In the first quarter of the fiscal year under review, losses amounted to JPY41.1 billion, mainly due
to a JPY55 billion impairment loss at the Nickel Mining and Refining Business in Madagascar.
This impairment loss was due partly to factors such as the shutdown period due to the impact of
COVID‐19 and has exceeded our expectations as of the end of the previous fiscal year, and also
there was a decline in the outlook for nickel’s medium‐ to long‐term prices, as we disclosed on the
20th July.
Excluding the one‐off profits/losses for the fiscal year under review was JPY26 billion, a decrease
of JPY40 billion from the same period of the previous fiscal year, due to the extremely severe
business environment, including the impact of COVID‐19.
Both Mineral Resources Businesses and Non‐Mineral Resources Businesses posted YoY declines in
profit.

Regarding performance by Segment, compared with the same period of the previous fiscal year,
operating income increased in Media & Digital, but decreased in other segments.
Of these, Transportation & Construction Systems, as well as Mineral Resources, Energy, Chemical &
Electronics were in the red.
Regarding the Summary by segment, the Metal Products Segment was JPY900 million, down
approximately JPY5 billion from the same period of the previous fiscal year. This was attributable
to lower earnings at overseas steel service centers and Tubular Products Business in North
America.
Losses on Transportation & Construction Systems Segment amounted to JPY9.4 billion, which
resulted in a decrease of approximately JPY21 billion YoY. In addition to the decline in profits in
Leasing Business and Automotive‐Related Businesses, the Company recorded one‐off losses of
approximately JPY9 billion in the fiscal year under review, including credit costs in the Indonesian
Automotive Financing Business.
Infrastructure Segment amounted to JPY12.1 billion, a decrease of approximately JPY8 billion from
the same period of the previous fiscal year. Excluding one‐off profit/losses, however, profit was
basically unchanged from the same period of the previous fiscal year. While large EPC projects
have peaked out, the Power Generation Business, which we have been working on, was in a solid
performance position.
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Media & Digital Segment amounted to JPY9.7 billion, an increase of JPY1 billion YoY. Although
some of the major group companies were affected by COVID‐19, they maintained a stable
performance as a whole.
Living Related and Real Estate Segment amounted to JPY5.7 billion, a decrease of JPY6 billion from
the same period of the previous fiscal year. The domestic Supermarket Business maintained a
robust performance due to rising domestic food demand, while Fyffes, which is fresh produce
business in Europe and the Americas, showed a decline in profit attributable to a deterioration in
the US market.
In addition, although Real Estate Business remained in solid performance range, profit declined in
the first quarter of this fiscal year due to an absence of the large scale properties
delivered in the same period of the previous fiscal year.
Mineral Resources, Energy, Chemical & Electronics Segment recorded a loss of JPY60.3 billion in
profit, a decrease of JPY80 billion from the same period of the previous fiscal year.
Excluding the impact of one‐off profit/losses such as impairment loss at the Nickel Mining and
Refining Business in Madagascar, profit declined by approximately JPY16 billion. This decline was
mainly attributable to lower profits at coal mining projects in Australia due to declines in mineral
resources price, as well as to the impact of the shutdown of operations at the Nickel Mining and
Refining Business in Madagascar and the Silver, Zinc, and Lead Businesses in Bolivia.

I would like to explain Cash Flows and financial position.
As you can see, Free Cash Flow for the first quarter of the fiscal year under review totaled to an
outflow of JPY6.4 billion.
The main factor behind this is Basic profit cash inflow of JPY57.8 billion, as stated. Subsequently,
we recovered JPY10 billion from Asset replacement.
Others were a cash outflow at JPY70 billion due to an increase in working capital, et cetera.
Investment and Loan was a cash outflow of JPY50 billion, due to participation in the Philippines
Rail Operation and Maintenance Business and the Brazilian FPSO Business.
Next, we move on to the financial position on the right‐hand side of the material.
Total assets decreased by JPY180 billion from the end of the previous fiscal year to JPY8 trillion.
This was mainly due to a decrease in operating assets and a decrease in investments accounted for
using the equity method resulting from the recording of impairment loss, et cetera.
Shareholders’ equity was JPY2.5 trillion, down JPY56.7 billion. This was mainly due to the recording
of a loss for the fiscal year under review and the payment of dividends.

I would like to explain our initiatives for FY2020 and our full‐year outlook.
First of all, I’ll discuss initiatives in FY2020.
In the fiscal year under review, we are working to strengthen cash‐flow management, including
careful screening of investments and loans, with the highest priority given to securing and
maintaining on‐hand liquidity, which is internally called an emergency mode. On that basis, we are
implementing structural reforms with a view to the next medium‐term management plan.
Specifically, I would like to explain the following three points from a short, medium‐, and long‐
term perspective.
First, from a short‐term perspective, we will restructure unprofitable businesses.
In addition to the initiative of cash flow management and delays in enhancing the value of existing
businesses, which has been an issue in the past, the impact of COVID‐19 is also factored into the
outlook for the possibility of impairment losses on multiple businesses in the current fiscal year.
In regard to businesses in which revenues are low but there are no concerns about impairment at
present, we are currently working on laying out a future path, including an option to withdrawal.
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We will take a bird’s‐eye view of the Company’s business portfolio and classify fields that require
restructuring, such as reforming business models and fields where we can expect further growth
by leveraging our strengths. In the restructuring field, if improvement is difficult, we will withdraw
without hesitation and shift its resources to focus on areas where growth is expected. We have
also incorporated the costs necessary for this, and we are determined to do so accordingly.
Next is the second point.
We will thoroughly strengthen our earning power from a medium‐ to a long‐term perspective.
COVID‐19 will be brought under control in the near future, and revenues of our business will
recover with the global economy.
Without relying on this, however, we will continue to strengthen the quality and quantity of our
revenue capabilities in case a similar situation occurs in the future as with COVID‐19.
To this end, we will develop necessary internal systems, such as business strategy formulation
processes, performance management methods, mechanisms for the allocation of management
resources, and a new personnel system.
Through these initiatives, we will rebuild our company’s business portfolio so that we can
accelerate the shift of management resources to the businesses in which expecting higher growth
with our corporate strength.
Finally, this is the third point. We will also work to enhance sustainability management from a
long‐term perspective.
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At the General Meeting of Shareholders held in June, we announced our six key social issues and
long‐term targets for enhancing sustainability management. In today’s briefing, I am not going to
mention details on that, but we hope to take another step into practicing a sustainable
management that lets us grow along with society and clarify our roles toward achieving a
sustainable society. With this in mind, we have selected six key social issues that we have been
closely involved in and have set long‐term targets linking to them.
In the future, we will set medium‐term targets and KPIs for each business and promote initiatives
to address these issues. By promoting sustainability management, which is our compass, we aim
to increase long‐term corporate value.

I would like to explain our full‐year Forecasts of FY2020.
Excluding one‐off factors, we expect the three segments—Infrastructure, Media & Digital, and
Living Related & Real Estate—to remain generally firm even in this environment.
On the other hand, the three segments of Metal Products, Transportation & Construction Systems,
and Mineral Resources, Energy, Chemical & Electronics are largely affected by COVID‐19, and they
are less likely to turn to profitability during the current fiscal year.

I would like to explain one‐off profits and losses.
Currently, the occurrence and amount of losses have not been determined yet. In addition, we
cannot provide details due to the relationships with our customer or business partners.
However, depending on the medium‐ to long‐term outlook, we assume that impairment loss will
occur in several projects as shown in the table, mainly due to the impact of COVID‐19.
In addition, we expect losses from resolute structural reform, including the restructuring of
unprofitable businesses, in order to return to its growth path. After incorporating these costs, we
expect total one‐off losses of approximately JPY250 billion.
I would like to explain the outline of the main projects.
First is the Special Steel Business in India for Metal Products Segment. This is an Automotive
Specialty Steel Business jointly operated by Mukand in India.
Although operations have recently resumed from a lockdown, operations have not yet started in
full‐scale, and the potential for a future recovery in demand in India is expected. However, we
must closely monitor the recovery trend in the Indian economy.
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The second is Tubular Products Business.
The Company recognized a loss of approximately JPY60 billion at the end of the previous fiscal
year, including impairment losses and inventory valuation losses. Depending on the recovery trend
in demand in the future such as in a case that actual rig count level lowers one step below,
compared with the level estimated at the time as an assumption for impairment testing, it is
possible that the Company will incur further impairment losses as in the previous fiscal year.
Next is the Automotive Financing Business in Indonesia for the Transportation & Construction
Systems Segment.
In Indonesia, we operate a Financing Business for automobiles and two‐wheeled vehicles and the
business environment has been difficult due to the announcement of a deferral of repayment
accompanying the introduction of emergency countermeasures against COVID‐19 by the local
government.
Currently, the increase in credit costs and the decrease in new contracts have had an impact.
In the first quarter of the fiscal year under review, the Company recorded one‐off losses of JPY6
billion for credit costs. Depending on the circumstances in the future, there is a possibility of
further increases in credit costs, and an impairment of goodwill is also likely to occur depending
on the medium‐ to long‐term perspective.
Next is about Fyffes in Europe and the Americas for the Living Related & Real Estate Segment.
Recently, our performance has been stagnant due to the deterioration of the US market. In the
future, the development of the spread of COVID‐19 in the producing region of Central and South
America could lead to impairment.
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Finally, the Nickel Mining and Refining Business in Madagascar for Mineral Resources, Energy,
Chemical & Electronics Segment.
An impairment loss of JPY55 billion was recorded in the first quarter. At present, we are assuming
that operations will resume in the fourth quarter of FY2020. However, we anticipate that further
deterioration in the business environment, such as the prolonged suspension of operations, will
result in additional impairment losses.
With regard to these projects, we will take steps to ensure that we can generate firm revenues
after COVID‐19 is brought under control.

I would like to explain our full‐year forecasts of FY2020, excluding one‐off profits/losses by
segment.
First of all, the Metal Products Segment.
Excluding one‐off profits/losses, the full‐year forecast is a loss of JPY6 billion. In the Steel Products
Business, sales of home electronics are expected to be sluggish throughout the year.
In the Automobile‐Related Business, the forecast is incorporating a certain extent of recovery in
the second quarter onward.
On the other hand, the Tubular Products Business is expected to continue to face severe
conditions, due to low demand mainly in North America.
The Transportation & Construction Systems Segment will amount to a profit of JPY4 billion. The
number of new contracts for Automotive Financing Business in Indonesia is declining, and the
impact of COVID‐19 is expected to continue within this fiscal year.
In the Automotive Manufacturing Business, although all production bases have resumed
operations, it is expected to take time until full‐scale operations begin.
The Infrastructure Segment will generate a profit of JPY35 billion. Compared to the previous fiscal
year, while the impact of the peak‐out of large EPCs is expected in the second quarter onward,
IPP/ IWPP business is expected to maintain a stable performance.
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The Media & Digital Segment will enjoy a profit of JPY35 billion. Major business firms such as SCSK
and J:COM are expected to maintain a solid performance.
The Living Related & Real Estate Segment will make a profit of JPY35 billion. In addition to stable
performance of the Domestic Supermarket Business, we expect delivering of properties in Real
Estate Business to grow in the second quarter and beyond, and we expect the Business to remain
firm for the full fiscal year.
We expect a loss of JPY3 billion for the Mineral Resources, Energy, Chemical & Electronics
Segment. Although this segment is expected to remain sluggish, the Nickel Mining and Refining
Business in Madagascar, which is currently shut down, is expected to resume operations in the
fourth quarter of FY2020. In addition, the iron ore mining projects in South Africa, which will show
equity in earnings in the second and fourth quarters, are expected to remain firm on the back of
stable performance of iron ore price.

I would like to explain our Cash flow and Dividend plans.
First, Cash flow plan. There is no change in the policy of reducing interest‐bearing liabilities by
JPY200 billion in order to continue improving financial soundness.
Although cash inflows are expected to decline compared to the initial forecasts due to the impact
of COVID‐19, we will manage the entire cash flows by thoroughly cost reduction, acceleration of
asset replacement through structural reform, Improvement in working capital, and Careful
screening of investments.
Next, the Dividend plan for FY2020, on the right part.
Although the full‐year forecast is a loss of JPY150 billion, in addition to fact that the major portion
of one‐off losses are non‐cash losses, it is expected that the balance between Risk‐weighted
Assets and the Core Risk Buffer will be maintained. With that and so on, there is no change from
the forecast of JPY70 per share announced at the beginning of the fiscal year.
[END]

