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Highlights of Special Steel Manufacturers’ Financial Results
for Fiscal Year Ended March 2020 

 
The following are Japan Credit Rating Agency, Ltd. (JCR)’s perception of the current status and 
highlights for rating concerning the financial results for the fiscal year ended March 2020 (FY2019) and 
earnings forecasts for FY2020 of 4 special steel manufacturers: Daido Steel Co., Ltd. (“Daido Steel”), 
Sanyo Special Steel Co., Ltd. (“Sanyo Special Steel”), AICHI STEEL CORPORATION (“AICHI STEEL“), 
and Mitsubishi Steel Mfg. Co., Ltd. (“Mitsubishi Steel Mfg.”) 
 
1. Industry Trend and Impact of COVID-19 Pandemic 
Domestic special steel production volume (on a hot rolled special steel production basis) in FY2019 
fell to 18.46 million tons, which was a figure below 20 million tons for the first time in 3 years (Chart 1). 
The increased slowdown of demand for the main automotive industry and weakened demands for 
industrial and construction machinery industries were factors for decreased special steel production 
volume. The COVID-19 pandemic impact in and after February 2020 also placed downward pressure 
on the demands. The demands are expected to further decline in FY2020 as indicated by movements 
towards temporary suspensions of plant operations by automakers.  
 In FY2019, demands for automotive industry and other industries slowed down overseas due to 
impact of the U.S.-China trade frictions, and demand for special steel weakened in China and 
Southeast Asia. In Europe and India, demand for special steel also fell due to recession. Following 
these falls, production of Japanese special steel manufacturers at their overseas bases also 
decreased. In FY2020, overseas demands for special steel will further weaken along with the COVID-
19 pandemic.  
 Steel scrap, primary raw material of steel, fell in FY2019. Following the fall, time lag of steel scrap 
surcharge became a factor for the 4 companies’ profit increase. Prices of secondary materials such as 
electrodes and refractories significantly increased in FY2018, but fell in FY2019 due to relaxed supply-
demand balance.  
 
2. Financial Results 
The 4 companies’ total net sales for FY2019 decreased 0.3% year-on-year to 1,112.2 billion yen, 
which was almost on a par with the figure for FY2018 (Chart 2). The increase by Sanyo Special Steel 
thanks to its making Ovako AB a consolidated subsidiary was offset by their decreased sales volume. 
Meanwhile, their total ordinary income decreased for 2 years in a row in FY2019, down 34.3% year-
on-year to 36.2 billion yen. The decreased sales volume put downward pressure on the performance. 
Sanyo Special Steel and Mitsubishi Steel Mfg. fell into an ordinary loss with large deterioration by this 
reason. Worsened business performance of overseas business and increased goodwill amortization 
also worked against Sanyo Special Steel’s business performance. AICHI STEEL, on the other hand, 
increased its ordinary income by covering the effects from volume decrease by its activities for 
earnings improvement. The 4 companies’ total net Income attributable to owners of parent for FY2019 
decreased a significant 95.1% year-on-year to 1.7 billion yen. In addition to the decreased ordinary 
income, recognitions of impairment losses on overseas businesses of Sanyo Special Steel and 
Mitsubishi Steel Mfg. are factors for the decrease of net income. The COVID-19 pandemic impacts on 
their financial results were small for FY2019.  
 The specialty steel sales volume in total of the 3 companies excluding Mitsubishi Steel Mfg., which 
did not disclose the volume, on an unconsolidated basis, decreased 13.5% year-on-year to 3.111 
million tons in FY2019 from 3.595 million tons in FY2018 due primarily to weakened demands for 
automotive, industrial machinery, and other industries as a result of intensified U.S.-China trade 
frictions.  
 As of the end of FY2019, the 4 Companies’ aggregate D/E ratio slightly worsened to 0.6x from 0.5x 
a year earlier (Chart 3). The capital investments which exceeded depreciation expenses increased the 
interest-bearing debt. Another factor for the deterioration of D/E ratio was decreased equity capital 
through recording of net losses by Sanyo Special Steel and Mitsubishi Steel Mfg. In particular, 
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Mitsubishi Steel Mfg. significantly deteriorated its financial structure due to the large impairment of 
equity capital and increased interest-bearing debt as a result of increased working capital burden for 
the purpose of stockpiling of products in preparation for repair of the No.2 blast furnace of Hokkai Iron 
& Coke Corporation in and after July 2020.  
 
3. Highlights for Rating 
All 4 companies say that their earnings forecasts for FY2020 are undetermined, as they have difficulty 
in rationally calculating the COVIID-19 pandemic impact. Daido Steel, on the other hand, announced 
that its net sales and ordinary income for the first half of FY2020 would be 180 billion yen (down 
28.7% year-on-year) and a loss of 3 billion yen (13.7 billion yen in the black during the same period a 
year ago), respectively. As production of its customers has fallen due to the COVID-19 pandemic, the 
decreasing sales volume will become a factor for the deterioration of business performance. As for 
other 3 companies, it is highly likely that their business performances in FY2020 will further deteriorate 
from those in FY2019 due to the decrease of sales volume associated with stagnant demand. 
Although Japan’s declaration of state of emergency was removed on May 25 across the country, it will 
take time for their customers to recover their production. JCR will pay the most attention to the trend of 
demand for special steel.  
 In the situation where severe business environment will continue for the time being, all companies 
are taking initiatives to control the worsening of business performance. Daido Steel plans to reduce 
costs up to 4 billion yen for the first half of FY2020 through cut in labor cost, increase of production 
efficiency, cost reduction, etc. Sanyo Special Steel is working on emergency measures for earnings 
improvement consisting of return of a part of compensation by the officers and directors, promotion of 
business suspension using employment adjustment subsidy and is expecting to annually generate 0.5 
billion yen through these measures. AICHI STEEL is implementing cost minimum production in line 
with the reduced production volume. Mitsubishi Steel Mfg. also plans to carry out emergency 
measures for earnings improvement such as cut in fixed expenses. JCR sees that they can control the 
worsening of business performances to a certain extent through these measures.  
 In recent years, Sanyo Special Steel and Mitsubishi Steel Mfg. have been strengthening their 
overseas businesses by entering upper process overseas through M&A. They have been struggling, 
however, due to fall in demand, etc., which then worked against their business performances. JCR will 
pay close attention to whether these 2 companies can improve their business performances through 
their ongoing measures including cost reductions, improvement of production efficiency, and 
enhancement of activities for sales expansion.  
 All companies have been making large capital investments to strengthen their competitive 
strengths over the past medium and long term. JCR assumes that they will take careful stance on their 
capital investments with concerns that their cash flow generating abilities will decline in the face of 
deteriorating business environment. Daido Steel plans to significantly reduce its capital expenditures 
for FY2020 from those expenditures for FY2019 (Chart 4). Mitsubishi Steel Mfg. also set forth its plan 
to control its capital expenditures, although the amount is undetermined. JCR sees that the increase of 
their interest-bearing debt will be controlled through these measures.  

Masayoshi Mizukawa, Akihiro Kondo 
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(Chart 1) Domestic Hot Rolled Special Steel Production Volume 

0

500

1,000

1,500

2,000

2,500

10 11 12 13 14 15 16 17 18 19

(10 thousand tons)

(FY)  
Source: Prepared by JCR based on The Japan Iron and Steel Federation 
 

(Chart 2) Consolidated Financial Performance of 4 Special Steel Manufacturers 
(JPY 100 mn, %) 

   
Net Sales 

 Ordinary 
Income 

 Ordinary 
Income/Net 
Sales Ratio 

Net 
Income* 

 

   YOY YOY YOY 

Daido Steel FY2018 5,432 7.5 343 -4.9 6.3 211 -11.4 

 (5471) FY2019 4,904 -9.7 242 -29.2 5.0 109 -48.1 
 FY2020 Forecasts Undetermined       

Sanyo Special Steel FY2018 1,858 18.0 94 -11.5 5.1 77 9.8 
 (5481) FY2019 2,624 41.2 -15 - - -37 - 
 FY2020 Forecasts Undetermined       

AICHI STEEL FY2018 2,573 8.9 113 -3.8 4.4 65 -20.5 
 (5482) FY2019 2,422 -5.9 137 21.7 5.7 85 31.4 
 FY2020 Forecasts Undetermined       

Mitsubishi Steel Mfg. FY2018 1,293 9.0 1 -95.9 0.1 2 -90.3 
 (5632) FY2019 1,171 -9.5 -2 - - -140 - 
 FY2020 Forecasts Undetermined       

Total FY2018 11,157 9.6 552  -10.1 4.9 356 -15.1 
 FY2019 11,122 -0.3 362 -34.3 3.3 17 -95.1 
 FY2020 Forecasts Undetermined       

*Net Income Attributable to Owners of Parent 
Source: Prepared by JCR based on financial materials of above companies 
 
(Chart 3) Financial Structure of 4 Special Steel Manufacturers 
         (JPY 100 mn, times, %) 

 End of Interest-bearing 
Debt Equity Capital D/E Ratio Equity Ratio 

Daido Steel FY2017 1,594 2,844 0.6 44.3 
 (5471) FY2018 1,742 2,855 0.6 43.9 
 FY2019 1,924 2,735 0.7 43.7 
Sanyo Special Steel FY2017 440 1,275 0.3 61.0 
 (5481) FY2018 913 1,956 0.5 52.3 
 FY2019 742 1,783 0.4 54.4 
AICHI STEEL FY2017 473 1,518 0.3 55.2 
 (5482) FY2018 596 1,526 0.4 52.6 
 FY2019 594 1,546 0.4 55.2 
Mitsubishi Steel Mfg. FY2017 420 626 0.7 40.9 

(5632) FY2018 422 590 0.7 38.5 
 FY2019 551 426 1.3 30.1 
Total FY2017 2,929 6,265 0.5 49.0 
 FY2018 3,674 6,928 0.5 47.2 
 FY2019 3,812 6,491 0.6 47.2 

Note: interest-bearing debt covers corporate bonds, CP and borrowings 
Source: Prepared by JCR based on financial materials of above companies 
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(Chart 4) Capital Expenditures of 4 Special Steel Manufacturers 
  (JPY 100 mn) 

  Capital Expenditures Depreciation Expense 

Daido Steel FY2018 356 207 
 (5471) FY2019 375 247 
 FY2020 Forecasts 277 261 
Sanyo Special Steel FY2018 106 93 

(5481) FY2019 275 150 
 FY2020 Forecasts Undetermined  
AICHI STEEL FY2018 209 144 
 (5482) FY2019 200 158 
 FY2020 Forecasts Undetermined  
Mitsubishi Steel Mfg. FY2018 59 44 
 (5632) FY2019 77 36 
 FY2020 Forecasts Undetermined  
Total FY2018 374 282 
 FY2019 553 345 
 FY2020 Forecasts -  

Source: Prepared by JCR based on financial materials of above companies 
 
<Reference> 

Issuer: Sanyo Special Steel Co., Ltd. 
Long-term Issuer Rating: A  Outlook: Stable 

Issuer: AICHI STEEL CORPORATION 
Long-term Issuer Rating: A  Outlook: Stable 

Issuer: Mitsubishi Steel Mfg. Co., Ltd. 
Long-term Issuer Rating: BBB  Outlook: Stable 
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