
As President and CEO, I am pleased to present this overview 
of our 2018 Medium-Term Business Plan.
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First, I would like to review the results of our 2015 Business 
Plan.
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Here we see an overview of our key business and financial 
results.

The results gave us reason for reflection in two respects: 
business scale – net sales – grew too slowly; and we missed 
our operating income target by a significant margin. These 
outcomes were both linked directly to a deterioration in our 
business environment—marked by a sharp, unanticipated 
downturn in the thermal power systems market, as well as 
sluggishness in the steel and oil & gas markets. Results were 
also impacted by MRJ development delays and cost 
increases. In response we implemented a variety of measures; 
but improvement during the period of the 2015 Business Plan 
was limited. Going forward, we intend to prepare better for 
potential challenges.
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With respect to free cash flow, by implementing a number 
of measures, including improvement of our cash 
conversion cycle, we were able to absorb the financial 
impact of the South Africa project, the MRJ and so on. 
We succeeded in achieving our FCF target of 200 billion 
yen.

In terms of shareholder equity, although we made 
progress, we did not reach our original target of 2,050 
billion yen, due largely to missing our operating income 
target, and extraordinary losses from the cruise ship 
business.
As to dividends, although we undershot our income target, 
we were able to maintain an annual dividend of 120 yen 
per share during the three years of the 2015 Business 
Plan.
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Our financial foundation is sound – stronger than targeted –
thanks to initiatives taken particularly with respect to cash flow 
management and asset management.

Interest-bearing debt was reduced beyond our original target: 
the combined result of improved working capital efficiency, 
cash conversion cycle improvement from squeezing working 
capital, and robust asset management. Our debt/equity ratio 
reached the lowest level in our history.
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Next, I will turn to our business structure reforms and 
corporate governance initiatives.

Starting with our 2010 Medium-Term Business Plan, we took a 
number of steps to make effective use of our management 
resources, including the introduction of a strategic business 
evaluation system, the launch of new domain structures, and a 
review of our business portfolio – organizational, structural and 
systemic reforms that stand very near completion. With 
respect to corporate governance, we set up an Audit and 
Supervisory Committee, introduced a chief officers system, 
and increased the ratio of our outside directors. However, we 
also faced a number of challenges, and by way of response 
we carried out additional measures to reinforce our risk 
management structure.
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We also took steps to improve our business processes, and in 
various areas we made structural and directional 
improvements – activities which will continue going forward.

As for our future direction, we will further apply and expand on 
the improvements already achieved, develop globally capable 
managers, strengthen our ability to create new businesses and 
to integrate state-of-the-art technologies, and apply 
digitalization over an ever-wider range of areas.
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To respond to various challenges that came up during the 
period of the 2015 Business Plan, we took steps to reinforce 
our risk management structure.

Because risks are becoming increasingly diversified and 
complicated as a result of globalization and new regulations, in 
order to reinforce our organization and systems as well as to 
foster a culture responsive to risk, in fiscal 2016 we 
established a Business Risk Management Division and drew 
up a Business Risk Management Charter. Going forward, we 
will continue to strengthen our risk analysis and response 
capabilities, cultivate a risk management culture, and develop 
risk-responsive human resources.
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Next, I will present an overview of our 2018 Medium-Term 
Business Plan.
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During the three years of our 2015 Medium-Term Business 
Plan, we focused on various reforms and crisis response. We 
see our 2018 Business Plan as the first step toward achieving 
a sustainable growth trajectory. In addition to thoroughly 
driving earnings recovery and taking steps to achieve growth 
strategies that match social change, over the next three years 
we will invest in businesses that will immediately contribute to 
business expansion. We will also radically strengthen the 
business structure of the MRJ and restructure our thermal 
power systems business. We believe that firmly carrying out 
these plans will lead to our further growth.
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Under our 2018 Business Plan, we will once again take up the 
challenge of achieving a business scale of 5 trillion yen—a 
target that went unachieved during our 2015 Business Plan. In 
addition, we will proceed with making our balance sheets more 
efficient, striving to achieve as close to 5 trillion yen in total 
assets as possible. We have set our ROE target at 11%. By 
improving our profitability, we aim to improve our market value.
Once we reach the targets of our 2018 Business Plan, we aim 
to achieve a Triple One Proportion: equal ratios between net 
sales, total assets and market value. We will also make further 
capital improvements and reach higher profitability.

Embedding business structure reforms is a foundational step 
for achieving our targets. This means strengthening our 
domain system, while continually optimizing our product 
portfolio to match the needs of the time. We will also 
strengthen and embed risk management, strengthen our 
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global management capabilities, and nurture the 
development of a globally attuned corporate culture and 
human resources. By implementing growth strategies 
based on our Long-Term Vision, we will strive to achieve 
management that is well balanced between business 
growth and financial soundness, enabling us to grow into 
a global company with sustained growth potential.
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As a managerial goal that will enable us to respond to the 
needs of all stakeholders and society in a sustained and 
harmonious way, we launched the “Triple One Proportion” or 
“TOP” concept. This calls for equal ratios between net sales, 
total assets and market value. Although these ratios vary 
depending on a company’s type and growth phase, given 
MHI’s business format and total assets position, we are 
pursuing the ideal balance: 1 to 1 to 1, as our near-term 
managerial goal.

While targeting 5 trillion yen in net sales, we will pursue 
portfolio optimization through continual shuffling; and while 
aiming for effective use of our total assets, we will carry out 
efficient, high-quality business activities. As a result, while 
maintaining a sound financial structure as our investment base, 
over the medium term we will pursue balanced growth 
investment, in a quest for long-term, stable improvement in our 
corporate value.
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Up to now, we long assumed that if we made good products, 
they would definitely sell well; and as a natural progression, we 
first made products and conducted business in the Japanese 
market, and then proceeded to expand overseas in areas in 
which we excel. Today, however, at a time of dramatic changes 
in the social and industrial structures, we believe we must set 
our future direction and gradually shift to adapting our 
technologies to the needs of the near and distant future.

Our Long-Term Vision is what we call “MHI FUTURE 
STREAM,” a new set of initiatives for evolving in step with 
society. First, we aim to resolve complex and difficult issues of 
today and the near future, and then take on challenges of the 
distant future. We will continuously change, to remain a 
company that is always in demand by humanity and society.
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Here we see the numerical targets set under our 2018 
Medium-Term Business Plan, applying both J-GAAP and IFRS 
parameters. In fiscal 2020 we are targeting 5,000 billion yen in 
both orders received and net sales. With respect to net sales, 
already 4,600 billion yen is in sight, given the construction 
progress being made on previously received orders and 
increased sales of turbochargers and logistics equipment. 
Added to this, by concentrating capital into growth investments 
and striving for 400 billion yen scale expansion as non-organic 
growth, we are aiming for our 5,000 billion yen target.

We have set our EBIT target at 340 billion yen in fiscal 2020. 
MRJ development costs will peak in fiscal 2018 and are 
expected to decrease thereafter. These costs will still be 
booked in fiscal 2020—and the figures shown here factor them 
in.
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Concerning fiscal 2018, before IFRS, operating income is 
targeted at 175 billion yen; after IFRS, the EBIT target is 160 
billion yen. The reason for this gap is a change in the 
evaluation of MRJ development costs after application of IFRS. 
Under the MRJ program, we are aiming for investment return 
in the 2030s. Since we changed the development schedule in 
January 2017, development is proceeding smoothly. No 
change has been made in terms of long-term cost recovery; 
but with application of IFRS, what until now had been booked 
as assets will instead be booked as costs, thereby impacting 
income. As the MRJ’s development costs gradually decrease, 
in fiscal 2020 we look for EBIT after application of IFRS to be 
340 billion yen, versus 330 billion yen in operating income prior 
to IFRS application. So income will actually improve after the 
switch to international reporting standards.
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Under the 2018 Business Plan, based on the strengthened 
financial foundations achieved under the 2015 Medium-Term 
Business Plan, we intend to allocate capital into quick-impact, 
growth investments targeted at scale expansion.

Up to now, we actively engaged in capital investment and M&A 
from a medium-to-long-range view. Going forward, we intend 
to shift to investments that will primarily reap swift rewards, as 
a way of expanding our business scale and increasing income.

The regular operating cash flow generated during the three 
years of the 2018 Business Plan—with the exception of the 
negative impact from MRJ development costs and temporary 
reimbursed expenses relating to the South Africa project—will 
increasingly be directed into dynamic allocations. Among them, 
we will allocate large sums into quick-impact new investment 
projects, as well as to the MRJ program.
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Next, I will present an overview of our individual domain 
targets.

In the 2018 Business Plan, we have drawn up business plans 
with the intention of providing solutions to the megatrends I 
touched on earlier in explaining “MHI FUTURE STREAM”—
namely measures against climate change, and digitalization—
within the domains closest to each respective area, as a way 
of driving the Company’s growth.

In Power Systems, the issue revolves around how we can 
provide solutions amid the ongoing global energy transition.
In Industry & Infrastructure, the question hinges on our ability 
to provide innovation in mobility and logistics that match 
environmental demands and help enable a smart society.
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In the Aircraft, Defense & Space, the theme will be how to 
contribute to society through developments in security 
and new fields.

The details of the initiatives to be taken within each 
domain are explained by the heads of the various 
domains and segments at the Business Strategy 
Presentation Meetings. Accordingly, here I will omit 
explanations of pages 18 through 20.
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Here, I will explain the current status of the MRJ development 
program.

In November 2016, we established the MRJ Business 
Promotion Committee and the MRJ program was placed under 
direct management of the President and CEO of Mitsubishi 
Heavy Industries. In January 2017, we announced changes to 
the development timetable. Here we see the status of the 
MRJ’s development after those events. Subsequent 
development of the MRJ has proceeded smoothly, and this 
July the MRJ will take part in its first ever flight display at a 
major airshow – Farnborough International Airshow. We 
continue to work day and night toward acquiring type 
certification, and plans call for flight testing in 2019 of a test 
aircraft featuring a re-designed electrical wiring system. 
Delivery of the first commercial aircraft to All Nippon Airways is 
now scheduled for mid-2020.
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No change has been made to our assessment of the 
recoverability of the capital we have thus far invested into the 
MRJ; but with application of IFRS, we have squeezed our 
balance sheets with regard to MRJ-related assets which until 
now had been booked as assets. As a result, we believe the 
situation surrounding the MRJ’s future business viability has 
been cleared of obstacles. We will also increase Mitsubishi 
Aircraft Corporation’s capitalization within the current fiscal 
year to enable it to emerge from insolvency and create an 
agile, durable new business structure. In addition, by 
strengthening ties with Tier-1 business, reinforcing sales and 
customer support structures, and pursuing full-scale 
development and early acquisition of type certification of the 
MRJ70, we will radically strengthen the MRJ’s business 
structure, assuring the new aircraft’s long-term viability.
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Next, I will explain how we are restructuring our thermal power 
systems business.

The thermal power systems business comprises of two main 
areas: gas-powered systems fueled by natural gas, and coal-
powered systems. Construction work on systems already 
ordered will peak between fiscal 2018 and fiscal 2020, so we 
will strive to complete those projects efficiently and improve 
related earnings.

We project that it will take two to three years for recovery to 
take place in the business environment in order to receive new 
orders for gas-powered systems. During that period, we will 
focus on expanding our after-sales servicing operations.
The market environment for coal-powered systems meanwhile 
is severe; and although we have contracts for our servicing 
business, recovery going forward is unlikely, so we are 
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projecting a significant drop in sales starting in fiscal 2021. 
Given these circumstances, in preparation for this scale-
down in sales, we will proceed with restructuring—for 
example, by consolidating our production bases and 
reallocating our workers.

Also, in the long-term view, given the projected ongoing 
shift from low-carbon to carbon-free systems, we will 
expand operations in new business areas that offer 
higher added value—such as developing new hydrogen-
powered gas turbines that emit zero carbon dioxide, and 
making use of digitalization and artificial intelligence.
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The thermal power systems business today demands medium-
to-long-term restructuring to match new social needs. At MHI, 
while on the one hand we will pursue evolution in hardware—
for example, in gas turbines, distributed power systems, CO2 
recovery systems, and hydrogen-powered gas turbines—we 
believe it will be important to increase business in servicing 
operations, for example by ensuring optimal operation through 
operation support, remote monitoring, manpower saving, and 
use of AI.
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Because the Japanese market is now maturing, under our 
2018 Medium-Term Business Plan we will reinforce our global 
operations. Up to now, we concentrated on the domestic 
market; but as we target a business scale of 5 trillion yen, we 
will strive to attract more orders from the global markets: 
especially those where growth can be anticipated—for 
example, North America and the Asia-Pacific regions.
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In order to attract more orders within the global markets, it will 
be necessary to reconfigure our organization in ways that will 
enable us to carry out global management. For this reason, 
today we are making preparations to establish a new Global 
Headquarters in January 2019. Here we see an overview of 
our new global operations structure. Details will be explained 
at the presentation in which we will review our fiscal 2018 
interim results.
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As we roll out the “MHI FUTURE STREAM” concept in order to 
better compete in global markets, we will make active use of 
the multifaceted market and technology analysis tools within 
our shared technology framework—a structure for sharing 
companywide technologies, supply chains, value chains, and 
so on. Also, by introducing and actively using innovative 
outside knowledge and technologies, we will pursue synergies, 
creative expansion of added value, and expansion into new 
business areas.
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Today, when we are close to achieving the structural reforms 
implemented to date, we believe that in order to drive business 
forward based on our Long-Term Vision, we will need to 
improve our organizational strength by promoting employee 
engagement, and use that strength as a driving force for our 
future growth. As a global company based in Japan, in order to 
burnish our global point of view while also retaining what is 
good about being a Japanese company, we hope to nurture a 
management with diverse backgrounds, while also hiring from 
outside our own company.

We will also undertake initiatives needed to develop human 
resources capable of serving in positions of leadership in 
regional management all around the world.
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By carrying out the initiatives I have introduced today, under 
our 2018 Medium-Term Business Plan we hope, while 
solidifying our foundations, to shift to a growth trajectory for 
tomorrow.

This completes my presentation. Thank you for your attention.
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