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Ono: We have listed four major management policies for the current fiscal year ending March 2025. 

One is to strengthen our response to SCQ issues. SCQ is the order of priority of our business decisions in the 
execution of our operations, which is defined as SCQDE. S stands for safety and health, C for compliance, Q 
for quality, D for delivery, and E for earnings. The first three of these, the SCQ issues, include prevention of 
industrial accidents, strict adherence to compliance, and strengthening information security, and we will 
continue to focus on these issues this year as well. 

On the right is the achievement of FY2031 Strategy goals. We are now entering the second year, and in the first 
year, we did not reach the plan. Regarding the implementation of PDCA for the FY2031 Strategy, the business 
environment is changing at a dizzying pace, so we will follow the changes and quickly implement the PDCA 
cycle. In addition, we are working to improve profitability, which is an urgent issue, by focusing on target-
based business management, and improvement of the break-even point. Then, in response to the current global 
labor shortage, we will focus on strengthening our recruiting capabilities, improving the working environment, 
reducing unnecessary work and increasing efficiency. 

Moving to the bottom left. In order to optimize our management structure, we will promote matrix management 
of business and functional axes, and at the same time, in addition to these two axes, we will establish a new 
European company as a regional axis. In addition, as for optimization of the business structure, we have been 
working on optimization in a larger sense as a business domain, but there are still points to be improved within 
each business. We are trying to improve these. 

The bottom right is our response to sustainability issues, and as you can see below, we have listed a number of 
sustainability issues. We have identified the promotion of resource circulation, response to global 
environmental issues, and enhancing human capital management as the three main themes and issues. We will 
share these three themes with the Sustainability Committee, which has been established under the Board of 
Directors, and we are trying to address these as common themes. 
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I would like to give you an overview of our Medium-term Management Strategy. This slide was shown last 
year, and in a large sense, we have drawn a picture of a circle in the middle. The Company will collect used or 
discarded products recovered from the market, separate and decompose them, and extract useful metal resources 
through smelting and other processes. A portion of these resources are processed as materials or are used as 
raw materials to manufacture products and supply them to the market again. We are designing a large cycle. 

The main focus is on expanding resource recycling and enhancing the supply of high-performance materials 
and products, which may be divided into veins and arteries. The three companies are going to carry out such 
activities. 

On the other hand, the Renewable Energy business supports them in terms of energy. As you can see at the 
bottom of the slide, we are also aiming for decarbonization by supplying renewable electricity generated from 
renewable energy sources to our business. 
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Trends in the external environment were mentioned in last week's earnings announcement, but I would like to 
briefly mention again that although the growth in demand for copper has slowed down recently, we believe that 
demand will remain firm in the medium to long term. 

On the other hand, copper prices seem to be soaring at the moment, but we expect them to remain firm, 
supported by current demand trends, if we look at the long-term trend. 

TC/RC is determined by the supply-demand balance in the relationship between the supply of copper 
concentrates and smelting capacity, and while smelting capacity is expanding, spot TC/RCs are still very low. 
And there is concern that this will continue to remain low in the face of increasing smelting capacity. 

The automobile and semiconductor industries were extremely difficult in the fiscal year ended March 2024, but 
we expect both to recover in the fiscal year ending March 2025. In particular, we expect a full-fledged recovery 
in the semiconductor industry in H2 of this fiscal year and beyond. 
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This is a review of the fiscal year ended March 2024 and a forecast for the fiscal year ending March 2025. 

Although operating profit decreased significantly, ordinary profit was almost in line with the forecast due to an 
increase in dividends from the copper mines and an improvement in equity in earnings of affiliates. As a result, 
ROIC also increased significantly from the previous year but fell slightly short of the forecast. The same is true 
for ROE. 

On the other hand, in terms of financial discipline, the net D/E ratio is maintained at 0.7 times. 
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From here, we have listed the figures for each Company. 

First of all, in the Resources business, as I mentioned earlier, the dividends from mines and the addition of 
earnings in this fiscal year from mines in which we are investing will result in double-digit or higher ROIC 
figures for the fiscal year ended March 2024 and the fiscal year ending March 2025. However, as we move into 
the fiscal year ending March 2026, we are planning to invest in some mines, and we expect ROIC to temporarily 
decrease as a result. 

In the Smelting&Resource Recycling business, the smelting business was very sluggish in the fiscal year ended 
March 2024 due to the trouble in some smelters and a drop in the price of by-products, but we expect the 
business to recover to a certain degree in the fiscal year ending March 2025 and the trouble will be resolved. 
We would like to gradually raise it toward the 7.1% we are aiming for in the Medium-term Management 
Strategy for the fiscal year ending March 2026. 
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As for Advanced Products Company, in the fiscal year ended March 2024, we have taken various measures to 
raise the ROIC of the Copper & Copper Alloy business to 3.2% as shown in the forecast for the fiscal year 
ending March 2025, but unfortunately, due to the sluggish market, this will be pushed back by one year. In any 
case, we hope to reap the benefits of the recovery in demand in the current fiscal year and lead it to a ROIC of 
4% in the fiscal year ending March 2026. 

In the Electronic Materials & Components business as well, the numbers were severe during the fiscal year 
ended March 2024, and we expect a recovery from H2 of the fiscal year ending March 2025. We hope that a 
full-fledged recovery will lead to a ROIC of 7.8%, which we expect from H2 of the fiscal year ending March 
2025 to the fiscal year ending March 2026 in the Medium-term Management Strategy. 
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Regarding Metalworking Solutions Company, although the business also weakened slightly in the fiscal year 
ended March 2024, it is expected to recover to a certain degree in the fiscal year ending March 2025. As 
announced recently, including the effect of M&A in the tungsten business, we are aiming for a ROIC of 8.6%, 
as part of our Medium-term Management Strategy for the fiscal year ending March 2026. 
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As for Renewable Energy business, in the fiscal year ending March 2025, with the addition of Appi Geothermal 
Power Plant one month ahead of schedule, the profit level for the fiscal year ending March 2025 will be 
reasonable, and ROIC will be almost at the level slightly above the plan. 

In the fiscal year ending March 2026, the cost of research and other expenses for new sites will be incurred 
again, so it will be slightly lower, but we expect that it will be mostly in line with the plan. 
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Capital allocation is shown here. 

In this graph, the left side is cash-in and the right side is cash-out. There are two bars with different heights. 

The higher graph shows the cumulative plan for the three-year period from the fiscal year ended March 2024 
to the fiscal year ending March 2026, which we call Phase I. The shorter graph on the right shows the sum of 
the fiscal year ended March 2024 results and the fiscal year ending March 2025 forecasts. This difference 
indicates the rate of progress. Overall, we have made just under 60% progress, and now it is a matter of the 
percentage of distribution among them. 

Looking at cash-in, although we have planned for two-thirds of total cash-in to come from operating cash flow, 
due in part to the low growth in operating cash flow in the first year, the fiscal year ended March 2024, the 
overall percentage of operating cash flow has decreased, and interest-bearing debt has increased to compensate 
for the decrease. We are hoping to bring this into the form we are planning for the fiscal year ending March 
2026. 

On the other hand, regarding cash-out, the figures are slightly different, but as a percentage of the total, growth 
investment and maintenance and upgrading investment are progressing in line with the plan. 
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The part about strengthening cost competitiveness was discussed in last week's earnings announcement, so I 
will skip the explanation. 
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From here, I would like to talk about the business-specific strategies that we have put forth in the FY2031 
Strategy. 

Broadly, it is divided into expansion of resource recycling, enhancing the supply of high-performance materials 
and products, and supply of renewable electricity. 

On the left side, we have the companies lined up, and many of them are involved in the expansion of resource 
recycling. On the other hand, the Advanced Products Company and the Metalworking Solutions Company will 
be solely responsible for enhancing the supply of high-performance materials and products. As for supply of 
renewable electricity, the Renewable Energy business will naturally be responsible for this. 

What we have written here in letters are the business-specific strategies that we have presented as the FY2031 
Strategy, and I would like to add some explanations about what is written in blue. 
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See the next slide, please. The first is expansion of resource recycling. 

By both expanding the scope of resource recycling and expanding the business regions where resource recycling 
is carried out, we will expand the overall scale. 

First, as for expanding the scope of resource recycling. One is E-Scrap. E-Scrap is more about increasing the 
amount of that rather than the scope. Another project we are working on is LIB recycling, for which we are 
currently designing a pilot plant. 

Then, in-process recycling of the Copper & Copper Alloy business. In the process of manufacturing copper 
processed products, various scraps or ends are produced. These materials used to be returned to the smelter, but 
we are now trying to recycle as much of it as possible within the copper processing facilities. This will reduce 
the cost of copper processed products and reduce the load on the copper smelter, which in turn will lead to an 
increase in the acceptance of E-Scrap. 

Next, cobalt is contained in the residue from the Chilean mine called Mantoverde, which has been producing 
copper. This is an effort to recover cobalt through solvent extraction and concentration. We have already been 
conducting pilot plant testing since January, and if this proves to be sufficiently profitable, we intend to move 
toward a commercial plant. 

Next, tungsten recycling. As you know, tungsten is the main raw material for cemented carbide products and 
cutting tools, which are manufactured by our Metalworking Solutions Company. As we announced last week, 
we have reached a basic agreement to acquire H.C. Starck, which will significantly increase our tungsten 
recycling capacity, and we believe that we will be able to become a global leader in the field of tungsten 
recycling. 
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The other is the construction of a resource recycling loop, for example, for home appliances. We already hold 
a certain share of the domestic market for home appliance recycling, but we are considering expanding these 
efforts further and looking overseas at the same time. 

On the other hand, regarding automobile recycling, we have an automobile recycling plant in Suzuka, Mie 
Prefecture, in which we have invested, and we are currently studying the possibility of recycling mainly EVs. 

Then, the last part is the so-called circular economy, which is gaining momentum as manufacturers now want 
to extract important mineral resources from various products and use them again as raw materials for their 
respective products. We believe that our smelter and other functions for extracting important mineral resources 
could be involved in this project. We are promoting this project on a customer-by-customer basis. 

On the other hand, as for expanding business regions. Needless to say, as the enclosure of important mineral 
resources continues in various regions, it is necessary to work toward intraregional circulation. As a first step, 
we are planning to establish a new company in Europe to develop resource recycling strategies in Europe, the 
most advanced region in the world, and to implement them promptly. The target includes E-Scrap, non-E-Scrap 
copper-based scrap, LIB, and tungsten I mentioned earlier. 

On the other hand, to enhance E-Scrap recycling by domestic smelters, we are trying to increase smelting or 
pretreatment capacity to increase the volume that can be processed. At the same time, a certain amount of 
materials generated in Europe cannot be processed within the European region, so we would like to expand the 
collection centers for these materials. 

Meanwhile, in relation to mining investment, we will continue to invest in mines to secure low-impurity copper 
concentrates. In addition, we will enhance functions of the MEX online E-Scrap trading system. 

Now I talked about Europe and Japan, but in the US, we are participating in the Exurban project, and the 
feasibility study for this project is almost ready to be completed. 
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The graph on the lower left shows how much E-Scrap processing capability we are aiming to improve in terms 
of numbers. By increasing the processing capacity at Naoshima and increasing the processing capacity mainly 
for pretreatment at Onahama, we are aiming to reach 240,000 tons by the fiscal year ending March 2031. 
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See the next slide. 

As for LIB recycling, as you can see in the photo on the right, we have prepared a site for a pilot plant adjacent 
to the Onahama Smelter & Refinery in Fukushima Prefecture and are currently in the process of designing the 
pilot plant. 
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See the next slide. This is the progress of Mantoverde project in Chile. 

This plant has been under construction to process sulfide ore in conjunction with the switch from oxide ore to 
sulfide ore. As you can see in the photo on the left, construction has been completed and we are currently 
conducting test operations for each of them, and we are almost ready to produce the first copper concentrate. 

As you can see in the picture on the right, we have been working on the area circled in red, from the primary 
crusher, past the last flotation, to the copper concentrate coming out. On the other hand, we are currently 
conducting a pilot plant test for cobalt on the same mine site, and if this proves to be sufficiently profitable, we 
would like to consider investing in a full-scale plant. 
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This is the Exurban project. 

As I mentioned earlier, the feasibility study is scheduled to be completed soon, and the aim is to establish a 
foothold in North America, and by acquiring this technology, we hope to expand it to regions outside of North 
America. 

As an overview, we handle only E-Scrap or scrap materials containing copper and other metals, and extract 
electrolytic copper, precious metal slime and crude nickel sulfate through various processes as shown on the 
right. 
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This is to inform you that we have entered into a basic agreement to acquire shares of H.C. Starck Holding. 

H.C. Starck is one of the world's leading manufacturers of tungsten products, including tungsten powder, and 
doing tungsten recycling, etc. In our Group, a company called Japan New Metals manufactures tungsten powder 
and recycles tungsten in Japan, and we are considering collaboration with this company to seek synergies. 

H.C. Starck itself has manufacturing bases in Europe, North America, and China, and we believe that this will 
provide a great opportunity to handle tungsten powder on a global basis in addition to Japan New Metals in 
Japan. 
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I will explain about enhancing the supply of high-performance materials and products. The first is the Copper 
& Copper Alloy business. 

The investments that have been working to increase production by 30% as a whole are shown at the bottom of 
this slide, and Wakamatsu Plant, which was the last company on the list, is expected to start operation this 
month, which means that the system for 30% production increase will be in place. 
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On the other hand, as shown in the previous year, although we said that we would improve the ROIC of rolled 
products in this way, the bottom right graph shows that the actual ROIC in the fiscal year ended March 2024 
was only 0.6%, the same as in the fiscal year ended March 2023. The main reason for this was a slump in sales, 
or rather, a decrease in sales volume, but we have been working to increase margins and reduce costs. 

As a result, as shown in the graph on the left, marginal profit increased in the fiscal year ended March 2024 
compared to the fiscal year ended March 2023. At the same time, we are reducing costs to the point where the 
fixed costs to sales ratio is almost flat or even slightly negative. On the other hand, the decline in sales volume, 
which is the most V-shaped factor, was a major reason why these effects could not be manifested in the form 
of ROIC. 

Although we are moving back one year, we hope to increase ROIC in the fiscal year ending March 2025 in line 
with the market recovery by continuing the same efforts. 
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See the next slide. This chart shows the relationship between semiconductor-related products in the Electronic 
Materials & Components business. 

Semiconductor-related products account for about 41% of the total, and the figure shows that there are a wide 
variety of products. 

As shown on the right side of the middle, these products are supplied as parts for semiconductor manufacturing 
equipment or precision silicon products and seals that are incorporated and used in semiconductor equipment. 
In addition, photoresists materials, which are necessary for semiconductor manufacturing; and solder and AuSn 
paste, which are required when forming devices. These are what we call semiconductor-related products. 

Some of these investments, which we had planned to proceed with, have been postponed for a little while to 
accommodate market conditions, but we will decide when to make these investments again this year in 
anticipation of a full-fledged recovery starting in H2 of the fiscal year ending March 2025. 
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Regarding Metalworking Solutions business, one major, important factor here is the new product ratio. The 
results for the fiscal year ended March 2024 are shown in purple on the left side, as just over 9% of the total 
product. Our idea is to raise this to 18% in the fiscal year ending March 2025. 

In terms of the percentage of total industry, the automobile industry, which used to account for two-thirds to 
60% of the total, has dropped to about 50%, while aerospace and medical are gradually increasing their share. 
This is due to the fact that, in terms of market growth rates, there are large revenue prospects for aerospace and 
medical. 
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This is a renewable energy topic. 

Appi Geothermal Power Plant began commercial operation in March 2024, and the contribution to profit is 
expected to be ¥2.1 billion in operating profit and ¥1.3 billion in profit attributable to owners of parent in the 
fiscal year ending March 2025. Investment ratio is shown at the bottom of the data on the right, and the 
Company has a 51% stake, which means a higher contribution to profits. 
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Lastly, as for enhancing equity value and enterprise value, this chart itself was presented at the announcement 
of the Medium-term Management Strategy FY2031. 

In this context, basically the enterprise value is calculated by multiplying the EBITDA of each business by the 
multiple of each business, but at this stage, the latest data for multiples by business is not yet available, so we 
have shown the total EBITDA trends and put the numbers above. The result for fiscal year ended March 2024 
was ¥105 billion, and the forecast for the fiscal year ending March 2025 is just under ¥120 billion, with the 
goal of reaching ¥150 billion in the fiscal year ending March 2026. 

That concludes my explanation. 
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Question & Answer 

 

Participant [Q]: Thank you for your time today. Copper prices are very high now, but I hope they will go up 
when your company's mines start moving. However, my impression is that the strategy of investing in copper 
mines is on track. And I am a little concerned about the smelting business. 

This was also mentioned at the briefing on the financial results, but the copper TC/RCs are very low right now. 
Perhaps this is not sustainable, and with negative TC/RC, we are not in a situation where we can buy ore with 
the sales of copper, so I don't think this will last forever, but structurally, the Chinese smelters and Indian 
smelters are increasing their capacity, and the ore output is getting worse. Is this something like what is 
happening now with steel in the medium to long term, like a situation where a kind of recoupling of raw 
materials and product prices becomes the norm? 

If so, this year is fine, but I think there is a risk that the copper smelting business will decline next year or the 
year after that. And I think that the recycling smelting business will probably be based on the copper 
concentrates business, which will be a stand-alone business. I would like to know how we should think about 
this. 

Secondly, on page 22, it seems that you are acquiring a very large company in terms of sales, but how will this 
affect profit and loss? If you can tell us, please let us know its contribution. That is all. 

Ono [A]: Thank you for your question. The first point is not so much a very drastic change, but we recognize 
that it is a very big change now. If you look at page 15, in the white margin in the upper right corner, we have 
commented that considering the recent deterioration in TC/RC, sulfuric acid prices, etc., we are currently 
reviewing a change in the direction of our strategy. 

What this is saying is that up to now, in the original Medium-term Management Strategy, we have been trying 
to increase E-Scrap processing proportionally by increasing copper concentrate processing capacity. We have 
been trying to increase processing capacity by about 30% across the board. However, under the current 
circumstances, and in light of what you have just pointed out, it is necessary to consider whether relying on this 
approach is necessarily the best path forward. 

In other words, we at Exurban are trying to extract copper or metals other than copper from 100% recycled 
materials, and I think it is necessary to consider the combination of such a thing. 

This does not mean that we will not do E-Scrap processing based on copper concentrates, but we will also 
combine other paths while doing so. We are currently discussing within the Company that it would be extremely 
risky to continue to do everything based on copper concentrates unless we take the path of combining several 
methods and increasing the number of recycling processes. We have not yet reached a conclusion on what to 
do, but in any case, I see that we will have to choose which path to take while carefully examining the economics. 

In terms of profitability, recycled raw materials have an advantage over copper concentrates. And we'll have to 
see what the cost side of processing them will be. In such a combination, we also need to decide the best way 
to process what and how much. That is how we are thinking about it. 

On the second point, CFO will answer regarding H.C. Starck. 

Takayanagi [A]: Thank you for your question. We have now reached a basic agreement to acquire this 
tungsten-centered company called H.C. Starck. As you know, before an acquisition, we do not have a complete 
picture of the contents of the company, so we would like to make a concrete plan for how we will make profit 
or loss here once we are further inside the company after the actual definitive agreement is signed. 
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However, in terms of the current situation, we also have a tungsten company in our Group called Japan New 
Metals, and last year and the year before, the situation has been quite difficult, which is exactly the same for 
H.C. Starck. How we can rebuild this area is what we would like to address in the future. 

Therefore, perhaps if all goes well, it will be consolidated in H2 of the current fiscal year, or it may be a little 
later. In any case, I think there is probably a bit of a time lag as to whether there is a large profit contribution 
immediately. That is all. 

Participant [M]: Thank you very much. 

 

Participant [Q]: Thank you. I have two questions. The first one is on page two, I think, where you mention 
optimizing the management structure. The CEO mentioned that there is room for improvement in each business, 
but could you be more specific about what you think are the issues and room for improvement? 

The second question is on page 10. In Metalworking Solutions business, I found that this negative economic 
profit lasts for two years. There are other businesses where it lasts for two years, but this is a rather solid 
business, and yet the deficit persists. What is the background for this? In addition, I also feel that you need to 
make a big leap forward to reach the 2025 target. What do you think is the room for improvement in this area 
toward the Medium-term Management Strategy for 2025? That is all. 

Ono [A]: Thank you very much. The first point is the optimization of the business structure. In terms of business 
domains, I think we have generally sorted out the businesses that are currently handled by the three companies. 
Then, if we are trying to improve the efficiency of our business, including Group companies, or if we are trying 
to cope with labor shortages, as shown in the upper right corner, it is not always possible to secure sufficient 
management personnel to cover all Group companies, each business, division, or Group companies under the 
jurisdiction of the companies. 

In that case, I see room for improvement in areas such as consolidating the Group companies themselves or 
streamlining some of the businesses a bit to make them sufficiently manageable. 

And partly, we are also focusing on the recycling of metal resources as our mainstream, so it is necessary for 
us to withdraw from the incineration fly ash treatment area, which we have been engaged in as part of the 
environmental energy business division. Such is the content of what I said about the room for improvement in 
the current business. 

Takayanagi [A]: On the second point, the negative EP for the Metalworking Solutions business, one of the 
reasons is that the WACC for Metalworking Solutions itself is set high. However, when we originally set up 
the Medium-term Management Strategy, we expected a little more top-line growth, higher profits, a positive 
ROIC spread, and positive EP, so the current situation is a bit difficult because sales are not growing as expected. 

The other factor is H.C. Starck, which I mentioned earlier. There is a bit of a time lag between the profit 
contribution of the company acquired earlier and the increase in invested capital, which has a negative effect 
on the ROIC spread, resulting in the balance in the fiscal year ending March 2025 as shown here. That is all. 

Participant [Q]: What do you think toward 2025? 

Takayanagi [A]: As you said, we think we need to make a significant leap forward for 2025, and we are hoping 
to make significant improvements in this area this year. 

Ono [A]: This is Ono. I think the part of the contribution of the tungsten business is also necessary to achieve 
these figures. 

Participant [M]: I understand. Thank you very much. 
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Participant [Q]: First, if you have any quantitative explanation of how much the H.C. Starck acquisition will 
change the recycling ratio of tungsten in cemented carbide tools or anything like that, could you tell us? 
Regarding the revenue impact, I think we need to wait for further details, but I think you mentioned that the 
current business environment is difficult, so could you give us some background on this and your thoughts on 
how to improve it? This is the first question. 

Second, in line with the theme of resource recycling, I think you have made some progress with copper and 
cemented carbide tools, but could you tell us about your evaluation of the progress of these measures to date in 
terms of resource recycling, and your recognition of future issues? That is all. 

Ono [A]: Thank you for your questions. In terms of the recycling ratio of tungsten, we originally set a goal 
within the Medium-term Management Strategy to increase the ratio of recycled raw materials in the cemented 
carbide products we produce to 80% by 2030. That's now a little more than 50%, just a little over 50%. 

So far, we have had a tungsten recycling plant in Akita, Japan, at a company called Japan New Metals, but it is 
not easy to reach 80% by itself. Then, as in this H.C. Starck acquisition, the company has a recycling plant in 
Germany, Canada, and then I guess some in China. So, I believe this will make a big difference in increasing 
the probability of achieving the 80% recycling rate by 2030 that we have set forth in our Medium-term 
Management Strategy. Or even we do not have to wait until 2030 to achieve that goal. 

As for the current severe business environment, as our Metalworking Solutions business is suffering, in the 
major application of tungsten powder as tungsten carbide or WC, which is sold as a raw material for cemented 
carbide products, poor sales there have been a negative factor in H.C. Starck's current business. 

As I mentioned earlier, we still need a little more time before the closing. After the procedures are completed, 
we will work out what kind of synergies we can create with each other, and since our Company is engaged in 
almost the same kind of business at Japan New Metals, the major point is to find the best way to improve the 
overall situation by bringing together the technologies of both parties. 

Regarding the second point, the evaluation of the progress of measures in line with the theme of resource 
recycling, overall, we are making progress in what we are trying to do, but if I were to make an evaluation, I 
would have to reflect on the fact that every project has been a little behind schedule. 

For example, the recovery of cobalt at Mantoverde is a little later than originally anticipated, and the Exurban 
project is a little behind schedule as well due to a number of factors. This is one of the major issues. In addition, 
there are various factors that increase costs, especially for overseas projects. In terms of financing, the increase 
in interest rates will also have an impact on the overall profitability of the project. In turn, we are aware that we 
will have to work out the extent to which the metal prices or the sales of the extracted materials can cover this 
issue. That is all. 

Participant [M]: I understand. Thank you very much. 

 

Participant [Q]: Thank you very much. I also have a question about confirmation of the idea of economic 
profit. I understand the concept that the three years until 2025 will be a period of relatively upfront investment, 
followed by a payback period. 

While you are now planting seeds to increase the overall top line in terms of volume, there are also situations 
such as the cost increase you mentioned. I wonder if it will be a combination where fixed costs are also on the 
way to increase as capital investment actually progresses. 
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In that sense, unless you are a little more aggressive in your efforts to work on the margins, I am not sure if 
these current quantitative efforts are sufficient to turn the economic profit into a positive figure and further meet 
your goals. 

Is it about simply being later than expected due to a downturn in demand? Or in order to prepare for changes 
in the business environment, you may have to work more aggressively on margins or reduce costs. I feel that 
this kind of approach is necessary, and I would like to know your thoughts in this area. 

The second question is from the same perspective, though. I understand that the investment for the expansion 
to 240,000 tons of E-Scrap is steadily progressing, and I think it was previously explained that increasing the 
blending rate of E-Scrap was directly a factor in the increase in profit. For example, if replacing from the ore, 
I think TC/RC could be expected to be a factor in boosting profits in a very difficult situation expected in the 
future. 

Is it safe to understand that the changes from the investments you are making now will still have a positive 
effect on your margins? I would appreciate it if you could step in and explain the smelting part again. 

Ono [A]: Thank you for your questions. First of all, I think that the margin in resource recycling depends on 
how good the conditions are under which we can collect scrap materials. When we talk about margins, the 
business of making products is a little different from the business of extracting metal resources and metal 
materials in this resource cycle, and I think this means that there is competition in the collection. 

In this sense, we will establish a new company in Europe to think about European strategies and implement 
them in Europe while considering how to keep up with the competition for collection in the European market. 
We are also considering the need not only to bring E-Scrap, which is generated in Europe, to Japan, but also to 
collaborate with other companies to ensure that we do not lose out in terms of conditions for collection. This is 
one idea we are trying to address. 

As for the second point, the initiative to increase E-Scrap to 240,000 tons, what was originally mentioned in 
the Medium-term Management Strategy was that by increasing copper concentrate processing capacity. Even 
if the percentage of E-Scrap does not increase proportionally, the same percentage will lead to an increase as a 
volume, and that is what we have been trying to implement. However, given the current TC/RC environment 
and by-product prices, we believe that such an approach may not necessarily lead to overall optimization. 

For example, the Company is not planning to increase the processing capacity of copper concentrates as planned 
but to increase the ratio of pure E-Scrap to copper concentrates by pre-treatment, compared to the case where 
E-Scrap is fed in without pre-treatment. We are now considering the possibility of taking such measures. 

Participant [Q]: Thank you. Sorry about the first point, I was not asking properly. Regarding the first point, 
from a broader perspective, from a company-wide perspective, as an approach to increase the economic profit, 
can we expect the sales expansion of focused products such as electronic materials, for example, now that you 
have completed capacity expansion in the Copper & Copper Alloy business, to function as a positive factor for 
margins and the product mix? 

I feel that additional actions such as cost reduction to cope with the increase in various costs, further price 
increase, price pass-on efforts, etc., are necessary. Now, as you evaluate the progress of the Medium-term 
Management Strategy, could you give us your perspective on whether your efforts to further expand this EP 
will be successful? 

Ono [A]: This has to do with how each of the various individual investment projects are. So-called EP is the 
ROIC spread multiplied by the invested capital, but even after investment, it is meaningless unless the ROIC 
spread increases. This means that although the investment will eventually increase the capital invested, it will 
be meaningless unless the corresponding margin growth exceeds it. 
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As we do in our daily monthly management, we must keep the growth of fixed costs and variable costs or 
marginal profit under control while making investments for growth. However, the investment must be made in 
such a way that the growth of marginal profit can exceed the growth of depreciation, which is classified as a 
fixed cost that increases due to investment. 

What is needed to achieve this is, in the end, to reduce costs and increase sales prices. That is, of course, what 
we are trying to push through in the management of the profitability of each project. 

Participant [M]: I understand very well. Thank you very much. 

 

Participant [Q]: Thank you very much. First of all, I would like you to sort out the background on H.C. Starck. 
This time, the major shareholder is Masan High-Tech, and I believe Masan High-Tech acquired H.C. Starck in 
2020. I would like to know the background of your company's 10% investment in Masan High-Tech in the 
same year, or why Masan High-Tech is selling H.C. Starck this time, which it acquired in 2020. How did this 
kind of acquisition story come about? 

Also, just to confirm, if you could tell me, what is the current status of H.C. Starck, or should I just say the 
actual results for the period that ended? Is there a deficit in the P&L or is there a surplus? This is the first 
question. 

Secondly, please tell me about capital allocation. On page 12, as of the guidance at the beginning of the current 
fiscal year, looking at the cumulative total of operating cash flows for the fiscal year ended March 2024 and 
the fiscal year ending March 2025, the operating cash flow for the Medium-term Management Strategy was 
going to be slightly below the plan, while it appears that the Company is basically in line with the plan for the 
investment cash-out, increasing interest-bearing debt to compensate for the increase in investment. 

Of course, there is a possibility that this blueprint will change when we enter the third year of the Medium-term 
Management Strategy, and operating cash flow may be higher than expected. Just as a way to organize our 
thinking, I would like to confirm whether there is any way to manage the investment without increasing the 
D/E ratio and within the scope of operating cash flow and recycling of assets. 

Ono [A]: Thank you for your questions. Regarding the first point, I am sorry, but I do not think it is appropriate 
for us to answer why the company with which we are negotiating decided to transfer to us so soon after the 
acquisition. As a result, this is what happened. 

We are of course aware of Masan High-Tech's acquisition of H.C. Starck, which is why we have been in 
discussions with Masan High-Tech to collaborate with them. I can tell you that this was the way things ended 
up, but it is difficult for us to say what kind of strategy the other party had in mind when they made the change. 
We hope you will forgive us. 

Takayanagi [A]: I'm sorry, but we have just signed the basic agreement and the DA has not yet been concluded, 
so at this stage, we are obliged to maintain confidentiality, and we are not in a position to disclose this 
information yet. I'm sorry. That's all for here. 

Ono [A]: We are currently working toward the end of this month to conclude the DA, so if we are able to talk 
about it, we would like to discuss it properly. 

Then the second point, the capital allocation part. It is true that we are expecting about 60% progress for two 
years versus three years. We are not yet in a position to say definitively what will happen in the third year. Of 
course, one way of thinking is how we will allocate the cash we have earned, aside from how to earn cash, and 
the cash outflows, and in terms of allocations planned for each, the basic line of thinking is that we want to 
keep the allocation ratio as close to the plan as possible. 
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Then, of course, the possibility is not zero that the total cash inflows and outflows of ¥420 billion over the three 
years will not reach that level, depending on the operating cash flow situation. In such cases, we believe it is 
necessary to manage the investment in such a way that the allocation of cash is kept in line with the basic plan 
as much as possible, while, of course, some investment is curbed. 

We have already made some changes in the timing of investments, even for the past two years, to the original 
Medium-term Management Strategy, and we will continue to manage this according to the overall cash-in 
situation. That is all. 

Participant [M]: I understand. Thank you very much. 

[END] 

______________ 
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