As President and CEO, I am pleased to present our results achieved in fiscal
2018 and the initiatives we are undertaking in the current fiscal year 2019.
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First, I will present the progress status of our 2018 Medium-Term Business Plan.
This will be followed by an explanation of the progress status of our core
measures.
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Under our 2018 Business Plan, for fiscal 2020 we have set targets of 5 trillion yen
in revenue, 5.3 trillion yen or less in total assets, and 11% return on equity. We
aim to generate a regular cash inflow of 1,320 billion yen, striving for wellbalanced operations enabling investment into growth areas and enhanced
financial soundness.
In fiscal 2018, free cash flow significantly exceeded our target.
In fiscal 2019, to prepare for possible deterioration in our market environment we
will further improve our fixed assets performance and generate profit from
business activities.
Concerning orders received, in fiscal 2018 medium-lot manufacturing was solid,
but overall, orders declined from cancellation of a steam power plant project and
shrinking of that market. In fiscal 2019, we will strive to secure new orders by
strengthening our servicing business.
Regarding growth strategies, we are implementing both short-term as well as
medium-and-long-term measures, as I will explain in detail later.
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In fiscal 2018, orders received failed to reach our initial target, mainly due to
cancellation or delay of large-scale projects.
Profit from business activities proceeded in line with our target, thanks to
progress in cash flow management and successful initiatives taken in all business
units.
We also achieved a surplus in free cash flow. This we believe was attributable to
the management reforms we have undertaken in recent years.
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In fiscal 2019, we are aiming to secure the orders for projects held over from
fiscal 2018. We are also striving to increase revenue particularly in the Power
Systems and Industry & Infrastructure segments.
Regarding profit from business activities, our aim is to improve the profitability of
our build-to-order product operations in the Industry & Infrastructure segment. We
are also aiming to drive up profit through improvements in productivity and asset
efficiency.
For fiscal 2020, we are holding to the targets – orders received, revenue, and
profit from business activities – we set on announcing our 2018 Business Plan.
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In fiscal 2018, Mitsubishi Hitachi Power Systems expanded its market share on
the back of launches of new competitive models amid shrinking of the gas turbine
market. In fiscal 2019 and beyond, we expect the gas turbine market to recover,
and as it recovers we hope to secure a high share of that market.
Reduction of our fixed costs is proceeding close to target. However, as the
market for new coal-fired plants scales down, our aim is to accelerate reduction
of our fixed costs and restructuring of our bases of operation, as well as to
strengthen our servicing business.
Concerning the MRJ, in March 2019 flight testing got underway, toward acquiring
type certification.
Regarding growth strategies, we are taking initiatives from both the short- and
medium-to-long-term perspectives. We are also taking a new framework under
consideration.
With respect to global Group management, going forward we will embed and
drive forward the various measures implemented to date.

8

The gas turbine market is currently shrinking, but in the medium-to-long-range
view the market is projected to grow steadily. We will take steps to increase our
market share by boosting the competitiveness of our products.
We have already received, or expect to receive, orders for 25 units of our JSeries air-cooled heavy-duty gas turbines – turbines that have achieved the
world’s highest power generating efficiency, 64%, contributing to reduction of
CO2. Shipment of the first unit is now scheduled for November 2019.
Development is also going forward of even more efficient, next-generation gas
turbines, to be launched within the next few years.
In the area of small and medium-scale gas turbines, demand can be anticipated
for systems that offer load-following operation, distributed generation, and units to
serve in mechanical drive applications. In fiscal 2018, orders increased
significantly over the previous year. In addition, our small and medium-scale gas
turbines acquired product certification as compressor drivers from the major oil
companies, so going forward we will take steps to expand orders for these units
further.
Concerning new technologies, we have already succeeded in developing mixed-

9

fuel gas turbines in which natural gas is mixed with a 30% hydrogen component,
in a quest to achieve a carbon-free society. We are also developing gas turbines
that are 100% hydrogen fired.
Meanwhile we are also working to develop autonomous operation of power
generating facilities. Our goal is to contribute to reducing CO2 emissions through
efficient operation of power plants.
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Steam power system operations will remain robust through fiscal 2020, thanks to
a solid order backlog.
From fiscal 2021, however, sales from new-build projects will decline amid the
current trend away from carbon.
As with gas turbines, in order to contribute to achieving low carbon in existing
steam power plants, going forward we will strive to apply AI and IoT technologies
to optimize their operation. We will also expand applications of flue-gas
desulfurization systems that contribute to reducing environmental loads.
In addition, we will strengthen our servicing business by shortening inspections
through use of drones, expanding support services to other-OEM fleets, and so
on.
We are currently making progress, as planned, in reducing our fixed costs and
restructuring our bases; and we will accelerate these efforts further.
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MRJ flight testing got underway on March 3rd, toward acquisition of type
certification.
On March 14th we received a Letter of Authorization from the U.S. Federal
Aviation Administration. Flight testing is now underway.
Work toward acquiring type certification is now in the final stages. Going forward,
we will continue ahead, working closely with the relevant authorities.
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Growth strategies are being carried out on two fronts: short-term measures led by
SBUs, and medium- and long-term measures led by Group Headquarters.
In executing growth measures, there are two main strategies: strategic allocation
of resources into growth areas, and making use of MHI Group’s shared platform.
In these ways, Group synergies are optimized.
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Among short-term initiatives, in the area of medium-lot manufacturing we have
undertaken M&A’s and strengthened our production system by concentrating our
allocation of funds generated from our built-up financial foundation. We have also
availed of our technology synergies and developed competitive products. As a
result, business in this area has nearly tripled in scale from the level of fiscal
2012. We believe, however, that there is still room for further expansion in the
years ahead.
Going forward, we will strive for business growth by strengthening our sales and
servicing capabilities and developing components, products and services that
respond to trends moving toward electrification and automation.
We will also develop more competitive products by applying our technology
synergies: for example, we will take the cutting-edge technologies we developed
for gas turbines and other products and apply them to electrically operated car
air-conditioners and autonomous operation of forklift trucks.
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Another area in which we are undertaking short-term initiatives is offshore wind
turbines. Today this market is expanding rapidly, and growth can be expected to
continue in the future as well.
In April 2014 we established a joint venture with Vestas, the world’s leading
supplier of onshore wind turbines. The JV is known as MHI Vestas Offshore
Wind.
MHI Vestas’ market share is projected to steadily increase. Support provided by
MHI will include production technology and control, quality management, and
forging of other systems in preparation for rapid scale expansion, as well as
support of expansion in North America and Asia.
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MHI has amassed a broad range of technologies and products, and many can
contribute to realizing the SDGs in various fields – including a low-carbon society,
environmental load reduction, and electric vehicles. In addition, through
systemization of these products and application of AI and IoT, we believe it’s
possible to resolve complex societal challenges.
As an example, in Australia, urban development in Western Sydney is being
planned with the aim of distributing urban functions, and MHI today is proposing a
variety of solutions such as energy management. In this way, going forward we
intend to propose solutions matched to the needs of particular regions.
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We are also actively proposing total solutions geared toward safety and security.
Today, society’s needs with respect to safety and security are expanding, in order
to cope, for example, with cyberattacks and natural disasters.
Up to now we have cultivated a broad range of technologies centering on the
defense and space areas. Going forward, we will propose solutions availing of
technologies and systems adaptable to these needs: for example, in the areas of
cybersecurity, situational awareness, and wide-area status observation.
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MHI FUTURE STREAM is our program encompassing medium- and long-term
growth strategy initiatives. It incorporates three aspects: “Mega Scan,” which
seeks out business opportunities in the image of society long into the future;
“Shift the Path,” which probes directional changes in existing businesses from a
medium- to long-range perspective; and “Technology Scouting,” which pursues
the cutting-edge – and potentially game-changing – technologies necessary for
the directional changes outlined in “Shift the Path.”
With respect to Mega Scan, in fiscal 2018 we perceived a shift in value from the
supply side to the demand side caused by societal changes and technology
innovations, as well as further advances in the artificial intelligence of machine
systems.
We considered how MHI Group’s businesses should shift – Shift the Path – in
response to changes such as these, from two aspects: energy and the carbon
cycle.
In terms of Technology Scouting, going forward we will establish co-creation
bases with outside partners capable of quick-cycle testbedding of ideas for new
technologies and business models.
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This is how we will “Shift the Path” from the energy aspect.
Up to now, value creation in the energy field consisted mainly of supplying
infrastructure: central power sources and so on.
In the energy field, supplying energy stably and at low cost and initiatives toward
achieving low carbon, etc. will remain important. At the same time, however, amid
changes in the social infrastructure – for example, progress in shifting to
distributed power sources – and technological innovations, today supplying value
in line with trends on the demand side is becoming increasingly important.
Against this backdrop, going forward MHI Group will provide machine systems
evolved through technological innovations such as AI.
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Here then is our approach to “Shift the Path” from the carbon cycle aspect.
From the standpoint of the global environment, society’s need for carbon
neutrality is increasing more and more.
What this indicates is that, as society consumes increasing amounts of fossil
resources, nature’s ability to deal with the carbon cycle has reached its limit.
Up to now, this problem has been addressed by achieving greater system
efficiency on the supply side and saving energy; but going forward, in order to
realize carbon neutrality, initiatives on the demand side are also becoming
important.
MHI is developing a broad spectrum of products in this area: including more
efficient clean gas energy systems, offshore wind farms, biomass usage, plant
factories, and carbon capture and storage. By providing systems integrating
these various products, we will contribute to the achievement of carbon neutrality.
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As part of Technology Scouting, today we are considering establishing cocreation centers with partner organizations.
In doing so, we have a number of objectives: to make social contributions through
venture business incubation and the resulting regional revitalization; to develop
employee entrepreneurship; and to create new Group businesses.
MHI Group will provide technical support for manufacturing technologies and the
utilities needed for that purpose, and pursue co-creation with start-up businesses.
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MHI’s main market – Japan – has matured since the 1990s, and our core
businesses – for example, thermal power – have also matured. In order for us to
grow in the future, we will need to strengthen businesses capable of global
growth and enter into growth areas.
Ever since our 2010 Medium-Term Business Plan, we have taken steps to carry
out various business structure reforms. Under our 2018 Business Plan, we will
embed and drive forward the results achieved through our reforms to date.
In line with global Group management, today we are considering three basic
policies: simultaneous achievement of stability AND growth; independent SBU
management AND Group synergy; and flexible AND quick management.
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Concerning “stability AND growth,” we will target portfolio management that
realizes stable growth. Through the activities of MHI FUTURE STREAM we will
allocate resources after determining our medium- and long-term directions as
MHI Group.
Initiatives will also be necessary in fields that transcend the framework of existing
businesses. Toward that end, we will establish a growth advancement unit under
the direct management of Group Headquarters. To this unit will be accorded a
certain budget and authority, to form a mechanism enabling dynamic activities.
With respect to “independent SBU management AND Group synergy,” because
market characteristics and MHI’s position differ for each business unit, the
optimal management structure will be created in accordance with the directions of
each business unit, authority will be transferred to each business unit, and a
shared platform realizing Group synergy will be developed.
Regarding “flexible AND quick” management, we will aim for structures as simple
and flat as possible. Meanwhile in terms of human resources – which are a
company’s greatest asset – we will take steps to develop managerial candidates
and to improve employee engagement.
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Here we see an overview of the measures to be implemented to achieve the
three basic policies of our global Group management structure.
Some of these measures are already underway: for example, the previously
explained MHI FUTURE STREAM and initiatives to explore projects in overseas
regions through coordination between overseas regional headquarters and the
business units.
Within the duration of the 2018 Medium-Term Business Plan, we will work out the
specifics of all of these measures.
This concludes our presentation.
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