
	 	 	 Thousands of
	 	 	 U.S. dollars
	                        Millions of yen	 (Note 1)
	 2002	 2001	 2002
Cash flows from operating activities:

Income (loss) before income taxes	 ¥ 11,236 	 ¥ (8,772)	 $ 91,648 
Depreciation	 43,577 	 42,999 	 355,440 
Interest and dividend income	 (1,104)	 (2,027)	 (9,005)
Interest expense	 15,127 	 15,649 	 123,385 
Gain on sale of securities	 (6,440)	 (253)	 (52,529)
Loss on write down of securities and investments	 —    	 2,569 	 —    
Equity in income of unconsolidated
   subsidiaries and affiliates	 (2,138)	 (620)	 (17,439)
Reversal of allowance for special repairs	 (5,913)	 —    	 (48,230)
Gain from transfer of business	 (2,351)	 —    	 (19,176)
Amortization of prior service credit of pension plans	 (3,488)	 —    	 (28,450)
Special employees' retirement benefits	 980 	 —    	 7,993 
Effect of applying new accounting standard
   for retirement benefits	 6,383 	 6,517 	 52,064 
Gain on securities for contribution to
  employee pension plan	 —    	 (8,866)	 —    
Loss on sales or disposal of plant and equipment	 2,823 	 1,149 	 23,026 
Decrease in trade receivables	 26,352 	 48,079 	 214,944 
Increase in inventories	 (6,097)	 (6,242)	 (49,731)
Decrease in trade payables	 (8,217)	 (44,207)	 (67,023)
Other	 3,621 	 11,498 	 29,535 
   Subtotal	 74,351 	 57,473 	 606,452 
Cash received for interest and dividends	 2,068 	 2,805 	 16,868 
Cash paid for interest	 (14,342)	 (16,183)	 (116,982)
Cash paid for special employees' retirement benefits	 (1,645)	 —    	 (13,418)
Cash paid for income taxes	 (3,048)	 (4,212)	 (24,861)
   Net cash provided by operating activities	 57,384 	 39,883 	 468,059 

Cash flows from investing activities:
Purchase of plant and equipment and other assets	 (28,785)	 (37,721)	 (234,788)
Proceeds from sale of plant and equipment and other assets	 22,911	 7,876 	 186,876 
Purchase of investments in securities	 (2,701)	 (1,615)	 (22,031)
Proceeds from sale of investments in securities	 7,633 	 5,626 	 62,259 
Decrease (increase) in short-term loans receivable	 918 	 (1,705)	 7,488 
Long-term loans receivable	 (309)	 (151)	 (2,520)
Proceeds from collection of long-term loans	 532 	 461 	 4,339 
Proceeds from transfer of business	 21,055 	 21,413 	 171,737 
Other	 254 	 (2,869)	 2,072 
   Net cash provided by (used in)
   investing activities	 21,508 	 (8,685)	 175,432 

Cash flows from financing activities:
Increase (decrease) in short-term borrowings	 (31,454)	 1,293 	 (256,558)
Proceeds from issuance of long-term debt	 49,702 	 18,338 	 405,400 
Repayment of long-term debt	 (70,206)	 (77,128)	 (572,643)
Proceeds from issuance of bonds	 —    	 32,462 	 —    
Repayment of bonds	 (36,404)	 (3,202)	 (296,933)
Other	 (4,855)	 (37)	 (39,600)
   Net cash used in financing activities	 (93,217)	 (28,274)	 (760,334)

Effect of exchange rate changes
   on cash and cash equivalents	 (1,047)	 951 	 (8,540)
Increase (decrease) in cash and cash equivalents	 (15,372)	 3,875 	 (125,383)
Cash and cash equivalents at beginning of the  six months	 115,292 	 126,187 	 940,391 
Cash and cash equivalents of
   newly consolidated subsidiaries 	 107 	 410 	 873 
Cash and cash equivalents at end of the six months	 ¥100,027 	 ¥130,472 	 $815,881 

Consolidated Interim Statements of Cash Flows 
Six Months ended September 30, 2002 and 2001 (unaudited)

                                                                                                                                                       Millions of yen
	 	 	 	 	 	 Net unrealized	 Foreign
	 	 	 Additional	 	 	 holding gains	 currency
	 Shares of	 Common	 paid-in	 Accumulated	 Land	 (losses) on	 translation
	 common stock	 stock	 capital	 deficit	 revaluation	 securities	 adjustments	 Treasury stock
Balance at April 1, 2002	 	2,867,549,861	 ¥ 215,167 	 ¥ 137,643 	 ¥ (63,068)	 ¥ 2,437 	 ¥ (73)	 ¥ (11,293)	 ¥ (128)
Net income	 	 	 	 	 5,229 	 	 	 	
Foreign currency translation adjustments	 	 	 	 	 	 	 	 1,345 	
Net unrealized holding losses on securities	 	 	 	 	 	 	 (969)	 	
Bonuses to directors	 	 	 	 	 (22)	 	 	 	
Effect of subsidiaries newly consolidated and	 	 	 	 	 	 	 	 	
   affiliates newly accounted for 
   by the equity method	 	 	 	 	 (2)
Effect of companies excluded from
   consolidation	 	 	 	 	 (306)	 	 	 	
Effect of revaluation of land	 	 	 	 	 82 	 (124)	 	 	
Treasury stock	 	 	 	 	 	 	 	 	 (624)
Balance at September 30, 2002	 	2,867,549,861	 ¥ 215,167 	 ¥ 137,643 	 ¥ (58,087)	 ¥ 2,313 	 ¥ (1,042)	 ¥ (9,948)	 ¥ (752)

                                                                                                                                       Thousands of U.S. dollars (Note 1)
	 	 	 	 	 	 Net unrealized	 Foreign
	 	 	 Additional	 	 	 holding gains	 currency
	 	 Common	 paid-in	 Accumulated	 Land	 (losses) on	 translation
	 	 stock	 capital	 deficit	 revaluation	 securities	 adjustments	 Treasury stock
Balance at April 1, 2002	 	 	 $ 1,755,033 	 $ 1,122,700 	 $ (514,421)	 $ 19,878 	 $ (595)	 $ (92,113)	 $ (1,044)
Net income	 	 	 	 	 42,651 	 	 	 	
Foreign currency translation adjustments	 	 	 	 	 	 	 	 10,971 	
Net unrealized holding losses on securities	 	 	 	 	 	 	 (7,904)	 	
Bonuses to directors	 	 	 	 	 (179)	 	 	 	
Effect of subsidiaries newly consolidated and
    affiliates newly accounted for 
    by the equity method	 	 	 	 	 (16)	 	 	 	
Effect of companies excluded from consolidation	 	 	 	 (2,497)	 	 	 	
Effect of revaluation of land	 	 	 	 	 669 	 (1,012)	 	 	
Treasury stock	 	 	 	 	 	 	 	 	 (5,090)
Balance at September 30, 2002	 	 	 $ 1,755,033 	 $ 1,122,700 	 $ (473,793)	 $ 18,866 	 $ (8,499)	 $ (81,142)	 $ (6,134)

Notes to Consolidated Interim Financial Statements
September 30, 2002 (Unaudited)

1. Presentation of Financial Statements
Kobe Steel, Ltd. (the "Company") and its consolidated domestic subsidiaries 
maintain their official accounting records in Japanese yen and in accordance 
with  the provisions set forth in the Japanese Commercial Code and accounting 
principles and practices generally accepted in Japan ("Japanese GAAP"). The 
accounts of overseas 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, 
2002.
	 Certain accounting principles and practices generally accepted in Japan are 
different from International Accounting Standards and standards in other 
countries in certain respects as to application and disclosure requirements.  
Accordingly, the accompanying financial interim statements are intended for 

use by those who are informed about Japanese accounting principles and 
practices.
	 The accompanying interim financial statements have been restructured and 
translated into English (with some expanded descriptions and the inclusion of 
statements of shareholders' equity) from the consolidated interim financial 
statements of the Company prepared in accordance with Japanese GAAP and 
filed with the appropriate Local Finance Bureau of the Ministry of Finance as 
required by the Securities and Exchange Law.
	 The translation 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, 2002, which was ¥122.60 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. Contingent Liabilities
At September 30, 2002, the Company and its consolidated subsidiaries were 
contingently liable for guarantees of loans of ¥11,200 million ($91,354 
thousand). This figure includes contingent guarantees and letters of awareness 
of ¥709 million ($5,783 thousand).

Consolidated Interim Statement of Stockholders' Equity
Six Months ended September 30, 2002 (unaudited)
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Kobe Steel is listed on the Tokyo Stock Exchange, the Osaka 
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Overseas, the Company's shares are listed on the London 
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