Outline of Consolidated Results of Operations in First Half of FY2004

{billions of yen) 09-Nov-04
Results for the First Year-on-Year Comparison (Reference)  Non-consolidated Results Marubeni-Itochu Steel Inc.
Consolidated Statements of Income Half of FY2004 Qutliine of consolidated results of operations in first half of FY2004
@ Results Increase/Decrease | | First half year of FY2004 | Year-on-year Change
Sales 714.67 608.13 106.54 408.99 35.22
< Summary>>
Gross profit 45.47 3184 13.63 11.91 1.29
Japancse steelmakers worked at full capacity to meel increases in domestic demand as well s demand in China and Southeast Asia. Crude stee] output during the first half of fiscal 2004 was 5636 million tonnes, 1he fourth largest total in
(Gross profit ratio) (6.4%) (5.2%) (1.1%) (2.9%) (0.1%) history and the most since 56,6 million tomnes in the first half of fiscal 1980 Iron and steel cxports reachied a high of 17.38 million tonnes.

- — = The price of steel products alse rose as & result of an increase in glabal demand (particularly in China and Southeast Asia), a shortage of supply, and a rise in the costs of energy and the materials needed for iron and stez] production.
Selling, general and administrative exp -25.07 -24.02 -1.05 -8.22 0.11 The Company’s consolidated net income for the period was ¥10,1 billion, which not only exceeded the halé.year target of ¥4.5 billion, but also the full-year target of ¥7.5 billion and the target of ¥10 billion (full-year) projected under the
Provision for doubtful accounts -1.29 -1.33 0.04 027 0.44 medium-term management program ending In fiscal 2005. ‘This came about partly because the liquidation of inferior assets wes almost completed by fiscal 2003 and besause of impr in the busi i as evidenced by,
Consolidation Adjustment 20,04 0.0 20,03 0.00 0.00 among other facters, the improved steel market.

Operating income 19.08 6.48 12.60 342 1.84
_ < Explanation for consolidated statements>
Net interest Income -151 147 -0.04 -0.20 -0.04 i
Dividend income 046 0.36 0.10 111 031 | 1. Gross profit
Equity in eamnings of affiliates 1.43 0.93 0.56 0,00 0.60 Buring the term under review, both the company (; d) &nd de ic and overscas jes did well, and, as a result of the conversion of a damestic steel pipe company into a lidated subsidiary, d sales
Other non-operating income -1.40 0.23 -1.63 -0.54 0.10 increased by ¥106.5 billion (17.5%) to ¥714.7 billion,
Gross profit on salcs toteled ¥45.5 bittion, a year-on-year increasc of ¥13.6 billion or 42.8%. The gross profit ratio improved by 1.1 percentage point year on year (the result of the term under review wes 6.4%).
Ordinary income 18.11 6.52 11.59 3.9% 221
Extraordinary gain/loss -0.69 -0.24 -0.45 0.11 -0.48
. 2. Operating income
Income before income taxes 1743 6,29 11.14 3.90 1.73 I 3 g
Income taxes 691 275 415 -1.20 20.24 Selling, general and administrative cxpenses (SG&A) during the term under review, including the appropriation of funds to the doubiful account reserve, came ta ¥26.4 billion. On 2 non.consolidated basis, SG&A decreased in terms
Minority interests -0.39 -0.06 -0.33 0.00 0.00 of persannel expenses and the appropriation of funds 10 the doubtful account reserve, etc., but on a consolidated basis, they increased as a result of the incorporation of expenses due to the conversion of a domestic steel pipe company
inte a consolidated subsidiary and the incorporation of reserves against doubtful debt and a claim in the rehabilitation of 2 bankrupt company. Compared with the corresponding period of the preceding year, there was an increase of
Net income 10.13 347 6.66 2,70 1.49 ¥1.0 billion (4.1%). After sublracting SGiA, operating income d 10 Y19.1 billion, an increase of ¥12.6 billien (194.4%) over the corresponding period of the preceding year.
3 Consalidated-Nou-conwolidated yatin: 3,8

§Ratio [ 3. Ordinary income

1. Real income D ¥20.8 billion ¥7.62 billion ¥13.18 billion ¥4.6 billion ¥1.67 billion

4 : In termas of non-operating profit and loss, ¢xpenses at overseas companies increased. Gains in investment in affiliates to which the equity method is applied increased by ¥ 0.6 billion to 1.5 billion. This came about in part because
2. Shereholders’ equity ikl 14.1% 13.3% 0.8% 244% 0.1% affiliates to which the equity method is applicd did well, as did consolidated subsidiaries, and due to zn increase in dividend income (a rise of ¥0,1 billion over 1he corresponding period of the preceding year to ¥0.5 billion).
3. Net Debt-equity ratio (DER) [E:3H 27 23 0.1 1.3 0.0 As & result, ordinary profits tataled ¥18.1 billion, showing a year-on-year increase of ¥11.6 billion or 177.7%.

31 Real income = operaling income {except provision for doubtful accounts)  + net interest income + dividend
¥2 Regarding the sharcholders' equity and

in

come + equity in earnings of affiliates
net debt-equity ratio, comparisons with the figures as of the end of the preceding fiscal year are shown.

| 4. Net income before incomne faxes |

Ca Lidated Bala Sheet Results for the First| Comparison with the End of FY2003 {Reference) Non-consolidated Results Regarding extraordinary gains and Iosses, en extraordinary gain of ¥340 million in the selling of portfolio securitics, ctc., was cegistered, and a loss of ¥120 million from the sale of fixed assets was seen in addition to a loss of ¥250
nsongate alance (93 . million through asstt impaicment accounting, which is being applied ahead of schedule, Thus, dispositions were carried out for the improvemeat of cffici ding assets, On a non-consolidated basis, the extra benefit
Half of FY2004 Results (04/ 03) Change First hilf year of FY2004 | Change from the end of Y2003 for emgployees who retired before the n:l:n:)agl‘ory rl:ti:lement age (Y4SDami.l.linn) was registered, e ey e ¢ CrimsseTmeE b
Net income for the term ynder review came to ¥10,1 billion after subiracting income tax, etc, (16.9 billion), including the tax effect on non-distribated profits of consolidated subsidiaries (which were starting te be registered during
the term under review) and profit in minority interests (¥0. 4 billion), Thus, net income for the rm greatiy exceeded the ¥3.5 billion for the rorresponding period of the preceding year.
Current assets 463.30 427.46 35.83 201.01 8.96
Cash and its equivalenis 19.72 23.87 4.16 6.51 0.92 [ 5. Shareholders’ equity
Accounts receivable 330.12 310.64 19.48 165.87 312
Inventories g3 .88 74.92 18.96 16.86 242 Sharcholders’ equity at the end of the half-year term under review stood at ¥82.0 billion, en increase of ¥9.9 billion from the end of the preceding fiscal year. The risc was mainly due 1o an increase in the consolidated surplus brought
about by a sharp increase in camings, as well as a rise in the appraisal value of portfolio securities resulting from the firm condition of the stack market.
Other 19,58 18.03 1.56 11.77 251
- - - - - - The consolidated net worth ratio was 14.E%, a risc of 0.8 of a point over the end of the preceding fiscal year.
Fixed assets 119.91 115.00 491 85.84 5.65
Tangible assets 47,70 47.34 0.36 0.43 0.12 6. Interest-bearing liabilities
Intangible assets 3797 3.49 0.29 1.91 0.10 :
Investments and other assets 68.44 64.18 4.26 83.50 5.4 The balance of consolidated interest-bearing liabilitics at the end of the half-year term under review was ¥237.5 billion, an increase of ¥16.8 billion over the ead of the preceding fiscal year. The increase was due to a growing demand
Total assets 583.21 542.47 40.74 286.86 14.62 on funds aa;:mpa?ins:i sf!::rp r]::-. mdmg vull;lme at an American affiliate and the purchase of & light gauge steel framing manufacturer. The balance of non-consolidated interest-bearing lizbilities and those at other subsidiaries
Current liabilities 401.39 378.93 2245 157.04 6.96 et geperaly unchang fom the pressding yer's levels
Accounts payable 221.67 212.93 8.74 108.20 4.77
Short-term debts 152.52 142.51 10.00 42.95 230 . . . e < Details of profit and loss in first half of . N
Other 7720 23,49 371 5.90 o1 <Number of consolidated companies and the ratio of companies in the black>> consofidated subsidiaries/net income> < Prospect for fiscal 2004 on consolidated basis>
Fixed liabilities 97.87 89.37 8.50 59.68 3.50 : Net income _
Long-term debts 84,99 78.23 6.76 55.17 2.45 omsberemmm| Profitable | Unprofitable | Profitable ratio) Change from the previous term
Other 12.88 11.13 1.75 4.51 1.44 g | Oveseas Comporale subsidiasies 13 1] 13 0] 100.0% Parent company {adjusted) 0.6 billion . o -
— 2 - - " — — Net income 15.00 billio +8.72 billion
Total liabilities 499.26 468.30 30.96 216.73 10.86 & | Domestic companies 28 -1 27 1|  964% Consolidated subsidiarles 8.84 billion "
Minority interests 2.00 2.16 -0.16 0.00 0.00 2 | Overseas companies 27 0 25 2| 926% R 4.13 billion
Common stock/Capital surplus 52.37 52.37 0.00 55.92 0.00 m Total 68 -1 65| 3 95.6% Ober ubsilarics 4.71 billion
Retained earnings 23.71 15.42 8.29 528 1.70 5 | Domestic companies 20 -2 18 2l 90.0% Basiy melodapplidocacies | 0,70 billion
Other 587 4.22 1.65 8.93 2.06 % Overseas companies 17 -1 17 0] 100.0% Total 10.13 bilkion|
Total shareholders' equity 81.95 72.01 9.94 70.13 3.76 < Total 37 -3 35 2| 94.6%
Totat liabilitics, minority interests and sharcholders' cquity 583.21 542,47 40.74 286.86 14.62 Total 105 -4 100 5 952%




