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'- , CORPORATE FINANCE
! The U. S Securmes and Exchange Commission o oo ’
S 450 Fifth Street, N. W. ' '
X - Room 3117 = 7 ' : : ’-—
’ . Office of International Corporate Finance A .
. Mail Stop 3-9 : o \\\\\\\\
' Washington, D.C.20549 . S ' :
, CUSAL . : ; 07021027
A — e Rule 123:2(b). Exemptlon__m,_.___.., _._'._.______,_.e_d..__ ,_.___,____,__._,m__

of Kobe Steel, Lid.,

File number:82-3371 - SU P P L

Lo . '.Dear Madafn/Sir:

. In connection with Kobe Steel Ltd.'s exemptlon pursuant to Rule 12g3- 2(b) from the reglstratlon and repomng
reqmrements of the Securities Exchange Act of 1934, and in compliance with its ongomg requlrements under Rule’
12g3- 2(b)(111), please find enclosed a copy of the Company's release today covering - : .

“Kobe Steel's FY2006 Third Quarter Consolidated Operating Results
‘ (April 1, 2006 — December 31, 2006)”
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) Thank you forlyom" assistance in handling it as required. o o ‘ ) . LA
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. * . Hiroyuki Sakurai o ' .
' Finance Departmem

' Kobe Steel, Ltd.
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T _ Kobe Steel s FYZOOG Thll'd Quarter Consolidated Operating Results
‘ ; ) : (Apnl 1, 2006 — December 31, 2006)

January 31, 2007

Company name: * Kobe Steel, Ltd..."

. " Stock exchange number: . 5406
: Stock exchanges where shares are listed; Tokyo Osaka and Nagoya Japan .
: Website: \ www.kobelco.co.jp _ : ] v

o President&CEOI:' : .. Yasuo In_ubusm

" 1. Basis of Presenting Quarterly Financial Information ‘

_ {1} Adoption of simplified accounting method:, Yes
o — ,_.__-.e..-_.A pamal S|mpllﬁed accountlng method has been used to o report tax expenses and other |tems
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(2) Changes in accounting metheds from the most recent consolldated fiscal year. Yes

, With regard to the method used to calculate the depreciation of tangible fixed assets, commencing from
Co . the first quarter of fiscal 2006 Kobe Steel has . changed the evaluation method of machinery and
- equipment from the principally used straight-line method to primarily the declining-balance method. Due

- _to a strong demand environment, Kobe Steel-anticipates that operations will remain at a high level. Thus,
_ the financial condition and oper'ating results would be more appropriately reflected by a more appropriate
- _allocation of long-term capital costs. The depreciation method was also changed to further improve the
v, . financial standing through the early return on invested capital. Compared to the straight-line method,
' depreciation under the declmrng—balance method increased 4,562 million yen and ordinary income

decreased 3,636 million yen in the first nine months of ﬁscal 2006 (April 1, 2006. - December 31, 2006)
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(3) Changes in the scope of consolidation and equrty -valued method: Yes
New consolidated subsidiaries: 9 . Consolidated subsidiaries excluded: 7-
. N_ew equity-valued afﬁriatee:, 3 Equity-valued affiliates excluded: 7

2. Outline of Consolldated Operatmg Results for nlne months ended December 31, 2006

Ty (April 1, 2006 — December 31, .2006) K :
Lo (In mlllrons of yen, unless otherwrse mdlcated Amounts of Iess than 1 million yen have beén cut) o l

o ' , o " 9 months ended 9 months ended % Full FY2005

: : , - ’ "Dec. 31,'2006 .  Dec. 31,2005 change

- Net sales - I 1,358,984 * 1,191,734 14.0% 1,667,313

1 Operating Income - _ © " 146,263 ‘ 157,616 (7.2%) 220,395
__,___;e___._Ordinary,rncome — e 27, 742___. 1enn1 28,077 (0.3%)_____176, 932 e
A Net income™ _ . 75,987 - . 7 762,889 7 208% - 84,559

Net income per share . 24,46 yen = ' 20.96 yen 27.93 yen -
!

Diluted net income per share - Lot - 20.27 yen 27.24 yen ’

, Notes:

IR * Also known as pretax recurrlng proﬁt :

: . Percentages for net sales, operating lncome and other items show changes from the same period in the previous fiscal
' : year. ) . . ' - . ]

o

Reference _ : ‘ .
Kobe Steel intends to make a forecast- for the full fiscal 2006 year (Aprll 1, 2006 — March 31 2007) in early
‘ March At this time, Kobe Steel has not reviewed its outiook since the previous forecast



Segment Informatlon '
(rn mlIIrons of yen) X .

A v

"9 months ended 9 months ended

B ) . - ) e Dec 31 2006 " Deec. 31, 2005 .
Total sales:  Jon&Steel v © . 604,106 '. 554,727
s ' Wholesale Power Supply I 49,824 . ' 46,362
- Aluminum & Copper T e 298212 L 226,005
. Machinery = - : ' oL 173,269 160,288 -
- Construction Machmery ) ' o - 205,699 . 165,772
- ‘Real Estate - o - 26,214 33,193
: Electronic Materials & Other Busmesses . 45677 ) 43,320
. Total . e R ~ 1,400,004 § 1,229,670 -
Eliminations , =~ - . {(41,020) (37,936)
' " - Consolidated net sales . ‘ 1,358,984 .~ - 1,191,734
Operatrng income: Iron & Steel SRR 67,486 97,855

] ““"“"“"‘—-t‘*"‘-ﬂ——-“*-——fWholesale PoweraSupplyJL-——t U__,.__._.__,_,_.____..14 i364- 0= 13,234 ...

) . . . Aluminum & Copper T 28025, 0 T T 747,334 T
- U Machinery - « Co T ‘ 9,324, . - 2,574‘ i

' L ’ Construction Machlnery P 10,254 - 6,492
"Real Estate - = ' 3714 . 3587

Electronic Materials & Other Businesses ' . 11,388 13,029

Total . . - 142,559 - 154,109

Eliminations S - . - 3703 3,506

. Consolidated operating income . - 146263 - - - 157,616

Qualitative'lnfor'mation on Consolidated Operating Results

-

Japans economy contlnues to gradually expand.. Wrth corporate earnrngs at high Ievels private-sector .

capital investment has continued to increase and workers' incomes have steadily been rising. Under these
conditions, personal spending, while showing.medest growth, has been on an upward. trend Overseas
economles prrmarlly Chlna and other Asran eoonomles oontmue to expand ) -

In thls economic enwronment the Kobe Steel Group in the first three quarters of fiscal 2006 (Aprrl 1, 2006 -
December 31, 2008)-achieved consolldated sales of 1 ,358.9 b||||on yen, ordmary income of 127.7 billion yen
and net mcome of 75.9 billion yen }

- S "Busine_ss Condition‘s. by Segment '
_Jron & Steel

“Domeéstic: demand contmues to be strong inthe ¢ automotlve sh|pr|Id|ng hgand o other manufacturlng |ndustr|es
~and overseas demand from Japanese transplants is also robust. - In addition, domestic inventories have

* . been steadily ‘decreasing. Conversely, higher steel production in China, _rising inventories in.the - United

States, -and other factors are areas of concern regarding the future demand and supply of steel products.
These trends necessitate the: need for careful monltonng ’ - .

Under these conditions, the stable-supply | of steel products to customers is a key issue for Kobe Ste'el While
. keeping an eye on trends in demand, supply and mventorles Kobe Steel carries’ out production and

shipments in response to actual demand’ in"each field-and. for-each product line. In addition; Kobe Steel is- .
- making progress. in meeting the strong demand: from the ShlprIIdIng aircraft and other industries for steel

castings and forgings,; welding consumables and titanium products. From the standpoint_of environmental

conservation and accident preventlon Kobe Steel continues to. undertake -preventive equipment repalrs and

|mprove its operatlons N
Wholesale Power Supply ' ‘ |
This segment has been operatmg as planned . Kobe- Steel expects to contlnue stable operahons of the

power station and mamtaln a prescnbed |ncome
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Aluminum & Copper ‘
.Demand continues to be strong for copper sheet for electronlc materlals used in the automotive field,

. However, the IT and semiconductor markets are in an adjustment phase and demand for aluminum castings -
and forglngs for those markets are sluggish. Demand for aluminum disk blanks used in hard drives have
slackened Owing to high raw material prices for aluminum and copper, inventory valuation under the
average method pushed up prof its in the nlne-month period by 10 bl|||0n yen.

Machlnery :

Capital investments in he petrochemmal and energy fields contmue to. be active throughout the world
particularly in the. Middle East and China. At Kobe Steel, orders continue to be strong for COMpressors, -
plastics processing machinery and equment for the energy industry. Investment demand for steelmaking
plants is also robust. To increase profitability in thls segment Kobe Stee! is unplementmg thorough cost
reductlons and quallty control.

"Construction Machinery. o o : . R ) .
Domestic demand for hydraullc excavators is strong In overseas markets, mainly China, demand has been
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Real Estate e
Centered on property sales and the leasing business,. this segment sees busmess proceedlng as planned

Electromc materials and Other Businesses
Demand for target materlal has decreased mainly due to inventory adjustments of LCD panels,

I

Supplemental Information (non-consolldated)

Japan’s Crude Steel Productlon {in mllhons of metnc tons)

1 1Q 2Q 1st half 3Q 4Q 2nd Half | Full Year "
Fiscal 2005 28.97 27.83| 5680} 2792 27.99| 5591 112.71
Fiscal 2006 28.97 © 29.08 58.05 30.15
Kobe Steel's Crude Steel Pr_cvduction {in milliohs ‘of metric tbns) ‘
- 1Q 2Q 1st half 3Q 4Q 2nd Half | Full Year
Fiscal 2005 1.88 1.95 3.83 1.88 1.85 3.73 7.56°
_Fiscal 2006 1.88 1.92 380} 2.04 '
Kobe Steel's Sales Voluiﬁe of Steel Preducts (in thousands.of metric tdn'sl
- | 1@ [ -2a | isthalf | 3@ | 4Q | ZndHaif| FaliYear| =TT
Fiscal 2005 Domesuc -1,318|- 1,325 2643 ©1,308| . 1,287 2,595 5,238
R . .1 I I 3/ . 314l ____894) . 82| 287( ___569] _ 1263[
Total 1,698 1,639]. 3337 1,590 1,574 3,164 6,501
Fiscal 2006 Domestic 1,278 1,296 2,574 1,318
I = I I 0L ... 37 __8B7TY 340
Total 1,588 1,653 3,241 1,658
- ! ' ., e ) . -
- Kobe Steel's Average Price of Steel Products (domestic & export average price in yen per metric ton} °
1Q - 2Q 1sthalf | 3Q 4Q | 2nd Halt | Full Year
Fiscal 2005 ' 68 000 : .74700( ~71300] 75300 75,600 75500] - 73300
Fiscal 2006 - 72.800| 74,000 73400] 75100 o ‘

P
v




Kobe Steel's Export Ratio of Steel Products

-1Q

2Q

1st half

3Q -

4Q

2nd Halt

Full Year

Fiscal 2005 Quantity basis
Value basis

22.4%

25.6% |.

19.1%
21.8%

20.8%
23.7%

17.8%
21.0%

18.2%

21.2%

18.0%
21.1%

19.4%

i
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Fiscal 2006 Quantity basis
' Value basis

“19.5%
- 20.9%

.21.6%
24.0%

20.6%

20.5%
23.1%

“Investor Relations: ‘
Tel +B1 (0)3 5739-6043

R

Fax  +81 (0)3 5739-5973

E-mail www-admin@kobeico.co.jp

Gary Tsuchida, Publicity Group

Tel  +81 (0)3 5738-6010
Fax '.+81 (0)3 5739-5971

E-mail wwwadmin@kobe!co.cq.jp_

Kobe Steel, Ltd.

9-12 Kita-Shinagawa 5-chome
Shinagawa-ku, Tokyo 141-8688

Japan
Website www.kobelco.co jp
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