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THE STEEL INDUSTRY OF JAPAN 2017
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Sales and ordinary income down due to negative impact on profitability of delay in price recovery and higher cost of raw materials
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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 2016 decreased 13.6% from one year earlier to ¥6.8 trillion and
ordinary income was down 71.0% to ¥103.3 billion.

In fiscal 2016, domestic demand for steel is expected to increase despite the
drop in demand following the Kumamoto Earthquake in April. Construction
demand is recovering, in part because of the start of work during the summer
on projects for the Tokyo Olympics, and new vehicle models are contributing
to a recovery in manufacturing sector demand. Exports are also firm with the

support of economic recoveries in Southeast Asia and other overseas regions.

Although steel demand is recovering, there has been a delay in the start of
the upturn in steel prices in the fiscal year’s first half. Excessive production
in China is one cause. In addition, the cost of raw materials, especially
metallurgical coal, started rising rapidly in the second half. As a result, sales
and earnings in the Japanese steel industry are expected to be lower than in
fiscal 2015.

Since the earnings decline was larger than the decrease in sales in the first
half of fiscal 2016, the ratio of ordinary income to sales was down 1.9
percentage points to 1.5% from one year earlier. Furthermore, the ratio of
ordinary income to equity decreased 3.6 percentage points to 2.5%. Despite
these declines, the steel industry’s equity ratio increased 0.8 percentage point
to 42.5% due to progress with financial restructuring.

Capital spending by the steel industry is expected to increase 14.5% to
¥637.1 billion, according to the DBJ Capital Spending Survey by Develop-
ment Bank of Japan. Most of these expenditures are for coke oven improve-
ments and other projects for maintaining, updating or replacing aging
manufacturing facilities.
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Source: "Financial Statements Statistics of Corporations by Industry," Ministry of Finance
Note: The first half net incomes for FY2015 and FY2016 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 FY2016 is estimated by doubling the ordinary income for the first half of FY2016.
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Source: “DBJ Capital Spending Survey” Development Bank Japan
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