


Results for the FY2020 showed a loss of JPY153.1 billion due to a cumulative JPY351.0 billion 
in one-off losses, including impairment losses on several projects. In the fourth quarter alone, 
we recorded a one-off loss of JPY107.0 billion. The details of the one-off losses will be 
explained later.

Excluding one-off losses, results for the fiscal year under review were JPY198.0 billion, a 
decrease of JPY50.0 billion in profit from the previous fiscal year.

Both mineral resources businesses and non-mineral resources businesses recorded YoY 
decreases in profits. However, looking at the quarterly trend, the recovery trend has continued 
after bottoming out at JPY26.0 billion in the first quarter of the fiscal year under review, partly 
due to a modest recovery in the business environment. Please refer to the bar graphs below for 
FY2019 and FY2020.

Looking at the breakdown of mineral resources and non-mineral resources, the mineral 
resources business recorded JPY18.0 billion in the fourth quarter, an increase of JPY22.0 
billion in profit compared to the third quarter of the fiscal year under review. This was due to the 
recognition of approximately JPY9.0 billion in equity in earnings of the iron ore mining projects 
in South Africa in the fourth quarter, as well as the strong performance of the midstream and 
downstream businesses and the overall increase in resource prices.

The non-mineral resource businesses reported a decline of JPY9.0 billion compared with the 
third quarter of this fiscal year to JPY50.0 billion in the fourth quarter. Although there was a 
decrease in profits due to the reaction to the factors such as a concentration of profits in some 
businesses in the third quarter due to the reaction to the impact of COVID-19 in the first half of 
the year, and multiple deliveries in the real estate business, on an actual basis, we believe that 
the business continues to be on the recovering trend.



I would like to explain the one-off losses in the fiscal year under review. 

We recorded a one-off loss of JPY107.0 billion in the fourth quarter of the fiscal year under 
review. The main projects are shown in the slide.

In the tubular products business in Metal Products, we recorded a one-off loss of JPY21.0 
billion in the fourth quarter alone as a loss on reserves and inventory valuation associated with 
the integration and reorganization of operating companies, the reorganization of bases, and 
withdrawal from the business.

In addition, as a result of a review of the business plan for the specialty steel business in India 
in light of the intensifying competitive environment, a one-off loss of JPY8.0 billion was 
recorded as an impairment loss.

In the Segment, Transportation & Construction Systems, in the automotive sales and marketing 
business in Libya, due to the devaluation of the Libyan dinar, we recorded a foreign exchange 
valuation loss of JPY6.0 billion.

In the Segment, Infrastructure, following the third quarter, a one-off loss of JPY28.0 billion for 
the fourth quarter alone and JPY54.0 billion for the full year was recorded as additional costs 
due to further delays in the progress of construction in several large EPC projects.

Outside of the Segments, in Corporate and Eliminations, we recorded a one-off loss of JPY22.0 
billion in the fourth quarter alone as a reversal of deferred tax assets due to the deterioration of 
the corporate tax position caused by these large losses.



(Continued)
As a result of the above, the Company posted a loss of JPY351.0 billion for the full year, which 
is over JPY50.0 billion more than the JPY300.0 billion loss forecasted in the announcement of 
the third quarter results.

The main reasons for the deterioration were additional costs for infrastructure EPC projects, a 
larger-than-expected reversal of deferred tax assets in Corporate and Eliminations, and the 
postponement of one-off profit that was expected in the fiscal year under review to the next 
fiscal year.

We regret that we have recorded such a large loss, but we are determined to firmly link our 
structural reform efforts in the fiscal year under review to future profit growth.



You will find an overview of the business results for each Segment, which I hope you will take a 
look.



I would like to explain our cash flows and financial position.

Free cash flow for FY2020 was JPY347.0 billion in a cash inflow.

Mainly, basic profit cash flow was a net cash inflow of JPY130.8 billion.

As for asset replacement, we recovered JPY110.0 billion through the sale of automobile 
assembly business in Mexico and shale gas project and tight oil project in the U.S. and so on.

Other cash inflows were JPY200.0 billion, mainly due to a decrease in working capital.

Investment and loan resulted in a cash outflow  of JPY260.0 billion due to the additional 
investment in Sumitomo Mitsui Finance and Leasing Company, Limited and so on.

Next, on the right side of the document, I would like to talk about the financial position. Total 
assets were JPY8.1 trillion, almost unchanged from the end of the previous fiscal year. In 
addition to the decrease in operating assets, investments accounted for using the equity 
method decreased due to the recording of impairment losses, but there was an increase of 
JPY170.0 billion due to the impact of yen’ depreciation.

Shareholders' equity was also unchanged at JPY2.5 trillion. This is due to that the Company 
posted a loss for the fiscal year under review and also paid dividends. On the other hand, there 
is an increase due to the yen’ depreciation. 



I would like to explain the dividends.

Although we posted a loss of JPY153.1 billion in the fiscal year under review, we maintained 
our financial soundness as planned by tightening cost management, reducing interest-bearing 
liabilities through cash flow management and maintaining risk weighted assets within core risk 
buffer under emergency mode. 

In addition, with the projection that the profitability is expected to recover and the financial 
soundness is expected to maintain and improve, we plan to pay an annual dividend of JPY70 
per share for FY2020, as forecasted at the beginning of the fiscal year. The interim dividend 
was JPY35, so the year-end dividend will be JPY35.

The above is an explanation of the FY2020 financial results.

Starting on the next page, I will summarize the 3 years of the Medium-Term Management Plan 
2020.



First, let's look at profitability and efficiency indicators.

The upper part of the page shows the initial plan and actual results for profit for the year, ROA 
and ROE, and the chart in the lower part of the page shows the quarterly profit trends for the 
past 3 years. In FY2018, the first year of the Plan, we achieved the initial plan and record-high 
profits, but since then, we have been greatly affected by the deterioration of the business 
environment caused by trade friction between the United States and China, and the impact of 
COVID-19.

For us, this 3-year period highlighted the need to improve the profitability and downward 
tolerance of our business portfolio.



Next, I would like to talk about cash flows.

While cash inflow has decreased overall compared to the plan at the time of the beginning of 
the medium-term management plan due to the sluggish business result, we managed cash flow 
well by asset replacements through structural reform, improvement in working capital, and 
carefully screening investment under the emergency mode in FY2020. As a result, free cash 
flow after dividends for the 3 years totaled to a cash inflow of JPY310.0 billion, compared to the 
initial plan of JPY200.0 billion.

We have also maintained a balance between core risk buffer and risk-weighted assets.



Next, I would like to explain the results of our structural reform in FY2020.

Regarding the measures for low-profitable business in the upper part of this page, we have 
listed some of the outcome we achieved on the right side. 

First, from the top, we analyzed the profitability of approx.  400 companies, and identified 101 
companies to exit or realize value, and completed the exit of 32 companies in FY2020. The 
remaining 69 companies will be exit during the period of the new medium-term management 
plan starting this fiscal year.

In addition, we have identified 71 companies to draw road map, and together with the 5 large-
scale business turnaround such as Ambatovy and TBC, we have formulated turnaround 
measures along with the road map and have begun implementing them. 

Through these efforts, we aim to improve earnings by approx. JPY70.0 billion during the period 
of the new medium-term management plan. Other results for company-wide cash flow 
management and efforts to tighten cost control are described here.



Next, I would like to explain the profit plan and dividend policy of the new medium-term 
management plan announced today, which covers the 3-year period from FY2021 to FY2023.

The upper part of the chart shows the profit plan for each fiscal year, and the lower part shows 
the factors behind the increase and decrease in profit for each fiscal year in a waterfall chart. 
The new medium-term management plan calls for a shift in our business portfolio to one that 
combines higher profitability with greater resistance to changes in the business environment.

Although the future remains uncertain due to the lack of prospects for the containment of 
COVID-19, the profit plan for FY2021 is JPY230.0 billion.

As for the image of profit from the second year onward, we are aiming for JPY260.0 billion in 
FY2022, and JPY300.0 billion or more in FY2023.

To explain factors behind the increase in profit for each fiscal year, we plan to increase profit by 
JPY380.0 billion from FY2020 to FY2021, but since we had a large one-off loss in FY2020, we 
plan to increase profit by about JPY30.0 billion excluding this. 

The mineral resource business is expected to increase by JPY49.0 billion in profit due to higher 
resource prices and the resumption of operations at the nickel mining and refining business in 
Madagascar. 

In the non-mineral resource businesses, while some businesses will see a decrease in profit, 
such as the peak out of large-scale projects in power infrastructure business, businesses that 
were significantly affected by the spread of COVID-19 in FY2020, such as the steel sheets 
business and automobile manufacturing business, will see an increase in profit by steadily 
capturing the recovery in demand. In addition, the real estate business and other businesses 
will continue to perform well. As a result, we plan to increase profit by JPY13.0 billion.
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We plan to report a JPY30.0 billion decrease in profit in Corporate and Eliminations, mainly due 
to worsening tax costs at the head office division as a result of the deterioration of the 
corporate tax position.

We are also projecting an increase of JPY30.0 billion from FY2021 to FY2022.

The mineral resource business is expected to see a decrease in profits compared to FY2021, 
mainly due to the lowering of resource price assumptions, while in the non-mineral resource 
business, framed as major increasing factors, we will steadily expand earnings by 
concentrating our management resources on core businesses in which we have strengths, 
such as the businesses listed here.

In addition, we have assumed an increase of more than JPY40.0 billion from FY2022 to 
FY2023.

Based on the assumption that resource prices will remain at the same level as FY2022 as a 
whole, we do not expect to see a large increase in profits in the mineral resources business in 
FY2023. In other words, the majority of profit growth will come from non-mineral resource 
businesses, and we plan for our core businesses to continue to drive profit growth.

At this point, we have set a profit level of JPY300.0 billion or more as the profit image for the 
third year, which should be achieved regardless of the external environment, and by steadily 
implementing the initiatives in the new medium-term management plan, we will aim to achieve 
a record high profit of JPY320.0 billion.



Lastly, I will explain our dividend policy. 

Our basic policy is to increase dividends by achieving medium- to long-term earnings growth 
while adhering to the Company’s fundamental policy of paying shareholders a stable dividend 
over the long term.

This basic policy will remain unchanged in the new medium-term plan that begins this fiscal 
year. Under its new medium-term management plan, while aiming for an early recovery in 
earnings through a shift in its business portfolio, we will decide the annual dividend based on 
the status of fundamental earnings capacity, cash flows, and other factors, with a consolidated 
payout ratio of about 30% as a guideline, maintaining at least 70 yen per share, the same 
amount as the annual dividend for FY2020.

Based on this policy, we plan to provide an annual dividend of JPY70 per share for FY2021, as 
we plan to achieve a consolidated net income of JPY230.0 billion.

The above is all for the explanation of profit plan and dividend policy. The details of the new 
medium-term management plan will be explained at the briefing session on the new medium-
term management plan to be held on Monday, May 10, so please join us there as well.

[END]


