
 

 

 

 

 

 

 

 

  

UACJ Corporation 
Q2 Financial Results Briefing for the Fiscal Year Ending March 2022 

 

November 4, 2021 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
1 

 

Event Summary 

 

[Company Name]  UACJ Corporation 

 

[Company ID]   5741-QCODE 

 

[Event Language]  JPN 

 

[Event Type]   Earnings Announcement 

 

[Event Name] Q2 Financial Results Briefing for the Fiscal Year Ending March 2022 

 

[Fiscal Period]   FY2021 Q2 

 

[Date]    November 4, 2021 

 

[Number of Pages]  41 

  

[Time]    18:30 – 19:36 

(Total: 66 minutes, Presentation: 35 minutes, Q&A: 31 minutes) 

 

[Venue]   Webcast 

  

[Venue Size]    

 

[Participants]    

 

[Number of Speakers]  6 

Miyuki Ishihara   Representative Director and President 

Teruo Kawashima  Director, Member of the Board, Managing 

Executive Officer 

    Shinji Tanaka   Executive Officer, Corporate Strategic 

Restructuring Executive Officer 

    Jyoji Kumamoto  General Manager of the Corporate Planning 

Office 

    Haruhiro Iida   Accounting Manager 

    Kouzo Okada   Manager of IR and Finance Department 

 

[Analyst Names]*  Atsushi Yamaguchi  SMBC Nikko Securities Inc. 

    Yu Shirakawa   Morgan Stanley MUFG Securities Co., Ltd. 

    Yuji Matsumoto  Nomura Securities Co., Ltd. 

    Shinichiro Ozaki  Daiwa Securities Co. Ltd. 

    Harunobu Goroh  UBS Securities Japan Co., Ltd. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
2 

 

 
  *Analysts that SCRIPTS Asia was able to identify from the audio who spoke during Q&A. 

  



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
3 

 

Presentation 

 

Okada: All participants, thank you very much for waiting. 

Thank you very much for taking time out of your busy schedule to participate in the financial results briefing 
for Q2 of FY2021 of UACJ Corporation today. 

This conference call will be conducted using the briefing materials available on the UACJ Corporation 
website. If you do not have the materials at hand, please visit our website. 

 

Although this presentation may contain forward-looking statements, such statements are based on our 
current expectations only. Please note that actual results may differ materially from these future projections 
due to a variety of factors. 

I would like to introduce our attendees for today. 

Miyuki Ishihara, Representative Director and President. 

Ishihara: This is Ishihara. Thank you. 

Okada: Teruo Kawashima, Director, Member of the Board, Managing Executive Officer. 

Kawashima: This is Kawashima. Thank you for joining us today. 
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Okada: Shinji Tanaka, Executive Officer, Corporate Strategic Restructuring Executive Officer. 

Tanaka: I am Tanaka. Thank you. 

Okada: Jyoji Kumamoto, General Manager of the Corporate Planning Office. 

Kumamoto: I am Kumamoto. Thank you for your support in advance. 

Okada: Haruo Iida, Accounting Manager. 

Iida: I am Iida. Thank you. 

Okada: I am Kouzo Okada, Manager of IR and Finance Department, who will serve as the moderator today. 
Thank you. 

Ishihara, Representative Director and President, will now explain the business results for Q2 of FY2021 and 
the full-year business forecast announced today. Please join us while viewing the presentation materials. 

President Ishihara, please go ahead. 

Ishihara: Good evening, everyone. This is Ishihara, President of UACJ Corporation. Thank you very much for 
taking time out of your busy schedules to participate in our financial results briefing for H1 of FY2021. This 
time, I will be presenting the financial results remotely. Today, I would like to explain our business results for 
H1 of FY2021, the progress of our structural reforms, our full-year business forecast for FY2021, and our 
sustainability initiatives. 

There will be a Q&A session after the presentation. I would like to take as many questions as time permits, 
so thank you in advance. 

Let me begin by explaining the results for H1 of FY2021, which is the number 1 of the agenda. 

In addition to disruptions in the supply chain, such as shortages of semiconductors or soaring raw material 
prices, there are a number of risks at hand, including the re-expansion of COVID-19 in Southeast Asia. In 
such an uncertain environment, we have been implementing structural reforms at the best time for us, and 
although we still have a way to go, I believe that we have been steadily improving our ability to respond to 
change and our earning power. 

The results of these efforts are reflected in our financial results, so please listen carefully. 
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I will now begin with a summary of our business results for H1 of FY2021. 

Due to the improved performance of the domestic business, the contribution of UATH and TAA, as well as a 
favorable turnaround in the inventory impact, ordinary income was JPY25.8 billion, a significant increase 
from the negative JPY2.6 billion recorded in the same period last year. 

The main reason for the increase in profit was an improvement in domestic business performance. This 
includes the recovery from the COVID-19 impact. In addition, there was an improvement in the performance 
of UATH in Thailand, and a continued upturn in the performance of TAA in North America. In addition, there 
was an improvement in the impact of inventories. 
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I will now explain the figures for H1 of the fiscal year, which are summarized on page 4. 

As for the comparison of business performance between H1 of FY2020 and H1 of FY2021, net sales 
increased by JPY100.4 billion YoY to JPY365 billion, boosted by overseas sales of can stock and strong 
demand mainly from the domestic automotive industry. Operating income increased by JPY31 billion to 
JPY29.9 billion, and ordinary income increased by JPY28.4 billion to JPY25.8 billion YoY. 

The factors for increase are the same as in the summary, so I will skip them. 

Ordinary income before the effect of inventory valuation, increased by JPY12.7 billion from the same period 
last year to JPY13.2 billion. Net income attributable to shareholders of the parent company increased by 
JPY22.4 billion to JPY17.3 billion YoY. Adjusted EBITDA also increased to JPY32.7 billion. 
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Net sales and operating income by segment are shown on page 5. 

I will skip the explanation on the movement of flat-rolled products here, as it will be shown in the overall 
report. 

In this section, we will explain about precision-machined components and related business.  

Due to the application of the new revenue recognition standards, although net sales decreased YoY, 
operating income increased YoY, mainly due to the recovery of demand in the automotive sector. 
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Page 6 summarizes the sales volume of flat-rolled products by type. 

In H1 of FY2021, there was an increase in a wide range of fields, mainly in overseas can stock and domestic 
automotive materials, resulting in a YoY increase of 113,000 tons. 

With regard to the [inaudible] type and can stock, there is no major change in the demand from staying 
home in the COVID-19 pandemic. In the long term, we do not expect any major changes in domestic 
demand, but we assume that the trend of excessive demand will continue on a global scale. 

In automotive materials, there has been a recovery in production mainly by major customers, and in thick 
plates, demand for semiconductor manufacturing equipment has been very strong. 
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Page 7 shows the change in consolidated ordinary profit and loss from H1 of FY2020 to H1 of FY2021. 

This time, the breakdown is shown at both ends: the breakdown for H1 of FY2020, negative 26, and the 
breakdown for H1 of FY2021, positive 258. The pink area represents the amount of the effect of inventories. 
The part of the profit and loss on competence is shown in purple, which looks a little bit black. Starting from 
the negative JPY2.6 billion, the inventory valuation increased by JPY15.7 billion, and the profit and loss on 
competence increased by JPY12.7 billion. 

As shown here, the breakdown of the profit and loss on competence is as follows: UATH’s performance 
improved by JPY1 billion, TAA’s performance improved by JPY2.4 billion, sales-related differences increased 
by JPY5.7 billion, and utilization ratio, including cost improvements, improved by JPY3.8 billion, . 

Overall result was JPY25.8 billion. The portion of the profit and loss on competence is JPY13.2 billion. 
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Next, moving on to page 8, I would like to explain a little bit about the asset impact of inventory, which I 
mentioned earlier, to deepen your understanding. 

In the past, there have been cases where [inaudible] was disjointed, such as in inventory relations and 
inventory valuation. From the result settlement this time, we have unified them as the effects of inventory 
assets. Kawashima, who is in charge of the result settlement, will explain the details later, so I will not go 
into it here. 
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Moving on to page 9, I would like to explain the relationship between the inventory impact and the market 
price of aluminum bullion. 

In this graph, the vertical axis is the amount of inventory impact. The horizontal axis is the period. It shows 
how much the inventory impact has been over the period from the inception of the UACJ in 2014 to the 
present. What we can decipher from this graph is that the inventory impact has a large positive or negative 
profit and loss impact in the quarter, but on the other hand, the long-term profit and loss impact is almost 
flat as the positive and negative impacts cancel each other out. 

In addition, due to the nature of our business model, the risk of bullion price fluctuations can be largely 
passed on to the price, except for some [inaudible] prices, and the [inaudible] risk of aluminum bullion price 
fluctuations is negligible in the long run. 
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Moving onto page 10. This is a consolidated balance sheet. 

Cash and deposits have been maintained at the level of the end of the previous fiscal year. Notes and 
accounts receivable-trade and inventories increased due to higher prices for aluminum bullion. On the other 
hand, interest-bearing debt decreased by a total of JPY8.7 billion due to a decrease in short-term and long-
term loans payable. Shareholders’ equity also increased by JPY16.5 billion. 
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Page 11 summarizes the statement of cash flows on a consolidated basis. 

As for operating cash flow, income before income taxes and minority interests was JPY25.4 billion, 
depreciation and amortization was JPY16.8 billion, and an increase in working capital due to a recovery in 
sales or a rise in bullion prices resulted in a decrease of JPY29.7 billion. As a result, operating cash flow was 
positive JPY12.5 billion. Excluding investment cash flow, free cash flow was positive by JPY1.7 billion, as 
shown in the bar graph in the middle, maintaining the same positive cash flow as in H1 of FY2020. As for the 
balance of interest-bearing debt, we reduced interest-bearing debt by JPY8.8 billion while maintaining the 
level of savings at the end of the previous fiscal year. The balance of interest-bearing debt at the end of H1 
of FY2021 is JPY327 billion. 

As the price of aluminum bullion remains high, working capital is increasing. The balance of interest-bearing 
debt at the end of FY2021 has been revised from the previous forecast of JPY310 billion. The amount is 
expected to be approximately JPY325 billion. 
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From page 12 onward, we will explain each of our business base. 

First, starting with the situation in UATH in Thailand, in addition to can materials, sales of automotive heat 
insulation materials and air conditioner fin materials have increased significantly due to an increased 
demand of their end products. The monthly production is 27,000 tons. The sales figures are comparable. 
The percentage of [inaudible] is over 70%. Demand in the region, especially in Southeast Asia, is still at 
about 30%. 

Here is a map to help you understand how we are expanding overseas. North and South America is 33%, and 
other regions are as shown here. In other words, 70% of our business is overseas. 

In terms of demand trends, demand for can stock continued to be strong. It is particularly robust in the 
market mainly in North America. In addition, demand for automotive heat insulation materials and air 
conditioner fin materials have been also strong. As a result, sales have been [inaudible] as well. 

However, the cost of shipping by sea is currently very high. While we continue to negotiate to pass the cost 
on to our customers, [inaudible], we will put in place a system to recover the cost as soon as possible. 
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Next, this is TAA in North America. In order to capture the very strong demand for can stock in North 
America, we have established a relationship with 3 bases in Japan, Thailand, and Southeast Asia to export to 
the US. By capturing such strong demand for can stock in North America, we have been able to increase 
profits and sales. 

 Sales are about 42,000 [inaudible]. The production capacity is 450,000 tons per year, and the new cold 
rolling mill is currently in full operation. 

As for the market trend, can manufacturers use our can stock, but their capacity is already full being unable 
to keep up to supply. Therefore, as shown on the left, the capacity of major can manufacturers’ facilities is 
expanding. The demand for can in North America is approximately 92 billion, and in September alone, they 
have decided to invest in the facility for the additional production of 10 billion cans. It is predicted that in 
2024, the additional production will be up to 30 billion cans. 

In this situation, North America continues to import empty cans from overseas to fill the shortage, and UBCs 
derived from empty cans appear in the scrap market. This continues to be a good situation for us, as it 
pushes scrap prices down. 
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Next, on page 14, is the automotive parts business. 

In North America, UACJ Automotive Whitehall Industries, Inc. mainly produces bumpers, but in addition to 
an increase in orders for aluminum structural members for EVs, new mass-produced products will start 
selling in Q4. In North America, demand is recovering from the production cutback caused by COVID-19, and 
we are receiving many requests from OEMs and emerging EV manufacturers to increase production. In 
response to this, we are expanding our production system. 

Our new plant in Arizona is ready for operation and we are just waiting for our customers to start up their 
production facilities. In the future, we will see a steady start-up of our automotive parts business, including 
the manufacture of bumpers for Japanese OEMs from the Latin American region. 
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Now, I would like to talk about the second item, the progress of structural reform. 

As shown in the chart on page 16, each of the measures is largely on track. The consolidation of some 
production bases has been delayed due to the effects of the COVID-19 pandemic on automobile materials. 
This progress is shown in figures on page 17. 
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When the 2019 performance is set at 100 in the index, we will bring it down to 90 in 2022. At that time, we 
were planning to reduce the number to 92 in H1 of 2021, but the current status is 94. Our efforts to lower 
the break-even point are described on the right. Partly due to the impact of the COVID-19 pandemic on 
automotive materials, and partly due to a delay in the customer’s [inaudible], the consolidation of 
operations at the Fukui Works has been partially delayed, and operations at the Nagoya Works are 
continuing. This is a little bit of a delay, though. 

Through additional measures, we are determined to achieve our target break-even point by 2022. 

Due to the impact of COVID-19 pandemic, structural reforms [inaudible] and the market environment are 
not necessarily in line, but we believe that the automotive business will definitely change to aluminum. We 
will continue our efforts to lower the break-even point as planned. 

As a result, the Company is changing to a corporate structure that is less susceptible to the environment. 
We will continue our efforts to improve our earning power. 
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On page 18, we announced the effect of structural reforms of JPY21 billion, and we said that we were on 
track to reach JPY18.5 billion as of May 2021. Currently, our latest forecast sees us achieving JPY21 billion as 
planned. The revision of rolling margins for plates in general, and additional measures to further reduce 
manufacturing costs have lowered the break-even point and led us to be on the track to achieve the initial 
target of JPY21 billion. 
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On page 19 is a graph showing the progress of structural reform effects. 

As I mentioned earlier, we are determined to achieve our target of JPY21 billion in 2022, and I am happy to 
report that we are on track to do so. 
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I would now like to talk about the outlook for the full year, starting on page 21. 

As for the full-year earnings forecast for FY2021, TAA’s earnings are expected to increase and domestic 
business earnings are expected to improve, including the effects of structural reforms. In addition, there is a 
positive inventory impact due to the rising price of aluminum bullion. 

On the other hand, we are still looking at risks such as the re-expansion of the COVID-19 pandemic globally, 
[inaudible] in the supply chain, and the impact of semiconductor shortages, et cetera, and we have revised 
our full-year forecast while factoring in a certain amount of these risks. 

We estimated net sales at JPY750 billion, operating profit at JPY50 billion, ordinary profit at JPY40 billion, 
and profit attributable to owners of parent at JPY20 billion. 
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On page 22 is the future outlook for flat-rolled products, which you can refer to later. 
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On page 23, the change from the forecast as of August 2021, from JPY25 billion to JPY40 billion, is shown in 
a waterfall. The way to look at it is the same as before, with the impact of inventory and the profit and loss 
on competence shown separately. 

As you can see, we are now in a situation where we can expect an increase in profit of JPY7.6 billion even on 
a merit basis. Some of these figures include the expected increase in the unit price of energy. 
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Page 24 shows the sales volume of each type of flat-rolled products in comparison with FY2020 and FY2021. 
A large increase is expected mainly in can stocks. While overall demand in Japan is expected to remain flat, 
sales volume of can stock in UATH in Thailand and TAA in North America is expected to increase. 
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If you look at page 25, you will see a waterfall of changes in consolidated ordinary income and loss, from 
JPY6 billion in FY2020 to JPY40 billion, a forecast in FY2021. In the same way here, we look at the inventory 
impact and the loss and profit on competence separately. 

As you can see in the breakdown of the latest forecast on the far right, the profit and loss on competence of 
JPY21 billion is expected to exceed the effect of inventory asset of JPY19 billion, resulting in the overall 
estimate of JPY40 billion.  
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Page 26 shows our approach in the latest forecast for capital investment and depreciation, but this is almost 
as planned, so I will skip it. 
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On page 27, you will find an explanation of shareholder returns and dividends. 

In accordance with the upward revision of the full-year earnings forecast this time, the annual dividend 
forecast has been revised upward by JPY45 from the initial JPY40 to JPY85. In order to enhance our stock 
value, we will continue to engage in dialogue with the capital markets, along with securing reliable profits 
and cash flows. 
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Page 28 summarizes the major changes in various external environments and our response to them. 

Fluctuations in the external environment, such as shortages of semiconductors, fragmentation of the supply 
chain in Southeast Asia, and the risk of procurement and rising prices of additive metals. More recently, risks 
related to the procurement of magnesium, metal silicon, and other materials have arisen. To be more 
specific here, we have already procured all of these additive metals to be used in FY2021. We will continue 
to work on optimizing selling prices and saving materials. We will make every effort to ensure stable 
operations. 

The expansion of demand for beverage cans in North America is 1 of the risks and opportunities, but we see 
this as an opportunity for us. Consideration of various measures is [inaudible]. 
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Lastly, in the area of sustainability initiatives, on page 30 is the so-called Scope 3 section of our VISION 2030 
plan to reduce CO2 emissions by 2030. This is the recycling of raw materials. We share the direction we are 
aiming for with Yamaichi Metal Corp., and have agreed with them to collaborate in the processing of UBC, 
Used Beverage Can, in recycling. 

In the future, through this collaboration, domestic aluminum cans will again be manufactured and shipped 
as aluminum coils. We will take the lead in establishing closed-loop recycling and aim to contribute to the 
reduction of CO2 emissions. As you can see in the picture on the upper right of page 30, we will work to 
become the heart of the circular economy for aluminum products. 

We will connect the can stock to the automobile material, or develop this recycling system for other 
materials. As a first step, we will start with beverage cans. 
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On page 31, you will find an explanation of the installation of solar power generation systems at Rayong 
Works at UATH in Thailand. This is 1 of our efforts to reduce CO2 emissions. 
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Page 32 shows that we expressed our support for the TCFD recommendations to further strengthen our 
response to climate change. An initiative to incorporate climate change-related risks into management 
strategies by the Japanese government and the Ministry of the Environment was adopted, and our company 
has been selected as 1 of the companies to take this initiative. 

This is all for my presentation. As I explained earlier, Kawashima will explain the amount of the impact of the 
inventory valuation. 

Kawashima: Then, as President said, Kawashima will [inaudible]. We have made 1 page for explanation. As 
for the impact of inventory, there are 2 factors. 

First, as a point 1, we calculate the cost using the average method. This impact and Japan, [inaudible] as you 
know, aluminum [inaudible] products are all reflected [inaudible] in the price of bullion, but there is a 
[inaudible] time difference. These 2 in the form of inventory impact [inaudible]. 

As you know, for the year 2021, [inaudible] is very high. [Inaudible], what is happening is described in point 
1, which is a material cost by average method. The customer uses the moving average method, and the 
average is [inaudible], which means that the inventory carried forward and the inventory purchased in the 
current period are all mixed together, and the material cost is incorporated in [inaudible]. 

What is described here is that inventory purchases during the period are [inaudible], so on this basis, the 
amount of [inaudible] is determined, but for cost accounting purposes, [inaudible] during the period. On the 
other hand, as shown on point 2, the change in the price of bullion [inaudible], although it can be passed on, 
there is inevitably a time lag. There is a difference of 3 months or 4 months, depending on the region. This 
will have a negative effect on the price of the product, because the price will rise later. 
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Point 1 and 2 are inversely proportional. As for the [inaudible], we will consider that the impact of the 
[inaudible] inventory of point 1 and point 2 will be 19 billion, as the president mentioned earlier. 

I was just trying to help you understand 1 more time [inaudible]. 

That’s all. 

Okada: That is all for the presentation from the Company. 
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Question & Answer 

 

Okada: We will now take your questions. 

Now, let me introduce the first questioner. 

Mr. Yamaguchi from SMBC Nikko Securities Inc., please ask your questions. 

Yamaguchi: Please tell me 2 points. I think it’s easy to answer. 

The first question, as I always ask, is what are the sales, operating income, and ordinary income of TAA, 
UATH, and Whitehall for the full year? This is the first question. 

Company Representative: TAA’s annual sales are about JPY240 billion, operating income is JPY23.7 billion, 
and ordinary income is JPY21.2 billion. Then, UATH has sales of [inaudible] billion, operating income of 
JPY7.6 billion, and ordinary income of JPY3.1 billion. For Whitehall, we are forecasting annual sales of JPY24 
billion, operating income of negative JPY800 million, and ordinary income of JPY1.1 billion. 

Yamaguchi: Operating income is negative JPY800 million? 

Company Representative: That’s right. Negative [inaudible]. 

Yamaguchi: I understand. I am fine with the first question.  

As for the second question, the capacity of rolling mills is being increased one after another in North 
America, such as at Kaiser Aluminum, [inaudible], Novelis, et cetera. On the list of the future risks discussed 
earlier, it says that it may become the opportunity loss, although this has not been decided yet. Would it be 
possible to expand in the form of Brownfield? 

Or, for example, if we say expansion, will it be like Greenfield this time, because there is no more space? In 
the case of Greenfield, I think it cost about JPY100 billion in the case of UATH. Based on this, how will you do 
it? For example, is it possible to expand the capacity with minor changes in the form of Brownfield?  

Including these points, can you give us some tips on the capacity of TAA? 

Ishihara: Ishihara will answer this question. As I mentioned earlier, there are some parts that are [inaudible] 
missing. I think this is the whole bottleneck [inaudible], when we do business in North America, [inaudible], 
Brownfield rather than Greenfield, [inaudible], and therefore, new capacity building [inaudible]. 

Yamaguchi: I understand very well. Thirdly, this fiscal year, the so-called profit before inventory is growing 
very fast, but does this include 1-time gains, such as a temporary increase in the spread? Or is it safe to say 
that this profit is the result of the fact that you are becoming truly capable? This is my last question. 

Ishihara: This is Ishihara, but I believe that [inaudible] is gaining power. 

Yamaguchi: Congratulations. Thank you very much. 

Okada: Thank you for your question. 

The next question is from Mr. Shirakawa, Morgan Stanley MUFG Securities Co., Ltd. Please go ahead. 
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Shirakawa: This is Shirakawa from Morgan Stanley Securities. 

Okada: Thank you. 

Shirakawa: Before I ask a question, I would just like to confirm something about the UATH. For UATH, net 
sales is 1,470, but I didn’t hear the operating income and ordinary income. Could you tell me 1 more time? 

Company Representative: Operating income is JPY7.6 billion. Then, ordinary income is JPY3.1 billion. 

Shirakawa: JPY3.1 billion, yes. I understand. I’m sorry. Thank you very much. 

Then, I would like to ask you 3 questions briefly. 

The first point is that TAA in North America seems to have increased its profit considerably from Q1 to Q2, 
but what is the background behind this increase? Please tell us what contributed to the increase.  

Also, this time, you have raised the forecast for TAA considerably from the initial forecast. I think you may 
provide the answer in the question about Q1 and Q2, but could you tell us what is strong and what was the 
factor that triggered the upward revision?  

The second question is about page 18. I believe you have reviewed the structural reform this time. Could 
you tell me the background behind this?  

In particular, I believe that the optimal production system in Japan and the improvement of the product mix, 
which are listed on the second, have been revised upward significantly in the latest forecast. On the other 
hand, in your explanation, you mentioned that due to the impact of the COVID-19, the progress of the CALP 
in Fukui was somewhat delayed. Therefore, I guess there are many positives and negatives. Could you tell 
me the background for each item? 

The third and final point is that you mentioned about the increase in the cost of secondary materials, such 
as silicon metal and magnesium. How much of an impact will this have? On the other hand, I don’t think 
there is any [inaudible] in the area of price transfer, but I would like to know if it will be done properly. 

Those are my 3 questions. Thank you. 

Company Representative: Regarding TAA’s [inaudible]. 

Company Representative: Now, I will [inaudible]. First, in North America, as in the past, there is a strong 
demand for [inaudible], and we are unable to produce enough. Contributed factor was the raw materials as 
well as the good demand. As this is [inaudible], the initial [inaudible] has a very positive effect. 

On the other hand, a slight negative factor is that although the demand in the US is also [inaudible], truck 
transportation is a bit slow, so [inaudible] goods cannot be sent. This is a slight negative factor although this 
will be bit [inaudible].  

However, please understand that the biggest thing is to [inaudible] get the cheapest raw materials possible. 

That’s all. 

Company Representative: Then, structural reform [inaudible]. 

Tanaka: Now, Tanaka will explain the structural reform of [inaudible]. 
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You can find the details on page 18 of the document. The main area where we have reviewed or 
accumulated additional measures this time is the domestic [inaudible]. As stated there, we reviewed the 
areas of optimal production system and improvement of product mix, and increase [inaudible]. It includes 
the review of product mix in order to shift to products with a high rate of return. Alternatively, the price of 
rolling margins for flat-rolled products [inaudible], etc., is a major contributor. 

In addition to that, [inaudible] these things are particularly significant [inaudible] in the area of optimal 
production system and product mix improvement. On the other hand, there is a slight negative impact from 
the consolidation of production bases, which is related to automobile materials as mentioned earlier. These 
factors contributed slightly negatively. In addition, the optimal production system listed below and the 
consolidation of production bases [inaudible] have become negative. 

Company Representative: [inaudible] I will refrain from giving you the exact amount, but [inaudible] that’s 
all. 

Is everything okay? 

Shirakawa: I’m sorry, I didn’t hear the last part about the secondary raw materials. 

Company Representative: I said I can’t tell you the secondary raw material in [inaudible] monetary terms. 
However, [inaudible]. 

That’s all. 

Shirakawa: I see. Thank you very much. 

Okada: Thank you for your question. 

The next question is from Mr. Matsumoto, Nomura Securities Co., Ltd. Please go ahead. 

Matsumoto: This is Matsumoto from Nomura Securities Co., Ltd. 

Okada: Thank you. 

Matsumoto: The first point is that Mr. Kawashima mentioned earlier that you were able to get good 
conditions for so-called inexpensive raw materials from the US, but I wonder how sustainable this is. For 
example, if the aluminum bullion goes down, will it still continue rather well because there will be enough of 
what was brought in by [inaudible]? Please give me some ideas. This is my first question. 

Secondly, for the upward revisions for Japan on page 23, there is the sales-related difference of JPY1.3 
billion and the improvement in utilization ratio of JPY2.2 billion. Could you tell me the breakdown of them if 
you have?  

That’s all. 

Company Representative: First point is about the cost of raw materials in TAA in North America, and it was 
the question to what I said to [inaudible]. This is because [inaudible] pushes the whole thing up. This is the 
first point.  

As for the second point, could Mr. Kawashima answer? 

Kawashima: As I mentioned earlier, we have revised upward [inaudible] our original forecast for the current 
fiscal year for sales and utilization ratio [inaudible]. As discussed earlier, there is a sales volume in the 
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previous page. Based on that, our initial forecast was [inaudible] than we expected. In line with that, the 
operation condition of the factory has been improving substantially. Therefore, we estimated utilization 
ratio and cost will be lower.  

Matsumoto: Thank you very much for your time. 

Okada: Thank you for your question. 

Next question is from Mr. Ozaki, Daiwa Securities Co. Ltd. Please go ahead. 

Ozaki: I’m Ozaki from Daiwa Securities. 

Okada: Thank you. 

Ozaki: I’m sorry, I didn’t catch the figures in your full-year plan earlier either, so I would like to confirm them. 
Is it correct, for TAA, sales are 2,400, operating income is 237, and ordinary income is 212? 

Company Representative: You are correct. 

Ozaki: Also, for Whitehall, is it correct that sales are 240, operating income is negative 6, and ordinary 
income is negative 19? 

Company Representative: That is 11. 

Ozaki: Ordinary income is negative 11, correct? 

 Company Representative: Yes. 

Ozaki: Thank you very much. 

I have 2 questions. First, it looks like you are planning for a decrease in ordinary income on a real basis, 
excluding inventory valuation effects, from H1 to H2. Could you tell me the background behind it? 

The second point is that there is a shortage of magnesium and silicon due to the power shortage in China, 
and although you mentioned that you are working on passing on the price, I wonder if you will be able to 
procure them in the next fiscal year or later. Is there any possibility that this could be a limiting factor for 
your company’s operations? Let me confirm this point. 

These 2 questions. 

Company Representative: Okay, let’s start with Kawashima. 

Kawashima: From H1 to H2 of the fiscal year, [inaudible], first, if you look at the inventory, other than 
[inaudible], we expect the volume to be almost flat from H1 to H2, [inaudible] raw materials. In addition, it is 
hard to say how much it is, but [inaudible] I mentioned earlier will rise slightly and we [inaudible] the figures. 
‘ 

Also, we expect that some of the [inaudible] will appear in H2 of the year, and compared to H1, H2 will see a 
slight drop in inventory. Although it is slightly [inaudible], that’s how I see it. 

Company Representative: You asked whether the shortage of magnesium and silicon is sustainable in areas 
other than price. Currently, the production of magnesium and silicon has been recovering. Magnesium has 
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already returned to more than 50% capacity utilization, so this overall depletion is unthinkable, including 
China’s domestic production. 

Therefore, although the long-term supply and demand of electricity will naturally come into play, I do not 
believe that we will be in a situation where our operations will be unstable. 

Ozaki: Thank you very much. As for the outlook for H2 of the year, although the volume will remain 
unchanged, you expect the cost of additional metal, raw materials, and fuel to increase. Is it correct to say 
that you are a little conservative in those areas? 

Company Representative: [Inaudible] If you look at energy, the price of crude oil is rising at the moment, so 
compared to H1 of the year, we expect the energy bill to go up [Inaudible]. We incorporate these factors 
into our estimate this time. Therefore, we believe that this is [Inaudible] compared to H1. 

Ozaki: I understand. Thank you very much. 

Goroh: This is Goroh of UBS Securities Japan Co., Ltd. Thank you. 

Regarding the price negotiations and efforts to improve margins, you explained that you would try to pass 
on the increase in unit price of energy, increase of transportation costs, and various other costs to price. For 
example, under the current structural changes, is there any room for structural changes in the price 
negotiation mechanism itself in order to cope with the risk that various costs will remain high, or that 
earnings will fluctuate greatly in a short period of time because of it? 

In the past, the system was based on the rolling margin, which is a mechanism to automatically pass on the 
metal price. Other than that, is there a possibility that base price negotiations could change in response to 
changes in market supply and demand in the future? For example, even if it is difficult in Japan, there are 
possibilities in Europe and the US, or in Asia where there is a possibility that the pressure on suppliers from 
China will ease. I am sure there is a difference in direction of negotiations depending on the region. Please 
let me know if there is such a possibility.  

This is my first question. 

Secondly, I’m sorry, but I’d like to confirm your explanation of the sales price difference. It says here price 
mix improved and domestic sales volume increased. Compared to the traditional forecast, domestic sales 
volume looks decreased slightly due to the factor related to automobile. Does this improvement in the 
product mix refer to the fact that can stock and automobiles are expected to decrease, while thick plates are 
expected to increase? 

I would appreciate an explanation of the product mix around here. 

That’s all. 

Ishihara: This is Ishihara. As for the product mix, in addition to what Mr. Goroh mentioned, it includes, for 
example, increased sales of foil materials due to the demand for batteries. Also, our precision-machined 
components related to automobile have not yet become profitable, but on a stand-alone basis, they are 
starting to generate profits in some regions and for some customers, so that will be another factor in the 
turnaround. 

Your question was whether a new method of determining the base price, or something like that, in addition 
to the so-called rolling margin concept, could be considered. I think you are talking about a system for each 
region, such as Southeast Asia and North America. 
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In Japan, at least, more than 1/2 of our customers are currently receiving bullion [inaudible]. We will sell it 
with a rolling margin on top. Some of them, like the additional metal I mentioned earlier, are outside the 
[inaudible] fare. 

For some customers, it’s [inaudible], so it’s in the inside. Therefore, we will continue to try to keep it out as 
much as possible and let the customer [inaudible] for the part that varies. The customers who are selling 
from Southeast Asia and Thailand to North America are very global customers, and they are very 
understanding about such additions. Therefore, the base [inaudible] will be included in the pricing system, 
and this will be negotiated with the customers and individual companies. This will not be [inaudible] overall, 
but we believe that it will be advanced.  

In North America, that is quite advanced, and I don’t think there is any need to change that at this time. 

Goroh: Thank you. In the midst of various structural changes on the supply side triggered by the reduction 
of CO2 emission, in the steel industry for example, the news about Nittetsu’s price negotiations with Toyota 
was recently reported. Therefore, I asked the question to see if there are any changes in response to such 
structural reforms.  

Thank you very much. That’s all. 

Ishihara: I am Ishihara, and I would like to add something to Mr. Goroh’s question. 

Goroh: Thank you. Yes, please. 

Ishihara: [inaudible] in light of environmental issues, I think it will become more and more necessary for us 
to use recycled products instead of so-called aluminum bullion. Under the circumstances, the question is 
how much of CO2 emission reduction can be brought back to aluminum as a result of CO2 emission 
constraint performed at the stage of choosing and using aluminum. For example, in automobiles, aluminum 
is used to reduce fuel consumption. Or, use aluminum to improve driving stability and extend the life of the 
car. The question is, how can we get the CO2 emission reductions from this part back into the aluminum 
material or aluminum parts? 

I think that not only the price, but also how to build up the so-called CO2 emission reduction credits is the 
most important measure for the aluminum business in the future. We would like to realize making CO2 
emission as credit with [inaudible] this time as the next step. 

I think this would be essential for the aluminum business. 

Goroh: I understand very well. Thank you very much. 

Okada: Was it okay, Mr. Goroh?  

Goroh: Yes, Thank you.  

Okada: Thank you very much. We are almost at the end of our scheduled time, but if you have any 
questions, please let us know. 

As there are no further questions, I would like to conclude the question and answer session. For any further 
inquiries, please contact the Investor Relations Department. 

This concludes the financial results briefing for Q2 of FY2021 of UACJ Corporation. 
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Thank you very much for today. We would like to ask for your continued support and encouragement to our 
company. 

Thank you very much for taking time out of your busy schedules to join us today. 

Company Representative: Thank you. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. This document has been translated by SCRIPTS Asia.  
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