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Fukunaga: This is Fukunaga. Thank you for joining us today despite your busy schedules. 
I will now explain the third-quarter financial results for fiscal 2020. 

Please see page three. As for the key points of the financial results, I will explain the 
cumulative results through Q3. Up to Q2, we posted a decline in sales and income YoY due 
to the impact of COVID-19. On the other hand, looking at the results for Q3 alone, we have 
returned to operating income due to a higher-than-expected recovery in the Electronics & 
Automotive Systems segment centered on automotive parts. 

For the full year, we made an upward revision to net sales, operating income, and ordinary 
income in light of the situation up to 3Q. Although we forecasted an ordinary loss previously, 
we now expect to be in the black. 
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Please turn to page four. This is the P&L results up to 3Q. 

Cumulative net sales up to 3Q were JPY563 billion. The operating loss was JPY0.7 billion. 
The ordinary loss was JPY3.8 billion. Net income attributable to owners of parent was 
JPY0.5 billion. 

As I stated earlier, we posted a decline in sales and income compared to last year on each 
reportable income or loss items, including net sales. 

On the other hand, please see the column that says b’. This is the result for the three-
month period from October to December in 3Q. We posted operating income of JPY2.6 
billion and ordinary income of JPY2.2 billion, indicating that income has turned positive. 
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Next, please turn to page five. This is the analysis of changes in net sales. 

Net sales fell by JPY113.1 billion YoY. This was mainly due to the impact of foreign exchange, 
which lowered sales by JPY13.5 billion. This includes the impact of BRL. Due to converting 
local currency at the Brazil base into JPY, there was a negative impact of slightly over JPY8 
billion. There was also a negative impact from the USD of around JPY2.5 billion and from 
CNY of around JPY1.4 billion. 

The change in scope of consolidation also had an impact of the amount shown here. This 
includes the impact of the transfer of the Copper Tube Business and the transfer of the 
Heavy Magnet Wire Business. 

The impact of real change was negative JPY76.9 billion, but this includes the negative 
impact from COVID-19 of JPY90 billion. Thus, if that is excluded, then the impact of real 
change was positive JPY13.1 billion. This reflects improvements in North American fiber 
cables, digital coherents, domestic renewable energy and underground power cables, and 
functional products for data centers. 

The impact of COVID-19 for 3Q alone was negative JPY10 billion, which is a significantly 
smaller amount than up to 2Q. 
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Next, please turn to page six. This is the analysis of changes in operating income. 

Operating income fell JPY16 billion YoY. As was the case for net sales, foreign exchange 
was affected by BRL, which accounted for negative JPY0.7 billion when converted to JPY. 
As for depreciation and amortization, we are investing in communications solutions, 
automotive products, power cables, and so on. The increase in depreciation and 
amortization expenses are related to those investments. 

Regarding R&D expenses, we have continued to invest in advanced technologies for the 
future, aimed at creating future technologies and creating markets. However, due to an 
increased efficiency thanks to remote tools and a reexamination of priorities subsequent to 
changes in the social situation under the pandemic, R&D expenses had a positive YoY 
impact of JPY1.1 billion.  

Regarding the impact of change in scope of consolidation, the content is the same as 
explained for net sales. 

Real change had a negative impact of JPY11.8 billion, but the negative impact of COVID-
19 was JPY18 billion. If this is excluded, then the impact of real change would be positive 
JPY6.2 billion. As was the case for the factor behind net sales, there was a positive impact 
from North American fiber cables, digital coherents, power cables, and functional products 
for data centers. In addition to that, this figure incorporates the improvement in the break-
even point due to cost reduction and fixed cost reduction. 
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As was the case for net sales, the impact of COVID-19 in 3Q alone was negative JPY2 billion, 
indicating that the impact is becoming smaller. 

 

 

Next, this slide describes the revision of the full-year forecast for FY2020. 

The content is the same as what I stated at the beginning regarding operating income and 
ordinary income. We have left our forecast unchanged for net income attributable to owners 
of the Parent. We retained the forecast in consideration of income taxes and net income 
attributable to non-controlling interests. 

Non-controlling interests include Furukawa Battery and Totoku Electric, which are both 
non-controlling interests in which the other party controls the capital. This part is subtracted 
before net income. Please be aware that this impact is included. 
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Next, please turn to page eight. This is the information by segment on the revision of the 
full-year operating income forecast. 

We revised down the forecast for Infrastructure. On the other hand, we revised up the 
forecast for Electronics & Automotive Systems and Functional Products. I will go over the 
details when covering the information for each segment. 
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Next, this slide describes the progress of the emergency management responses. This is 
the same information as we have posted before. The cumulative effect up to Q3 has been 
JPY7.9 billion. As of Q1, we expected an annual impact of JPY9 billion. As of Q3, we 
increased that estimate to JPY10 billion. Currently, we expect an impact of JPY10.5 billion. 
At present, we are making steady progress in line with the plan or exceeding the plan.  
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Next, on page 11, we show the breakdown of net sales and operating income by segment. 
I will go over the details for each business on the following pages. 
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Please turn to page 13. This is the status of the Communications Solutions segment. 

For the cumulative period up to Q3, net sales were down JPY8.3 billion YoY. Operating 
income was down JPY1.8 billion. To give an overall picture of net sales, if we look at the 
foreign exchange impact on fiber cables, the impact of the weaker BRL was slightly over 
JPY8 billion, as I stated earlier. If this impact were excluded, then in actual terms, net sales 
increased. 

In addition, there was an impact from delayed domestic construction and restraints on 
capital investment due to COVID-19. As a result, domestic network-related products and 
industrial lasers continue to be sluggish. 

As for operating income, demand for optical fiber cables in North America is strong and is 
returning to the same level as last year. Digital coherent-related products are also growing. 
However, the situation is tough for fiber optic cables, especially in Asia, due to the price 
declines. While domestic networks and industrial lasers are as explained for net sales, 
special fibers mainly for non-communication applications such as medical and industrial 
applications have also seen a drop in demand due to the impact of COVID-19, and the 
negative impact of this is starting to appear from 3Q. 

Another factor is the increase in depreciation costs. As I explained on the page with the 
waterfall chart, there was an impact from the weaker BRL. 
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For the full-year, we have made a downward revision of JPY1 billion to operating income. 
We have included three factors here, and the impact of them is about one-third each. At 
the bottom, it says, “decrease demand in devices for amplifiers by new construction 
slowdown due to COVID-19.” This is referring to the construction work for communication 
system facilities in North America. Due to the stagnation caused by COVID-19, there has 
been a slight impact showing up in the stoppage in amplifier demand. 

 

Next, please turn to page 14. This is the supplementary information for Communications 
Solutions. 

This is the trend for production capacity and shipment volume of North American optical 
fiber cable that we have been showing from before. There was an impact from the holiday 
season from the latter half of November to December and some impact from COVID-19, 
but results have already come out for January. The January results have returned to the 
October level. 

We plan to make further improvements to this level after February. Please be aware that 
progress is being made in line with the plan at Q2. 

An additional topic is the start of operations at the new plant for FTTH solution products in 
South America from this January. This plant is operated by Furukawa Electric LatAm, which 
is based in Brazil. We plan to leverage these products to differentiate our offerings and 
expand sales in the next fiscal year. 
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Next, please see page 15. This is the Energy Infrastructure Business. 

Net sales fell by JPY10.4 billion YoY, while operating income decreased by JPY2.2 billion 
YoY. Net sales have increased YoY for domestic renewable energy-related projects and 
underground cable projects in Japan and overseas. This has also resulted in an increase in 
income. 

On the other hand, there have been significant negative impacts from industrial cables 
caused by harsh conditions in domestic construction, electric appliance, and railroad 
markets and from Chinese electric power cables due to construction delays in China caused 
by COVID-19. 

As for operating income, progress has been steady for power cables and domestic-related 
projects, as with sales. On the other hand, due to the impact of reduced sales, income 
declines for industrial cables and power cables in China. 

As I have been stating since the first quarter, there has been an increase in temporary 
expenses subsequent to the adoption of new materials, which is a special factor for the 
current period. These expenses have been a negative factor. 

For the full year, we revised down the forecast by JPY1 billion, given income decline factors 
for the cumulative 3Q period that has grown more protracted than anticipated. 
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Next, please see page 17. This is the Automotive Products & Batteries Business. 

Due to the very large impact from COVID-19 up until 2Q, the business saw a sharp sales 
decline for cumulative 3Q, but it has posted a significant improvement since 3Q. In 4Q, the 
Business is showing a stronger-than-anticipated recovery. For the full year, we revised up 
the forecast for net sales by JPY5 billion and for operating income by JPY2 billion.  

Meanwhile, semiconductor shortages have led to production cuts, and container freight 
charges have surged. Although these factors present some concern, we think the impact 
on the current fiscal year will be limited. 
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Next, please turn to page 18. This is the supplementary information for the Automotive 
Products & Batteries Business. 

We received a lot of inquiries pointing out that it is difficult to understand the recovery 
status since 2Q, because of the impact of the delayed reporting timing of many overseas 
subsidiaries in the Automotive Products & Batteries Business that have adopted a fiscal 
year ending December. We created an image of results adjusted for this delay in reporting 
timing, so I would like you to take a look. 

The graph on the left side shows the figures on a disclosure basis. If you look at this, the 
figures don’t appear that large for improvements since the second quarter, but if you look 
at the graph adjusted for the reporting timing on the right side, you can see that the 
improvement has rapidly accelerated since 2Q. You can confirm that business performance 
is rebounding. 
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Next, please see page 19. This is the Electronics Component Materials Business. 

In cumulative Q3, net sales were down JPY59.5 billion YoY and operating income was down 
JPY2.4 billion YoY. Regarding net sales, automobile-related demand and construction and 
electric appliance–related demand fell sharply due to the impact of COVID-19. In particular, 
sales dropped sharply until 2Q and this impacted negatively. 

Out of the results for net sales, there was a negative impact of JPY22.7 billion due to the 
exclusion of Copper Tubes and Heavy Magnet Wire from the scope of consolidation. This 
also had a negative impact of JPY0.7 billion on operating income. However, automotive and 
electronics-related demand has mainly been recovering since Q3. If you look at Q3 alone, 
the operating line has returned to the black. 

For the full year, we revised up our forecast for net sales by JPY20 billion and for operating 
income by JPY0.5 billion assuming that this trend will continue from 3Q onward. 
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Please turn to page 20. This is the Functional Products segment. 

This is the cumulative result up to Q3. Net sales were down JPY4.1 billion YoY, while 
operating profit was down JPY1.7 billion YoY. There has been a full-fledged recovery related 
to data centers since the fourth quarter of FY19. Demand continued to remain robust over 
the fiscal year. Both sales and income have exceeded the year-earlier level. 

On the other hand, functional plastic products have been impacted by delays in domestic 
private works due to COVID-19. Sales declined for semiconductor manufacturing tapes due 
to the impact of sluggish demand for smartphones in the first half and customer inventory 
adjustments. Also, demand for copper foil used in automotive batteries has declined. 
However, as is the case for other segments, the demand for copper foil used in batteries 
has been recovering since Q3. 

For the full year, we revise up the forecast for net sales by JPY5 billion and for operating 
income by JPY0.5 billion. The positive factors include the continuation of the situation 
explained earlier. In addition, we expect a positive impact from the recovery in special wires 
related to automobiles and electronics and ongoing robust demand related to data centers. 
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Next, please see page 21 for the balance sheet. 

Net assets increased by JPY15 billion compared to the end of the previous fiscal year. This 
breaks down as an increase in cash and deposits of slightly more than JPY20 billion from 
the standpoint of securing liquidity on hand. We have also increased inventories to make 
sure we have the sufficient level of inventories ahead of the Chinese New Year and in view 
of products related to projects expected in the future and the recovery in automotive 
demand. However, we plan to reduce inventories in 4Q. 

Non-current assets have decreased. This is reflective of progress made in capital 
investments being more than offset by the impact of transferring the Copper Tubes and 
Heavy Magnet Wire Businesses. 

Although we haven’t written this here, net assets include accumulated other comprehensive 
income, which increased by JPY4.2 billion due to a recovery in securities valuation owing 
to higher share prices. 

Please also look at the NET D/E ratio at the very bottom. NET interest-bearing debt 
increased by JPY16 billion. We are currently in a sales recovery phase. Thus, please be 
aware that this JPY16 billion is partly due to the increase in working capital. 
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On page 22 is our annual forecast for capital investment, depreciation, and R&D expenses. 

We have not made any changes regarding our forecast. However, regarding capital 
investment, we are proceeding with cost reduction at the implementation stage and re-
examining the investment while observing demand trends and operating conditions. In 
reality, we are proceeding to keep capital investment at a level lower than the figure of 
JPY47 billion. 
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The last page is directed at FY2021. 

In FY2021, we are aiming to strengthen our business structure and prepare for the 
medium-term plan from FY2022 to FY2025. We will definitely implement them to become 
a “powerful company.” As for the priority measures for FY2021, we will proceed with 
management that emphasizes capital efficiency even more by promoting the generation of 
cash flow, construction of a business foundation, and creation of new businesses. 

Regarding the situation by segment, we anticipate an increase in operating income in all 
segments in FY2021. 

As for the premise for each segment, in Communication Solutions, we will continue to 
strengthen the cost competitiveness of optical fiber cables. Furthermore, we will firmly 
capture demand related to regional digitalization investment and data center market in 
North America. In addition, the market for industrial lasers will recover. We also expect 
demand related to broadband will recover. We aim to improve the Communication Solutions 
Business by providing products to meet this market demand. 

In the Energy Infrastructure Business, demand for underground cable in Japan and 
submarine cable including for renewable energy projects remains strong. We will steadily 
capture such projects. We are also making progress in investments and activities to 
improve productivity. By doing so, we will continue activities to increase sales, improve 
production efficiency, and increase profits. 
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Regarding industrial cables, it is difficult to expect improvement in market conditions. On 
the other hand, our aluminum CV cables are starting to gain traction. The number of cases 
where we receive feedback from customers or receive orders is increasing considerably. By 
replacing the CV cable used in copper with aluminum, we will steadily increase our market 
share and increase volume to turn the business profitable. 

Regarding the Automotive Products & Batteries Business, sales will recover to the pre–
COVID-19 level in the next fiscal year. The new models of wire harnesses will be launched 
sequentially from this March, and we will improve the ratio of aluminum. On the other hand, 
there are concerns about the impact of reduced automobile production due to 
semiconductors shortages. I will continue to pay close attention to this. 

Regarding the Electronics Component Materials Business, the basic part is to firmly capture 
the demand arising from the recovery in the automobile and electronics markets. In 
addition, we will continue our basic policy of expanding sales of high value-added products. 

Regarding the Functional Products segment, demand for 5G, data centers, and mobile 
devices is extremely strong. We will firmly capture this demand. Although there are 
concerns about trade friction, we will continue to improve operating income from the next 
fiscal year onward by steadily responding to the growing market. 

This concludes my presentation. 

 


