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Operational Summary for Q3 of the fiscal year ending March 31, 2024 

Jean-Marc Gilson: Hello. Thank you for attending the Mitsubishi Chemical Group Q3 financial results 
meeting. I am Jean-Marc Gilson, CEO. 

I will explain a few things first and then say goodbye as this will be my last opportunity to speak to 
you directly as CEO. CFO Nakahira will then present the details of the Q3 financial results. 

In Q3 under review, the effects of the implementation of the forging the future strategy announced in 
December 2021 were more evident than ever. Although the chemical industry entered a 30-year long 
slump during the quarter, the Mitsubishi Chemical Group posted core operating income of JPY183.9 
billion for the nine months through Q3, exceeding our forecast. 

Cash flows were also significantly positive, with free cash flow of JPY165.7 billion. In addition, we 
reduced costs by JPY82 billion, exceeding our full-year target of JPY80 billion. 

The balance sheet has also improved, with the net D/E ratio improving to 1.2. It is important to 
emphasize here that these results are not the result of chance. 

This is the result of unprecedented restructuring, constant discipline, operational excellence, price 
control, targeted growth, and management of costs, working capital, and capital expenditures in all 
of our businesses. 

Industrial gases and health care continue to perform admirably. Behind this are various cost reduction, 
pricing activities, and growth measures. This was especially true in health care, where the health care 
team achieved excellent results, increasing sales and core operating income in both Japan and the 
United States. 

As expected, the economic environment was very challenging for specialty materials. Q3 sales were 
at a similar level to Q2, while core operating income increased slightly. 



 
 

This was due to continued cost reductions. The background of this was weak demand in all industries 
except automotive and continued inventory reductions. 

On the other hand, core operating income in MMA came out even despite ongoing cost reductions 
due to a global surplus of equipment, lack of price formation and sluggish demand. 

In basic materials, the petrochemical business has persevered and remained profitable. 
Unfortunately, the carbon products business has been in the red for three consecutive quarters. We 
need to seriously cut costs and rebuild this business. 

I would like to emphasize that the Company as a whole was able to generate JPY65 billion in core 
operating income in Q3 thanks to structural reforms over the past three years. The cumulative total 
is JPY183.9 billion. 

In addition, the EBITDA margin is close to 12%. We have achieved so much while the global chemical 
industry has struggled. 

Now, I must say goodbye to all of you. I will be leaving this group at the end of March and will leave 
with a great sense of accomplishment. In the previous Employee Satisfaction Survey, improvement 
was seen in 16 of the 17 items. 

Safety has been strengthened, and compliance and auditing functions have been greatly improved. 
We are also making good progress toward our 2030 sustainability goals. 

R&D is also firmly aligned with major markets. Financially, thanks to a new operational excellence 
mentality, we are seeing improvements in all indicators. And the Mitsubishi Chemical Group is well 
positioned for the future. 

In terms of corporate value creation and stock price, the Mitsubishi Chemical Group has been one of 
the top performers in the global chemical industry until the end of 2023. All of this is due to our 
wonderful employees. 

And this is because we had the most diverse and highest-level management team I have ever been 
involved with. For me it is time to start a new chapter in my life. I wish the best of luck to the Mitsubishi 
Chemical Group and its new leader, CEO Chikumoto, and the entire management team. 

Thank you very much for your past support. 

  



 
 

 

Summary 

 

 

Yuko Nakahira (hereinafter, Nakahira): My name is Yuko Nakahira, CFO. I will discuss the financial 
results for Q3 of the fiscal year ending March 31, 2024. We spoke about the harshness of the 
business environment surrounding the chemical industry at the H1 results meeting. The sluggish 
business environment continued in Q3. 

Amid soft sales volume, disciplined price management and cost structure reforms resulted in 3% YoY 
increase in core operating income for the nine-month period, despite a 5% YoY decline in sales 
revenue. 

Sales volumes of specialty materials and basic materials continued to decline due to the lack of a 
strong recovery from sluggish demand in the industrial materials sector, including the semiconductor-
related market, housing and construction materials. In addition, the low level of market conditions did 
not improve in the MMA and carbon products businesses. 

Meanwhile, industrial gases and health care continued to perform well, driving the Group's overall 
core operating income. 

In cost structure reforms, we achieved JPY82 billion in the cumulative Q3, exceeding the full-year 
company-wide cost reduction target of JPY80 billion, and contributed to securing earnings. 

Net income attributable to owners of the parent increased significantly from the same period of the 
previous year, mainly due to a non-recurring gain resulting from the transfer of all shares of Qualicaps 
to Roquette Frères SA in Q3 as part of a business portfolio reform. 

While a full recovery in the business environment for specialty materials and basic materials is not 
expected in Q4, industrial gases and health care continue to perform well. 



 
 

In addition, we expect to record non-recurring income associated with the promotion of business 
portfolio reforms, etc. Therefore, we maintain our full-year forecast unchanged from the revised 
forecast presented in November. 

We will continue to steadily implement important measures to achieve our financial targets based on 
the action plan for the "Forging the future" management policy. 

  



 
 

Consolidated Statements of Operations 

The average exchange rate for the nine months through Q3 was JPY143.8, 5% lower than the same 
period last year, and the unit price of naphtha was JPY67,900, 15% lower than the same period last 
year. Sales revenue was JPY3,245.1 billion, down 5% from the same period last year. 

Core operating income increased 3% YoY to JPY183.9 billion. Both sales revenue and core operating 
income are progressing well against the full-year forecast for the fiscal year ending March 31, 2024, 
announced on November 1. 

Non-recurring income of JPY28.6 billion was recorded, bringing operating income to JPY212.5 billion. 
The previous year saw a large loss related to the closure of the MMA Cassel Works and the liquidation 
of Medicago, resulting in an increase of more than JPY160 billion compared to the previous year. 

As a result, income before taxes was JPY191.8 billion, and net income attributable to owners of the 
parent was JPY103.9 billion, up approximately JPY86.9 billion from the same period last year. This 
is also on track against the JPY135 billion earnings forecast announced in November. 

  



 
 

Sales Revenue and Core Operating Income by Business Segment 

 

Here you see sales revenue and core operating income by business segment. In specialty materials, 
sales revenue was down 6% YoY and core operating income was down 69% YoY. Demand remained 
sluggish, especially in films & molding materials, which was affected by the slump in the 
semiconductor and electronics industries, a key market, and inventory adjustments by overseas 
customers toward the end of the year. As a result, the segment as a whole posted an operating 
income of JPY17.3 billion, a significant decrease from the previous year. 

The industrial gases business continued to perform well, with a 6% increase in sales and a 45% 
increase in operating income over the same period last year. 

In the health care segment, sales increased 6% YoY and operating income increased 177% YoY, 
thanks to a significant increase in sales of oral RADICAVA in the US and significant contributions 
from portfolio and cost structure reforms that have been implemented since last year. 

The MMA segment saw a 12% decrease in sales and a JPY0.5 billion decrease in income compared 
to the same period last year. Although the business was profitable in Q2, it has gone into the red 
again. The total of MMA monomer and PMMA remained profitable, but the sub-segment as a whole 
was affected by the poor performance of acrylonitrile. 

The basic materials business improved slightly compared to H1, but still posted a loss of JPY10.4 
billion. Sales were down 13% from the same period last year, and income declined by JPY28.1 billion. 
Among the factors contributing to the decrease in income, the impact of inventory valuation 
gains/losses was a negative JPY18.7 billion. 

Although demand for the petrochemicals business continues to be weak, operating income is 
improving after bottoming out in Q4 of the previous year. On the other hand, the carbon products 
business posted a loss for the third consecutive quarter as there was no improvement in the coke 
market. 

 



 
 

Analysis of Core Operating Income 

 

The following is a breakdown of the JPY6 billion increase in core operating income. The price factor 
had a positive impact of JPY33.4 billion. Pricing activities continued despite the decline in naphtha 
prices and lackluster market conditions for major products, contributing significantly to securing core 
operating income, especially in specialty materials and industrial gases. 

As for the volume factor, demand remained sluggish in specialty materials and basic materials, 
resulting in a negative factor of JPY30.8 billion. Cost reductions contributed JPY82 billion positively, 
and the contribution in Q3 was about JPY28 billion. 

We achieved our annual cost reduction target of JPY80 billion in the cumulative Q3. We are seeing 
strong momentum in our cost structure reform efforts, which we will continue to advance in Q4 and 
into the next fiscal year. 

Others includes a decrease of JPY20.3 billion in inventory valuation gains/losses. Of this amount, 
approximately JPY24 billion is health care-related, which includes the end of Lexapro sales, changes 
in sales contracts, and the impact of the IP transfer in the previous fiscal year. Other factors include 
a decrease in equity in earnings of affiliates and an increase in fixed costs due to foreign exchange 
and inflation effects overseas. 

 

 

 

 

 

 



 
 

Analysis of Core Operating Income: Specialty Materials Segment 

 

Specialty materials posted an income decrease of JPY37.9 billion from the same period of the 
previous year. Price and cost reduction were positive factors of JPY25 billion and JPY13.1 billion, 
respectively. Despite soft demand, pricing activities and cost structure reforms were pushed forward 
to mitigate the deterioration of core operating income in all three sub-segments. 

The most significant factor in the decrease in income was the volume, which continued to be strongly 
affected by cooling demand. In polymers & compounds, the market for automotive applications 
recovered, and there was an expansion of new adoption and increased sales of bio-polycarbonate. 
On the other hand, demand for additives for barrier packaging materials and paint, ink, and adhesive 
applications was soft. 

In films & molding materials, while there was no recovery in semiconductor-related applications, 
volumes declined further due to inventory adjustments by overseas customers toward the end of the 
fiscal year. In particular, sales continued to decline in high-performance engineering plastics for 
semiconductor applications, carbon fibers for wind power generation and general-purpose sports 
applications, and polyester films for general use. 

In advanced solutions, the adjustment phase in the semiconductor market continued. The market for 
cutting-edge semiconductors is recovering, and some products, such as aquaSAVE, have performed 
well; however, the overall trend has not changed significantly at this time. 

All three sub-segments continue to focus on new product development and recruiting activities to 
prepare for the coming demand recovery in their focus markets, while continuing to manage price, 
cost, and cash. 

 

 

 



 
 

Analysis of Core Operating Income: Industrial Gas Segment 

 

The industrial gases segment continued to perform well, posting an increase of JPY38.2 billion in 
operating income over the same period last year. Although volume was not strong, price pass-through 
and productivity improvement efforts, which are being implemented in each of all regions, were 
successful, and foreign exchange also contributed to the increase in income. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Analysis of Core Operating Income: Health Care Segment 

 

In the health care segment, core operating income increased by JPY35.4 billion YoY. The main 
reason was the strong growth of RADICAVA ORS in North America, while priority and new products 
of domestic ethical drugs also performed well. 

In addition, the liquidation of Medicago, which was decided in the previous fiscal year, and cost 
structure reforms, including a review of the portfolio of products under development, contributed 
significantly to the increase in income. 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Analysis of Core Operating Income: MMA Segment 

 

The MMA segment reported a JPY0.5 billion decrease in operating income compared with the same 
period of the previous year. There was a loss of JPY0.3 billion in the cumulative Q3, with a push-
down effect of about JPY2 billion due to acrylonitrile. The price factor continued to be affected by the 
deteriorating MMA monomer market conditions compared to the same period last year. 

Although volume continues to soften, MMA monomer and PMMA volumes are on an increasing trend 
compared to the same period last year. Although there are some encouraging signs in January, such 
as a slight upward trend in prices in China due to tight supply, the future outlook remains uncertain. 

 

 

 

 

 

 

 

 

 

 

 



 
 

Analysis of Core Operating Income: Basic Materials Segment 

 

The basic materials segment reported a decrease of JPY28.1 billion in operating income versus the 
same period last year. In the petrochemicals business, the price factor was positive due to price pass-
on activities as well as a delay in polyolefin price revisions, but the price for basic materials as a whole 
was a negative factor due to the impact of the decline in the coke market. 

The decrease in volume due to sluggish demand and the negative inventory valuation impact of 
JPY18.7 billion resulted in a decrease in income. 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Consolidated Special Items 

 

 

Special non-recurring items resulted in income of JPY28.6 billion. In Q3, proceeds from the sale of 
Qualicaps, net of sale-related expenses, amounted to about JPY18 billion. 

  



 
 

Consolidated Cash Flows 

 

Here you see cash flows. Net cash provided by operating activities was JPY285 billion and net cash 
used in investment activities was JPY119.3 billion, resulting in a free cash flow of JPY165.7 billion. 

Since free cash flow for the same period last year was an outflow of JPY400 million, the cash 
management activities being deployed throughout the Company have resulted in a significant 
improvement. The increase in trade receivables and payables was due to a significant increase in 
health care sales. Inventories were well controlled despite weak demand. Net cash used in financing 
activities was JPY103.8 billion. 

 

  



 
 

Consolidated Statements of Financial Positions 

 

Total assets were JPY5,984.6 billion, up JPY210.3 billion from the end of the previous fiscal year, of 
which JPY193 billion was due to foreign exchange effects. Total liabilities amounted to JPY3,807.1 
billion, up JPY21.2 billion from the end of the previous year, and total equity amounted to JPY2,177.5 
billion. As a result, the net D/E ratio was 1.20, an improvement from 1.33 at the end of the previous 
year. 

 

 

 

 

 

 

 

  



 
 

Sales Revenue and Core Operating Income by Business Segment [Quarterly Data] 

 

Here you see quarterly changes from the fiscal year ending March 31, 2023. Core operating income 
was JPY64.3 billion in Q3, although it fell short of the JPY68.8 billion recorded in Q2 and remained 
at a high level in this business environment. 

Specialty materials is still far from a full-fledged recovery, although it is better than in Q4 of the 
previous fiscal year. In Q4, we expect a slight turnaround from Q3 in the high-performance 
engineering plastics and carbon fibers businesses, but overall weakness is expected due to the 
promotion of working capital reduction efforts and further inventory adjustments in some businesses. 

Industrial gases and health care are showing a steady trend of increasing income. While these 
segments are expected to continue to perform well in Q4, the health care business is expected to be 
affected by the same pre-NHI price revision restraint on domestic pharmaceutical products as in past 
years. 

As for MMA, there is a sense that the bottom of the market has been reached, but the outlook for 
recovery is uncertain. As for basic materials, earnings in the petrochemicals business are improving, 
but in the carbon products business, the coke market continues to be weak. Therefore, we do not 
expect a significant recovery in demand for MMA, petrochemicals, and carbon products business in 
Q4. 

Given the above, we do not expect a significant improvement in the business environment for 
specialty materials and basic materials in Q4, but due to continued strong performance in industrial 
gases and health care, as well as because we expect to post special items along with the promotion 
of business portfolio reforms and other factors, we maintain our full-year forecast unchanged from 
the revised forecast presented in November. 

 

 



 
 

Question & Answer 

 

Q&A: Factors contributing to lower income in Specialty Materials 

Participant: CEO Gilson, thank you for your hard work over the past three years. I hope that the 
entire company will continue to take over the mindset of structural reform and cost management. 

Regarding specialty materials, I believe that the effects of the inventory adjustments by customers 
and your company's internal inventory reductions, which you explained earlier, are quite strong, but 
even taking them into account, Q3 level is still very low. Please let us know if you can quantify the 
inventory reduction impact, etc. 

Also, can you tell me if there were any special factors that were negative with respect to the accounts? 
If this trend continues into the next fiscal year, it seems likely that specialty materials will see even 
lower income. I would like to have a more detailed explanation. 

Nakahira: Regarding the factors behind the weak performance of specialty materials in Q3, by region, 
the weakness in China is still continuing, but the weakness in Europe as a whole is a particular factor. 

As for displays, some panel makers returned to production in H1, but as a result, panel makers' 
inventories increased, and the makers completely lacked movements again in Q3. 

In addition, in the semiconductor market, cutting-edge AI chips and other products are doing very 
well, such as our aquaSAVE, but overall semiconductor volume has not yet returned in Q3. 

While there has been a recovery in some areas, such as food additives and infrastructure-related 
"ALPOLIC," our volume zone films & molding materials was strongly affected by the market downturn 
ahead, which led to Q3 results. 

Q&A: Supply chain inventory status 

Participant: I believe that this result is not due to special factors but shows the current capabilities 
of your company. Of course, inventory adjustments are also a factor. Do you believe that supply chain 
inventories are much smaller? 

Nakahira: You are right. In displays, we have heard that panel makers have adjusted considerably 
in Q3, and that inventory levels are once again very steady at two to three weeks. 

Q&A: Prospects for recovery in the Chinese market for MMA 

Participant: Regarding MMA, you mentioned earlier about the recovery of the Chinese market. We 
have seen quite a strong recovery since the beginning of the year, but do you see this as a short-
term trend that is not very sustainable? 

Nakahira: As for MMA, as you mentioned, supply is tight in some areas. In particular, some makers 
in China have significantly curbed production, and market conditions are returning to normal at the 
moment. We expect the shortage of raw materials from upstream to continue, and this trend will 
remain. 

On the other hand, we are keeping a close eye on whether Chinese companies will increase their 
operations again after the Spring Festival, as the upstream supply chain is the source of constraints. 

 



 
 

Q&A: Investing in America 

Participant: Any update on US investments? 

Nakahira: Currently, we are still in the process of applying for permits related to environment and 
wetlands. We would like to make a decision after we see daylights regarding the application. 

Q&A: Competition and growth potential for ALS drugs 

Participant: ALS drugs continue to do well. Is there any change in the competitive situation? Can 
you comment on the potential for sustained growth? 

Akihiro Tsujimura (Tsujimura): We are keeping a close watch and responding to the trend of 
competing products, as our competing product RELYVRIO is on the market and that drug continues 
to receive a large number of prescriptions. On the other hand, we continue to gain new patients as 
we have in the past, and we expect the existing trend to continue. 

Q&A: About the Carbon Products business in the next fiscal year 

Participant: I believe the JV for the petrochemical business was cancelled. Am I correct in assuming 
that the carbon products business will continue to be considered for sale from January to March and 
will be zero for the next fiscal year? 

Nakahira: The current situation in the carbon products business is not very good, and we need to 
quickly decide what to do about it, including further structural reforms, under the new executive 
structure, so we do not anticipate any moves between January and March. 

Q&A: Sales revenue from RADICAVA 

 

Participant: I would like to ask about pharmaceutical sales on slide 27. Sales of Radicava decreased 
to JPY20 billion in Q3 from JPY23.9 billion in Q2, which seems a little slow compared to the JPY40.7 



 
 

billion planned for H2. Does this mean that the impact of the launch of RELYVRIO is beginning to be 
felt? 

In your explanation, it sounded to me that you are saying that health care will be slightly higher than 
planned. How is Radicava progressing against your plan? If there is a slight delay in progress, I think 
the plan is to make up for it with other pharmaceuticals. Which pharmaceuticals are expected to 
exceed the plan? Please explain the sales trend of each pharmaceutical product, with a focus on 
Radicava. 

Tsujimura: I think sales in North America appear to be weakening a bit, but this is only because of 
the Christmas season in December, and we do not see a major trend change. Overall, we expect this 
situation to continue in Q4 as well, since progress is being made as originally anticipated. 

Participant: In general, would you say that the Q3 results are as planned? 

Tsujimura: Yes. We think so. 

Participant: What is your current feeling about the trend of Radicava for the next fiscal year, whether 
it is likely to grow another level or just maintain the sales level of the current fiscal year? 

Tsujimura: Naturally, we as a pharmaceutical company are taking various steps to maximize product 
value. While keeping a close eye on competing products that have been launched on the market, we 
will continue to make every effort to follow the trend we have seen so far in the next fiscal year and 
beyond. 

Q&A: Progress of industrial, consumer goods, building & construction, etc. 

 

Participant: I have a question regarding specialty materials. Looking at progress by market, EBITDA 
for industrial, consumer goods, building & construction, etc. at the bottom of the slide totaled JPY3 
billion in Q3, which appears to be quite slow progress against the planned JPY15 billion. 



 
 

This is a field that includes quite a variety of products, so it may be difficult to explain, but what factors 
are causing the slow progress in this sub-segment and is there room for recovery in Q4? 

Nakahira: We have identified the top four markets in the table on the slide as our focus markets, and 
in that sense, industrial, consumer goods, building & construction, etc. are not our focus markets. 

Nevertheless, we recognize that the weak progress in this segment is due to the fact that industrial 
applications in general, and molding-related applications in particular, were affected by the recession 
considerably more strongly than usual in Europe and the United States, especially in Europe, due to 
inventory adjustments in Q3. 

We are taking measures to manage to accumulate significant earnings in our focus markets of 
EV/mobility, digital, medical, and food. With regard to packaging materials, EVOH and the multi-layer 
film Diamiron have been driving income considerably, but we also handle general polyester film and 
other products. Revenues in those areas have not recovered much from a competitiveness standpoint, 
which I think is the reason of the slow progress. 

Q&A: Food market trends 

 

Participant: From the second to Q3, the EBITDA of the food business decreased by about JPY1 
billion. On the other hand, there is a comment on the slide, global demand in the food packaging 
material market to recover moderately. Can you tell us about market trends and whether EBITDA in 
the food business is expected to improve in Q4? 

Nakahira: In the food market, we have the packaging materials and additives businesses. Although 
the additive materials business has performed relatively well, the overall trend for packaging materials 
has continued so far this fiscal year with sluggish volume growth amid an inflationary trend. 

Regarding this trend, we have heard that demand is returning somewhat in some areas, especially 
in the United States. It also has a high EBITDA ratio, which we intend to continue to strengthen. 

 



 
 

Q&A: Actual and projected EVOH shipments 

Participant: I think three months ago you were of the view that EVOH shipment volume would 
increase from Q2 to Q3, while the utilization rate would decrease. Please tell us about the results and 
your expectations for Q4. 

Nakahira: EVOH has been doing quite well until Q2, and our production capacity has been a 
constraining factor, but we expect the volume to return somewhat in Q4. We believe sales volume 
has fallen the most in Q2, and compared to that, sales volume will remain almost flat in Q3 and grow 
by about 20% in Q4. We believe sales volume bottomed out in Q2. 

Participant: I think you are expecting quite a recovery. Is that because you feel that inventory 
adjustments in the supply chain have made considerable progress? 

Nakahira: Well, we believe production has come back considerably in Q3 in particular. Nevertheless, 
we do not expect the volume to be as high as in Q1. The percentage is large, but we do not expect a 
very strong recovery yet. 

Q&A: Status of SAMAC operations and plans 

Participant: Let me ask you about MMA. We also hear that the impact of logistical disruptions in the 
Red Sea is a factor pushing up the MMA market. Has your company's SAMAC operation been 
affected in any way? Also, I believe Q3 was originally planned to have a 60% occupancy rate. 
Please tell us what the actual results were and what you are currently planning for Q4. 

Nakahira: As for SAMAC, it continues to operate almost at full capacity. The occupancy rate for the 
entire Q4 is expected to be about 70%. As for the impact of the Red Sea, it may be affected somewhat, 
but so far, we have not heard of any major impact. 

Participant: What was the occupancy rate in Q3? 

Nakahira: It was about 60% in Q3. 

Q&A: Improving demand for Specialty Materials 

Participant: I have a question regarding specialty materials. In Q3, results were basically squeezed 
considerably by the volume factor. 

If you divide demand into demand that will return and demand that will not return, is some demand, 
such as packaging materials and paints and inks, demand that will not return, while other demand is 
basically demand that will return? Do you believe that if the economic environment improves, the 
negative JPY54 billion in the nine-month total will recover? 

Or is there a lot of demand that is not coming back due to loss of competitive edge, etc., in addition 
to changes in packaging materials and packaging? With respect to the volume, what is the ratio of 
what your company considers to be returnable and non-returnable? 

Nakahira: We recognize that this is a very important point. We are keeping an eye on the market to 
see if we are actually losing market share. As for semiconductor-related products, we have lost almost 
no market share, and we believe that market share will return once demand returns. 

As for displays, we do not believe we are losing market share. However, while demand has not been 
favorable, the focus has so far been rather heavily on LCDs, and measures for OLEDs have not been 
sufficiently advanced. We are also promoting such measures on this occasion, which I believe will 
bring it to the positive direction. 



 
 

As for packaging materials, I believe that EVOH and Diamiron will regain market share if overall 
demand returns. In the area of polyester film for general use, we are not very competitive. We have 
been able to secure volume in the past, but in response to this demand environment, we are working 
to make the mix such that we do not have to rely on it. 

Q&A: Molding Materials' market share 

Participant: Will molding materials share also return? 

Nakahira: As for molding materials, I think we will see our market share returning, especially for high-
performance engineering plastics. We are actually seeing a slight return of the market share of carbon 
fiber in Q4. 

Participant: Can I understand that even if you make drastic reforms, it will be below-the-line with no 
significant non-recurring losses, such as some impairment charges for commodity polyester films? 

Nakahira: At the last IR Day, we reported that we would be withdrawing from businesses with sales 
of around JPY200 billion. I believe this would include the uncompetitive packaging business. 

There are no significant impairments to comment on, but we intend to proceed with the sale or 
withdrawal of minor businesses as planned. 

Q&A: Cash flows 

Participant: I would like to ask about cash flows. Of the JPY165.7 billion in free cash flow in the first 
nine months, JPY47.4 billion is related to Nippon Sanso Holdings. In addition, JPY71.5 billion is from 
asset sales and about JPY8 billion from investments and loans outside of Nippon Sanso Holdings, 
so only about JPY40 billion will remain after subtracting these amounts. 

While the cash flows of Nippon Sanso Holdings cannot be used to guarantee the expansion of 
specialty materials, do you think that the current cash flow is sufficient? Or are you of the opinion that 
this is not a problem as you will continue to sell assets? 

Nakahira: I believe we need to continue to raise operating cash flow as well. We have this time 
converted inventories to cash for a cumulative total of three quarters but considering that our 
inventory levels increased by about JPY100 billion last year, I think there is still room for more. 

We are also working on income/loss before taxes, which we are suffering from right now, and on 
trade receivables and payables, which relate to working capital. Although it was quite affected by 
health care this time, we hope to earn cash flows while proceeding with the sale of non-core assets 
and other activities. 

Q&A: Free cash flow and Specialty Materials 

Participant: I recognize that this free cash flow is slightly insufficient to secure the investment in 
specialty materials, but is this different from what CFO Nakahira thinks? 

Nakahira: At this point in time, we have secured capital investment in specialty materials, but we 
would like to somehow balance this with debt by increasing operating cash flow. In the end, the key 
is balance. We have returned the debt this time, but if the cash flow is not good, the debt will also 
increase, so we want to keep a good balance. 

Participant: In addition to operating cash flow, if possible, we would like to see improved cash flow 
from asset sales. 



 
 

Q&A: Pharmaceutical development pipeline 

Participant: I would like to ask about the pharmaceutical pipeline. I estimate that costs will increase 
in the MT-7117 and MT-2990 trials in the future. Currently, I believe that R&D expenditures are at the 
JPY50 billion to JPY60 billion per year level. Can you tell us about your R&D expenditures for the 
next year and beyond and when the cost of clinical trials will increase? 

Tsujimura: First of all, regarding our approach to R&D expenses, we will naturally invest in Phase III 
of MT-7117, so expenses will increase, but we are also reviewing the contents of the pipeline and 
are naturally considering projects that will be stopped. 

We are in the process of reviewing the content of R&D expenses, considering how much we can 
invest in R&D in relation to income, so that overall profitability does not decline as a result of R&D 
expenses. 

Q&A: Progress on ND0612 for Parkinson's disease 

Participant: I would like to ask you about Parkinson's disease drugs. You are probably planning to 
launch the product around the middle of the fiscal year ending March 2025, but please let us know if 
everything is going well. 

Tsujimura: Regarding ND0612, Israel is at war with Hamas, but so far it is proceeding without 
problems. We are not aware of any delays. 

Q&A: Impact of the Israeli situation 

Participant: With the limited impact of the Israeli situation on ND0612 as well as on Neuroderm, can 
we expect that these will be profitable smoothly and as originally planned? 

Tsujimura: Naturally, this requires consultation with the authorities, so we can't say for sure, but we 
are not aware that there is going to be a significant delay or that anything very negative is happening 
with respect to the original plan. 

Q&A: Review of development pipeline 

Participant: By reviewing the pipeline, do you mean that something may not proceed to Phase III? 

Tsujimura: No, I mean that we are reviewing the pipeline in addition to the pipeline shown on the 
slide, as well as various projects running in the pre-clinical stage. 

Q&A: Status of major development pipeline 

Participant: You don't mean that any project in the main development pipeline would not go to Phase 
III despite the good results in Phase II? 

Tsujimura: No, there is no such talk. 

Q&A: Operating income 

Participant: I understand that operating income is in line with the forecast, as the risk of slightly 
missing the forecast for core operating income is compensated for by the positive special items. Am 
I correct in this perception? 

Nakahira: We did not intend it. My explanation may have been a little confusing. We are aiming for 
core operating income to be in line with our initial forecast by itself. 



 
 

Q&A: Core operating income 

Participant: Qualitatively, you are aiming for JPY250 billion in core operating income through a 
structure in which specialty materials is in a tough spot and commodities is also in a tough spot, but 
industrial gases and health care are compensating for those? 

Nakahira: Compared to the November revised figures, yes. 

Q&A: Major products with large income declines 

Participant: You said that the biggest decline in income from the second to Q3 was in films & molding 
materials. Once again, please indicate the products with the largest profit declines in the order of the 
size of declines. 

Nakahira: Acetyl films' income have been cut in half. In the display business, panel makers produced 
to some extent in H1, but inventory adjustments were made in Q3, which had an impact. Other factors 
that contributed to the decline in income in advanced materials were high-performance engineering 
and carbon fibers. 

Q&A: Income depressions for major products with large income declines 

Participant: Are you saying that income decreased by about the same amount in acetyl films, high 
performance engineering, and carbon fibers? 

Nakahira: If I were to rank them, carbon fibers has deteriorated the most, but the magnitude is about 
the same for all three. 

Q&A: Prospects for OPL films 

Participant: Can you give us the results of OPL films from Q2 to Q3 or an estimate for Q4? 

Nakahira: Sales volume fell sharply in Q3, but we expect it to return somewhat in Q4. As we reported 
earlier, Q3 was affected by inventory adjustments on the part of manufacturers due to an increase in 
market inventories of panels, but we expect a slight recovery in Q4. 

Q&A: Status of Mounjaro sales and limited shipments 

Participant: Regarding health care, please explain the current sales situation of Mounjaro, which 
seems to be experiencing further supply difficulties since it was launched in the US under the name 
Zepbound for the treatment of obesity, and the assumption of normalization of sales in Japan. 

Tsujimura: Regarding Mounjaro, things are progressing as originally envisioned. However, demand 
has exceeded expectations, not only in Japan but also in the US, and we are now in a situation where 
shipments are being limited in Japan. We cannot give a definite answer at this time regarding the 
removal of limited shipments. We are working with Eli Lilly and Company to ensure that the limited 
shipments are removed as soon as possible. 

Q&A: Impairment prospects 

Participant: I would like to ask about impairment. The peer company is expected to record fairly 
large impairments in its domestic and international petrochemicals operations in Q4. I believe that 
your company has some similarities in the polyolefin business and other areas. Do you have any 
specific plans to test for impairment in the future? 



 
 

At the same time, I think the revenue environment for MMA is very poor. I don't see any particular 
problem with the business in Saudi Arabia, but I believe the book value is in the tens of billions of yen 
at other overseas locations such as Thailand. Please let me also confirm how you see the need to 
test for impairment in this area. 

Nakahira: We are always looking at risks in times of poor performance like this, but we are aware 
that so far, especially in petrochemicals and MMA, we have not had to book anything particularly 
significant. 

Our petrochemicals business is not good, but we have managed to keep it profitable. On a micro 
level, there may be minor impairments, such as stopping the line, but we recognize that we are not 
in a situation where something very large is to be accounted for. 

Since our performance in H2 of the previous fiscal year was not very good, we took a major 
impairment action last year to do what we could for the future in MMA and health care. Current, we 
do not plan to make any very large impairments in the next two quarters. 

Q&A: Status of carbon fiber 

Participant: There was a comment that demand for carbon fiber is coming back in Q4. Please tell us 
what applications are seeing a recovery in demand. 

Nakahira: My understanding is that some demand for wind power and aircraft applications is 
returning. Although pressure vessels and other products have been firm to begin with, I recognize 
that demand for other general-purpose products, which was quite weak, is returning. 

Greetings from Nakahira 

Nakahira: Q4 of this fiscal year is already a third of the way through. Market conditions remain 
considerably weaker than we had assumed at the time of our initial forecast last May. However, we 
are concentrating our efforts on self-help initiatives to achieve the core operating income we set forth 
at the time of our initial forecast. In addition, the Company's financial position is improving as a result 
of the sale of non-core assets and curtailment of working capital. 

At the same time, we will continuously strive to improve our corporate value by promoting activities 
to develop and adopt new products in preparation for a recovery in demand in our focus markets. We 
appreciate your continued support. Thank you for your attention today.  

[END] 

 


