Consolidated Interim Statements of Stockholders’ Equity
Sx months ended September 30, 2004 (unaudited)

Millions of yen

Foreign
Net unrealized  currency
Shares of Common Capital Retained Land holding gains  transaction
common stock stock surplus earnings revaluation on securities  adjustments Treasury stock
Balance at April 1, 2004 2,976,070,294  ¥218,163 ¥ 67,975 ¥ 31,633 ¥1,905 ¥ 20,994 ¥(9,554) ¥(989)
Net income - - - 15,690 — — — —
Adjustments from translation of foreign
currency financial statements - - - - - - 307 -
Decrease in unrealized holding gains on
securities - - - — — (2,902) — —
Cash dividends - - - (4,462) - - - -
Effect of changein interestsin
subsidiaries - - - 2,273 - — — -
Bonuses to directors - - - (14) - — — —
Increase due to merger of consolidated
subsidiaries - - - 7 - — - -
Decrease due to changes in consolidated - -
companies - - — (60) — —
Adjustment to revaluation of land 929 (939) — — —
Treasury stock - - - - - - - (423)
Balance at September 30, 2004 2,976,070,294 ¥ 218,163 ¥ 67,975 ¥ 45,996 ¥ 966 ¥ 18,092 ¥(9,247) ¥(1,412)
Thousands of U.S. dollars (Note 1)
Foreign
Net unrealized  currency
Common Capital Retained Land holding gains  transaction
stock surplus earnings revaluation onsecurities adjustments Treasury stock
Balance at April 1,2004 $1,964,547 $612,112 $ 284,854 $17,154 $189,050  $(86,033) $(8,906)
Net income - — 141,288 - — — —
Adjustments from translation of foreign currency financial
statements - - - - - 2,764 -
Decrease in unrealized holding gains on securities - - - - (26,132) — —
Cash dividends - - (40,180) - — — -
Effect of changein interestsin subsidiaries - - 20,467 - - - -
Bonuses to directors - - (126) — — — —
Increase due to merger of consolidated subsidiaries - - 63 — — - -
Decrease due to changes in consolidated companies - - (540) - — - -
Adjustment to revaluation of land - — 8,366 (8,455) — — —
Treasury stock — — — — — — (3,809)
Balance at September 30,2004 $ 1,964,547 $612,112 $414,192 $8,699 $162,918 $(83,269)  $(12,715)

See accompanying notes.

Notes to Consolidated Interim Financial Statements
September 30, 2004 (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 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 prevailing in the
respective countries of domicile.

The accompanying consolidated interim financial statements should beread in
conjunction with the financial statements and related notes included in the
Annua Report of the Company to stockholders for the year ended March 31,
2004.

Certain accounting principles generaly accepted in Japan are different from
International Accounting Standards and standardsin other countriesin certain
respects as to application and disclosure requirements.

The accompanying interim financial statements have been restructured and
trandlated into English (with some expanded descriptions and the inclusion of
statements of stockholders' 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 trandlation of the Japanese yen amountsinto U.S. dollarsisincluded
solely for the convenience of readers outside Japan, using the prevailing
exchange rate at September 30, 2004, which was ¥ 111.05 to U.S. $1.00. The
convenience translation 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.

Commencing in fiscal 2004, ending March 31, 2005, the Company and its
consolidated domestic subsidiaries adopted the new Japanese accounting
standard for impairment of fixed assets. As aresult, income before income
taxes for the first half of fiscal 2004, ended September 30, 2004 decreased by
¥ 9,075 million ($81.7 million). Accumulated impairment |osses are deducted
from the amounts of each asset.

2. Contingent Liabilities

At September 30, 2004, the Company and its consolidated subsidiaries were
contingently liable for guarantees of loans of ¥ 5,790 million ($52.1 million).
Thisfigure includes contingent guarantees and letters of awareness of ¥ 802
million ($7.2 million).





