This presentation is an overview of MHI’s financial results for the first three quarters of
Fiscal Year 2019, the period from April through December 2019.
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First, I would like to start with SpaceJet.
Obtaining Type Certification for the M90 and the first commercial delivery of SpaceJet,
both of which were scheduled for FY 2020, are now expected to be in FY 2021 or later.
In our SpaceJet business, based on the development status and evaluation from various
perspectives, we recorded losses from business activities of 175.3 billion yen in the 3rd
quarter, including the impairment losses on assets booked up to last fiscal year and
losses this year.
As a result of the booking of 178.0 billion yen in deferred tax assets on accumulated
losses recorded in the previous fiscal year and the losses recorded in the current fiscal
year, profit attributable to owners of parent amounts to 3.3 billion yen in this business
for the first three quarters of the current fiscal year.
For the full year forecast for this business, we expect 270.0 billion yen in losses from
business activities and 60.0 billion yen in losses attributable to owners of parent.
Next, I will explain the business conditions through the third quarter.
First, order intake increased from the previous fiscal year due to an increase in the
Power domain.
Revenues and profit excluding the SpaceJet business were generally unchanged from the
same period a year earlier.
As for the full‐year forecast, we lowered the Industry & Infrastructure domain forecast of
order intake, revenue and profit from business activities given that the impact of U.S.‐
China trade friction is significant for medium‐lot products, particularly for turbochargers.
The impact of the settlement of South African Projects on B/S, P/L, and C/F was
reflected in the third quarter of the current fiscal year and in part will be reflected in and
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after the fourth quarter.
As planned at the beginning of the fiscal year, we plan to increase the dividend payout by
20 yen to 150 yen per share.
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Excluding the impact of the SpaceJet business, profit from business activities was 188.1
billion yen, roughly the same as the same period last year. Profit attributable to owners
of parent and EBITDA are 98.0 billion yen and 290.3 billion yen, respectively, indicating a
relatively stable business performance.
Free cash flow decreased to negative 225.5 billion yen from the same period of the
previous fiscal year, but generally remained in line with the initial plan.
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Here is the breakdown by segment. Order intake in the Power domain increased by
347.6 billion yen year‐on‐year to 1,104.1 billion yen, due to the contribution of large
projects carried over from the previous fiscal year and relatively strong orders for gas
turbines.
In the Industry & Infrastructure domain, orders fell by approximately 100.0 billion yen to
1,259.5 billion yen, reflecting a delay in securing orders for large engineering‐related
projects as well as a weak performance in medium‐lot products.
The Aircraft, Defense & Space domain recorded 322.7 billion yen in order intake, a year‐
on‐year decline, but we expect order volume to recover for the full year.
In terms of revenue, Industry & Infrastructure domain remained at 1,312.8 billion yen
mainly due to a decrease in medium‐lot products, but revenue of Power Systems and
Aircraft, Defense & Space domains were generally on par with the same period of the
previous year.
As for profit from business activities, Industry & Infrastructure and Aircraft, Defense &
Space domains decreased due to reduced revenue and SpaceJet‐related losses,
respectively.
Power Systems domain recorded an increase in profit despite the provision for potential
costs relating to the Trent1000 engines.
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We have worked to improve efficiency of our B/S, which is the cornerstone of our
company's management index, Triple One Proportion (Total assets: Revenue: Market
Value = 1:1:1).
In particular, current assets are more efficiently managed. For example, trade payables
(so‐called accounts payable) and contract liabilities (so‐called advances received) total
approximately 1.6 trillion yen, which covers the 818.4 billion yen in inventories. We can
say that we are operating with almost no invested funds; whereas in the past the
amount of inventories almost equaled trade payables and contract liabilities.
We are steadily reducing interest‐bearing debt through the collection of trade
receivables. We are also working to improve the efficiency of fixed assets, mainly
through asset management.
Compared with the B/S at the end of the previous fiscal year, total assets increased by
approximately 400.0 billion yen, but this follows MHI’s business trend of inventory
buildup at the end of the third quarter.
Other special factors are that the impact of IFRS 16, or the on‐balancing of leased assets,
has increased fixed assets by approximately 100.0 billion yen, and that part of the
impact of the settlement of South African Projects will be reflected in and after the
fourth quarter.
Interest‐bearing debt was 1,014.0 billion yen, an increase of 348.9 billion yen from the
end of the previous fiscal year. However, considering that cash flow is following our
initial plan, we expect to reduce interest‐bearing debt to about 600.0 billion yen by the
end of the current fiscal year.
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The equity ratio temporarily declined to 23.7% as total assets expanded while equity
decreased. This was due in part to the accounting treatment of the settlement of South
African Projects, which was not fully reflected at the end of the third quarter. However,
the ratio is expected to return to 25 ‐ 26% when a series of ongoing transactions,
including the transfer of MHPS shares, are completed.
The impact on equity due to the impairment losses on SpaceJet‐related assets is rather
limited.
The annual forecast for interest‐bearing debt is 600.0 billion yen, and the debt‐to‐equity
ratio is shown in the table below.
The status of operating cash flow, investment cash flow and free cash flow are as shown
in the table above. We have raised our full‐year free cash flow forecast from 50.0 billion
yen to 100.0 billion yen.
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Order intake for the Power Systems domain increased for gas turbines, steam power and
nuclear power.
In the Industry & Infrastructure domain, orders for large‐scale projects in the
engineering business have been delayed, and the automobile‐related business, including
turbochargers and machine tools, is facing difficult business conditions.
In the Aircraft, Defense & Space domain, orders for naval ships, defense aircraft and
missile systems have decreased, but we believe we can achieve our full‐year forecasts.
As for the order backlog, we expect to increase by the end of the current fiscal year,
despite a decline of about 280.0 billion yen to date.
Order backlog including MHI Vestas Offshore Wind, which is shown separate from the
total backlog as it is an equity method affiliate, totaled 5.8 trillion yen.
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Power Systems revenue increased slightly due to increases in compressors and aircraft
engines while Industry & Infrastructure declined particularly in medium‐lot products.
In the Aircraft, Defense & Space domain, revenue of commercial aircraft increased. As
our sales in the Boeing 737 MAX program are very limited, the impact on our company's
commercial aviation business is immaterial.
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While profit from business activities decreased significantly due primarily to the
impairment losses of SpaceJet, other businesses generally remained at the same level as
the same period of the previous year as the decrease in Industry & Infrastructure was
offset by the increase in Power Systems.
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For the full‐year forecast of order intake, although we expect orders to increase in Power
Systems, we have revised down our forecast from 4.3 trillion yen to 4.05 trillion yen,
reflecting a delay in large‐scale projects in Industry & Infrastructure and the
deterioration in medium‐lot products. However, the revised figure is still above that of
the previous fiscal year by approximately 200.0 billion yen.
Revenue has been revised downward from 4.3 trillion yen to 4.15 trillion yen in view of a
decline in medium‐lot products and others.
Although profit from business activities was initially expected to be 220.0 billion yen, we
have cut our forecast to zero reflecting the recording of impairment losses and
additional expenses for SpaceJet, while profit attributable to owners of parent will be
100.0 billion yen, revised down by 10.0 billion yen.
We have revised our free cash flow upward from 50.0 billion yen to 100.0 billion yen,
and we aim to maintain a full‐year dividend payout of 150 yen, an increase of 20 yen
over the previous year.
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Please also refer to page 17 for supplementary information regarding SpaceJet.
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As for the full‐year forecast by segment, profit from business activities in Power Systems
was revised upward by 20.0 billion yen to 160.0 billion yen from 140.0 billion yen.
Industry & Infrastructure revised downward its initial plan for order intake, revenue and
profit from business activities.
Aircraft, Defense & Space are expected to fall far short of initial projections due to
SpaceJet‐related losses.
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The 175.3 billion yen of losses related to SpaceJet recorded in the first three quarters of
this fiscal year includes 97.5 billion incurred in the current period and 77.8 billion of
impairment losses on previously recorded assets.
Originally, we expected 100.0 billion yen of cash outlay in our SpaceJet business this
fiscal year, comprising 80.0 billion yen in losses from business activities, and the balance
of 20.0 billion yen as assets. However, we recognized a loss of 175.3 billion yen as a
result of recording all expenses incurred (cash‐out) as losses and impairing assets
recorded up through the previous fiscal year.
Profit attributable to owners of parent from the SpaceJet business was 3.3 billion yen, as
the recognition of 178.0 billion yen in deferred tax assets against accumulated losses
recorded in previous fiscal years offset losses recorded in the current fiscal year.
The full‐year forecast for SpaceJet business is 270.0 billion yen in losses from business
activities and 60.0 billion yen in losses attributable to owners of parent.

17

Finally, I will explain our progress in B/S optimization, which forms the basis of TOP, the
management indicator representing our company's ideal proportion of sales, assets and
market value.
First, changes in the cash conversion cycle indicate that the current assets side has
improved significantly.
On the other hand, our company's B/S includes risk assets such as 550.0 billion yen of
indemnification assets for the South African Projects, SpaceJet‐related assets and low
operating factories. As a result of the recent settlement of South African Projects and
impairment of SpaceJet‐related assets, we will be able to substantially reduce these
assets.
We are also working to further improve our B/S optimization by selling or transferring
low operating factories and selling cross‐holding shares.
This concludes our presentation of the company’s financial results for the first three
quarters of FY 2019.
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