Here, we present an overview of MHI's financial results for the second quarter of
FY2015. These are the Company’s interim results for the first half of fiscal year
2015, the period from April through September 2015.









Orders received totaled 1,784.4 billion yen, an increase of 20.2 billion yen from
the year-earlier level. Net sales finished at 1,882.0 billion yen, up by 122.9 billion
yen.

During the first half of FY2014, orders received, net sales and operating income
figures had been impacted by changes in the accounting periods of some
overseas group companies. When that impact is factored out, the actual year-on-
year increases were: orders received, 140.0 billion yen; and net sales, 230.0
billion yen.

Operating income decreased slightly year-on-year. Although income in the
Commercial Aviation & Transportation Systems domain increased significantly,
partly due to the weaker yen, income in the Energy & Environment domain
decreased during the period, largely owing to the booking of expenses to repair
glitches found in some steam turbines used in gas turbine combined cycle
(GTCC) plants.

Net income expanded year-on-year, to 43.3 billion yen, and EBITDA finished at
197.1 billion yen.



The period ended with extraordinary gain/loss booking a loss of 32.8 billion yen,
attributable to the factors listed below the table. As shown, the overall loss owed
primarily to a loss on the Company’s cruise ship construction business.

Provisions against projected losses on the cruise ship construction business have
continuously been booked each term in reflection of construction progress and
other factors, and in the first half of FY2015 booking of an additional provision
against a loss of 30.9 billion yen was necessary.

The current situation regarding the factors behind this loss is as follows: in
preparation for scheduled ship delivery in December, every effort is being made to
complete sea trials and other operational checks along with interior finishing work,
and these tasks are expected to generate additional costs.

The cruise ship is designed to provide extremely high levels of quality and
operating efficiency, and in executing its design the Company has confronted
difficulties far exceeding its initial assumptions in terms of design preparation,
construction work and material procurement, and large cost outlays have been
made. Presently, the Company is expending maximum resources and efforts as
ship construction proceeds in its final phase toward delivery.

Ultimately, cruise ship construction has impacted the Company’s business results
and financial situation significantly. However, the knowledge and experience
gained will now be applied not only in constructing the second cruise ship but also
in all aspects of Company operations.






Here, we explain the Company’s balance sheets as of the end of the second
quarter.

Although progress was made in recovering trade receivables, inventories
increased during the period.

Concerning total liabilities and net assets, decreases were recorded in trade
payables and advance payments received on contracts. As a result, interest-
bearing debt increased, bringing outstanding interest-bearing debt to 1,084.1
billion yen.

Concerning inventories, we believe there is still room for improvement: for
example, through enhancement of production efficiency. Accordingly, we will
continue making every effort to squeeze our balance sheets.



The equity ratio held at the level recorded as of the end of FY2014.

The D/E ratio, however, deteriorated in the interim as a result of increased
interest-bearing debt.

Free cash flow finished the term at -114.0 billion yen. This owed primarily to
deterioration in conjunction with the cruise ship construction business and a peak
in the MRJ’s development costs. Every effort will be made to compensate by
striving for further balance sheet efficiency enhancement through the remainder
of the fiscal year.



Here, the left side shows year-to-year changes in orders received; the right side,
changes in the order backlog.

Orders decreased in the Energy & Environment and Commercial Aviation &
Transportation Systems domains, but increased in the Integrated Defense &
Space Systems and Machinery, Equipment & Infrastructure domains.

The year-on-year decrease in the Commercial Aviation & Transportation Systems
domain owed to large-scale orders for the MRJ and transportation systems
during the first half of FY2014. The year-on-year increase in the Machinery,
Equipment & Infrastructure domain was attributable chiefly to merits from
business integrations in metals machinery and forklift trucks.

As shown at the right, the order backlog decreased by 77.7 billion yen from the
level at the end of FY2014, finishing the first half at 6,431.6 billion yen.






Net sales in the Energy & Environment domain were generally flat year-on-year.
Net sales in the other domains — Commercial Aviation & Transportation Systems,
Integrated Defense & Space Systems, and Machinery, Equipment &
Infrastructure — increased.

The main factors behind the domain-based net sales increases or decreases are
indicated on the next page. Sales in the Commercial Aviation & Transportation
Systems domain increased on expanded sales of commercial aircraft; and sales
in the Machinery, Equipment & Infrastructure domain were up on merits from
business integrations in metals machinery and forklift trucks, as with orders
received.
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Overall, the Company recorded a slight decrease in operating income compared
to the interim results of FY2014. Whereas a significant increase was achieved in
the Commercial Aviation & Transportation Systems domain and a smaller
increase in integrated Defense & Space Systems domain, year-on-year
decreases were seen in the Energy & Environment and Machinery, Equipment &
Infrastructure domains.

Operating income in the Energy & Environment domain decreased year-on-year
due to the booking of expenses to repair glitches found in some steam turbines
used in gas turbine combined cycle (GTCC) plants, and forward expenditures to
advance post-merger integration in the thermal power plant business.

Operating income in the Commercial Aviation & Transportation Systems domain
increased significantly, mainly on the back of cost improvements relating to
commercial aircraft, improvement in the product mix of commercial ships, and
positive impact from the weaker yen.

Operating income in the Machinery, Equipment & Infrastructure domain
decreased under the impact from changes in the accounting periods of some
overseas group companies. However, when that factor is eliminated, operating
income was virtually on a par with the year-earlier level.
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Pages 13 and 14 show the Company’s current full-year results forecasts for
FY2015.

No changes have been made from the previous forecasts issued on July 31.
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To summarize, the Company’s business results in the first half of FY2015 — the
first year in the new 2015 Medium-Term Business Plan — were mixed but
generally favorable.

While on the one hand we are making progress in strengthening our financial
base by promoting the various measures called for in our 2015 Business Plan,
including scale expansion of growth businesses and accelerated post-merger
integration, the interim results suggest that we presently face various challenges
in carrying out our Business Plan.

First, we need to further accelerate our post-merger integration initiatives.

In particular, we need to address the fact that we are not making sufficient
progress in curbing our fixed costs and our ballooning balance sheets along with
expansion of business scale. Presently we are making forward outlays to propel
these areas ahead, and we will pursue more efficient management and greater
synergies.

Next, in promoting our MRJ business going forward, we need to securely acquire
cash flow throughout the Company. In the first half of FY2015, our cash flow was
greatly eroded by our cruise ship construction business.

In order to secure a solid cash flow, we intend to be well-prepared for high-risk
undertakings , including entry into new markets and new areas of technology.
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Meanwhile, in the global context, our business environment is becoming
increasingly severe, marked by consolidation and scale expansion of our
competitors and the slowdown in the global economy . Against this backdrop, we
must respond swiftly and flexibly to changes in our business environment and
further strengthen our financial base so that we can join ranks with our global
competitors. We believe there is still much room for improvement in fortifying our
financial structure, and going forward we will clarify where issues exist and take
solid steps to address those issues.
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