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Presentation 

 

Moderator: Ladies and gentlemen, we would now like to begin the financial results briefing of JFE Holdings, 
Inc. 

Today’s speakers are Mr. Masashi Terahata, Representative Director, Executive Vice President, and Mr. 
Toshihiro Tanaka, Senior Vice President. The duration of the session will be 60 minutes, consisting of a 30-
minute presentation and a 30-minute Q&A session. 

Mr. Terahata, Representative Director, Executive Vice President, will give a few words. 

Terahata: I am Terahata. Thank you very much for taking the time out of your busy schedule to participate in 
today's briefing. 

We have raised our full-year forecast for consolidated business profit to JPY390 billion, an increase of JPY30 
billion from the previously announced JPY360 billion, due to an expected increase in segment profit in the 
Steel business and Trading business. 

In the Steel business, we are implementing rationalized production in light of the temporary easing of demand 
for steel products due to softening overseas markets and prolonged production cutbacks in automobiles. 
Despite an expected decline in production volume as a result, segment profit is expected to increase by JPY23 
billion, due to the effect of improved selling prices and the revenue increase in Group companies. 

In the Trading business, we also expect full-year segment profit to increase by JPY8 billion due to the 
continuation of profit growth at overseas Group companies, mainly in the Americas. 

In addition, today we announced a review of the JFE Group's CO2 emission reduction targets. Specifically, we 
have decided to revise upward our FY2030 CO2 emission reduction target for our Steel business from 20% or 
more reduction to 30% or more reduction compared to FY2013, based on the progress of our carbon neutral 
initiatives and the improvement of the external environment. The entire Group will continue to vigorously 
promote initiatives to solve climate change issues, with the dual focus of reducing CO2 emissions and 
contributing to the reduction of CO2 emissions in society as a whole through our business activities. 

Mr. Tanaka, Senior Vice President, will now explain the details.  
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Tanaka: My name is Tanaka. 

I would now like to explain in accordance with the financial results material posted on our website today. 

Today's contents are as shown. 
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First, here are the JFE Group's financial results for the third quarter of the fiscal year ending March 31, 2022, 
FY2021.  

The cumulative results for the period from April to December of FY2021 show revenue of JPY3,097.3 billion, 
business profit of JPY322.8 billion, total segment profit of JPY314.2 billion, and profit attributable to owners 
of parent of JPY223 billion. 

We have recorded a loss of JPY10.4 billion as exceptional items in the middle of the table. This includes 
impairment loss and loss on liquidation of subsidiaries and affiliates. 

The left-hand side of the table shows the results for last year, when all of profit items were in red. We have 
made a significant improvement. 
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This table shows forecasts by segment. 

The Steel and Trading businesses have seen a significant increase in revenue due to higher sales prices and 
higher sales volume due to recovery in demand. 

Segment profit was JPY252 billion in the Steel business, JPY21.3 billion in the Engineering business, and 
JPY41.9 billion in the Trading business, with a significant recovery in the Steel business. Segment profit in the 
Engineering business exceeded JPY20 billion through the third quarter. In addition, segment profit in the 
Trading business exceeded JPY40 billion. Earnings in each segment have improved significantly compared to 
the previous year. 
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Next, I would like to explain our full-year earnings forecast for FY2021. 

The table shows the comparison with the previous forecast announced in November. 

Revenue is expected to be JPY4,370 billion, an increase of JPY30 billion from the previous forecast. Business 
profit is expected to be JPY390 billion, an increase of JPY30 billion from the previous forecast, and segment 
profit is expected to be 380 billion, also an increase of JPY30 billion from the previous forecast. The forecast 
for net profit is JPY270 billion, an increase of JPY20 billion from the previous forecast. 

The following page shows forecasts by segment. 
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As for revenue, the breakdown is as shown. 

Segment profit is expected to be JPY303 billion in the Steel business, an increase of JPY23 billion from the 
previous forecast. Segment profit in the Engineering business is expected to be JPY25 billion, the same as the 
previous forecast. Segment profit in the Trading business is expected to be JPY53 billion, an increase of JPY8 
billion over the previous forecast. Total increase is JPY30 billion from the previous forecast. 
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The following table shows a comparison with the previous fiscal year. 

The numbers for this fiscal year are the same as above. As you can see, the results for FY2020 were in the red, 
so we expect a significant improvement as explained in the cumulative results for the third quarter. 
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The next page is a slide showing the results by segment, which is the same as the explanation of the third 
quarter results, so let me move on to page 11. 
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Page 11 shows the forecast for consolidated cash flow and debt-to-EBITDA ratio. 

As shown in the lower right-hand corner, we forecast the balance of interest-bearing debt to be JPY1,900 
billion in FY2021. The actual results for FY2020 are shown on the left. We forecast an increase in interest-
bearing debt of over JPY90 billion. 

On the left is a chart showing the consolidated cash flow forecast. On the cash-in side, net profit is expected 
to be JPY270 billion, depreciation and amortization to be JPY250 billion, asset compression to be JPY45 billion. 
On the cash-out side, in addition to the JPY350 billion in capital investment and JPY40 billion in dividend 
payment, the biggest reason for the increase in interest-bearing debt this time is the working capital, etcetera. 

As the price of raw materials has risen, working capital has also increased considerably, which has led to an 
increase in borrowings, but as shown in the graph on the right, earnings have also risen, so in terms of the 
debt-to-EBITDA ratio, we have reached the seventh mid-term business plan target level of three times. 
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Next, I will talk about dividends. 

The Company proposes to pay a year-end dividend of JPY80 per share for the current fiscal year, for a total 
annual dividend of JPY140 per share. As announced in the mid-term plan, our basic policy for dividends is to 
maintain a payout ratio of approximately 30% on a consolidated basis. Based on the current forecast of JPY270 
billion in net profit and a dividend payout ratio of 30%, and as the annual dividend will be JPY140 and the 
interim dividend was JPY60, the year-end dividend will be JPY80. 
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Next, I will explain the details of each business segment. 

First of all, let’s look at the situation of the Steel business up to the end of the third quarter. 

The figures are arranged by quarter. In the October to December period of FY2021, the segment profit was 
JPY93.5 billion. On the other hand, underneath, there is a figure excluding inventory valuation, etcetera. In 
the third quarter, the cost of raw materials increased considerably, so the so-called inventory valuation 
difference was recorded in a large amount. Excluding that, the figure for the October to December period was 
negative JPY3.5 billion. 

The volume of standalone crude steel was 6.25 million tons. The third item from the bottom is the average 
sales price of steel products, which was JPY107,600 in the third quarter, an increase of JPY6,600 from the 
previous quarter, July to September. Compared to the same period a year ago, the price was JPY73,400 a year 
ago, which means that the price has increased by about JPY34,000. 
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This page shows a breakdown of changes in segment profit compared to the previous fiscal year for the first 
nine months. 

As you can see, we had a deficit of over JPY100 billion last fiscal year, so the increase is JPY353.9 billion. The 
breakdown is as shown. 

Cost had a positive impact of JPY23 billion, and the volume and mix had a positive impact of JPY 56 billion, 
due to the fact that the volume of crude steel production increased by 2.76 million tons compared to last 
fiscal year. 

The spread had a positive impact of JPY17 billion. The price of main raw materials has risen significantly, both 
iron ore and coking coal, while overseas market conditions have continued to be favorable, and efforts to 
improve domestic selling prices have produced an effect. 

Inventory valuation had a positive impact of JPY235 billion due partly to the rise in raw material prices. The 
breakdown is as shown on the right. This factor has made a significant positive contribution. Others had a 
positive impact of JPY22.9 billion, but there were large increases and decreases. The earnings of domestic and 
overseas Group companies have also improved significantly, by about JPY110 billion, while the rise in prices 
of metals and scrap has been a negative factor of about JPY90 billion. 
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Now, let's look at the current business environment, starting with Japan. 

Generally speaking, steel demand is expected to remain on a recovery trend, although there is a temporary 
weakening due to reduced automobile production caused by the shortage of semiconductors and parts supply 
constraints. 

Next is the forecast for domestic ordinary steel consumption in the fourth quarter of FY2021. As shown in the 
graph on the left side below, there was an increase of 4.2% compared to the same period last fiscal year, and 
an increase of 2.8% compared to the previous quarter, so we expect demand to increase in the fourth quarter 
of FY2021. 

The next is about steel demand by sector. First of all, in the Automotive sector, there is a decline in production 
activities due to semiconductor shortages and parts supply constraints. Normalization is expected to begin in 
the next fiscal year, and the annual production volume is expected to be around 8 million units. This is a 
downward revision of 200,000 units from the previous forecast of around 8.2 million units. 

In the Shipbuilding business, new shipbuilding orders have been very strong in line with the recovery of the 
global economy. The amount of orders which have already won is also maintaining a stable level. At the same 
time, however, Japanese shipbuilders are taking a cautious stance due to the rising cost of materials and 
equipment, so we need to keep a close watch on them. 

As for Other Manufacturing, demand for construction equipment has been very strong and steady, and 
demand for industrial machinery has also been strong both in Japan and overseas. 
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In the construction sector, civil engineering demand is also firm, and overall steel demand is expected to 
exceed the previous fiscal year's level. In the Building sector, we have been saying for some time that large-
scale projects and logistics warehouses are steady proceeding. I believe that small and medium-sized 
properties such as stores and offices, which had been a little stagnant due to the spread of the coronavirus 
infection, are gradually starting to move. 

 

Let’s look at the overseas business environment. 

Overseas, in general, the recovery trend is expected to continue in line with the recovery of the global 
economy, but due to the prolonged global production cutbacks in the Automotive sector, the stagnation of 
construction demand due to the reemergence of the COVID-19 infection, and China's economic problems, the 
supply and demand for steel products has temporarily eased, and the market has declined slightly. 

The table on the right shows the situation in each country. In China, infrastructure investment is decreasing 
due to monetary tightening policies, and domestic demand is stagnant due to the impact of COVID-19 and 
other factors. On the other hand, in December, it was almost clear that crude steel production would fall 
below the previous year's level for the year, and although it was very temporary, there was a rush increase in 
production and an increase in steel exports. However, we expect the government's policies to remain basically 
unchanged this year. The other question is whether China's economy will recover in the future. I believe that 
the supply and demand for steel will become tighter, but I think we need to keep a close eye on it. 

As for India, the recovery in demand is not as strong as it could be, as India also continues to see a reduction 
in automobile production. As for steel exports, I believe that there is a possibility that the steel products will 
be exported to Southeast Asia if there is a prolonged decline in steel demand in Europe. 
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Similarly, in the case of Russia, if demand stagnates in Europe and Turkey, which are its main sales destinations, 
there is a possibility that it will move to secure volume in other parts of the world, including Asia. 

In Southeast Asia, construction demand has been affected by the spread of the COVID-19 infection, and 
demand has been sluggish. Due to exports from India and other factors, the steel market has softened 
considerably. However, we believe that the market will bottom out and recover in the future due to the 
recovery of automobile production and progress in measures against the COVID-19 infection. 

 

The situation of raw material prices, etcetera.  

As you can see, the price of iron ore in the upper left-hand corner has dropped considerably since last summer 
due to the crude steel production cutback in China, but it has started to rise again due to the crude steel 
production increase in China in December and concerns about the impact of torrential rains in Brazil. 

The graph below shows the price of coking coal, which once dropped from the high level of last summer and 
autumn due to the decrease in crude steel production in China and the improvement in the supply and 
demand of coking coal in China, but has now reached a record high again due to the recovery of crude steel 
production in China and the ban on coal exports from Indonesia. 

On the other hand, the HRC price in Southeast Asia has been gradually declining, but is still at the USD750 
level, and we believe it will bottom out at this level. 
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Next, I would like to explain the assumptions underlying our business forecast. 

First of all, crude steel production is expected to be about 26 million tons, down about 500,000 tons from the 
previous forecast. The Kurashiki No. 4 Blast Furnace has been running smoothly with an early start-up 
executed in December. At the same time, however, in light of the current temporary easing of steel demand, 
we are considering not forcibly increasing production, as we are oriented toward price-first rationalized 
production. 

As for the metal spread, we expect the total spread for domestic and exports to improve by JPY7 billion from 
the previous forecast. As you can see below, the price of iron ore has already been decided for the fourth 
quarter of this fiscal year. Another variable factor is the price of coking coal in the fourth quarter, but as we 
saw earlier, the market price is very high at present. Although we believe this is a little overheated, it will take 
a certain amount of time for the price to settle down, so for the time being, we expect the price to remain in 
the high range of the current level, which will determine the price in the fourth quarter. 

Regarding selling prices, in Japan, as we have been explaining, we have been making strong efforts to reflect 
the cost of main raw materials in selling prices as early as possible. This time, too, there has been further 
progress in improving selling prices, especially in Japan, compared to the previous forecast. Below that, 
exports are expected to show a negative trend in terms of selling prices compared to the previous forecast 
due to market adjustments in line with the softening of overseas markets, but the total spread is expected to 
improve positively compared to the previous forecast due to the improvement in domestic prices. 

On the other hand, as you can see at the bottom of the page, metal prices continue to be at historically high 
levels. 
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This is the earnings forecast for JFE Steel. 

As I mentioned at the beginning, the figures are based on the assumptions of segment profit of JPY303 billion 
and crude steel production of 26 million tons. 
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This is a breakdown of the JPY23 billion upward revision from the previous forecast. 

The expected impact of volume and mix was revised downward by JPY9 billion, as I just mentioned, due to a 
500,000-ton reduction in production. The impact from the spread has been increased by JPY7 billion. The 
positive impact of inventory valuation was revised upward by JPY15 billion. The impact of other factors was 
revised upward by JPY10 billion, with a downward revision by about JPY14 billion due to rising prices of metals 
offset by the improved earnings of domestic and overseas Group companies. In total, segment profit forecast 
has increased by JPY23 billion. 
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This is a breakdown of the JPY368.4 billion improvement from the previous year. 

As I have explained each time, cost will have a positive impact of JPY30 billion, volume and mix of JPY63 billion, 
and the spread of JPY93 billion. Although there was a significant increase in raw material prices, the spread 
improved due to improved domestic sales prices in addition to export prices. 

Inventory valuation will have a positive impact of JPY210 billion. 

In Others, profit improvements at domestic and overseas Group companies is expected to be about JPY120 
billion, while the rise in prices of scrap metal, etcetera, will have a negative impact of about JPY130 billion. 
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This page shows a comparison of the first half and second half of FY2021. 

Although there will be a decrease of JPY14 billion if you compare the second half with the first half, cost 
reductions will have a positive impact of JPY15 billion. The volume of crude steel was 12.7 million tons in the 
first half and is expected to be 13.3 million tons in the second half, so an increase of 600,000 tons, which 
corresponds to JPY17 billion. 

The spread will have a positive impact of JPY43 billion. Although prices of raw materials are expected to 
increase significantly in the second half of the year, the spread is expected to improve as selling prices, 
especially domestic selling prices, will make a significant contribution. 

Inventory valuation is as shown. 

As for others, as a specific factor to the end of the fiscal year, depreciation and other expenses will increase 
in the second half of the fiscal year, which will have a negative impact of about JPY35 billion. In addition to 
this, there will be a JPY45 billion difference between the first and second half of the fiscal year due to the rise 
in prices of metals and scrap. In total, other factors are expected to have a negative impact of JPY85 billion. 
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Next, let’s look at the Engineering business. 

As I mentioned at the beginning, the segment profit for the Engineering business is expected to be JPY25 
billion, which is the same as the previous forecast, but orders received is expected to be JPY530 billion, which 
is a JPY20 billion decrease from the previous forecast. Revenue is expected to be JPY510 billion, which also a 
JPY10 billion decrease from the previous forecast. 

The overall environment has not changed significantly, but in terms of orders, bid solicitation of some 
overseas projects has been delayed due to the impact of the coronavirus infection and other factors, and 
orders are likely to be delayed to the next fiscal year, which is expected to amount to JPY20 billion. 

In the same way, revenue has been revised downward by about JPY10 billion due to a decrease in the volume 
of work for the current fiscal year caused by a gradual shift in the timing of project bid solicitation, but on the 
other hand, profit is expected to remain at JPY25 billion through cost reductions and other measures. 
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Next is the Trading business. 

As for JFE Shoji, the business environment is similar to that of the Steel business. We expect a profit increase 
of JPY8 billion this time. This is because profit continues to increase, especially at our group companies in 
North America. 

In our previous forecast, we had factored in the fact that the steel market would decline in the second half of 
the year and slowdown in terms of earnings, but we have revised profit upward because we have been able 
to maintain earnings at a fairly high level at the moment. 

That's all I have to say about our performance. 
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As for the topics, as mentioned by Mr. Terahata, Executive Vice President, at the beginning of this presentation, 
I would like to explain the new target for CO₂ emission reduction. 

The CO₂ emission reduction target for FY2030 has been reset at 30% or more. In September 2020, we 
announced a target of 20% or more by FY2030, ahead of other domestic steel companies in terms of individual 
company targets. 

Furthermore, last year, at the same time as announcing our mid-term plan, we formulated the JFE Group 
Environmental Vision 2050 and announced that we would reduce CO₂ emissions by 18% by the end of 
FY2024 ,and become carbon neutral by FY2050. In the mid-term plan, we said that we would study the target 
for FY2030, and this time we revised the CO₂ emission reduction target for the Steel business to 30% or more. 
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The background to the revision of the target is the progress in our efforts to become carbon neutral, as well 
as the improvement of the external environment. 

Specifically, as an initiative, we have established a new specialized organization since last summer. In addition, 
we have established the Carbon Neutral Advancement Committee to build a quick and efficient promotion 

system, and we have also been able to increase the amount of CO₂ emission reduction by expanding the 
application of existing technologies and accumulating new reduction items. This includes considering the 
introduction of new processes, including electric furnaces. 

In terms of the external environment, the adoption of NEDO's Green Innovation Fund Project is expected to 
accelerate R&D. In addition, the government's Sixth Strategic Energy Plan has been decided, and the emission 
factor of purchased electricity is expected to improve. 
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This page describes the Group's target for reducing CO₂ emissions. 

With regard to the emissions reduction target for the Steel business, the target is 18% by the end of FY2024 
and 30%-plus by FY2030, using FY2013 as the base year. 

On the other hand, the Engineering business will contribute to the reduction of CO₂ emissions from society 
as a whole, by achieving 12 million tons by FY2024 and 25 million tons by FY2030, which are the same figures 
announced in the mid-term plan. 
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As I mentioned, we have been selected for the Green Innovation Fund Project. 

The technology development items, including carbon recycling blast furnace as our proprietary technology 
development items, have been selected for the fund. This fund will be used to promote projects that utilize 
hydrogen in the steelmaking process. Total budget is JPY193.5 billion for four themes. Our carbon-recycling 
blast furnace is included in the "development of low-carbon technology utilizing hydrogen from external 

sources and CO2 contained in BF gas.” 
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Finally, let's talk about transition bonds. 

We plan to issue transition bonds, corporate bonds, in the form of a public offering in order to promote 
various carbon neutral initiatives. We applied for the climate-transition-finance model project of the Ministry 
of Economy, Trade and Industry, and it has been approved as a model case. We were selected as a model 
project because of our long-term strategy, use of funds, and management system, and we are the first 
manufacturing company in Japan to be selected. 

The Company plans to issue transition bonds during FY2022. The funds will be used for energy conservation, 
eco-product manufacturing, super-innovative steelmaking process development, renewable energy, etcetera, 
as described here. 

That's all from me. 

 [END] 

This document does not purport to address the requirements of the Financial Instruments and Exchange Act. It is the 

responsibility of the user of this document to determine the correctness and integrity of the information in regard to its 

use. The forecasts presented are prepared on the basis of information available at the time of the briefing session and 

include uncertain factors. It is strongly recommended NOT to rely only on the forecasts in this document when making 

investment decisions. In no respect will JFE Holdings, Inc. incur any liability for any damage arising out of, resulting 

from, or in any way connected to the use of the information contained herein. 

 


