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Fukunaga: Hello, I'm Fukunaga. Thank you for your participation today. I will now explain FY2020 financial 
results. 

It is divided into 2 parts. I will explain both of them. 

First, please look at the page 3. This is the highlights of the FY2020 financial statements. 

The middle part of the table at the bottom shows the results of the FY2020. Net sales of JPY811.6 billion, 
operating income of JPY8.4 billion, ordinary income of JPY5.2 billion, and net income attributable to the parent 
company of JPY10.0 billion. Compared to the previous year, sales and profits decreased in general due to the 
impact of the stagnation of economic activities caused by the COVID-19. 

However, the Company returned to operating profitability in Q3, and in Q4 the Infrastructure, Electronics & 
Automotive Systems, and Functional Products segments posted higher profits than in the previous year. 

In terms of net income, although there was decrease in profit and loss in equity method affiliates and the 
extraordinary loss, we posted extraordinary gain, resulting in net income of JPY10.0 billion. 

Compared to the previous forecast, operating income and profit and loss in equity method affiliates have 
increased, and extraordinary gain has also increased, resulting in an increase in net income attributable to 
owners of the parent company of JPY7.0 billion. 

As you can see on the bottom-right, we continued to reduce the strategic shareholdings in FY2020. 
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Please see page 5. 

This is the Effect of The Emergency Management Responses Implemented in FY2020. When we explained this 
at the beginning of the year, we expected the effect to be JPY9 billion, but in the end, the result was JPY11.7 
billion. This result is the reason for the upward revision. 

Next page, please. 
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On page 6, I would like to talk about the Initiatives of the Transformation Division. 

The Transformation Division has been implementing various improvement activities and initiatives for the 
past 2 years. As we continue to strengthen our organizational capabilities to fully execute and strengthen our 
business and monozukuri (manufacturing) activities, we have been able to achieve a YoY increase of JPY5.1 
billion in FY2019 and JPY4.5 billion in FY2020. 

In FY2020, the pie chart on the right shows a relative decrease in sales expansion-related items due to the 
decline in sales, but the effect of cost reduction contributed to the decrease. 
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Next page. This is a Full-Year Forecast for FY2021. 

In FY2021, we expect both sales and profits to increase, and operating income to be almost at the same level 
as before the COVID-19 disaster. Net sales were JPY880 billion, operating income was JPY26 billion, ordinary 
income was JPY24 billion, and net income attributable to the parent company was JPY12 billion.  

Net sales, profit and loss each at level; sales and profit increased. 

Net sales increased in the Infrastructure, Electronics & Automotive Systems, and Functional Products 
segments.  However, there was an increase of JPY53.8 billion due to the rise in copper prices, while there was 
a decrease of JPY50.2 billion due to changes in accounting standards and revenue recognition standards. 

Although depreciation and other fixed costs increased, operating income increased in the Infrastructure, 
Electronics & Automotive Systems, and Functional Products segments after incorporating the cost of 
manufacturing reductions. 

In terms of net income attributable to the parent company, operating income and profit and loss in equity 
method affiliates are expected to increase, but due to a decrease in extraordinary gain, net income 
attributable to owners of the parent company is expected to be JPY12 billion. 
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Page 8 shows the status of CAPEX, Depreciation & Amortization and R&D Expenses. We are strengthening our 
efforts to increase business profits and strengthen the response for creating businesses that solve the social 
issues based on an awareness of the SDGs. 

In terms of CAPEX, we have been focusing on securing profits by responding to new orders and strengthening 
the foundation for stable manufacturing, given that sales would decrease, and profits would be difficult due 
to the impact of the COVID-19. 

In terms of research and development expenses, we are focusing on new products, technologies, and 
manufacturing methods that will lead to increased profits in the medium- to long-term. 

As for the figures, the result for FY2020 was JPY40 billion in CAPEX, which was originally planned to be JPY47 
billion. 

The level of JPY40 billion was set to maintain financial discipline in order to carefully examine orders, reduce 
costs, and eventually examine and scrutinize the timing of investments. 

With regard to depreciation, in the context of increasing investment, depreciation expenses are increasing, as 
they are approaching the amount of CAPEX. 

Research and development expenses are JPY20.2 billion, and research expenses for creating new businesses 
for the next generation, 5G, CASE, renewable energy, and other new businesses are continuing as they are 
and, in fact, are increasing. 

In addition, we are trying to improve the efficiency and linkage of research. The result of our efforts to reduce 
costs is in FY2021, we expect CAPEX of JPY45 billion and R&D of JPY22 billion, which is on par with fiscal FY2019. 
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Page 9 shows the Management Indicators. 

As a result of the decrease in profit in FY2020, the indicators of profit and capital efficiency have declined, but 
our financial structure has been steadily improving. 

The capital adequacy ratio and NET debt-to-equity ratio have both improved. As a result, our credit rating was 
upgraded from B to A in FY2021. 

As for free cash flow, it was negative JPY2.4 billion. We had said that we would provide JPY10 to JPY15 billion 
between FY2018 and FY2020. We were able to meet this target with JPY21.9 billion. 

In FY2021, we will continue to improve our financial structure even more. We will continue to invest in the 
growth of our business earnings, but we will manage our working capital appropriately. We expect to generate 
positive free cash flow as we promote management that emphasizes capital efficiency. 
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Page 10 is Shareholder Returns. The dividend for FY2020 will be JPY60 per share, an increase of JPY5 from the 
previous JPY55 per share based on the business results for the year. 

Our basic policy is to strike a balance between investment, new business development, improvement of 
financial position, and shareholder return, while aiming for management that emphasizes capital efficiency. 
In such a situation, we have decided to pay a stable dividend of JPY60. For FY2021, we expect to pay a dividend 
of JPY60 per share to maintain a stable dividend. 
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Now, let me go on to talk about the details of the financial results for FY2020. This is a summary of P&L. The 
actual figures for FY2020 are as I explained earlier. 

As you can see the figures of Q4 sales and profits have increased compared to the previous year. 

In terms of operating income and below, P&L loss in equity method affiliates deteriorated considerably from 
the previous year. This was due to the fact that UACJ's business here had a large negative impact, or that the 
optical cable subsidiary in China had a negative impact. That's the effect. 

As I mentioned earlier, we were able to secure a triple-digit net profit of JPY10 billion through extraordinary 
income, income taxes, and other factors.  
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Page 13 is the waterfall chart of sales. 

In the current fiscal year, FY2020, we have seen a significant decrease in revenue by JPY102.8 billion, from 
JPY914.4 billion to JPY811.6 billion. This includes a JPY13.5 billion increase in unprocessed metals, a negative 
impact from foreign exchange, and a negative impact from changes in the scope of consolidation. The change 
in the scope of consolidation is due to the impact of copper tubes and magnet wire. 

Excluding these effects, the actual change is minus JPY68.9 billion. However, the impact of COVID-19 is 
estimated to be negative JPY90 billion, which is about JPY20 billion. On the other hand, this is a real plus. 

As for the content of the report, although the situation in the field of Communications Solutions was severe, 
fiber cables in North America, the volume is increasing. 

Also, sales of products related to FITEL are increasing as new products are being launched. The Automotive 
Products  is also beginning to see the effects of increased production. 

As for Functional Products, growth in sales for data centers has led to an increase in sales. 
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Page 14 is a factor of increase and decrease in operating income. The real fluctuation, excluding special factors, 
was minus JPY9.7 billion. 

However, we estimate that the impact of COVID-19 will be approximately JPY18 billion. In this report, it is said 
that the impact of the COVID-19 added about JPY8 billion. 

This is partly due to the effects of the activities of the Transformation Division and the activities of the 
Emergency Response Team to curb expenses, and partly due to the effects of increased sales as I mentioned 
earlier. As a result, operating income was JPY8.4 billion. 
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The following pages provide detailed information on Sales and Operating Income by Segment. 

On page 15, the results for Communications Solutions And Energy Infrastructure, both of which are slightly 
higher than the previous forecast. In terms of YoY comparisons, all of the effects continue to be similar to 
those seen through 3 quarters. 

However, if we look at the previous forecast, positive factors have emerged more than expected, and the 
negative factors have been covered. 
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Page 16 is about Electronics & Automotive Systems, Functional Products, and Service Development. 
Compared to the previous forecast, the result was almost the same or slightly higher than expected. 

In terms of YoY comparisons, the same situation continued throughout the fiscal year as in the case of 
Infrastructure. The negative impact of H1 of the fiscal year was still significant. 

I would like to add one more point. Compared to the previous forecast, sales in the Services and Development 
segment were down significantly. On the other hand, consolidated eliminations have increased compared to 
the previous forecast. This is because there was a slight change in the content, and I hope you can understand 
the impact of the revision in Q4 of this fiscal year. 
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Next is the summarized B/S on page 17. 

The balance sheet shows an increase of JPY37.4 billion in total assets and an increase of JPY18.6 billion in net 
assets. 

Cash and deposits have been reduced compared to the beginning of the year, but from the perspective of 
liquidity on hand, we have secured a slightly larger amount at the end of this fiscal year. 

In terms of inventories, we naturally had a balance of projects and construction projects for the future. 

In addition we secured of adequate inventories in line with the recovery in automobile-related demand and 
there was the rise in copper prices. Then, inventories were increased by JPY5 billion. The actual number of 
rotations has been improving. 

Tangible fixed assets decreased by JPY3.3 billion and NET interest-bearing debt increased by JPY9.5 billion. 
The NET debt-to-equity ratio was 0.8, which is actually below 0.8 at 0.79. 

The capital adequacy ratio improved by 1 point to 31.2%. The free cash flow is as I mentioned earlier. 
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Page 18 shows CAPEX, Depreciation and Amortization, and Research And Development Expenses. 

Since most of this information is the same as what I mentioned at the beginning, I would like to talk about the 
comparison between the planned and actual figures for the period from FY2018 to FY2020. The planned 
amount was JPY140 billion, and the capital investment was JPY143.1 billion, which was almost in line with the 
plan. 

As for R&D expenses, we have JPY70 billion planned and JPY63 billion actual. As I mentioned, we have been 
increasing the amount of research related to new businesses since FY2018. We plan to increase and 
strengthen the number of research projects in fiscal 2021 and beyond, but we will also review research 
themes in areas related to projects. 

The situation in the world has been moved by Covid-19 and post-Covid-19. That's what we have been 
reviewing. As a result, the actual number of R&D expenses was reduced from the original plan by improving 
efficiency such as the promotion of remote work and the use of simulation and digital technology. 
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Page 20 is the Full-Year Forecast for FY2021. 

As for the full-year forecast for FY2021, the figures are as I mentioned at the beginning of this report. In terms 
of profit and loss in equity method affiliates, the major positive factor is the recovery of UACJ, which was 
significantly negative in FY2020. 

As for extraordinary profit and loss, as I mentioned at the beginning of this report, we have not included any 
major extraordinary profit at this time. On the other hand, we have included a minus JPY3.5 billion figure to 
factor in a certain amount of special loss risk. As a result, we are forecasting net income attributable to owners 
of the parent company to be JPY12.0 billion. 

As a special note, the price of copper has been rising recently. The copper price is expected to exceed JPY1,000, 
and we have set our forecast at JPY1,000 for copper price. The exchange rate is set at JPY105, which is about 
the same as the previous year. 
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Page 21, factors for increase/decrease in net sales, compared to the previous year. 

The positive effect of the change in prices for unprocessed metals is due to the increase in copper prices, as I 
mentioned earlier. On the other hand, there was a negative JPY50.2 billion due to the impact of the new 
accounting standards. As a result, the real fluctuation will be positive JPY74.2 billion, and the forecast for 
FY2021 is JPY880 billion. 
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Page 22 shows analysis of increase/decrease in operating income. 

The total amount is expected to be JPY8.4 billion in FY 2020 to JPY26 billion in FY 2021. In terms of fixed costs, 
there will be an increase in depreciation and R&D costs. On the other hand, the real fluctuation is JPY24.8 
billion, of which about 70% is due to the increase in sales, and the rest is due to the increase in fixed costs 
such as personnel expenses. 

In such a situation, we will reduce costs, change the product mix, and of course, even though fixed costs will 
increase, we will firmly control costs, and the remaining approximately JPY7.5 billion is expected to produce 
results in terms of figures. The overall feeling is that the amount of JPY26 billion is based on the expectation 
that we will produce solid results. 
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On page 23 is Sales and Operating Income by Segment. This is the trend since FY2019. 

I will explain the details on the individual pages, but as a reference material, I have included the sales figures 
under the old accounting standards. 

With the change in accounting standards this time, sales appear to have decreased considerably, but if you 
look at them under the old standards for FY2021, they are JPY930.2 billion, an increase of JPY118.6 billion 
from the previous year. 

Despite the impact of copper prices and other factors, sales are expected to increase compared to FY2019. As 
for the change from the old accounting standards to the new accounting standards, we hope that you will 
recognize that the impact on operating income will be negligible. 
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Next is the FY2021 forecast for Communication Solutions on page 25. 

The increase in net sales is JPY16.7 billion, but the increase is JPY18.2 billion under the old accounting 
standards. Operating income will improve by JPY4.7 billion. 

We will steadily capture the demand for optical fiber cables in this demand environment by improving the 
productivity of cables in North America. Although customer capital investment has been depressed due to the 
impact of COVID-19, domestic network-related products and industrial lasers will gradually return. This 
forecast is based on the assumption that the economy will return to a certain level in H2 of the year. 

We are working hard to capture such demand. On the other hand, there is an increase in depreciation 
expenses. 

The focus points will remain unchanged. Enhance the cost competitiveness of optical fibers and cables, 
differentiate products, and expand the product line for data centers. 

We will also develop next-generation products and expand the solutions business that we are running in Brazil. 
Of course, there are also medium- and long-term projects. In addition, sales and profits are increasing steadily 
in Central and South America, so I believe that this will contribute to the positive effects in the next fiscal year.  
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Page 26 shows the status of fiber optic cables in North America. Since the beginning of the year or since last 
year, we have been struggling with our production capacity. 

In December of Q3 we were not able to make sufficient shipments due to seasonal factors, but in Q4 the 
situation improved quite steadily. Under such circumstances, the shipment volume of optical fibers in the Q4 
from January to March increased by more than 20% compared to the Q3. 

Furthermore, in the next fiscal year, the government of North America will promote productivity improvement 
through the RDOF stimulus package, which has already been partially effective since this fiscal year. the 
Company aims to increase fiber shipment volume by more than 20% per year by increasing production volume 
and reducing costs. 

I would also like to add one more point. I have already explained the impact of COVID-19 and the fact that we 
struggled last year. However, in the US, vaccination is progressing quite well, and the situation in terms of 
infection risk is becoming much safer. In this context, we are now in a situation where we can proceed with 
employee education and training, and I believe that we are in a secure situation in terms of improving 
production capacity in the future. 
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On page 27 is the Energy Infrastructure. 

An increase of JPY4.1 billion in sales, or an increase of JPY10.8 billion under the old accounting standards. 
Operating income improved by JPY2.9 billion. 

The first is the inclusion of domestic and overseas underground line projects and domestic renewable-energy-
related policies, which we have been working on for some time. In addition to this, there are 3 more. In FY2020, 
the impact was very negative and significant. 

Evaluation costs associated with the adoption of new materials were completed in FY2020. There will not be 
any in FY2021. Our subsidiary in China experienced delays in customer work due to the effects of COVID-19, 
but this has been resolved. The fiscal year ends in December and the results are available from January to 
March. 

In this context, we are starting to see that we are making steady improvements. The market for industrial 
power cable and power cable accessories also fell due to the impact of COVID-19. We were not able to 
respond sufficiently to this situation, which was a negative factor, but we will try to make improvements by 
expanding sales of functional products and anticipating the effects of cost reductions. 

With the elimination of such negative factors, we expect to see an improvement in earnings of about JPY2.5 
billion. 

In addition to this, we will add JPY2.9 billion by expanding domestic and overseas underground cables, 
projects related renewable energy, and other such items. We are now in a situation where we can see a JPY1 
billion increase to some extent, so we will proceed with these 3 measures. 

The focus points will remain unchanged. We will continue to expand our manufacturing capacity and increase 
our construction capacity. In the area of industrial power cable, aluminum CV cables have been highly 
evaluated, and we will continue to expand them. We are also trying to extend the functional power cable  in 
general. 
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Next is Automotive Products and Batteries on page 28. 

Net sales increased by JPY24.9 billion, an increase of JPY29.3 billion under the old accounting standards, and 
an increase of JPY7 billion in operating income.  

The automobile market is recovering steadily, and we will continue to increase sales in this market. In addition, 
we will start delivering harnesses for global car models, so that we can reap the benefits of our investment in 
increased production. 

On the other hand, we have been investing in projects for which we have received orders. In such a situation, 
there is an increase in depreciation expenses. There are concerns about the increase in transportation costs 
and the impact of customers' production cutbacks due to the current semiconductor shortage.  

Although this is not clearly visible, we have factored in a certain level of risk in our sales and operating income 
because we believe it is a risk that needs to be anticipated. 

In terms of focus points, the supply chain has been affected by the COVID-19 disaster and caused major 
problems. In such a situation, we have been working to strengthen the global supply chain in the sense of 
making it possible to respond to the needs of multiple locations. 

For wire harnesses for the North American market, we have established a system to increase production in 
Asia, and we will continue to expand this system in the future. We are also making steady progress in the use 
of aluminum. 

The Perimeter Monitoring Radar has been developed for new applications, not only in the automotive industry, 
but also in new fields such as agricultural machinery, construction machinery, and traffic infrastructure. In 
terms of electric vehicles, the high-performance BSS is also a contributing product. 

In addition, in terms of carbon neutrality, we are also promoting efforts toward carbon neutrality in areas 
such as the conversion to EVs, weight reduction, and the use of renewable energy in terms of manufacturing.  
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Page 29, Electronics Component Materials. 

An increase of JPY22 billion in net sales or increase of JPY50.2 billion under the old accounting standards. 
Operating income is expected to be positive JPY1.1 billion. This is related to in-vehicle electronics.  

In FY2020, the impact of COVID-19, especially in H1 of the year, was very bad, but we will work to capture 
steady demand as demand recovers. The benefits of investing in increased production of nickel-titanium alloys 
will be also realized. In FY2021, we are expecting these 2 effects. 

The focus will be on expanding sales of oxygen-free copper strips and heat dissipation materials. The other 
thing we need to do is to develop the original alloy, as I have already mentioned. 5G, servers, data centers, 
and expanding sales of magnet wires. We are steadily incorporating nickel and titanium into our business for 
medical devices. 
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Page 30, Functional Products. 

Last but not least, increased by JPY300 million. Under the old accounting standards the increase was JPY9.3 
billion. Operating income was up JPY2.7 billion, mainly due to semiconductor manufacturing tapes and heat 
dissipation products. This is about capturing the booming demand for semiconductors and data center-related 
products. 

In the copper foil business, we struggled in some areas in FY2020. However, the recovery of our Taiwan base 
is progressing smoothly. Naturally, there are products in which sales are increasing. In the field of high value-
added products, or high frequency, we expect to increase those products that are profitable in FY2021. 

We will also continue to expand sales of disaster prevention and skill-free products. 

The focus will be on the 5G, data center, and renewable energy markets. This is also the same as what we 
have traditionally focused on. We will continue to develop new applications and markets for existing products 
as well. 

In the midst of further increases in data traffic as the market is changing very rapidly, and we need to establish 
a development, manufacturing, and sales system that can respond quickly and flexibly. In this context, we 
have recently released a press release about our plant in the Philippines, and we will firmly establish a system 
here to capture the demand for data centers. 
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Page 31. In FY2021, we will make it a year to strengthen our business structure and make sure that the 
preparations for the FY2025 medium-term business plan are carried out. Although our medium-term plan has 
been delayed by 1 year to start in FY2022, we will in effect be making good preparations for the next medium-
term plan. We will proceed firmly in the form of the zero year of the next medium-term management plan. 

We will continue to reform our business, launch new businesses, strengthen our business development, and 
reinforce management that emphasizes capital efficiency. We will be giving a presentation on medium-term 
management plan on May 26. That's all from me.  

 


