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Presentation 
 

Moderator: We will now begin the investors' meeting of JFE Holdings, Inc. In attendance today are Masashi 
Terahata, Representative Director, Executive Vice President; and Tsunao Takura, Vice President. 

This briefing will last approximately 30 minutes for the presentation and 30 minutes for the Q&A session, for 
a total of 60 minutes. Questions will be answered collectively after the explanation. 

First, Mr. Terahata, Representative Director, Executive Vice President will provide an overview of the financial 
results and outlook announced today. 

 

Terahata: First of all, in 1Q of FY2024, business profit was JPY56.9 billion. As noted in the materials, 1Q 
earnings declined YoY due to lower sales to the automotive industry owing to new certification issues and 
other factors, as well as lower crude steel productions at JSW in India due to planned repairs and stagnant 
public investment owing to a wait-and-see attitude before the general elections. Due to these temporary 
negative effects in 1H, business profit excluding inventory valuation, etc., is expected to be JPY308 billion, a 
decrease of JPY27 billion from the previous forecast. 

Although we will not reach our target of business profit of the 7th mid-term plan of JPY320 billion, we expect 
to achieve profit per ton of steel business of JPY10,000. Profit attributable to owners of parent is projected to 
be JPY205 billion, an increase of JPY7.6 billion from the previous fiscal year. 
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Based on the above, the annual dividend is expected to be JPY110 per share as previously announced, and 
the Board of Directors today approved a policy of JPY50 per share for the interim dividend based on this 
forecast. 

 

Takura: I will now explain the details of the financial results. 

Page five shows the 1Q results. 

Revenue was JPY1,211.1 billion and business profit was JPY56.9 billion, down JPY27.9 billion YoY. Business 
profit excluding inventory valuation, etc., was JPY61.9 billion, a decrease of JPY13.9 billion, as noted below. 
Profit attributable to owners of parent was JPY27.5 billion, a decrease of JPY32.1 billion YoY. 

As explained in the previous announcement, the negative JPY12.2 billion in exceptional items shown in the 
middle row includes the loss related to the sale of GECOSS shares. 
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On page six, the 1Q results are broken down by business segment. 

Segment profit in the steel business was JPY31.5 billion, a decrease of JPY36.6 billion YoY, which will be 
explained in detail on the next page. The engineering business posted an increase of JPY4.1 billion YoY to 
JPY4.0 billion due to an increase in sales revenue and the effect of profit margin difference by project. 

On the other hand, profit in the trading business decreased by JPY3.2 billion YoY to JPY11.5 billion due to a 
narrowing of spreads in the US and a decrease in profit from domestic construction materials compared to 
the same period last year. 
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Here is an analysis of the YoY difference in 1Q at JFE Steel. 

Cost reductions were positive JPY18 billion, as initially expected, mainly due to structural reform effects of 
JPY11 billion. As for volume and mix, the negative impact of a 570,000-ton decrease in crude steel production 
was offset by the positive impact of an improved product mix, resulting in a negative JPY8 billion. 

The spreads were negative JPY8 billion, largely due to the impact of overseas market conditions and the 
impact of raw materials due to the yen's depreciation. Inventory valuation is negative JPY14 billion, mainly 
due to carry-over effects. 

Others totaled negative JPY24.6 billion, including lower income at overseas group companies such as JSW and 
CSI in the US, as well as curing costs associated with the structural reform. 
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This is the forecast for the full year. 

First, revenue is expected to be JPY5,240 billion, down JPY150 billion from the previous forecast. This is due 
to the continued sluggishness of overseas markets and a decrease in volume. 

Both business profit and segment profit are expected to decrease by JPY40 billion from the previous 
announcement. Profit attributable to owners of parent is projected to be JPY205 billion, down JPY15 billion 
from the previous forecast. 

As exceptional items, in addition to the loss from the sale of GECOSS shares as explained earlier, by 
incorporating the sale of land in 2Q and 2H, we expect positive JPY35 billion for the full year. 
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Page 10 shows the full-year forecast by business segment. 

The steel business is expected to post a profit of JPY165 billion, a decrease of JPY40 billion from the previous 
forecast, while the engineering and trading businesses are expected to post profits of JPY20 billion and JPY50 
billion, respectively, as previously announced. 
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Page 11. As explained at the beginning, the Board of Directors has resolved the policy of paying an interim 
dividend of JPY50. The annual dividend forecast of JPY110 per share is as previously announced. 
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I will then explain the business environment for the steel business. 

In the automotive sector, demand itself has been firm, but the revelation of new certification issues in 1H has 
had a negative impact. We believe that steel demand for automobiles itself will recover through 2H.  

The graph below, which shows the outlook for auto production, shows the average quarterly production 
volume. In FY2023, the number of units had been increasing steadily due to the recovery trend from the 
semiconductor shortage in FY2022, but it decreased significantly in 4Q due to the certification issues, resulting 
in an average of 2.17 million units per quarter. In FY2024, we had assumed a slightly higher level than in 
FY2023, factoring in a recovery from the decrease in 4Q in FY2023, but as shown in the graph here, 1H of 
FY2024 is expected to be lower than the average of FY2023. 

We have not changed the level of 2H significantly from our initial forecast, but we expect it to improve 
compared to 1H. As a result, the total for the fiscal year is expected to be about the same as in FY2023. 

In other areas, there are no major changes, but first, shipbuilding is expected to remain stable at its current 
level for the next two to three years. As for construction equipment, we have been reporting a softening trend 
in Europe and Asia, but we are seeing a slight peak-out in North America. 

The current outlook for construction and civil engineering is that demand will continue to be postponed due 
to labor shortages and soaring material prices. 
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Next, let us look at the overseas business environment. 

Due to China's sluggish domestic demand, the supply-demand balance for steel products is loosening and 
market conditions remain stagnant, and we expect this situation to continue for the foreseeable future. 

We will not go into detail on trend by sector, but in the second tier, the automobile sector, which has been 
affected by stricter loan screening in ASEAN countries since 2H of the previous fiscal year. There are signs of 
bottoming out and a gradual recovery is expected through 2H. 
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Next, let us look at trends in the raw materials market. 

We expect iron ore to remain at the current level for the time being, i.e., around USD100. We expect coking 
coal prices to remain at current levels, i.e., in the mid USD200's range, for the time being, although there are 
some upside risks. 
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Next is the outlook for crude steel production. 

As explained earlier, due to the impact of the decline in demand for automobiles both in Japan and overseas 
in 1H, we expect annual crude steel production to be around 23 million tons, down 400,000 tons from the 
previous forecast. 

The semiannual production volume is shown in the lower right-hand corner, and we assume that 1H of FY2024 
will result in the same level of production as 2H of FY2023. For 2H of FY2024, we expect that the volume will 
recover to around 11.7 million tons, which was our initial projection, and reach 23 million tons for the fiscal 
year. 

The capacity expansion in Kurashiki district for electrical steel sheet will be completed in 1H as scheduled. 
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This page shows the improvement in sales price. 

Although market conditions remain sluggish at this point, we continue to promote price transfers of various 
costs and price level corrections. 

The average sales price for 1H of FY2024 is expected to be around JPY135,000, a slight increase from the 
average of JPY132,000 in FY2023. The improvement in the main raw material spread compared to FY2023, as 
shown in the bar graph, will cover increases in logistics and labor costs, as a result of which, the spread 
including various costs is expected to remain at the FY2023 level. 
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This section contains various aspects of the earnings forecast. 

I will not go into details, but regarding the steel export ratio in the middle section, the export ratio was 40.6% 
from April to June, but is expected to be around 45% from July to September. This is due to increased volume 
for overseas alliances in response to lower-than-expected demand for automobiles in Japan and overseas, but 
we expect the steel export ratio to return in 2H. 

The average sales price is also expected to fall by about JPY7,000 from JPY139,200 in the April to June period 
to about JPY132,000 in the July to September period, reflecting a higher export ratio and a deteriorating mix. 
We believe this will also return over 2H. 
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Here is the breakdown of the JPY40 billion decrease from the previous forecast. 

Cost reductions remain unchanged from the initial forecast. Regarding the volume and mix, we have factored 
in a negative JPY15 billion due to the impact of the decrease in volume and the deterioration of the mix, as 
sales have been decreasing, mainly in the automotive sector. 

The spread is negative JPY5 billion, as the deterioration in overseas market conditions slightly outweighs the 
decline in coking coal from the previous forecast. Inventory valuation was negative JPY13 billion due to the 
impact of the decline in raw material prices. 

Others are expected to be negative JPY7 billion mainly due to overseas group companies. In particular, JSW's 
production declined significantly in the April to June period, partly due to the impact of the planned fixed 
repair, and this reflected a drop in earnings compared to initial expectations. 

We expect that this fixed repair has been completed since July onward, and that the capacity expansion of 
the hot strip mill at Vijayanagar will also contribute to JSW’s profit. The Indian economy is expected to recover 
due to a resumption of public works projects, which had been temporarily stalled, after the general elections. 
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Compared to the previous fiscal year, segment profit is expected to decrease by JPY37.7 billion. 

I will not go into details, but we expect to achieve a JPY12.3 billion improvement in profit excluding inventory 
valuation, etc., by reducing costs through structural reforms and improving selling prices, despite negative 
factors such as sluggish overseas markets, volume declines, and rising various costs compared to the previous 
fiscal year. 
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This is a breakdown of the difference of JPY85 billion between 1H and 2H of FY2024. 

Cost reductions are expected to be an additional JPY10 billion due to cost reductions resulting from improved 
operations as initially anticipated. 

As for volume and mix, we expect a positive JPY24 billion due to the volume impact of the 400,000-ton 
increase in crude steel and an improved product mix by a recovery in automobile production, capacity 
expansion of electrical steel sheets, and sales expansion of large size steel plates for wind power generation, 
for which inquiries are increasing not only in Asia but also in Europe. 

As for spreads, we expect iron ore to decline compared to 1H, but we expect a positive JPY11 billion by 
restraining the decline in sales prices. In addition, inventory valuation is expected to be positive JPY8 billion. 

As for others, based on the gradual recovery of domestic and overseas group companies, including 
improvement at JSW, we expect total group company earnings to improve by JPY25 billion. In addition to this, 
curing costs associated with structural reforms are also expected to decrease in stages and improve by about 
JPY7 billion. Based on these factors, others are expected to be positive JPY32 billion. 
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Here is a diagram that organizes the previous explanations. 

The chart below shows the semiannual profit trends. From 1H to 2H of FY2023, profit decreased due to the 
volume decline caused by the certification issues that were revealed from January 2024 and the slowdown in 
overseas market conditions. For 1H of the current fiscal year, we had assumed at the time of our previous 
announcement that earnings would improve due to a recovery in automobile sales, but due to new 
certification issues, lower earnings at JSW, and other factors, we now expect earnings based on actual 
performance to be JPY68 billion. 

For 2H, we expect earnings to be in line with our previous forecast, based on our initial assumptions of cost 
reductions and capacity expansion of electrical steel sheets, and annualized earnings for 2H alone are 
expected to exceed JPY230 billion. Although the total for 1H and 2H of FY2024 will not reach the mid-term 
target of JPY230 billion, profit per ton is expected to reach the mid-term target of JPY10,000. 
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Next, the engineering business. 

Despite the expected increase in orders, annual segment profit for the current fiscal year is expected to be 
JPY20 billion, in line with the previous forecast. 
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Next, JFE Shoji. 

For 1H, we forecast JPY22 billion, down JPY4.8 billion YoY due to sluggish demand in the US and China. 

For 2H, we expect a moderate recovery mainly for automobiles, and in addition, with the inclusion of profits 
from Studco, which was acquired in May of this year, we expect segment income of JPY50 billion for the full 
year as initially forecast. 
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I will explain two topics. 

As already announced, Ohgishima has been selected as the hydrogen receiving site for a Green Innovation 
Fund Project, “Liquefied Hydrogen Supply Chain Commercialization Demonstration.” A large-scale land use 
conversion in Ohgishima will start in preparation for the start of land use in FY2028. 

After the commercialization demonstration, we will consider the introduction of hydrogen to our own power 
plant, the utilization of cold heat generated by hydrogen supply, and joining the business of the hydrogen 
supply chain. 
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Finally, I would like to talk about the promotion of overseas expansion of JFE Resolus solution business. 

The first order for continuous-caster breakout detection system was received for FHS in Vietnam. In addition, 
pilot demonstration of CPS for blast furnaces has started at JSW in India. 

In the 7th mid-term plan, we are aiming for a threefold contribution to earnings from the solutions business 
compared to FY2020, and by expanding overseas development in the future, we are aiming for a further 
contribution to earnings in the next mid-term and beyond. 

That is all from our company. 

 

This presentation material was prepared for the purpose of publicizing the status of our company's financial 
results for the first quarter of FY2024. The information included in this presentation does not constitute a 
disclosure under the Financial Instruments and Exchange Act and we do not guarantee the accuracy or 
completeness of the information contained within. The information included in this presentation is not an offer 
to sell, or a solicitation of an offer to buy, any securities in Japan, the United States or any other jurisdiction. 
The forward-looking statements regarding forecasts included in this presentation were based on information 
available to us at the time when this presentation was prepared and include uncertainties. Therefore, please 
refrain from making any investment decisions based solely on this document. Our company shall not be 
liable for any damages arising as a result of the use of this document. 


