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I will now explain our Q1 FY2020 financial results.
Please refer to the numerical tables on page 5 and 6.
Our Q1 results are generally lower than those for the same period of the previous fiscal
year. While they may appear weak, we believe that the Q1 results are generally within
our expectations, in light of the full‐year forecast announced on May 11 of this year,
which incorporated the expected COVID‐19 impact.
We will continue to make efforts to manage any construction delays on projects and to
reduce fixed costs in order to achieve our full‐year forecast.
Items such as order intake, revenue, and profit from business activities will be addressed
later in my presentation.
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Q1 FY2020 results on page 5 are broken down into SpaceJet‐related results and results
excluding SpaceJet on page 6.
Additionally, with respect to SpaceJet, we recognized a ¥68.8 billion loss from business
activities, which includes impairment charges arising from the acquisition of CRJ
business of Bombardier, completed on June 1.
In the same period of the previous fiscal year, a substantial portion of development costs
for SpaceJet was capitalized, which explains the reason for a smaller loss of ¥5.4 billion.
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Following a reorganization in business structure, we have changed some of our
reporting segments from this fiscal year; specifically, the former "Industry &
Infrastructure" segment has been divided into "Plants & Infrastructure Systems" and
"Logistics, Thermal & Drive Systems". Figures for the same period from the previous
fiscal year in the former reporting segments are adjusted to the new reporting segments
to facilitate comparison.
Details of each reporting segment are covered starting on page 10.
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Total assets increased by ¥87.2 billion to ¥5,072.9 billion from the last fiscal year end.
In a typical year, our company usually sees an increase in total assets and negative free
cash flows in Q1, and the same trend continued this year.
Although not shown in this presentation, total assets as of the end of Q1 FY2019 were
¥5,216.1 billion, and since then approximately ¥140 billion in assets were reduced.
On July 31st, we announced that the planned transfer of shares of Mitsubishi Hitachi
Power Systems (MHPS) would take place in September this year. Upon completion of
this transaction, total assets will be further reduced by ¥407.8 billion.
The breakdown of interest‐bearing debt is shown in the red box on this page. Although
the amount of interest‐bearing debt increased due to negative FCF, we have been able
to secure funds without any particular difficulty.
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While all of the main balance sheet metrics appear to be on a declining trend, these
changes are within our initial forecast range for this fiscal year.
Furthermore, if the impact of the planned share transfer of MHPS mentioned earlier
were reflected this quarter, the equity ratio as of Q1 end would have been 24.4%, as
opposed to the 22.5% stated here.
Although operating cash flow deteriorated compared with the same period of the
previous fiscal year, this was mainly due to a decrease in profits and an increase in
inventories.
The increase in investment cash flow was primarily due to the acquisition of CRJ
business.
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Due in part to the impact of COVID‐19, order intake was generally softer compared with
the same period of the previous fiscal year; however, in the Energy segment orders
increased due in part to successful bids for GTCC plants.
Order backlog decreased from the end of FY2019 due to higher revenue than order
intake in Q1 FY2020.
Our order backlog in the offshore wind power business, shown by dashed lines in the
graph, operates as a joint venture between Danish Vestas Wind Systems and MHI. Its
order backlog increased as a result of order intake for large‐scale projects in Scotland in
June.
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Businesses that have been significantly affected by changes in the economic
environment due to the spread of COVID‐19, particularly aircraft‐related, automobile‐
related, and other medium‐lot products , experienced a decline in revenue.
Amid these challenges, revenue of nuclear power and defense‐related businesses, which
center on Japan’s domestic infrastructure , have been strong.
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Compared to the same period of the previous fiscal year, profit from business activities
is trending in the same direction as revenue mentioned above.
Please also refer to the "Appendix," starting on page 19, which describes the status of
each segment.
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This slide explains the factors behind year‐on‐year changes in profit from business
activities (excluding SpaceJet). Here we show a breakdown of the difference between Q1
FY2019 profit of ¥45.9 billion and the ¥2.4 billion loss in the same period of the current
fiscal year.
The first pink bar on the left, negative ¥43.0 billion, represents a decrease in profit from
business activities due to a decline in revenue mainly because of the COVID‐19 impact in
the commercial aircraft and medium‐lot products businesses.
This is largely in line with the estimated ¥140.0 billion decrease in profits caused by
COVID‐19, as shown in the full‐year forecast.
On a quarterly basis, the impact of COVID‐19 is expected to be greatest in Q1 of this
fiscal year. More details regarding COVID‐19 are on the next page.
The next bar to the right, negative ¥10.0 billion, shows a profit decrease due to changes
in revenue in businesses other than the aforementioned.
This includes the impact of delays in some overseas plant construction projects due to
COVID‐19.
Foreign exchange effects resulted in a decrease in profit mainly due to the yen's
appreciation against the U.S. dollar by more than ¥3 (¥110.87 to ¥107.43) compared to
the same period of the previous fiscal year.
This was followed by an increase of ¥11.0 billion in cost reductions, including fixed costs
reduction, and a decrease of ¥3.3 billion in other product mix changes.
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This slide illustrates revenue development as of Q1, reflecting the assumptions of
COVID‐19, which we presented in our outlook for the current fiscal year on May 11.
Q1 revenues from commercial aircraft Tier 1 business (aircraft structures and
components business largely with Boeing) were about half of the initial plan, which did
not include COVID‐19 effects.
The magnitude of the decrease was significant due to production adjustments in
response to OEMs’ (Original Equipment Manufacturer) production rates. For the full
fiscal year, we expect Q1 to be the bottom of the market, but we are paying close
attention to trends as there is still some uncertainty in production plans. We are taking
countermeasures as we consider the risk of slightly exceeding the initial estimates for
maximum deterioration that we included in our May presentation.
Q1 revenue in aircraft engines remained at the bottom of the expected decline. My
impression is that this business has bottomed out, so if it continues the way it has been
in Q1, we can expect the full‐year results to be within our revised forecast.
Although revenues in our medium‐lot products businesses in Q1 may appear to have
fallen beyond the expected range, they have been recovering since May and overall
revenue in this segment is slightly better than forecast.
To summarize our Q1 results, revenue and profit from business activities decreased
significantly from the same period of the previous fiscal year due to the recording of
impairment losses associated with the acquisition of CRJ, as well as the impact of
COVID‐19. However, we have been able to control the extent of the losses within the
range of the full‐year forecast, and we believe that Q1 results were generally as
anticipated.
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Pages 16 to 18 show our full‐year forecasts, but to make a long story short, we have not
changed our forecast which was announced on May 11.
Although progress in Q1 may appear to be slower than the full‐year forecast would
suggest, we have decided to maintain our full‐year forecast as we expect the COVID‐19
impact to be greatest in Q1 and the results were not that far from our original
expectations.
Of course, I acknowledge that significant uncertainties remain in the future economic
situation, so we will continue to pay close attention and take necessary measures in
response to changes in the outlook.
This concludes my review of our Q1 FY2020 financial results.
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