No change in sales but higher earnings because of cost reduction
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According to “Financial Statements Statistics of Corporations by
Industry” of the Ministry of Finance, sales in the Japanese steel industry in
the first half of fiscal 2014 increased 7.7% from one year earlier to ¥8.9
trillion and ordinary income was up 20.5% to ¥446.0 billion.

In fiscal 2014, domestic demand for steel is expected to be about the
same as in the previous fiscal year. Demand is firm in the civil engineering
sector because of public-works projects and in some manufacturing
categories. But in total domestic demand was generally flat because of the
prolonged downturn in consumer spending after the April 2014
consumption tax hike. Steel exports are also expected to be unchanged. The
weaker yen has improved the environment for exports but the supply of
steel in Asia continues to grow.

Fiscal 2014 sales in the Japanese steel industry are expected to be about
the same as in fiscal 2013 since the volume of shipments is unchanged. But
ordinary income is expected to be higher than in the previous year because
of the lower cost of raw materials and ongoing cost-cutting programs.

Based on fiscal 2014 first half performance, the ratio of ordinary income
to sales increased 0.5 percentage point to 5.0% from one year earlier and
the ratio of ordinary income to equity increased 1.4 percentage points to
11.3%. The steel industry’s equity ratio increased 1.7 percentage points to
394%.

Capital spending by the steel industry in fiscal 2014 is expected to
increase 27.7% to ¥643.7 billion yen according to “DBJ Capital Spending
Survey” by Development Bank of Japan. Blast furnace improvements and
other major projects along with equipment updates and investments to
streamline operations are mainly responsible for this increase.
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Source: "Financial Statements Statistics of Corporations by Industry," Ministry of Finance

Note: The first half net incomes for FY2013 and FY2014 are not disclosed.
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Source: "Financial Statements Statistics of Corporations by Industry," Ministry of Finance
Note: The ratio of ordinary income to equity for the first half of FY2014 is estimated by doubling the ordinary income for the first half of FY2014.
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@ FSMEDBMBISERIFIRE DB Trend of Inrestment Motives
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