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Fukunaga: Yes, my name is Fukunaga. I will now explain our financial results for the second quarter 
of FY2021. Please look at page 3. 

This is the highlight of the first half results. Net sales, operating income, ordinary income, and net 
income all increased from the previous fiscal year. Both sales and profits increased. 

For net sales and operating income, in the first half of the fiscal year, we saw a recovery in the 
automotive parts business compared to last year's COVID-19 crisis, although there were some 
factors, such as reduced production by customers and the impact of the COVID-19. Sales and profits 
increased in the Infrastructure, Electronics & Automotive Systems, and Functional Products 
segments. 

In addition to the increase in operating income, ordinary income increased due to the improvement 
in equity in earnings/losses of affiliates (UACJ). 

Net income attributable to owners of parent company is JPY7.2 billion. This is a JPY5.6 billion 
increase compared to last year, which is about JPY10 billion less than the increase in ordinary income, 
but this is due to a JPY22 billion increase from the sale of land in Osaka last year. As a result, the 
profit for the current period was substantially higher than that of the previous period. 



 
 

 
 

2 
 

 

Please see page 4. 

This is the full year forecast. Sales are unchanged, but operating income and other profits and losses 
have been revised downward. 

First, customers in the automotive products business reduced production due to shortages of 
semiconductors and resins. Impact of lockdown of some bases in Southeast Asia due to the COVID-
19. In addition, there will be a sharp rise in the cost of materials and transportation throughout the 
Group, as well as logistics disruptions and delays. Operating income has been revised downward by 
JPY6 billion. 

Equity in earnings/losses of affiliates is expected to improve in the second half of the fiscal year, but 
due to the downward revision of operating income, ordinary income and net income have been 
lowered by JPY2 billion for each than previous forecasts. Net income will be JPY10 billion. 
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Now, please turn to the next page 5. 

On page 5, you can see the details, or rather the outline, as explained earlier. 

If you look at the equity in earnings/losses of affiliates, you will see that JPY5.4 billion was added, 
and the majority of this was for UACJ. 

Extraordinary gains and losses decreased from last year. This is also an effect of the numbers I 
mentioned earlier. However, both extraordinary gains and losses have decreased since last year, so 
please be aware of that. 
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Please go to page 6. 

Page 6 shows the full-year forecast. 

We expect an extraordinary loss of JPY1.5 billion, an improvement of JPY2 billion from the previous 
forecast. This was due to an extraordinary profit in the first half, which was larger than expected. On 
the other hand, since the risk status has been left unchanged, we expect extraordinary gains and 
losses of minus JPY1.5 billion. It is expected to improve from the previous forecast due to the increase 
in special gains. 
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Next, on page 7, the factors behind the increase/decrease in sales. This is the waterfall compared to 
the previous year. 

Sales increased by JPY92.8 billion, but excluding special factors, sales increased by JPY82.6 billion. 
In particular, the impact of unprocessed metals is positive due to the rise in prices of unprocessed 
metals. In addition, the yen’s depreciation against other currencies was a positive factor. 

On the other hand, changes in accounting standards and revenue recognition standards have 
resulted in a negative impact of about JPY25 billion. 
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Page 8. The following is a waterfall of factors that contributed to the increase or decrease in operating 
income. 

This is an increase of JPY10.6 billion from the previous fiscal year. There are a few special factors, 
but of the JPY10.6 billion, JPY10.2 billion is considered to be a real fluctuation. However, as you can 
see in the square on the upper right, due to sales increase/decrease, product mix difference, cost 
reduction, and other factors, there was an increase of about JPY18 billion. On the other hand, material 
and transportation costs soared, resulting in a negative JPY4.5 billion here. Fixed costs were a 
negative JPY3 billion. 

As for the fixed costs, as I explained in the first quarter, as operations returned to normal, the fixed 
costs for plant maintenance, inspection, and quality control increased by about JPY1.5 billion. In 
addition, in the second quarter of last year, the COVID-19 pandemic forced factories to close in many 
countries. As a result, JPY1.4 billion has been transferred to extraordinary losses. This is the reason 
for the negative impact of JPY3 billion, including the JPY1.5 billion mentioned earlier and the JPY1.4 
billion from the fixed and operating costs of the plant. 
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Page 9. The following is a breakdown of sales and operating income by segment. 

This information will be explained on the next page. 
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Page 11. 

This is the status of Communications Solutions  business. In the first half of the fiscal year under 
review, this  business posted higher sales and profits. Both sales and profits are expected to increase 
for the full year. 

The contents of this report are as follows: First half, North America Optical Cable. This is an 
improvement from last year in terms of volume and productivity. FTTH and LAN solutions in South 
America are also performing well, which is a plus. In addition, specialty fiber, which had been 
struggling last year due to the COVID-19 disaster, is also recovering. 

On the other hand, due to the negative impact of raw material shortages, price hikes, and rising 
transportation costs, the actual positive impact was JPY1 billion. The details are explained in the next 
page. 

On the right side, the forecast for the second half of the fiscal year is shown. As for optical fiber cables, 
as you all know, the price of China Mobile's bid increased by 1.5 times. In addition, with the increase 
in bidding volume, the supply-demand balance may be changing a little. In this context, we need to 
keep a close eye on how the rise in raw materials will affect global market prices. 

In addition, the North American market, including rollable ribbon cable and connecting components, 
is doing well, and the solutions business, also in South America, continues to do well in Japan. 

The specialty fibers business is also expected to remain strong from the first half to the second half 
of the fiscal year. In the first half of the year, there were some negative impacts from digital coherent, 
temporary inventory adjustments, and COVID-19 effects, but we have been recovering since 
September. This will continue to be a positive factor in the third quarter and beyond, and we expect 
a positive result. 

The impact of raw material prices and transportation costs will continue to be a negative factor. 
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The details are explained on the next page. 

This is the YoY comparison of optical fibers and cables broken down into the first half and second 
half. 

In the first half, raw materials, transportation costs, and fixed costs were negative. This one has a 
negative value of about JPY3 billion. On the other hand, sales improvements, product mix, or 
productivity, cost reduction of raw materials, transportation, and reviewed price level in some areas 
resulted in an overall increase of about JPY0.5 billion in the first half. 

In the second half of the year, raw material costs, transportation costs, and fixed costs will continue 
to be negative as well. On the other hand, sales have been steadily improving from last year, as in 
the first half. For improving the product mix and productivity, we will further promote productivity in 
North America. For product mix, we have already increased the number of high value-added products, 
such as  rollable ribbons, which will have an effect in the second half of the fiscal year. 

In addition, we expect to improve the second half of the fiscal year by approximately JPY3.5 billion 
from last year by reducing the cost of raw materials and transportation, as well as promoting price 
optimization. 
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Page 13. It is an energy infrastructure. 

Energy infrastructure, sales and profit increased in the first half. Both sales and profits will increase 
in the fiscal year under review. 

This includes overseas submarine cable, domestic underground cable and a subsidiary in China. 
These are progressing as expected. Our subsidiary in China was significantly affected by the COVID-
19 last year, but it is now improving and is back in the surplus. 

The domestic construction and wholesalers markets are experiencing a moderate recovery in 
demand. During this situation, we are recovering from last year's deficit to a surplus, albeit a slight 
one, by promoting cost reductions and other measures. 

In addition, considerable evaluation costs have been incurred due to the adoption of new materials 
last year. This year, we no longer have that, which is a plus for us. This impact has led to a positive 
improvement of JPY2.2 billion, from minus JPY1.5 billion last year to JPY0.7 billion. 

In the second half of the fiscal year, we expect the situation to remain the same as in the first half. As 
a result of further cost reductions, we have revised upward our forecast for annual operating income 
from JPY1 billion to JPY1.5 billion. 
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Page 14 shows the status of Automotive Products and Batteries. 

For Automotive Products and Batteries business, both sales and profits increased in the first half. 

In the first half, the automobile market recovered. The increase in revenue means that we are 
recovering from last year's COVID-19 disaster. On the other hand, customers are reducing production 
due to shortages of semiconductors and resins, and there are soaring transportation costs and other 
factors. 

In addition, the impact of the lockdown in Southeast Asia due to the COVID-19 crisis is also emerging, 
and expenses for BCM operations have been incurred. There will also be an increase in depreciation. 

In the first half of the fiscal year, we were able to increase both sales and profits. However, if I may 
add a little more, the fiscal year end of our overseas subsidiaries is from January to June. Therefore, 
after July, September, and October. Well, there was a situation through September when operations 
were considerably slowed down or even stopped due to the lockdown caused by the COVID-19, but 
the local figures have not yet been recorded in the second quarter. This will come up in the third 
quarter. 

On the other hand, on the Japanese side, there is already a negative impact on sales and costs 
incurred to deal with the situation. Therefore, please understand that the impact of the Japanese side 
will be recorded in the second quarter, and the local side's cost will be recorded in the third quarter. 

As for the forecast for the full year, the impact of the COVID-19 will be significant, and although sales 
will increase, profits will decrease. 

We have lowered our sales forecast by JPY15 billion from the previous forecast. We expect this to 
have a significant impact on the third quarter almost immediately. 

Operating income also declined from JPY12 billion to JPY4 billion, a loss of JPY8 billion. In addition 
to the decrease in sales, the negative factors include the increase in logistics costs and BCM 
operation costs. 
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Next is Electronics Component Materials. 

Both sales and profits increased in the first half and the full year. 

It has been performing very well. Sales of In-vehicle and electronics related products are recovering 
steadily, and in particular, sales of strategic products are expanding, and the product mix is improving, 
which is a considerable plus. 

In the second half of the fiscal year, the situation has not changed significantly. However, we are 
taking a cautious look at the figures because there is a possibility that customers will be affected by 
the shortage of semiconductors in the future. Therefore, since our own products are in the very 
upstream process and the most upstream process, there is a risk that the impact of semiconductors 
on the final customer may be delayed, so we are watching the situation carefully. 

Based on the current situation, this segment has been revised upward in terms of both sales and 
operating income. 
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Page 16, Functional Products. 

Both sales and profit increased in the first half and full year. In the copper foil business, the recovery 
from the fire in Taiwan was almost completed in September and is expected to make a further positive 
contribution in the future. In addition, tape for semiconductor manufacturing and products for data 
centers are performing well. 

On the other hand, transportation costs and raw material prices are rising as well. This is a negative 
impact. 

The outlook for the full year remains about the same. In particular, the impact of the sharp rise in 
transportation costs and raw material prices is expected to last longer than expected. Amid this, we 
will naturally expand sales in our priority markets, and by promoting price optimization, we plan to 
maintain our operating income forecast of JPY9 billion. 
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This is followed by the balance sheet on page 17. 

In the balance sheet, the lower part from the middle, slightly colored, is the total assets. This is an 
increase of JPY16.6 billion, but the impact of foreign exchange and new consolidation accounted for 
JPY15.3 billion. 

For the details, inventories increased by JPY26 billion. In particular, it is important to secure inventory 
to prevent supply disruptions due to logistics delays. In the second half of the year, there will be a 
rapid recovery in the automotive products business. We have stock in preparation. In addition, there 
are inventories related to construction work for the future, and there is also an increase due to the 
rise in copper prices. Due to these factors, the increase is JPY26 billion. 

In the second half of the fiscal year, we will of course continue to control inventories to an appropriate 
level. 

NET interest-bearing debt also increased by JPY42 billion, due to the significant impact of the 
increase in inventories. As a result, the NET debt-to-equity ratio has worsened slightly, from 0.8 to 
0.9. 

There was a slight improvement in the capital adequacy ratio. 
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Page 18 shows the status of capital investment, depreciation, and R&D expenses for the first half of 
the fiscal year. 

The progress here is almost as expected. We have not revised our forecast for the current fiscal year. 
However, in terms of capital investment, the timing of some investments has been slightly delayed 
due to the impact of the COVID-19. By carefully examining these factors, we are trying to keep the 
number slightly low. 

That's all I have to say. 

Moderator: Yes, thank you very much. Our president, Mr. Kobayashi, will now give an explanation. 
President Kobayashi, please. 
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Kobayashi: Yes, I am Kobayashi. It's been a while since I've seen you. Thank you very much for 
taking time out of your busy schedules to join us today. I would like to explain the current situation 
and future initiatives. 

Page 3 shows the contents of today's presentation. What I would like to tell you is what is happening 
now, how we are dealing with it, how we are evaluating the results, and how we are moving forward 
with activities that will lead to the next step. 
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Now please look at the next page 4. 

This page shows the current issues and the impact of the project. On the left is the business 
environment, and on the right is the main impact on business and earnings. 

The first risk for us, as shown in the figure on the left, is the increase in the price of raw materials and 
transportation, which will affect our various businesses. Secondly, the reemergence of the COVID-
19 infection and the shortage of semiconductors, which particularly affected the Automotive Products 
business. The third is to reform our suppliers' portfolios by addressing natural disasters, aging 
facilities, and carbon neutrality. There are procurement risks associated with this. And fourth, the 
geopolitical shakeup of supply chains. For example, operations are halted due to inability to respond 
to changes in environmental regulations. As a result, it may cause anxiety that the supply is not 
available. 

In other words, these things have become very apparent in the past year. Last year, we adopted new 
materials for power cables, and the recent situation is that the expected problems have become very 
apparent. 
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In this context, I would like to continue to explain our priority initiatives. See the next page 5. 

First, let's look at the optical fiber and cable business. 

As we mentioned earlier, in the first half of the fiscal year, we were affected by the shortage of raw 
materials, price hikes, and soaring transportation costs, but we were able to increase sales and profits. 
Expand sales of high value-added products and improve productivity and cost competitiveness. This 
is, of course, but the 4 items with white circle below. We are also reinforcing these efforts to increase 
sales under strong demand. 
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Now please turn to the next page 6. 

First, the status of sales expansion of high value-added products is shown here. 

First, orders and deliveries of rollable ribbon cables to several customers, mainly in the North 
American project market and data centers, are progressing. In the first half of the year, sales grew by 
1.4 times compared to the previous year, and for the full year, sales have grown by more than 1.5 
times. 

Specialty fibers are also expected to increase by more than 20%, contributing to the increase in profit. 
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Please turn to the next page 7. 

This is the biggest challenge for us: improving productivity and cost competitiveness. As you can see 
in the figure below, it's still a bit bumpy, but it's getting better. 

You may think why the situation in Furukawa is so difficult. I would like to explain a few things, one 
of which is the characteristics of the region. 

Vaccination rates in the United States as a whole. In Georgia, the state where Carrollton is located, 
the vaccination rate is 48%. It is one of the ten worst in the 50 states of the United States. Furthermore, 
especially in the county where Carrollton is located, the percentage is less than 30%. As a result, the 
number of infected people in the fourth wave, which peaked in August and September in the US, 
decreased compared to the third wave in January at the beginning of the year, but the level was 
almost the same in Georgia itself. 

In this situation, there is one more hurdle: the unemployment rate. In Georgia, the rate was 3.2%, 
and in Carroll County, where Carrollton is located, the rate was 2.9%. In other words, on the one 
hand, it was very difficult to secure recruits. 

However, as I mentioned earlier, we have started to receive orders from a variety of customers. 
Therefore, to deliver the product at all costs, we will add further incentives to the operators. There 
are companies that are not only a traditional temp agency, but also have a position in the US and do 
a very good job of following up with us. By signing contracts with these companies as well, the so-
called "turnover rate" has gradually decreased. In addition, thanks to the technical support from Japan, 
we have been able to confirm that the situation is almost on the upswing, and we are confident about 
it. 
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Please see page 8. 

I would now like to explain about our Automotive Products business. 

In the first half of the fiscal year, as I explained, there were production cutbacks at our customers, 
soaring transportation costs and logistics delays, as well as the lockdown of some bases in Southeast 
Asia due to the impact of the COVID-19. The accounting period of many subsidiaries is January to 
December, so this has an impact on sales for 3Q. 

However, this is not only for automotive products, but also for the Furukawa Electric Group, which 
has 123 bases around the world. Not a single cluster was found at any of the 123 sites. This is the 
result of a great effort by us, the employees of the sites, and the members from Japan. As a result, 
we have had zero shutdowns due to our own fault. 
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Please see page 9. 

In this environment, our customers are facing the problem of semiconductor procurement. There is 
still a sense of uncertainty about the future. However, the lockdown has been eased and dissipated 
now. Given this situation, we expect a recovery from the fourth quarter, but there are 3 things that we 
need to work on: the 3 circled items below. 

Further promotion of supply chain multiplexing. Improve the accuracy of customer demand forecasts 
and enhance the ability to respond to fluctuations. Of course, we are working on reducing the impact 
of rising transportation and material costs. 

Unfortunately, as I mentioned earlier, most subsidiaries have a closing date of January-December, 
so as you can see in the figure on the lower right, we are anticipating a rapid recovery starting in 4Q. 
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Please see page 10. 

The most important of these is the promotion of multiplexing of the supply chain. 

We took the opportunity of last year's lockdown to secure strategic space in the Philippines, Vietnam, 
and other key locations where alternative production is possible in other regions. It means that we 
free up space and set up so-called workbenches to produce parts and materials that have been 
produced at other locations at any given time. 

As a matter of reality, during the lockdown in Vietnam in the second quarter, we used our bases in 
the Philippines, Thailand, and China to deliver some of our products. 

This is not our only effort. As I mentioned earlier, we tried not to create our own clusters. As we 
exchanged information, we received a very high level of engagement from our customers. As a result, 
we are confident that we were able to minimize the inconvenience caused by our company because 
we were able to work as a team with the customer through close communication. We are moving to 
use this experience to further strengthen our relationship of trust with our customers. 
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Please go to the next page. 

This is the status of the acceleration of the use of aluminum wire harnesses for us. 

The first is to install on the new Land Cruiser 300, as described in this column. In 2 places below, it 
says aluminum wire harness for seats of TOYOTA BOSHOKU Corporation. These are the drives. 

Completely waterproof. This is wire made with Furukawa Electric's material technology. From there, 
we designed the alloy to meet the required shape, copper strips for sunlight, and fiber laser welding 
to make it completely waterproof. We have grown by gaining the trust of our customers through the 
integrated provision of our products, including these caulking technologies. 

As you can see in the graph on the right, the number of vehicles equipped with aluminum wire 
harnesses is expected to grow from 6 companies and 46 models at the end of FY2020 to 8 companies 
and 100 models in the future. 
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Please see the next page. 

I have already explained about optical fiber cables and automotive products, but I would like to explain 
the status of our sales expansion and cost reduction activities that we have been promoting in other 
businesses. 

Here is the status of energy infrastructure business due to this very thorough response to orders with 
an emphasis on profitability. It shows Electronics Component Materials, with which we are working 
on improving the product mix. 

In the energy infrastructure business, this includes so-called construction sales, etc., but it also 
includes our extra high voltage, underground cables, submarine cables, etc. In copper strips business, 
the product mix is improving. Improvement of the product portfolio within power cable and copper 
strips businesses. As a result of these efforts, the operating profit margin has improved to around 5% 
in these business alone, despite the current very high copper prices. 

This is the kind of transformational work that we do. I would like to show you here first that we are 
making solid progress on this. 
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See the next page. 

Page 13 shows the stable procurement of materials for company-wide activities. 

I would like to explain more visually what I mentioned earlier about dealing with risks in the box below. 
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Please see page 14. 

As you can see here, there is a cold wave in North America and power supply restrictions in China. 
Traditionally, the supply chain has been a single chain, and the goal of this activity is to achieve a 
tightly connected state. However, when there are various procurement risks, such as the current one, 
procurement should be multiplied. It is important to be able to procure goods under any circumstances 
through so-called networking. The technical team had a hard time with multiple purchasing and 
adopting materials from various locations, but thanks to their efforts, we have been able to achieve 
stable procurement of these materials. 
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In addition, please see page 15. 

For strengthening our efforts to realize stable logistics, we are also working with the SBS Group to 
enhance the logistics of our group. 
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See next page. 

This is the status of inventory management. 

The left bar shows as of the end of FY2020. The next one is as of the first half of FY2021, and the 
one on the right is as of the end of FY2021. 

The gray graph at the bottom shows an increase of JPY10 billion due to changes in sales and copper 
prices. However, in terms of the number of turnover days, 52 days at the end of the fiscal year and 
48 days at the end of the first half are well managed. 

Temporary increase due to logistics delays in purple and then the impact of the COVID-19 in dark 
blue. This is an intentional decision, and we will continue to reduce and improve it through close 
exchange of information with our customers and market conditions. 

Under such circumstances, we have been able to improve the accuracy of our inventory management. 
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I will explain ESG in the next page. 

ESG is an environment. Scopes 1 and 2 in the Furukawa Electric Group Environmental Vision 2050. 
We are committed to the challenge goal of zero by 2050. 

The basic concept of carbon neutrality is the activity of not emitting or reducing one's own CO2 
emissions. The second is activities to reduce or eliminate CO2 emissions for customers and society. 
Thirdly, there are activities to store and change the CO2 emitted. 

The activity of not emitting or reducing CO2 in our company. One is to improve the yield rate, and 
another is to reform the manufacturing process, such as energy conservation and gas conversion. 
Another is the use of renewable energy through the introduction of green power and in-house facilities. 
These are some of the things we do. 

Second, activities to reduce or eliminate CO2 emissions for customers and society. This is exactly 
what we are doing with our products. In addition to so-called "systems," we will also contribute to the 
development of offshore wind power, bipolar storage batteries, aluminum wire harnesses, and 
industrial lasers. 

In terms of storing and changing the CO2 emitted, we have water pipes that have been used to pump 
deep-sea water. We are promoting the use of this for CCS. 

On the other hand, we have been announcing the Ramune catalyst in various places recently. The 
Ramune catalyst, which has been developed based on polymer and metal technologies, is used to 
turn so-called methane gas into highly resilient LPG gas. We are working on this. 
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Please turn to the next page. This is about society. 

Regarding society, we have been revising our CSR code of conduct from the left, and in March 2021, 
we revised our CSR procurement guidelines. And from this September, we have started to conduct 
due diligence on human rights. 
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Please turn to the next page. This is the governance. 

As you can see on the left side of the report, we reduced the number of internal directors by one, and 
the number of executive directors and outside directors are now equal. Similarly, we have disclosed 
the skill matrix. In addition, in August, we established the Basic Sustainability Policy and established 
the Sustainability Committee to promote our activities. 

This is the status of our activities as described above. 
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Please turn to the next page. 

Lastly, I would like to explain our annual earnings forecast and dividends. 

As for the financial forecast, as explained by Fukunaga earlier, the dividend for FY2021 is expected 
to be JPY60 per share, unchanged from the initial forecast. 

I have explained above. Thank you. 

 

 


