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Fukunaga: This is Fukunaga. Thank you very much for taking time out of your busy schedule to 
attend today’s meeting. I will now explain the financial results for the first quarter of FY2021.  

Please see page 3. This shows the highlights of the results for the first quarter of FY2021. As a result, 
net sales were JPY218.8 billion, operating income was JPY3.8 billion, ordinary income was JPY5.8 
billion, and net income attributable to owners of the parent company was JPY4.2 billion. 

Net sales and operating income increased in all segments. The result was slightly higher than 
expected. Ordinary income increased due to an increase in operating income and improved profit/loss 
in equity method affiliates, mainly UACJ. 

Net income attributable to owners of the parent company was JPY4.2 billion, a decrease of JPY3.6 
billion YoY due to a decrease in extraordinary income and loss. However, in the previous fiscal year, 
there was an extraordinary income of JPY22.1 billion from the sale of land in Amagasaki in connection 
with the sale of the Copper Tube business. Since there is no large special profit this year, the profit 
decreased by that amount. 

Compared to FY2019, the figure was up from JPY2.3 billion to JPY4.2 billion, an improvement of 
about JPY2 billion. Accordingly, compared to FY2019, we are on track for a steady recovery. 
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This is the P&L summary for the first quarter of FY2021. The results are the highlighted area in the 
middle. The figures are as I explained earlier. 

In this context, the average copper price is JPY1,104, which is a significant increase compared to 
last year’s results. There are no major changes in the exchange rate. 

The forecast for FY2021 remains unchanged in terms of sales and P&L at each stage. We are 
assuming a copper price of JPY1,000 and an exchange rate of JPY105. 
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Page 5 shows the factors behind the increase/decrease in net sales.  

As I mentioned earlier, copper prices have risen, so the impact of the change in bullion prices has 
resulted in an increase of JPY19.5 billion. 

On the other hand, the adoption of the revenue recognition standard, due to the switch of the 
accounting standard, had a negative impact of JPY8.8 billion.  

In terms of actual fluctuation, the result was an increase of JPY30.3 billion. 
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Page 6 shows the waterfall chart for operating income. 

Last year, we had a decrease of JPY1.2 billion, but in the first quarter of this year, we had an increase 
of JPY3.8 billion. 

There are some special factors on the right side of energy costs, but in fact, these figures are offset, 
and the figure of JPY5 billion is the same as the actual change of JPY5 billion, if we combine them 
with the conventional explanation. However, when we analyze the contents of this report, we find that 
there is an impact of the soaring cost of materials and transportation. This is about minus JPY1.5 
billion. 

In terms of fixed costs, the main increase will be due to the return of factory overhead staff to a steady 
level during the sales recovery phase. About JPY1.5 billion here. The increase in sales, the difference 
in product mix, and the positive effect of cost reduction resulted in JPY8 billion. 
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Next, on page 7, we show net sales and operating income by segment. 

In this section, we have included sales figures before the change in accounting standards for your 
reference. In particular, there are large fluctuations in the comparison with the previous year, so I 
think it is easier to understand the comparison of sales before the change in accounting standards. 
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Next, page 9 shows Communications Solutions. As for the results for the first quarter, operating 
income was almost unchanged from the previous fiscal year. There will be no major changes in the 
first quarter from FY2019. 

In the first quarter, the lower left part of the chart shows the impact of raw material shortages, unstable 
procurement, higher raw material prices, and soaring transportation costs. In addition, the sales 
volume of core optical fiber has temporarily decreased due to material procurement problems of our 
customers. 

In addition to this, digital coherent-related products are also experiencing inventory adjustments by 
customers. Depreciation expenses also increased. 

In contrast, sales of optical fiber cables in North America and FTTH and LAN solutions in South 
America increased. In addition, the productivity improvement of Optical Cable in North America is 
progressing as planned. Domestic network-related products are also performing well, and this has 
offset these negative factors. 

The forecast for the full year remains unchanged at JPY4.5 billion. In the area of fiber and cable, 
demand in North America has been steady. Orders are also strong. Orders in South America are also 
progressing well. 

In the domestic market, some orders have been received since the second quarter, and some are 
already confirmed. In turn, sales will increase. In addition, there are positive factors such as the return 
of special fibers such as those related to medical care, which we had explained had a negative impact 
last year. 

In addition, for core optical fiber for North American customers, the issue of procurement by 
customers has been resolved, and both orders and shipments have been recovering since the second 
quarter. 

In addition, we are planning to steadily improve the productivity of Optical Cable in North America, as 
shown in the next page.  



 
 

 7 
 

Orders for digital coherent-related products have also returned since the second quarter. We will 
make a full recovery in the second half of the fiscal year and beyond. 

Orders for domestic network-related products were also strong. In addition, as usual, sales will be 
concentrated in the second half of the fiscal year, especially in the fourth quarter.  

The difference between the first half and the second half is due to the fact that sales and profits are 
heavily weighted toward the second half. 

Although the price of raw materials and transportation costs have soared, we will continue to achieve 
the goal of JPY4.5 billion by addressing the above situation, improving the product mix, reducing 
costs, and continuing to control expenses. 
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Next, page 10 shows the status of the Optical Cable business in North America. 

The overall sales forecast for Optical Cable in North America is expected to increase by more than 
20% in the current fiscal year for rollable ribbon cables. 

Our plan is to increase orders for our core product, the rollable ribbon cables, from 20% to 30%, and 
orders are proceeding as planned. Orders have been steadily increasing. 

Production capacity. The graph is on the right. The dotted line is the movement of the figures we 
expect in the future. The forecast is based on the assumption that there will be seasonal factors 
during the winter season, and that there will be a temporary decline this fiscal year as well. 

Another point is that, in May, the numbers dropped once. This is where the procurement of raw 
materials has become unstable, and we have been affected by delays in the procurement of materials 
in the timing of our production plans for manufacturing. 

The productivity improvement itself is progressing, but the impact of this temporary halt has been felt.  
As for this problem, we have already taken measures, such as multiple purchasing and substitute 
products, so there have been no major problems since July. 
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The next page, page 11, shows the status of Energy Infrastructure. 

In the Energy Infrastructure business, we expect a steady recovery in sales and operating income for 
the next quarter and full year. 

In the last fiscal year, the Chinese subsidiary was negatively affected by the impact of COVID-19 in 
China, and also struggled with industrial wires for construction in general in Japan.  

In addition, we incurred 1-time expenses for evaluation costs associated with the adoption of new 
materials related to power cable, and the total impact of this was minus-JPY2.5 billion in the previous 
fiscal year. This has already improved in the first quarter of this fiscal year and is expected to continue 
to improve throughout the fiscal year, or even eliminate the occurrence of 1-time expenses. 

In addition, there are overseas submarine cable and domestic underground cable projects, including 
extra-high voltage for electric power and renewable energy. As these items are progressing, as 
expected at the beginning of the fiscal year, we will continue to make steady progress toward our 
forecast of JPY1 billion. 
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Next, Automotive Products and Batteries. Automotive Products were also significantly affected by the 
COVID-19 in the previous fiscal year. We have improved from that negative figure to a positive figure 
of JPY0.8 billion. We have not changed our forecast of JPY5 billion to JPY12 billion for the full year. 

As I have explained, we have seen an increase in sales due to the recovery of the automotive market. 
But on the other hand, we have been affected in the first quarter by an increase in depreciation 
expenses due to the response to orders, production cutbacks by customers, due to the shortage of 
semiconductors and resins, and soaring transportation costs. Lockdowns at some of our bases in 
Southeast Asia are also working as a negative factor here. 

As for the outlook for the full year, new vehicle models, especially those related to aluminum 
harnesses, will be launched. Cost reduction is also expected to proceed as planned. 

On the other hand, we will take measures to deal with the increased transportation costs and logistics 
delays caused by the congestion at ports and the shortage of containers due to the impact of COVID-
19, et cetera. It is expected a rapid recovery in demand. Alternatively, there are concerns about 
supply chain disruptions due to the impact of COVID-19. In this context, we are continuing to 
strengthen our supply chain by building up safety inventory to ensure that we are able to supply our 
customers, and also to create a system in which we can handle business at multiple manufacturing 
bases. 

In addition, the impact of the lockdown in Southeast Asia. For us, Malaysia and India were affected 
in the first quarter and the second quarter. There are many companies whose fiscal year from January 
to December, so some of the actual impact will be felt in the first quarter and some in the second 
quarter. 

Also, since July, our Vietnam base has also been affected by the lockdown. With regard to Malaysia 
and India, Malaysia is still in a lockdown situation, but India is recovering steadily, and is now almost 
unaffected. As for Vietnam, we will continue to monitor the impact, and we will be able to talk about 
the situation in the second quarter. 
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At present, the shortage of semiconductors and resins is expected to be resolved in the second half 
of the year, and our customers are strongly requesting us to respond to their needs in the second 
half. By responding firmly to these needs, we hope to achieve the figures as planned. 
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Next, on page 13, we will look at Electronics Component Materials. 

In this business, sales are recovering steadily, especially for automotive and electronics-related 
products. By steadily capturing demand in this environment, operating income increased by JPY1.1 
billion in the first quarter, up from zero in the previous fiscal year. 

For the full year, we forecast an increase of JPY1.1 billion, from JPY0.9 billion to JPY2 billion, 
maintaining the increase in the first quarter. However, orders have been strong so far. 

In addition, the product mix is improving, and productivity is improving, but we don’t know what kind 
of impact it will have, such as the situation with automotive market or the impact of COVID-19. In 
particular, Electronics Component Materials are used in upstream processes, so the end markets are 
diverse.  

In reality, there is a tendency for the impact to be delayed and appeared suddenly, so we have 
actually factored in about JPY1 billion of that risk. We are aware that if there is no such impact, that 
amount has increased. 
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Functional Products. 

The data center market and the 5G base station market are also very strong here, and sales and 
profits are growing steadily. Although transportation costs and raw material prices have soared, 
demand has exceeded that. And we have been able to respond on the manufacturing front, which 
we believe will be sufficient for the first quarter and throughout the fiscal year. 

In particular, in the area of copper foil, the restoration of our Taiwan base is progressing smoothly, 
and orders for copper foil for circuits are also increasing as a result. Last year, we had a very difficult 
time with negative results, but we have already achieved profitability since the first quarter. 

We will continue to make progress in the recovery of our Taiwan base.  

In terms of copper foil, we expect a considerable improvement from last year’s situation, and we have 
set this figure as our plan. 
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Page 15. This is the balance sheet. As for the balance sheet, total assets increased by JPY42.8 
billion. Looking at the contents, cash and deposits increased by JPY2.9 billion. There has been no 
significant change. Since last year, there has been the impact of COVID-19. 

There is no problem at all with the procurement situation in the market, but there is operational risk 
in terms of procurement. In the event of the spread of COVID-19, we may not be able to raise funds, 
so we continue to maintain liquidity on hand. Please note that we have maintained almost the same 
level as at the end of the previous fiscal year. 

Inventories increased by JPY17.3 billion. One is that copper prices are rising. Although not listed here, 
there are also new consolidation and other factors such as the impact of exchange rates. In total, the 
impact is about JPY10 billion, and the remaining JPY7 billion will be for future projects and 
construction projects that are expected to be recorded as sales. 

This may be the power cable or the broadband, and those things will be added to the sales in the 
fourth quarter and the end of the year. In addition, as I mentioned in the Automotive Products section, 
we have increased our safety stock at this time in preparation for the risk of supply chain disruptions 
and the sudden rise of customers. 

However, we are now in a situation where we have a good grasp of the basic contents, so we are 
aware that we will be able to return to an appropriate level toward the end of the fiscal year. 

In terms of tangible and intangible fixed assets, we are proceeding almost as planned. The increase 
of JPY3.7 billion was due to the impact of foreign exchange rates and new consolidations, which 
totaled JPY5.4 billion. 

NET interest-bearing debt is also due to an increase in working capital. Due to this, it has increased 
by JPY25.1 billion. However, towards the end of the fiscal year, we expect to be able to proceed with 
interest-bearing debt, equity ratio, and NET D/E ratio as planned. 
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This is the last page. Capital expenditures, depreciation and amortization, and R&D expenses. 

The first quarter results are in line with our expectations, and we expect no change for the fiscal year. 

As you can see, inventories, profits, and capital investments are progressing almost according to plan. 
We have set a plan to achieve a 7% return on operating assets for the current fiscal year, and I hope 
you can see that we are progressing almost as planned. 

That is all for the explanation from me. 

 


