Record of Telephone Conference Concerning FY2021 Q3 Results

Reference: FY2021 Q3 Results & FY2021 Forecast

https://www.mitsui-
kinzoku.com/LinkClick.aspx?fileticket=KyYWAP60OdvM%3d&tabid=204&mid=824&Tab
Module903=0

Note:

PKG = Package substrate

HDI = High density interconnect

B Explanation
Sales and Earnings o
MITSUI
KINZOKU

(Unit: Billion yen)

Ordinary Income

L ]

Operating Income

Net Income
112 ¥ attributable to owners
. . of parent

1 1
1 522.9
519.2 A5 o E i .
b
1 1
1 1
[ 1
[ '
) 1
1 1
1 1
| '
[ ]
1 1
. L | L L A1 IL- - II L
"18/3 '19/3 '20/3 '21/3 '22/3 2112
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DOE 2.5% 2.5% 2.5% 2.5% 2.5%

Forecast

asof Feb 9 1
Please refer to page 1 about Sales and Earnings.

In the cumulative Q3 of the fiscal year, net sales were JPY463.7 billion, operating income was
JPY42.7 billion, ordinary income was JPY45.8 billion, and net income attributable to owners of
parent was JPY36.9 billion.

For the fiscal year ending March 2022, we forecast net sales of JPY630.0 billion, operating
income of JPY55.0 billion, ordinary income of JPY58.0 billion, and net income attributable to
owners of parent of JPY43.0 billion.

For the period from January to March, we are assuming an LME zinc price of 3,550$/t, an LME
lead price of 2,300%/t, an LME copper price of 420 ¢ /Ib, and an exchange rate of 114yen/$.

The dividend will be JPY100 per share, and no revision has been made to the previously
announced dividend forecast.



FY2021 Ordinary Income Forecast :
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EMain factor (Unit: Billion yen)
- Copperfoil +1.8 +1.0
- Catalysts +0.4 | f_1_|
S +30  -20
= 58.0
K +1.2
: +1.3 +0.1
+2.4 Profit increase by
52.0 L 6.0 billion
Engineered Metals Automotive  Affiliates Inventory PGM price
Materials Parts & Coordination  factors difference on
Components & others " Catalysts
EMain factor EMain factor
+ LME/Forex +0.7 - Engineered Maternials +0.6
+ Equity gains/losses +0.7 + Metals +22
- Mineral Resources Div. +0.6 - Affiliates Coordination +0.2
+ Hibi Smelting -1.0 :
Ordinary Income Ordinary Income
Forecast for Forecast for
FY2021 FY2021
on Nov 9th on Feb Sth 2

I would like to continue with the explanation of the forecast for the full fiscal year, comparing it
with the forecast announced on November 9.
Please see FY2021 ordinary income on page 2.

The ordinary income forecast announced on November 9 was JPY52.0 billion, but we have
revised it upward by JPY6.0 billion to JPY58.0 billion. Looking at the breakdown, the third factor
from the right on the graph is inventory, which has improved by JPY3.0 billion. On the right, the
impact of the decline in PGM prices in the Catalyst business was a negative JPY2.0 billion.

Excluding these factors, looking at the results by segment, the Engineered Materials segment
saw an upward revision of JPY2.4 billion. The Copper Foil business revised upward by JPY1.8
billion due to higher than previously forecasted sales volume of MicroThin™ for HDI in particular.
The upward revision of JPY0.4 billion was mainly due to increased sales of catalysts for
motorcycles and sales mix difference in the Catalyst business.

In the Metals segment, the upward revision was JPY1.3 billion, mainly due to higher market
prices.

In the Automotive Parts & Components segment, sales are expected to be almost the same as
the previous forecast.

In the Affiliates Coordination & others, there was an upturn of JPY1.2 billion, mainly due to the
impact of the weaker yen.



Statements of income :
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(Unit : Billion yen) | Resuts | | Forecast |
'21/1Q1-3 '20/Q1-3 Difference 2021 2020 Difference 2021  Difference
Forecast Forecast
as of Nov 9
Net Sales 463.7 361.8 101.9 630.0 522.9 107. 625.0 5.0
28.1% 20.5% 0.8%
Cost of sales 375.7 293.2 82.5 - = - % g
Gross Profit 88.0 68.7 19.3 - - - - -
285.1%
SG&A expenses 45.3 38.4 6.9 = = = < &
18.1%
Operating Income 42.7 30.3 12.4 55.0 511 39 51.0 4.0
Naon-operating income/expenses 3.1 -2.8 5.8 3.0 0.1 2.9 1.0 2.0
-net
Ordinary Income 45.8 27.5 18.2 58.0 51.3 6.7 52.0 6.0
Extraordinary profitlosses-net 0.0 -8.8 BtB -1.0 34 -4.5 0.2 -1.2
Net Income before 45.8 18.7 271 57.0 547 2.3 52.2 4.8
income taxes 144.5% 110 .10
Income taxes & minority interests 8.9 4.7 4.3 14.0 9.9 4.0 13.2 0.8
Netincome affributable to 36.9 14.1 22.8 43.0 44.8 -1.8 39.0 4.0
owners of parent . L -
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| will explain the results for the cumulative Q3 of the fiscal year and the outlook for the full fiscal
year. Please see Statements of income on page 4.

For the cumulative Q3, net sales increased by JPY101.9 billion or 28.1% YoY, to JPY463.7
billion, mainly due to higher prices of metals including precious metals and increased sales
volume of MicroThin™,

Operating income improved by JPY12.4 billion, or 40.9% YoY, to JPY42.7 billion due to strong
sales of MicroThin™ and higher non-ferrous metal prices, despite a large decrease in profit in
the Catalysts business due to the downward trend in palladium and rhodium prices this quarter.
Ordinary income improved by JPY18.2 billion, or 66.2%, to JPY45.8 billion. Net income
improved by JPY22.8 billion to JPY36.9 billion, partly due to the fact that a loss on the sale of
interests in the Caserones copper mine was recorded in the previous fiscal year.

I will explain the full-year forecast for each segment later.



Performance by Segment — Engineered Materials o
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We will explain the situation in each segment.
First, Engineered Materials segment. Please see page 13.

Ordinary income for the cumulative Q3 was JPY19.2 billion, an increase of JPY3.9 billion from
the same period last year. The main factor was a JPY5.7 billion increase in profit in the Copper
Foil business, mainly due to strong sales of MicroThin™. In the PVD Materials business, there
was a significant increase in profit of JPY2.4 billion due to an upturn in inventory factors of
JPY1.5 billion caused by the rise in indium prices and an upturn in unit sales prices. However,
in the Catalyst business, PGM prices, which had been on an upward trend in the previous fiscal
year, were on a downward trend in the current fiscal year, resulting in a negative impact of
JPY4.8 billion for the current fiscal year instead of a positive impact of JPY1.3 billion in the
previous fiscal year by QP difference. The difference of JPY6.1 billion from the previous year
had a significant negative impact, resulting in a JPY5.4 billion decrease in income from catalysts,
which offset the increase in income from copper foil.

The forecast for ordinary income is JPY25.0 billion, an improvement of JPY1.0 billion from the
forecast announced on November 9. This was mainly due to the strong sales of MicroThin™
for HDI in particular.



Performance by Segment — Metals
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Metal segment. Please refer to page 14.
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Ordinary income for the cumulative Q3 was JPY24.4 billion, an increase of JPY10.8 billion from
the same period last year. Of this total, JPY5.8 billion was due to favorable trends in nonferrous
metal prices and foreign exchange rates, of which JPY4.6 billion was due to market fluctuations.
In addition, equity in earnings of affiliates improved by JPY4.5 billion, but the main reason for
this is that the negative impact of JPY3.1 billion from Caserones in the previous fiscal year has

disappeared.

The forecast for ordinary income is JPY30.5 billion, an improvement of JPY3.5 billion from the
forecast announced on November 9. The breakdown is as shown on page 2, and the main
reason is the increase in profit due to the rise in market prices, including inventory factors.



Performance by Segment — Automotive Parts & Components :
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FY2021 | FY2020 FY2021 | FY2020 FY2021
Q1-3 Q1-3 Bt Forecast Ex: e Ot
as of Nov.Sth
HSales 58.2 58.8 -0.6 81.0 81.1 -0.1 79.0 2.0

M Operating income -01 0.9 -1.0 0.4 1.4 -1.0 0.3 0.1

M Ordinary income 0.7 1.3 -06 1.0 1.9 -0.9 0.9 0.1

[Mitsui Kinzoku ACT] (Main Applications) Difference Analysis of Ordinary income
20Q1-3 FY2020
i . —21Q1-3  —FY2021 Forecast

Automotive Parts & +Door locks for automobiles

Components Sales Volume 0.0 0.0
Cost down 0.8 1.7
Others 3 -1.4 -2.6
Total -0.6 -0.9

% Details of Others
['FY2020 Q1-3—'FY2021 Q1-3 -1.4]
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Forex exchange + 0.7, Furlough subsidy, etc. -0.6
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['FY2020—'FY2021 Forecast -2.6]
*Rising steel material and resin prices -1.6
Forex exchange + 0.7, Furlough subsidy, etc. -0.6
Freight Charge - 0.5 15

Automotive Parts & Components. Please refer to page 15.

Ordinary income for the cumulative Q3 was JPYO0.7 billion, a decrease of JPY0.6 billion from
the same period last year. Although cost reductions are progressing, profits decreased
compared to the previous fiscal year due to the significant impact of rising steel and resin prices
as well as transportation costs.

The forecast for ordinary income is JPY1.0 billion, which is almost the same as the forecast
announced on November 9, due to the rise in transportation and other costs, despite the
improved sales volume outlook.

We also released the Group's purpose and corporate vision as well as organizational
restructuring today. We are currently formulating our next medium-term management plan, the
22 Medium-Term Management Plan, which includes the contents of today's release, and will
explain the details when we announce the 22 Medium-Term Management Plan in May.

MW Q&A Session

Engineered Materials Segment

Q.

Please explain why the profit fluctuates significantly from 2Q to 3Q in the Engineered Materials
segment.

A.

In Q3, the impact of PGM price difference on Catalysts was minus JPY8.8 billion, and that is
the main reason. Of that amount, minus JPY4.2 billion is the write-down due to the lower-of-
cost-or-market method. By applying it, we think that the impact of high book value inventories
has been eliminated.



Q.

You say that sales of MicroThin™ for HDI are very strong, is it doing well because North
American smartphone manufacturers are selling well? Tell us what's happening with
MicroThin™ now, both for PKG and for HDI, including any new customer expansion and so on.

A.

For HDI, the quantity usually drops in Q4. But in the current fiscal year, sales of North American
smartphone manufacturers are strong, and it is expected that new model will be manufactured
in addition to the annual model, so Q4 is expected to have the same level of sales volume as
Q3. Demand for PKG continues to be at a high level as expected in November last time.
Especially in Q3 and Q4, the number of non-smartphone memory such as server memory is
increasing. As for new customer trends, two Chinese smartphone manufacturers are
considering adopting the MicroThin™ for HDI. However, as of now, they are not yet decided.

Q.
It is explained that two Chinese smariphone manufacturers are considering it, but in the
explanation in November, it was one. Is it okay to understand that the number has increased?

A.
Yes, one company has increased. We haven't heard the decision yet, but we think that things
are moving forward.

Q.
If the two Chinese smartphone manufacturers were to adopt it, please let us know if we can
expect a certain amount of sales volume or not.

A.

It is the same situation that MicroThin™ has been adopted in a small way by non-North
American smartphone manufacturers so far, and it seems to be adopted only for a few high-
end models. Therefore, we do not currently expect that the adoption of MicroThin™ for HDI by
the two Chinese smartphone manufacturers will result in a significant increase in sales.

Q.
Please tell us about the situation of electro-deposited copper foil for FPC and for
communications infrastructure.

A.

For FPC, the level has remained almost the same as in 2Q due to the sluggishness of for
smartphones in 3Q and 4Q. As for communications infrastructure, inventory adjustment will be
made in Q4 for servers, which were relatively strong. The decrease for servers is the main
reason for the decrease in the quantity of electro-deposited copper foil from Q3 to Q4.

Q.
The profit of copper foil has been revised upward. Is it correct that MicroThin™ has been revised
upward, and other electro-deposited copper foil has been revised downward?

A.
Yes.

Q.

Regarding MicroThin ™ for PKG, it has been explained from this year that the amount used per
unit may be increasing with 5G smartphones, but please tell us if there is any update in your
analysis.



A.

Of course, it will increase with the parts newly installed in 5G, but it is clear that the impact of
increasing due to higher performance of parts is significant. Therefore, Micro Thin™ for PKG is
increasing due to the higher performance of smartphones in addition to 5G. It is expected that
the amount of MicroThin™ used per unit will continue to increase as the number of millimeter-
wave models increases, and also continue to increase due to higher performance of parts other
than 5G. However, at the moment, | cannot give you an answer as to what percentage is due
to 5G, or what percentage is due to higher performance.
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Q.

Regarding the trend of catalysts for motorcycle on page 11, the annual cumulative total is at a
level of 4 to 5% higher than the previous year, but India and other countries are still at a lower
level than the previous year. Let me confirm the impact of COVID-19 in India and Indonesia.

A.

Demand has recovered in India compared to Q1 where there was a lockdown, but it has not
recovered as expected. Inflation has progressed in India and the sales volume has not
increased more than expected due to the impact of rising motorcycle prices. | think that the
impact of COVID-19 may have some aspects of economic deterioration, but there is no direct
impact such as suspension of operations or disrupting the supply chain. On the other hand,
Indonesia is recovering more than expected, and we don’t feel the influence of COVID-19 very
much.

Metals Segment
Q.
Please tell us about the current hedging situation.



A.

Forward contract of zinc is FY2022: about 35% at about 2,980%/t, FY2023: about 7% at 2,900$/t,
and FY2024: about 6% at 2,800%/t. Forward exchange contract is FY2022: about 25% at 110.4
yen/$, FY2023: about 15% at about 110.5 yen/$, and FY2024: about 5% at about 110 yen/$.

Q.

What is the impact of rising energy costs such as coke and crude oil compared to the previous
forecast? Also, please comment on whether the time lag will affect the cost increase factors
over the next fiscal year.

A.

Regarding energy costs, considering coke and other electricity prices, LNG, etc., there is almost
no effect compared to the previous forecast, but the cost has increased by about JPY 3.0 billion
compared to the previous year in the second half of FY2021. If the current energy prices
continue, we think that there will be an impact of a cost increase of about JPY3.0 billion on the
business results for the next fiscal year.
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Q.

Is it correct to understand that the profit and loss transition of page 19 is a combination of the
inventory factor of JPY12.1 billion on page 12 and the transient factor of minus JPY4.9 billion
on page 18?7

A.
The graph on page 19 shows the profit and loss excluding the total of the inventory factor of
page 12 and PGM price difference on Catalysts of page 12 from the ordinary income.



Q.

With the reorganization from April 1st, Mobility Segment will be established, and the Catalyst
business will be included in this segment. Please tell us what kind of synergies do you anticipate
as a result of this reorganization, as far as you can tell. In addition, | would like to ask you to
comment on whether all-solid state batteries will belong to the Mobility Segment.

A.

Up until now, each business segment has proceeded with what it thinks is best, but we are now
feeling our limits. As a result of discussing which segments we should focus on in the future,
we decided as "Engineered Materials", "Metal", and "Mobility". As a result of internal discussion
of what kind of organization has the potential for further growth, including new synergies
between each segment and what we can do by taking advantage of our strengths, we decided
on these categories. It is difficult to show synergies now, but | will be able to explain a little more
about what we are aiming for when we announce the next medium-term management plan.
Since catalyst is a business that is firmly in the field of mobility, we thought it would be better to
reorganize it into Mobility to expand its possibilities. Please understand that all-solid state
batteries will not be included in Mobility as they will be handled by the Business Creation Sector
for a while.
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