
1 

 

Q&A at Investor Meeting of Financial Results for the               

Nine Months Ended December 2012 

 

Presentation Date: February 1, 2013 (Friday) 16:30 to 17:30 

Presenters: 

Ryoichi Ueda: Senior Executive Vice President, Chief Financial Officer 

Shuma Uchino: Senior Vice President, General Manager, Corporate 

Accounting Department 

Yasushi Okahisa: General Manager, Investor Relations Department 

 

[Questions and Answers] 

(1) Results for the Nine Months Ended December 2012 

Q. Please give us details of the one-off factors that affected results in the 

nine months ended December 2012. 

A. One-off factors in the nine months ended December 2012 had a positive 

effect of approximately 15.0 billion yen. Approximately 9.0 billion yen of 

this was accounted for by share sales gains in the Metals, Chemicals and 

Living Essentials business groups. The remaining approximate 6.0 billion 

yen mainly represented net unrealized gains accompanying share purchases 

in the Metals Group. 

 

Q. Why haven’t you raised your forecast when consolidated net income 

represented an achievement rate of 86% against your full-year forecast? If 

you do end up surpassing your full-year forecast, would it be correct to 

assume that you will also raise the dividend in line with your past policy 

for the consolidated dividend payout ratio? 

A. We plan to review our investment and asset portfolios through to the 

end of the fiscal year. We have not raised our forecast consolidated net 

income for several reasons. One reason is that in the course of this review 

we may be able to determine the final accounting treatment of certain items. 

Another reason is that dividend income from the Energy Business Group, 

which had a high achievement rate, is heavily weighted in the first nine 

months of the fiscal year. Furthermore, we expect to book exploration costs 

and other expenses in the fourth quarter. Due to the aforementioned factors, 
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we expect consolidated net income to come in within the range of our 

forecast announced in October 2012. We believe there is a high likelihood 

of achieving our full-year 330.0 billion yen forecast, but if we do 

ultimately surpass our forecast, we will of course give some consideration 

to the dividend. 

 

Q. The Machinery and Chemicals groups posted lower earnings than the 

previous quarter in the third quarter, while the Living Essentials Group 

recorded higher earnings quarter on quarter. Could you briefly explain the 

reasons for these performances? 

A. The Machinery Group recorded a 3.7 billion yen drop in earnings from 

the previous quarter, but there weren’t any major factors. This decrease 

primarily reflected slightly lower earnings in Asian automobile operations 

and other areas. The Chemicals Group recorded a 1.5 billion yen 

quarter-on-quarter decrease, which was mainly due to lower earnings on 

transactions at the Parent and lower earnings at SPDC Ltd. The 

quarter-on-quarter increase in the Living Essentials Group reflects a 

tendency for third-quarter earnings to increase markedly due to seasonal 

factors such as the year-end shopping season, principally in foods and food 

products. This trend is seen annually. 

 

Q. I think the high consolidated cash flows in the third quarter probably 

reflects dividend income from affiliated companies. Please explain the 

reason for this. 

A. Dividend income in the third quarter continued to come mainly from the 

Energy Business Group. 

 

(2) Specific Projects 

Q. What impact has recent rain in Australia had on the Mitsubishi 

Development Pty Ltd (MDP)-related business? Also, please comment on 

progress with cost cutting at MDP. 

A. Recent rain in Australia has not had a particularly large impact. As you 

know, February and March is the rainy season, so we will be keeping a 

watchful eye on the heavens. Regarding cost-cutting at MDP, steady 
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progress is being made reducing costs in line with initial expectations, so 

benefits will be seen as time goes by.  

 

Q. Are one-off factors included in MDP’s third-quarter results? 

Furthermore, will MDP’s production costs fall further in the fourth quarter 

due to production declines as Australia enters the rainy season? 

A. One-off-factors are not included in MDP’s third-quarter results. 

Compared with the previous quarter, price and sales volume factors brought 

down earnings by approximately 13.0 billion yen, while exchange rate and 

cost factors had an approximate 13.0 billion yen positive impact, resulting 

in a change of almost nothing. Actually, the change was minus 0.3 billion 

yen. Regarding price and sales volume factors, coking coal prices dropped 

more than 20% versus the previous quarter according to media reports. 

While MDP’s prices are different from the reported basis, the change in 

prices followed largely the same trend, so price drops of more than 20% 

from the previous quarter negatively affected MDP’s earnings. MDP’s 

third-quarter sales volumes increased approximately 2 million tons 

compared with the previous quarter, with BMA accounting for 1.8 million 

tons of the increase. While sales volumes had a positive impact on earnings, 

this was outweighed by the large negative impact of lower prices and 

earnings therefore fell 13.0 billion yen as a whole. Regarding exchange 

rates and costs, BMA’s production volume increased from 5.2 million tons 

in the second quarter to 5.4 million tons in the third quarter. This increase 

reflected the end of strike action and accompanying gradual rebound in 

production volume. As a result, in addition to lower fixed costs per unit of 

production, considerable progress was made reducing costs, including 

personnel expenses, mainly indirect expenses, consulting expenses, and 

external contractor expenses. These cost reductions were the main reason 

for the 13.0 billion yen increase in earnings quarter on quarter that was 

attributable to foreign exchange and cost factors. Offsetting these gains 

against the impact of sales prices and sales volume factors resulted in 

earnings being down only slightly by 0.3 billion yen.  

 

 



4 

 

Q. You said that the third quarter saw a large reduction in costs due to the 

end of strike action and decreases in consulting and other costs. Does this 

mean the speed of cost reductions will decelerate in the fourth quarter? 

Also, is there still room to reduce costs? 

A. In terms of quarter-on-quarter changes, market price decreases were a 

negative factor, while the recovery in production and cost improvements 

were positive factors. The third-quarter cost improvements were achieved 

quite quickly. We may very well see a slower speed of improvement in the 

fourth quarter, but there is still room for improvement. 

 

Q. Sales volume at MDP increased from the previous quarter, but could you 

comment on underlying demand for coking coal? Also, would it be best to 

assume that these operations will continue to produce losses next fiscal year, 

given that they have recorded a loss this fiscal year even though sales 

volumes have been large? Please give us your thoughts on the improvement 

of earnings going forward. 

A. Underlying demand for coking coal remains a little weak, and sales 

prices are flat. Given these conditions, we don’t expect a quick recovery in 

performance. We expect to see benefits to continue to emerge from 

cost-cutting in the fourth quarter, because there is still room to reduce costs. 

However, the full-year forecast for MDP created in October 2012 has not 

been revised, because we don’t expect to see a rapid rebound in demand. 

Another factor is the valuation of asset portfolios other than coking coal at 

the end of the fiscal year. 

 

Q. When you talk about valuations of asset holdings other than coking coal, 

would it be correct to assume that MC may book valuation losses on 

uranium, iron ore and other asset holdings? 

A. We do not disclose information on individual assets. However, as in 

past years, we will review year-end valuations of asset portfolios in 

accordance with accounting rules. This may result in some accounting 

treatment. 
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Q. Could you please explain why your Chilean iron ore operation M.C. 

Inversiones recorded a loss in the third quarter? 

A. The main reasons were lower iron ore prices and a corporate tax rate 

hike in Chile. 

 

Q. Will the corporate tax rate hike in Chile only affect the third quarter? 

A. This company recognized the entire retroactive portion of the impact of 

the higher tax rate in the third quarter. The main reasons for the loss of 0.9 

billion yen in the third quarter at M.C. Inversiones were the aforementioned 

drop in iron ore prices, lower sales volumes and impact of the corporate tax 

rate increase. 

 

Q. In the meat and livestock business, MC recently announced a tender 

offer bid for YONEKYU CORPORATION and it has also formed a joint 

venture with Chinese company COFCO and raised its equity interest in key 

subsidiaries. What group management strategy are you pursuing in this 

business? 

A. MC has worked to build a value chain in the meat and livestock business. 

With YONEKYU, as we didn’t have a shareholding of more than 50%, our 

aim is to raise our shareholding to a level that will enable us to take an 

integrated approach to raising corporate value. This move will expand and 

strengthen the value chain further through capital strengthening.  

 

(3) New Medium-term Management Plan and Corporate 

Reorganization 

Q. You have said in the past that you are proceeding with discussions about 

a new medium-term management plan, which you plan to launch in the 

year ending March 2014. Can you add anything new to your previous 

statements about dividends, shareholder returns and investment approach? 

A. There haven’t been any major developments since our last briefing 

about the new medium-term management plan. To repeat what we said 

previously, because we have made substantial investments under Midterm 

Corporate Strategy 2012, discussions going forward will focus on 

achieving disciplined growth while returning to a normal speed with 
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investments and remaining aware of cash flows. Regarding shareholder 

returns, including dividends, we will make an announcement when the time 

is right after considering the future shape of the company under the new 

medium-term management plan and the investment approach just 

mentioned. 

 

Q. What problems do you see with the current dividend payout ratio-based 

approach to shareholder returns? 

A. MC’s businesses are split between resource and non-resource businesses. 

Resource businesses in particular can see large fluctuations in earnings 

depending on commodity prices. In light of this situation, we are discussing 

the need to rethink dividend stability from the perspective of management 

consistency. We plan to explain concrete details in our new medium-term 

management plan. 

 

Q. What are the reasons for overhauling the business unit (BU) system 

from the fiscal year ending March 2014? How will this corporate 

reorganization change things, including the new medium-term management 

plan? And what sorts of changes can we expect to see? 

A. Up to now, BUs have been the smallest operational unit for management 

in our management framework. From April 1, 2013, BUs will be positioned 

as “segments” under departments as a new organizational system. We have 

around 120 BUs at present, but these will be divided further into just under 

170 BUs and, as before, we will closely monitor their risk-return 

performance. In this sense, the management framework itself will not 

change. However, we will position businesses in terms of industry such as 

products and services as Business Domains. Business Domains will be 

regarded as management units in terms of portfolio management and 

strategy formulation. 

 

This may seem awfully complex, but essentially we will further enhance 

visualization of BU performance as a management framework, and position 

Business Domains as a unit in terms of our portfolio management strategy 

with the view to achieving sustainable growth. And the allocation of 
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business resources will be handled according to Business Domains. 

Consequently, in our recently announced corporate reorganization, 

departments will oversee several BUs and divisions will oversee Business 

Domains. Our desire is to effectively manage organizational systems and 

management systems based on this framework. 

 

Q. Are we to assume that this new structure will make it easier to reshape 

your asset portfolio and achieve other aims than the pre-existing BU 

system? 

A. In terms of the relationship between the Company and business groups, 

Business Domains will be regarded as one unit in discussion on the 

allocation of resources. By splitting BUs more than before, we will create a 

framework that enables us to better see the risk-return profile, so we 

maintain the visualization of BUs. 

 

 


