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Presentation 

 

Okada: Now, I would like to introduce our attendees for today. 

Miyuki Ishihara, Representative Director and President of UACJ Corporation. 

Ishihara: I am Ishihara. Thank you for joining us today. 

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

Kawashima: This is Kawashima. Thank you for joining us today. 

Okada: Shinji Tanaka, Executive Officer, Corporate Strategic Restructuring Executive Officer. 

Tanaka: My name is Tanaka. Thank you for joining us today. 

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

Kumamoto: I'm Kumamoto. Thank you for joining us today. 

Okada: Haruo Iida, Accounting Manager. 

Iida: My name is Iida. Thank you for joining us today. 

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

Mr. Kawashima will now explain the business results for 3Q of FY2021 and the full-year business forecast 
announced today. Please join us as we review the presentation materials. 

Director Kawashima, please start. 
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Kawashima: Now, I would like to explain the results of 3Q, the annual results, and sustainability. 

Please go to page three. This is the summary for 3Q. 

Ordinary income for the first nine months of the fiscal year was JPY36 billion, an increase of JPY36.6 billion 
over the same period of the previous year. 

Compared to the same period of the previous year, the volume of can materials in Thailand and the US 
increased significantly. In addition, the number of transportation services, especially automobiles, is 
increasing, which is a great improvement. 

The reason for the increase in profit is that our business performance in Japan has recovered significantly 
from the impact of the COVID-19. UATH, which I will mention about it later, has seen a huge increase in 
production. Then there is the TAA, and the impact of inventory. 

On the other hand, the negative factors for the decrease in profit are the increase in energy costs, which has 
been continuing since last year, and soaring logistics costs. 
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Please turn to page four for the results of 3Q. 

This is the result of 3Q. Consolidated net sales were JPY562.7 billion, an increase of JPY155.3 billion from the 
previous fiscal year. As for profits, the operating income was JPY42.8 billion [inaudible]. 

Consolidated ordinary income, JPY36 billion, an increase of JPY36.6 billion compared to the previous fiscal 
year. Of this amount, the impact of inventory was JPY20.4 billion for the current fiscal year, and this has 
increased to JPY23.3 billion. 

The final profit was JPY23.2 billion, a significant increase of JPY27.9 billion from the loss in the same period 
of the previous year. 

Sales revenue increased by JPY155.3 billion. Of this amount, about JPY105 billion was due to the increase in 
the price of aluminum ingots and the depreciation of the yen. In addition to that, the change in the sales 
volume mix is a factor of about JPY76 billion in revenue growth. 

On the other hand, the accounting standards and revenue recognition standards have been changed from 
this fiscal year, and due to the impact of this change, a total revenue is forecasted to be JPY155 billion due 
to a decrease of about JPY30 billion. 
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Please go to page five for the segment. 

It shows a sales decline and profit growth for precision-machined components and related business. The 
impact of the accounting standards mentioned earlier was mostly felt in the precision-machined 
components and related business. Because of this, at first glance, it looks a sales decline and profit growth, 
but in reality, profit increased. 
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Now please go to page six. 

This is the status of sales of Flat-rolled Products, which account for over 80% of our business. This is the total 
for Japan, Thailand, and the United States. 

The sales volume was 966,000 tons for three quarters, an increase of 153,000 tons compared to the same 
period of the previous year. 

As you can see underneath, 122,000 tons of that is for overseas markets, so there has been a significant 
increase in overseas markets. 

In terms of product items, of these 153,000 tons, 60% is canned material. Production has increased by half 
in Thailand and half in the United States. 

As for the market, a large part of the increase in sales in Thailand is for the US market, so the US can 
materials market is very active, and can materials sales be increasing mainly in the US market. 

Then there's automotive materials. Last year, COVID-19 had an impact in the first half. However, due to the 
impact of semiconductors and other factors, automakers' production has been a little weak, but compared 
to the previous fiscal year, it increased for 21,000 ton. 

The thick plates. This one has been very strong and has increased by 11,000 tons, for a total increase of 
153,000 tons through the last three quarters. 
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Please see page seven. This is a profit and loss analysis compared with the same period of the previous year. 

As I mentioned earlier, there was an improvement of JPY36.6 billion compared to the same period of the 
previous year. As you can see on the left side of the waterfall, of the JPY36.6 billion, JPY23.3 billion is the 
metal price lag. The remaining JPY13.3 billion is the actual profit. Of that JPY13.3 billion, UATH's 
performance was JPY2.4 billion. This includes JPY700 million in increased costs due to soaring logistics costs, 
but even after factoring that in, our profit and loss has improved by JPY2.4 billion. 

Then JPY900 million profit for TAA. The other big thing is domestic sales. This is a big increase, and with it 
comes an increase in capacity utilization ratio, sales-related, capacity utilization ration increased. 

On the other hand, the increase in energy costs resulted in a JPY1.2 billion decrease, resulting in a JPY36 
billion profit for the three quarters. 
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Page eight. This is an overview of the balance sheet. 

Total liabilities and net assets were JPY809.2 billion at the end of December 2021, an increase of JPY76.2 
billion YoY. As you can see in the box, there has been an increase in the price of aluminum ingots in the form 
of notes and accounts receivable-trade and inventories. Then there is the increase in sales volume, which is 
a big increase here. 

Changes in tangible and intangible fixed assets. Capital investment has decreased by JPY9.9 billion, but it 
was JPY15.4 billion for the last three quarters. 
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Page nine shows the status of cash flow. 

Interest-bearing debt has increased slightly, by about JPY2.3 billion, so this is a summary of what the 
situation is. 

On the left side of the page, we generated about JPY62 billion in retained earnings from income before 
income taxes and depreciation and amortization, but we also used about JPY58 billion in working capital due 
to the rising price of ingot, aluminum, and recently added metals. As a result, operating cash flow was 
increased by JPY3.6 billion. 

In addition, capital investment is JPY15.4 billion, so free cash flow is JPY11.8 billion. 

By adding other financial cash flow and then cash and cash equivalents, we ended up with decrease of 
JPY2.3 billion in interest-bearing debt. 

For borrowings in foreign currencies. This is the borrowing of overseas companies, which increased to JPY2.4 
billion due to the conversion difference caused by the weaker yen, so in effect, the figure was almost the 
same as the previous fiscal year. 

As you can see in the bar graph on the far right, we plan to reduce interest-bearing debt to JPY333 billion at 
the end of March 2022. 
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From page 10 onwards, we have created a brief page on the current status of our three overseas bases. 

First, please go to page 10. This is the situation with UATH in Thailand. 

As for UATH, the image on the left shows that 30% of its production is in Thailand, and the rest is exported 
from Thailand. They export to North and South America for about 33%, which is a quite big market. They are 
currently supplying a large portion of our products to the North American market, mainly can stocks. 

The bottom of this page shows some of the factors contributing to downward revision of full-year earnings 
such as the increase in energy bills. Then there is the rising cost of shipping. Recently, the cost of metal 
additives has risen, and the cost has gone up slightly. We are currently discussing with our customers to 
revise some of our contracts in terms of logistics costs and the risk of rising prices of additive metals.  

Sales volume was very strong in 3Q, and although it is not written here, 4Q has been also very good. 
Originally, the annual target for 2021 was 320,000 tons for the period from January to December, and we 
have achieved this goal. 
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Next is the TAA. 

This time, the demand situation for can stock in the US and Canada is written on the left. This figure is 
expected to increase by more than 4% every year from FY2025 to FY2030. As a result, the sales volume of 
TAA will also increase. 

Also, we are currently discussing with our partner, Novelis, about the investment in Logan Mill, which was 
released in January. 
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Please go to page 12. Whitehall, it is a parts business. 

The volume of EVs here is increasing, and we are getting very good inquiries at the moment. On the other 
hand, there is a shortage of semiconductors, and due to the effects of COVID-19, our customers' factories, 
including the plant in Whitehall, have been operating at a low level due to the presence of people who have 
come into close contact with infected people with COVID-19.  Because of this, the 3Q result has been quite 
tough. 

However, from 4Q, we will finally start mass production of the products we have already received orders for, 
and we will start to recover our investment in 4Q or next fiscal year. 
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Next, I would like to explain the progress of structural reform. Please go to pages 14 and 15. 

Page 14 shows the progress. 

As in the past, I will mention later about a slight delay of production base aggregation, but the situation has 
been affected by the delay in certification by our customer automakers. 
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The effects of structural reforms are summarized on page 15. 

As I mentioned in the previous briefing, we believe that we can cover the JPY21 billion target by adding up 
the shortfall due to the increase in transaction prices. 

Here are a few key points of what happened in the last three quarters. 

Please take a look at the "selectiveness and concentration" section. Originally, in January last year, we 
announced that we would close our Ayutthaya plant in Thailand. After a year of work, the liquidation of the 
plant was completed at the end of January as scheduled. 

For our subsidiary factory in Tianjin, China, we also made a joint venture with another company in China for 
an extrusion plant, and sold the shares to the other company, which was also completed at the end of 
December. This allowed us to implement some of the planned selectiveness and concentration. 

Construction of optimal production system as I mentioned earlier, we are ready to prepare a finishing line 
for automobiles in Fukui, but there is a slight delay due to the delay in certification by our customers.  
However, production here will be on schedule in the second half of 2022, so we expect to be able to carry 
out all the structural reforms as planned by the end of FY2022. 
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Next, on page 17 onwards, I will explain the outlook for the full year. 

Page 17 shows the forecast of profit and loss for the year. 

The red framed area indicates the current outlook. Net sales were JPY750 billion, unchanged from the end 
of November. Operating income also remains unchanged at JPY50 billion. The third item from the bottom, 
ordinary income, is JPY40 billion, which has not been changed, but the breakdown has changed. 

Ordinary income before metal price lag, changed from JPY21 billion to JPY18 billion. On the other hand, we 
have changed the metal price lag by the same amount, so we expect ordinary income to remain the same. 

As for the final profit, we have revised it from JPY20 billion to JPY23 billion. EBITDA is expected to be JPY63 
billion. 
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Please go to the next page. Page 18. 

This is the sales volume by products. If you look at the total, we had 1.33 million tons in November, and now 
we have 1.32 million, so there is a slight change in volume, but the total has not really changed. 

This time, we have not changed the consolidated ordinary income of JPY40 billion, but as I mentioned earlier, 
we have slightly changed the content. The metal price lag will increase a little bit, and in return, other areas 
will decrease. The details are on page 19. 
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The LME price, the price of bullion, was the first assumption we looked at. As of November, we saw it at 
USD2,600. Then, it was over USD3,000. In December, on the contrary, the price dropped once to USD2,500, 
but it has been rising again, so we have revised the price for 4Q based on USD2,900. As a result, we expect 
the metal price lag to increase by about JPY3 billion. 

On the other hand, TAA figure is expected to be a bit negative. The biggest reason for this was actually some 
equipment trouble at the Logan plant in November. We saw that production would not be possible due to 
this, and that it would decrease. 

However, canned stocks are very tight, and customers are asking for them, so we are thinking of moving the 
sales of the four quarters to 1Q of next year or later. So, you can expect a large part of the JPY2 billion 
deterioration to be shifted to 1Q of next year. 

In fact, the factory has been working very hard to solve the problems, so we are almost always able to 
produce products on schedule. However, sales to customers will be delayed until after April, so please think 
of it as a little bit of a mix-up between 4Q and 1Q.  

The other negative figure of JPY8 million is due to a considerable increase in the amount of metal additives, 
and the cost of those additives is reflected in the negative figure, so although the figure of JPY40 billion is 
unchanged, the contents are slightly different. 
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Then page 20. This is the movement compared to the same period of the previous year. 

The profit was JPY6 billion in FY2020, and it is JPY40 billion in FY2021 forecast, which is a profit increase of 
about JPY34 billion. Since this is the similar situation, which I won't go into too much. One thing, the energy 
cost became negative. We compensate for this with sales and utilization ratio. Compared to the previous 
fiscal year, metal price lag increased by JPY22.2 billion and actuals increased by JPY11.8 billion. 
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Page 21 shows the capital investment. 

The total for the first three quarters is JPY15.4 billion, and the total for the year is JPY29.8 billion. Looking at 
these figures, 4Q itself has a huge capital investment. However, we believe that some of them will be 
postponed until FY2022 or later. As a matter of fact, the plan for the annual forecast is JPY29.8 billion. 
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Page 22 shows the dividend. 

In May of last year, we originally announced an annual dividend of JPY40 per share, but we revised it to 
JPY85 per share in 2Q. We are planning to keep it that way. 
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Page 23. There are a number of risks and a variety of external factors at work, which I have summarized 
here. 

The first big one is the disruption in the supply chain due to the shortage of semiconductors, and that is in 
the automobile industry. As I mentioned earlier, both Japan and the US are affected by this, and the sales 
for this area is decreasing. Demand itself is strong, so I think this will shift to the next fiscal year and beyond. 

Then additive metals. The situation of magnesium was chaos, but we have products at hand at the moment. 
We are trying to procure as much as possible ahead of schedule, so we have about six months' worth of 
supplies in hand. 

However, the price has gone up considerably. We are now considering a price scheme that is linked to the 
market price and will be charged to the customer. We have already agreed with most of our major 
customers, and we believe that will affect the price revision from April. 

Logistics costs are also very high and costly. In the same way as for the metal additives mentioned earlier, 
we have asked our customers to agree on this as well. 

In addition, the spread of the COVID-19 infection has affected our customers and our company, both in 
Japan and overseas, in the form of infected people or people in close contact with infected people. This is 
not a problem because the BCP minimizes the impact of infection, so there is no major impact. 

Then there are the cans stock in North America, as I explained earlier. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
23 

 

 

Finally, I would like to report two points about our sustainability initiatives. 

Look at page 25. This is in response to TCFD. 

Last September, we expressed our support for TCFD's recommendations and joined the TCFD Consortium. 
After that, the Ministry of the Environment invited us to support the TCFD scenario analysis, and we applied 
for it, and were selected to analyze the TCFD scenario from October to January. 

It's finalized. A summary of the results will be posted on our website today at the same time as the 
announcement of the financial results. We are working on the 4°C scenario and the 1.5°C scenario by 
analyzing the opportunities and the risks. 

I will be thinking more about this TCFD in the future. 
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The last topic is on page 26. 

I've mentioned this several times, so I'm sure you remember it. In the form of closed-loop recycling initiative 
within UATH Thailand, we are promoting the horizontal recycling of UBC and can scrap within Thailand. 

We have signed a memorandum of understanding (MOU) regarding the promotion of this project. Based on 
this, we are planning to promote closed-loop recycling initiative within Thailand in the future. 

That's all I have to say. 
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Question & Answer 

 

Okada [M]: That is all the explanation we have for you. 

We will now take your questions. I will introduce the first questioner. Mr. Yamaguchi, SMBC Nikko Securities 
Inc. 

Yamaguchi [Q]: Thank you for all your presentation. As always, it would be great if you could tell us the full 
year sales, operating income, and ordinary income of the three overseas subsidiaries. 

Also, I don't think there were any segment forecasts for copper products and rolled aluminum products this 
time, but please let me know if there are any. This is the first question. 

Company Representative [M]: Mr. Iida, the Accounting Manager, will tell you about the full year forecast of 
overseas subsidiaries. 

Iida [A]: I will give you the figures for UATH, TAA, and UWH in the order of net sales, operating income, and 
ordinary income. 

First, UATH's full year forecast for the net sales is JPY140 billion, operating income is JPY9.4 billion, and 
ordinary income is JPY5.1 billion. For TAA, net sales is JPY22.57 billion, operating income is JPY24 billion, and 
ordinary income is JPY21.5 billion. For UWH, net sales is JPY24 billion, operating income is minus JPY1.5 
billion, ordinary income is minus JPY1.8 billion. That is all.  

Iida [A]: For the full year forecast by segment, please refer to page 28. 

Yamaguchi [Q]: I understand. Please explain the background, such as the fact that the current annual 
forecasts for overseas subsidiaries are off, or rather, sales are down, and profits are not down even though 
they are. This is the second question. 

Kawashima [A]: First of all, for Thailand, compared to last year, we are operating at full capacity this year, so 
sales have risen significantly. Then profits are rising along with production. However, as I mentioned earlier, 
there is an increase in the cost of marine transportation, added metals, etc., and this is offset by the cost of 
other factors. However, in terms of absolute figures, the impact of July has also been quite positive. That's 
where the profits are coming from. 

In the US, the sales volume of TAA has not deviated significantly because the capacity is almost full. Sales are 
up only because of the increase in the price of bullion. As for the profit and loss, as I mentioned earlier, 
there was a problem in 4Q, so the volume was reduced, resulting in a negative figure. 

In the US, it is land transportation that increases costs. Truck transportation costs have also risen, and in the 
case of the US, energy costs and metal additives are delayed by one year, so there may be some 
irregularities when looking at the fiscal year end, but basically, we are able to pass these costs on to our 
customers through the price index. Compared to the previous fiscal year, the current fiscal year has seen a 
large increase in profits due to higher bullion prices and the availability of cheap raw materials for various 
bullion. 

And last but not least, Whitehall. As I mentioned earlier, mass production of the products for which we have 
received orders will start in March this year, so in that sense, there has been no significant change 
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compared to last year. The volume is also increasing a bit, so sales are increasing, and profits are growing 
quite a bit along with it. 

On the other hand, there is a shortage of semiconductors, and due to COVID-19, business has been doing 
well, but due to the impact of a slight slowdown in operations by our customers, profits have not been as 
high as expected. However, the business itself is very strong, and we believe that we will be able to catch up 
in the next fiscal year and beyond. 

Yamaguchi [Q]: I'm sorry. I think I asked the wrong question, but if I'm not mistaken, the last time you gave 
us the interim results, the profit by each location, the sales went down for TAA, and I think this was probably 
due to the impact of the shipment, but the profit stayed the same. 

For UATH, sales drop, but profits increase. I think, for Whitehall, it is about costs and the impact of 
semiconductors in his explanation, but I wanted to ask what was behind the deviation in sales and profits of 
TAA and UATH from the previous forecast. 

Kawashima [A]: First of all, for UATH, the rise in profit is largely due to the metal price lag. As a result, 
profits have increased significantly compared to the previous fiscal year. 

Also, demand for TAA is very strong, but as I mentioned earlier, due to land transportation, we were not 
able to sell some of them, and some of them remain in stock. 

Yamaguchi [Q]: I understand. As for the last question, if you look at the financial results this time, for 
example, if you deduct the so-called “strong ordinary income,” it was JPY2.4 billion for 3Q, it was only JPY2.2 
billion for 4Q, and the total for the second half was JPY4.6 billion. As you mentioned earlier, even if you add 
back the TAA, which is JPY2 billion behind schedule, the figure would be JPY6.6 billion, and even if you 
double the figure at JPY6.6 billion, the figure would be JPY13 billion or JPY14 billion, which would not reach 
the JPY17.8 billion planned for this fiscal year. If things continue at this rate, it is likely that profits will 
decline considerably. There has been a lot of talk about raising prices, but how should we think about the 
outlook? 

Also, I think there is a possibility that something like the metal benefits of TAA may not be expected every 
year, so I would like to know how I should think about this area. 

This is the end of the question. 

Kawashima[A]: First of all, very roughly speaking, for the last 4Q, the Company has borne the entire cost 
increase, including the increase in the price of metal additives and the increase in the cost of energy. 

As I mentioned earlier, we have a contract in place now that requires customers to bear the burden, and this 
will take effect from April next year, so in that sense, this 4Q is tough, or 3Q and the second half of the year 
got too much burden. We believe that we will catch up on this amount in the next fiscal year and beyond. 

Also, if you look at just 4Q, since it is the end of the fiscal year, there will be various one-time expenses 
related to financing, so I don't think the amount for 4Q will necessarily multiple four. I hope you can see it 
that way. 

As for the overall demand for can stocks in the US, the situation is still very tight and strong, and this will not 
change. However, the contract is a multi-year contract, so what we are talking about now is a price increase 
after FY2024 or FY2025, so it's not going to raise prices in FY2022, so I think there will be a slight delay in 
that area. 
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It is the same situation for Thailand. We sold 320,000 tons this quarter. However, there are some cost 
increases, and as I mentioned earlier, we have discussed and agreed to have our customers bear some of 
the costs. From the new fiscal year, I think we can assume that the amount will decrease by that amount, so 
it will not necessarily be the base of figures that Mr. Yamaguchi said for this fiscal year. 

However, the cost of added metals and energy is still rising, so there will be efforts to help ourselves, and we 
will also have to change the composition of our production. 

Another thing is the effect of the structural reforms that we are promoting. This is also going up every year, 
so I think this will also come out next year. That's all. 

Yamaguchi [M]: I'm sorry it took so long. Thank you very much. Excuse me. 

Okada [M]: Thank you for your question. The next question is from Mr. Shirakawa of Morgan Stanley 
Securities. 

 

Shirakawa [Q]: This is Shirakawa from Morgan Stanley Securities. Thank you very much for your 
presentation today. I would like to ask you two questions as well. 

This is related to Mr. Yamaguchi's last question, but I think there are various cost increases this fiscal year, 
such as the cost of metal additives and the cost of energy. How much of a cost increase do you expect this 
fiscal year? When you say that it will be turned over from April next year, please tell us first how much you 
expect it to be turned over. This is the first point. 

Secondly, regarding UATH in Thailand, I think you have lowered your forecast for UATH by JPY200 million on 
a performance basis from the November forecast, so on a performance basis, I think you are looking at 
breaking-even for this fiscal year. 

Looking at the first, second, third, and fourth quarter, I think the plan is to generate a little profit in 1Q, 
followed by a little deficit, and then turn into a big profit in 4Q. I think your plan is to turn a large profit in 4Q. 
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As you can see on page 29, for example, the volume was 34,000 tons in December, which is a level you have 
never seen before, and I think it is having a positive effect. When you think about next year, I think you said 
that you can pass on some of the cost increase to the next year. I would like you to comment on how much 
you can expect in terms of sales volume. 

Also, please tell us about the background of turning black in 4Q. Please. 

Kawashima [A]: This is Kawashima. As for your first question, I understand the purpose of your question, 
but we haven't closed the financial year yet, and we haven't been able to analyze how much at this stage. So, 
if you ask me how much it is, it is very difficult for me to give you an answer here. 

However, the cost increase is due to energy costs, logistics costs, and the increase in the cost of metal 
additives in the second half of the fiscal year. We are working on asking the customer to bear some of the 
cost of this part so we can catch up on that. As for the amount, we are in the process of preparing the 
budget for FY2022 in preparation for the annual closing. I understand that you are very interested in next 
year's figures, but it is very difficult for me to give you detailed information here. 

Then, for UATH, 4Q. As you pointed out earlier, this is a very large sales volume. Think of it as a backdrop to 
the rise in profits. For the next fiscal year, we are producing 320,000 tons this fiscal year, but the market 
environment has not changed at all. Therefore, we are aiming to produce and sell 320,000 tons, plus more. 

In addition to this, there are energy costs, logistics costs, and added metals. For the current fiscal year, 
UATH is paying for all of the costs, but we are asking our customers to pay for these costs, and we are 
discussing and agreeing on a price scheme with them. I think that side is going to catch up. We apologize for 
the inconvenience, but we will be able to answer your questions when we announce our financial results in 
May, so please understand that this is just a summary at this stage. 

Shirakawa [Q]: Thank you very much. As a supplement to the first point, if you have any figures, please let 
us know how much such cost increases were in the first three quarters. 

Kawashima [A]: I'm sorry, I don't have it with me at the moment, so if I can find out anything about it today, 
I'll let you know. If I am not sure, our staff will contact you later. 

Shirakawa [M]: Thank you very much. That's all. 

Okada [M]: Thank you for your question. The next question comes from Mr. Goroh, UBS Securities Co. 

Goroh [Q]: This is Goroh from UBS Securities. Thank you for your presentation today. Now, I have two 
points. 

The first point is about the investment increase for Logan, which has started to be considered. I only have a 
rough idea, so I'm wondering what kind of time frame, scale, and impact there is. The first point is that I 
would like you to give us an outline of what you can tell us at this point. 

The second point also relates to the question that Mr. Shirakawa just asked. This time, you are revising the 
roll margins in all regions and, although this may be a separate issue, you are passing on the increased costs. 

In the past, it has taken a long time to revise the roll margin, and it has been difficult to see how much has 
been achieved in terms of analysis. This time, the tightness of supply and demand and the increase in costs 
will have an effect of a different magnitude than in the past, so it will be different from the usual price 
negotiations. I think it's about non-retirement, but about how much it can actually penetrate. 
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I feel that the market is still not convinced, but I would like to know more about the difference between the 
past and the current price negotiations, for example, how much penetration you are aiming for, or what 
kind of customers you have already implemented the price negotiations for. Please explain in more detail. 

Thank you very much for your cooperation. 

Kawashima [A]: First of all, we are currently discussing Logan's investment with Novelis. I can't give you a 
specific number at this stage. It has not been decided yet. 

However, we will start construction after we have agreed on the outline, so I think it will take four or five 
years for the first [inaudible] to come out. 

Looking at our business in the US, other companies are also increasing their capacity in response to the 
increase in can stocks. In this regard, we are working on a scheme to meet the shortage by 2026. 

We are now in talks to reach an agreement by this spring and to move forward with concrete plans. After 
that, nothing has been decided yet, so I can't talk about it here. I will talk to you again as soon as it is 
decided. 

Also, I was told about the price. The first big difference is that last year, we are asking our customers to pay 
the cost of the price increase for all products in Japan. The purpose was not to increase the cost, but to ask 
the company to bear this part of the cost so that we can respond to the environment in a sustainable 
manner. There was a roll margin increase. 

And now add to that, this is not an increase in the roll margin price, but an increase in the cost of the price. 
We have been discussing with them separately, asking them to bear part of the cost of energy and other 
things. 

The big thing is that it is still very tight, both domestically and overseas. We are in a situation where things 
are in short supply. Under these circumstances, our company's credibility in terms of safety and certainty of 
supply has been increasing, so please understand that we have gained a lot of understanding against this 
background. 

We believe that the actual numbers will be impacted next year, starting with FY2022 financial results. 

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

Ishihara [A]: This is Ishihara. If I may add, the revision of the roll margin is not a cost increase in the 
conventional manufacturing side, but a response to environmental changes, and we are trying to tackle 
research and development with a focus on recycling. 

We are going to ask for a revision of the roll margin to cover the cost of labor and investment in research 
and development. 

Although customers may not call it roll margins, they are working on price revisions with this objective in 
mind, and we are sure that we will be able to achieve our target figures in this area. We have set a target of 
25 or 30 for the next fiscal year, and I am confident that we will be able to achieve this goal. 

In addition, we are asking for a separate price revision for the current cost increase in manufacturing. So, 
there is a difference between the two. I think that is the background. That's all. 

Goroh [M]: Thank you very much. 
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Kawashima [A]: Regarding Logan, I forgot to mention one thing. We are now considering investments, but I 
don't think this will cause a significant deterioration in our financial discipline. 

Please understand that our financial discipline is a discipline, and we are trying to keep it that way. 

Goroh [M]: I understand. Thank you. 

Okada [M]: Thank you for your question. The next question, Mr. Matsumoto of Nomura Securities Co. 

Matsumoto [Q]: I'm Matsumoto from Nomura Securities. Thank you. 

The first point is about automobile-related products. I think the production cutback in automobiles started 
around the July to September period, but I would like to know the quarterly impact on your company's 
shipments, if you could tell us a little bit about it by field, such as UWH. Can you tell us approximately when 
it will return to normal? 

Secondly, please tell us what kind of TAA problems have occurred and how you are analyzing the causes and 
taking measures to deal with them. That's all. 

Kawashima [A]: This is Kawashima. Actually, I would like to know when the production cutbacks in 
automobiles will be fixed. Demand is still strong, but there is a shortage of semiconductors. In addition, due 
to COVID-19, our customers, both in Japan and in the US, are experiencing a significant drop in operations, 
and although we have been told each time that we will return to profit in 4Q or next year, this has been 
postponed. 

Demand is particularly strong in the United States, but COVID-19 infections are increasing. However, we 
have already received an order for a large bumper material for which we have already received an order, 
and mass production has finally started, and we have already started shipping a lot of it. We believe that we 
will be able to get this one for next year for sure. 

In Japan, we are also lagging behind, but as I mentioned earlier, we expect to be able to get a certification in 
the second half of 2022, so we hope to catch up by the middle of the next fiscal year. 

As for the trouble with the TAA, it's hard to say which machine it was, but there was a problem. So, as you 
know, can stocks be very tight in the US right now. We didn't want to inconvenience the customers, so we 
told them we would skip in 4Q. They said they understood. So, they asked us to send after Q1, and in return, 
they will try something on their own. They had to reduce their inventories or buy some from other 
companies. 

At the moment, as I mentioned earlier, we have been able to catch up with the machine breakdowns, and 
we are now able to make our own inventory, so we are confident that we will be able to sell them to 
customers from April. Therefore, please understand that this is not a very serious factory problem. 

Matsumoto [M]: Okay, thank you very much. That's all. 

Okada [M]: Thank you for your question. Next question, Mr. Ozaki of Daiwa Securities Co. 

Ozaki [Q]: I'm Ozaki from Daiwa Securities. 

First, I am a little concerned about the fact that the actual recurring profit excluding inventory valuation for 
the first half was JPY13.2 billion and for the second half it will be JPY4.8 billion, which is quite bad. Assuming 
that you will lose JPY2 billion in the second half due to the impact of TAA production cutbacks, what is the 
reason for the remaining JPY6.4 billion decline in profit compared to the first half? 
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Secondly, if you look at the trend of TAA's ordinary income, 1Q of this fiscal year was JPY1.5 billion, 2Q was 
JPY4.2 billion, 3Q was JPY1.5 billion, and I estimate that the forecast for 4Q is JPY2.1 billion. 

I'd like to confirm that this second quarter of just over JPY4 billion was indeed overkill. Also, I have the 
impression that profits in the second half of the fiscal year are a little weak. Which quarter is the reason for 
the JPY2 billion reduction in production? Let me reconfirm this point. 

Also, the third and final point is that I have the impression that the domestic aluminum rolling business, 
excluding TAA and Thailand, has also seen a fairly poor profit and loss in the second half of the year, so let 
me check the background to this. 

That is all, please. 

Kawashima [A]: This is Kawashima. In general, as I mentioned earlier, the increase in the cost of added 
metals and the cost of energy will increase in the second half of the year. 

That's why the second half of the year will be more difficult than the first half. It's not that the demand is 
weak, but the burden of added metals, energy costs, and so on is getting bigger. As I mentioned earlier, we 
are working to ask our customers to do this from FY2022 onward. 

In addition, as for 4Q, it is true that the TAA is in the negative of 4Q sales. Then, as you said earlier, TAA's 2Q 
is very good, and indeed they are. There are various factors, including sales volume and the timing of the 
availability of very inexpensive raw materials, so although the keynote has not changed, market conditions 
and timing have changed. 

The same is true in Japan. It is a little weak, but the demand is very strong. The inquiries are strong, and we 
are trying to make things as much as we can. However, the second half of the fiscal year is looking a little 
tougher due to various factors such as the rising cost of energy, and the burden of added metals and energy 
costs in the second half of the fiscal year. So please understand that we are working now to fix that and 
rectify it for the first half of the next fiscal year. 

Ozaki [Q]: If we assume that TAA is affected by the production cutback of JPY2 billion in 4Q, we would be 
able to make a profit of about JPY4 billion in 4Q without this effect. How can we understand? 

Kawashima [A]: Not all of the JPY2 billion is due to that, so it's not 20 adding up to 20. In terms of thinking, 
we originally considered the price of bullion to be at a very high level. We saw that this would provide us 
with a very competitive raw material. But as you know, as I explained earlier, the price of bullion has 
suddenly dropped. This does not mean that they are not competitive, but that their competitiveness has 
dropped from, say, 100 to 70. 

At present, the price of bullion is rising again, so although the competitiveness of bullion has not returned to 
100, it has returned to around 90, and this is what you can see in 4Q. 

Ozaki [M]: I understand. Thank you. 

Ishihara [A]: I, Ishihara, would like to make a few additional comments. This is related to Mr. Matsumoto's 
question earlier, but I think that the difference between the first half and the second half of the fiscal year 
has had a significant impact on the automotive materials field, both in terms of extrusion and plates. 

In the first half of the year, the impact of the COVID-19 disaster began to recover favorably from 2020, and 
although our customers were affected by the disaster, they said that they would manufacture at full throttle 
during the first half of the year, so we have been supplying products to Tier 1 and Tier 2 customers. 
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Here in the second half of the year, we have not been able to achieve the same level of performance as in 
the first half. Therefore, as mentioned earlier in the section on aluminum sales volume by product type, the 
automobile and IT-related sectors are inevitably affected. 

In this regard, I believe that the rise of these automotive materials will once again emerge toward the first 
half of the next fiscal year, and we will be able to achieve the same level of sales and profits as in the first 
half of 2021. 

That's all. 

Ozaki [M]: I understand very well. Thank you. 

Okada [M]: Thank you for your question. 

Since there are no further questions, I would like to conclude the question-and-answer session. 

This concludes the financial results briefing for 3Q of FY2021 of UACJ Corporation. 

Thank you very much for your time today. We look forward to your continued support and encouragement 
in the future. 

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

[END] 

______________ 
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