
   Thousands of
   Millions    U.S. dollars
   of yen    (Note 1)

Net sales ¥654,691 $6,061,954 
Cost of sales 528,868 4,896,926 

Gross profit 125,823 1,165,028 

Selling, general and
 administrative expenses 73,367 679,324 

Operating income 52,456 485,704 

Other income (expenses) :  
Interest and dividend income 2,448 22,667 
Interest expense   (18,035) (166,991)
Seconded employees' 
   salaries net of reimbursement (11,666) (108,019)
Loss on sale of securities (71) (657)
Loss on write down of
   securities and investments (6,535) (60,509)
Loss on sale or disposal of
   plant and equipment (1,566) (14,500)
Loss on disposal of inventories (534) (4,944)
Foreign exchange gain 152 1,407 
Provision for doubtful receivables (2,458) (22,759)
Special employees' 
   retirement benefits (1,267) (11,731)
Gain on securities for contribution
   to employee pension plan 11,850 109,722 
Effect of applying new accounting
   standard for retirement berefits (25,695) (237,917)
Loss on revaluation of
   interest swap contracts (3,969) (36,750)
Equity in income of unconsolidated
   subsidiaries and affiliates 297 2,750 
Other, net (4,703) (43,547)

(61,752) (571,778)

Loss before income taxes (9,296) (86,074)
Income taxes:  

Current (3,284) (30,407)
Deferred 20,637 191,083 

17,353 160,676 
Minority interests in income

 of subsidiaries (2,855) (26,435)
Net income ¥    5,202 $     48,167 

                  U.S. dollars
                                Yen                 (Note 1)

Net income per 1,000 shares ¥1,839 $17.03 

Consolidated Interim Statement of Operations 
Six months ended September 30, 2000 (unaudited)

See accompanying notes.

Thousands of
Millions U.S. dollars
of yen (Note 1)

Cash flows from operating activities:  
Loss before income taxes ¥  (9,296) $  (86,074)
Depreciation 53,197 492,565 
Interest and dividend income (2,448) (22,667)
Interest expense 18,035 166,991 
Loss on sale of investments in securities 71 657 
Loss on write down of securities and investments 6,535 60,509 
Equity in income of unconsolidated
   subsidiaries and affiliates (297) (2,750)
Special employees' retirement benefits 1,267 11,731 
Effect of applying new accounting standard
   for retirement benefits 25,695 237,917 
Gain on securities for contribution to
  employee pension plan (11,850) (109,722)
Loss on revaluation of interest swap contracts 3,969 36,750 
Loss on sales or disposal of plant and equipment 1,566 14,500 
Decrease in trade receivables 27,190 251,759 
Increase in inventories (13,469) (124,713)
Decrease in trade payables (5,674) (52,537)
Other (1,199) (11,101)
   Subtotal 93,292 863,815 
Cash received for interest and dividends 5,820 53,889 
Cash paid for interest (17,153) (158,824)
Cash paid for special employees' retirement benefits (3,598) (33,315)
Cash paid for income taxes (3,116) (28,852)
   Net cash provided by operating activities 75,245 696,713 

Cash flows from investing activities:  
Purchase of plant and equipment and other assets (41,206) (381,537)
Proceeds from sale of plant
   and equipment and other assets 2,537 23,491 
Purchase of investments in securities (2,507) (23,213)
Proceeds from sale of investments in securities 1,081 10,009 
Increase in short-term loans receivable (347) (3,213)
Long-term loans receivable (910) (8,426)
Proceeds from collection of long-term loans 1,490 13,796 
Other (1,940) (17,963)
   Net cash used in investing activities (41,802) (387,056)

Cash flows from financing activities:  
Decrease in short-term borrowings (28,670) (265,463)
Proceeds from issuance of long-term debt 47,921 443,713 
Repayment of long-term debt (71,303) (660,213)
Proceeds from issuance of bonds 31,055 287,546 
Repayment of bonds (60,562) (560,759)
Other 95 880 
   Net cash used in financing activities (81,464) (754,296)

Effect of exchange rate changes
   on cash and cash equivalents (86) (796)
Decrease in cash and cash equivalents (48,107) (445,435)
Cash and cash equivalents at beginning of  
   the  six months                                                      162,213     1,501,972 
Cash and cash equivalents of
   newly consolidated subsidiary 7,212 66,778 
Cash and cash equivalents at end of  
   the six months                                                     ¥121,318   $1,123,315 

Consolidated Interim Statement of Cash Flows 
Six Months ended September 30, 2000 (unaudited)

Millions of yen
Foreign 

Additional Revaluation of currency
Shares of Common paid-in Accumulated investments in translation

common stock Stock Capital deficit securities adjustments Treasury stock
Balance at April 1, 2000 2,835,981,926 ¥213,667 ¥132,309 ¥(74,103) ¥(411)
Net income 5,202 
Bonuses to directors (27)
Effect of subsidiaries newly consolidated 778 (108)
Effect of merger of subsidiaries     (127)
Cost of treasury stock acquired (19)
Revaluation of investments in securities 6,558
Foreign currency translation adjustments (23,526)

Balance at September 30, 2000 2,835,981,926 ¥213,667 ¥132,309 ¥(68,277) ¥6,558 ¥(23,526) ¥(538)

Thousands of U.S. dollars (Note 1)      
Foreign 

Additional Revaluation of currency
Common paid-in Accumulated investments in translation

Stock Capital deficit securities adjustments Treasury stock
Balance at April 1, 2000 $1,978,398 $1,225,083 $(686,139) $(3,806)
Net income 48,167 
Bonuses to directors (250)
Effect of subsidiaries newly consolidated 7,204 (999)
Effect of merger of subsidiaries (1,176)
Cost of treasury stock acquired (176)
Revaluation of investments in securities 60,722 
Foreign currency translation adjustments (217,834)

Balance at September 30, 2000 $1,978,398 $1,225,083 $(632,194) $60,722 $(217,834) $(4,981)

Notes to Consolidated Interim Financial Statements
September 30, 2000 (Unaudited)

1. Presentation of Financial Statements
Kobe Steel, Ltd. (the "Company") and its consolidated domestic subsidiaries 
maintain their accounts and records in accordance with the provisions set 
forth in the Japanese Commercial Code and the Securities and Exchange 
Law and in conformity with accounting principles and practices generally 
accepted in Japan, which are different from the accounting and disclosure 
requirements of International Accounting Standards. The accounts of 
overseas consolidated subsidiaries are based on their accounting records 
maintained in conformity with generally accepted accounting principles and 
practices prevailing in the respective countries of domicile.
   The accompanying consolidated interim financial statements should be read in 
conjunction with the financial statements and related notes included in the Annual 
Report of the Company to stockholders for the year ended March 31, 2000. 
The accompanying consolidated interim financial statements are translations 
of the consolidated interim financial statements of the Company which were 
prepared in accordance with interim accounting principles and practices 
generally accepted in Japan from the accounts and records maintained by the 
Company and were filed with the Ministry of Finance ("MOF") as required 
by the Securities and Exchange Law.
   In preparing the accompanying consolidated interim financial statements, 
certain reclassifications have been made in the consolidated interim financial 
statements issued domestically in order to present them in a form which is 
more familiar to readers outside Japan.
   The translations of the Japanese yen amounts into U.S. dollars are included 
solely for the convenience of the reader, using the prevailing exchange rate at 
September 30, 2000, which was ¥108.00 to U.S. $1.00. The convenience 
translations should not be construed as representations that the Japanese yen 
amounts have been, could have been, or could in the future be, converted into 
U.S. dollars at this or any other rate of exchange.

2.Employees' Retirement Benefits
Effective April 1, 2000, the Company and domestic consolidated 
subsidiaries changed their methods of accounting for employees' retirement 
benefits in accordance with the Opinion on Setting Accounting Standards 
for Post-Employment Benefits by the Business Accounting Deliberation 
Council, etc. 

3.Financial Instruments
Effective April 1, 2000, the Company and domestic consolidated subsidiaries 
changed their methods of accounting for financial instruments in accordance 
with the Opinion on Setting Accounting Standards for Financial Instruments 
by the Business Accounting Deliberation Council, etc. 

4.Translation of Foreign Currencies
Effective April 1, 2000, the Company and domestic consolidated subsidiaries 
changed their methods of accounting for transaction denominated in foreign 
currencies in accordance with the Opinion Concerning Revision of 
Accounting Standard for Foreign Currency Transaction, issued by the 
Business Accounting Deliberation Council on October 22, 1999.

5. Contingent Liabilities
At September 30, 2000, the Company and its consolidated subsidiaries (the  
"Group") was contingently liable for guarantees of loans of ¥17,739 million 
($164,250 thousand). This figure includes contingent guarantees and letters 
of awareness of ¥881 million ($8,157 thousand).

6. Prior year consolidated interim financial statements
Interim financial statements for the prior year are not presented because no 
such statements were required to be prepared on a consolidated basis.

Consolidated Interim Statement of Stockholders’ Equity
Six Months ended September 30, 2000 (unaudited)
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