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Presentation 

 

 

Tanaka: My name is Tanaka, Chief Executive Officer (Representative Executive Officer). Thank you very 

much for attending today’s Medium-term Management Strategy FY2031 Progress Briefing. 

First of all, as I mentioned at the recent financial results briefing, I would like to make a few remarks on my 

appointment as CEO. 

We gave the same details in last week’s financial results presentation and, so I will not go into details. I will 

only reiterate the future direction and challenges shown at the bottom of the presentation. 

As described here, due to the rapidly changing external environment, the forecast for the fiscal year ending 

March 2026 deviates significantly from the fiscal year ending March 2026 target of the Medium-term 

Management Strategy FY2031 (“FY2031 Strategy”). The Company will implement various measures, 

including business structure reforms to improve profitability in response to these changes. We welcome your 

continued support and encouragement. 
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We will continue to discuss the progress of the FY2031 Strategy on the next page and thereafter. 

The first step is to understand the current situation. 

This page summarizes the outline of the FY2031 Strategy. 

Based on Our Commitment of “For people, society and the earth, circulating resources for a sustainable future,” 

we build a recycling system of metal resources based on our strengths and realize growth throughout the value 

chain by expanding the scope, regions, and scale of our operations. 

In terms of business performance, the FY2031 Strategy Phase 1 targets for net sales of ¥1,940.0 billion, 

operating profit of ¥70.0 billion, and ordinary profit of ¥87.0 billion in the fiscal year ending March 2026, 

which is its final year. In contrast to our target, the forecast for the fiscal year ending March 2026, announced 

on May 14, shows a significant discrepancy, with net sales of ¥1,870.0 billion, operating profit of ¥10.0 billion, 

and ordinary profit of ¥33.0 billion. 
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My current understanding of the situation is that the semiconductor and automotive markets have changed 

significantly from what was envisioned when the FY2031 Strategy was formulated; the demand is sluggish, 

and earnings growth has diverged significantly from the original plan. 

While upfront investments over the medium- to long-term span generally progressed smoothly, and some 

investments were cancelled or postponed in light of changes in the external environment. However, this did not 

result in short-term investment returns or expected returns on the portion of upfront investments already made, 

and investment efficiency is deteriorating.The smelting margin, TC/RC, is expected to decline significantly in 

2025, and the smelting business of the Metals Company is expected to deteriorate in profitability. In response 

to these current conditions, we are taking a deeper look at the issues as shown here. 

First of all, the FY2031 Strategy is a business strategy and investment plan based on the assumption of increased 

demand, and it is insufficient in reviewing and revising strategies and plans in the event of major changes in 

the external environment. A company-wide investment allocation that combines risk/return and the timing of 

investment effects is necessary, along with a shift to the smelting business, primarily focused on recycled raw 

materials, in case TC/RC does not recover quickly. The establishment of a resource circulation loop needs to 

be accelerated. 

In light of the above, we believe that fundamental structural reforms are urgently needed to ensure profitability 

even when the external environment deteriorates. We will reset the FY2031 Strategy Phase 2 from the fiscal 

year ending March 2027 to the fiscal year ending March 2031 and proceed to reconsider the plan. 

Since my appointment as CEO, I have had a number of discussions with the Executive Officers, but we have 

yet to finalize the details. In today’s briefing, we will focus solely on outlining the direction of the fundamental 

structural reforms, which have become an urgent priority. We will explain specific details, quantitative effects, 

and new plans at future financial results briefings, large meetings, and other occasions. 
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In addition, we will also make timely disclosures of any other decisions that are made as necessary. 

 

On this page, we present our policy on the fundamental structural reforms. 

The fundamental structural reforms will be undertaken to rebuild the business foundation and improve the 

financial structure of the Company. 

The restructuring of the business foundation will involve a shift from quantity to quality, and a thorough ROIC 

system focused on maximizing returns and rates will be implemented. To this end, we will implement measures 

to improve the profitability of each business, carry out reforms in the Corporate Division, and review our 

portfolio. 

We believe that flexible investment allocation is necessary to improve our financial position, and we will make 

more flexible investment decisions and execute investments according to cash inflows. 

Since we are still working on the details of the specific initiatives and the target effect amount, we will only 

introduce the themes of the initiatives today. As you can see here, we will improve capital efficiency and EP, 

strengthen cash flow generation, and reduce interest-bearing debt. We will work with speed to improve 

profitability in the current fiscal year as well. 
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Next is the policy for each business. 

This includes some of the things I have repeatedly mentioned, but I will explain only the key points. 

The Metals Company will aim to increase the E-Scrap ratio and smelt 100% recycled raw materials through the 

Exurban Project in North America in order to counter the decline in TC/RC. 

We believe that the Copper & Copper Alloy business needs to reform its profit structure and shift to high value-

added products. 

In the Electronic Materials & Components business, we will strive to reduce costs and expand sales of square 

silicon substrates, as previously announced in a press release. 

In the Metalworking Solutions business, we are considering focusing on other fields such as the aerospace 

industry due to sluggish demand from the automotive industry. 



 
 

 

6 
 

 

 

Next is the reform of the Corporate Division. 

We will focus on three key areas: optimization of indirect divisions, selection and concentration of R&D themes, 

and rebuilding of DX strategy. 

In the optimization of indirect departments, we will work to improve efficiency in operations as well as to 

become a leaner organization. In order to accelerate the rationalization of the organization, we have also begun 

soliciting voluntary retirement. 

We have already started working on the selection and concentration of R&D themes and the rebuilding of the 

DX strategy, and we will report on the progress and effects of these efforts in the future. 

Next, we look back at the second year of the FY2031 Strategy. 
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This is an overview of the FY2031 Strategy. We have already mentioned this at the beginning, and so we will 

omit the explanation here. 
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Next is a review of the fiscal year ended March 2025 and a forecast for the fiscal year ending March 2026. I 

explained these at last week’s financial results briefing and at the beginning of this presentation. 
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Next is capital allocation. 

Cash inflows are expected to be lower than planned for operating cash flow, as the original plan to expand the 

business has not been followed through. With regard to cash outflows, based on the current business 

performance, we have postponed or narrowed down some of the growth investments by assessing and 

appropriately executing them. On the other hand, investments in maintenance and upgrading are expected to be 

made almost as planned to ensure safe and efficient operations. 

I will skip the discussion on strengthening cost competitiveness, which I explained at last week’s financial 

results briefing. 
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I would like to continue with the progress of the various measures in the FY2031 Strategy. 

This page shows a list of the strategic measures we have set forth for each of our businesses. Today, I will 

mainly explain the contents in blue. 
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Here is the progress of the Metals Company. 

The Resources business reported a year-on-year decline in earnings in the fiscal year ended March 2025 due to 

lower dividend income from the Los Pelambres Mine. 

In the fiscal year ending March 2026, the Company expects an increase in earnings compared to the FY2031 

Strategy, as copper and other metal prices are expected to rise against the estimation made when we formulated 

the FY2031 Strategy, and dividends from the Los Pelambres Mine are expected to increase. 

As for the progress of the FY2031 Strategy measures, as we have sent out a press release, we have sold Copper 

Mountain as part of the optimization of our portfolio of investments in the comprehensive resources business. 
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This is about the Smelting & Resource Recycling business. 

While profit increased year-on-year in the fiscal year ended March 2025 due to the impact of improvement in 

metal recoveries and other factors, profit is expected to decrease in the fiscal year ending March 2026 against 

the FY2031 Strategy due to the sharp deterioration in TC/RC. 

In addition, the information listed in the red box here will be explained on the next page and beyond. 
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I will continue with an explanation of the expansion of resource recycling. 

We have provided this information in the past, but this time we have added it because we have made progress 

in developing our recycling business in the Asian region, which is listed under Regional Expansion. This will 

be explained later in the material. 
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This slide summarizes the lithium-ion battery (LIB) recycling and resource circulation loop. Regarding LIB 

recycling, a pilot plant is currently under construction at the Onahama Smelter & Refinery. The operation is 

scheduled to start in August of this year. 

In addition, as we announced in our press release last year, we have established a resource recycling loop, which 

we call the PMP loop, as a product-material-product loop with Panasonic Corporation. We intend to expand 

similar initiatives to other companies and industries by leveraging our strengths in disassembling used products, 

recovering and recycling metals, and manufacturing processed products. 
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This slide is the same as the one we presented at the IR Day last December. 

We will continue to invest in facilities to increase E-Scrap processing capacity in the future, toward the fiscal 

year ending March 2028. 
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I will continue with an overview of the progress of our overseas projects. 

As part of our overseas resource recycling efforts, we are promoting the Exurban Project in the United States. 

This project aims to produce copper cathode and other products from secondary raw materials only, and we 

strengthened our project structure by dispatching personnel from our company overseas in the last fiscal year. 

We will continue to develop the technology and hope to make an investment decision by the end of this fiscal 

year. 

Additionally, we are promoting home appliance recycling projects in the ASEAN region. In anticipation of E-

Waste management, such as home appliance recycling, becoming legal in other countries, we plan to develop 

a business similar to the one in Japan. As a first step, we will study and promote commercialization in Malaysia 

in cooperation with local partners. 
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This is the status of the Advanced Products Company. 

First, let’s look at the Copper & Copper Alloy business. 

As explained at the beginning of this presentation, we have made investments to increase production capacity, 

but the demand has not recovered to the expected level and earnings have been sluggish. Thus, we will proceed 

with profit structure reforms and other measures. 
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This is about the Electronic Materials & Components business. The semiconductor market is beginning to return 

in some areas, and earnings are returning, although not to the extent projected in the FY2031 Strategy. 

The breakdown will be explained on the next page. 
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I will explain the profit structure reform of the Copper & Copper Alloy business. 

As shown here, in the last fiscal year, we promoted various cost reduction measures to improve profitability 

but were unable to achieve a recovery. Therefore, we have decided to reform our profit structure this fiscal year 

by combining cost reductions with sales expansion. 
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This is a summary of the earnings structure reform. 

On the manufacturing side, in addition to existing measures such as yield improvement and inventory reduction, 

we will promote lead-time reduction. In terms of sales, in addition to expanding sales in existing markets, 

particularly the automotive and semiconductor markets, we will also explore new market opportunities. 

To this end, we will also establish a new department responsible for sales and marketing and build a system 

that can provide added value. 
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This is a summary of the development of products for semiconductors in the Electronic Materials & 

Components business. 

Although the situation is individually different for the semiconductor-related products on which the Electronic 

Materials & Components business focuses, demand is gradually recovering, with particularly strong demand 

for use in generative AI. 

The demand for low-alpha solder materials is strong for use in generative AI and advanced packaging 

applications, and we plan to invest in increased production capacity. Although there continues to be excess 

inventory of silicon-processed products in the commercial distribution channel, we are aiming to expand sales 

by increasing the market share with existing customers and by entering new customers segments and new fields. 

The demand for columnar crystal silicon for use in semiconductor memory and other applications is strong, and 

we plan to increase production capacity in stages while monitoring demand trends. Although there continues to 

be excessive inventory of seal products in the commercial distribution channel, we expect it to be reduced in 

the second half of the fiscal year ending March 2026, and demand will begin to increase. We will consider 

capacity expansion while monitoring demand trends. 
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This is the progress of the Metalworking Solutions Company. 

In the fiscal year ended March 2025, growth in sales to the automotive sector was much lower than expected. 

In the current fiscal year, the recovery of global demand for automobiles is still uncertain, and we will continue 

to strengthen our business in other fields, such as the aerospace industry. 

We acquired a German manufacturer of tungsten products, H.C. Starck, and we will continue to capture 

synergies in the future. 
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Next, I will explain the shift in focus markets for the Metalworking Solutions Company and the cemented 

carbide tools business. 

As shown in the graph to the left here, aerospace sales have grown steadily over the past several years. 

The aerospace market requires high-performance products, such as cemented carbide tools for heat-resistant 

alloys. Since we have coating technologies to improve the performance of cemented carbide tools, we intend 

to increase the percentage of aerospace-related sales using these product capabilities. 

In addition, as a new focus market in the U.S., we will introduce new material types for the petroleum and 

energy industry and also utilize outside suppliers to strengthen sales of cemented cutting tools. 
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Next, I will explain the promotion of the tungsten strategy of the Metalworking Solutions Company. 

Under the FY2031 Strategy, the Metalworking Solutions Company is focusing on the tungsten business as a 

pillar of its operations, along with the cemented carbide tools business. H.C. Starck, acquired last December, 

mass-produces tungsten carbide and other materials in Europe, North America, and China, and sells them 

through its global sales network. It also has one of the world’s largest recycling capacities. 

On the other hand, our subsidiary, Japan New Metals Co., Ltd., experienced poor market conditions for both 

cemented carbide and semiconductor applications in the fiscal year ended March 2024, resulting in a decline in 

earnings. However, in the fiscal year ended March 2025, Japan New Metals Co., Ltd. achieved a significant 

increase in the volume of high-performance powders for highly profitable electronic components and 

semiconductors. 

Going forward, the Company will utilize recycling technologies, capabilities, and global bases of Japan New 

Metals Co., Ltd. and H.C. Starck to accelerate efforts to collect used cemented carbide tools and secure 

recycling capacity, as well as to create synergies and enhance corporate value through cross-selling initiatives 

between the two companies. 
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I will continue with an explanation of the Renewable Energy business. 

In the fiscal year ended March 2025, profit increased due to the start of power generation at the Appi Geothermal 

Power Plant. 

We expect a decrease in profit in the fiscal year ending March 2026 due to the impact of the scheduled 

maintenance of the Appi Geothermal Power Plant and other factors. Progress will be explained on the next page. 
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Since the start of commercial operations in March last year, the Appi Geothermal Power Plant operated stably 

without major problems in the fiscal year ended March 2025. 

As for major new projects, last year we drilled exploratory wells in Komonomori, Akita Prefecture, for 

geothermal power generation. We are planning to drill exploratory wells this year. Wind power generation is 

being investigated in Imakane-cho, Hokkaido, Japan. Solar power is being constructed at the Akenobe Mine’s 

tailings dam site of the Company. 

That’s all from me. 

In the fiscal year ending March 2026, we will proceed with structural reforms and formulate a Medium-term 

Management Strategy for the future in order to respond to the current environment. We appriciate your 

continued support. 
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Question & Answer 

 

Participant [Q]: The Company has been promoting selection and concentration and has been reducing the size 

of its base assets, such as aluminum and cement. The FY2031 Strategy aims to shift into a more proactive phase 

in the remaining businesses, but the external environment has become very challenging. 

We have been speaking with investors, and the following points have been raised. One is recycling, which the 

Company is trying to invest in. It takes a lot of time while the stock market seeks short-term investment results. 

For example, a pilot plant for lithium recycling is being developed, and Sumitomo Metal Mining Co. Ltd., 

which just gave a briefing, is also attempting to do the same. All of your competitors are saying the same thing 

about aiming for medical or aviation markets with cemented carbide tools and the like. There is skepticism 

about whether these strategies will succeed. Therefore, I think it is crucial to address such concerns and 

demonstrate profitability. I hope you will find this information useful. 

I have one question regarding the current situation of the Metals Company. As far as the improvement of copper 

TC/RC is concerned, I think it is difficult to see a way out of this situation, although I do not know if there are 

subsidies or not, as China is further increasing production even with TC/RC of negative US$40. 

Tanaka [A]: First of all, as you pointed out, the decline in TC/RC in the Metals Company is due to various 

strategies employed by China, and we believe that it is not simply a matter of supply-demand balance. Therefore, 

I do not think we should be optimistic that TC/RC will return as supply and demand recover. I think we are in 

agreement on that. 

On the other hand, regarding whether these measures are medium- to long-term efforts, I believe that it is still 

quite a hurdle to recover in the short term from the rapid decline in TC/RC. One aspect is mining investment. 

One idea is that the lower TC/RC will shift profits to the mine side, and thus, the mine side will recoup some 

of its investment. The other is to produce copper from recycled products, not from ore. I think that there are 

these two approaches. 

As you know, it takes about 10 years from the development stage until the ore is extracted, and so, the 

investment in mining is inevitably long-term. 

Participant [Q]: I understand that the Company is focusing on recycling, but is it possible to expedite this 

timeline? I think there are a variety of technical challenges, but I believe the time frame is the problem. If you 

are going to solve this problem, if you are going to proceed from that recycled raw material, I am looking at 

page 21 now; please explain at what point we can start to see this turnaround or exit. 

Tanaka [A]: On the other hand, for recycling, as shown on page 21, the plan we are currently pursuing is 

starting in the fiscal year ending March 2028. Some companies are starting to increase capacity, but the actual 

capacity will begin to recover a little from the fiscal year ending March 2028. 

Before that, increasing recycling is difficult to accomplish. The reality is that there will be a slight increase in 

the fiscal year ending March 2026, but not a large increase. So, regarding the Metals Company, one thing I just 

mentioned is that we are steering towards recycling, but that is not the only focus. We will lobby the government 

to improve conditions for the purchase of mines. In some cases, we will negotiate with miners, collaborating 

with countries other than China. It would be difficult to achieve better conditions than those in China, but we 

would like to explore the possibility of recovering TC/RC while maintaining the same conditions as in China. 

As for your question about what we don’t have in the short term, the reality is that we are currently planning 

for 2027, as that is the closest we can project, and we have limited options for achieving results sooner than 

that. 
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Participant [Q]: The other thing I wanted to mention is that every so often, when copper goes up or there’s 

improvement in metal recoveries, or there’s a spike in profits in the mines, and some organic growth spikes up. 

I believe that your reputation will improve if you are not caught off guard at such times but instead take a hard 

look at the organic side of the business and drive profitability. 

Tanaka [M]: Thank you very much. We will do our best. 

 

Participant [Q]: This is a big change right off the bat with the start of the new management structure. I would 

like to see a bold reform path where Phase 2 is cancelled, and a new plan is developed. In that sense, I would 

like to see a start that is not a superficial solutions, but rather a solid reassessment of where the Company stands. 

At the beginning of the new fiscal year, the balance between capital investment and depreciation has already 

been planned, and I believe that the amount of investment, which was reduced last year, will increase again this 

time around. 

In past strategies, the Company once defended. Now, it is turning around for offense. I wonder if the fact that 

all segments moved in the same direction at the same time may have been a remote cause of the current situation. 

With the new strategy, I expect that the Company will be able to be more aggressive and defensive; however, 

at the same time, fixed costs have been increasing, and I think that will be an issue this time. Interest-bearing 

debt was also on the rise. In terms of streamlining, you have announced the direction to reduce interest-bearing 

debts, and I would like to know the scale of your efforts to reduce fixed costs and expenses. This is my first 

question. 

Tanaka [A]: Regarding the cost impact, page 14 of the document shows a stacked calculation, but we were 

originally trying to achieve a cumulative cost reduction of ¥8.8 billion over three years. The numbers show that 

we will increase cost reductions over the three years of the FY2031 Strategy to ¥25.2 billion. 

Regarding the increase in investment mentioned at the beginning of this report, the second point on page six 

states the issue of carefully considering the allocation of investment across the company. 

I think the whole process has been that each project has somehow aligned with what each project had planned. 

We would like to implement our investment plan for the current fiscal year while controlling which investments 

to make and which to hold back, depending on the situation. 
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Participant [Q]: Second question. The other day, you mentioned the listing of Mitsubishi UBE Cement 

Corporation, and I think cash-in is one of the major landmarks. As far as you can tell us about this divestiture 

of the cement business at this point, how do you plan to make effective use of the cash, or how will you deal 

with the cement business, or how will it change? Any hints would be appreciated. Thank you in advance. 

Hirano [A]: This is Hirano. Regarding the issue of cash allocation, if Mitsubishi UBE Cement Corporation 

were hypothetically to be listed, there would be a cash-in and I will explain what it would be used for. 

Timing and other factors are involved, and so, at this point, we have not yet decided as there is no information 

on the amount of money and such. Basically, in terms of financial structure, the priority is to pay down interest-

bearing debt to the point where it should be aimed at. Naturally, we will make a well-defined investment in the 

new growth seeds in the current strategy discussion. We would like to use it for such purposes. 

Participant [Q]: I think it is still too early, but I wonder if this will have some impact on the review of the 

FY2031 Strategy, and if this will be factored into the next review plan. 

Hirano [A]: Yes, we intend to do so. Of course, in the FY2031 Strategy, we have stated that we are aiming for 

a net D/E ratio of 0.5 as an indicator of soundness when strengthening our financial position, and we believe 

that this level is appropriate, even if we consider the rating and other factors. 

Also, in terms of the net D/E ratio, there are still many pieces scattered around. We would like to have time to 

organize them and prepare to explain them to you in a logical manner as soon as possible. 
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Participant [Q]: The first point is the fundamental structural reforms described on page six. I think the 

Company is still in the process of finalizing the details, but what exactly do you have in mind? What is the time 

frame for establishing the specifics of the presentation or working on its effectiveness and implementation? 

Tanaka [A]: As for fundamental structural reforms, we have written each item on page seven rather than page 

six. This includes the restructuring of business infrastructure, improvement of profitability for each business. 

As you pointed out, there are various businesses with low ROIC and businesses with high ROIC, and so we 

would like to first establish the goals of each business as a base and then firmly determine from a company-

wide perspective where to focus investments accordingly. 

As I have already explained some of the reforms in the Corporate Division, we will change the way we do 

business and make the Company more muscular. We would like to establish a structure that will increase the 

turnover of invested capital, financially speaking. 

Regarding development and DX, we would like to carefully select themes and prioritize them and make solid 

investments where they will be effective, rather than spending money all at once. We would like to build such 

a structure. 

It also says that we are reviewing our business portfolio. We have discontinued various businesses in the past. 

Our current thinking is to grow the remaining businesses, but even so, some of the current businesses are 

profitable, and the others are not. Therefore, we would like to start a thorough review of our portfolio in the 

business. 

On the other hand, we would also like to discuss whether or not we can continue with the existing structure, 

especially in the Metals Company, due to the recent rapid changes in the business environment. It may be 

necessary to step into a fairly large business portfolio or even  change the management structure. 

In terms of improving our financial structure, we would like to first change the fact that we are still investing 

too much and not earning enough cash. We would like to include as a discipline the basic concept of generating  

strong cash flow and then investing it. 

In addition, we will, of course, improve capital efficiency, but we must also improve the economic profit to a 

positive figure as soon as possible, as all of our businesses have been in the negative in recent years. We would 

like to work on both aspects, such as raising profits and lowering equivalent capital, and as Ms. Hirano 

mentioned earlier, we would like to reduce interest-bearing debt a little more. 

Participant [Q]: Secondly, I would like to ask your thoughts on investment discipline. This time, the Copper 

& Copper Alloy business became a bit impaired. I believe that some of the market was concerned about, why 

are investing in a business that originally had a low ROIC? Please tell us again your analysis of the background 

that led to the impairment and how you intend to apply it to the investment ratio in the future.  

Tanaka [A]: The main reason for the impairment of the Copper & Copper Alloy business was the investment 

in increased production based on that forecast of steady growth, which did not happen in reality. The first step 

is to carefully assess the timing or the external environment. The first is to avoid misreading. We believe that 

the first thing to do is not to assume an easy rightward movement. 

Then again, would like to emphasize that we intend to incorporate a discipline of carefully considering which 

businesses to invest in across the Company, avoiding excessive investment in those that are not very profitable. 

 

Participant [Q]: The first point is about the substance of the fundamental structural reform. There is a bit of 

overlap with the current question, but I think I understand the direction the Company is going and that it will 

be crunching numbers in the future. In terms of the drastic measures, I would like to focus most attention on 

the third point, the review of the business portfolio. 
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According to CEO Tanaka’s earlier comments, the business portfolio itself will not change that much. We were 

discussing changing what’s inside. I would like to know if there is any room for further work on the current 

segment or if there is any room for more work on that segment. 

Also, he said that such structural reforms have not yet been incorporated into the Company’s corporate plan for 

this fiscal year and he would announce them when they are completed. Basically, the Company is going to 

implement structural reforms starting next fiscal year. Can we expect to see the effects of the contribution to 

profits, reaping of earnings, cost reductions, etc., from the next fiscal year onward? Thank you. 

Tanaka [A]: First of all, regarding your question about whether or not we intend to take a scalpel to the current 

business in terms of radical structural reform, as I mentioned briefly earlier, I believe that the main focus will 

be to reorganize the portfolio within the current business. Not only that, but we would also like to discuss the 

possibility of changing existing businesses and portfolios. 

Internally, we refer to these as organic and inorganic growth strategies. If anything, the organic strategy is about 

reorganizing the portfolio, such as how to rebuild existing businesses and how to change low-selling, low-profit 

products into high-profit ones. 

In the area of inorganic business strategy, there are discussions about changing the business portfolio, including 

selling or buying existing businesses in extreme cases. I think the answer to the question of whether we are 

going to do scalpels is highly possible. 

As for the timing of the effects, we would like to start producing results in the current fiscal year. Of course, 

we may have to start next fiscal year for things that cannot be implemented until the next fiscal year, but we 

would like to start as soon as possible, and in that order, we would like to make the most effective use of our 

resources. 

Participant [Q]: On page 26, in the section on the Copper & Copper Alloy business, you mention strengthening 

marketing and providing new added value. In your explanation, you mentioned the creation of a new marketing 

department, but I had the impression that there have not been many original products in your company so far. 

Is there a possibility that there will be products unique to your company in the future? It says here that you have 

sales expansion measures, but what are the strengths of your company, unlike those of other companies? 

I believe that you are also implementing measures to expand sales of these products, and I would like to know 

how the Company receives its responses and considers the future.  

Tanaka [A]: Regarding the Copper & Copper Alloy business. We would like to expand various sales channels 

through marketing. One way is to expand sales channels in the area of products of the Copper & Copper Alloy 

business, such as feed spreaders in the semiconductor field. 

In addition, oxygen-free copper with low oxygen content is a strong product for us, and we will expand sales 

of such products. 

As stated in the first part of my policy, we would like to create new materials with a view to developing and 

providing products that exceed customers’ expectations, which include development capabilities.  

 

Participant [Q]: There are two points, and the first is on page 17 under the Metals Company. In the lower 

right-hand corner, there is a comment about considering investment portfolio optimization, such as replacing 

investment mines, etc. Can you tell me more about this? For example, a little while ago, I think your company’s 

stance was a little more positive in some of your comments on mining investments, and I would like to know 

how you view it now. This was for the first question. 
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Tanaka [A]: Regarding mining investment, as I mentioned briefly earlier, it takes quite a long time for a new 

project to really get ore after starting development. We would like to discuss whether or not to aggressively 

invest in mines given our current situation in the future, as part of the fundamental structural reforms we will 

be undertaking. However, the fact that the smelting margin, TC/RC, is falling means conversely, that profits 

are being allocated to the mining side. It would be ideal if we could increase our mining interests by acquiring 

them in the short term at a reasonable price, but such projects are not readily available. 

In addition, it is difficult to find good projects because the mines are gradually declining in grade, or they are 

located high up in the mountains, or deep in the mountains. This may not seem particularly positive in writing, 

but it reflects the background of the situation. 

Participant [Q]: The other is the Metalworking Solutions business, and you explained future efforts for new 

markets such as aircraft. Please elaborate on any measures you are taking to raise the profitability of the 

automobile and other businesses, which are your main business.  

Tanaka [A]: As for our efforts in the automotive industry, it has been our primary market for quite some time; 

therefore, we have no current plans to implement any major changes to our sales structure or other aspects of 

our business concerning customers. However, in the case of Metalworking Solutions business, digital 

transformation (DX) activities increase our engagement with customers. For example, even if the customer is 

not an experienced production engineer or someone with limited knowledge, we will develop software that 

automatically selects the appropriate tool for what kind of machining needs to be done. 

We also conduct further simulation analysis of the machining area. For instance, if there is an area where the 

load increases, we recommend processing that area slightly slower. Conversely, where the load is less, we 

suggest processing a bit faster or increasing the allowance. We analyze the processing conditions of such 

customers and provide engineering support for more efficient operations. 

We are currently working to become a company that is preferred by customers by focusing on these aspects. 

This is not limited to the automotive sector, but the automotive industry can be our primary focus. 

 

Participant [Q]: I have a few questions about the Copper & Copper Alloy business. As mentioned earlier, the 

profit margin in this business is not particularly high. Since your company plans to invest in this area, I am sure 

there have been various discussions about it. As a result, the Company is impaired, so please tell me a little bit 

about how much responsibility the management team feels for this. 

Tanaka [A]: Regarding your question about the extent to which management feels responsible for what led to 

the first impairment, we feel a significant responsibility for this. In the past, the Copper & Copper Alloy 

business has been managed by our subsidiaries, and we have not been able to make appropriate investments 

during that time. In addition, it was decided to invest in the business because the market was expected to rise, 

but as it turned out, that expectation did not materialize. We, the management, of course, feel responsibility in 

this regard. 

Participant [Q]: Secondly, in the Copper & Copper Alloy business, even if the external environment 

deteriorates more than your company expects, I think you will be required to make management decisions that 

include this. Is there a contingency plan in place to maintain a certain level of profitability in such a situation? 

Tanaka [A]: Regarding contingency plans for deterioration of the external environment, from an investment 

standpoint, I believe that it is necessary to create several scenarios when making an investment and thoroughly 

examine in advance what will happen in the worst-case conditions. That is not to say that such evaluations were 

not conducted before. For example, if a business introduces equipment, it should check to see if the equipment 

is operating at 80% of capacity and generating a solid profit. When there is an upswing, the range between 80% 

and 100% should be managed as a principle. Such businesses exist, and we will discuss how to approach this 

again in future discussions. 
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Participant [Q]: Third, how do you plan to invest in the Copper & Copper Alloy business, and how will it be 

positioned in your company’s portfolio? Can you tell us a little bit about whether it is positioned as a growth 

area or whether it will change slightly? 

Tanaka [A]: We would also like to reiterate in future discussions how the Copper & Copper Alloy business is 

positioned in our portfolio. It is often said that profits are made on both sides of the bathtub curve. In the case 

of copper, it is at the most upstream, which is mine. Then, there is the area that is not really the Copper & 

Copper Alloy business, but more downstream of that, which is to make copper products. In our case, I think it 

would be the domain of a subsidiary called Luvata. I believe that both sides are positioned to make a profit. 

In this sense, I acknowledge that the Copper & Copper Alloy business is in a position where it is challenging 

to generate profits. However, there is room for improving the properties of materials by adding various 

substances in the Copper & Copper Alloy business, or if we develop new materials, whether it will be purchased 

by the customer at a higher price. We would like to closely examine this and redefine the portfolio and discuss 

again what kind of position we would like to take. 

Participant [Q]: Looking at pages 25 to 26, it seems that the investment in increasing production is somewhat 

complete. Can you make a profit only by selling a certain quantity to various markets and securing that volume, 

or is that not feasible? Will the Company lower costs and achieve some profit even with the current volume? 

Tanaka [A]: It is my understanding that with the current state of investment in increased production and with 

the current volume of orders, we are not in a position to make a profit. Therefore, as stated in the section on 

strengthening the sales structure, we believe that we can achieve this by slightly increasing the volume this 

fiscal year while also reducing costs on the manufacturing side. 

[END] 

______________ 

Document Notes 

1. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
 


