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Kobayashi: Ladies and gentlemen, it has been a very long time since our last meeting. I am 
Kobayashi of Furukawa Electric. Thank you very much for taking time out of your busy schedule to 
attend this briefing today. 

Please turn to the third page of the document for the contents of the explanation. 

As shown here, I will explain from the key points of the financial results for H1 of FY2022 to the sale 
of shares of consolidated subsidiaries. Fukunaga will then explain the last part of the presentation 
from the summary P&L for H1 of FY2022 to capital expenditures, depreciation, and R&D expenses. 

 



 
 

 

 
 

 

Let's turn to page four, the key points of the financial results for H1 of FY2022. 

As shown in the table below, in H1 of FY2022, net sales were JPY524.5 billion, operating income 
JPY4.6 billion, ordinary income JPY14.0 billion, and net income JPY7.9 billion. 

Profits increased due to foreign exchange effects and higher copper quotations, and mainly the 
Automotive Products and Batteries business. Operating income decreased due to soaring raw 
material and fuel prices in the entire company and the impact of customers' production cutbacks in 
the Automotive Products and Batteries business, despite the impact of foreign exchange rates. 
Ordinary income and net income attributable to owners of the parent increased. 

Among these, the automotive products business is the one with the most challenges, so I would like 
to explain the automotive products business in some detail. 



 
 

 

 
 

 

See page five. 

First of all, the lower part of this document shows the factors behind the increase and decrease in 
operating income for H1 of the fiscal year. The leftmost figure is minus zero for H1 of FY2021, and 
then the price of raw materials and fuel soared, logistics costs increased, and depreciation and 
amortization expenses went to the minus side, which was brought up through sales, price transfers, 
restraint of fixed costs,.  

However, due to an increase in the cost of sales ratio and other factors, the final result for this 
segment was a negative JPY4.2 billion. 

 



 
 

 

 
 

 

We would like to provide you with a detailed explanation of the issues. See page six. 

The challenges we have identified are rising raw material and fuel prices, increased logistics costs, 
longer logistics lead times, rising cost ratios, and high inventory levels.  

First of all, this table shows the issues I mentioned on the left side, the first of which is how to respond 
to soaring raw material and fuel prices and increased logistics costs. The right side shows the 
progress. 

We have been discussing and negotiating with our customers to reach an agreement on the price 
shift in H1 of this fiscal year. The price pass-through is expected to be generally applied as assumed, 
as indicated on the right side of the table. The bar graph below shows the forecast of recovery, 
including some recovery from Q1 and full recovery from Q3 onward, including the retroactive portion 
at the beginning of the fiscal year. 

From left to right, the projected payback is divided into each quarter. Although not the full amount of 
the increased cost, we expect to recover about five times the amount in Q3 and Q4 compared to Q1 
and Q2. 

Of course, there is also a claim for costs incurred in accordance with the customers’ production plans, 
and air and warehouse costs have already been agreed upon, as noted on the right side. The situation 
is that the purchase of the inventory is under negotiation. 



 
 

 

 
 

 

See the next page. The second and third issues are shown here. 

First of all, with regard to the lengthening of logistics lead times, we are reviewing logistics routes and 
the terms and conditions of offshore transportation transactions. 

On the other hand, the increase in the cost ratio, which is mainly labor costs, is one of the responses 
to the change in the production plan. In Q2, we temporarily laid off our workers at the Vietnam base, 
but after September, due to the situation of production again, we brought back the staff. However, 
the customers’ plans have changed, despite our efforts for preparations to increase production 
starting in September. As a result, the ratio of personnel expenses has increased. 

Since there was a proposal to increase production, we have been increasing the number of workers 
and further training them, but we still need to secure skilled workers and strengthen training, so we 
have not yet reached our productivity target. 

The promotion and reinforcement of automation through the use of DX is progressing smoothly, and 
one of our achievements is that we have been able to greatly reduce the number of workers through 
the use of RPA. 



 
 

 

 
 

 

The next, the fifth point is the high level of inventories. Page eight. 

The Furukawa Electric Group is promoting the so-called five improvements, and checking the status 
of management with the goal of "Just in Time." 

The five ways of improvement are: how to make; how to carry, these are about inventory; how to 
transport, this is about transportation; how to sell; and how to buy. We are now looking at how we are 
managing these issues, with the aim of achieving the just in time approach. However, in the current 
situation, we were not able to deliver proper products to our customers. Therefore, we are improving 
the restructuring in the form of “Adjust as the Case.” 

This progress is illustrated in the figure on the right, which shows how the product is progressing in 
the process toward the goal of Just in Time. In addition, we originally envisioned Just in Time as the 
ideal state, based on a structural analysis that shows which processes, such as raw materials, work 
in process, product inventory, or inventory at the bottleneck point, are involved in the production 
process. 

However, due to changes in the external environment and new exogenous factors, this will not be the 
case. Therefore, while reviewing our business strategy on a case-by-case basis, we are constantly 
improving our inventory structure in consideration of the external environment, always repeating the 
PDCA cycle to achieve our goal and moving toward that goal. We are not yet in a situation where we 
have seen results, but we are now proceeding with setting and securing inventory levels based on a 
flexible production system and response. 

These were the situation of automotive and products business. 



 
 

 

 
 

 

Page nine. I will now explain the Communications Solutions segment. 

In the graph below, the blue bars represent the overall figures, which were explained in the past. 
However, in order to present the reality correctly, fiber cables are shown in orange, and other 
businesses are shown in gray. 

As shown in the upper row, segment income as a whole increased due to higher sales and improved 
productivity in the fiber and cable business. On the other hand, domestic network-related products 
suffered a deterioration in profit, mainly due to raw material and semiconductor factors, and we are 
now promoting measures to recover the situation. 

The same is shown on the right side regarding the issues. I would like to explain on this. 



 
 

 

 
 

 

Page 10. First, I would like to discuss measures to address issues in the fiber and cable business 
and the progress being made. 

Furukawa has not been able to easily meet the increased demand in North America and Europe. We 
have been instructed by many people that we must first firmly plant our feet on the ground. 

The top row, sales expansion of value-added products, is progressing well. The graph on the right 
compares H1 of FY2021 and H1 of FY2022, and this bar graph shows the fiber length. Although it 
appears that the sales have decreased due to this relationship, both cable length and sales have 
increased. Sales of rollable ribbon cables are increasing as targeted, and sales of specialty fibers are 
also doing well. 

The second step, securing human resources to increase production at our North American fiber optic 
cable bases has also increased as planned, and the current shortage rate is also improving. It is 
important for us to improve our proficiency and productivity. Of course, we are also enhancing our 
optical cable base in Morocco. 

The second challenge is the difficulty in procuring raw materials and the rising costs of the 
transportation of raw materials. As you can see on the right, we have already secured stable 
procurement for this item. 

In addition, the procurement environment is expected to improve. As for price shifting, the backlog of 
orders for optical cables in North America is steadily implementing toward the ideal level, and we are 
making progress in price shifting.  

This is the situation. 



 
 

 

 
 

 

However, a major challenge is the domestic network. Next, page 11. 

The cable television equipment market in Japan is doing very well. However, we are facing difficulties 
in the procurement of semiconductors and a sharp rise in their prices. 

As described in the issues section, we have been able to minimize the impact of the problem by 
understanding the lead time of raw materials and components, securing strategic inventories, and 
procuring in installments by placing long-term advance orders. 

However, if the situation continues as is, the situation will become even more difficult, so we are 
working to reduce risk by switching to new models and changing the design. Of course, we are also 
working on procurement routes, including procurement from various sources, but the number of 
semiconductor types which is affected is still expanding, and long delivery times may occur, which is 
expected to continue into the next fiscal year. 

We are continuing to promote price shifting due to price hikes. 



 
 

 

 
 

 

On page 12, you will find a list of macroeconomic indicators that we have estimated. This is a change 
from the assumption at the beginning of the period. 

We presented this plan to you at the beginning of the year with a fairly severe forecast of growth. In 
response to this situation, the world GDP, Japan's GDP, the US economy, the automobile market, 
and the semiconductor market are not in good shape.  

However, since we have been proceeding with the response in a predictable manner, we have 
determined that it is within the range of variation. 

As a result, please see the next page. 



 
 

 

 
 

 

Page 13. We have revised our full-year forecast for FY2022. 

Compared to the previous forecast, Communications Solutions business in the Infrastructure 
segment is expected to increase by JPY3.0 billion. Factors behind the revision include price shifts, 
improvement in product mix, and foreign exchange rates. 

On the other hand, there are still some changes in the production plan for automobiles due to the 
effects of the lockdown. In light of these factors, we have made a downward revision of JPY3.0 billion 
to our forecast, but we have not made any changes to the total. 

 



 
 

 

 
 

 

Under these circumstances, the forecast for the full year is as shown on page 14. 

Sales and operating income have been revised in some segments, but the forecast of all segments 
remains unchanged.  

Net sales were JPY1,050.0 billion, and operating income was JPY22.5 billion. Ordinary income 
increased by JPY2.0 billion to JPY28.0 billion due to changes in foreign exchange rate assumptions. 
Net income is JPY21.0 billion, which includes the portion of extraordinary income from the sale of 
consolidated subsidiaries. 

Dividends remain unchanged. 

 



 
 

 

 
 

 

As my final remarks, I would like to explain the sale of shares of consolidated subsidiaries. 

As announced at 3:15 PM today, we have entered into a tender agreement for the tender offer for the 
shares of TOTOKU ELECTRIC CO., LTD. 

TOTOKU is in the process of reviewing its business portfolio by visualizing its business positioning 
and optimizing investment allocations accordingly in our Road to Vision 2030, our medium-term 
management plan.  

In addition, we have made this decision after comprehensively taking into consideration a number of 
factors, including our consideration of the nature of our listed subsidiary. 

We are pleased to announce that we will realize this in order to focus the Group's strengths and 
management resources on areas where growth is expected. 

That is all from me. Fukunaga will continue the explanation. 



 
 

 

 
 

 

Fukunaga: My name is Fukunaga. I will continue to discuss the details of the financial results. 

See page 18. This is the summary P&L for H1. Sales and operating income will be explained later in 
the waterfall document. 

In the area of operating income and below, UACJ recorded a negative equity in earnings of affiliates, 
but other equity method subsidiaries improved and turned to a positive figure. Foreign exchange 
gains and losses are also positive. 

Extraordinary gains and losses are negative because of the absence of extraordinary gains that were 
posted last year. 

The final amount after taxes, etc., was JPY7.9 billion, resulting in an increase in both sales and 
income on a net income basis. 



 
 

 

 
 

 

Then, see page 19. Here is the waterfall factor analysis of sales performance. 

This is an increase of JPY77.3 billion from last year. The breakdown includes bullion prices, foreign 
exchange, and consolidation scope shift and fiscal year-end shift. Excluding these factors, the real 
fluctuation was a positive JPY20.5 billion. 

 

 

 



 
 

 

 
 

 

This is followed by a waterfall of factors contributing to the increase or decrease in operating income. 
See page 20. 

The profit decreased by JPY2.7 billion from last year. The breakdown is shown separately. 

The left side, circled in red. The impact of higher raw material and fuel costs and logistics costs was 
negative JPY14.3 billion. In contrast, a little to the right of the middle, circled in blue, this was plus 
JPY8.4 billion. This is a result of a price shift or a request for cost sharing. This difference is one of 
the first reasons for the decrease in profit. 

In terms of sales increase, there was an increase of JPY3.6 billion, but as explained at the beginning 
of this report, there was a decrease of JPY3.7 billion due to an increase in the cost of sales ratio, 
especially in the Automotive Products & Batteries business, and an increase in the ratio of labor costs. 
The difference is almost entirely offset here. 

On the other hand, foreign exchange rates had a positive impact of JPY4.7 billion. The difference in 
exchange rates was about JPY0.7 billion, and the remainder was due to the positive effect of 
exchange rates on the business. Sensitivity is the same as before. The sensitivity per dollar is roughly 
between JPY0.3 to JPY0.4 billion, and the actual results have been within this range. 



 
 

 

 
 

 

Next, on page 21, is the summary P&L of the full-year forecast. 

In the extraordinary income section, there is a gain on the sale of shares of a consolidated subsidiary, 
as I mentioned earlier. Since tax expenses are included in the above figure, against the gain on the 
sale of JPY10.7 billion, it has resulted in approximately JPY6.2 billion on a net income basis. 

 

 

 



 
 

 

 
 

 

Now, please continue to the next page. These are the results of sales and operating income by 
segment. 

What is characteristic about this is the positive operating income in  Communications Solutions 
business, while Automotive Products& Batteries business is negative, which is what I explained at 
the beginning of this report. 

 

 



 
 

 

 
 

 

Next is page 24. These are the full-year forecasts for net sales and operating income by segment. 

Sales have increased or decreased depending on the segment, but overall sales have remained 
unchanged. 

As for operating income, as I explained earlier, operating income increased in the Communications 
Solutions business. On the other hand, profits in Automotive Products& Batteries business declined, 
and we have not changed our full-year operating income forecast. 

 

 



 
 

 

 
 

 

Next, please see page 25. This is the status of Communications Solutions business. 

Both net sales and operating income increased. 

 

 

 

 



 
 

 

 
 

 

If you look at the next page, it is the same waterfall I showed you earlier, but I have included comments 
there. 

These are the results for H1. Although there has been a sharp rise in raw material and fuel prices, 
we have been able to shift the costs of raw materials and fuel to our customers as planned. There is 
also a negative impact from other fixed costs and wage increases. 

As for sales, we have a base in Russia. There was a decrease in sales of optical cables to Europe 
due to the situation in Russia and Ukraine. On the other hand, in addition to price shifting, cost 
reduction, or product mix improvement has been progressing, and the cost ratio has improved in 
contrast to automobiles. In addition, the positive foreign exchange rate also contributed to a significant 
improvement in fiber cables in H1 of the fiscal year. 



 
 

 

 
 

 

On the other hand, if you go back to the previous page, page 25. As you can see in the lower left-
hand corner, the domestic CATV market is firm, but the negative impact of semiconductor 
procurement difficulties and price hikes is having a negative impact. 

On the right is the forecast for H2. Market conditions for fiber cables generally continue to follow a 
similar trend. On the other hand, in terms of changes, digital coherent products improved through H2.  

We also expect sales of domestic network-related products to increase in H2 of the fiscal year. 
Domestic network-related products are originally designed for H2, so there are some positive effects 
from seasonal factors. 

 



 
 

 

 
 

 

Please skip to the next page, page 27. This is about Energy Infrastructure business. 

The H1 results here showed an increase in sales and a decrease in profit. 

The largest negative impact is shown in the middle of the left-hand side of the slide, which is the 
effect of delays in construction work by customers due to the lockdown in China for preventing 
COVID-19, and the slowdown of operations at its Chinese subsidiaries.  

As a result, the YoY comparison was negative. 

In H2, however, we expect that domestic underground lines, submarine lines, and water pipes will 
continue to make steady progress, as expected in H1. The effects of the lockdown in China and other 
factors have been resolved, and we are basically seeing a recovery in H2. In addition, the effect of 
price pass-on of raw material and fuel price hikes will also be realized. 



 
 

 

 
 

 

Next, on page 29, we have auto parts and batteries. 

As I have repeatedly explained, the H1 results show an increase in revenue but a decrease in profit. 

 

 

 

 



 
 

 

 
 

 

As you can see on the next page, the same data is available, but as you can see in the waterfall, the 
price shift to the customers has not kept pace with the price hikes. 

Although there has been an increase in sales, this has been mostly offset by an increase in the cost 
of sales ratio. Although there is a positive effect of foreign exchange rates, the situation is significantly 
negative compared to the same period of the previous year. 

 

 

 



 
 

 

 
 

 

Please return to page 29. The right side here is the forecast for H2. 

On the other hand, in H2, as the cost to sales ratio stabilizes to a certain extent, the areas that are 
on the way to improvement are showing positive effects. We also expect to make significant progress 
in recovering raw material fuel prices and logistics costs in Q3 and even Q4, so there is also a positive 
here. 

Although sales are on a downward trend, they will increase compared to the previous year.  

On the other hand, semiconductor  shortage must be included in H2. 

In addition, although the amount is not so large, sporadic lockdowns of production facilities in China 
are still continuing. We are in a situation where we do not know where it will happen. We have factored 
in some of the negatives here. 

In addition, battery sales will improve significantly in H2. This is in line with previous years. 



 
 

 

 
 

 

Next is page 31, Electronics Component Materials business. 

In the Electronics Component Materials business, sales increased, and operating income was almost 
the same. 

In H1, there was a sharp rise in raw material and fuel prices and logistics costs. However, we steadily 
captured demand for automotive, electronics, semiconductor, and telecommunication infrastructure-
related products, and the product mix improved, which of course led to an increase in price shift. 
Therefore, these two factors almost offset each other and resulted in the same amount. 

In H2, demand for automotive and electronics-related products entered a partial adjustment phase. 
As a result, we are looking at the figures for H2 more cautiously and conservatively in terms of 
operating income compared to H1. 

There is no change in the forecast for the full year. 



 
 

 

 
 

 

See page 32. This is about Functional Products business. 

Sales and operating income of Functional Products business both increased. Although raw material 
and fuel prices and logistics costs have risen sharply, data center-related sales have remained firm. 
Price shifting is also underway. Foreign exchange effects also had a positive impact, resulting in an 
overall increase in profit. 

As for H2, as shown on the right, the main market for data centers is North America, where the 
appetite for investment remains strong. The situation is very active, including AI projects. 

On the other hand, the global economy is slowing due to China's economic slowdown, global inflation, 
and soaring raw material and fuel  prices. In addition, due to the difficulty in procuring semiconductors, 
some customers are making inventory adjustments. Demand for some products has been declining 
since the latter half of Q2. 

In addition, the smartphone-related business has been sluggish, affecting businesses, such as 
semiconductors and copper foil. 

We will continue to promote price shifting in H2 of the fiscal year. 

Although we have left the JPY8.5 billion figure unchanged, we will actually deconsolidate TOTOKU 
ELECTRIC. As shown here, this has a negative impact of JPY4.7 billion on net sales and JPY0.7 
billion on operating income. 



 
 

 

 
 

 

Then, see page 33. This is a balance sheet summary of the H1 results. 

The middle part is colored, but the total assets increased by JPY44.4 billion. The largest factor is the 
impact of foreign exchange, which, in fact, most likely explains the majority of the increase. Excluding 
the impact of new consolidation, the introduction of new lease accounting standards in the US, etc., 
the real portion has decreased. 

As we take a look at the breakdown, inventories increased by JPY18.0 billion. This includes a 
JPY10.2 billion foreign exchange impact and copper price impact, so in real terms the amount is 
about JPY8.0 billion. The contents are described on the next page.  

The tangible fixed assets are almost entirely affected by foreign exchange rates. In net assets, other 
comprehensive income and foreign currency translation adjustments were significantly positive due 
to the yen's depreciation.  

NET interest-bearing debt increased by JPY20.8 billion, but the equity ratio improved, and the NET 
debt-to-equity ratio remained unchanged at 1.0. 



 
 

 

 
 

 

Next is page 34, the status of inventories. 

We will continue to make improvements based on the Adjust as the Case concept, which is to 
constantly adjust inventories to the business environment, as explained earlier. 

In terms of external factors, it still remains. On the other hand, we are taking steps to minimize the 
impact on this as well. 

We are also continuing to work to secure appropriate inventories for the business environment. 

In addition, although there is an increase in sales, we will absorb the increase in sales by improving 
the number of turnover days, and by continuing appropriate management, we will make steady 
progress toward the year-end forecast for FY2022 and our goals. 



 
 

 

 
 

 

Lastly, on page 35. This is the forecast for capital expenditures, depreciation, and research expenses. 

Capital expenditures and depreciation and amortization remain unchanged. Although there is an 
increase due to foreign exchange, we will implement trying to control it by reviewing the timing of 
investments and changes in design specifications. 

With regard to R&D expenses, we will continue to promote R&D firmly.  

The overseas portion is also affected by foreign currency exchange rates, so there is no change in 
the content, but the exchange rate has been increased by JPY1 billion. 

That is all for the explanation. 

 


