

















Message from the General Manager of Advanced Metals Division

By integrating our specialty steel and
functional components and equipment
technologies, we will aim to become a

“No. 1 high-performance business structure
for advanced metals” through collaborative
creation with customers.

Fiscal Year 2021 Medium-Term Management Plan

REUIES ¥276.9 billion

FY2018 Results FY2021 Targets

Hiroshi Watanabe

Vice President and Executive Officer, General Manager of Advanced Metals Division

¥320.0 billion Process innovation

[10.3%] ¥33.0 billion @ Promote automation

Automate finishing at Waupaca, etc.
8.6% .
Capital investment

¥350.0 billion Investments to increase

(3-year cumulative)

[6.9%] ¥24.0 billion roduction
¥1 07.0 billion P

Specialty Steel ; e - : —
pe;frlﬁdffctsee Adjusted operating income [Profit margin] [8.1%] ¥22.4 billion
6.3%
. REUIES ¥367.6 billion

Functional

Components  Adjusted operating income [Profit margin] [2.9%] ¥10.5 billion
and Equipment 0.6%
Revenues ¥644.5 billion
Total* Adjusted operating income [Profit margin] [5.1%] ¥32.9 billion
2.7%

6.8% @ Wide processing line for electronic
¥670.0 billion matlerials at Yasugi \erVorksd
— @ Facility to increase the production
[8.5%] ¥57.0 billion capacity of turbine wheels
7.8%

* Simple sum before eliminating intersegment revenues

Initiatives of Fiscal Year 2018

Medium-Term Management Plan

In the growing aircraft and energy materials businesses,
we started operations at Hitachi Metals’ Okegawa
Works following the merger with Hitachi Metals MMC
Superalloy, Ltd. We also invested in melting and forging
facilities, mainly at the Yasugi Works. In electronic
materials, we invested to increase production capacity
at the Tsuchiura Works of Hitachi Metals Neomaterial,
Ltd., with the aim of expanding our business in clad
materials. In addition, we decided to invest in a wide
processing line for organic EL components and
materials, for which the Group’s global market share

is nearly 100%, and started investment.

Basic policy of Fiscal Year 2021
Medium-Term Management Plan

Two issues have remained unresolved at the completion
of the Fiscal Year 2018 Medium-Term Management
Plan: Increased inventories and a delay in reaping the
benefits of the large-scale investments made at the
production sites in Japan. Our new Fiscal Year 2021
Medium-Term Management Plan recognizes these
issues. Under the plan, we will generate synergies
between businesses and collaborate creation with
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customers with the aim of becoming a “No. 1 high-
performance business structure for advanced metals.”

Five-part action plan

The Advanced Metals Division will implement the
following five-part action plan to resolve problems and
achieve sustainable growth.

[l Reduce inventories

We will steadily execute our action plan by strictly
monitoring the Cash Conversion Cycle (CCC) and other
key performance indicators (KPIs) to reduce inventories
at an early stage of fiscal 2019.

Create synergy between businesses

In addition to identifying needs in the overlapping
markets of specialty steel products and functional
components and equipment, we will propose materials
and products that combine our technologies in these
two areas. We will also strategically and functionally
allocate management resources, including a workforce
of more than 17,000, to growth fields.

Bring innovations to materials and processes

We will integrate and develop our technologies in the

specialty steel and functional components and
equipment field—namely, structural control technology,
alloy design technology, and production technology—
and deepen collaboration with the Global Research &
Innovative Technology center (GRIT), customers, and
external research institutes to develop new alloys and
processes, in addition to providing powder materials for
3D printers and metal injection molding (MIM) products.

Ongoing restructuring of business portfolio
We will overhaul the portfolios of our core businesses.

In automotive castings, for example, we will expand our
presence in heavy-duty areas—commercial vehicles,
agricultural machinery, construction machinery, rolling
stock, and industrial equipment—while promoting
process innovation for higher added value, in order to
generate reliable earnings. Through these efforts, we
plan to increase the sales ratio for heavy-duty automotive
castings at Waupaca Foundry, Inc. in the United States to
54% by fiscal 2021, from 42% in fiscal 2018.

In the growth businesses of industrial equipment,
aircraft and energy materials, and electronic materials,
we will expand medium-term sales and increase the
sales ratio.

Take the best advantage of large-scale investments

In our core businesses, we have made significant capital
investments under the Fiscal Year 2018 Medium-Term
Management Plan. As a result, in automotive castings,
we increased productivity at Waupaca Foundry and
expanded sales of DAC-i™, a new molds and tool steel
product. There have been delays in reaping the benefits

of these capital investments, but, going forward, we
will engage engineers and other human resources to
promptly take the best advantage of these investments.

In the growing business of aircraft and energy
materials, we expect demand for passenger jet aircraft
to increase in the future. To capture this demand, we
will deepen three-way collaboration among the
Okegawa Works, Yasugi Works, and Japan Aeroforge,
Ltd. to build an integrated production system that
covers melting, forging, and processing. We will also
strengthen our business with engine manufacturers and
deploy specialized technologies related to isothermal
forging, MIM, and precision casting to introduce next-
generation products. In the process, we will enter
the market for engine core components, targeting
¥60 billion in annual sales of aircraft components
and materials by fiscal 2025.

In electronic materials, another growing business, we
look forward to high growth driven by electrification of
automobiles and advances in smartphone performance.
In organic EL components and materials, we will
commission a wide processing line in fiscal 2020, thus
taking the best advantage of our investments. The Group
also boasts world-class technologies in clad materials,
where multiple metals are combined to demonstrate
unigue properties. Bringing together the unique
technologies of the Group’s sites in Yasugi, Suita,
Tsuchiura, Kitanihon, and Kagoshima will enable us to
supply a wide variety of clad materials. In the electronic
materials business, we are targeting a 14% increase in
sales by fiscal 2021 compared with the fiscal 2018 figure.

I Take the best advantage of large-scale investments

Yasugi Works 10,000-ton forging press (started operation in May 2018)

Molds and tool steel

Respond to larger molds and expand the sales of new products such as DAC-i™

Increase production efficiency and capacity
Rolls (started operation in the 2H of FY2018 at Hitachi Metals Wakamatsu, Ltd.)

Expand sales of rolls for steel mills and structural steel castings

Core
businesses

Increase production capacity of piston ring materials 10,000-ton
Industrial equipment  (operation in the 1H of FY2018 in China; 2H at Yasugi Works) ==

Responded to the needs for better fuel efficiency of internal-combustion engines

Increased the system capacity of flexible piping at Kuwana Works Production site

Piping components (started operation in the 2H of FY2018)

of piston ring

Expanded sales in the Chinese and European markets China

materials in

Establish an integrated production system across the three sites (melting, forging, and processing)

Aircraft/Energy

materials ;
world's Top 4 manufacturers

Increase production efficiency and accelerate acquisition of melting certification to enter

Clad terminal for

Increase production capacity of clad materials

a battery

Electronic materials  (operation in the 2H of FY2018 at Tsuchiura Works of Hitachi Metals Neomaterial)

Increase capacity and integrate technologies of 5 sites to expand sales in new fields
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Message from the General Manager of
Advanced Components & Materials Division

Fiscal Year 2021 Medium-Term Management Plan

Magnetic Revenues ¥137.0 billion

FY2018 Results FY2021 Targets

Reaping the benefits of investments, we will
concentrate resources and generate synergies
aimed at expanding the growth areas.

Kazuya Murakami

Vice President and Executive Officer,
General Manager of Advanced Components & Materials Division

Power electronics
¥175.0 billion

Materials and

@ Enhance the global production system

[12.6%)] ¥22.0 billion for soft magnetic components and

8.2% materials

Capital investment

o e Adjusted operating income [Profit margin] [2.9%] ¥4.0 billion
Power Electronics ROIC 3.9%
REELIES ¥240.1 billion

Wires, Cables,

¥245.0 billion @ Increase the production capacity of

and Related  Adjusted operating income [Profit margin] [5.2%] ¥12.5 billion

(3-year cumulative) ceramic products

¥69.0 billion

[7.8%] ¥19.0 billion

Products 8.2%

11.3% Automotive components

Revenues ¥377.1 billion

¥420.0 billion @ Increase the production capacity of

Total* Adjusted operating income [Profit margin]

[4.4%)] ¥16.5 billion

[9.8%)] ¥41.0 billion harnesses for EPB at the production

5.5%

9.3% sites in Thailand and Vietnam

* Simple sum before eliminating intersegment revenues

Initiatives of Fiscal Year 2018

Medium-Term Management Plan

Targeting organic growth, we introduced innovative
production lines, established Hitachi Metals San Huan
Magnetic Materials (Nantong) Co., Ltd., and introduced
a new continuous casting and rolling line. We also
transferred our information system business and lead
frame business as part of our continuous portfolio
restructuring efforts. In addition, we pursued various
M&A activities, with Santoku Corporation, a magnet
alloy manufacturer, and HTP-Meds, LLC, a U.S. maker
of medical products, becoming subsidiaries.

Basic policy of Fiscal Year 2021

Medium-Term Management Plan

Under the Fiscal Year 2021 Medium-Term Management
Plan, we will work to address the megatrends of
urbanization, declining birthrate and aging population,
serious environmental problems, and technological
advances. Specifically, we will focus on reaping the
benefits of investments, concentrating our resources,
and generating synergies between businesses. We have
identified the following growth areas: automobiles,
factory automation (FA) and robots, medical devices,
and rolling stock.
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Expansion into growth areas

Automobiles

The Advanced Components & Materials Division offers
a wide range of products in the automotive area,
including soft magnetic components and materials for

power electronics, magnets, and magnet wires for wires,
cables, and related products. Leveraging our advanced
functional material design technology, we will generate
synergies between businesses and meet the rapidly
expanding needs of electrification and emerging XEV*!
vehicles.

In soft magnetic components and materials, where
demand is growing, we commissioned a FINEMET®
Ribbon production line at the Metglas Yasugi Works in
April 2019. This will quadruple our production capacity,
establishing Hitachi Metals as the world’s No. 1
manufacturer. In order to increase the production
capacity of soft ferrite, meanwhile, we are scheduled to
start mass production in the Philippines in January 2020.
Our aim is to achieve a 1.4-fold increase in sales of soft
magnetic components and materials by fiscal 2021
compared with the fiscal 2018 level.

In ceramic components, there is a growing need
for silicon nitride substrates and other substrates that
combine high thermal conductivity and mechanical

strength as well as contribute to advances in power
module cooling mechanisms in terms of compactness
and cost reductions. We are increasing our domestic
production capacity for silicon nitride substrates and
started mass production of high-thermal-conductivity
products. We are also reinforcing our polishing
technologies for silicon carbide (SiC) substrates to
expand business. Our aim is to achieve a 2.2-fold
increase in sales of ceramic products by fiscal 2021
compared with the fiscal 2018 level.

Seeking to improve the efficiency of XEV drive motors,
we developed a motor that uses amorphous metals as
part of its core (see page 39 for details). Together with
German research organization Fraunhofer IISB, we also
developed a high-power-density technology that
contributes to advances in output and compactness of
on-board xEV chargers. We plan to use the outcomes
of these activities to expand our business in high-
performance soft magnetic components and materials.

In automotive electronic components, we will increase
the production capacity for electric parking brake
harnesses in Thailand and Vietnam. We will also expand
our Feed Assy*? business in Japan and China while
focusing on the development of new sensors. Our aim
is to achieve a 1.7-fold increase in sales of automotive
electronic components by fiscal 2025 compared with
the fiscal 2018 level.

In magnet wires, we have commenced mass production
in Japan and Thailand in response to strong xEV demand.
Going forward, we will step up sales of differentiated
products, such as high-PDIV (partial discharge inception
voltage) wires and surge-resistant wires.

In magnetic materials, we brought production of
magnet alloys 100% in-house, expanded our lineup of

I Automotive area

less heavy rare earth magnets to reduce resource risk,
and installed new production lines for neodymium
magnets and ferrite magnets. Going forward, we will
improve the productivity of our new production lines
and optimize our global production system in order to
enhance profitability and expand orders. We are
targeting an adjusted operating margin of 10% for
magnetic materials in fiscal 2021.

*1 xEV: A generic term for electric vehicles (EVs), hybrid electric vehicles (HEVs), and

plug-in hybrid electric vehicles (PHEVs).
*2 Feed Assy: Wiring parts for xEV motors

FA/robots, medical devices, rolling stock

In electric wires and cables for FA/robots, we will strive
to increase our market share, deploying our unigue
technologies that feature thinner and lighter design and
longer-life performance. With production in Japan,
China, and Vietnam, we will make flexible investment
decisions in response to market fluctuations. We are
targeting ¥10 billion in sales of electric wires and cables
for FA/robots in fiscal 2021.

In medical devices, we will increase the performance
of scintillator materials for CT equipment, expand our
line of combination products of catheters and cable for
catheter testing and treatment equipment, and promote
mass production of new probe cables for ultrasound
diagnostic equipment. Our aim is to achieve a 1.3-fold
increase in sales of medical devices by fiscal 2021
compared with the fiscal 2018 level.

In electric wires and cables for rolling stock, we aim to
increase our market share in China, where demand for
high-speed rail is growing. In Europe, we will propose
cable navigation and other solutions, in addition to
supplying products. We are targeting ¥14 billion in sales
of electric wires and cables for rolling stock in fiscal 2021.

Seek synergy between magnetic materials, power electronics, and wires, cables, and related products

Magnet wires

—
i

Amorphous metals

=

€ TR
g3

il

Magnets

Deeply cultivate the automotive and industrial infrastructure markets with the design technology for advanced components and materials at the core
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Rigorous pursuit of diversity-oriented
management

A company’s business growth is tied directly to its
human resource strategy. The wellspring of business
growth lies in people—and no matter which era or
sector, this will never change. The corporate vision of
the Hitachi Metals Group’s Fiscal Year 2021 Medium-
Term Management Plan is “Building People, Building
Innovation, Building the Future.” We will rigorously
pursue diversity-oriented management as our human
resource strategy to underpin this vision. With our “Only
1, No. 1" products, we have made positive contributions
to customers and society. To continue generating
innovation, we aim to be a company with a diverse
workforce, where individual employees can fully
demonstrate their abilities with rewarding jobs in
worker-friendly environments.

Attract diverse human resources

with diverse values

The Hitachi Metals Group will strive continuously to
attract diverse human resources in terms of gender,
nationality, age, and the like, including new graduates
and mid-career hires. When fostering human resources,
we will focus on independence and work to implement
effective human resource development that is suitable
for their individual characteristics. This is embodied in
our Corporate Philosophy: Wa sureba tsuyoshi, which
portrays our endeavor to work as one while improving
ourselves individually in order to create the best
possible company.

Effective fiscal 2019, we have shifted our company’s
structure to two business divisions. We will also promote
the dynamic utilization, development, and allocation of
human resources from a whole-company perspective

The Hitachi Metals Group Report 2019 (Integrated Report)

Naohiko Tamiya

.= Vice President and Executive Officer,
= General Manager of Human Resources & General Administration Division

Message from the General Manager of
Human Resources & General Administration Division

We strive to be a company with a diverse

workforce, where individual employees can
fully demonstrate their abilities with rewarding
jobs in worker-friendly environments.

that transcends lines between business divisions. We
aim to provide employees with varying opportunities
that do not impede individual potential, while deploying
the various skills and knowledge of each person across
business divisions to generate new innovations.

For employee engagement, we conduct an annual
employee awareness survey called Hitachi Insights. Based
on survey results, we identify and implement necessary
measures to take, such as workplace communication
improvements, and use the plan, do, check, and act
(PDCA) cycle to increase employee engagement.

Rewarding work

In addition to good work content and clear workplace
instructions, motivating individual employees requires
proper communication between superiors and
subordinates. We strive to improve communication
by conducting regular interviews between superiors
and subordinates based on our belief that serious and
deep discussions will lead to job satisfaction. These
discussions cover such matters as career choice suited
to individual aptitude, employee satisfaction related
to treatment and evaluation, and proper sharing

of company management information.

With regard to workstyle reforms, we have made
tangible progress in reducing working hours thanks
to top-down initiatives over a three-year period from
fiscal 2016. For true workstyle reforms, however,
individual independence is a key. Going forward,
we will encourage individual employees to take the
initiative in enhancing work efficiency and superiors
to embrace a deep commitment to improving the
business. This will lead to increased productivity, which
is our original purpose.

Enabling individual employees to fully
demonstrate their abilities in worker-
friendly environments

Under our Corporate Creed, we aspire to be the “best
enterprise.” This means being the best company not
only for customers and society, but for employees as
well. Under our management policy of “Safety always
comes first,” we are working to create safe and healthy
environments where employees can work with peace of
mind every day. Moreover, good workplaces with health
and safety lead to better productivity. In our Fiscal Year
2021 Medium-Term Management Plan, therefore, we
will plan to make specific safety-related investments
every year and also emphasize health-oriented
management.

By having diverse human resources perform rewarding
jobs in worker-friendly environments, we hope to be a
company in which individual employees can achieve
future self-fulfillment, one step at a time, and fully
demonstrate their capabilities.

Fostering management personnel

To achieve sustainable corporate growth, it is very
important to adopt long-term perspectives in line with
our Corporate Creed, and foster management personnel
accordingly.

Human resources: Strategic KPIs

The Hitachi Metals Group embraces the concept of
diversity-oriented management when selecting and
developing management personnel. Once a year, we
select and make a list of future executive candidates.
We share this with the Board of Directors for discussion
about ways to develop those candidates. To ensure
diversity, we endeavor to include women and foreigners
in our candidate lists.

Some candidates are subject to a training program
for manager-level personnel. Others are sent to external
training programs and given tough assignments in
overseas locations and differing fields. In these ways,
we strive to develop competent management personnel.

By fostering diverse management personnel with
wide-ranging experiences, the Hitachi Metals Group
aims to realize its “best enterprise” aspiration and
achieve sustainable development.

* For more details, see page 52 for diversity-oriented
management and page 54 for safety and health.

Initiatives FY2018 result FY2021 plan (target)
1 Engagement index*! 59% 62%
Employee engagement
(Hitachi Insights) " .
2 Overall positive response rate (non-consolidated) 57% 60%
Diversity recruitment ratio*? 56% 50%
o Ratio of women in management positions*? 1.5% (19 people) 2.0% (26 people)
Diversity-oriented management
Ratio of women in career-track positions
5 . _ 4.7% (99 people) 5.6% (138 people)
(non-consolidated; full-time)
. 14 days
Workstyle reforms Total annual working hours** 2,049 hours
(average annual leave to be taken)
Safe and healthy workplaces Occupational accident frequency*® 0.42 0

*1 Number of positive engagement indicators in the Hitachi Insights survey (non-consolidated)

*2 Percentage of foreign nationals, women, and mid-career hires in planning divisions’ hires (non-consolidated)

*3 Percentage of women in managers and professionals (non-consolidated; currently working as manager or professional)

*4 Average annual working hours of back-office workers (non-consolidated; including managers and professionals)

*5 Occupational accident frequency = Number of casualties due to occupational accidents + Total actual working hours x 1,000,000 (calendar year)
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