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Mr. Nobuhiro Takayanagi (hereinafter referred to as “Takayanagi”) 

I am Takayanagi, the Managing Executive Officer. Thank you very much for attending our 
company’s financial results briefing today. Now, please allow me to give an overview of our 
financial results for the third quarter and outlook for the full year. 
  



<Executive Summary> 

 
First, please take a look at the Executive Summary on page 3. As for business sentiment in the 

third quarter, the EV-related businesses remained stable despite a slow recovery in the 
automotive market. Sales of carbide tools for the automotive market were affected by the slow 
recovery in the market, but sales for the aircraft and medical markets remained strong, 
especially in North America. 
 

There is increasing uncertainty with regards to the semiconductor market. The impact on 
semiconductor-related products is beginning to take effect, and we expect market conditions to 
become even more severe toward the first half of next fiscal year. Copper prices had been on a 
downward trend since the end of the previous fiscal year, but showed a slight recovery from the 
second quarter. In addition, the yen has been appreciating in the third quarter. The impacts of 
such copper prices and foreign exchange rates are beginning to show in earnings. 
 

Under such conditions, with regards to the results for the first nine months, while the first half 
of the period saw the impact of the weaker yen and increased sales in the Copper & Copper 
Alloy and Metals businesses, operating profit was affected by the exclusion of the cement and 
aluminum businesses from the scope of consolidation in addition to higher energy costs and 
other factors and resulted in lower profits compared with the same period last year. 
 

Ordinary profit decreased from the same period last year due to a decrease in dividends 
received from the Los Pelambres Mine and equity-method investment losses related to 
Mitsubishi UBE Cement Corporation due to the steep rise in coal prices. With regards to net 



profit, in addition to lower operating profit and ordinary profit, we recorded extraordinary losses 
related to the transfer of the polycrystalline silicon business in the third quarter. As a result, the 
earnings decreased from the same period of the previous year. 
 

This is our full-year outlook, including the fourth quarter. Factors contributing to the profit 
increase include a recovery in copper prices and increased sales of electrolytic copper due to 
strong production. On the other hand, the decline in sales at the Advanced Products and 
Metalworking Solutions businesses in the automotive and semiconductor markets as well as the 
appreciation of the yen and further increases in energy and raw material costs are expected to be 
factors for a decline in earnings. 
 

As a result, net sales, operating profit and ordinary profit are in line with our previous 
forecasts, but have been revised slightly downward. Net profit is expected to increase from the 
previous forecast due to a fall in income taxes and other tax expenses. 
 

Mitsubishi UBE Cement, which plans to record a one-time loss such as business restructuring 
losses in addition to the sharp rise in coal prices, is expected to return to profitability in the next 
fiscal year due to the penetration of the additional price increase, improved profitability 
resulting from the reassessment of its production system, and the implementation of cost-cutting 
measures, etc. 
 

Today, we also announced our “Medium-Term Management Strategy 2031, which begins in 
FY2024. Details will be explained at the February 16 briefing on our new medium-term 
management strategy. By planning capital allocation from a longer-term perspective, we aim to 
build a recycling structure for metal resources based on our strengths. In addition, our business 
strategy is to increase corporate value by achieving growth across the entire value chain of the 
businesses selected in our business portfolio by expanding the scope, geographic reach, and 
scale of our businesses. 
  



<Performance Overview (Quarterly)> 

 
Next, please look at the quarterly trends. Net sales for the third quarter are shown in the line 

graph at the top of the slide. Compared with the second quarter, net sales increased by 
approximately ¥2 billion. Decline in electrolytic copper sales due to furnace repairs and 
scheduled maintenance at PT Smelting and Onahama Smelting & Refining Co., Ltd. resulted in 
lower net sales in the Metals business, but net sales in both the Copper & Copper Alloy and 
Electronic Materials & Components businesses under the Advanced Products Company both 
increased. 
 

Operating profit, ordinary profit and net profit are shown in the bar graph at the bottom of the 
slide. In the Metals business, there was a decrease in sales of electrolytic copper due to furnace 
repairs and scheduled maintenance, and an increase in incurred costs. In addition, in the Copper 
& Copper Alloy business, Luvata’s energy and raw material costs began to rise, and hedging 
costs increased due to fluctuations in interest rates and foreign exchange rates, resulting in 
operating profit of ¥8.4 billion, a decline of approximately ¥7 billion. 
 

Ordinary profit ended up at ¥1.9 billion, down approximately ¥4 billion due to foreign 
exchange losses and other factors. As for net profit, an extraordinary loss of ¥35.8 billion was 
recorded as a provision for business restructuring losses related to the polycrystalline silicon 
business, resulting in a net loss of ¥22.5 billion, down ¥22.0 billion from the second quarter. 
 
 
 



<Comparison with the Previous Year Results> 

 
For the first nine months, net sales were ¥1,243.5 billion, operating profit was ¥37.9 billion, 

ordinary profit came to ¥24.9 billion and net profit attributable to owners of the parent was ¥1.1 
billion. 
  



<Comparison with the Previous Year Results (Factor analysis of ordinary profit)> 

 
Please look at the waterfall graph on page 6. Compared with the same period last year, 

operating profit fell by ¥1.3 billion and ordinary profit decreased by ¥36.2 billion. 
 

As for operating profit, the trend in the first half of the fiscal year continued, with the increase 
in raw materials and energy costs having a significant impact despite the increase in sales prices, 
which resulted in a decline in operating profit in terms of prices. Other factors contributing to 
the decline in earnings include higher costs from furnace repairs in the Metals business. On the 
other hand, the decline in earnings was covered by higher profits due to the depreciation of the 
yen and stronger sales in the Copper & Copper Alloy and Metals businesses. 
 

Ordinary profit also continued the trend from the first half of the fiscal year, with a decrease in 
dividends received, mainly due to the effects of the drought at the Los Pelambres Mine. In 
addition, equity in losses on investments of Mitsubishi UBE Cement increased. As a result, 
ordinary profit was ¥24.9 billion, down ¥36.2 billion from the same period last year. 
  



<Comparison with the Previous Year Results (Breakdown by Segment)> 

 
Here is the breakdown by business segment. In the Advanced Products, both the Copper & 

Copper Alloy and Electronic Materials & Components businesses posted higher net sales, but 
operating profit and ordinary profit declined due to increases in raw materials and energy costs 
as well as non-operating expenses. On the other hand, the Metalworking Solutions and Metals 
businesses showed positive growth in operating profit. 
  



<Consolidated Balance Sheet> 

 
This is our balance sheet. Total assets at the end of December 2022 amounted to ¥1,964.2 

billion, a decrease of ¥160.7 billion from the end of March. This is down approximately ¥30 
billion from the end of September. Changes from the end of September include a decrease in 
investments and other assets resulting from the sale of investment securities, including cross-
shareholdings. Liabilities amounted to ¥1,347.2 billion, down ¥122 billion from the end of 
March. 
 

The provision for business restructuring losses discussed in the income statement is included in 
other liabilities. In addition, the impact of the shift to an equity-method affiliate following the 
integration of the cement business with Mitsubishi UBE Cement was approximately ¥200 
billion in total assets and approximately ¥170 billion in liabilities, unchanged from the end of 
the second quarter. 
  



<Performance Forecast for FY2023> 

 
I would like to explain our forecast for the fiscal year ending March 2023. The earnings 

forecast announced this time consists of the same level of profit as the previous announcement, 
but with a slight downward revision. Net sales are expected to decline mainly due to the 
appreciation of the yen, as well as lower sales in the Copper & Copper Alloy and Metalworking 
Solutions businesses due to the deteriorating automobile and semiconductor market conditions. 
We forecast a decrease of ¥10 billion from the previously announced figure to ¥1.68 trillion for 
net sales. 
 

Net profit has been revised upward from the previously announced figures due to the expected 
decrease in tax expenses. ROIC and ROA are expected to decline from the previous 
announcement due to a decrease in ordinary profit. ROE will likely be higher than the previous 
announcement due to the upward revision of net profit. In addition, dividend remains unchanged 
at the previously announced ¥50. 
  



<Performance Forecast for FY2023 (Exchange rates, Copper prices, Sensitivity)> 

 
The foreign exchange rates, copper prices, and sensitivity assumptions underlying the forecast 

are as follows. The exchange rate is set at ¥130 yen to the dollar and ¥140 to the euro. The 
copper price is fluctuating at the moment, but we set it at 395 cents a pound. The sensitivity of 
each is shown in the table at the bottom of the slide. 
  



<Performance Forecast for FY2023 (Comparison with the Previous Forecast)> 

 
This is the breakdown of ordinary profit factors. Please look at the graph at the bottom of the 

slide. Operating profit is expected to decrease by ¥1 billion from the previous announcement. 
The factors contributing to the decline in earnings include the impact of the appreciation of the 
yen, as I mentioned earlier, the decline in sales of the Advanced Products and Metalworking 
Solutions businesses due to the deteriorating sales environment, and others. 
 

Other factors include an improvement in recovery of free metals in the Metals business and the 
impact of inventory in the Metalworking Solutions business, which have been factors for a 
slight increase in earnings, but the total has been revised slightly downward. 
 

Non-operating profit or loss is mainly due to foreign exchange differences. It includes the 
impact of foreign exchange losses on bonds denominated in foreign currencies. In today’s 
challenging business environment, we have revised the forecast slightly downward, but at the 
same time, we will continue our efforts to improve profitability and work to reduce the decline 
in earnings. 
  



< Performance Forecast for FY2023 (Breakdown by Segment)> 

 
Here is the breakdown by business segment. The table on the slide shows that earnings in the 

Copper & Copper Alloy and Metalworking Solutions businesses fell from the previous forecast. 
From the next slide, I will explain by business segment. 
  



<Advanced Products Business (Copper & copper alloy)> 

 
First is the Advanced Products (Copper & copper alloy). For the full-year forecast, we expect 

ordinary profit to decline by ¥2.9 billion from the previous forecast, resulting in an ordinary loss 
of ¥400 million. At Luvata, sales increased from the previous fiscal year in the recovery phase 
from the COVID-19 pandemic, but on the other hand, procurement of raw materials and product 
exports have been affected. 
 

In addition, the labor supply and demand situation remains extremely tight due to the U.S. 
economic recovery. The economy has slowed down as interest rates have risen, while the labor 
shortage remains the same. It is still difficult to hire people, especially around where Luvata is 
based. As a result, we expect sales to fall. 
 
Sales of copper and copper alloy products also continue to undergo an adjustment phase, 
particularly for semiconductor-related products. In addition, sales of in-vehicle related products 
to Japanese automakers have fallen considerably, and we expect a decline in profits from the 
previous forecast. 
 
In terms of price difference, we expect lower profits due to higher energy costs, particularly in 
Europe. 
 
In addition, since interest rates rose in the U.S., copper futures trading has been heavily 
discounted. This has impacted our copper price hedging costs, and higher-than-expected costs is 
one of the reasons for lower earnings. 



 
As a result, ROIC is expected to remain at 0.5%. 
  



<Advanced Products Business (Electronic materials & components)> 

 
Next is the Advanced Products (Electronic Materials & Components). Ordinary profit for the 

full year is expected to be at the same level as the previous forecast. However, we expect 
business confidence to deteriorate further as the semiconductor memory market continues to 
worsen and customers continue to adjust inventories. 
 
The full-year forecast incorporates a sales decline in precision silicon products and other 
products. 
 
ROIC is projected to be 8.1%, partly due to the impact of the transfer of the polycrystalline 
silicon business. 
  



<Metalworking Solutions Business> 

 
Next is the Metalworking Solutions business. Ordinary profit for the full year is expected to 

decline by ¥2.5 billion yen from the previous forecast to ¥13.7 billion. In addition to the recent 
appreciation of the yen, we expect a decline in sales in the Asian region, especially in Japan and 
China. 
 

In the case of Japan, the short supply of semiconductors and in-vehicle components, for 
automobiles in particular, is having an impact. In addition, the semiconductor manufacturing 
equipment related businesses are starting to show signs of weakness. Therefore, we expect 
ROIC to be 6.4%. 
  



<Metals Business> 

 
Next, I will talk about the Metals business. We expect an increase in profit for the full year 

from the previous forecast. Despite the factor of lower earnings due to the appreciation of the 
yen, electrolytic copper sales volume is higher than the previous forecast, partly due to strong 
production at both the parent company and PT Smelting. 
 
In addition, overall profit is also expected to increase and ROIC is expected to be 8.3%, due in 
part to the improvement in recovery of free metals. 
  



<Environment & Energy Business> 

 
In the Environment & Energy business, both ordinary profit and ROIC results were in line 

with previous forecasts. 
  



<Mitsubishi UBE Cement> 

 
This is an overview of Mitsubishi UBE Cement. The table on the left side of the slide shows 

the consolidated results for the first nine months and the full-year forecast. We continue to 
implement initiatives to improve profitability, such as increasing the use of waste materials and 
energy-saving measures. 
 

As for the selling price of cement in Japan, we were able to raise the price by ¥2,200, which 
we proposed at the beginning of the fiscal year, as a result of gaining the general understanding 
of customers, although negotiations were protracted. 
 

However, the timing of when this price increase will actually impact earnings is expected to be 
moved back slightly. We are also currently negotiating an additional ¥3,000 price increase, but 
due to the aforementioned protracted negotiations, our negotiations here have been slightly 
delayed. As a result, the full-year forecast for equity in losses of affiliated companies is 
expected to decrease from the previous forecast. 
  



<Cash Flows> 

 
Moving on to cash flow. Operating cash flow decreased ¥37 billion from the previous forecast 

to ¥45 billion due to an increase in working capital associated with higher metal prices in the 
Advanced Products and Metals businesses, as well as an increase in inventories in the Metals 
business resulting from higher gold content in the ores. 
 

Cash flow from investments is expected to be ¥70.0 billion, an increase of ¥6 billion from the 
previous forecast, mainly due to a decrease in expenditures for capital investment. Free cash 
flow for the current fiscal year is projected to be less than the previous forecast. 
 

In light of these difficult conditions, the dividend mentioned earlier remains unchanged. 
 

This concludes my explanation. 
  



Question and Answer Session 
 
<Q&A (Summary): Level of operating profit> 
Q: Focusing on the operating profit in the current forecast, for the second half of the fiscal year 
it is ¥13.4 billion, which means that doubling that amount would be about ¥27 billion. Could 
you please explain this profit level? 
 

Even if the cement business performs better next fiscal year, a decline in operating profit 
would offset some of the recovery. I would like to know if there are any transitory factors in the 
downturn in the second half of the fiscal year, or if there are any factors that can be improved in 
the next fiscal year. 
 
A: As for the level of operating profit we have in mind, we would at least like to reach the level 
of about ¥15 billion per quarter recorded in the second quarter of this fiscal year. 
 

There are several factors that have contributed to the current downturn in business 
performance. In the Advanced Products and Metalworking Solutions businesses, sales have 
declined slightly due to deteriorating market conditions, which we intend to compensate for 
through cost reductions and other measures. 
 
<Q&A (Summary): Improving earnings at Los Pelambres Mine> 
Q: As for the Los Pelambres Mine, according to Antofagasta PLC’s financial results, I 
understand that the start-up of the desalination plant has been delayed, though there seemed to 
have been some rain. I would like to know if it is safe to assume that the Los Pelambres Mine’s 
earnings improvement will be delayed. 
 
A: It is true that we had a little bit of rain for a while, and the capacity utilization went up to 
near full capacity, but January and February are the dry months in Chile, so the capacity 
utilization has to be reduced. 
 

The delay in the start-up of the desalination plant has had a significant impact on our 
performance and we are concerned about the impact on the next fiscal year. We are working 
closely through the Metals Company to gather information on this matter. 
  



<Q&A (Summary): Profit trends in the second half of the year for the Copper & copper 
alloy and Metalworking solutions businesses> 
Q: According to the quarterly trends shown on page 22 of the presentation material, the Copper 
& copper alloy business shows little change between the third and fourth quarters in terms of 
sales volume of copper and copper alloy products, but operating profit is expected to decline in 
the fourth quarter compared with the third quarter. Not much change in sales is expected for the 
Metalworking solutions business in the third and fourth quarters, but operating profit is forecast 
to decline in the fourth quarter. Please explain these profit trends. 
 
A: First of all, in the Copper & copper alloy business, the break-even point has not been 
sufficiently lowered yet, and we believe the impact of reduced production is directly affecting 
profits. In addition to this, we believe that the price increase has not been sufficient to cover the 
increase in energy costs. 
 

As for the Metalworking solutions business, we believe the reason is in the composition of 
sales and the fact that the break-even point has not been lowered sufficiently, and we are 
considering increasing production efficiency. 
 
<Q&A (Summary): Profit and loss trends from the first half of the year to the second half 
and price pass-throughs> 
Q: Regarding the decline in profits from the first half to the second half of the fiscal year, is it 
correct to understand that such decline is due to an overall decrease in demand and the rise in 
costs, particularly energy? It was mentioned that the break-even point has yet to be fully 
lowered, but I would like to confirm the status of price pass-throughs. 
 
A: As for the decline in profits from the first half to the second half of the fiscal year, energy 
costs and other factors had an impact, but in terms of ordinary profit, expenses related to the 
consolidation of production at Mitsubishi UBE Cement are recorded mostly in the second half 
of the fiscal year, which also contributed to the decrease. 
 

In terms of price pass-through, the cement business is struggling due to the slow progress in 
raising prices by an additional ¥3,000. We hope to complete this in the next fiscal year. 
 

In the Copper & copper alloy business, one round of price increases for general products has 
been completed. However, we believe that we must continue to make efforts with regard to in-
vehicle related products. 
 
Q: As for coal prices, thermal coal prices have been falling recently. Does the cement business 
look promising in the next fiscal year If the additional ¥3,000 price increase is completed? 
 
A: The current coal market is highly volatile, so we are not in a situation to be happy or sad by 
current price movements. Each cement manufacturers are facing a very difficult situation due to 
the steep rise in coal prices, so I think it is more important to consider what sales strategy to use 
to provide products to customers. 
 



<Q&A (Summary): Cutting tools in the Metalworking solutions business> 
Q: Regarding the situation of cutting tools in the Metalworking solutions business, I am under 
the impression that automobile sales themselves have remained sluggish, but I would like to 
confirm the sales volume trends at MMC, and whether the accumulated inventory is beginning 
to affect sales later than the market. 
 
A: We understand that sales in North America and Europe are decent, and it is in Japan that 
sales are stagnant at present. 
 

Domestic sales prices were also revised in the Metalworking solutions business in October. In 
the third quarter, sales may have temporarily declined in part due to this, and we hope to recover 
in the fourth quarter and the first quarter of the next fiscal year. 
 
<Q&A (Summary): Full-year forecast for the Metalworking solutions business> 
Q: With regard to the full-year forecast for the Metalworking solutions business, the explanation 
was that while sales are expected to decline due to a drop in demand, inventories will be built 
up, so there is a mix of things occurring. Please explain the situation regarding orders received 
and volume. 
 
A: In terms of the inventory in the Metalworking solutions business, we have not yet been able 
to build it up to an appropriate level. As a result, we analyze that some orders are being lost due 
to lack of shorter product lead times. We are now in a situation where we are producing without 
stopping operations in order to build up inventory to an adequate level. 
 

Please understand that this is a temporary situation because orders have recently been falling 
slightly. 
 

It is not that inventory is building up more than an appropriate level, but that the balance 
between the buildup and orders received in the process of right-sizing the inventory shortage is 
leading to this kind of mixed situation. 
 
<Q&A (Summary): Cash flow Outlook> 
Q: Free cash flow will likely be significantly more negative than in the last forecast. As of the 
end of December, the net D/E ratio was 0.75 and the forecast for the end of the fiscal year is 0.7. 
Please explain the changes in cash flow toward the end of the fiscal year. 
 
A: The cash flow forecast announced this time incorporates the latest projections. We have 
factored in almost everything including those related to the business transfer and others, so you 
can assume that this is our best estimate. 
 
Q: Is it a correct understanding that the net D/E ratio at the end of this fiscal year is expected to 
be 0.7, which is a slight improvement from the end of the third quarter? 
 
A: Yes, it is. 
 



<Q&A (Summary): Future prospects for price pass-throughs> 
Q: I think it was mentioned in the explanation that there are still some areas where the company 
has not received agreement from customers to raise prices, but is this because there is a backlog 
of orders at the moment waiting to be filled? Also, I think we can assume that the current 
inflation will continue and demand will drop further, but can the company pursue the price 
increase which has not received customers’ agreement so far under such circumstances? 
 
A: Part of it is due to the filling of back orders, but it is not substantial. As for the status of the 
price increase, we have already received approval to raise prices once, but since energy costs 
and other costs have risen even further, we believe we must try to raise prices further. 
 

On the other hand, we are in a very difficult situation since we are negotiating a price increase 
in the presence of competitors. Please understand that it is very difficult to negotiate a price 
increase when the production volume of automobiles is not increasing and the overall market 
for orders is not favorable. Therefore, we are currently thinking about our strategy, including 
what we to do in the next fiscal year. 
 
<Q&A (Summary): Breakdown of increase/decrease in the full-year forecast for the 
Metalworking solutions business> 
Q: With regard to the full-year forecast for the Metalworking solutions business, in the ' 
Breakdown of factors compared to the previous full-year forecast', there is an increase of ¥ 2.1 
billion due to 'Other'. Please give us a breakdown of this. 
 
A: Of the ¥2.1 billion, about 60% is related to inventory adjustments, and the remainder is a 
reduction in SG&A expenses. 
 
<Q&A (Summary): Factors contributing to the profit increase in the full-year forecast for 
the Metals business> 
Q: Please explain the increase in electrolytic copper sales and the improvement of recovery of 
free metals, which were cited as factors contributing to the profit increase in the Metals business 
forecast for the full fiscal year. 
 
A: The increase in electrolytic copper sales means that stable operations at the Naoshima 
Smelter & Refinery and PT Smelting have resulted in higher-than-expected production, and the 
corresponding increase in electrolytic copper sales has been incorporated into the full-year 
forecast. 
 

The percentage of copper recovered from one tonne of copper concentrate, is determined by 
several factors, including the ratio of impurities, but a high percentage of copper can be 
recovered when operations are stable. The current forecast incorporates the upward swing in 
recovery of free metals as a result of stable operations. 
  



<Q&A (Summary): Price fluctuation impact in the Metals business> 
Q: Regarding the Metals business, please explain the impact of electricity costs, sulfuric acid 
prices, and palladium prices, including figures. 
 
A: First, the impact of energy costs compared with the previous year’s results is a cost increase 
of about ¥3 billion to ¥4 billion. 
 

With regard to sulfuric acid, the price of sulfuric acid itself rose last year due to the soaring 
international price of sulfur, but the international price has been declining since the second 
quarter of FY2023 due to a decrease in demand for fertilizer. 
 

The price of palladium has been in a downward trend because the entire automotive industry 
has not been able to increase production due to a shortage of semiconductors. We had assumed 
the price of around $1,900 per ounce, but the current price has fallen to between $1,600 and 
$1,700 per ounce, which has had an impact. Although it is difficult to indicate the impact of this 
price fluctuation, we assume that the impact will be in the range of ¥1.5 billion to ¥2.5 billion 
compared with the previous fiscal year’s results. 
 
<Greetings from Mr. Takayanagi> 

Thank you all very much for taking the time out of your busy schedule to join us today. Aside 
from our third quarter financial results and forecasts, we also announced today our new 
medium-term management strategy. We plan to complete the selection of our business portfolio 
this fiscal year and hope to get back on a growth trajectory in one fell swoop, so I would like to 
explain about this next week. 
 

We look forward to your continued guidance and encouragement. Thank you for today. 


