvement technology

August 2010

February 2012 | Application of the Equity Method

Licensing of non-oriented electrical steel sheet production
technology

Agreement to jointly establish grain-oriented electrical steel
sheet production and sales company

December 2012

August 2023

Voice from the Front Lines

Demand for electrical steel sheet has steadily increased in
North America due to needs for higher energy efficiency,
greater adoption of renewable energy, and the electrifica-
tion of automobiles.

Through collaboration with JFE Shoji Steel America, Inc.
(JSA), which is part of the JFE Shoji Group, we are able to
secure a larger market share in the electrical steel sheet
markets for transformers and automobiles in North America.

We plan to complete the installation of new transformer
processing equipment by the end of 2023, and will continue
to develop the EV market in
line with demand for electrical
steel sheets in North America.

We are extremely pleased
to be able to contribute to the
JFE Shoji Group, one of the
world's leading processors of
electrical steel sheet for trans-

formers and motor cores.
Ron Harper

President and CEO
JFE Shoji Power Canada Inc

JFE GROUP REPORT 2023

anjep @1ea4) 03 Abajesys

38



39

Strategy to Create Value

Special Feature: Land Utilization in the Keihin District

Following the suspension of upstream operations in the Keihin
district of the East Japan Works, areas exceeding 400 hectares,
centered around the 222-hectare Ohgishima site, will be sub-
ject to land use transition.

The JFE Group will take on the challenge of transitioning this
land to a different use, with an eye on the future and the sus-
tainable development of the local community and society.

Aiming to Utilize Land for Sustainable Regional
Development in Collaboration with Kawasaki City

JFE Holdings, in the pursuit of an optimal domestic production struc-
ture through reforms, has entered into an agreement with Kawasaki
City to repurpose the use of land in the Keihin district. The two parties
are working together to explore ideas for using this land.

Characteristics of the Keihin district:
® Vast land located in the Greater Tokyo area, a major economic region

® Geographical advantages: Close to major roads, such as the Metropolitan
Expressway Bayshore Route, and Haneda Airport

Ohgishima South
® Concentration of power plants and other energy facilities in the vicinity 222 ha

® | ocationin Keihin Portand the existence of one of the Japan's deepest berths

Announcement of

OHGISHIMA 2050 Land Use Concept

Along with the suspension of blast furnaces in September 2023, JFE Holdings announced OHGISHIMA 2050 as a
concept for using land centered in the Ohgishima South, in line with Kawasaki City’s land use policy.

PICKUP

We aim to create fields of innovation and enterprise that will address the complex challenges involved in the
pursuit of carbon neutrality, developing the site into an urban area that will contribute to the sustainable

CONCEPT:  development of communities and society as a whole and help address some of the key challenges Japan faces.
Itis also hoped that the area will be able to provide support for the Greater Tokyo area’s disaster prevention
and management initiatives.

Rendered using Geospatial Information Authority

JFE GROUP REPORT 2023 of Japan map data.

Start of Business as Pioneer of Transitioning Large-scale Land Use in Minami-watarida Area

In March 2023, we selected a business partner for the north
side of the north district of the Minami-watarida area. We
began work on urban development with a focus on R&D func-
tions, taking the first step in transitioning the large-scale use
of land encompassing about 400 hectares. In the same month,
JFE decided to sell land to companies that can capitalize on its

Role of the JFE Group and Business Use

The JFE Group is working with Kawasaki City, other government
agencies, and local companies, including energy companies, to
develop the areainaway that will help fuel the sustainable devel-
opment of the Keihin Waterfront Area, and we will accordingly

proximity to major transportation arteries and Kawasaki Port in
the Ohgimachi area.

We intend to prepare the Mizue district to become a major
recycling hub in the Greater Tokyo area, with J&T Recycling
Corporation, a subsidiary of JFE Engineering, in charge of work-
ing with the government to launch operations in fiscal 2024.

undertake comprehensive land management, encompassing
Site sales, leasing, and business use. In terms of business use,
we will be looking at new carbon-neutral businesses and recy-
cling businesses on a Groupwide basis.

@lgle[pllneEr EElefelf==l - Carbon-neutrality business EE

Participationin supply chains for hydrogen, ammonia, etc.

Carbon-neutrality business

Ohgishima North

Electric power business [ f ]

Collection, transport, storage, liquefaction, shipping, CCS/CCU for CO2
emitted by local energy companies etc.

Introduction of Hz into power plants for clean electricity generation, stor-
age, and sale

Mizue area Recycling business H

Collaborating with Kawasaki City to develop the site as a major recycling
center for Greater Tokyo

M UFE Steel M JFE Engineering B JFE Shoji

Land Use Zoning and Realization Process for Ohgishima District

space

New urban steelworks i b
(steel plate production) Mixed-use Next-generation
development zone industrial zone

Roadside Mobility :
Area hub :
about 20 ha H
: H

Shared urban Portlogistics

zone |

H

H

i

H

Port functions
(deepwater berth)

\Carbon:neutral| ]
energy;zone,

Mobility
hub,
Co-Creation >~ Lead Area

Area N about 70 ha
about 130 ha

@ Lead Area

Inthe Lead Area, using the deepwater berth, plans call for the cre-
ation of hydrogen supply bases and port logistics facilities, which
will guide the entire district toward carbon neutrality and facilitate
the transition of land use. A portion of the land in the Lead Area is
slated to become available in fiscal 2028.

@ Roadside Area @ Co-Creation Area

Inadditionto the Pilot Area, the Roadside Area will feature facilities
that align with the land use concept and take advantage of the
proximity to the road. The Co-Creation Area will be for testing
technologies of the future and implementing the latest services,
and feature next-generation industries, commerce, and culture &
lifestyles.

At the center of the Co-Creation Area will be the Shared urban
space withrich greenery and the latest infrastructure that supports
DX and GX, including next-generation mobility, carbon-neutral
energy, and high-speed information platforms. On each side of the
Shared urban space will be the Mixed-use development zone and
the Next-generation industrial zone for Japanese and foreign com-
panies to come up with applications related to next-generation
industries, commerce, and culture &lifestyles. The aimis to promote
urban development through public-private co-creation that is in
tune with the dynamic and diverse changes in modern times. Based
onthis outline of the overall district, JFE will advance preparations in
stages without interruption, setting its sights on targets for 2050.

Message from the Director in Charge

Promoting OHGISHIMA 2050, JFE Holdings aims to transition this land use, which has high public utility and help
solve important national issues. Through efforts to establish new industries and create jobs for the next
century, we aim to play our part in the sustainable development of the region

and society. While collaborating with Kawasaki City and other government enti-

ties, as well as neighboring energy companies and other local firms, JFE will  Makoto Iwayama
leverage the comprehensive potential of the Keihin Waterfront area and

engage in responsible area management guided by the concept for 2050. We
are ready to make strong progress transitioning the use of this land.

Senior Executive Officer in charge of
Keihin Area Land Development Dept
JFE Holdings, Inc
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