Here, we will provide an overview of MHI’s financial results for the first quarter of fiscal
2017—the period from April 1st through June 30th.
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Here you can see a summary of the quarterly results.
Orders received totaled 698.1 billion yen, down 226 billion yen from the previous year.
The decline was attributable largely to the Power Systems segment, where large-scale
orders were received during the first quarter of fiscal 2016.
Net sales finished at 888.2 billion yen, up by 40.9 billion yen year-on-year. The quarter’s
operating income totaled 16.1 billion yen, down 8.7 billion yen from the previous year.
MHI’s business structure means that fiscal years typically get off to a sluggish start. This
year the decline in income came mainly from two specific factors: a temporary decline in
income in the nuclear power business, and a year-on-year increase in the MRJ’s
development costs.
Ordinary income ended the quarter at 18.1 billion yen, up by 34.7 billion yen from the
previous year. Two principal factors were behind the increase. First, in contrast to the
forex loss booked in the first quarter of fiscal 2016, this year a forex gain was recorded.
Second, a year ago the Company booked a loss from an equity method investment of
18.8 billion yen relating to Mitsubishi Motors Corporation, which was an equity-method
affiliate until the end of the first quarter of fiscal 2016. This year income from equity
method investments finished in the plus column.
Net income attributable to owners of parent ended the quarter at 4.4 billion yen, marking
a year-on-year increase of 16.5 billion yen.
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Here we see a breakdown of the quarterly results by segment.
In the Power Systems segment, orders received declined by 149.7 billion yen compared
to the first quarter of fiscal 2016. As I explained on the previous page, the year-on-year
decline was due to the receipt of large-scale orders for conventional thermal power
plants last year. No orders of equivalent scale were received this past quarter. But order
receipts in this segment were somewhat sluggish in general. The segment’s net sales
were little changed from a year ago, but operating income fell 6.9 billion yen, to 0.6
billion yen. In this instance, the main cause was the nuclear power business.
In the Industry & Infrastructure segment, orders received declined by 15 billion yen from
the year-earlier level—but we believe that orders are holding firm overall. The segment’s
net sales increased by 47.1 billion yen, to 434 billion yen, and operating income
expanded by 1 billion yen, to 16.1 billion yen.
The Aircraft, Defense & Space segment posted orders received of 86.4 billion yen, down
59.4 billion yen year-on-year. This was due to the substantial changes in the way that
timing of orders of defense equipment affected booking of orders received. Net sales
meanwhile finished at 160.4 billion yen, on a par with last year’s level. Regarding
operating income, costs incurred for the MRJ’s development expanded year-on-year; but
for the segment as a whole, income remained in the black, thanks in large part to
progress in reducing costs within the Tier1 commercial aircraft business.
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Next, I will provide a brief overview of our balance sheet.
Our total assets now stand at 5,528.9 billion yen, as of the end of the first quarter. This is
an increase of 47 billion yen from the year-earlier level.
In many businesses, inventories tend to build up as the fiscal year heads toward the
second half; so here also, we see a tendency toward expansion in the first quarter.
Taking this into account, the situation is practically unchanged from what it was a year
ago—with the exception of inventories relative to the project in South Africa, which have
been increasing as the project has progressed. Going forward, we need to make every
effort to squeeze our balance sheets further.
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Now, I would like to show our main financial measures and cash flows.
First, I will start with our cash flows, shown here in the lower half. Our cash flow from
operating activities finished the quarter at minus 79.2 billion yen; our cash flow from
investment activities at minus 36.3 billion yen; and our free cash flow at minus 115.6
billion yen.
In most years, free cash flow tends to finish in negative territory in the first quarter,
because of MHI’s business structure. This year, however, we have seen a year-on-year
improvement of 9.7 billion yen, in part due to a slight decrease in investments.
As a result of the above free cash flow situation, our interest-bearing debt reached
1,042.6 billion yen.
The equity ratio calculated to 32.3%, little changed from previous year, and the D/E ratio
was 49%. Both of these figures constituted a marginal improvement over their
corresponding levels in the first quarter of fiscal 2016.
Our forecasts for fiscal 2017 remain unchanged: free cash flow of 100 billion yen, and
interest-bearing debt of 850 billion yen.
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Next, I will present our orders received, order backlog, net sales and operating income
results of the first quarter, by segment.
Orders received decreased substantially, largely attributable to the drop in orders in the
Power Systems segment, here indicated in yellow. This quarter saw a significant
difference from the first quarter of fiscal 2016, when we received orders for large-scale
conventional thermal plants.
Orders received in the Industry & Infrastructure segment, indicated in green, are
relatively firm. While almost no orders were received for commercial ships, this was
compensated by a recovery trend in metals machinery, which has now bottomed out,
and solid orders for turbochargers and the like. Overall, the quarterly result was close to
that of a year ago.
Orders in the Aircraft, Defense & Space segment, shown in purple, decreased year-onyear. The decline was due largely to the timing of defense and space equipment order
placements, and we foresee no major concerns for the year as a whole.
The decline in new orders led to a reduction in the order backlog. However, because the
order backlog doesn’t include mass-manufactured products the order backlog in the
Industry & Infrastructure segment is, in fact, roughly 1 trillion yen larger than it appears
here.
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Here you can see the quarter’s segment-based net sales figures.
Orders for metals machinery are in a recovery trend. But in light of the severity of orders
taken in fiscal 2016, net sales continue to decline. We believe that once orders bottom
out and sales start recovering, we will then begin to see the results of our continuous
efforts to reduce fixed costs.
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Turning to quarterly operating income, the decrease recorded in the Power Systems
segment stands out. The drop comes primarily from decreased income in our nuclear
power business. But since recovery is expected and this will not significantly impact the
segment’s full-year result, we do not see the quarterly drop as a cause for concern.
The Industry & Infrastructure segment recorded operating income generally in line with
that of a year ago.
In the Aircraft, Defense & Space segment, the aforementioned increase in the MRJ’s
development costs were the primary factor for the quarterly decrease. That said, we
expect those costs to enter a downward trend on an annual basis, and in fact they have
come down from the level of the previous three months—the fourth quarter of fiscal
2016.
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Now, let me briefly show our full-year forecasts for fiscal 2017.
In the first quarter of the year, MHI’s business structure usually shows both net sales and
incomes at sluggish levels. The current situation as I have described so far also
suggests that circumstances do not diverge noticeably from the forecasts we announced
at the start of the fiscal year. For that reason, we do not change our previous projections
for this fiscal year, which were announced on May 9th.
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We are also making no particular changes to our segment forecasts.
This completes my presentation of our results for the first quarter of fiscal 2017.
Thank you.
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