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What does the Hitachi Metals Limited sale mean for the industry?
By John Ebert
•
•
•
•

Hitachi Metals Ltd (HML) was sold to a US concern in May 2021
Historically, how has patent enforcement of HML rare earth patents affected the US
speaker industry?
Why is US ownership of HML rare earth patents important to North American speaker
manufacturers?
What does this mean for the US speaker industry, going forward?

This White Paper will offer a glimpse into the machinations of the Rare Earth Patent
enforcement vehicle, then and now, and why the US speaker industry needs to pay close
attention.
Who is Hitachi Metals Ltd?
Hitachi Metals, Limited (or HML) is a Japan-based company. As described in the Hitachi
website, HML are engaged in the provision of metal products and advanced metals,
electronics and information, and functional components.
Its Advanced Metals business
divisions engage in the manufacture of: specialty steels, automotive castings, advanced roll
technologies and piping components. Its Advanced Components and Materials business
divisions engage in: magnetic materials, advanced materials for power electronics, electric
wire and cable, and automotive components.
Most important to the US speaker industry, is HML’s ownership and licensing of over 600
sintered Rare Earth patents, worldwide. In the United State alone, HML controls the licensing
of over 100 Rare Earth patents. These patents were purchased from Sumitomo Special Metals
Corporation in 2007 under the brand of Materials Magic. In the process, HML acquired all
Sumitomo’s original patentholders, including Ningbo Yunsheng Co. Ltd.
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The sale of the Rare Earth patents from Sumitomo to Hitachi propelled HML to a position of
dominance in North America, after the Sumitomo Rare Earth patents had expired in Asia after
1994 and in Europe after 2004. HML licenses the development, manufacture and marketing of
sintered NdFeB materials within North America. Every sintered NdFeB permanent magnet or
magnetic assembly containing said permanent magnets, which is sold in North America must
be licensed with HML.
There are currently only eleven patentholders, licensed by HML to operate in the business of
sintered NdFeB permanent magnets within USA, Mexico and Canada. Eight patentholders,
including Ningbo Yunsheng, were among the original patentholders with Sumitomo Special
Metals Corp. Three others were added in 2013, when the HML licenses were renewed for the
North American market.

HML 2012 USITC enforcement action
The value of any patents lies with the owner’s willingness to conduct enforcement actions
against violations of the said patents. HML has proved, time and again, its willingness to
enforce the protection of its patents and pursue violators. Any US, Canadian or Mexican
company not conforming to the letter of the law runs the gauntlet against HML’s ample force
of 1300+ patent attorneys.

430 North Canal Street, Units #2 & 3, South San Francisco, CA 94080
(800) 733-8882 Tel: (650) 827-7928 Fax: (650) 827-7927
Email: service@yunshengusa.com
www.yunshengusa.com Sp.YunshengUSA.com

WHITE PAPER
The most recent of these enforcements was conducted in September 2012, when HML
launched a USITC Section 337 lawsuit investigation through the US Patent and Trademark
Office (USPTO). The lawsuit was conducted against twenty-six US-based companies and
three Chinese manufacturers for patent infringement in the North American marketplace.
The list of companies covered the gamut of industries including: speakers, power tools, motor
manufacturers, golf accessories, magnet distributors, automotive, laser components, etc. No
industry was spared. HML went as far as to name three Chinese NdFeB permanent magnet
manufacturers, supplying infringing materials to the North American marketplace without
licensing.
The Section 337 investigation lawsuit was concluded HML’s favour on May 2013, with Ningbo
Yunsheng as the last patentholder to renew and extend its license with HML. Thus, the
Hitachi Rare Earth patents would remain in force until May 2021, when the first of two Rare
Earth patents reach their expiration.

Challenges to the HML patents in North America have continued since. The Alliance, a
consortium of 21 unlicensed Chinese NdFeB manufacturers, conducted a four-year campaign
to delegitimize HML’s Rare Earth patents in the hope of opening up the North American
marketplace to unlicensed Chinese NdFeB manufacturers, who numbered upwards of 300
independent factories at the time. In Jan 2019, this latest challenge was categorically repulsed
when the USPTO ruled against the Alliance. Once again, HML was victorious, cementing its
grip over the North American marketplace.
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Hitachi announces the sale of HML
The HML business units were put up for sale in the second half of 2020, as Hitachi continued
its divestiture of subsidiary businesses to cover growing corporate losses during the pandemic
year. In Aug 2020, Hitachi announced the sale of a 53% stake in HML, valued at 660-700B yen
(equivalent to US$6.4-6.6B).
The shortlist of buyers was extensive and attracted investment funds and potential bidders
from Taiwan, Korea and even China. Notable among the suitors was Neo Performance, the
Canada-based holding company for Singapore-based, Magnaquench, which already
dominated in bonded (plastiform) rare earth magnetic materials. Even one of HML’s own
licensees, China-based NdFeB magnet conglomerate, San Huan, made a bid.
From the moment HML was put up for sale, there was only ever one viable option for Hitachi
and the US. In the wake of escalating tensions between China and USA over tariffs and IP
violations, and growing territorial disputes between China and Japan, the HML Rare Earth
patents needed to remain in North America. Hence, a Chinese buyer was never a viable
strategic risk. Yet, Neo Performance also had to be discounted. If HML was the de facto
emperor of rare earth magnetic materials, then Magnaquench was its crowned prince. A
union between Magnequench and HML would have created the world’s singular monopoly in
rare earth mining, processing and permanent magnet production.
Rare Earth patents remain in the USA
Any sale of this strategic Japanese holding would have had to receive the blessings of both the
Japanese and US governments. Both are members of the Quadrilateral Security Dialogue (or
the Quad Nations). President Trump, cemented the four nations of India, Australia, Japan
and the USA, into the Quad Nations as an alliance against China’s growing dominance in Rare
Earth materials. Therefore, HML could only have ever been sold to an American concern or
remained in Japanese hands.

President heads up the Quadrilateral Security Dialogue in a US-Japan alliance against China’s global ambitions
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Three US funds were shortlisted, including: KKR & Co., Carlyle Group and Bain Capital.
Private-public funds, Japan Investment Corp., and Japan Industrial Partners Inc., also threw
their names into the hat, with a provision of teaming up with any one of the US buyers. On
April 28th, 2021, Bain Capital tendered an offer to purchase HML for 817B yen (equivalent to
US$7.5B), just one week before the expiration of the first of two Rare Earth patents. HML has
since been delisted off the Tokyo Stock Exchange and now operates as a private corporation.
Enforcement of Rare Earth patents in North America
•
•

Why is US ownership of HML rare earth patents important to North American speaker
manufacturers?
What does this mean for the US speaker industry, going forward?

The Section 337 USITC lawsuit of 2012 and HML’s 2019 victory over the Alliance, are
classic demonstrations of the power of enforcement and protecting patents from legal
challenges. Why bother to patent an invention or discovery if you are unwilling to pursue
enforcement against its unauthorized use? Without doubt, the US$7.5B question should be,
not if, but when do Bain Capital and its Japanese consortium partners (JIC and JIP), plan to
start pursuing the enforcement of their 600+ Rare Earth patents in North America?
Certainly, why spend US$7.5B to purchase patents that you do not intend to license,
receive royalties, and protect against infringement?
While it may take a few months to transfer operations, and put into place management
structures for the new ownership, the HML business units have effectively, continued to
operate, without disruption, since the sale was first announced. Once Bain Capital has
completed its basic housekeeping, the next steps will be clear:
1. Reassess their list of key patentholders, renewing licensing strategically, based on
profitability, volume, industry influence and market impact. Locking down these key
patentholders will be a priority.
2. Conduct investigations of the marketplace for potential violations and develop a list of
targets for an eventual enforcement action.
3. Review the marketplace for new patentholders to expand licensing revenue. This list
will be the basis for refreshing unprofitable, unproductive patentholders with new ones.
4. Before reaching out to the next generation of patentholders, launch an enforcement
action to make an example of violators (who may eventually become patentholders).
5. Actively pursue the next generation of patentholders, after a clear, first demonstration
of enforcement and penalties against violators.
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How does this end?
The simple answer is it does not end. Enforcements will be more frequent and penalties will
become more severe. For the HML of old, enforcements of the Rare Earth patents were a
matter of show, in order to show enforcement had been exercised. Yet, violations that were
reported to HML were rarely investigated or pursued by HML Japan. Culturally, such
demonstrations of enforcement were deemed impolite.
However, now that these Rare Earth patents reside in America, you can rest-assured that a far
more serious long-term view of IP protection and punishment of infringement, will preside.
President Trump started a tariff war over allegations of repeated IP violations by China.
President Biden is pressing for self-sufficiency in critical materials and Rare Earth Elements
(REE) to meet US decarbonization goals. The USMCA treaty that replaces NAFTA, brings the
three nations of North America closer than ever in reshoring and nearshoring manufacturing
initiatives. Mexico, which is the least stringent on patent enforcement, will be impelled to step
up and align itself with the US and Canada.

US owns Rare Earth patents

Implementation of patent enforcement across three nations under USMCA

Speaking personally, I laboured through the 2012 USITC lawsuit, with more than a half dozen
customers, who were unfortunate to be caught using unlicensed (non-Yunsheng) materials by
HML. The cost in attorney fees and production shutdown from cease-and-desist orders were
devastating, not to mention the onerous legal conditions imposed by HML. And this was
HML Japan being polite!
The already tight margins in this market sector make for extremely, challenging cost structures.
Then, you add in the 25% tariffs and the rising shipping costs. For the speaker industry,
individual companies will need to make the decision to either use licensed materials (all the
time) in their products or run the risk of enforcement actions and the ensuing penalties that
will follow. There is no easy answer. You just have to pick your poison.

--- END ---
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