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Presentation 

 

Ueda: Hello, everyone. Thank you for your very long patience. Thank you very much for taking time out of 
your busy schedule today to participate in the Q2 financial results briefing for the fiscal year ending March 
2024 of UACJ Corporation. The explanatory materials we will be using in this briefing are available on our 
website. If you do not have the materials at hand, please visit our website. 

Although this presentation may provide information that includes forward-looking statements, such 
information is only our current forecast. Please note that actual results may differ significantly from these 
forward-looking statements due to various factors. 

Let me now introduce our company's attendees for today's meeting. Miyuki Ishihara, Representative Director, 
President. 

Ishihara: My name is Ishihara. Thank you. 

Ueda: Teruo Kawashima, Director, Executive Vice President. 

Kawashima: My name is Kawashima. Thank you. 

Ueda: Shinji Tanaka, Director, Managing Executive Officer. 

Tanaka: My name is Tanaka. Thank you. 

Ueda: Joji Kumamoto, Director, Executive Officer, Corporate Strategy Division, Director, Executive Officer. 

Kumamoto: I am Kumamoto. Thank you. 

Ueda: Haruhiro Iida, Executive Officer, Chief Executive, Finance and Accounting Division. 

Iida: I am Iida. Thank you. 

Ueda: I am Kaoru Ueda, General Manager, IR, Finance Department, and I will be your moderator today. Thank 
you. 

Mr. Ishihara, President, will now explain the results for Q2 of FY2023, which we announced today. Please see 
the presentation materials during the explanation. President Ishihara, please begin. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
4 

 

 

Ishihara: Yes. Let me walk you through the presentation slides. For page numbers, I will use the number 
indicated in the lower right hand corner of the PowerPoint. 

I would like to start by giving you an overview of the overall points. Following Q1, we have been able to exceed 
our internal plan for business profit for Q2. As a result of the progress of the H1 plan and a review of the 
business environment in H2, we have revised upward our full-year business profit forecast. First, as to the H1 
overview, business profit increased to JPY21 billion from the same period of the previous year. Second, we 
have revised upward our full-year forecast for business profit by JPY38 billion. 

I will begin with a summary of H1 in Japan. The surcharge pricing system introduced last year to reflect surging 
energy and additive metal prices in product prices was successful, and business profit increased despite a 
difficult business environment, including the effects of structural reforms undertaken up to last year. Overseas, 
TAA (Tri-Arrows Aluminum), contributed significantly to profits following Q1 while profits and losses of UWH 
(UACJ Automotive Whitehall) are turning around. Overseas operations also reported an increase in earnings. 

As for the full-year forecast for FY2023, we have revised our full-year business profit forecast from JPY36 
billion at the beginning of the fiscal year to JPY38 billion, as we were able to secure a solid business profit in 
H1 of the fiscal year and will implement additional measures in the future, despite the business environment 
being more challenging than our assumptions at the beginning of the fiscal year. 

In addition, due to the prospect of stable business profits, we plan to increase the interim dividend by JPY5 to 
JPY45, thereby changing the annual dividend to JPY90. 
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Let me walk you through the presentation slides. Please refer to page four first. This is a summary of results 
for H1 of FY2023. 

Business profit, as I mentioned earlier, was JPY21 billion, an increase of JPY7.8 billion versus the same month 
last year. In terms of volume, sales of aluminum decreased by about 110,000 tons from the previous year to 
577,000 tons. Sales volume of both UATH and TAA decreased due to excess inventory of can stock in North 
America. 

In the automotive materials and foil ground, which are materials related to automobiles, we are on the road 
to recovery, having escaped semiconductor shortages and disruptions in the global supply chain. Overall 
volume of thick plates decreased due to backward demand. 
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On page five, I would like to talk about the new page explaining business profit. Business profit is an indicator 
of the Company's profit and loss, which demonstrates our ability, and is defined as operating profit minus 
inventory effects and other items. This is the same as what we used to explain to you as operating profit 
before inventory valuation effects, although it was also referred to as actual profit. 

We have used a very long phrase, so from now on, we will refer to operating profit before inventory effects 
as business profit to briefly explain to you the earning power of your investment. 
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On page six, this shows the figures for H1. Revenue decreased. However, business profits have increased. This 
is the result of a steady increase in the business profit margin. Although there was an increase in business 
profit, operating profit, or profit for the current period, decreased due to lower ingot prices and other factors. 
However, we were able to increase adjusted EBITDA and net profit per share, which is based on business 
profit, and this is proof that we have maintained our strength. 

 

Page seven discusses revenue by segment, but I will comment only on the precision-machined components 
and related business. With the recovery of demand in the automotive field and the launch of various projects 
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in North America, revenue increased 1.5% YoY to JPY103.9 billion and operating profit increased 73.3% YoY 
to JPY2.1 billion. 

 

Page eight shows the sales volume of aluminum sheet by product type. As shown here, can stock, thick plates, 
and other general-purpose materials have decreased, while automotive materials have increased. 

In North America, the can stock business has been increasing over the medium to long term, but recently 
beverage consumption itself has been slowing down due to the inflationary effects, etc. The supply-demand 
balance has been achieved in can stock production in the US, and import demand is in an adjustment phase. 

In Japan, demand has been soft due to a decrease in production and a drop in consumer confidence caused 
by high prices, but we have been able to increase our share of the can stock market, and as a result, the 
volume has been on par with the previous year. 

As I mentioned earlier, the automotive materials market is on a recovery track, with an increase in production 
volume and an expansion in the number of vehicles that can adopt our materials. The thick plates market is 
currently in a temporary adjustment phase due to postponement of investment or an increase in inventories. 

The other general-purpose materials seem to have decreased significantly, but this is mainly due to the fact 
that slabs sold outside of TAA are included as other general-purpose materials, so the slabs were not sold 
outside of TAA and were used as can stock. 
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On page nine, we provide a waterfall comparison of business profit for H1 of FY2022 and H1 of FY2023. 

We will discuss UATH, TAA, and UWH in more detail later. 

We were the first in the industry to establish a scheme to reflect energy and additive metal price hikes in our 
selling prices. As a result, we have been able to avoid a situation in which manufacturing costs would 
otherwise have put pressure on earnings. As you can see here, the energy and additive metals price effects 
made a positive contribution, and we were also able to increase sales-related differentials, including margin 
increases, leading to an increase in business profit. 

Although the impact of inventory was a negative JPY8.1 billion due to the impact of ingot prices and other 
factors, this led to an operating profit of JPY12.9 billion by securing profits in the business. 
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Page 10 is the consolidated balance sheet, and here you can see that free cash flow was JPY5.4 billion. 

 

On page 11, the consolidated cash flow statement is shown, and the free cash flow mentioned earlier is JPY5.4 
billion. And although interest-bearing debt increased due to a temporary increase in working capital caused 
by soaring ingot prices or foreign exchange effects, the D/E ratio at the end of the period will be achieved as 
planned. 
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Starting on page 12, I will provide a H1 summary of the status of each location. In Thailand, mainly in North 
America and Southeast Asia, global demand for aluminum can materials has been temporarily stagnant due 
to over-ordering caused by excessive growth expectations. However, a gradual recovery is expected through 
H1 of FY2024. 

In China, the economic stagnation and inventory adjustments have caused excess capacity to be directed to 
Southeast Asia. We will continue our activities while paying close attention to this and will leverage our 
strengths to increase sales. 

Regarding sales trends, mainly the passing on of higher energy prices, we will include this in new contracts 
and contract renewals in FY2025 that have begun. 

By securing new customers to meet the global demand for aluminum can stock, which is expected to grow 
over the medium to long term, we have now completed material certification, and we hope to offset the 
decline in demand for can stock in North America by developing new customers in other regions. 

Regarding business profit, looking at H1 of FY2023 from April to September, we saw an increase of JPY100 
million, but unfortunately, the volume has also been decreasing, resulting in a minus figure compared to the 
previous year. 
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Page 13, Status of North America, TAA. As you can see on the left, there is no change in our medium- to long-
term growth forecast of about 3% for the general can stock business. The demand for can stock is surely 
growing at about 1%, and we believe that there will be no major change in the North American market, which 
is expected to grow toward a growth rate of 3%. 

We expect demand for aluminum as an environmentally friendly container in the future, and TAA's contract 
through 2025 is almost complete, with negotiations for contracts beyond that time already underway. TAA's 
strong supply capacity will enable us to capture this demand. 

Business profit was JPY14.6 billion in H1 of FY2023, an increase of JPY3.3 billion from the previous year. 
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Page 14, Status of North America, UWH. In the North America, the automotive materials business, the 
recovery trend is becoming clear, and Whitehall is receiving orders as planned by customers, resulting in an 
increase in revenue. 

By preparing for such a recovery in demand, we will steadily improve productivity or automate facilities and 
implement cost reduction measures to achieve business profits. 

In H1 of FY2023, there was a profit turnaround of about JPY800 million from the previous year. 
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I will now turn to page 16 and beyond to discuss the outlook for H2 of FY2023 and the outlook for FY2024. In 
the automotive sector, demand will recover firmly as customers' production has started to recover. On the 
other hand, we expect a full-scale recovery in demand for can stock in North America and thick plates in Japan 
in H1 of FY2024. 

If I may add a few details by region, I think the demand for can stock in Japan for beverage cans, this will 
remain flat. Although the population is decreasing, the use of aluminum for beverage cans is being grown due 
to the need to reduce environmental impact, and this will continue to be the case. 

In the automotive materials business, customers' production is generally recovering. We expect the number 
of automotive materials-related sales to increase in the future. In the area of thick plates, demand for 
products for semiconductor manufacturing equipment is expected to recover in H2 of next year. Therefore, 
in thick plates materials, we plan to recover in H1 of FY2024. 

There is no change in the outlook for increasing demand for can stock in North America and in the medium to 
long term. In the automotive parts business, we expect stable revenue plan since we have started to receive 
orders from customers as planned. 

In addition, in North America, we have confirmed that demand for aluminum can stock is steadily increasing, 
and although there is a recent decline in sales, we expect that the recovery in demand will lead to a firm return 
in H1 of FY2024, although it will be slower than expected in H2. 

Currently, demand for export materials to North America is in an adjustment phase but is expected to recover 
in FY2024 due to a future recovery in demand for beverages. In the automotive materials, UWH has received 
a great number of inquiries for aluminum materials from new customers. We are proud to be recognized by 
our customers as a manufacturer that can produce high-strength materials, and we are committed to 
responding to their needs in the future. 

As for can stock, the reputation of aluminum cans as environmentally friendly beverage containers is 
increasing, both in Japan and overseas, and a gradual recovery is expected through H1 of FY2024. 
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On page 17, I will talk further about business profit in anticipation of the business environment. Initially, as 
you can see on the lower left, our earning power has improved dramatically from business profit in FY2022 to 
Q1 and Q2 of FY2023. As a result, we are revising our forecast upward from JPY36 billion to JPY38 billion. The 
current progress rate is 55%. 

 

On page 18, we present our full-year forecast in figures. Since the business environment surrounding our 
company is very uncertain, there are differences of demand in each field. However, we have revised our full-
year forecast in this manner. Please look it over later. 
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On page 19, we present the sales volume forecast by segment. 

 

Page 20 shows the outlook for each product type. In can stock, as I mentioned earlier, there has been an 
adjustment phase for imported materials, which has had some impact on the production and sales of UATH 
and TAA. 

However, we expect that the recovery of automotive materials will continue, and that the situation for thick 
plates will be in a temporary adjustment phase in FY2023 but will return in H1 of FY2024. For other general-
purpose materials, they are affected by TAA's outside sales slabs. 
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Page 21 shows the waterfall of profits by business for the year. We expect JPY38 billion in FY2023, compared 
to JPY21.3 billion in FY2022. In particular, in the area of sales, we expect to see an improvement in roll margins, 
and we have indicated that the impact of energy and additive metal prices will be passed on in H2 of the fiscal 
year as well. 

 

On page 22, we supplement the May forecast with the current outlook. As for the difference between 36 and 
38, the change is mainly due to the difference in energy prices and the changes in UATH, TAA, and Whitehall 
mentioned earlier. 
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On page 23, we have capital investment. With regard to capital investment, we will maintain it within the 
scope of depreciation, and at the same time, we will start preparations in advance for the recovery of thick 
plates, especially at the Fukaya thick plate plant, which is expected to recover in the next fiscal year. This is 
included in general investment. 

 

Regarding shareholder returns, as mentioned earlier, we will increase dividends. In order to increase the value 
of our shares, we will continue to secure steady profits and cash flow, and in addition, we will continue to 
maintain an active dialogue with the capital market. Thank you for your understanding. 
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On page26, I discuss capital efficiency initiatives to enhance corporate value. We have already presented the 
financial indicators and predicted the future situation, but we will incorporate specific measures in our fourth 
mid-term management plan starting in FY2024 to ensure that we achieve our FY2030 target. 

We will continue to enhance capital efficiency management with a firm awareness of the cost of capital, and 
at the same time, while leveraging UACJ's strengths, we will work to increase corporate value through the 
creation of a circular supply chain, or circular economy, for aluminum materials by expanding the areas in 
which aluminum materials are used. 
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In response to this, we have explained the review of materiality on page 27. 

We have already identified materiality from an ESG perspective in order to realize our vision of where we 
want to be in FY2030, while at the same time working to manage our business with an awareness of the cost 
of capital. We have made a series of improvement efforts that only our company can make. 

On the other hand, external demands for social, economic, and environmental issues are changing 
significantly. What we need to work on in order to achieve our company's vision is also changing in various 
ways. So, the Company is reviewing its materiality. As you can see here, we first clarified our objectives. 

We will strive to achieve a sustainable global environment, and to achieve a life worth living, happiness, and 
harmony through wellbeing. From the perspective of the Earth as a habitat and ourselves as its inhabitants, 
we have summarized two objectives and narrowed them down to five measures to realize them. What we are 
showing you is the proposals. When it comes to what we do as a company that manufactures things as a 
matter of course, we will continue to implement the PDCA cycle in our improvement activities as in the past. 
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Please refer to page 28 for information on these ESG-related briefings. An informational meeting is scheduled 
for Thursday, December 7. I would like to update you on our ESG efforts, including the details of the materiality 
that we are reviewing, which I have just presented to you. We would like to reiterate our invitation and hope 
that you will join us. 

In addition, a new integrated report was released at the end of September. As we celebrate the 10th 
anniversary of our integration, we are pleased to present our evolution and future growth story. We hope 
you will take a look at the information on our website. 

That is all I have to say. Thank you very much.  
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Question & Answer 

 

Ueda [M]: That concludes our explanation. We will now take your questions. Let us now introduce our first 
questioner. Mr. Yamaguchi, SMBC Nikko Securities. Please ask your question. 

Yamaguchi [Q]: Thank you. I am Yamaguchi from SMBC Nikko Securities. I am sorry I always ask this question, 
but the first point is that I would be glad if you could give us the annual revenue, profit, etc., for the major 
subsidiary groups, since you have given them in terms of business profit this time. 

The second point is that even though the drop in volume is unusual, profits are increasing. In the analysis of 
the factors for the increase/decrease, I don't see much of a drop in volume, which I assume is offset by 
something else, but I would like an explanation of how the profit increases. 

The third point is, regarding the quarter and half-year trends, the actual profit was flat, but according to the 
preliminary data, it seemed that Q2 would be a bit of a drop, but this is surprisingly clinching, and H2 is seen 
as a bit of a decline in profit. Why is this? 

The last question is, with this TAA as the center of the sliding scale, prices have gone up, but on the other 
hand, energy and materials prices have gone down and margins have increased for a moment. But if material 
prices go down now, is there a need to lower prices by that amount next year? Are the profits you are making 
this fiscal year temporary? I would like to confirm that point. That is all. 

Iida [A]: Okay, Iida will answer. First, we look at UATH's annual forecast for FY2023: JPY146.5 billion in revenue, 
negative JPY100 million in operating profit, and JPY1.4 billion in business profit. As for TAA, revenue is 
JPY227.2 billion, operating profit JPY12.7 billion, and business profit JPY21.2 billion. Last, but not least, is UWH. 
Revenue of JPY41.8 billion, operating profit of JPY1.5 billion, and business profit of JPY900 million. That is all. 

Yamaguchi [M]: Thank you. 

Ishihara [A]: The next question is why profits are increasing while volumes are decreasing. As I mentioned 
earlier in my explanation of this matter, we had originally talked about sticking to the profit margin. In North 
America, profits as a percentage of sales price have increased due to the significant impact of the product mix. 

In Japan, in addition to a steady decline in manufacturing costs, the overall business profit margin increased 
to about 4.3% in FY2023, both in Japan and overseas. 

We are making various efforts to add value to our materials, and I think this means that our profit margins are 
firmly reflected in the value of our products, which is more than just conventional materials. 

Third, we had told you that Q2 might be a little slow, and furthermore, with the summer vacation, we had 
told you that we did not have high expectations for both manufacturing and sales. Although it remains to be 
seen at what point we can expect to pass on the price of energy or additive metals, what we had expected to 
see in H2 is now reflected in H1, and things are turning around for the better. 

We mentioned that the figures would drop a little in H2. The product mix in TAA was good in H1, and this will 
have a slight impact on the product mix and unit prices in H2. These are a few negative factors. 

In addition, the previously anticipated curtailment of ingot cost purchases has changed the outlook slightly. 
In addition, as for what will happen to profits when energy prices fall in the future, our scheme is basically to 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
23 

 

convert price fluctuations between the upper and lower limits into selling prices. Please consider that there 
will be no significant impact on profits even when energy prices become lower.  

Yamaguchi [Q]: The point is not that the profit is temporarily delayed from period to period, is that correct? 
As a perception. 

Ishihara [A]: That's correct. 

Yamaguchi [M]: Thank you very much. 

Ueda [M]: Thank you for your question. Next, Mr. Shirakawa, Morgan Stanley MUFG Securities. Please ask 
your questions. 

Shirakawa [Q]: My name is Shirakawa from Morgan Stanley MUFG Securities. Thank you very much. I have 
three quick questions. The first point is the improvement of the TAA structure that the President mentioned 
earlier. What happened in H1, and also, in H2, why is it getting worse? If you don't mind me asking, can we 
expect such a better composition in the next fiscal year and beyond? 

The second point is UATH, Thailand. Thailand has been revised downward, and looking at the statistics, I 
thought that the volume was not showing up, that it might be a bit tough. I wonder if the revised portion of 
this roll margin will be reflected again in the future, and I would like to know the factors pushing up profits 
for this portion. This is the second point. 

The third and final point is the concept of dividends. This time, the net profit plan has been revised downward, 
while the business profit plan has been revised upward. Since the dividend is increased in such an environment, 
I believe the dividend payout ratio has increased considerably. I believe it goes up to 39%. 

It says on page 24 that your company aims to achieve a total dividend payout ratio of 30% or more over the 
long term. Has your company increased the dividend this time to show that it is now capable of paying a stable 
dividend of 30% or more? Also, this is 39%, which seems a bit high compared to 30%, so I would be interested 
to know how you decided on this dividend and what discussions you had. These are my three questions. 

Ishihara [A]: Yes, thank you. As for the better composition of TAA, this basically means that the composition 
from customers has improved. Since there are not that many varieties to begin with, we were able to sell to 
customers with high profit margins. 

Tanaka [A]: Let me answer. Regarding the price of UATH, many customers sign up on an annual basis. 
Therefore, the contracts for FY2024 have already been almost completed, but for customers who have newly 
contracted for FY2024, we are asking them to review the surcharges for energy prices, additive alloys, and 
other such areas. Therefore, as of FY2024, some customers may still be charged conventional prices, while 
others may be charged surcharges such as this one, resulting in a bit of a mixed situation. 

However, for customers who sign long-term contracts after that, we will incorporate such surcharges into the 
price when signing new contracts. That is all. 

Ishihara [A]: In the context of that next return ratio of 20% to 30%, what kind of discussion there was about 
this increase. We have been talking about stable dividends since the beginning, and we are now in a situation 
where business profits are steadily increasing. There was a discussion that since the business structure, 
including structural reforms, has been improved, it would be necessary to pay appropriate dividends to 
shareholders. 
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Currently, the interim dividend is JPY40 per share and the year-end dividend is JPY45 per share, for a total of 
JPY85 per share. There have been discussions about raising these figures to as high as JPY45 and JPY45, 
respectively, to firmly raise the Company's strength, and we have therefore decided to increase the dividend. 

Shirakawa [Q]: Yes. I'm sorry, just a follow-up, but then as far as TAA is concerned, if you look at the ups and 
downs, there is also a significant difference of about JPY5 billion here, but is this H2 more of an actual profit? 

Ishihara [A]: Yes, that's right. As I mentioned earlier, TAA showed some profit in H1, so I would like you to 
think that the average at this upper and lower levels is our ability. 

Shirakawa [Q]: Okay. Also, UATH, Thailand, is it correct to understand that the profit margin will improve in 
the next fiscal year in the long run, since there is a mix of surcharges that have not yet been made for some 
customers and have been made for others? 

Tanaka [A]: Yes, that's right. For new customers, we would offer that and ask them to sign up in that manner. 

Shirakawa [Q]: Okay. Also, I'm sorry if this is too much of a follow-up, but I'm not quite sure I understand the 
background behind the 39% dividend at the end. Please share any thoughts you have on the 39%. 

Kawashima [A]: Let me comment on that quickly. First of all, as has been said, the current fiscal year's ratio is 
39%, but if we look at the total for the three years of the fourth mid-term management plan, the ratio is about 
27%. 

Another thing, as the President mentioned earlier, we thought about EPS on business profits. When you think 
against that, it's roughly 40%. In this context, we are still trying to think in terms of EPS based on business 
profit. The reason is that the operating profit or loss from inventory will have a positive or negative effect. So, 
there was a discussion about considering improvements by looking at the figures of business profit, after all, 
if we think that it will not be profitable by chance or otherwise, but that it will converge as a result. In this 
context, the background is that the result was 39% this year. 

Shirakawa [M]: Yes, I understand. It is now clear. Thank you very much. 

Ueda [M]: Thank you for your question. Next, Mr. Matsumoto, Nomura Securities. Please ask your questions. 

Matsumoto [Q]: My name is Matsumoto from Nomura Securities. I have only one question. I was looking at 
this chart on page 22, and UATH has been revised downward by JPY4 billion here, and TAA has been revised 
upward by JPY4.8 billion. And UWH. And also, the price impact of energy and additive metals is plus JPY2.8 
billion, so please tell us a little bit about the factors for these four. That is all. 

Ishihara [A]: These four? As for UATH, the sales volume will basically be lower than projected, and this will 
have a significant impact. As for TAA, the increase in sales was basically higher than expected. The other major 
factors were the impact of foreign currency translation, and depreciation and amortization. 

As for UWH, the sales volume is lower than expected. We said it would be more, but it didn't go to the final 
planned value. 

And as for energy and additive metals, I thought I explained this a little earlier, but with the turnaround in 
energy and additive metals prices, it looks as if the numbers are higher than expected, as if the profit is higher 
than expected. That is all. 

Matsumoto [M]: TAA, I'm a little sorry, I didn't quite catch that. Do you mean the increase in sales, and also 
the impact of foreign exchange and amortization? 
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Ishihara [A]: Yes, that's right. Yes. 

Matsumoto [Q]: I had an image that the volume was sluggish, but even this is going better than planned? 

Ishihara [A]: Yes, that's right. This is due to the positive earnings turnaround on the sales side mentioned 
earlier and the reduction of inventories in TAA, not the volume itself. 

Matsumoto [Q]: Also, for energy and additive metals, when you say that there is a price turnaround, do you 
mean that energy prices, people usually see them at the beginning of the period and they are all falling? 

Ishihara [A]: That's correct. Basically, since the price originally went down, there were some subtle points, 
but the decision was made within a certain range, and the effect was on the positive side of that range. 

Matsumoto [Q]: That relates to Mr. Yamaguchi's first question, but I wonder if we don't have to worry too 
much about that part being cut next year. 

Ishihara [A]: That is not a major factor. 

Matsumoto [M]: Okay. Thank you. 

Ueda [M]: Thank you for your question. Next, Mr. Goroh, UBS Securities. 

Goroh [Q]: I am Goroh from UBS Securities. Thank you. First, I would like to reconfirm how to look at the 
numbers. In North America, I think you mentioned that you were able to secure volume mainly from 
customers with high profit margins by improving the sales mix and product mix. I would like to confirm that 
progress toward inventory adjustment is firmly underway in the market. You said that the margins could have 
been improved and that the volume environment was not favorable. I believe that the current situation is 
that the market is sluggish, but when considering the next fiscal year's performance, I would like to confirm 
whether you can include a factor that will allow volume growth while maintaining margins. 

You have already mentioned the timing of return by region, but this time I would like to confirm how the 
volume of TAA in particular will change in the future, including companies in the upper process, etc., and also 
to confirm the profit/loss of ingot, which has always been a bit of a hot topic. 

I have heard that efforts are being made in the US market to increase the scrap recovery rate, but I think that 
if the supply-demand balance for raw materials is rather relaxed and products are tight, the margin can be 
maintained and expanded. Please explain the market trend in this area. This is the first question. 

Secondly, this is a bit of a forward question, but I think that up to this point, you have been working on 
structural reforms in line with the mid-term plan and have been able to incorporate the results of these 
reforms. As you put together these new areas for the next fiscal year, I would like to know what kind of room 
there is for change, such as further structural reforms and cost reduction efforts. Could you explain where 
you see the potential for growth or change? This is the second question. 

Ishihara [A]: First of all, you mentioned the profit margin in North America and the progress of inventory 
adjustment, and you also asked about scrap recovery. 

As we continue to supply our high-margin customers in North America, we have a track record of aluminum 
cans and can stock in North America in terms of evaluating how to increase in the future. There are 
comparisons with FY2022 and FY2023, or future projections for FY2023, and as we go here, we are starting to 
see can stock sales that are higher than the previous year, almost since August. In addition, given the increase 
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in H2 of last year from August and September, we expect sales to continue to exceed last year's levels, and 
we expect this trend to continue in FY2024. 

As for the progress of inventory adjustment, as I mentioned earlier, while the demand for can stock was 
originally expected to grow at an annual rate of 3%, the current growth rate is about 1%. However, as I 
mentioned earlier, can stock shipments have exceeded those of the previous year, so we expect can stock to 
steadily decrease, and during H1 of FY2024, an increasing trend is expected in the future. 

As for ingot, I have heard that the recovery rate is steadily increasing. The difference between product prices 
and prices for ingot and scrap metal has recently turned around a bit, or rather, is coming down, and this has 
had a small impact on TAA's profit and loss. 

And third, while the structural reform efforts have been successful, what about the seeds of future growth 
and change. This will be explained by Mr. Tanaka. 

Tanaka [A]: Okay, I have your nomination. As you will see on page 27 of the PowerPoint, we are actually about 
to conduct a review of materiality over the next year. As Mr. Ishihara explained, three years have passed since 
the current materiality was established, and the environment surrounding us is now undergoing very 
significant changes. 

In light of these major environmental changes, the right-hand side of this page shows a recycling society of 
aluminum, and nature positive, the protection and regeneration of nature, although they are still in the draft 
stage. This is exactly what we mean by adding value to new materials with these keywords. By adding value, 
a premium is added back to us. 

I refrain from presenting specific items such as these here at this time, but we are currently thinking of adding 
new value to the new materiality, mainly by reviewing these new materialities, to bring them to the next level 
of earning power. 

As soon as the proposals are finalized, we plan to set KPIs that will be appropriate for them, and we would 
like to consider some new measures in the process. 

Ishihara [A]: In addition, we are now subdividing the three areas of mobility, lifestyle/healthcare, and 
environment/energy into eight product groups, and we are now identifying business areas that will grow in 
the future. I hope to be able to show you how much we will earn there in the mid-term plan, so I guess I would 
like to ask you to look forward to that. 

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

Ishihara [A]: In response to Mr. Matsumoto's earlier question, I would like to add this. In the area of energy 
prices or additive metals, there are cost advantages due to lower energy prices, so I hope you understand that 
this is also factored in. That is all. 

Ueda [M]: Okay, next question is from Mr. Ozaki, Daiwa Securities. Please ask your questions. 

Ozaki [Q]: I am Ozaki from Daiwa Securities. I have two questions. The first point is regarding UATH, you 
mentioned the price negotiation for FY2024. This is described as the introduction of a surcharge system, but 
is this different from a price increase that would improve profitability? Let me just confirm this point. 

Second, regarding the downward revision of UWH, the volume was a little lower than expected, but it seems 
that automobile production itself is not that bad. Please tell us about the background of this different prospect. 
These are my two points. 
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Ishihara [A]: Thank you very much. Regarding UATH's price negotiations for FY2024, you asked basically how 
the introduction of a surcharge differs from a price increase, but this varies quite a bit from customer to 
customer. 

The surcharge is said to pass on the higher energy prices to customers. Instead of taking the variability of a 
surcharge, you have an option that you negotiate in the same scheme as a traditional price increase, in 
addition to the price itself, the so-called roll margin. I think this is a choice between the two. 

Surcharges are basically variable, but I believe that once a price increase is made, it does not change, so we 
are negotiating on the basis of surcharges for energy this time. The difference is that, for example, the price 
increase of sub-materials or the fixed cost of electricity is negotiated as a price increase, while the fixed 
surcharge is negotiated in the form of a permanent price increase. 

Regarding the downward revision of Whitehall's forecast, it is difficult to be more specific, but the recovery 
trend differs depending on the customer. Of course, each customer has a different situation in terms of which 
area they are selling in. Therefore, it is difficult to read how the car models we are receiving orders for will 
move. 

Customers indicate the total volume, but specifically, if a product did not sell in North America but sold in the 
China region, we work in North America, so it may happen that the sales of the vehicle model is lower than 
expected. Please consider that these are individual circumstances. 

This is also on the side of a turnaround, so the common practice in this industry is to have a system that 
responds to customer production at 100 plus or minus 20%, so fluctuations will occur in such areas. 

Ozaki [Q]: Thank you very much. Then, Thailand will introduce a surcharge system for energy, but there will 
also be some transfer of other sub-materials to the roll margin, so a certain amount of margin improvement 
can be expected next year. Is my understanding correct? 

Ishihara [A]: Yes, that's right. That is how we see it. 

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

Ueda [M]: Thank you for your question. Are there any questions from others? There being no further 
questions, we will now conclude the question and answer session. For further inquiries, please contact IR. 

This concludes the Q2 financial results briefing for the fiscal year ending March 2024 of UACJ. Thank you for 
joining us today. We will continue to strive to meet the expectations of our shareholders and other 
stakeholders, and we look forward to your continued support and encouragement of our company. Thank 
you very much for taking time out of your busy schedule to join us today. 

Ishihara [M]: Thank you very much.  

[END] 

______________ 
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