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Q. Economic trends and car sales in Europe seem to be weakening. Is Ovako's FY2019 profit
forecast a conservative estimate? Can you please explain about the basis for Ovako’s profit
forecast and the market environment in Europe?

A. Automakers still are struggling to adapt to Europe’s new fuel efficiency regulations and car sales
are declining, having a significant impact. However, Ovako's sales ratio for automobiles is around
50% while the sales ratio for automobiles of other special steel makers in Europe is 60 to 70%.
Ovako has sales in other areas such as large trucks, mining, and wind power generators, so we do
not think that Ovako’s sales will be heavily affected.

The forecast for Ovako’s FY2019 operating income is 5.6 billion yen, a slight decrease from the

actual numbers of FY2018, and we consider it a conservative estimate.

Q. You are moving forward on capital investments in connection with Sanyo Factory
Renovation under the 10th Medium-Term Plan. How much can we expect the effect of these
investments?

A. The investment in the No. 2 Bar & Wire Rod Mill is aimed at eliminating bottlenecks for smaller
diameter and smaller lot production. We think that this could increase the production capacity by
10% depending on product mix.

The amount to be invested in the No. 2 Bar & Wire Rod Mill is 20 billion yen in total, 13 billion yen
in FY2019 (rolling and finishing) and 7 billion yen in FY2020 (heating furnace). The investment in
rolling and finishing will be completed in January 2020, and we expect to enjoy the effect
simultaneously. The furnace construction will be completed in summer 2020, so this effect will be

added on in summer 2020.
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Q. It’s only been a few months since the integration with Ovako and Nippon Steel. Can you
give us the latest information about the synergies of this integration?

A. The most notable synergy is expected to come from rearranging and optimizing the manufacturing
sites, but we think that it will take 2 to 3 years because the customer’s approval will be required for
each item. On the other hand, we think that the effects from sharing operating know-how will
appear in a shorter time. Currently, two engineers from Sanyo and two engineers from Nippon
Steel are providing guidance on operations at Ovako. The effects are beginning to show as gains in
productivity and operating rates.

Q. According to a newspaper article, domestic capital investments will total 50 billion yen.
What does this 50 billion yen refer to? Can you also let us know about the progress of the
renovation at the No. 1 Factory as the second step in Sanyo Factory Renovation?

A. Half of 50 billion yen represents strategic investments in the No. 2 Factory (for example,
investments to eliminate bottlenecks at the No. 2 Bar & Wire Rod Mill), which is our main factory,
and the remaining amount represents general capital investments.

We are just getting started to work on warehousing facilities and infrastructure at the No. 1
Factory, which will take about two years. Then we will consider optimization, including full layout
changes of No. 1 Factory.

Q. Do you think that massive investments are required for a complete overhaul of the No.1
Factory?

A. We do not believe that it will cost so much. We already installed the completely vertical type bloom
continuous caster, the latest technology, at the No. 1 Factory in 2012, and we can utilize this facility
into the future. Although some equipment needs to be updated, we believe that we do not need to
upgrade all our equipment because we have been making improvements on our equipment
individually and continuously.

On the logistics, we will work to eliminate unnecessary procedures and focus on making

direct-linking of process.

Q.Is there anything that you have discovered or learned about Ovako since Sanyo made
Ovako a subsidiary in March 2019?

A. We learned that Ovako’s product lineup is quite good. However, we think that manufacturing
process needs to be improved because the effectiveness and efficiency of its processes are inferior
to our thought. Ovako has three steelmaking plants and we think we can upgrade each of them.
The facilities have been well maintained, and these are in anyway not obsolete to utilize. We have
clear targets of improvement for Imatra in Finland and Smedjebacken in Sweden among the three
steelmaking plants. We will have to work out the details about what should be done with Hofors in
Sweden where high-grade steel is manufactured. As our overall impression, it's a pretty good

company.
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. I’d like you to ask about demand and inventory of the bearing steel market.

. Most of bearing steel is used for automobiles, and consumption of automobiles hasn’t declined in

Japan or Asia, so we think that the level of demand has been maintained at a constant level.

On the other hand, capital investment is still in a wait-and-see situation due to the issues of
US-China trade friction and NAFTA. In terms of final usage, demand for steel related to capital
investment—such as machine tools, robots, and semiconductor manufacturing equipment—is
falling. Inquiries from customers are down to half compared with last summer.

Some people say that the demand for semiconductor manufacturing equipment will recover this
fall, but we are still cautious. There has been no decline in areas such as high-speed rail way and
wind power generator, so the demand varies depending on industry or business segment.

This document does not constitute an offer or invitation to subscribe for or purchase any
securities and nothing contained herein shall form the basis of any contract or commitment
whatsoever. This document is being furnished to you solely for your information and may
not be reproduced or redistributed to any other person. No warranty is given as to the
accuracy or completeness of the information contained herein. Investors and prospective
investors in securities of any issuer mentioned herein are required to make their own
independent investigation and appraisal of the business and financial condition of such
company and the nature of the securities. Any decision to purchase securities in the
context of a proposed offering, if any, should be made solely on the basis of information
contained in an offering circular published in relation to such an offering. By patrticipating in
this document, you agree to be bound by the foregoing limitations. This document contains
statements that constitute forward looking statements. These statements appear in a
number of places in this document and include statements regarding the intent, belief or
current expectations of Sanyo Special Steel Co., Ltd. or its officers with respect to its
financial condition and results of operations, including, without limitation, future loan loss
provisions and financial support to certain borrowers. Such forward looking statements are
not guarantees of future performance and involve risks and uncertainties, and actual results
may differ from those in such forward looking statements as a result of various factors. The
information contained in this document, is subject to change, including but not limited, to
change of economic conditions, financial market conditions, and change of legislation /
government directives.

Any statements in this document, other than those of historical facts, are forward-looking
statements about future performance of Sanyo Special Steel Co., Ltd. and its group
companies, which are based on management’s assumptions and beliefs in light of
information currently available, and involve risks and uncertainties. Actual results may differ
materially from these forecasts.
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