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Q&A at Investor Meeting of Financial Results for the 
 Six Months Ended September 2010 

 
Presentation Date: November 4, 2010 (Thurs.) 16:00 to 17:30 
Presenters:  
Ken Kobayashi: President, Chief Executive Officer 
Ryoichi Ueda:  Senior Executive Vice President, Chief Financial Officer 
Shuma Uchino: Senior Vice President, General Manager, Corporate Accounting 

Department 
Makoto Okawara： General Manager, Investor Relations Department 
 
Q&A: 
 

Q1 MDP has recorded a year-on-year increase in profit of around ¥45 billion for the 
first six months. Can you explain the reasons for this in terms of prices, sales 
volumes, foreign currency exchange and other factors? 

  
A The ¥45 billion profit increase breaks down to an increase of about ¥64 billion 

due to price movements and sales volumes, and a negative effect of around ¥19 
billion due to foreign currency exchange.  

  
Q2 Looking at the first half and second half comparison on page 11 of the 

presentation, "Others" is recorded as approximately -¥55 billion. Would it be 
correct to say the majority of this is due to a forecast for lower income for MDP 
in the second half compared with the first half? Does this mean that MDP's 
earnings could increase if there are no cyclones?  

  
A We are assuming that MDP will account for about two-thirds of the ¥220 billion 

in income forecast for the Metals Group. Please use that as a starting point. This 
portion could increase with favorable weather. 

  
Q3 MDP is expected to see profits of only around ¥50 billion in the second half. 

What is the assumed decrease in production volume underpinning this forecast? 
Why have cyclones been factored into the forecast this year? 

  
A At the beginning of 2008, we experienced a force majeure in the form of bad 

weather that held up shipments for about four months. Our forecast this time 
reflects caution in this regard.  
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Q4 What kind of reaction have you had to explaining Midterm Corporate Strategy 

2012 at bases in Japan and overseas?  
  
A 
 

In each country and region we felt a strong enthusiasm and desire to aggressively 
tackle projects including investments.  

  
Q5 Under Midterm Corporate Strategy 2012 you are targeting a dividend payout 

ratio in the range of 20 to 25%. Are you considering raising the 23% forecast 
dividend payout ratio for this period to 25% if results trend upward?  

  
A We aim to maintain the dividend payout ratio within 20-25% during the three 

years of Midterm Corporate Strategy 2012, while keeping a close eye on the 
progress of our investments.  

  
Q6 The Strategic Regions under Midterm Corporate Strategy 2012 are China, India 

and Brazil. What kinds of domains are presenting themselves as investment 
candidates?  

  
A While we plan to invest between ¥100-200 billion in the Strategic Regions, we 

currently have more than double that amount of potential investment projects. 
Half of these are in China, where we plan to expand and strengthen our existing 
business by investing mainly in domains such as living essentials, chemicals, and 
steel products. In India and Brazil, many of the potential investment projects are 
for infrastructure such as monorails and railways, and coastal improvement 
works. Such regions require MC to provide integration functions, so the ability to 
secure adequate human resources is a priority in moving ahead with these 
projects.  

  
Q7 One theme of Midterm Corporate Strategy 2012 is BU mapping. How is this 

initiative progressing? 
  
A The goal of mapping our business units is to reaffirm the position of the 

respective units amid the current ongoing change in our business structure. By 
clarifying the aspects of each business, including requisite skills, method of risk 
management, positioning of business investees, internal control and IT systems, 
we are preparing a basis for conducting consolidated management.   
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Q8 Midterm Corporate Strategy 2012 targets net DER of 1.0-1.5 times. At present it 

is 1.0 times; can we assume that you will increase leverage to 1.5 times in some 
cases? What is behind your decision to set the upper figure at 1.5 times?  

  
A We mean to indicate our intention to manage net DER to within 1.5 times even if 

the environment becomes difficult.  
  
Q9 It appears that investments are not being made over the entire company. What is 

the planned scale and schedule of investments going forward?  
  
A We are planning to invest between ¥700-800 billion each year. In the first half of 

fiscal 2010 we invested ¥200 billion. Investments for the second half that we are 
fairly certain of making total around ¥300 billion. In spring of 2011, when the 
management plan has had time to gain traction, we plan to step up our investing 
activities. At first when we formulated Midterm Corporate Strategy 2012, on 
talking with each business group we found we had more than ¥2.5 trillion of 
investments in the pipeline for the three years of the plan. We plan to execute 
these steadily going forward.  

  
Q10 In your investments in the metals and energy domain, what is the ratio of 

investments for expanding existing projects versus investments in new 
acquisitions? 

  
A Our plan is to split our investment with half going to expanding existing projects 

and upgrading infrastructure, and the remaining half earmarked for acquiring 
upstream rights, including new acquisitions.  

  
Q11 In your investments in the non-resource field, do you envisage making single 

acquisitions in excess of ¥100 billion? Or are you thinking of accumulating 
smaller investments? If so, would these have an upstream or downstream focus? 

  
A Our investments in the non-resource field are of two kinds: 1) Investments to 

increase our business scale through large acquisitions or extending our value 
chain; and 2) Investment for selection and concentration (for example, 
management integration of intermediary food distributors.) 
Other investment plans include measures to build overseas value chains in the 
Living Essentials Group, investing in countries that produce raw materials 
(upstream) in the Chemicals Group, and improving integration functions in the 
Machinery Group.   



4 

  
Q12 Around how much will you invest in Jack Hills and Donggi-Senoro?  
  
A We plan to invest several hundred billion yen in Jack Hills, including 

infrastructure. We expect this to vary as the feasibility study is still in progress. 
We cannot comment on Donggi-Senoro as we are close to making the final 
investment decision. 

  
Q13 What is the current status of progress on Jack Hills? 
  
A At present we are conducting a feasibility study, the results of which could be 

slightly delayed. It is taking time to ascertain the most basic things like issues 
with shared infrastructure, involvement of the provincial government and so on 
as Australia has had a change of government and there are various national 
state-owned enterprises also involved. We believe we will be ready to make a 
final investment decision during the year ending March 2012.  

  
Q14 Is it fair to say that there will not be any quantitative effects from a significant 

expansion in resources during this period or the next period?  
  
A We expect the Escondida and Los Pelambres projects in South America to take a 

little more time to come online. MDP is undergoing significant expansion, but 
we do not expect any quantitative effects during the period of Midterm Corporate 
Strategy 2012.  

  
Q15 What is your stance on joint investment with the government in public-private 

partnerships such as with JOGMEC?  
  
A We have a partnership with JOGMEC in the Orinoco heavy crude oil project, and 

recently we partnered with the Innovation Network Corporation of Japan to 
acquire a water business in Australia. Our policy is to make such investments if 
cooperation is possible for select projects focusing on the regions of China, 
India, and Brazil, and on the domains of environment, water and new energy. 

  
 




