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Key Takeaways from This Section

We will achieve enhancing corporate value stemming from profit growth and ensuring

sound financial health at the same time

Under the 2030 Medium- to Long-term Management Plan, we will implement growth investment of

approximately 6 trillion yen, aiming for a consolidated underlying business profit of 1 trillion yen or more.

We aim to enhance corporate value over the medium to long term through capital allocation that bal-

ances growth investment, capital efficiency, financial soundness, and shareholder returns.

Detailed financial policies

= Growth investment and capital allocation
We will strengthen our domestic revenue base and pro-
mote growth investment overseas, ensuring the allocation
of resources to future investments that yield returns in
excess of the cost of capital.

= Shareholder returns
We will target a consolidated dividend payout ratio of
around 30% and seek to enhance shareholder returns and

improve their predictability by setting a minimum dividend.

= Asset streamlining
We will continue to sell strategic shareholdings, securing
funding for growth investment and improving capital
efficiency.

® Financial health and financing
While promoting growth investment, we will manage our
financial discipline by targeting a D/E ratio of around 0.7
and a debt/EBITDA ratio not exceeding 3.5 times at the
end of FY2030.

u Cost of capital and dialogue with the market
We aim to increase EPS and enhance our market valuation
through profit growth and dialogue with the market.
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Message from CFO

Achieve sustainable enhancement of corporate
value by pursuing the optimal balance between
investment for growth and financial discipline

As CFO of the Nippon Steel Group, | believe my role is to optimize the balance among “investment for growth,” “capital

efficiency,” “financial soundness,” and “shareholder returns” to enhance corporate value over the medium to long term.

Over the 2030 Medium- to Long-term Management Plan period, which began this year, we will prioritize investments to
drive medium- to long-term growth. However, looking ahead to 2031 and beyond, we will manage the company by
focusing on the following key visions, while remaining mindful of our share price and cost of capital: “investment for

growth toward the framework of our global crude steel production capacity of 100 million tons,

" ou

profit growth

toward the vision of ¥1 trillion in underlying profit,” “an ROE of around 10%,"” “a D/E ratio of around 0.7 and a
Debt-to-EBITDA ratio not exceeding 3.5 times,” and “a target dividend payout ratio of around 30% and a mini-

mum dividend of ¥24 per share.”

Proactive investment for growth toward
profit growth

Drive profit growth over the next five years toward
achieving an underlying profit exceeding ¥1 trillion
In the 2030 Medium- to Long-term Management Plan, we will make
our revenue base more robust and maintain and expand our profit-
ability level in Japan, where the market is expected to continue
shrinking due mainly to population decline, through “pursuing cost
competitiveness,” “expanding technological advantage,” “enhanc-
ing our ability to propose new products and solutions,” and
“improving supply chain competitiveness.” On the other hand,
overseas, with the United States, Europe, India, and Thailand posi-
tioned as our four priority regions, we aim to dramatically increase
profits by executing investment for growth.

In FY2030, U. S. Steel will be the biggest driver of profit growth
toward the vision of ¥1 trillion in underlying profit. With approxi-
mately 100 staff members currently dispatched to U. S. Steel from
Nippon Steel, we are in the process of introducing our advanced
operational, equipment, and product technologies to the U.S.

nou

base. Anticipating $500 million in operational synergies and
$2.5 billion in capital investment benefits, we are doing our
utmost to achieve this as early as possible. Generally, it takes
several years for capital investment in the steel industry to
produce an effect after the planning, construction, and com-
missioning phases. In contrast, operational synergies are
already delivering results, and we expect to achieve $300
million of the $500 million by the end of FY2026. In addition,
supported by the benefits of past capital investments and favor-
able conditions in the U.S. steel market, U. S. Steel is expected to
deliver a significant improvement in earnings in FY2026 and
emerge as the primary earnings driver of the Group.

In the steel industry, net income can diverge significantly from
underlying earnings due to non-cash valuation gains and losses
that swing in either direction with market conditions and
exchange-rate fluctuations, such as changes in inventory valuation,
as well as temporary losses from structural measures. To measure
our progress in improving profitability, Nippon Steel regards
“underlying consolidated business profit,” which excludes one-off
gains and losses, as our most important KPI. We are working
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Message from CFO

together as one to enhance our earning power by linking
employee bonuses and executive compensation to this indicator.
Over the past five years, Nippon Steel has established an “earnings
base capable of generating underlying profit of ¥600 billion or
more regardless of the external environment.” Over the next five
years, we aim to grow underlying profit to ¥1 trillion or more.

Capital efficiency and financial soundness
management

Balance investment for growth and financial disci-
pline through investment decisions conscious of the
cost of capital

| believe managing capital efficiency and financial soundness is a
CFO's responsibility.

Over the next five years, starting this fiscal year, we plan to
invest approximately ¥6 trillion across the Group in sustainable
growth, including capital and business investments such as M&A.
While carefully selecting domestic investments, we will make
focused investments to pursue overseas growth opportunities,
including investments in U. S. Steel to improve cost competitive-
ness and expand production of high-value-added products. When
deciding on individual growth investment projects, we do so only
after ensuring profitability exceeds the cost of capital.

That said, because growth investments take time to take effect
and contribute to revenue growth, the company's overall capital
efficiency and financial soundness may temporarily deteriorate.
However, while continuing to balance financial discipline with
investment for growth, we aim to achieve the goal of “an ROE of
around 10%"” and “a D/E ratio of around 0.7 and a Debt-to-
EBITDA ratio not exceeding 3.5 times” in FY2030.

We will also continue our efforts to generate cash by reducing
assets. We have sold about 80 percent of our strategic shareholdings
since the end of FY2013. We plan to sell more shares once we con-
firm that we can achieve our purpose without retaining ownership.

In June 2025, we temporarily covered the ¥2 trillion needed to
finance the acquisition of U. S. Steel with short-term bridge loans,
but we switched to permanent financing by March 2026. By
improving financial soundness through a combination of hybrid
financing and convertible bonds, the D/E ratio, which had deterio-
rated to 0.85 at the time of the acquisition, recovered to 0.71 by
the end of March 2026.

Shareholder returns

Enhance the appeal of Nippon Steel’s stock by
improving the predictability of dividends

As part of its shareholder return policy, Nippon Steel targets a
dividend payout ratio of around 30%. To continue driving profit
growth through proactive investment, and given the significant
investment burdens of future decarbonization, we must balance
investment for growth, financial soundness, and shareholder
returns. From this perspective, we believe a shareholder return
policy based on a dividend payout ratio that adjusts dividends to
our profit levels is the most appropriate approach.

First and foremost, we aim to meet our shareholders’ expectations
by increasing EPS (earnings per share) through early achievement of
¥1 trillion in underlying profit. However, if dividends fluctuate due to
one-time gains or losses, such as inventory valuation adjustments,
this approach would reduce dividend predictability for our sharehold-
ers. For the previous Medium- to Long-term Management Plan
period, we tried to stabilize dividend levels based on an average
dividend payout ratio calculated over a five-year period rather than
on a single fiscal-year basis. However, for the 2030 Mid- to Long-
Term Management Plan period, we have set a minimum annual
dividend of ¥24 per share. We aim to enhance the appeal of our
company’s stock by making our dividends more predictable.

Cost of capital and stock prices

Aim to enhance trust and recognition from the
market by consistently achieving profit growth

In the stock market, a deeply entrenched view persists that the steel
industry is “economically sensitive” and “susceptible to the influence
of China,” leading to high profit volatility. We believe this perception
is one factor driving up our cost of capital. To date, Nippon Steel has
lowered its breakeven point for domestic steelmaking operations by
40% and established a revenue structure independent of production
volume through structural reforms to its domestic production facili-
ties and efforts to secure appropriate levels of spreads. Furthermore,
we plan to realize a resilient business portfolio by positioning “high-
value-added products, our areas of expertise” as growth areas and
targeting regions like the United States, Europe, and India, which are
“less susceptible to the impact of China’s supply-demand gap.”
Moreover, by increasing our investment in raw material mines and
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treating raw materials as a “business” to generate profits, we have
established a structure that mitigates the impact of cost fluctuations
in the raw material market through profits from our raw materials
business. As such, Nippon Steel has lower profit volatility than other
global steel manufacturers, as shown by a comparison of profit-per-
ton trends with our competitors. In addition, our establishing a
minimum dividend starting in FY2026 has enhanced the stability and
predictability of our dividends. To ensure this recognition takes hold
in the stock market, we will conduct IR activities of sufficient quality
and quantity.

We also believe that concerns about the feasibility and economic
viability of achieving carbon neutrality in steel production by 2050
increase our company’s cost of capital and weigh on our stock price.
The execution conditions for investment in decarbonization include
steadily advancing decarbonization technologies, communicating our
progress, and ensuring predictable returns on investment. Therefore,
we intend to ease market concerns by sharing information about our
collaborative efforts with the government and our customers to build
a market for GX steel and ensure predictable returns.

Above all, we will do whatever it takes to enhance our profit-
ability and strengthen market confidence that we will achieve an
underlying profit of ¥1 trillion in FY2030. We believe the most
important factor is for U. S. Steel, our biggest growth driver, to
steadily enhance its earning power.
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As CFO, | am fully committed to devoting my full efforts to
making these happen.



Financial Strategy

With profit growth as the starting point for value creation, our finan-
cial strategy allocates capital by balancing growth investments,
capital efficiency, financial soundness, and shareholder returns, with
a focus on enhancing corporate value over the medium to long term.

As part of the strategy, we will implement capital and business
investments totaling approximately 6 trillion yen in the 2030
Medium- to Long-term Management Plan. Because investments
take time to yield results, cash flows from investing activities will
exceed operating cash flows during the first half of the 2030
Medium- to Long-term Management Plan. However, we will grad-
ually increase our ability to generate operating cash flows by realiz-
ing the benefits of our investments, thereby improving our

[Creating a virtuous cycle of cash generation]

Pursuing an optimal
capital structure

financial indicators over the period.

When making investment decisions, we will rigorously scrutinize
investment returns based on the cost of capital and ensure thorough
management, including follow-up on implemented investments.

To enhance asset efficiency, we will continue reducing our stra-
tegic shareholdings to free up capital for growth investments and
improve capital efficiency.

We will select and implement the most appropriate financing
methods while maintaining financial soundness, enabling us to
handle projects that require a long time to recover their invest-
ment. We completed the permanent financing for the acquisition
of U. S. Steel through a ¥500 billion hybrid loan executed in

Returns in

Ensuring capital FY2026-FY2030

excess of the
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September 2025, ¥600 billion in convertible bonds issued in March
2026, and a ¥900 billion JBIC syndicated loan executed in March
2026. This has established a financial structure that enables us to
focus on realizing returns from the investment.

Through the capital allocation outlined above, we will achieve
profit growth, improve capital efficiency, and strengthen financial
soundness to meet our key financial targets for FY2030, including
a consolidated underlying profit of 1 trillion yen/year or more, an
ROE of around 10%, and a D/E ratio of around 0.7 (after recogniz-
ing equity credit attributes of the subordinated loans).

[Key financial targets in the
2030 Medium- to Long-term Management Plan]

sustainable R e o) efficency Pt
profit growth ¥ 100 bition  and shareholder (decision-based) Item FY2030 target ]
or more returns Actively pursuing invest- ¥ 6 trillion/5 years i;'
ment opportunities that 1] . Underlying profit: 3
7 N - ' s =
E deliver returns above  Capital Improve U S. Steel's competitiveness Profit growth ¥1 trillion or more fé
2026FY EBITDA Asset Fund procure- . Iy and earning power
1.33 vini stre_amlin- ment and debt the cost of capital Investment for = Expand AM/NS India's production
¥1. trillion repayment ility; shi i
ing capability; shift to high-value added o,
growth a products Capital ROE: around 10%
Business = Strengthen domestic strategic ffici (over 10% from FY2031
operating WESLELY  product mix; structural enhancement erticiency onward)
cash flow 7\ 0 T Promote cutting-edge R&D )
! ahead of global competitors D/E ratio of around 0.7
. | Government Fi ial
! rt R&D - . inancia
i o 4] expenses Make a decision on the invest- d
! | tment f ment in commercial-scale imple- soundness Debt/EBITDA:
; nvestment ror mentation after ensuring the 3.5 times or less
! ) carbOI:l [ predictability of investment
5] ! tr‘}:f\lz:fut;:%f neutrality fo:rigﬁrsrg‘gv- recovery throu_gh government o ]
i | decarbonization sy /  support and price pass-through Target dividend payout ratio:
Investment i\ into GX Steel’s 4 a around 30%
in human Y, \_ Pricing -, - Shareholder
i N L | SO - areholde
capital e — T returns
- . Minimum annual dividend:
Concrete imolementation of HR Stable and high-level ¥24 per share
oncrete Implementation o 6] shareholder returns

and PR initiatives aimed at securing
human resources and promoting
their empowerment

Shareholder
returns

= Target a consolidated dividend
payout ratio of around 30%

= FY2026-FY2030 minimum dividend
¥24/share

D/E ratio target for the 2030 Medium- to Long-term Management Plan is around 0.7
Maintain a credit rating of BBB or higher to ensure flexible fund procurement capabilities



Financial Strategy

Capital and business investments
The 2030 Medium- to Long-term Management Plan represents a
transitional phase in which we will fully leverage the domestic
production structure established under the previous plan, acceler-
ate growth investments primarily overseas, and realize returns
from those investments as early and reliably as possible.
Specifically, over the five years from FY2026 through FY2030,
we will implement capital and business investments totaling
approximately 6.0 trillion yen, including capital investments at U.
S. Steel. About 60% of the planned investments will be allocated
to overseas projects.

Capital investment: ¥2.1 trillion
Business investment: ¥1 trillion

Strengthening
domestic steel
business

Group

O
o
3
[0}
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GX

investment

U. S. Steel
AM/NS 0.4
|ndia trillion

SEeaSI9NQD

Raw materials 3
business trillion

FY2016-FY2020

Approx. ¥3 ] 1 trillion/

5 years

As large-scale investments will be front-loaded in the early years
of the current plan, free cash flow is expected to remain negative
during this transitional phase toward profit growth. Therefore, we
will not only ensure our investments yield results early and reliably,
as mentioned earlier, but also implement other measures to
improve earning power without delay. Precisely because we are in
an upfront investment phase, we will strengthen project-by-project
governance and monitoring throughout the investment process.
Together with ongoing earnings-improvement initiatives and asset
sales, including the sale of strategic shareholdings, we aim to return
free cash flow to positive territory within the current plan period.

FY2021-FY2025

Approx. ¥7 ] 5 trillion/

5 years

Capital investment: ¥3.5 trillion
Business investment: ¥4 trillion

Approx. ¥&J trillion/5 years

Focusing investment on overseas markets
Ensure profitability that exceeds the cost

NIPPON STEEL CORPORATION
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When we make capital investments, we set a payback-period
hurdle for investments aimed at improving profitability. We also
manage our overall capital investments, including those for replac-
ing aged equipment, to ensure the internal rate of return (IRR)
exceeds the cost of capital.

For business investments, we set risk-adjusted hurdle rates
designed to ensure an IRR above the cost of capital. Following
execution, we continuously monitor each investment through a
structured review process, enabling timely decisions regarding
restructuring, withdrawal, or other corrective actions when
necessary.

FY2026-FY2030 forecasts e

¥2.2
trillion

¥0
Made Sanyo Special Steel a trillion

¥0.4
strategy trillion

Other overseas
steel business  tilien

¥2.6
trillion

¥4.0
trillion
Made Nisshin Steel a

subsidiary .8

subsidiary

¥0.6
trillion

¥2.7
trillion

¥0.3

Acquired trillion

Acquired OVAKO 0.1
Made STP in Thailand a i
b rillion
subsidiary

¥0.4
trillion

Next-generation hot-strip mill at
Nagoya Works
Improvement of the capacity and
quality of electrical steel sheets

Made Nippon Steel Trading a subsidiary
Made Sanyo Special Steel a wholly owned
subsidiary
Made Kurosaki Harima a wholly owned subsidiary

Conversion to electric arc furnaces
(EAFs)
(after deducting ¥0.3 trillion in govern-
ment subsidies)

Stock consideration:  ¥2 trillion
Interest-bearing debt: ¥0.5 trillion
Capital investment: ~ ¥0.2 trillion

Expansion of integrated capacity at
Hazira

Expansion of steel sheet facilities,
etc.

Acquisition of G/GJ Steel;
investment for structural enhance-
ment to improve profitability

Invested in Elk Valley JV
Invested in Blackwater Coal Mine

of capital

Continue strengthening strategic product mix, structural
enhancement, competitiveness improvement, and invest-
ments for equipment maintenance and replacements

Investments to leverage the Group's collective
capabilities

Make decisions after ensuring the predictability of invest-
ment recovery while advancing the development of
innovative technologies

Invest $11 billion in the U.S. by the end of 2028 for
product mix sophistication and cost competitiveness
improvement

Continue expanding production capacity aligned with
demand growth and investing for future demand
sophistication

Consider business expansion in areas where demand
growth is expected and sectors where our technologies
can be leveraged

Consider from the viewpoints of securing high-quality
raw materials required to achieve carbon neutrality and
revenue stabilization
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COLUMN Business Investment Management System

Nippon Steel has established a clearly defined management

framework covering investment decision-making, execution ?role_df .
.y . . identification

monitoring, post-investment evaluation and knowledge shar-

ing for business investments in Japan and overseas.

1. Deliberations
and decision-
and planning making

2. Execution evaluation

Start-up and Post-investment Financial
progress review soundness
monitoring (interim report) evaluation

WV Judgment criteria

Assessment of business continuation

1. Deliberations and decision-making

We evaluate the strategic significance, market growth potential, competitive landscape, and indi-
vidual risks (such as country, partner, and foreign exchange risks). For M&A projects, we identify
and appropriately address risks based on due diligence, then analyze risk scenarios and confirm the
certainty of returns commensurate with the investment.

Investment Committee

The Investment Committee deliberates projects from the specialized perspectives of each corporate
division. Business investment proposals are reviewed by the Investment Committee before decisions
are made. Particularly important projects are then submitted to the Corporate Policy Committee or
the Board of Directors for further approval.

2. Execution evaluation

Start-up and progress monitoring

For approximately three years following project launch, we establish KPIs for operations, produc-
tion, shipments, and financial performance for each project. As a rule, corporate divisions follow
up on the achievement of business plans every three months and report progress to the Investment
Committee and the Corporate Policy Committee. Additionally, for particularly important projects,
an annual report is made to the Board of Directors.

Post-investment Review

After approximately three years from project start-up, we conduct a comprehensive review of the
entire process, from decision making to full operation, and report the results to the Investment
Committee and the Corporate Policy Committee. For particularly important projects, an annual
report is also submitted to the Board of Directors.

Financial soundness evaluation

All Group companies in which Nippon Steel has made direct investment are evaluated in terms of
sound financial health, based on their financial data, and the results are reported at the Corporate
Policy Committee semi-annually. Those companies in which Nippon Steel has made indirect
investment are similarly evaluated but only once a year. Their evaluation results are also reported
annually to the Board of Directors. For companies deemed to be subject to intensive management
based on our soundness assessment, we deliberate on their reconstruction plans in the Investment
Committee.

Decision on exit or restructuring

Based on the evaluation of soundness using quantitative criteria (such as future cash flow and financial health) and qualitative criteria (including sustainability and compliance), group companies that are
determined not to contribute to enhancing Nippon Steel’s corporate value are subject to deliberation by the Investment Committee regarding whether to continue their operations. For particularly important
cases, proposals or reports are submitted to the Corporate Policy Committee, which decides on policies for exit (including restructuring) or business revitalization.
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Financial Strategy

[3] financial health and financing
The steel industry is capital-intensive, requiring significant invest-
ment in fixed assets, including machinery and equipment.
Funds equivalent to these assets are financed through sharehold-
ers’ equity and long-term debt, thereby ensuring financial stability.
Nippon Steel’s basic financial policy is to pursue growth invest-
ments proactively while maintaining a sound financial position,
with the D/E and Debt/EBITDA ratios positioned as key financial
indicators. For FY2030, we set the target D/E ratio at around 0.7
and the debt-to-EBITDA ratio at 3.5 times or less.

The merger with U. S. Steel, which was closed in June 2025,
represents a rare growth opportunity toward building a global
crude steel production capacity of 100 million tons. Accordingly,

[Nippon Steel’s asset and liability management] (as of March 31, 2026)

I Fund procurement I I Capital injection I

Operating liabilities,

we made the decision to proceed with this large-scale investment
after carefully assessing its profitability. We initially raised 2 trillion
yen in bridge loans as part of the merger consideration, which
raised the D/E ratio to about 0.85. However, the D/E ratio decreased
t0 0.71 as of the end of March 2026 by converting the bridge loans
into permanent financing through an optimal financing mix, includ-
ing 500 billion yen in a hybrid loan (September 2025), 600 billion
yen in convertible bonds (March 2026), and approximately 900
billion yen in a JBIC syndicated loan (March 2026).

We plan to continue investing a total of 6 trillion yen over the
next five years. For U. S. Steel in particular, we plan to make a
large-scale growth investment of $14 billion or more. As the first
step of this plan, we will make maximum use of U. S. Steel’s

[Outlook for D/E ratio]
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cash-generating capability and funding capacity. We will then
explore and implement the most appropriate financing strategy,
including parent company guarantees, parent-subsidiary loans, and
subscription to new shares, as needed.

In addition to the above, we will continue to make growth
investments in Japan and abroad, capital investments related to
carbon neutrality, and other investments aimed at maximizing the
Group's overall capabilities. We will continue to implement these
initiatives while maintaining financial discipline and a sound finan-
cial position.

Our credit ratings as of July 2026 are shown in the table below.
We will continue to engage in dialogue with rating agencies to
maintain and enhance our medium- to long-term creditworthiness.

Completion of permanent financing arrangement
for the bridge loan for the acquisition of U. S. Steel

etc.

Short-term

Interest-
bearing ) ong-term:

Current assets:
¥5.2 trillion

A
2025.9.18 Announced on
. Announced on February 24, 2026; March 18, 2026
Yen-den_omlnated payment completed on March 12, 2026 = =
hybrid loan Convertible bond Lo @il
¥500 billion ¥900 vitlion

50% capitalization approved

¥600 billion

Japan Bank for
International Cooperation (JBIC)

Redemption date 2029.2.14 2031.2.14
Conversion price ¥730.3/share  ¥737/share ,ML{FJ Ba','k
Redemption amount  104.16% 104.1% M"s,u' Sttty ey
Amount ¥300billion  ¥300 billion i it
0 . 8 5 Sumitomo Mitsui Trust Bank
(2025.6E)
o 0.71
]

D— I'a:;'t,'leS: ¥4.6 Total assets:
= illi Tangible
. trillion Citicy fixed gssets: ¥14.6 trillion
DI/E ratio
(after recognizing equity Noncurrent ¥5 8
credit attributes of assets: trillion
the subordinated loans)
0.71 ¥9.3
Equity capital: trillion —
quity-method
E— ¥5.5 e
trillion dthers:
¥2.1
trillion
Rating agency Our rating
) R&l A+ (stable)
Domestic
JCR AA (stable)
Moody's Baa2 (stable)
Overseas .
S&P BBB (negative)

(as of July 2026)

=50
55,304 ¢ 749
2025.6.18
(100 million yen) q
Bridge loan
26,416 5 gg7
24887 Approx. ¥2 trillion
Repaid by March 2026
2020 2021 2022 2023 2024 2025 2025.6 2026
3E 3E 3E 3E 3E 3E Completion of the 3E

U. S. Steel transaction

M Equity capital Interest-bearing debt == Adjusted D/E

Y
>
9
3
o
3
wv
%
2
o
8
(-3
1=}
<




Financial Strategy

[4] Investment for carbon neutrality

Nippon Steel is taking a multi-track approach toward realizing
carbon-neutral steel production processes by utilizing three innova-
tive technologies and CCUS, aiming to achieve the optimal process
configuration in response to economic conditions such as energy
and raw material prices. Among these initiatives, the development
of innovative technologies and capital investments for their com-
mercialization will require substantial funding. At present, we
expect to invest approximately 500 billion yen in research and
development and capital expenditures exceeding the previously
estimated ¥4-5 trillion level by 2050. The detailed breakdown of
these investments will be clarified in the future, depending on the
progress of technological development and changes in economic
conditions such as energy and raw materials.

The transition to a carbon-neutral steelmaking process does not in
itself improve the functionality or quality of steel products. Therefore,
the transition to carbon-neutral steelmaking processes, which requires
massive capital investment for commercial-scale implementation and
higher operating costs in order to reduce CO2 emissions, depends on
two indispensable conditions: the establishment of a GX Steel market
framework that appropriately recognizes the value of low-emission
steel products and enables the additional costs to be reflected in
selling prices, and fundamental, comprehensive government support.
Sustainable and economically viable decarbonization initiatives can be
pursued only when these conditions are in place and sufficient visibil-
ity on investment recovery has been secured. On this basis, we will
continue to develop and implement measures that support both
sustainable growth and efforts to address climate change.

Investment in human capital

Amid intensifying hiring competition due to a declining popula-
tion, along with diversifying individual career perspectives and
increasing labor market fluidity, we must secure talented human
resources and empower them to drive our diverse management
strategies toward realizing the 100 Million Tons, 1 Trillion Yen
Vision. Therefore, we position this initiative as one of our high-
est-priority management issues.

As we did in 2024 and 2025, we conducted “investment in
people” in April 2026 to secure talented human resources and
promote their empowerment, including significant improvements in
compensation and benefits. In addition, we continue to implement
human resources diversification, growth support, and work-life

balance support, including developing global human resources and
the hiring of more experienced personnel, in tandem with produc-
tivity improvement initiatives, such as business innovation and

efficiency enhancement. Through these initiatives, we will strive to
enhance the individual employees’ capabilities and maximize orga-
nizational performance. We will also continue implementing public
relations initiatives to build positive brand awareness across society.

[¢] shareholder returns
We consider enhancing shareholder value through stronger share-
holder returns a key management priority. Our basic policy in
pursuing this goal is to strike an appropriate balance among
medium- to long-term growth investments, shareholder returns,
and a sound financial position.

Under this policy, we will maintain the current dividend policy,
targeting a consolidated dividend payout ratio of around 30%.

In addition, having established a stable revenue base in the
previous Medium- to Long-term Management Plan, we are now in

NIPPON STEEL CORPORATION
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trillion yen or more in the 2030 Medium- to Long-term Manage-
ment Plan. In light of this situation, and aiming to enhance divi-
dend predictability for our shareholders and investors and increase
the attractiveness of Nippon Steel’s stock, we have introduced a
new minimum dividend to ensure stable dividend payments at a
consistent level, regardless of changes in our business perfor-
mance. Specifically, we have established a minimum annual divi-
dend of ¥24 per share for the five-year period from FY2026 to
FY2030. This level should be regarded as a floor, not a ceiling. In
the current five-year period, we do not anticipate now any large-
scale one-off items disclosed separately, such as those during the
previous Medium- to Long-term Management Plan. Therefore, we
intend to further enhance shareholder returns in line with revenue
growth driven by progress in our growth strategy.

Going forward, we will continue to strive for sustainable
enhancement of corporate value accompanied by improved capital
efficiency while maintaining a balance between growth invest-

=

a growth phase aimed at a consolidated underlying profit of 1 ments and shareholder returns. H
)
2
o

[Changes in dividends] 456 8

'I' """ 45.3 (excl. one-time expenses and losses related to the U. S. Steel merger) <
'l
4
Average for FY2016-FY2020 ,'
Around 32% Average for FY2021-FY2025
Around 30% FY2026
Dividend eI K (single year)
payout ratio (%) ' S~ ~man 7
28.4 P (negative) ___,.—"‘26,8 Around 430/0
(excl. impairment losses) 23-1- 23.9
36
32 32 32
18 2 24 . F.Y2026—FY'2(330
18 17 16 oo — e ————— Minimum dividend
Annual dividend (yen/share) 24
after the 5-to-1 stock split 12 16 12 ;Ievall;iz:g ¥ Ishare
9 8
’ 14 - 15 o
9 2 2 12 VA Interim dividend
2
2016 2017 2018 2019 2020 ! 2021 2022 2023 2024 2025 2026 (FY)
forecast
EPS (yen/share) 30 41 56 —94 =7/ 138 151 19 70 3 55

Dividend policy

Minimum dividend ¥ 24 /share

Target a consolidated dividend payout ratio of around 30%
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Asset streamlining

Nippon Steel has been continuously working on asset sales as one
of the highest priorities of our financial strategy to improve capital
efficiency and ensure financial soundness. We have executed asset
sales totaling approximately ¥2.2 trillion over the 14 years from
FY2012 to FY2025 through the sale of strategic shareholdings,
inventory reduction, real estate sales, and improvement of consoli-
dated capital efficiency.

In the near term, we expect our continued growth investments
to drive cash outflows that outpace growth in profits and operat-
ing cash flows, increasing our interest-bearing debt during the
transitional phase toward earnings growth. This is precisely why
we will continue and strengthen these asset sales and other asset
optimization initiatives in order to achieve sustained improvements
in profitability and capital efficiency.

Fy2026 ¥1 00 billion or more

Sale of strategic shareholdings, etc. ¥100 billion

A figure not included here: Partial transfer of shares in an
equity-method affiliate (NS United Kaiun): approx. ¥36 billion

(100 million yen) 1,000 or more
e

: 3,400 :
FY2012-FY2025 (cumulative) 2300
Approx. ¥2.2 trillion : Lafi

1400

5,200
: FY2021-FY2025 (cumulative)
3,000 - Approx. ¥910billion

4,800

Promoting asset sales by selling strategic shareholdings
Nippon Steel continues to hold strategic shareholdings only when

it reasonably determines that such holdings contribute to main-
taining and strengthening the business foundations of both

Nippon Steel and its business partners, as well as enhancing their
earning power. Conversely, after engaging in sufficient dialogue

with the relevant business partners, we proceed with the phased

sale of such shares when we confirm that the original objectives

[Balance of consolidated strategic shareholdings]

Since FY2013, Nippon Steel has reduced
strategic shareholdings by

Approx. virtually 80% or more*

* The impact of stock price fluctuations was simply adjusted

¥1 trillion

using the Nikkei 225

Approx.

¥800 billion

12,397

29,179
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can be achieved without maintaining the holdings. Under this
policy, we have reduced our strategic shareholdings since 2013 by
more than 80% (*the impact of stock price fluctuations was
simply adjusted using the Nikkei 225).

As of the end of March 2026, consolidated strategic sharehold-
ings amounted to approximately 570 billion yen. We will continue
to sell monetizable holdings in accordance with the above policy.

51,064

35,617

Consolidated strétegic
shareholdings

27,821 28,041

Approx.

¥700 billion

Approx.

¥570 billion

Approx.

¥440 billion

20112 20115 20118 2021 2022 2023 2024 2025 2026 (Fv)
2014 2017 2020

2013 2018 2019 2020 2021
3E 3E 3E 3E 3E

¥ Non-consolidated strategic shareholdings

Strategic shareholdings held by subsidiaries

2022 2023 2024 2025 2026
3E 3E 3E 3E 3E
Deemed shareholdings == Nikkei stock average (yen)

Y
3
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3
o
3
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Initiatives to enhance corporate value with a
focus on capital cost and share price
performance

1. Basic policy

Nippon Steel manages its business with a focus on the cost of
capital and share price performance, while incorporating capital
market perspectives, with the aim of enhancing corporate value
over the medium to long term. We believe what it takes to
enhance corporate value includes making proactive growth invest-
ments to realize sustainable profit growth while ensuring capital
efficiency and financial soundness from a medium- to long-term
perspective, as well as earning appropriate market recognition for
the Company’s growth potential, business stability and
sustainability.

In the 2030 Medium- to Long-term Management Plan, we will
make 6-trillion-yen growth investments over the five-year period,
achieving an underlying profit of 1 trillion yen, an ROE of around
10%, a D/E ratio of around 0.7, and a debt/EBITDA ratio of 3.5
times or less in FY2030. Through these initiatives, we aim to
deliver sustained growth in EPS.

We will continue to enhance market understanding of these
initiatives through proactive dialogue and disclosure.

2. Stock market indicators and our initiatives
Our price-to-book ratio (PBR) has remained below 1. The table
below shows changes in PBR, ROE, and price-to-earnings ratio (PER).

Reference: Changes in PBR (= ROE x PER) (FY)
2021 2022 2023 2024 2025
PBR (times) 0.6 0.7 0.7 0.6 0.5
ROE (%) 20.5 18.1 12.3 6.9 Around 6*
PER (times) 3.1 4.1 6.1 9.1 Around 10*

*Excluding one-time impacts associated with the U. S. Steel acquisition

(1) ROE

We target an ROE of around 10% for FY2030 in the 2030
Medium- to Long-term Management Plan. While our ROE
exceeded 10% from FY2021 to FY2023, the most recent ROE
stands below 10%. The decline in ROE is partly attributable to
temporary inventory valuation losses and one-off costs associated
with the acquisition of U. S. Steel. More fundamentally, however,
the earnings contribution from our overseas growth strategy and
domestic group restructuring has not yet been fully realized. Going

forward, we will deliver earnings growth by realizing the benefits
of our growth investments, including U. S. Steel, thereby improv-
ing ROE. From the perspectives of maintaining financial soundness
and securing reliable access to funding at an appropriate cost, we
believe a D/E ratio of around 0.7 is appropriate for our capital
structure. Although the current ROE is below 10%, we will con-
tinue to make growth investments in the 2030 Medium- to Long-
term Management Plan and drive profit growth by realizing the
benefits of these investments. As a result, we aim for an ROE of
around 10% for FY2030 and 10% or higher from FY2031
onward, when the benefits of our investments are expected to be
fully realized.

(2) PER

Although our PER has shown a slight upward trend in recent years,
it remains at a low level compared to the average of around 20
times for companies listed on the Tokyo Stock Exchange Prime
Market. We believe that PER reflects market expectations for earn-
ings growth as well as the cost of capital.

(1) Profit growth rate

Under the 2030 Medium- to Long-term Management Plan, Nippon
Steel aims to increase underlying profit from the FY2026 forecast
of ¥700 billion to ¥1 trillion by FY2030. Assuming that items other
than underlying profit (such as inventory valuation differences,
non-operating items, consolidation adjustments, interest expenses,
and items subject to separate disclosure) remain at the same level
as forecasted for FY2026, net profit is expected to increase from
280 billion yen forecasted for FY2026 to approximately 490 billion
yen for FY2030. In the same period, EPS is expected to increase
from ¥55 per share to approximately ¥80 per share, representing
annual growth of roughly 10%, even assuming full conversion of
the outstanding convertible bonds.

A key driver of earnings growth will be the realization of opera-
tional synergies and the benefits of capital investments at U. S.
Steel. We have already deployed approximately 100 employees to
U. S. Steel, and operational synergies are already beginning to
materialize. In addition, the capital investment projects currently
being implemented at U. S. Steel are based on technologies and
initiatives with a proven track record in Japan, giving us a high
level of confidence that the expected benefits will be realized. We
will continue to engage proactively with the market and communi-
cate the drivers of earnings growth in order to build confidence in
the achievability of our growth targets.

NIPPON STEEL CORPORATION
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(2) Cost of capital

We believe that our cost of capital reflects the following market

perceptions and concerns.

(A) The capital markets recognize that the steel industry is suscep-
tible to significant earnings volatility and sensitive to economic
conditions

(B) The capital markets recognize that the steel industry is highly
influenced by Chinese supply-demand conditions and govern-
ment policies

(C) The capital markets are concerned that achieving carbon neu-
trality in the steel industry will require massive investments and
higher operating costs, creating uncertainty over future profit-
ability and the recoverability of those investments

Nippon Steel has sought to strengthen its resilience to changes
in the external environment while steadily translating growth
opportunities into earnings growth. To achieve this, we have
strengthened the earnings base of our domestic business and
expanded our business portfolio into overseas markets as well as
upstream and downstream areas of the steel supply chain.

Specifically, we reduced the break-even point for our domestic
steel business by about 40% by reducing fixed costs through
measures to optimize the structure of production facilities, estab-
lishing a mechanism under which fluctuations in externally pro-
cured raw material and fuel costs are reflected in prices for sales to
specific customers segment and shared across the supply chain,
and improving the product mix and order mix. Furthermore, by
increasing our investment in the raw materials business, we have
established a revenue structure that has allowed us to offset cost
increases resulting from fluctuations in raw material prices with
profits from that business. At the same time, by bringing distribu-
tion activities into our business portfolio, we have expanded our
presence across upstream and downstream segments of the steel
supply chain. Moreover, we have sought to maximize synergies
through the reorganization of our steel group companies.

In expanding our business overseas, we have concentrated our
management resources on our priority regions, the U.S., Europe,
India, and Thailand, from the perspectives of “areas where steady
demand growth is expected” and “areas where our technology
and product capability can be leveraged.” Against the backdrop of
rising nationalism and protectionist trade policies, we are focusing
on our investment, particularly in the U.S., Europe, and India, as
growth markets less exposed to the impact of imbalances in
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Chinese steel supply and demand. Building on the acquisition of
G/GJ Steel in Thailand, our top-priority home market in the ASEAN
region, we are reinforcing our business foundation and expanding
our share in the steel sheet market. U. S. Steel is expected to
emerge as the primary earnings driver of the Group in FY2026 and
will play a central role in accelerating earnings growth in our over-
seas business.

Through these initiatives, we have expanded the depth of our
operations in upstream and downstream segments and broadened
the width of our overseas operations, developing a more resilient
business structure with broader geographic exposure and a stron-
ger presence across the steel value chain. As a result, we have built
a revenue structure that enables us to consistently generate an
underlying business profit of at least 600 billion yen by enhancing
our resilience to fluctuations in domestic and international
demand, raw material prices, and changes in regional market
conditions, without being significantly affected by external factors.
Despite the deteriorating external environment, including the
impact of the Middle East situation, we expect to generate an
underlying business profit of at least ¥700 billion for FY2026. This
demonstrates that the reforms to our earnings structure and busi-
ness portfolio are beginning to deliver tangible results.

Meanwhile, achieving carbon neutrality is a long-term endeavor.
While communicating that technological development toward
carbon neutrality is progressing steadily, we make it clear that any
investment in carbon neutrality following the completion of such
development is contingent upon ensuring the predictability of
investment recovery. In other words, we clearly state the need to
establish a GX Steel market where the value of steel products with
low CO2 emissions is properly recognized, and their additional
costs can be reflected in the selling prices. We also communicate
our efforts to work with governments, relevant organizations and
customers to help establish such a market.

We believe that enhancing market understanding of these
initiatives through sustained dialogue and communication will
contribute to lowering our cost of capital and improving our PER.
We will continue to strengthen engagement through our inte-
grated reports, enhance the content of our earnings presentation
materials, expand our IR activities for individual investors, and
deepen dialogue with institutional investors in Japan and overseas.

NIPPON STEEL CORPORATION
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FY2026 Forecast

In FY2026, uncertainty in the external environment is increasing as sluggish underlying demand persists both in
Japan and overseas, concerns over a further economic slowdown arising from the Middle East situation remain, and
trade measures and economic fragmentation continue to advance in various countries and regions against the
backdrop of China's excess supply. We expect underlying consolidated business profit of at least ¥700 billion in
FY2026 after incorporating, to a certain extent, the impacts that have already materialized, including increases in
raw material and fuel costs and declines in steel exports to the Middle East arising from changes in the external
environment, including the impact of the Middle East situation. We expect to generate 250 billion yen in the first
half and 450 billion yen in the second half. Notably, the second-half profit level corresponds to an annualized run
rate of at least ¥900 billion. Thus, through the expansion of operating revenue from overseas business in FY2027
and beyond, we will build a solid foundation for growing our underlying profit to approximately 1 trillion yen.

U. S. Steel is expected to emerge as the primary earnings driver of the Group, generating underlying business
profit of at least ¥180 billion in FY2026. U. S. Steel is expected to generate significantly higher earnings than previ-
ously forecast, supported by successful demand capture amid favorable U.S. steel market conditions, the full realiza-
tion of benefits from the blast furnace restart, contributions from previously completed investment projects, and
growing synergies with Nippon Steel.

Regarding the Middle East situation, on the other hand, the impact of rising raw material and fuel costs, as well
as decreases in steel product exports to the Middle East, is already becoming apparent. Therefore, our FY2026
forecast factored in approximately 60 billion yen as the impact of the region. However, the Middle East situation
could have ripple effects on a wide range of industries and regions through energy supplies, logistics, and global
supply chains, and the extent of the impact in the future and when things settle down remains unclear. While con-
tinuing to closely monitor the situation and respond appropriately, we will steadily implement measures such as
passing higher costs through to selling prices and reducing costs.

We plan to pay a dividend of ¥24 per share for FY2026, taking into account the minimum dividend introduced
under the 2030 Medium- to Long-term Management Plan.
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