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 Millions of yen Percent Thousands of U.S. dollars1

 (except per share amounts) change (except per share amounts)

 2006 2005 2004 (2006/2005) 2006

Net sales ....................................... ¥ 556,057 ¥ 535,721 ¥ 451,452  3.8 % $ 4,733,609

Net income...................................  24,464  24,123  9,786  1.4   208,257

Total assets ...................................  718,237  682,542  637,247  5.2   6,114,216

Total shareholders’ equity ...........  315,595  276,635  249,416  14.1   2,686,601

 

Net income per share2..................... ¥ 25.98 ¥ 25.19 ¥ 10.10  3.1% $ 0.22

Cash dividends per share2 ..............  6.00  5.00  4.00  20.0   0.05

Notes: 1.  Unless indicated otherwise, all dollar figures herein refer to U.S. currency. Yen amounts have been translated into U.S. dollars,
for convenience only, at ¥117.47 = US$1, the effective rate of exchange at March 31, 2006.

  2.  Per share figures are in yen and U.S. dollars.

Consolidated Financial Highlights
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Years ended March 31, 2006, 2005 and 2004
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To Our Shareholders and Investors

Overview of the Year to March 31, 2006

The Japanese economy returned to the path of mod-

erate recovery as exports increased on the back of 

the robust Chinese and U.S. economies. At home, 

improved corporate earnings led to an expansion in 

private-sector capital spending and improved employ-

ment conditions helped personal consumption retain 

its underlying strength. 

Despite some worrying trends such as rising pur-

chasing prices of raw materials and fuels and move-

ments of domestic steel inventory levels, the steel 

industry overall faced a favorable environment, with 

crude steel production exceeding 110 million metric 

tons for the third consecutive year on the back of firm 

demand, particularly from the manufacturing sector.

In such a business environment, the Nisshin Steel 

Group carried out a number of measures to further 

strengthen its operating foundation.

On the sales front, as steady demand from auto-

makers and other manufacturers continued, we 

focused on sales of highly competitive products 

including specialty steel and ZAM (hot-dipped zinc-

aluminum-magnesium coated steel), and vigorously 

pursued demand-based, profitability-oriented sales 

activities amid domestic as well as global inven-

tory adjustments. From the standpoint of securing a 

level of profits necessary for reproduction, we also 

reflected rises in prices of raw materials and fuels 

in our selling prices with the understanding of cus-

tomers. In stainless steel, we undertook a thorough 

review of contract terms and conditions, including 

changes in settlement terms and the pricing system. 

To support this sales policy, we took steps to rein-

vigorate and bolster production facilities for stable 

supply of products meeting customer needs, and 

implemented cost-reduction measures such as produc-

tivity enhancement through technological improve-

ments. In December 2005, the operation of the blast 

furnace No. 1 at our Kure Works became unstable, 

which may have caused some concern to sharehold-

ers. However, the furnace is now back in good work-

ing condition. We will continue to make devoted 

efforts to maintain the plant’s stable operation.

In overseas markets where we see a large poten-

tial for business expansion, Wheeling-Nisshin, Inc., a 

surface-treated steel sheet joint venture in the United 

States, turned in stable performance, while Nisshin 

Automotive Tubing LLC, another joint venture for 

stainless pipes for automobiles, started full-fledged 

supply of products mainly to Japanese automakers 

operating in the U.S. market, setting up an operation 

to provide products comparable to the Japanese mar-

ket. In China, we established the Guangzhou office 

as a new base of our activity in the Chinese market in 

addition to the existing Shanghai office. With Ningbo 

Baoxin Stainless Steel Co., Ltd. (Ningbo, Zhejiang 

Province), a joint venture for cold rolled stainless 

steel, as our production base, we have thus set 

up a well-organized operation to cater to the 

Chinese market that is likely to increasingly expand in 

coming years.  

As a consequence, for year ended March 31, 2006, 

we reported consolidated net sales of ¥556,057 mil-

lion (up 3.8% year on year), consolidated income 

before special items of ¥63,153 million (up 4.9%), and 

consolidated net income of ¥24,464 million (up 1.4%). 

On a non-consolidated basis, we reported net sales 

of ¥415,548 million (up 6.3%), income before special 

items of ¥63,117 million (up 21.9%), and net income 

of ¥27,156 million (up 17.3%).
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Outlook for the Year Ending March 31, 2007

While the Japanese economy is expected to stay on 

the path of recovery for the time being, supported 

by firm private-sector demand, there also are some 

disquieting factors such as the impact of possible 

changes in interest rates and crude oil prices.

In the steel industry, we expect to see sustained 

firm domestic demand from automakers and other 

manufacturers. However, due to the impact of the 

sharp rise in production capacity in China, the global 

overcapacity of commercial-grade products and the 

polarization of markets between commercial grades 

and high-value-added products are likely to continue 

for some time to come. In tandem with sharply ris-

ing demand for raw materials including iron ore and 

coking coal, prices of materials are expected to stay 

at high levels for the time being. Since prices of zinc, 

aluminum and some other commodities have been ris-

ing substantially since last summer, on top of higher 

nickel prices, we find ourselves in a situation where 

no optimism is warranted.

Given the business climate described above and 

a range of measures for management improvements 

the Nisshin Steel Group plans to implement going 

forward, our current earnings outlook is as follows: 

The earnings outlook is based on a set of assump-

tions that we deem reasonable at present, and may 

vary significantly due to rapid changes in economic 

conditions of the major markets ( Japan, Asia and 

other markets) as well as product supply and demand, 

large fluctuations in foreign exchange rates, and major 

fluctuations in the capital market.

Basic Policy on Returns to Shareholders

On distribution of profits, we will return the results 

of business operations to shareholders under the basic 

policy of paying appropriate dividends in accordance 

with consolidated results while securing retained 

earnings necessary for business operations going for-

ward to reinforce our financial strength and enhance 

corporate value as well as considering the future 

business outlook. 

With the total return ratio combining dividends 

and share buybacks as the benchmark of returns to 

shareholders, we will seek to set the ratio at around 

20% to 30% of consolidated net income, in principle, 

for each year, while placing importance on dividends 

as the basic form of return to shareholders while also 

supplementing them with share buybacks carried out 

in a timely manner from the standpoint of a flexible 

capital policy.

We plan to invest retained earnings to secure 

sustainable growth of profits for enhanced corporate 

value and to enhance competitiveness, and also to 

maintain and bolster our financial strength.

In light of the operating results of the fiscal year 

under review, economic conditions and business 

prospects going forward, we plan to propose term-

end dividends of ¥3.00 per share, increasing annual 

payments to ¥6.00 per share from the previous year’s 

¥5.00 per share.

I would like to offer my appreciation to all sharehold-

ers and investors for their continued support.

June 2006

Hideo Suzuki

President and Chief Executive Officer

Billions of yen

Consolidated 
earnings outlook

Non-consolidated
earnings outlook

Interim Full year Interim Full year

Net sales ¥290 ¥590 ¥220 ¥450

Operating 
income

20 46 18 42

Income before 
special items

17 40 15 36

Net income 9 22 8 20
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Management’s Discussion and Analysis

Financial Position

Consolidated total assets at the close of the year ended 

March 31, 2006 stood at ¥718,237 million, up ¥35,695 

million from the end of the previous year. While notes 

and accounts receivable declined by ¥23,221 million, 

inventories rose by ¥27,112 million due to rises in 

prices of raw materials and fuels, and investments in 

securities also increased, by ¥36,813 million, mainly 

due to larger unrealized gains on stockholdings.

Total liabilities declined by ¥3,774 million from the 

end of the previous year, to ¥393,007 million. Notes 

and accounts payable increased by ¥6,863 million 

due to rises in prices of raw materials and fuels, and 

deferred income taxes also rose, by ¥12,054 million, 

due to expanded unrealized gains on investments 

in securities. However, borrowings and other 

interest-bearing debt were reduced by ¥16,860 

million, and income taxes payable also declined, by 

¥14,835 million.

Total shareholders’ equity increased by ¥38,960 

million over the end of the previous year, to ¥315,595 

million. Net income amounted to ¥24,464 million, 

and unrealized gains on available-for-sale securities 

rose by ¥21,117 million, while dividend payments 

amounted to ¥5,180 million and treasury stock worth 

¥3,602 million was bought back.

Cash Flows

Net cash provided by operating activities totaled 

¥42,411 mill ion, mainly due to income before 

provision for income taxes of ¥47,498 million, 

depreciation and amortization of ¥23,258 million, an 

increase in reserves for employee retirement benefits 

of ¥5,118 million, a drop in notes and accounts 

receivable of ¥23,466 million, a rise in inventories of 

¥26,799 million, an increase in notes and accounts 

payable of ¥6,302 million, and income tax payments 

of ¥37,682 million.

Net cash used in investing activities totaled 

¥22,877 million, due mainly to acquisition of tangible 

fixed assets of ¥17,949 million and acquisition of 

investments in securities of ¥3,618 million.

In terms of net cash flows from financing activities, 

the free cash flow generated by the above, ¥19,534 

million, was appropriated for reduction of borrowings 

and other interest-bearing debt of ¥17,564 million, 

acquisition of treasury stock of ¥3,602 million, and 

payments of cash dividends of ¥5,180 million.

Due to the above and with the addition of foreign 

currency adjustment to cash and cash equivalents, 

the consolidated balance of cash and cash equivalents 

at the end of the fiscal year under review came to 

¥18,984 million, down ¥6,916 million from the end of 

the previous year.

Forward-Looking Statements
The forecasts presented in this report are based on certain assumptions, rationally established by the Company at the time of 
preparation. Projected results may differ materially due to changes in the business environment or product demand in principal 
markets (Japan, Asia, etc.), significant fluctuations in exchange rates, or major shifts in capital market rates.
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Medium-Term Consolidated 
Management Guideline
Targets, Strategies and Progress

After thoroughly considering a range of issues 

involved and efforts required to achieve sustainable 

growth from a medium- and long-term perspective, 

the Nisshin Steel Group worked out the management 

goals for the year ending March 31, 2009 as “Medium-

Term Consolidated Management Guideline.” The 

Medium-Term Guideline also addresses various future 

medium-term management challenges relating to 

growth and various potential risks and the responses 

that will be required in the rapidly changing business 

environment.

We will seek to further enhance consolidated 

corporate value by realizing a growth strategy under 

the Medium-Term Guideline and also intend to prop-

erly share the results of operations obtained with 

shareholders in line with the policy of returning 

profits to shareholders as newly set out under the 

Medium-Term Guideline.

6

Management Goals  (Millions of yen, except where noted)

Results (Year ended March 31, 2006) FY2008 Goals (Year ending March 31, 2009)

Consolidated Non-consolidated Consolidated Non-consolidated

Net sales ¥556,057 ¥415,548 ¥610,000 ¥460,000

Income before special items 63,153 63,117 80,000 70,000

Net income 24,464 27,156 45,000 40,000

Cash fl ows from operating activities 42,411 40,383 65,000 60,000

Interest-bearing debt 169,135 154,251 180,000 175,000

Total assets 718,237 622,789 780,000 680,000

ROS 11.4% 15.2% 13% 15%

ROA 9.3% 10.8% 10% 11%

ROE 8.3% 10.0% 12% 12%

EPS ¥25.98/share — ¥50/share —

BEP — 64% — 64%

D/E ratio 0.54 0.53 0.46 0.49

Interest-bearing debt/cash fl ows from operating activities 4.0 3.8 2.8 2.9

Notes: Assumptions for the year ending March 31, 2009 are an exchange rate of US$1=¥110 and crude steel output 

of 4.2 million tons/year (including 700,000 tons/year of stainless steel). ROS (return on sales) = Income before 

special items/net sales. ROA (return on assets) = Business profit (income before special items + interest expense)/

total assets. ROE (return on equity) = Net income/shareholders’ equity. EPS (earnings per share) = Net income/ 

(number of shares outstanding – treasury shares). BEP = Breakeven point. D/E ratio = Interest-bearing debt/

shareholders’ equity.

Direction of Management of the Nisshin Steel 

Group

In the years ended March 31, 2005 and 2006, the 

years covered by the preceding Medium-Term 

Management Plan, we bolstered our financial base 

by securing steady profits that were much larger 

than initially forecast. Under the Medium-Term 

Guideline, to maximize the Group’s corporate 

value, we will aggressively and intensively invest 

management resources in areas where we are strong, 

making strategic moves to ensure further growth and 

responding to the changing environment at home 

and abroad.
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Specific Strategies

(1) Sustainable growth

(1)-1 Advance into areas not affected by competition

a.  Expansion of strategic products by strengthening 

sales capabilities (stainless steel, specialty steel, 

unique coated products)

•  Proportion of strategic products: From the present 

42% to 47% in the year ending March 31, 2009 (over 

50% in the future)

b. Building materials/processing

•  Creation of new markets by drawing upon the 

collective capability of the group and strengthening 

product development

c. Steel pipe business

•  In stainless steel pipes, shift to automotive exhaust 

pipes and piping

•  In ordinary steel pipes, development of strategic 

products (ZAM, specialty steel, high value-added 

products)

(1)-2  Business operations specializing in our strong 

areas in growth markets (overseas)

•  Promote operations in our strong areas (stainless 

steel, surface treatment and other processing), using 

existing overseas bases and working jointly with 

partners

(1)-3  Promotion of strategic partnership with domestic 

firms

(2) Securing product superiority

(2)-1  Maintaining product superiority and boosting 

market creation by strengthening product 

development and research and development 

capabilities

•  Raising the proportion of new products/demand 

developments (from the present 27% to 45% in the 

year ending March 31, 2009)

•  Aggressive resource investment into R&D and 

market development

(2)-2 Strengthening cost-competitiveness

•  Goal for reduction of variable costs in the year 

ending March 31, 2009: ¥9.0 billion/year (compared 

with the non-consolidated estimate in the year ended 

March 31, 2006) 

(2)-3 Establishment of optimum production system

•  Proactively promote investment conducive to 

stronger competitiveness and growth Consolidated 

capital spending: ¥137.0 billion (on a construction 

basis, total for the years ending March 31, 2007 to 

2009)

(2)-4 Securing a stable supply of raw materials

• Stronger ties with suppliers

Strengthening Consolidated Management

(1)  Sharing the Group strategy based on consolidated 

management policy 

(2)  Optimum allocation of the Group’s management 

resources 

(3)  Reinforcement of joint R&D systems with group 

companies

Investment in Human Resources

(1)  Securing, proactive fostering and prioritized 

assignment of human resources for promotion of 

strategies  

•  Number of new employees hired (total for the 

years ending March 2007 to 2009): 690 (430 for 

Nisshin Steel) 

(2)  Maintaining and reinforcing shop floor strength 

through continuous handover of skills 

(3)  Total efficiency and streamlining of business 

operations

Medium- and Long-Term Challenges for Growth

In parallel with the implementation of the Medium-

Term Guideline, we will deal with medium- and 

long-term challenges for growth, and achievements 

made in the course of the period will be reflected in 

the Guideline.

Potential Risks

Taking into account the rapidly changing business 

environment at home and abroad, we will identify 

potential risks during the implementation period 

of the Medium-Term Guideline as well as measures 

to avert these risks, thereby establishing a system 

under which we will be able to rapidly respond to any 

deterioration in the business environment.
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Consolidated Seven-Year Summary
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
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Consolidated Balance Sheets
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
March 31, 2006 and 2005
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Consolidated Statements of Income
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Years ended March 31, 2006 and 2005
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Consolidated Statements of Shareholders’ Equity
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Years ended March 31, 2006 and 2005
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Consolidated Statements of Cash Flows
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Years ended March 31, 2006 and 2005



15

Notes to Consolidated Financial Statements
Nisshin Steel Co., Ltd. and its consolidated subsidiaries
Years ended March 31, 2006 and 2005
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Investor Information
(As of March 31, 2006)

Nisshin Steel Co., Ltd.

Registered Head Office  Shinkoukusai Building, 4-1, Marunouchi 3-chome,  

Chiyoda-ku, Tokyo 100-8366, Japan 

Telephone: (81)-3 3216-5566 Facsimile: (81)-3 3216-5546

Year of Establishment  1928

Year of Incorporation  1959

Common Stock  Authorized: 3,977,964 thousand shares

 Issued: 994,500 thousand shares

 Capital: ¥79,913,126 thousand

Common Stock Price Range

(Tokyo Stock Exchange) 
 2006 2005 2004

 High Low  High Low  High Low

 First Quarter ¥292 ¥250 ¥245 ¥184 ¥138 ¥69

 Second Quarter 420 266 247 205 207 113

 Third Quarter 439 333 258 227 237 155

 

 Fourth Quarter 416 337 300 236 237 182

 Note: Years ended March 31.

Number of Shareholders  58,355

Independent Certified Public Accountants   ChuoAoyama PricewaterhouseCoopers

For further information or additional copies of our corporate brochure or annual report, please contact the Public & Investor Relations Team.

Public & Investor Relations Team

General Administration Department

Nisshin Steel Co., Ltd.

Shinkoukusai Building, 4-1, Marunouchi 3-chome, Chiyoda-ku, Tokyo 100-8366, Japan

Telephone: (81)-3 3216-5566  Facsimile: (81)-3 3216-5546
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Board of Directors, Corporate Auditors, and Executive Officers
(As of June 28, 2006)

Directors

Toshihiko Ono*1

Hideo Suzuki*2

Takashi Nagai*2

Shigeaki Matsunaga

Makoto Yada

Fumio Oda

Yuji Kashihara

Yoshikazu Tsuda 

*1 Chairman of the Board of Directors 
*2 Representative Director

Auditors

Takashi Sugiyama*3

Toshiaki Ouchi

Hiroaki Shinagawa

Masanori Imanaga

Yoichiro Yamakawa

*3 Standing Auditor

President and Chief Executive Officer

Hideo Suzuki

Vice-Presidents and Executive Officers

Takashi Nagai

Shigeaki Matsunaga

Makoto Yada

Managing Executive Officers

Fumio Oda

Yuji Kashihara

Yoshikazu Tsuda

Yoshifumi Hiraoka

Kenji Minami

Yukio Nariyoshi

Takafumi Fukami

Executive Officers

Harumi Tomoyasu

Toshio Miura

Toshinori Miki

Akira Ichii

Yukio Uchida

Hideyuki Moriya

Koji Tomita

Tadashi Nakagawa

Hiroshi Takahashi

Koji Mizumoto

Katsuhisa Miyakusu
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