One Suggestion
for promoting Green Steel Usage
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30% Higher Costs L3tEpaR -

Installing new method #»ztosA

... raw materials cost change + cost for installation
RAHEFE DL+ R iR E

In steelmaking with Hydrogen...

[raW matenal pnce] Reference Nikkei Jan 15t 2021
approx.
c,, [N 80« en
aO—9 X X 1 . 3
Hydrogen approx.
. 105 K (yen/ t)

At least 30 % Increase + cost for installation...
M TOE X THD30%T R MEFEREERE




The Necessity of Additional Value

“HnfE{E

Higher price, the same quality razonazsEcsse
_ BRFITH TR
=> More likely to LOSE

Old method costs Hcgé't'
HEXORBDTF KRBEED 18D
(X 13) #Ehin#E /A
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The Necessity of Additional Value

Higher price, Higher Higher quality s+ 4.t
EUMEEERETES L

=> Likely to WIN when needs exist

Old method costs H2... |+ Additional
cost Value

(X 1. 3) fh0{{E

—

Best For Consumers suzi-s-cixzim
Cheaper In Total _

How to satisfy both?
Best For Manufacturer

More Profit = U F (2 & - TIEINEE




Supply more valuable products

Processing increases value mrvz «mian sz =miie

Final

Products
ME &8 & g L T

—

For example... about cars

Material Parts

Bearing

Steel Car
Bolt
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Impact reducing Scheme @ Parts

MMM LTRELFOZEZMRE/NT S

E.g. 100 bearings
= 3.2 kg steel used

Price of steel = 170 K (yen / t) Nikkei (May 7t 2024,163-168 K)

winEt [ SRR IPYP
! b x1.5 +
=>+272
816 24872
50 % 0 T

Monotaro https://www.monotaro.com/g/00171691/



Impact reducing Scheme @ Car

One 1.6t car

https://messe.nikkei.co.jp/files/EP9834/6-
:112 t Steel used 202209261042090254.pdf Example of 1.6t car

https://www.subaru.jp/levorg/levorg/?=pcgnavi

Price of steel = 170 K (yen / t) Nikkei (May 7t 2024,163-168 K)
% S il 7% B EhE @

200 K 3.6 M

+ X 1.5 +
=+ 100 K

300 K 3.7 M

50 % 1 3% 1
Reference Impact reduced

SUBARU
https://members.subaru.jp/estimate_simulation/index.html?carm=levorg&btc=VWO0DO01&tcode=VN5D5VG&mop=GAC&ext=zlU&int=
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Profit Concentration s«

Operating profit margin 10 %0

B 25 R 360 K

3.4 %

/0K

5.5 %

Steel Chassiss., Cars
Total profit: 440 K yen

F I #EE

10K When

a 3.6 M yen car

360D EDIGE

(*1) Nextage (https://www.nextage.jp/buy quide/info/516036/)

About Profit ratio

https://www.jfe-holdings.co.jp/investor/zaimu/g-data/jfe/2023/2023-all240507.pdf 1
https://www.ntn.co.jp/japan/investors/pdf/fin/202494j.pdf https://www.subaru.co.jp/ir/finance/latest-results.html



https://www.nextage.jp/buy_guide/info/516036/
https://www.ntn.co.jp/japan/investors/pdf/fin/2024q4j.pdf
https://www.subaru.co.jp/ir/finance/latest-results.html

Cost Absorption -x s

Operating profit margin 10 %0
360 K

3.4 %

/0K

5.5 %

Steel Chassis Cars
Total profit: 440 K yen > 100 K (CN costs)

EmAENCNERZ LB S

10K When

a 3.6 M yen car

(*1) Nextage (https://www.nextage.jp/buy quide/info/516036/)

About Profit ratio

https://www.jfe-holdings.co.jp/investor/zaimu/g-data/jfe/2023/2023-all240507.pdf 12
https://www.ntn.co.jp/japan/investors/pdf/fin/202494j.pdf https://www.subaru.co.jp/ir/finance/latest-results.html



https://www.nextage.jp/buy_guide/info/516036/
https://www.ntn.co.jp/japan/investors/pdf/fin/2024q4j.pdf
https://www.subaru.co.jp/ir/finance/latest-results.html

Profit Increase .

Operating profit margin 10 %0
360 K

3.4 %

/0K

5.5 %

Steel Chassis Cars
Total profit: 440 K yen > 100 K (CN costs)

=> Profit 340 K yen (>10 K) Profit Gaining

(*1) Nextage (https://www.nextage.jp/buy_guide/info/516036/) REMDERTE & U FIZEZE K
About Profit ratio

https://www.jfe-holdings.co.jp/investor/zaimu/g-data/jfe/2023/2023-all240507.pdf 13
https://www.ntn.co.jp/japan/investors/pdf/fin/202404j.pdf https://www.subaru.co.jp/ir/finance/latest-results.html

10 K

When
a 3.6 M yen car



https://www.nextage.jp/buy_guide/info/516036/
https://www.ntn.co.jp/japan/investors/pdf/fin/2024q4j.pdf
https://www.subaru.co.jp/ir/finance/latest-results.html

Profit Increase

Operating profit margin 10 %0
360 K +

3.4 %

70 K + BElE & ZHIET L.

If Probable
Fixed cost
reduction

When
a 3.6 M yen car

5.5 %

Steel Chassis Cars
Total profit: 440 K yen > 100 K (CN costs)

=> Profit 340 K + yen (>10 K) Profit Gaining

10 K

(*1) Nextage (https://www.nextage.jp/buy guide/info/516036/) é N 7‘;; A *'JHE‘TEF
About Profit ratio
https://www.jfe-holdings.co.jp/investor/zaimu/g-data/jfe/2023/2023-all240507.pdf 14

https://www.ntn.co.jp/japan/investors/pdf/fin/202404j.pdf https://www.subaru.co.jp/ir/finance/latest-results.html



https://www.nextage.jp/buy_guide/info/516036/
https://www.ntn.co.jp/japan/investors/pdf/fin/2024q4j.pdf
https://www.subaru.co.jp/ir/finance/latest-results.html

JFE should buy related industries

R&D from now on is NOT realistic REESTROEREHS

— M&A with related industries
Merits: 1) Utilizing distribution channels  m#amzozs
2) Reduction in total fixed costs  EE#0HIR

SUBARU

NTN (bearing major)  (car manufacturer)

O

market\cap.

market cap.
approx. approx. total assets
170 billion yen llion yen 5500 billion yen

https://www.ntn.co.jp/japan/investors/pdf/annual/ntn_report2023.pdf

https://shikiho.toyokeizai.net/stocks/6472

https://www.subaru.co.jp/ir/library/pdf/Ir/Ir2023j.pdf? 2023-11-20

https://shikiho.toyokeizai.net/stocks/7270

https://www.jfe-holdings.co.jp/investor/finance/cashflow/index.html 15
\(Accessed 2024/05/07)



https://www.subaru.co.jp/ir/library/pdf/Ir/Ir2023j.pdf?_2023-11-20
https://www.subaru.co.jp/ir/library/pdf/Ir/Ir2023j.pdf?_2023-11-20
https://www.subaru.co.jp/ir/library/pdf/Ir/Ir2023j.pdf?_2023-11-20
https://www.jfe-holdings.co.jp/investor/finance/cashflow/index.html

Social Value ...z

Enabling Japanese steel companies
to profit from green steel gxpsumasts
51— BA TN E EIF B LI

plays a key role in building
a carbon-neutral society cn#zo#E-EELEEERET




Conclusion =ze»

Purchase the steel-related industries
would make the opportunities of H#FREXORR

O Friendly Steel marketing SR
O Reducton of the fixed costs

_ _ OE = 7l
O More profit collection

@IVE3)

to steel companies

& Social Value
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1.3 Times Higher CostS ..s0-x+

[raw material price]

Reference Nikkei Jan 15t 2021

approx.
EﬁCoal 80 k-yen/ t
) approx. ) x1.3
Hydrogen 105 k-yen/ t
K=

At least 30 % Increase + cost for install...
M TOL X THD30% R MME+ERESE

Adding cost directly? Possible?
itz LT L THRETELDH
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| ess-carbon-emission steel in demand
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Risk factor, Carbon Recycling

Europe is moving towards stricter regulations on

products cONCerning!GO2% L caa~0H#ists oim

Carbon Boarder Adjustment Mechanism (CBAM) BEuNESHExAEBIEE
A mechanism to impose the carbon price and cost applied to EU internal
operators on imports from outside the region from 2026 onwards.

4

KRB TRk
Furthermore, hydrogen reduction steelmaking(: HRS) is gaining

International attention for CN , so there is a risk that carbon use will be

denied in the future.
= hydrogen reduction steelmaking

— Ultimately, we should aim for HRS.
RMICIE, KEHHKZBIEITAE

https://www. jetro. go. jp/biznews/2023/10/bd8af91b782ab2a3f. html

https://www. japanmetaldaily. com/articles/-/140673



https://www.jetro.go.jp/biznews/2023/10/bd8af91b78ab2a3f.html
https://www.japanmetaldaily.com/articles/-/140673

= Imported product
o)

Now Product Cost
FY2026 Product Cost + carbon pricing
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