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This presentation has been prepared by the Australasian Centre for 
Corporate Responsibility Inc. (“ACCR”).

Copyright
Any and all of the content presented in this presentation is, unless 
explicitly stated otherwise, subject to a copyright held by the ACCR. No 
reproduction is permitted without the prior written permission of ACCR.

No distribution where licence would be required
This presentation is for distribution only as may be permitted by law. It is 
not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction where such distribution, publication, 
availability or use would be contrary to law or regulation or would subject 
ACCR to any registration or licensing requirement within such 
jurisdiction.

Nature of information
None of ACCR, its officers, agents, representatives or and employees 
holds an Australian Financial Services Licence (AFSL), and none of them 
purports to give advice or operate in any way in contravention of the 
relevant financial services laws. ACCR, its officers, 
agents, representatives and employees exclude liability whatsoever in 
negligence or otherwise, for any loss or damage relating to 
this presentation or its publications to the full extent permitted by law.

This presentation has been prepared as information or education only 
without consideration of any user's specific investment objectives, 
personal financial situation or needs. It is not professional advice or 
recommendations (including financial, legal, tax, investment or other 
professional advice); it is not an advertisement nor is it a solicitation or an 
offer to buy or sell any financial instruments or to participate in 
any particular trading strategy. Because of this, no reader should rely 
upon the information and/or recommendations contained in 

this presentation. Users should, before acting on any 
information contained herein, consider the appropriateness of the 
information, having regard to their objectives, financial situation and 
needs. It is your responsibility to obtain appropriate advice suitable to 
your particular circumstances from a qualified professional before acting 
or omitting to act based on any information obtained on or through 
the presentation. By receiving this presentation, the recipient 
acknowledges and agrees with the intended purpose described above 
and further disclaims any expectation or belief that the 
information constitutes investment advice to the recipient or otherwise 
purports to meet the investment objectives of the recipient.

Nothing in this presentation is intended to be, nor should it be construed 
as, a “solicitation of proxies” under the FIEA. ACCR is not soliciting any 
action based upon this presentation and will not be responsible for any 
decision by any shareholder or other person based on, or by reference to, 
any information given or opinions expressed in this presentation.

In this presentation, ACCR is not soliciting or requesting the joint exercise 
of voting rights or any other shareholder’s rights, and does not have the 
intention to be treated as any of “joint holder” (kyoudou hoyuu-sha) or 
“Specially Related Persons” (tokubetsu kankei-sha) under the FIEA, or 
“closely related parties” (missetsu kankei sha) under the FOREX.

Any prices stated in this presentation are for information purposes only 
and do not represent valuations for individual securities or other financial 
instruments. ACCR does not represent that any transaction can or could 
have been affected at those prices, and any prices do not necessarily 
reflect ACCR’s internal books and records or theoretical model-based 
valuations and may be based on certain assumptions. Different 
assumptions by ACCR or any other source may yield substantially 
different results.

Information not complete or accurate
The information contained in this presentation has been prepared based 
on material gathered through a detailed industry analysis and other 
sources and although the findings in this presentation are based on a 
qualitative study no warranty is made as to completeness, accuracy or 
reliability of fact in relation to the statements and representations made 
by or the information and documentation provided by parties consulted 
as part of the process.

The sources of the information provided are indicated in 
the presentation and ACCR has not sought to independently verify these 
sources unless it has stated that it has done so. ACCR is not under any 
obligation in any circumstance to update this presentation in either oral 
or written form for events occurring after the presentation has been 
issued. The presentation is intended to provide an overview of the current 
state of the relevant industry or practice.

Links to Other Websites
This presentation may contain links to other websites not owned or 
controlled by the ACCR and ACCR assumes no responsibility for the 
content or general practices of any of these third party sites and/or 
services whose terms and conditions and privacy policy should be read 
should you access a site as a result of following a link cited in 
this presentation.



EXECUTIVE SUMMARY
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• Japan needs a credible lead market for lower-emissions steel to generate returns on new electric arc 
furnaces (EAFs) and other decarbonisation investments.

• The GX Steel label does not reliably indicate lower embodied emissions, as reductions can be pooled across 
different processes and sites, and there are insufficient guardrails to ensure additionality.

• GX Steel is not interoperable with leading international standards, which predominantly use product-level 
embodied emissions.

• Concerns about GX Steel’s robustness and interoperability risk limiting buyer confidence. Under current 
policy settings, it is unclear whether Japan will meet its early 2030s lead market target. This could affect 
returns on decarbonisation investments and harm longer-term investment confidence.

• Japan has an opportunity to phase in an approach which is interoperable with embodied emissions 
methodologies while also providing clearer market targets, public-procurement plans and progress reporting.

• Investors can engage steelmakers, buyers and policymakers now to improve label integrity, international 
alignment and market formation.



JAPAN’S GX STEEL LABEL 
AND LEAD MARKET
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JAPAN NEEDS TO DEVELOP A LEAD MARKET FOR LOWER-EMISSIONS 
STEEL
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• Japan is the world’s third largest steel producer. 
Steelmaking accounts for around 14% of its 
emissions.

• Steelmakers want to deploy decarbonisation 
technologies commercially in the near term: large 
scale EAFs from 2028 and hydrogen injection and 
CCS abatement for blast furnaces from 2030.

• A lead market, where lower-emissions steel is 
bought at a premium, is needed to generate returns
on these initial investments.

• Getting policy right is critical to shaping the 
economics of the steel sector transition now and 
into the future.



JAPAN SUPPORTS STEEL DECARBONISATION AND LEAD MARKET 
FORMATION THROUGH ITS GX TRANSITION FINANCE PROGRAM

21 October 2026Making the Grade: Why reforming Japan's steel labelling is essential to a competitive transition 6

*For more detail on GX support for steel, see Appendix slide 24 and ACCR, Optimising 
Transition Finance in the Japanese Steel Value Chain

• ‘Green Transformation’ (GX) is Japan’s flagship transition finance program. It will provide 
¥20 trillion in transition finance across the Japanese economy from FY2023-33.

• GX provides financial support for steel decarbonisation, including technology R&D, blast 
furnace conversions to electric arc furnaces, and demand creation through public 
procurement and consumer subsidies.* 

• The ‘GX Steel’ label determines which steel products are eligible for financial support and 
communicates emissions reduction information to lead market buyers. 

• The government is targeting a 3 Mtpa lead market for GX Steel by the early 2030s.

https://www.accr.org.au/insights/investor-bulletin-optimising-transition-finance-in-the-japanese-steel-value-chain/
https://www.accr.org.au/insights/investor-bulletin-optimising-transition-finance-in-the-japanese-steel-value-chain/


GX STEEL USES A DISTINCT EMISSIONS ACCOUNTING APPROACH
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GX Steel products can pool emissions reductions
• GX Steel can draw on emissions reductions from different processes and sites 

within a company, using accounting methodologies called ‘mass balance’ and 
‘allocation method’.*

• These methodologies were developed by the Japan Iron & Steel Federation (JISF), 
the main industry association for blast furnace steelmakers in Japan.

Steel labelling outside Japan generally use embodied emissions
• Most international steel labels and taxonomies use embodied emissions, 

requiring a physical link between products and emissions reductions from 
particular processes and sites.1

*See Appendices for more detail on how these methodologies work.

1 For example: Low Emissions Steel Standard (LESS) in Europe; C2F Standard in China

https://lowemissionsteelstandard.org/
https://www.c2fsteel.com/evaluation


GX STEEL IS ELIGIBLE FOR SUBSTANTIAL POLICY SUPPORT
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Supply-side support

Reduces the cost of converting 
blast furnaces (BF) to electric arc 
furnaces (EAF) and supports R&D
into new emissions reduction 
technologies.

• Up to 1/3 of CAPEX for conversion of BFs to EAFs producing high-quality steel 
with at least 50% lower-emissions.

• 10 years of OPEX tax credits for the same EAFs, subject to plans to create at 
least 10% added value.

• Various R&D funding programs for emissions reduction technologies –
primarily BF abatement, with a smaller amount for EAF technology.

Demand-side support

Aims to increase market uptake of 
lower-emissions, premium-priced 
steel.

• Up to ¥50,000 in consumer subsidies per Clean Energy Vehicle* purchased.

• Priority procurement in public works (currently being piloted, reaching scale in 
2030).

• GX Steel is included in zero-emissions building and shipbuilding subsidy 
programs.

*Includes BEVs, PHEVs, FCVs and FCEVs.



EMISSIONS REDUCTIONS FOR GX STEEL CURRENTLY COME FROM 
BLAST FURNACE ABATEMENT AND NEW EAFS
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Near-term decarbonisation will focus on blast furnace abatement and large-scale EAFs, while H₂-DRI-EAF 
remains a longer-term option.



KEY CONCERNS WITH 
GX STEEL
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GX STEEL LABELLING DOES NOT RELIABLY INDICATE LOWER-EMISSIONS 
STEEL
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GX Steel does not provide sufficient assurance of product-level emissions 
reductions
• Not necessarily embodied emissions: GX Steel products may not have lower embodied 

emissions because reductions can be pooled across different processes and sites. 

• Insufficient assurance for buyers: GX Steel does not offer the transparency necessary 
to demonstrate that claimed emissions reductions are additional and result from 
credible decarbonisation investments.

The GX Steel 'mass balance' method differs from conventional 
mass balance approaches, which maintain a close link to physical 
material flows. The GX Steel method permits broader, less 
traceable pooling of emissions reductions.



GX STEEL IS NOT INTEROPERABLE WITH LEADING INTERNATIONAL 
STANDARDS
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• Major international standards and emerging regulatory frameworks increasingly rely on 
embodied emissions approaches. Industry standards in Europe (LESS) and China (C2F), 
which cover 60% of global production, use embodied approaches. Emerging regulatory 
standards, such as CCTS in India and ESPR in the EU, use embodied approaches.

• GX Steel’s pooled emissions approach is not widely recognised, including by the GHG 
Protocol or SBTi.

International standards are converging on embodied emissions approaches, not 
pooled emissions approaches



THIS LACK OF INTEROPERABILITY COULD LIMIT DEMAND FOR GX STEEL
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The Japan Iron & Steel Federation (JISF) is advocating for global adoption of GX Steel 
methodologies. This may be challenging given the prevalence of embodied emissions approaches.

Where GX Steel is incorporated into automotive policy measures or regulatory 
schemes, we request that implementation be aligned with internationally recognised 
rules and standards.

-- JAMA [Japan Automobile Manufacturers Association] submission to METI Environmental Technology and Policy Committee, May 
2026 (machine translated from Japanese to English)

Automakers, the largest potential customer group, have raised concerns about 
interoperability

https://www.meti.go.jp/shingikai/mono_info_service/green_steel/follow_up/pdf/003_05_00.pdf


CURRENT POLICY SETTINGS MAY BE INSUFFICIENT TO MEET THE GX 
STEEL TARGET
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Nippon Steel estimates the GX Steel market 
will remain below be <1 Mtpa in 2030, well 
short of the 3 Mtpa target

Further measures to drastically stimulate 
private-sector demand [are] required given the 
significant gap between future supply capacity 
and the foreseeable market size under current 
policies.

-- Update on Developments, Investments and Market Creation, 
May 2026

Source: Nippon Steel, Update on Developments, Investments and Market 
Creation, May 2026, p. 59

https://www.nipponsteel.com/en/ir/library/strategy/pdf/20260514_100.pdf


GREATER CLARITY ON GX STEEL TARGETS AND PROGRESS IS NEEDED
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…and it remains unclear how the 3 Mt target can be achieved
• Policy roadmaps: limited information on how much demand will come from public and 

private procurement, or how much supply will come from blast furnaces and EAFs.

• Progress data: public information from the government and industry is insufficient for investors 
to independently assess progress.

The government’s GX Steel target appears to have been reduced…
• The 2023 GX Basic Policy set a target of 10 Mt green steel supply by FY2030.

• The 2026 Growth Strategy instead sets a 3 Mt target for the domestic and international 
market for ‘high-quality’ green steel by the early 2030s, with no reference to the earlier 10 Mt 
target.

https://www.env.go.jp/council/content/i_05/000105857.pdf
https://www.env.go.jp/council/content/i_05/000105857.pdf
https://www.cas.go.jp/jp/seisaku/nipponseichosenryaku/kaigi/dai3/shiryou2.pdf


THE GX STEEL APPROACH MAY  DELAY THE STEEL TRANSITION
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Weak lead market formation risks incentivising lower-impact investments while undermining 
higher-impact alternatives.

Risk of 
incentivising 
lower-impact
investment

• GX Steel may incentivise incremental improvements to existing blast furnaces. These 
investments face high technical and commercial barriers, and risk locking in coal use.

• They may also divert capital from technologies with greater decarbonisation and 
commercial potential, such as EAFs.

Risk of 
undermining 
higher-impact 
investment

• EAFs due online in 2028 and 2029 need sufficient demand at premium prices to achieve 
return on investment.

• Low demand for premium-priced GX Steel may also affect access to OPEX tax credits, 
which are conditional on achieving 10% greater added value than a blast furnace.

• Insufficient returns on EAFs could weaken confidence in future decarbonisation 
investment.



IMPROVING GX STEEL
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IMPROVING LABEL INTEROPERABILITY AND INTEGRITY
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Low Emissions Steel Standard (LESS) is an example of a leading steel label 
which uses embodied emissions and a sliding scale for scrap usage, to 
encourage decarbonisation investment

GX Steel should transition towards alignment 
with global embodied emissions standards.

• Japanese steelmakers and policymakers 
could develop a plan for creating and phasing 
in an embodied emissions methodology. 

• Market and attribute-based methodologies 
(e.g. Book-and-Claim systems*), could 
complement a foundational, embodied 
emissions approach. These methods should 
be developed in consultation with 
international standard setters which are 
developing guardrails for such approaches.

*See RMI https://rmi.org/resources/unlocking-low-emissions-steel-introducing-a-book-and-
claim-framework-for-the-iron-and-steel-sector/

Source: The Steel Decarbonisation Scale, Responsible Steel & Low Emissions 
Steel Standard (LESS)
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STRENGTHENING THE ROADMAP FOR GX STEEL MARKET FORMATION
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• Targets: Confirming overall market formation targets and estimating the contribution 
of different support policies would help set expectations.

• Public procurement: Setting targets for public procurement of GX Steel would 
provide greater certainty about demand and expected premiums.

• Progress reporting: Tracking market development and policy impacts, including in 
the private sector, would support timely policy improvements.

The Ministry of Economy, Trade and Industry (METI) could build market confidence by 
clarifying its plans for GX Steel.



JAPAN'S GROWTH AGENDA CREATES A ROLE FOR INVESTOR 
ENGAGEMENT ON GX STEEL
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• A role for investors in Japan’s renewed growth agenda: Prime Minister Takaichi is seeking 
to reinvigorate economic growth and capital productivity, and investors can play an 
important role in facilitating this through constructive dialogue with companies. 

• GX Steel is an important engagement issue: GX Steel is a key part of Japan’s new Growth 
Strategy. Investors have an interest in supporting a timely, robust GX Steel market that 
helps Japan’s steel sector remain internationally competitive.

Japanese policy priorities support constructive engagement by long-term 
institutional investors



NOW IS A CRITICAL TIME TO ENGAGE, AS GX STEEL MARKET 
DEVELOPMENT AND STANDARDS ALIGNMENT ACCELERATE
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• Industry and policymakers are focused on market formation. New EAFs need sufficient 
premium-priced demand to generate returns, while Japan is targeting a 3 Mtpa green 
steel market by the early 2030s.

• International standards are evolving. The EU will introduce embodied emissions steel 
labelling in early 2027, India is due to review its embodied emissions steel ratings in 
late 2027, and the GHG Protocol and ISO are developing an integrated corporate 
emissions accounting standard for 2027/28. 



PRIORITY ENGAGEMENT APPROACHES FOR INVESTORS
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Steelmakers
Ask Japanese blast furnace steelmakers and the Japan Iron and Steel Federation 
(JISF) to develop a plan to align GX Steel accounting with embodied emissions 
standards.

Steel buyers
Ask companies and industry associations in key Japanese demand sectors, e.g. 
automakers and construction, to identify the emissions information and policy 
support needed to scale GX procurement.

Policymakers Engage METI on the need to align GX Steel with an embodied emissions approach, 
and improving transparency on market formation plans and progress.



APPENDICES
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THE GX STEEL LABEL APPLIES ONLY TO NEW DECARBONISATION 
INVESTMENTS, NOT EXISTING LOW-EMISSIONS STEEL
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To qualify for the GX Steel label, steel products must:

• Be produced by steelmakers that have invested in technologies to 
reduce scope 1 and scope 2 emissions, AND

• Have significantly higher production costs due to those investments. 

Low-emissions steel from scrap EAF furnaces is not eligible for GX support, because 
it does not result from new emissions reduction investments that increase production 
costs. The government recognises1 the need to encourage purchases of non-GX, low-
emissions steel, but has not yet developed concrete measures for this. 

1. METI, Green Steel for GX, https://www.meti.go.jp/files/900011785.pdf#page=33

https://www.meti.go.jp/files/900011785.pdf#page=33


GX STEEL CAN BE SOLD WITH OR WITHOUT EMISSIONS REDUCTION 
CERTIFICATES
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With emissions reduction certificates Without emissions reduction certificates

‘Mass balance’ method 
• Full scope 1-3 data (i.e. Carbon Footprint of 

Product, CFP) before emissions reductions 
are applied is provided.

AND
• Certificates for pooled scope 1,2 emissions 

reductions (i.e. Reduced Emissions of 
Product, REP) are also provided.

‘Allocation’ method
• Pooled emissions reductions are 

incorporated directly into CFP (i.e. CFP –
REP)

• No emissions reduction certificates are 
provided.

• Full scope 1-3 data (CFP) is published 
separately.



EXAMPLE OF EMISSIONS POOLING UNDER GX STEEL
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Scope 1,2 emissions reductions are pooled

Pooled emissions 
reductions credited to 

reduce scope 1,2 emissions.

A corresponding volume of 
steel is sold as GX Steel.

Charts: Adapted from JISF, English version of GX Steel Guidelines (Revised January 2026), pp.3, 16

t-CO2e/t of 
steel

GX 
Steel

Mt steel

Non-GX Steel

Mt steel

Scope 1,2 
emissions

Scope 3 
emissions

t-CO2e/t of 
steel

Reductions are credited to lower the reported emissions intensity 
of 'GX Steel'

Pooled emissions reductions through investments 
across the organisation

Note: The charts illustrate the ‘allocation method’, under which pooled emissions reductions are incorporated into product emissions data. Under the ‘mass balance’ method, the 
same pooling principle applies, but emissions reductions are instead reported through accompanying certificates.

https://www.jisf.or.jp/business/ondanka/kouken/greensteel/documents/GXSteelGuidelinev4.1_translation_May2026.pdf


THE LATE 2020S ARE A CRITICAL PERIOD FOR GLOBAL STEEL MARKET 
DEVELOPMENT
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The EU will introduce embodied emissions 
steel labelling in early 2027.
India will review and is likely to further tighten 
its embodied emissions steel taxonomy in late 
2027.

FY2027

JFE’s converted EAF, targeting more than 50% 
emissions reduction, is due to come online in 
the first half of 2028.
The GHG Protocol and ISO standards are due 
to be combined into an updated corporate 
emissions accounting standard by late 2028.

FY2028

Nippon Steel’s converted EAF, targeting more 
than 50% emissions reduction, is due to come 
online in the second half of 2029.

FY2029

COURSE50 blast furnace abatement 
technology, targeting 30% emissions 
reduction, is due to be installed commercially 
from FY2030.

FY2030

The Japanese government is targeting a 3 
Mtpa GX Steel market by the early 2030s.

FY2030-2035



EXPANDED ENGAGEMENT APPROACHES FOR INVESTORS
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Steelmakers

• Transition to embodied emissions: Ask for a plan to adopt embodied emissions accounting, starting with demonstrated 
transparency of emissions reductions sources in existing GX Steel products.

• International advocacy: Ask for disclosure on whether the plan is consistent with international best practice and how 
companies are advocating internationally for embodied emissions approaches.

• Domestic advocacy: Seek positive advocacy on clearer public procurement and GX Steel targets.

Steel buyers

• Disclosure requirements: Ask major steel-buying sectors (automotive, construction, etc.) to specify what information 
they require from suppliers on GX Steel – including product-level emissions and calculation methods.

• Public advocacy: Request that purchasers take public positions on GX Steel labelling that reference embodied 
emissions and alignment with international standards.

• Procurement plans: Request procurement plans that set targets for reducing procured steel emissions over time.

Policymakers

• GXA: Engage the GX Acceleration Agency on the need to align GX Steel with international standards. GXA is a cross-
ministerial agency set up to engage stakeholders on GX-related topics.

• METI: Request improved interoperability of GX Steel emissions accounting with embodied emissions standards; 
transparency on public procurement volumes and premiums; targets on GX Steel market formation; and reporting on 
progress of policy measures for private-sector purchasers (e.g. CEV steel subsidy).
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