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Operating Environment 
for the Nisshin Steel Group

During the first half of the year
ending March 31, 2005, the
Japanese economy was character-
ized by a gradual expansion of
the foundation for recovery, with
increases in consumer spending
alongside continued growth in
private capital investment and
expanded job opportunities.

In the steel industry, robust demand for steel products
both in Japan and overseas caused shortages in some sectors.
Although profitability improved with the correction in 
sales prices, fuel prices continue to rise, and the business
climate for the industry remains unpredictable.

Group Business Results and Successes

In this operating environment, the Nisshin Steel Group
undertook a range of proactive measures to “strive to
achieve sustainable profit growth while strengthening the
financial base,” the fundamental goal of our 15th Medium-
Term Management Plan, which was launched at the start of
the year ending March 31, 2005. On the sales front in partic-
ular, while continuing to focus on the improvement of sales
prices, we conducted a major review of our sales mix, and
pursued greater profitability through such measures as a shift
toward highly profitable products. Of particular note is our
representative product ZAM (hot-dipped zinc-aluminum-
magnesium coated steel), for which new applications are
being continually developed that utilize its high functionality
and environmentally friendly properties. Recognition in 
the market is rising rapidly, and we expect to reach our sales
target for the year ending March 31, 2006 of 30,000 metric
tons per month ahead of schedule.

Consequently, although rising costs for stainless steel
materials and other products affected performance, higher
profitability realized through efforts in both production and
sales, together with a strong contribution from overseas joint
ventures, enabled us to achieve consolidated net sales for the
first half of ¥251,578 million, income before special items
of ¥26,845 million, and net income of ¥10,743 million, all

TO OUR SHAREHOLDERS

Toshihiko Ono



significantly above the results from the first half of the 
previous year. Non-consolidated results for the first half
were net sales of ¥184,821 million, income before special
items of ¥23,186 million, and net income of ¥11,504 mil-
lion, representing considerable rises in sales and earnings
from the first half of the previous year.

In view of the importance of providing all the share-
holders with stable distributions, and taking into account 
performance during the first half, future operating 
conditions, business development and other general factors,
we set interim cash dividends at ¥2.50 per share.

Outlook and Issues for the Nisshin Steel Group

The outlook may be affected by several potentially destabi-
lizing factors, including the direction of fuel prices that is
aggravating uncertainty; the effect on the global economy of
oil prices, which have risen sharply; and the state of the
Chinese economy, in which a potential backlash from super-
heated investment is a concern. Demand for steel products
both in Japan and overseas, however, is expected to main-
tain its growth for the immediate future, and the steel indus-
try will continue to be called upon to operate at full capacity
to ensure a stable supply.

In response to these business conditions, the Nisshin
Steel Group will aim to strengthen its earnings base through
a number of measures based on the 15th Medium-Term
Management Plan: for example, by raising the sales share 
of such highly competitive, strategic products as stainless
steel, specialty steels and unique coated products, reducing
manufacturing costs, and maximizing our technical capabili-
ties to develop original products. We will devote all our
efforts to achieve our target for income before special
items—¥35,000 million on a consolidated basis and 
¥30,000 million on a non-consolidated basis—for the year
ending March 31, 2006, one year ahead of the schedule
established under the 15th Medium-Term Management Plan.

In overseas markets, which are expected to see future
growth, we have already begun expanding production
capabilities for our stainless steel cold-rolling joint venture
business in China (with completion planned in December
2005), while in the United States we have launched a project
to manufacture and sell automotive stainless steel pipe (with

commercial operations to commence in July 2005). We are
also actively investing Group management resources in the
creation of such business opportunities as the ongoing over-
seas development of ZAM, and building future potential for
earnings growth through alliances exemplified by a hot-
rolling agreement for stainless steel coils concluded recently
with Nippon Metal Industry Co., Ltd. In these ways, we
seek to enhance the Nisshin Steel Group’s corporate value.

In closing, I wish to thank you for your continued 
support of Nisshin Steel.

December 2004

Toshihiko Ono
President and Chief Executive Officer
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CONSOLIDATED BALANCE SHEETS
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
September 30, 2004 and 2003
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CONSOLIDATED STATEMENTS OF INCOME
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Six-month periods ended September 30, 2004 and 2003
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Six-month periods ended September 30, 2004 and 2003
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Six-month periods ended September 30, 2004 and 2003



1. BASIS OF PRESENTING FINANCIAL STATEMENTS
The accompanying consolidated financial statements have
been prepared from the accounts maintained by Nisshin
Steel Co., Ltd. (the “Company”) and its subsidiaries (together,
the “Companies”) in accordance with the provisions set
forth in the Japanese Commercial Code and in conformity
with accounting principles generally accepted in Japan,
which are different in certain respects as to the application
and disclosure requirements of International Financial
Reporting Standards.

Certain items presented in the consolidated financial
statements submitted to the Director of the Kanto Finance
Bureau in Japan have been reclassified for the convenience
of readers outside Japan.

2. CHANGE IN ACCOUNTING METHOD
Impairment of Fixed Assets
On August 9, 2002, the Business Accounting Council in
Japan issued “Accounting Standard for Impairment of Fixed
Assets”. The standard requires that fixed assets be reviewed
for impairment whenever events or changes in circum-
stances indicate that the carrying amount of an asset may not
be recoverable. An impairment loss shall be recognized in
the income statement by reducing the carrying amount of
impaired assets or a group of assets to the recoverable
amount to be measured as the higher of net selling price and
value in use.

The standard shall be effective for fiscal years beginning
April 1, 2005. However, an earlier adoption is permitted for
fiscal years beginning April 1, 2004 and for fiscal years ending
between March 31, 2004 and March 30, 2005.

Effective from the period under review, the Companies
have adopted this new standard. This change decreased
income before provision for income taxes by ¥3,139 million
(US$28,267 thousand) relative to what it would have been
had the previous method been used.

3. UNITED STATES DOLLAR AMOUNTS
U.S. dollar amounts included in the consolidated financial
statements and notes thereto represent the arithmetical
results of translating yen into dollars on a basis of
¥111.05=US$1, the effective rate of exchange at September
30, 2004. The inclusion of such dollar amounts is solely for
convenience and is not intended to imply that the yen
amounts have been or could be readily converted, realized
or settled in dollars at ¥111.05=US$1 or at any other rate.

4. SUBSEQUENT EVENT
The Company decided to issue a domestic unsecured bond
at the Board of Directors Meeting held on September 27,
2004. The bond was issued on November 2, 2004. Details of
the bond are as follows:

Total amount: ¥10,000 million
(US$90,050 thousand)

Interest rate: 0.79%
Due date: November 2, 2009

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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