
Here, we will provide an overview of MHI’s financial results for the first three quarters of 

fiscal 2017—the period from April 1st through December 31st.
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Here you can see a summary of the cumulative results for the first three quarters.

Orders received totaled 2,577.6 billion yen, down 78.7 billion yen from the previous year.

Net sales finished at 2,851.4 billion yen, up by 157.1 billion yen year-on-year.

Operating income in the first three quarters totaled 80 billion yen, up 11.5 billion yen from 

the previous year. Gross margin was 2.8%.

Ordinary income ended at 91.1 billion yen, up 40.2 billion yen from the previous year. 

The significant year-on-year increase is the result of an 11.1 billion yen non-operating 

gain attributable to the elimination of the loss booked in fiscal 2016 from an equity-

method investment relating to Mitsubishi Motors Corporation, which was an equity-

method affiliate until the end of the first quarter of fiscal 2016, and to a positive finish in 

the financial account which was a reflection mostly of forex gain/loss and dividends.

Extraordinary gain/loss ended 8.8 billion yen in negative territory. An extraordinary loss 

of 10.8 billion yen was booked as business structure improvement costs. One-time 

expenses were booked in connection with PMI implemented primarily at our joint-venture 

companies: especially, Mitsubishi Hitachi Power Systems and Primetals Technologies.

As a result of this, net income attributable to owners of parent after the first three 

quarters reached 24.7 billion yen, a year-on-year increase by 36 billion yen.

EBITDA, an indicator of earning capacity, finished at 220.1 billion yen, up 14.6 billion yen 

from the previous year.
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Here we see a breakdown of the results for the first three quarters by segment.

Orders received declined year-on-year in the Power Systems and Aircraft, Defense & 

Space segments. The Power Systems segment, facing an extremely severe business 

environment, is somewhat sluggish. In the Aircraft, Defense & Space segment, more 

than half of the 44 billion yen year-on-year drop in orders owes to the fact that orders for 

the MRJ had been booked in fiscal 2016. The segment’s fundamentals haven’t changed 

significantly, and as defense-related orders typically are concentrated into the fourth 

quarter, we aren’t very worried.

Sales increased in all three segments. In the Industry & Infrastructure segment in 

particular, sales increased a substantial 118.9 billion yen on the back of relatively solid 

performance in mass-manufactured products. In the Aircraft, Defense & Space segment, 

sales expanded by 43.2 billion yen.

Operating income in the Power Systems segment slightly undershot the level of the 

previous year. As I explained when reviewing our interim results, the main reason is 

because earnings in the nuclear power business generally are concentrated into the 

second half of the fiscal year. When that factor is excluded, operating income in the 

Power Systems segment effectively outstripped the year-ago level. Sales and operating 

income from the nuclear power business are projected to be booked largely in the fourth 

quarter. In the Industry & Infrastructure segment, operating income got a boost from 

increased sales of mass-manufactured products. In the Aircraft, Defense & Space 

segment, operating income finished close to the level of the previous year. Defense-

related and the commercial aircraft business (i.e. Tier 1) were firm, but MRJ 

development costs expanded. 
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Next, I will provide a brief overview of our balance sheet.

At MHI, we are striving to improve and strengthen our balance sheet, and as of the end 

of the third quarter, our total assets stand at 5,884.9 billion yen, up year-on-year and 

from the level at the end of fiscal 2016. Although in most years the balance sheet tends 

to shrink towards the end of the fiscal year, owing mainly to receipt of accounts 

receivable, assets are building up relative to the project in South Africa as well as the 

MRJ.

In evaluating the soundness of our balance sheet, we focus on whether or not 

inventories are offset by trade payables and advance payments received on contracts—

in other words, on whether the levels of trade receivables and interest-bearing debt are 

commensurate. As of the end of the third quarter, the outstanding balance of trade 

payables and advance payments received on contracts combined was 1,665 billion yen, 

which is larger than the 1,405.2 billion yen recorded in inventories. For this reason, we 

don’t think our financial strength is slipping significantly.

Cash flows typically touch bottom at the end of the third quarter. This year, interest-

bearing debt increased temporarily to 1,215 billion yen, up 289.4 billion yen from the end 

of fiscal 2016. We believe squeezing this should be possible by the end of the current 

fiscal year, and we are procuring the funds mainly through commercial paper 

redeemable in the short term.

Also, as noted in the lower right area of this page, the increase recorded in net assets 

owes partly to an increase in other comprehensive income, which stems from the current 

gains posted by our investment securities. 
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Now, I would like to show our main financial measures and cash flows.

The equity ratio calculated to 31.3%, interest-bearing debt reached 1,215 billion yen, and 

the D/E ratio finished at 56%. Although these results were slightly negative against the 

corresponding levels at the end of fiscal 2016, they were all improvements over their 

respective levels one year ago.

Free cash flow ended the third quarter at minus 268.5 billion yen. At MHI, free cash flow 

tends to touch bottom at the end of the third quarter each year. This year, compared to 

the level of a year ago—in other words, comparing the two periods when free cash flow 

hits bottom-- we find an increase of 125.3 billion yen. At MHI we treat free cash flow as a 

fundamental indicator within our financial strategy, and when conducting business we 

always analyze free cash flow in extreme detail. At this point in time, progress is being 

made nearly on target, and according to our assessment, the probability of achieving our 

projected generation of 100 billion yen in free cash flow for the year has strengthened 

somewhat.

I will discuss our financial situation again towards the end of my presentation.
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I already described our orders received, order backlog, net sales and operating income 

results by segment on page 4. Here, I will explain these areas concisely.

Orders received decreased in the Power Systems and Aircraft, Defense & Space 

segments. Together, the decrease reached 78.7 billion yen.

The order backlog, as I explained on releasing our interim results, is shown here after 

deducting past orders for the MRJ. Excluding that factor, the order backlog is little 

changed from the previous year.
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Net sales increased in all three segments. Notably, in the Industry & Infrastructure 

segment sales of mass-manufactured products, including forklift trucks and 

turbochargers, were firm.
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Operating income decreased slightly in the Power Systems segment. The decrease was 

mainly due to delayed booking of income connected to postponement of nuclear power 

plant work. Business in thermal power generation systems is relatively firm. Operating 

income increased in the Industry & Infrastructure segment, largely due to solid 

performance in mass-manufactured products.
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Now, let me show our full-year forecasts for fiscal 2017.

At the end of the second quarter we revised our forecasts downward, largely in reflection 

of order prospects for thermal power generation systems and the situation surrounding 

booking of net sales. Having completing three quarters we see no need to revise those 

forecasts, for the reasons listed above. Impact from foreign currencies is indicated in the 

lower right corner of this page.
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Here you can see our fiscal 2017 forecasts by segment.
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Before closing, I would like to outline our financial situation again.

In fiscal 2010, in response to the huge debt balance we incurred during the global 

financial crisis of 2008, we shifted to cash flow-oriented management in order to come out 

a winner in global competition. In our Medium-Term Business Plan launched in 2012, and 

again in our Medium-Term Business Plan initiated in 2015, we set improvement of 

financial soundness as one of our core management targets. Today we continue to make 

strides toward its achievement.

Within this time frame, we have successfully been reducing our interest-bearing debt 

even while meeting capital demands from the MRJ development, losses incurred from our 

cruise ship construction project, and a loan relating to the project in South Africa. In fiscal 

2015, our interest-bearing debt increased temporarily after the acquisition of UniCarriers 

Holdings—the combined result of our investment outlay and the takeover of debt on that 

company’s balance sheet. Subsequently, however, that increase was absorbed, and in 

fiscal 2016 our interest-bearing debt decreased. In fiscal 2017, we project a further 

decrease if we can achieve an annual free cash flow of 100 billion yen, as I described on 

page 6.

I have shared the strategic approach throughout the Company that in order for us to 

strengthen our competitiveness in the global markets through balance sheet improvement, 

it will be important for us to enhance our cash flows and to reinforce our financial structure 

through daily efforts made at all workplaces: in sales, for example, by adjusting 

commercial business terms, or on production sites, by reducing costs and shortening 

work processes. We are also striving to strengthen our competitiveness by setting—and 

unfailingly achieving—numerical targets in each strategic business unit and in each 

domain encompassing them.  

This completes my presentation of our results for the first three quarters of fiscal 2017. 

Thank you.
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