
 1 / 4 
 

Questions from the Internet Briefing for Institutional Investors and Analysts on Mitsui Chemicals 
Group’s Consolidated Financial Results of the 2nd Quarter of Fiscal 2018 

Date November 1, 2018 

Speaker Osamu Yoshida, Deputy General Manager, Corporate Communications Division

Reference Results of the 1st Half of FY2018 & Outlook for FY2018 

 
Q&A 

■Mobility 
Q1.  In the Mobility segment, the volume difference in operating income in Q2 (April – 

September) of FY2018 from the same period of the previous year was positive, while 
the terms of trade deteriorated. Please explain this. Automobile sales in North America 
are currently falling; is there any impact?  

A1. In the Mobility segment, while the sales volume remained firm in all businesses, some products 
saw raw material prices rising, and it took time to revise our prices. While automobile sales in 
North America fell in September, the cumulative total from the beginning of the year remained 
unchanged from the previous year, and sales of large-size cars which we focus on also grew in 
September. We therefore think that the general trend remained the same, although there was 
a temporary adjustment. In addition, automobile sales in Asia including Thailand and India are 
growing, and the growth of PP compounds of the Company continues overall.  

 
Q2．What is the reason for the decline in operating income from 1Q (April – June) to 2Q 

(July – September) in the Mobility segment?  
A2．It was mainly due to a delay in price revisions following a rise in raw material prices.  
 
Q3．Please explain the trends in operating income in the Mobility segment from the first 

half to the second half.  
A3 ． We expect that operating income will increase mainly due to the sales expansion of 

performance polymers and other products on the back of firm demand.  
 
■Health Care 
Q4．In the Health Care segment, operating income had often fallen below the initial plan, 

but it exceeded the initial plan in the first half this time. What is the factor for this? Also 
please explain the trends from the first half to the second half.  

A4．It is because the performance of dental materials, for which we had booked an impairment loss 
in the previous fiscal year, remained stable, in addition to the firm performance of vision care 
materials. In the second half, we expect that vision care materials will remain firm. On the other 
hand, in nonwoven fabrics, depreciation will increase due to the startup of new production lines. 
We also expect that sales of dental materials will expand as they enter the demand season.  

 
Q5．Naphtha prices continue to rise. What about the profitability of nonwoven fabrics? Do 

you factor in an improvement in the second half?  
A5．Naphtha prices have been rising continuously since around the beginning of FY2016, and price 

revisions continue to be deferred. We plan to expand sales in the second half, leveraging the 
startup of new production lines, but we expect that the expansion of income will be seen after 
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the next fiscal year because the burden of depreciation will be heavier.  
 
■Food & Packaging 
Q6．Please explain the trends of operating income in the Food & Packaging segment from 

the first half to the second half.  
A6．The increase in operating income from the first half to the second half is mainly due to the 

seasonal sales of agrochemicals. We are currently working on price revisions in coatings & 
engineering materials and films & sheets, and we have factored in this effect.  

 
■Basic Materials 
Q7．What is the reason for the increase in operating income in Q2 (April – September) of 

FY2018 in the Basic Materials segment from the initial plan?  
A7．Though the environment has not changed much, it is because we looked at the market 

conditions for phenol and petrochemical products a little too conservatively. 
 
Q8．Please explain the trends of operating income in the Basic Materials segment from the 

first half to the second half. Also, what are the assumptions for the market conditions 
for phenol in the second half?  

A8．While the regular maintenance in the first half and the reduction of the impact of the fire at 
Osaka Works are factors for higher income, the weakening market conditions and the 
deferment of repair expenses to the second half are factors for lower income. In total, we 
expect that the income level will be almost the same as it was in the first half. We also expect 
that the market conditions for phenol will remain firm in the second half as in the first half.  

 
Ｑ9．The petrochemical market in Asia currently remains weak. What about its impact on 

operating income in the Basic Materials segment? The market conditions for phenol are 
firm, but those for acetone are sluggish. What is your outlook?  

Ａ9．We operate the petrochemical business mainly in Japan, and domestic demand remains firm. 
Following this, facility operating rates remain high, and we expect that the impact of the 
declining market conditions will not be very large because spot exports, which are affected by 
the market conditions in Asia, are limited. In addition, the declining market conditions will be a 
positive factor for overseas businesses that purchase ethylene. Demand for phenol also remains 
firm, particularly in China, and we expect that the demand and supply conditions will be 
balanced or tight, partly due to trouble at our competitors. While the market for acetone 
continues to be sluggish, we are able to secure a certain income when phenol is included. 

 
Q10. Looking at the market conditions for TDI, its market price in the July – September 

period was 3,400$/t. What is your outlook for the second half?  
A10. The market conditions for TDI are gradually weakening at present, and we have made our 

results forecasts, reflecting this trend.  
 
■Group-Wide Issues 
Q11．Please explain the sales trends of APEL®, nonwoven fabrics, dental materials and 

agrochemicals at the moment and in the second half.  
A11．Regarding APEL®, although the shipment of smartphones themselves is sluggish, sales 
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remain firm given the trend of making the number of camera for smartphones dual or triple, and 
we expect that this trend will continue. With respect to nonwoven fabrics, sales of 
high-performance nonwovens remain stable, but the sales volume of general-purpose 
nonwovens declined due to a fall in the export volume of disposable diapers. We will endeavor 
to expand sales because two new production lines of high-performance nonwovens will start up 
in the second half. In terms of dental materials, we are working to recover sales by steadily 
introducing a number of measures. Because they will enter the demand season in the second 
half, we will continue our efforts to expand sales. Sales of agrochemicals remain stable, 
particularly overseas, and we expect that sales will increase in the second half because 
agrochemicals will enter the demand season in Japan.  

 
Q12．Please explain the impact of the fire at Osaka Works on each segment.  
A12．It had the negative impact of about \2.5 billion in Q2, of which \2.3 billion was in the Basic 

Materials segment, consisting of \0.7 billion as a volume impact and \1.6 billion as cost 
increases. The remaining \0.2 billion was the impact on other segments, which took the form of 
cost increases.  

 
Q13.  In the analysis of year-on-year increases and decreases in operating income in Q1 

(April – June), “fixed costs etc.” were -\3.3 billion. In Q2 (April – September) of FY2018, 
“fixed costs etc.” were -\4.7 billion. Given that the impact of the fire was included in 
these figures, what is the reason for the contraction of the rate of increase in “fixed 
costs etc.”?  

A13. The increase in “fixed costs etc.” was mainly due to the stronger input of resources such as 
research and development expenses. Because costs increased in the middle of the previous 
fiscal year, the difference in Q1 (April – June) of FY2018 was large in a year-on-year 
comparison, but the rate of increase settled down in Q2 (April – September) of FY2018. In the 
analysis of year-on-year increases and decreases in the operating income forecast for FY2018, 
which we announced at the beginning of the year, “fixed costs etc.” were -\5.5 billion, and “fixed 
costs etc.” are expected to be mostly in the same range as this as of this moment, except for the 
impact of the fire.  

 
Q14．What is the reason for the year-on-year improvement in equity in earnings of 

non-consolidated subsidiaries and affiliates in Q2(April – September) of FY2018, and 
what is the reason for your expectation of the decline in equity in earnings of 
non-consolidated subsidiaries and affiliates in the second half of FY2018 from the first 
half? Also, what is the reason for your net income unchanged, while ordinary income 
was revised up in the full-year forecasts for FY2018?  

A14．The reason for the improvement in equity in earnings of non-consolidated subsidiaries and 
affiliates is that the business performance of joint ventures for urethane in South Korea, phenol 
in China and PTA in Thailand remained firm. For the second half, we have factored in a certain 
weakening of market conditions. The upward revision of full-year ordinary income was due to 
the improvement in equity in earnings of non-consolidated subsidiaries and affiliates. However, 
because extraordinary losses due to the fire at Osaka Works are also generated, we have left the 
existing forecast for net income unchanged. Although we will make an insurance claim for 
compensation for the fire-related losses, we do not incorporate it in our results forecasts this 
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time because the compensation could be made in the next fiscal year.  
 
Q15．What is the reason for the decline in your outlook for capital expenditure in FY2018 by 

\10 billion from the initial plan?  
A15．We initially considered the location of investments for TAFMER™ and Lucant™ in North 

America, but we decided to enhance capacity in Singapore for TAFMER™ and make an 
investment for Lucant™ in Japan and reduced the amount of investments. This is the main 
reason.  

 
Q16．Please explain the reason for your share repurchase and the line of thinking about its 

amount.  
A16．We are repurchasing our own shares this time based on our policy on shareholder returns. 

The policy says that the Company will aim to achieve a total return ratio of 30% or more, and we 
will aim to achieve the target level including the share repurchase because the total return ratio 
of dividends we currently plan to pay and expected profit for the current fiscal year will be 25%. 
In addition, given the fact that we have achieved a record profit in the first half and the current 
share price, we have decided to repurchase shares of \10 billion this time.  

Please note that this document has been translated from the original Japanese into English for the convenience of 
our stakeholders. The information was originally provided in Japanese. If there is any discrepancy, the Japanese 
language version is the official document and is available on our Japanese language website. 


