
Here we present an overview of MHI’s financial results for the first three quarters of fiscal 

year 2016, the period from April 2016 through December 2016.
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This table outlines our financial results for the first three quarters.

Orders received totaled 2,656.4 billion yen, virtually unchanged from the previous year. 

Although the strong yen dampened orders slightly, there was an overall increase. This 

was partly the result of a boost in orders following the acquisition and integration of 

UniCarriers.

Net sales totaled 2,694.2 billion yen, down 138.3 billion yen from the previous year. 

Previously there has been a two year time lapse between an order being received and 

the corresponding booking to net sales. Recently, however, this lapse has expanded, 

taking between 2-and-a-half and 3 years. As a result, net sales growth lagged somewhat 

compared to our initial projection.

Operating income finished at 68.4 billion yen, down 116.9 billion yen year-on-year. 

Because of the overall delay in bookings to net sales, a temporary imbalance has 

occurred between net sales and fixed costs; and this has adversely impacted our 

operating income. However, orders have been consistently accumulating, in line with our 

efforts toward achieving a business scale of 5 trillion yen. We have been able to realize a 

certain level of cost reductions, in spite of the yen’s appreciation, and the level of our 

variable expense ratio remains unchanged. 
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Ordinary income decreased 123.8 billion yen year-on-year, to 50.9 billion yen. This 

marked a recovery from the level after the first two quarters, largely attributable to foreign 

exchange gains as the yen weakened after the second quarter.

Extraordinary gains/losses ended at minus 19.7 billion yen in this period, an improvement 

of approximately 50 billion yen from the previous year. With respect to losses on the 

cruise ship construction business, at the interim a loss of 16.4 billion yen was booked, but 

presently construction is proceeding smoothly and we are in the final phase of the run-up 

to delivery. In view of the extreme complexity of the cruise ships involved, we can’t rule 

out the possibility that some unanticipated situation might occur in future. As of now, 

however, work is progressing on schedule, and we do not anticipate any major problems.

As a result of these factors, profit attributable to owners of the parent—in other words, net 

income—decreased 64.6 billion yen year-on-year, to finish at minus 11.2 billion yen.

In the first quarter of fiscal 2016, we booked an equity-method investment loss of 18.8 

billion yen related to Mitsubishi Motors Corporation. In this instance, no tax effect can be 

recognized, so the loss directly impacts our net income. Had this special factor been 

absent, we believe net income would have finished somewhere around 10 billion yen.

EBITDA, which is a barometer of our earning capacity, decreased 104.6 billion yen from 

the previous year, to 205.5 billion yen.
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Here, we see the financial results for the first three quarters, broken down by segment.

We start with orders received. The Energy & Environment segment performed relatively 

well, posting a 141.7 billion yen increase year-on-year, to finish at 1,058.2 billion yen. 

The Commercial Aviation & Transportation Systems segment, on the other hand, posted 

orders of 325.2 billion yen, down 111.6 billion from the previous year; this was primarily 

due to the Tier 1 commercial aircraft business (which is on the cusp of a shift from old to 

new models), coupled with sluggish performance in the commercial ship business. 

Orders received for other segments were largely unchanged from the previous year. 

As I explained previously, the interval between order receipts and booking to sales is 

getting longer, and this is the key driving factor in the declines in net sales for segments 

that we see here. With regards to operating income, while the various segments were 

impacted by different factors—delayed post-merger integration among them—overall, 

operating income is being eroded by an imbalance between the scale of fixed costs and 

net sales. This impact was felt most strongly in the Commercial Aviation & 

Transportation Systems segment, followed by the Energy & Environment domain and 

then the Machinery, Equipment & Infrastructure segment. We recognize that this is an 

important management issue, and will explain how we intend to respond in our review of 

the progress made under our 2015 Medium-Term Business Plan.
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Next, I would like to explain our balance sheets.

Compared to the end of fiscal 2015, our total assets have increased by 201.6 billion yen, 

to 5,704.6 billion yen. The increase is primarily due to inventories. Currently, orders are 

relatively solid, but as a result of delays in booking to sales, our inventories have been 

building up. At MHI, we are taking steps to improve the efficiency of our balance 

sheets—for example, by reducing our inventories; but this is where we are now.

In response to this increase, we are seeking to improve liquidity by increasing cash 

temporarily through commercial papers. We expect to clear this and resolve the issue by 

the close of this fiscal year.
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Next, I will turn to explaining our main financial indicators and cash flows.

Our equity ratio ended the 3rd quarter at 29.4%, down 1.1 point year-on-year, primarily 

as a result of somewhat slow profit growth. Interest-bearing debt is increasing due to the 

temporary expansion in the balance sheets as I explained in the previous page. Our full-

year outlook, however, is for recovery of this cash flow position, and we forecast that 

interest-bearing debt will return to near 950 billion yen by the term’s end. Our D/E ratio 

currently stands at 70%.

With respect to cash flows, these are moving deeper into negative territory along with the 

aforementioned sluggish growth in operating income and temporary expansion of the 

balance sheets. At MHI, cash flows have typically hit bottom at the end of the 3rd 

quarter—which is when inventories increase—and then recover through the remainder of 

the fiscal year as deliveries go forward. Free cash flow deteriorated compared with the 

previous year, but we believe this will be brought up to 100 billion yen in the plus column 

on a full-year basis, supported by our effort in asset management and asset liquidation.
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Here we see breakdowns, by segment, of our orders received and order backlog.

Overall, the levels of orders received are largely unchanged from the previous year. A 

breakdown by segment, however, shows a year-on-year increase in the Energy & 

Environment segment, while the Commercial Aviation & Transportation Systems domain 

finished down year-on-year amid the current shift from old to new models in the Tier 1 

commercial aircraft business. The Integrated Defense & Space Systems segment 

finished virtually unchanged. Finally, the Machinery, Equipment and Infrastructure 

segment maintained a similar level to the previous year. Forklift trucks posted an 

increase on the back of the integration of UniCarriers; but amid the sluggishness of the 

global economy, metals machinery, compressors and other infrastructure equipment are 

struggling somewhat.
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Here, we see a breakdown of net sales, by segment.

In the Energy & Environment segment, net sales of conventional thermal power plants 

increased while sales of GTCC systems decreased. In the Commercial Aviation & 

Transportation Systems segment, transportation systems are robust but sales of 

commercial aircraft declined amid the shift from old to new models in the Tier 1 

business. Integrated Defense & Space Systems posted net sales that were largely 

unchanged since the previous year. Machinery, Equipment & Infrastructure posted a 

modest decline in sales.
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With respect to operating income, all segments were negatively impacted by the 

aforementioned imbalance between business scale and fixed costs. The Integrated 

Defense & Space Systems segment, where business scale is stable, performed on par 

with the previous year, but other segments that are targeting expansion in business 

scale posted sluggish sales growth—with the result that, as a whole, operating income 

has been in decline. This is particularly so in the case of the Commercial Aviation & 

Transportation Systems segment. Because this segment’s business model is to export 

products manufactured in Japan, results are impacted by foreign exchange rates; 

furthermore, stagnant expansion in the segment’s business scale has caused a loss at 

the operating level. It must be noted that these results also include increased 

development costs for the MRJ.
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Here we see the various factors that impacted operating income.

In booking our net sales figures we apply the average telegraphic transfer 

middle rate of the previous month. Since sales in December use the average 

exchange rate of November, the 3rd quarter sales figures continue to be 

impacted by the strong yen. For January and February sales figures, the 

average exchange rates for December and January respectively will be used. 

For that reason we believe the impact of forex rates will soften. Meanwhile, with 

respect to the imbalance between business scale and fixed costs, we see its 

impact on  areas such as metals machinery, compressors, and the Tier1 

commercial aircraft business. In addition to exchange rate fluctuation and the 

imbalance between scale and cost, a further issue is the increase in the MRJ’s 

development costs. Due to a combination of all these factors, operating income 

has been on a downward trend.
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Based on the fundamentals I have described so far, I will now explain our full-year 

forecasts for fiscal 2016.

Concerning orders received, while the possibility exists of modest changes in specific 

businesses, we expect to be able to achieve our forecast of 4,800 billion yen announced 

previously. 

Regarding net sales, we now expect the full-year results to undershoot the 4,400 billion 

yen projection issued at the start of the fiscal year. That said, we expect to post results 

close to our most recent forecast of 4,000 billion yen.

In terms of operating income, we adhere to our previous forecast of 240 billion yen, for 

several reasons. These include a decrease in marginal income stemming from sales 

below our initial projection, and the impact of a strong yen.

Since net sales are virtually set, any change that may occur going forward would likely 

come primarily from forex impact.

It should be noted that as a result of the initiatives we are taking on asset management 

and asset liquidation, we are scheduled to book an extraordinary gain in the 4th quarter. 
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Taking that into account, we expect net income for the year to reach our previous forecast 

of 100 billion yen.

Concerning free cash flow, as I explained on page 6, this is currently in negative territory. 

However, because operating activities’ cash flow can be expected to improve in the 4th 

quarter, and additional cash is to be acquired through asset management and the like, we 

believe free cash flow will finish the year at 100 billion yen.

In light of this, we are keeping to our projection of an annual dividend of 12 yen per share.

It must be added, however, that our full-year forecasts do not factor in impact from the 

arbitration relating to the supply contract for replacement steam generators for the San 

Onofre Nuclear Generating Station—SONGS—operated by Southern California Edison.

With respect to our assumed exchange rates, given that the effective rates are moving 

toward a weaker yen, we have changed our forecasts: from 100 yen to the U.S. dollar, to 

110 yen; and from 115 yen to the euro, to 120 yen. These changes in exchange rate 

assumptions toward a weaker yen aside, bearish factors are also in evidence. As a result, 

we are holding to our earlier full-year forecasts.
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Here we see our full-year forecasts, by segment, for orders received, net sales and 

operating income. As you can see, the projected operating income for the Commercial 

Aviation & Transportation Systems segment is minus 25 billion yen, attributable to 

insufficient recovery in earnings.

This completes my overview of our business results after the first three quarters of fiscal 

2016.
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