
Investment and loans and R&D investment increased from the initial planAPTSIS 20 Basic Policy
Medium-Term 
Management Plan

Investment and loans Capital expenditure R&D investment

Growth Efficiency Strengthening 
Foundations

APTSIS 20
FY2020 Targets FY2017 Results

Promotion of integration and synergies in the 
MCHC Group

Realize a highly productive corporate structure 
through cost-cutting and other measures

Accelerate overseas business development and 
advancing well-integrated management Strengthen the financial position

Strengthen portfolio management with awareness 
of earnings Thorough safety and compliance measures

Aiming to remain a high growth/high profit-model company 
through businesses in the Performance Products, Industrial 

Materials and Health Care domains
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In FY2017 some numerical targets were achieved earlier than planned

Attain ROE of more than 10% to improve capital efficiency

Core Operating Income

¥1.5 trillion      ¥1.7 trillion
(Increase of ¥200.0 billion, consisting mainly of investment 

and loans for  Performance Products)

¥700.0 billion      ¥725.0 billion
(Increase of ¥25.0 billion, consisting mainly of investment in 

Performance Products and Health Care)

Performance Products Chemicals Industrial gas Health Care Others

Reinforcement and expansion of 
profit base by strengthening portfolio 
management

Early realization of synergies from 
the integration of the three chemical 
operating companies

Early Commercialization of Seeds of 
Next-generation Businesses

Acceleration of global expansion

 Positioning  each operating company and subsidiary based 
on the indices by business domain

 Optimizing the business portfolio and resource allocations 
with regular monitoring

 Selection and focus of growth businesses and priority 
allocation of resources

 Consideration and acceleration of reconstructing businesses 
equivalent to total sales revenue of ¥300 billion

 Established the new-Mitsubishi Chemical Corporation in 
April 2017 and consolidated operations into 10 business 
domains

 Selected focus markets aiming to achieve synergies of 
the integration of ¥50.0 billion by FY2020 (growth through 
collaboration: ¥35.0 billion + rationalizaition: ¥15.0 billion)

 Established Emerging Technology & Business Development 
Office to promote open innovation

 Create new value through the use of AI and IoT (digital 
transformation)

* Core operating income is calculated as operating income (loss) excluding certain gains and expenses 
attributable to non-recurring factors (losses incurred by business withdrawal and contraction, etc.). 
We disclose core operating income as our unique gains/losses incurred by staged gains/losses, 
considering the comparability with the operating income of J-GAAP.

 Overseas net sales ratio - FY2017 result: 41.6% FY2020 
target: 50%

 MCC established regional headquarters (2017)

Core operating income* ¥380.0billion ¥380.5 billion

ROS
(Core operating income) 8.0% 10.2%

Net income attributable to 
owners of the parent ¥180.0billion ¥211.8 billion

ROE 12.0% 17.8%

Net D/E ratio 0.8 0.89

Investment and loans + Capital expenditure R&D investment
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Long-Term Management 
with an Eye to 30 Years 
into the Future
Striving for the Well-Being of the Whole World

Hitoshi Ochi
Representative Corporate Executive 
Officer, President and CEO

Hitoshi Ochi, the president, here. Our 

FY2017 performance was an all-time 

high of 380.5 billion yen in core operating 

income (24% increase from the previous 

period), 17.8% in ROE, and increase in 

dividends from 20 yen in FY2016 to 32 

yen. This is in part due to more 

favourable market conditions, but 

personally I am convinced that we would 

not have been able to accomplish the 

goal of 380 billion yen, which we put up 

for FY2020 in the medium-term 

management plan, so early if not for the 

closing down of underperforming 

businesses and M&A structural reforms 

that we have been undertaking since the 

founding of the Mitsubishi Chemical 

Holdings Corporation (MCHC) in 2005.

At the same time, in order to become a 

company that does not miss out on the 

accelerating development of technology 

and that can achieve sustainable growth 

despite slow global economic growth, 

we have plenty of challenges to 

overcome and so a record income 

should not make us complacent. Without 

slowing down, we will be doing our very 

best to achieve the income level of 430 

billion yen in core operating income, 

which we have put up for March 2021.

Becoming a Stronger Holding 
Company by Increasing 
Corporate Value in the Mid-to-
Long Term

It has been four years since I became 

president of MCHC, and this April, I 

stepped down from my concurrent post 

as president of Mitsubishi Chemical 

Corporation (MCC) to focus solely on my 

responsibilities at MCHC. I was well 

aware of my tasks as president of MCHC 

on the one hand, thinking about how to 

increase corporate value for the Group 

as a whole over the medium to long 

terms, and as the president of an 

operating company on the other, 

managing day-to-day business. Yet with 

MCC running smoothly now, I decided it 

was time to put that job aside and focus 

on strengthening the functions of MCHC 

as a holding company.

In fact, even though it has only been a 

few months, my time management has 

changed drastically. Previously, I had to 

spend time overseeing daily operations 

as the president of an operating 

company, but right now my time is spent 

on thinking about corporate strategy and 

measures for the medium to long terms. I 

feel like I am one step closer to the ideal 

in terms of increasing the corporate 

value of the Group as a whole.

What we are aiming for is a strong 

holding company. In general, I think the 

role of a holding company is limited to 

creating suitable business portfolios, IR, 

financial affairs, corporate governance, 

and so forth. When MCHC was founded 

in 2005, we were not able to work out a 

strong strategic policy as a holding 

company. Then, up until 2017, we 

implemented a variety of reforms to 

strengthen our profile as a holding 

company, such as selling and closing 

down businesses worth about 600 billion 

yen and bringing in businesses on a 1.45 

trillion yen scale. Our businesses in the 

fields of chemistry, industrial gases, 

pharmaceuticals, and life science 

showed reasonable growth, and we saw 

an increase in core operating income 

from about 130 billion yen in FY2005 to 

about 380 billion yen in FY2017. In April 

2017, we merged three chemical 

operating companies and founded MCC, 

laying the groundwork for the coming 

reforms. In this way, the company’s 

business stage changed, and I think it 

was a time of many changes in the 

respective roles of the holding company 

and the operating companies, which 

happened against a background of 

accelerating digital technological and 

chemical technological development 

around the world.

Specifically, we had previously divided 

up responsibilities so that operating 

companies focused on their own 

strategies for the next 3–7 years while 

the MCHC consolidated those efforts 

and decided on the overall direction. We 

will change this to a properly 

implemented system where the MCHC 

decides on the direction of the Group as 

a whole with an eye to developments 

10–15 years in the future, creating a 

basic strategic framework that becomes 

the basis of the operating companies’ 

strategies for the next 3–7 years. It was 

for this reason that we founded the 

Emerging Technology and Business 

Development Office (ETBDO) in 2017, to 

operate like a think-tank and innovator 

for corporate strategy.
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Realizing that we were at a stage where we must think seriously about the connections between 
our corporate activities and the SDGs*, we decided to really rethink KAITEKI.
We redefined KAITEKI, which is our goal, as “the sustainable well-being of people, 
society and our planet Earth.”
It contains our wish to realize good health and well-being not only in our company or society, 
for all humanity and all over the world.

*Sustainable Development Goals

On to the Third Phase of 
KAITEKI Management

KAITEKI Management aims for 

sustainable growth and has now 

reached its third phase. The starting 

point of KAITEKI Management, its first 

phase, was Project 10/20 that started in 

2006. As part of that project, we kept 

asking ourselves what role we can play 

in the world as a chemical company, 

thinking about where we should be in 10 

years and what the world will be like in 

20 years. We also identified seven 

businesses that contribute to sustainable 

development.

The second phase started around the time 

of the 2008 financial crisis. Back then, we 

thought that “CSR is about realizing 

sustainable development through the core 

businesses.” The Japanese word “kaiteki” 

means “comfortable” in English, but we 

decided to stylize it as “KAITEKI” as a way 

to broaden our perception of the values 

shared by our company and society (CSV : 

Creating Shared Value). Moreover, we 

proposed that KAITEKI Management 

should be implemented along three axes 

(MOE: Management of Economics, MOT: 

Management of Technology, MOS: 

Management of Sustainability) to spread 

awareness about how the company is 

creating value.

And now we have reached the third 

phase. With the UN’s announcement of 

the SDGs in 2015, the scope of issues 

requiring solutions by society was 

expanded from the climate, water, and 

food to areas including poverty, 

discrimination, education, and so forth. 

We had previously been performing 

materiality assessments to get an 

overview of stakeholders and company 

priorities in a matrix format, but realizing 

that we were at a stage where we must 

think seriously about the connections 

between our corporate activities and the 

SDGs, we decided to really rethink 

KAITEKI. We redefined KAITEKI, which is 

our goal, as “the sustainable well-being 

of people, society and our planet Earth.” 

It contains our wish to realize good 

health and well-being not only in our 

company or society, for all humanity and 

all over the world.

Preparing for the Future

Our management is long-term oriented. 

Looking ahead 20–30 years, we founded 

the KAITEKI Institute, Inc. (TKI) in 2009 

to think about what our theme is for the 

next generation (see page 64). We were 

faced with the task of how to utilize the 

long-term perspective of the TKI for our 

short-to-medium term business 

strategies, but as we were strengthening 

the strategic functions of the MCHC, for 

example by establishing the ETBDO, we 

could create a framework in which the 

TKI looks 20–30 years into future, the 

MCHC thinks about ways to innovate in 

the next 5–20 years, and the operating 

companies make plans for the next 3–7 

years.

When it comes to the digital 

transformation (see page 66), we invited 

a CDO (Chief Digital Officer) from outside 

and started thinking broadly about what 

the MCHC Group needs. The team 

consists of inside and outside members, 

and will be working on how to apply 

digital shift from a diverse range of 

perspectives. We have 70–80 themes, 

but will start by developing and 

implementing about 10 trial projects. 

Through the sharing and implementation 

of digital innovation knowledge centering 

on younger employees, we are also 

bringing up new human resources.

Circular economy is another theme that 

is important to the MCHC Group. In 

recent years, we have seen the spread of 

ocean pollution from microplastics and 

other causes, a problem that is 

especially serious along the shores of 

developing countries that lack systems 

for collecting garbage. Recycling and 

reuse activities are not a new thing in the 

industry, but it is our responsibility as a 

material manufacturer as well as a growth 

opportunity to create mechanisms for a 

more substantial recycling society.

Promoting Organizational 
and Individual “Health 
Management”

An important policy that forms part of the 

KAITEKI Management is health 

management (see page 73). We are 

making major improvements to our ability 

to generate income by linking operational 

effectivization and increased productivity 

to health assistance and work-style 

reforms, as well as by enhancing our ability 

to innovate and compete in business.

We have been implementing employee 

awareness surveys in the last few years, 

which has taught us that promoting health 

and improving workplace communication 

can increase individual ability and 

satisfaction as well as vitalize the 

organization and boost creativity. Work-

style reforms across the world tend to 

focus on overtime work. We monitor 

working times as well of course, but we 

also use original KPI, such as indicators for 

energy, health, and work style.

We are also investing in office 

environments and welfare facilities to train 

human resources and improve 

communication. Investments in human 

resources count as expenses in the 

accounts, but I am confident that 

developing human resources by energizing 

communication, improving health, and 

sharing experiences is something that 

definitely will bear fruit.

Safety and Compliance Are the 
Foundation of Everything in 
the Company

Safety and compliance are the 

foundation of everything in the company. 

Overlooking those aspects will threaten 

the company’s very survival. In the area 

of safety, we will definitely not let past 

experiences go to waste, including the 

lessons from the 2007 accident at the 

MCC Kashima Plant. We are working to 

prevent accidents involving old 

equipment by making suitable 

maintenance investments and 

introducing new technologies.

In the area of compliance, we are 

constantly monitoring and adapting to the 

rapid changes taking place across the 

world, including personal information 

protection rules in Europe and 

environmental regulations in China. It is 

not enough for us to think and act by 

ourselves. We must work to understand 

the needs of the times and uphold a 

global standard. We also cannot stop at 

simply upholding it, but must engage with 

it creatively.

Committed to Increasing 
Corporate Value in the Mid-to-
Long Term

The first time I became involved in IR 

activities was in 2008. I was in the 

Corporate Strategy Office and assisted 

the then President Yoshimitsu Kobayashi 

as he called on international investors. I 

received many questions about the low 

profitability of petrochemical and other 

industries as well as about the 

incomprehensibility of the “integrated” 

chemical industry. Nowadays, I get more 

substantial questions about how we can 

survive in this age and how we can 

generate growth organically under the 

current Medium-Term Management Plan. 

Investors appreciate the structural 

reforms that we have conducted as well as 

the stability and improvements we have 

achieved in terms of income, but I also 

feel that they are developing a keener 

interest in ESG and the SDGs. The 

dialogs we have with all our stakeholders 

will continue to be a priority, and it is our 

ambition to repay your trust by 

implementing measures for 

enhancement of medium- to long-term 

corporate value and facilitate corporate 

growth. I hope to have your continued 

support in this.
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Masanobu Itani
Senior Vice President and Portfolio Manager, Total Return Equities Asia Pacific
GIC Pte Ltd

Hitoshi Ochi 
Representative Corporate Executive Officer, President and CEO
Mitsubishi Chemical Holdings Corporation

Responding to broadly diversifying marketing needs through rapid decision-making and 
the formulation/implementation of strategies.

Aiming for continuous portfolio 
transformation and the establishment of 
new business models to achieve sustainable 
growth

1. Results of FY2017

Itani: You have achieved the goals for 

FY2020 ahead of schedule (see pages 17 

and 19), granting that the core operating 

income of ¥380.5 billion for FY2017 was 

attributable to strong market conditions. In 

hindsight, what do you think the 

contributing factors were? 

Ochi: Our understanding is that three main 

factors, namely business structure/ 

organizational reforms, improved market 

conditions and changes in market needs 

worked in our favor in a synergistic fashion. 

The MCHC Group has been implementing 

portfolio transformation for many years to 

build foundations for growth. As a matter of 

fact, our management condition has 

changed since FY2015 (the final year of 

the previous medium-term 

management plan).

Concretely speaking, in the Industrial 

Materials domain, we increased profitability 

thanks to improved and stabilized global 

market conditions, as well as the separation 

of low-profit businesses that we have been 

undertaking. In particular, the MMA 

business, in which the MCHC Group has a 

40% market share worldwide, had 

previously been operated by each of 

multiple Group companies. Today, we have 

established a system in which optimization 

is achieved in the implementation of 

marketing strategies and the operation of 

facilities as one business on a global scale. 

As a result, the MMA business increased its 

profitability significantly in FY2017 on the 

back of favorable market conditions as well.

In addition, in the Performance Products 

domain, which includes films, high-

performance engineering plastics and 

composites, among other products, we 

enhanced profitability by actively 

facilitating globalization and shifting to 

high value-added products to respond to 

market needs. 

We feel that changes in market needs are 

working positively in terms of profitability. 

New social needs are being created 

because it is possible to store and analyze 

a large amount of information as a result of 

scientific and technological progress in a 

variety of areas. We are in an era in which 

markets for different products, rather than a 

market for a particular product, grow 

simultaneously. 

We consider that this situation is a good 

opportunity for the Group, which, as a 

general chemical manufacturer, supplies 

materials to diverse markets including 

those related to mobility and electronics, 

creating a business environment in which 

we can leverage our strengths.

Itani: The petrochemical business, 

especially MMA, has seen strong growth in 

profit, and made a remarkable impact on 

the Group’s profitability. That said, however, 

how do you deal with the risk of market 

deterioration going forward? 

Ochi: In our previous petrochemical 

business, we attached importance to the 

capacity and efficiency of production at 

the upstream stage. What is important 

today, though, is how we should create 

value-added products at the downstream 

stage. The maintenance of the production 

capacity of materials such as ethylene, 

propylene and butadiene at the upstream 

stage depends on the competitiveness of 

products made from the respective 

materials at the downstream stage.  

We had already consolidated naphtha 

cracking facilities during the period of the 

previous medium-term management plan. 

Accordingly, we do not expect profitability 

to fluctuate as significantly as it did before, 

even if market prices decline. We believe 

that MMA is well positioned to cope with 

market fluctuations because it has a 40% 

market share and we have a highly cost 

competitive proprietary production method 

called the New Ethylene Method used in 

the new plant in Saudi Arabia.

2. Measures to achieve targets 
in the current medium-term 
management plan (FY2020)

Itani: If you keep restructuring by 

shrinking capacities, upside potential 

cannot be fully captured if the market 

starts to pick up. However, it appears 

you have been able to enhance the 

earnings through a good mix of 

restructuring and growth investments. 

Given the excellent performance, you 

have increased the target of core 

operating income in the medium-term, 

which was ¥380 billion, by ¥50 billion to 

¥430 billion. What measures are you 

going to take to achieve this target?

Ochi: For one thing, we expect that the 

existing businesses will achieve organic 

growth more strongly than they did 

previously thanks to the effects of the 

integration of the three chemical 

operating companies. Specifically, we 

believe that profitability will be enhanced 

through a faster decision-making 

process resulting from the consolidation 

of business units and the optimization of 

existing products/services. To facilitate 
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In addition to facilitating growth acceleration through M&As, we will make growth investments for the 
utilization of digital technologies and collaboration with start-ups, among other objectives, with an eye on 
the development of next-generation businesses and the improvement of the efficiency in core business 
such as manufacturing technologies, research and development, and human resource development. 

orchestration between the companies 

affiliated with MCHC, we have 

established a system in which the 

Industrial Gas and Performance Products 

domains can be operated collaboratively 

to capture business opportunities in as 

many areas as possible for when the 

market for semiconductor businesses is 

vitalized in, for example, China, among 

other countries.

Meanwhile, with respect to the 

development of overseas businesses, we 

aim to cultivate markets on an area-by-

area basis. 

This involves the establishment of 

regional headquarters (RHQ) and the 

implementation of M&As as important 

measures. Our RHQ, or organizations in 

which marketing and human resources 

functions are integrated to address the 

needs of the respective markets such as 

Europe, the United States and Asia, are 

functioning effectively to make decisions 

and implement strategies rapidly and 

also apply such strategies to one another 

among markets. In addition, from the 

perspective of responses to diversifying 

market needs that I touched on at the 

beginning, it is becoming more important 

strategically to ensure that different 

businesses, for example, those for 

high-performance engineering plastics 

and carbon fibers, are connected to each 

other to address customer needs.

Moreover, we implement measures for 

streamlining operation and improving 

production efficiency to achieve cost 

savings of around ¥15 billion each year.

We are aiming to hit the new target of 

¥430 billion through these measures.

Itani: You expect to achieve your 

additional medium-term management 

target of ¥50 billion through the 

orchestration, growth and streamlining of 

the three chemical operating companies. 

What is the progress of these measures?

Ochi: Of ¥50 billion, approximately ¥20 

billion is within reach in monetary terms.  

With regard to portfolio transformation, 

we have almost completed the process of 

classifying businesses into core or non-

core businesses. ROIC targets have been 

established in each domain, and they are 

being monitored. In addition, the operating 

companies are in the process of reducing 

the number of affiliate companies by 25%, 

from the original 750 to 760.

3. Domains for which 
investments are made for 
growth and research and 
development

Itani: In terms of your investment plan for 

the period of the medium-term 

management plan, you have increased 

the upper limits for investments and 

loans and capital expenditures by ¥200 

billion compared to the initial plan, to ¥1.7 

trillion, while at the same time increasing 

research and development expenses by 

¥25 billion from the initially planned ¥700 

billion. How do you allocate growth 

investments going forward? For example, 

as shown in the term “orchestration” that 

you have been using so far, you are 

successfully developing new business 

domains by connecting different product 

lines appropriately. From this perspective, 

how do you make the most of M&As 

going forward?

Ochi: We aim to accelerate growth 

investments mainly in the Performance 

Products domain. When Mitsubishi 

Chemical Corporation was established in 

2017, we integrated the business units 

into 10 through restructuring. Still, we 

think it is difficult to achieve growth solely 

with the existing businesses. Accordingly, 

we will adopt M&As actively to acquire 

new markets and technologies. In the 

Healthcare domain, M&As can be used 

as means of adding new functions from 

the perspective of developing the 

healthcare business as a whole, not to 

mention the pharmaceutical business in 

which we have been accumulating 

expertise.

Incidentally, the acquisition of the European 

business (acquisition price: 5.0 billion euro/

approx. ¥643.8 billion, stock transfer 

scheduled for November 2018) by the 

Industrial Gas business (Taiyo Nippon 

Sanso Corporation), which was announced 

on July 5, 2018, was a project that 

exceeded the initially expected limit. Even 

so, by acquiring a highly profitable business 

that enjoys a certain market share in 

Europe, an untapped market for our 

industrial gas business, we will move 

forward with the efforts to globalize our 

industrial gas business and increase 

profitability through the expansion of 

marketing functions, among other 

measures.

We also expect that synergies will be 

created through acquisitions in other 

businesses of MCHC besides the industrial 

gas business, such as initiatives for 

increasing sales of semiconductor-related 

products in the Performance Products 

domain by utilizing the sales channels of 

special gases and other resources.

Itani: In conjunction with the healthcare 

business, globally speaking, more chemical 

companies appear to be separating their 

pharmaceutical businesses. Considering 

these trends, I think you are taking a rather 

unique approach because you are 

developing a healthcare business centered 

around the pharmaceutical business.

Ochi: The MCHC Group’s pharmaceutical 

business will address unmet medical needs 

with a focus on the central nervous and 

autoimmune systems, which are, in a 

sense, special disease areas. These areas 

will continue to be important from a 

business perspective going forward. 

Moreover, considering a range of health-

related challenges including employees’ 

workstyles, in addition to those related to 

the aging population and social welfare, we 

should enhance services for the prevention 

of diseases and the maintenance of health 

as well as those associated with the 

treatment of any diseases that develop. In 

the long term, we hope to create a health 

system that connects pharmaceuticals, 

medical fronts, individuals and the 

organizations in which they work.

Itani: So, based on this concept, you have 

positioned healthcare solutions as a next-

generation business. We have heard that 

you recently commenced an exploratory 

clinical test for Muse cells that are used in 

regenerative medicine.

Ochi: Regenerative medicine is an area in 

which we will facilitate research and 

development going forward. At this point in 

time, we aim to launch Muse cells, on which 

the Life Science Institute is working, onto 

the market in 2021 (see pages 15 and 16). 

In addition, with respect to the Performance 

Products domain, materials used in medical 

fronts fall under the category of future 

growth areas. We will promote medical 

materials such as capsules for 

pharmaceuticals, transfusion bags and 

high-performance engineering plastics for 

artificial joints, among other items.

Itani: On the other hand, you are working 

to achieve growth investment through 

measures such as the utilization of digital 

technologies and alliances with start-up 

companies. How do you leverage these 

approaches?

Ochi: This area is led by the newly 

established Emerging Technology and 

Business Development Office, which has 

two main missions: playing the role as an 

accelerator for the development of next-

generation businesses and streamlining 

corporate platforms for production 

technologies, research and development 

and human resources development. The 

utilization of digital technologies is actually a 

step that will lead to health management. 

We will be able to secure the safety of 

workers on the factory floor, reduce routine 

work such as monthly analyses, and 

improve workers’ productivity. From the 

aspect of human resources development, 

we are considering the establishment of 

communication systems and knowledge-

sharing systems. We consider these 

measures to be investments for the future, 

ensuring that the MCHC Group can 

establish new business models to sustain 

growth with society under the KAITEKI 

vision from a long-term perspective. 

4. Shareholder returns

Itani: Lastly, I would like to ask you about 

shareholder returns. Could you tell us 

about the future outlook for shareholder 

returns, including the purpose of the 

acquisition of treasury stock of 

approximately ¥20 billion that you 

implemented in May and June 2018?

Ochi: In conjunction with returns to 

shareholders, our basic stance is to pay 

dividends stably while aiming for a 

consolidated payout ratio of 30% on a 

medium-term basis, factoring in an 

appropriate balance between investment 

for growth and efforts to improve the 

financial position.

We continued to achieve favorable 

financial results in FY2016 and 2017. 

However, we must calmly ascertain the 

extent to which profitability increased as 

a result of the actual growth of 

businesses because such results were 

partly due to the impacts from a 

temporary decline in tax expenses, as 

well as the market prices of certain 

products including MMA that remained 

at such high levels that we had not seen 

over the past years. Taking these factors 

comprehensively into account, we have 

decided to increase the dividend per 

share for FY2017 by ¥12, to ¥32. In 

addition, we carried out the acquisition of 

treasury stock amounting to ¥20 billion. 

Through measures such as these, we are 

striving to enhance shareholder returns.
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Progress of the Medium-Term Management Plan, APTSIS 20 
(results of FY2017 and forecasts of FY2018)

Progress of financial strategies in APTSIS 20

Changes in Consolidated Performance
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Driving growth investments 
by continuously transforming 

portfolios and improving 
capital efficiency

Hidefumi Date
Managing Corporate Executive Officer and

Chief Financial Officer

FY2017 results

In FY2017, sales continued to increase overall, especially in the 

Performance Products domain, while market prices remained 

strong in general for petrochemicals such as MMA in the 

Industrial Materials domain. In this largely favorable business 

environment, revenue increased by ¥348.3 billion year on year, to 

¥3,724.4 billion, and core operating income rose by ¥73.0 billion 

year on year, to ¥380.5 billion, surpassing the previous record 

highs. ROS came to 10.2%. Net profit attributable to owners of the 

parent rose significantly by ¥55.5 billion year on year, to ¥211.8 

billion, reflecting decreased tax expenses attributable mainly to the 

reversal of deferred tax liabilities resulting from the reduction of the 

U.S. federal corporate tax rate. 

With respect to the key performance indicators of APTSIS 20, ROE 

stood at 17.8%, up 2.7% year on year, the net D/E ratio was 0.89 

times, or improved 0.17 year on year, and the ratio of equity 

attributable to owners of the parent came to 27.4%, or up 2.9% 

year on year, all showing improvements compared to the previous 

year. On the cash flow side, despite capital expenditures amounting 

to ¥228.3 billion, which surpassed depreciation by ¥49.4 billion, and 

investments amounting to ¥150.2 billion, we secured free cash flow 

of ¥71.3 billion in real terms, thereby keeping net interest-bearing 

debt at almost the same level as the previous year.

FY2018 forecasts

As we announced at the beginning of this period, for FY2018, 

revenue, core operating income and net profit attributable to 

owners of the parent are expected to be ¥3,930.0 billion, or up 

¥205.6 billion year on year, ¥355.0 billion, or down ¥25.5 billion 

year on year, and ¥184.0 billion, or down ¥27.8 billion year on year, 

respectively. Margins are expected to decline in the Industrial 

Materials and Performance Products domains due to rising prices 

of raw materials for some products, while the Health Care domain 

faces the impact of NHI drug price revisions and an increase in 

research and development expenses. Accordingly, we will 

continue to work on measures to expand sales and reduce 

costs. In addition, by controlling working capital, we will ensure 

that net cash provided by operating activities remains at the 

same level as FY2017.

In terms of key performance indicators for FY2018, our initial 

expectations are ROS of 9.0%, ROE of 13.5% and net D/E ratio of 

slightly less than 0.8 times, all surpassing the goals set out in the 

Medium-Term Management Plan.

*1. To obtain a clear picture of ordinarily generated operating income/loss, “core operating income” is presented by excluding expenses associated with structural reforms and income/loss 
attributable to losses from extraordinary factors such as disasters. Core operating income is used as an indicator for external explanations and business management.

*2, 3. Figures pertaining to non-continuing businesses are excluded in IFRS-based FY2015 results and FY2016.

Moving into the accomplishment stage of a stable 
and robust financial base 

In the APTSIS 20 medium-term management plan for the period 

from FY2016 to FY2020, we have established ROE of 12%, core 

operating income of ¥380.0 billion and net profit attributable to 

owners of the parent of ¥180.0 billion as the main goals in 

FY2020. Even so, we are seeking to achieve ROE of at least 10% 

continuously in the fiscal years before FY2020 as well.

Not only by investing in and developing the Performance Products 

and Health Care domains, both of which contribute high growth and 

profitability, but also by demonstrating business synergies through 

the integration of three chemical operating companies and 

improving operational efficiency by means of workstyle reforms, we 

will raise profitability and meet the goals laid out in APTSIS 20, while 

at the same time taking into account the possibility of achieving the 

core operating income of ¥430.0 billion. We will use cash earned 

from operations to make investments for sustainable growth going 

forward, improve the financial base and pay appropriate and stable 

shareholder returns in a well-balanced fashion.

Under APTSIS 20, we are in a position to generate cash that is 

expected to exceed the initial plan by more than ¥200 billion as a 

result of improved performance and financial structure reforms such 

as the improvement of asset efficiency. Factoring in improved cash 

generating ability, we have decided to inject ¥200 billion in addition 

to the initially projected amount for capital expenditure and M&A-

based growth investments, mainly with respect to performance 

products, and spend approximately ¥1,700 billion in five years. 

Furthermore, with regard to investments in research and 

development, we have decided to inject approximately ¥25 billion in 

addition to the initially expected amount, mainly into performance and 

health care products, and accelerate their growth. On the other hand, 

we have managed to meet the initially established goals of 30% for the 

ratio of equity attributable to owners of the parent and 0.8 times for the 

net D/E ratio, which are the specific goals for the improvement of 

financial position.

That being said, the acquisition of the European industrial gas 

business announced in July 2018 (share transfer is expected to 

take effect in November 2018) has turned out to be an investment 

that has exceeded the initially projected level.

We are expecting that financial indicators will be affected 

temporarily due to this investment. That said, we will continue to 

achieve further growth and improve profitability while seeking to 

create a stable and robust financial base and work to achieve the 

goals as soon as possible.  

Strengthening portfolio management

To implement the medium-term management plan effectively, we 

have clarified the business relationship between MCHC and the 

operating companies by defining the role of the former as 

management and the latter as execution, respectively, and have 

delegated a large amount of authority to the operating companies 

so that management is undertaken more rapidly.

MCHC is responsible for the preparation and management of 

business strategies and medium- to long-term plans, and based on 

them, it decides how resources should best be allocated. To 

allocate resources as appropriately as possible, we are seeking to 

strengthen portfolio management by reclassifying operating and 

affiliated companies into four types: next-generation businesses, 

growth businesses, cash-generating businesses and businesses to 

be restructured on the four-quadrant matrix, based on domain-

specific indicators, with a focus on management indicators that 

match the respective business domains such as growth rate, ROS 

and ROIC. Any low-profit business, not to mention unprofitable 

business, is obviously subject to review if its ROIC falls below the 

weighted average capital cost (WACC). We conduct reviews 

constantly, taking into consideration not only numerical aspects but 

also our technological advantages and verify business model as 

well. So far, total revenue stands at approximately ¥300 billion for 

businesses to be restructured that are under review, factoring in a 

range of possibilities ranging from alliances with other companies to 

withdrawal.

We perform numerical checks and evaluations biannually with 

regard to the progress of action and investment plans under the 

medium-term management plan, as well as management 

indicators. Any unachieved targets will result in a review of the 

portfolio and resource allocation after holding discussions on the 

necessity of concrete measures including structural reforms.

As a result of these initiatives, the domain-specific ROIC for FY2017 

stood at 8.5% for the Performance Products domain, 9.7% for  
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Larry Meixner
Managing Corporate Executive Officer

Chief Innovation Officer

Creating new innovation platforms with a global perspective to expand MCHC 
beyond the trajectory of our current businesses

Emerging Technology and Business Development Office

New Growth Platforms

CIO
Chief Innovation Officer

Current Businesses and Capabilities

 Digital Transformation

 Corporate Venture Activity

 Group-wide Innovation 
Strategy

 Emerging Business 
Ecosystems

 New Business Models

CDO
Chief Digital Officer

CTO
Chief Technology Officer

CMO
Chief Marketing Officer

One year ago, the Emerging Technology and Business 

Development Office (ETBDO) was established to expand the 

innovation strength of MCHC Group. Recognizing that each 

Operating Company must focus on its own growth, we add 

value to the overall Group portfolio in three main ways. First, 

we develop new opportunities for expansion beyond the 

trajectory of our current businesses. Second, we introduce 

new platform capabilities that enhance growth across multiple 

business units. Third, we ensure MCHC Group maintains a 

global focus by promoting new technologies, business models, 

and methods from beyond Japan.

Our digital transformation strategy rests on two key elements.  

Initial efforts focus on improving operational excellence across 

MCHC Group, deploying advanced digital technologies to 

leverage the wealth of data resident in our Operating 

Companies. We are already generating positive results in 

diverse areas, including knowledge inheritance, prediction of 

process anomalies, and quality control. Building on these initial 

successes, we will develop new business models to transform 

our current businesses for the digital age.

To increase our exposure to the global flow of ideas, we 

launched a new Corporate Venture Capital fund and U.S. 

subsidiary, Diamond Edge Ventures, Inc. Our new U.S. office 

and experienced Silicon Valley-based team will drive 

collaboration with and investment in select startup companies.  

This will provide an essential element of business strategy to 

complement our existing R&D and M&A activities. We aim 

primarily to exploit disruptive innovation to create new growth 

pillars for MCHC Group, but the insights gained will also 

support the efforts of our Group Companies to expand their 

business.  With the autonomy and agility to move “at startup 

speed”, we are creating a new platform capability for MCHC 

Group.

We are also taking a market-focused approach, probing new 

ecosystems that emerge from societal and technological 

shifts. All our efforts reflect strong collaborations with business 

planning, R&D, and operating teams throughout MCHC Group.

Beyond MCHC Group, I am honored to serve as the first-ever 

foreign Executive Committee Member of the Council on 

Competitiveness Nippon (COCN). I also direct MCHC’s 

participation as an early-stage partner of the World Economic 

Forum Center for the Fourth Industrial Revolution. Through 

such interactions, we continually broaden our horizons and 

drive innovation across MCHC Group.

*1. Average annual growth forecast from 2016 to 2020 by IMF   *2. Calculated by excluding cash and deposits

Indicators Actual figures for 
FY2017
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11.3%
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8.5%
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Basic policy on shareholder returns
We aim to improve shareholder value by enhancing corporate value. In 

conjunction with shareholder returns, we aim to achieve a 

consolidated dividend payout ratio of 30% as the medium-term level, 

while at the same time maintaining an appropriate balance between 

investments in growth businesses and efforts to strengthen the 

financial position. We also implement dividend payments in 

consideration of stability. With respect to dividends per share for 

FY2017, we paid an interim dividend of ¥15 and a year-end dividend of 

¥17, or a full-year dividend of ¥32 (up ¥12 year on year). For FY2018, 

we plan to pay ¥17 for the interim and year-end dividends per share, 

respectively, which comes to ¥34 for the full year (up ¥2 year on year), 

although we expect a decrease in profit year on year.

As we announced on May 10, 2018, we acquired treasury stock 

amounting to ¥20 billion in total during the acquisition period that 

ended on June 1 to implement flexible capital policies in response to 

changes in the business environment. While we consider dividend 

payments to be the basic concept of shareholder returns, we 

implemented shareholder returns by taking advantage of the 

temporary decline in tax expenses in both FY2016 and FY2017.

 Aiming to improve shareholder value by enhancing corporate value
 A dividend policy in consideration of maintaining a balance between 
growth investments and efforts to improve the financial structure 
Aiming for a consolidated dividend payout ratio of 30% on a medium-term basis
Implementation of stable dividend payments

the Industrial Materials domain and 9.8% for the Health Care 

domain, exceeding the established capital efficiency indicators of 

8%, 5% and 8% for the Performance Products domain, Industrial 

Materials domain and Health Care domain, respectively.

Improving capital efficiency not only in Japan but also 
on a global basis

We established a tri-polar system including Japan and the United 

States by introducing the Cash Management System (CMS) in 

Europe. The system contributed to the improvement of cash 

efficiency by ¥12.6 billion during the two-year period that ended in 

FY2017. Moving into FY2018, we have already launched the CMS 

for the U.S. dollar in Asia. By FY2020, we will establish a system in 

which multiple Asian currencies are centrally managed, and aim to 

improve efficiency through globally centralized management in the 

four regions including Asia and further strengthen the governance 

of the Group including overseas subsidiaries, utilizing the CMS.

In addition, we are working to reduce Cash Conversion Cycles 

(CCC) with the goal of a 10% reduction, or from approximately 99 

days to approximately 89 days compared to FY2016, by the final 

year of the medium-term management plan. In FY2017, we were 

able to improve the cycle by 1.5% on a year-on-year comparison, 

excluding the impacts of periodic turn around and the increased 

costs of raw materials and products. We are also working to sell 

off assets with less necessity of holding by periodically examining 

the rationale for such holdings, and striving to further improve 

capital efficiency.
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Aims of Establishment 
of Mitsubishi 
Chemical and Effects 
of Integration

Masayuki Waga 
Representative Director, 
President and CEO, 
Mitsubishi Chemical Corporation

1
Safe and stable operations
Mechanization of dangerous work and 
reduction of workload through the utilization 
of AI, IoT, robotics, etc.

2
Enhanced profitability
Insistence of every single employee on 
profitability as source of corporate vitality

3
Aiming for a truly global company
Promotion of two-way globalization to 
strengthen the MCC Group's unity

4

Sales reforms
Centralization of sales information from 
across business departments and 
building multi-faceted relationships with 
customers encompassing all levels including 
management

Priority initiatives to enhance 
corporate value

Yoshihiro Ikegawa
Managing Corporate Executive Officer 

Chief Sustainability Officer

With a focus on pursuit of sustainability, we will maximize 
KAITEKI value and aim for sustainable corporate growth

*1 Where necessary *2 Governance issues are mainly addressed by committees such as 
the Nominating Committee. *3 Determination of the direction of technologies, etc.

Each division (each office)/operating company

Board of Directors
Reporting

Proposal of priority
matters for deliberation*1

MCHC

The MCHC Group’s value creation approach structure

ESG*2

Innovation*3

Health management

Enhancement of 
corporate value from a 

non-financial perspective

Bottom line
Capital efficiency

Portfolio management

Enhancement of 
corporate value from a 
financial perspective

Corporate Executive 
Officers Committee

ReportingConsultation

KAITEKI Promotion Committee

Corporate Executive Officer, 
President and CEO

Environmental and social issues have been widely recognized in 

recent years. With developments of such as the adoption of the 

UN Sustainable Development Goals (SDGs) and the entry into 

force of the Paris Agreement, the goal to solve global agendas 

together cohesively in the entire earth has come to be shared, 

and there has been growing demand for corporate stance and 

corporate activities to address these issues. Since 2007, the 

MCHC Group has adopted the concept of KAITEKI and defined 

its corporate value (KAITEKI value) as to continue to provide 

solutions for the issues of future society. Furthermore, the group 

aims to realize the sustainable well-being of people, society, and 

our planet Earth through its corporate activities. This forward-

looking approach is consistent with the movement of the 

international communities as described above and we are 

committed to further developing Management of Sustainability 

(MOS) to maximize KAITEKI value.

The MCHC Group has established MOS Indices to steadily 

promote initiatives aimed at improving sustainability. For example, 

we have adopted goals such as the reduction of environmental 

impact, promotion of energy conservation, promotion of 

renewable energy use, and expansion of product lines 

contributing to reduction of GHG emissions as MOS Indices to 

address environmental issues, and we will continue to work on 

achieving these goals. Meanwhile, we will tackle issues related to 

the company and its organizational structure to earn greater trust 

from society. We will maintain stable production and stable 

supply by preventing accidents and injuries, and we will also 

strengthen engagement through communication, enabling us to 

work with our business partners to solve various issues (see 

pages 69 to 72).

In addition, the MCHC Group considers “people” to be both the 

driving force for sustainable growth of society and companies 

and one of its most important management resources, and we 

have launched KAITEKI Health and Productivity Management 

(see pages 73 and 74).

In FY2017, we were highly recognized for our efforts, including 

being selected as a member of the global Dow Jones 

Sustainability World Index and as one of the excellent companies 

in the Nikkei Smart Work Management Survey. I believe these 

evaluations reflect public understanding of the fact that our 

initiatives over the past 10 years and the fruits of our efforts are 

indispensable to a society which is facing a myriad of issues.

The MCHC Group recently reorganized its philosophy system 

including its mission to further strengthen the KAITEKI approach 

both in Japan and on a global level (see page 10). We also began 

examining formulating a medium-to long-term vision for 2050, with 

contribution to the sustainability for people, society and our planet 

Earth as the central theme. This medium- to long-term vision will 

clarify our 2030 sustainability targets and indices, and we plan to 

reflect these in our next medium-term management plan and 

subsequent medium-term management plans.

Moving forward, we will continue orchestrating with our 

stakeholders to accelerate the cycle for enhancing corporate 

value (see pages 9 and 10, The MCHC Group's Value Creation 

Approach) and make steady progress towards the realization of 

KAITEKI.

Mitsubishi Chemical Corporation (MCC) 

was formed in April 2017 through the 

integration of the former Mitsubishi 

Chemical, Mitsubishi Plastics and 

Mitsubishi Rayon. The decision to integrate 

the companies was based on the 

judgment that, with new science and 

technology such as AI, IoT, robotics and 

regenerative medicine developing at a 

dizzying pace, and with society undergoing 

dramatic changes, it is necessary to build 

a framework to maximize the three 

companies’ management resources and 

quickly adapt to these changes. I became 

the president in April 2018, as MCC 

entered its second year, and when I reflect 

on the newly formed MCC, I feel that, as a 

result of the integration of the three 

companies with their diverse human 

resources, technologies and business 

flows, the range of options we are now 

able to offer to customers is much broader. 

At the same time, the removal of corporate 

barriers has made it possible for different 

departments to share information about 

interconnected business partners and 

markets, while it has also been beneficial in 

terms of assessing the direction for 

research and development. Meanwhile, in 

its overseas operations, MCC established 

regional headquarters in the United 

States, Europe, China, and the Asia 

Pacific and focused on strengthening its 

overseas business base, including its 

marketing capabilities in each region.  

I intend to make full use of the wide range 

of technologies, business partners, market 

information and other resources gained 

through the integration of the three 

companies and to ensure that MCC 

achieves sustainable growth as an 

integrated chemical company which 

provides materials to meet customers’ 

diverse needs. It goes without saying that 

we will focus first and foremost on safe and 

stable operations, and it is also essential to 

strengthen our sales capabilities. Based on 

the notion that “customers have answers,” 

we will deal strategically with our 

customers, building multi-faceted 

relationships encompassing all levels 

including management and sharing sales 

information across business departments. 

As a company, it is only natural for us to 

endeavor to improve profitability and we 

have set ROS (ratio of core operating 

income to revenue) and ROIC (return on 

invested capital) as performance 

indicators. However, in my view, the 

important question is whether the world 

considers our products necessary and 

whether we deliver a level of craftsmanship 

only we can deliver. We will, therefore, 

judge continuity of businesses based not 

only on economic viability but also on its 

contribution to the world and technology. 

I believe that this approach is in keeping 

with the KAITEKI Management practiced 

by the MCHC Group to which MCC 

belongs and is also along the same lines 

as the SDGs and ESG activities companies 

are currently required to undertake. On top 

of this, true globalization is also a must. 

Many Japanese companies have aimed to 

become global companies in the past, but 

it seems to me that this has been nothing 

more than a one-way process whereby 

Japanese companies or Japanese people 

learn about foreign languages, cultures 

and business. In addition to this aspect of 

globalization, I would like to give the MCC 

Group employees who work overseas the 

opportunity to learn Japanese and 

experience life in Japan, thereby promoting 

two-way globalization and strengthening 

the MCC Group's unity.  

The MCHC Group consists of operating 

companies that operate in diverse fields 

ranging from industrial gas to 

pharmaceuticals and life sciences. MCC 

will also actively focus on creating 

synergies through orchestration with these 

Group companies and contribute to 

enhancing the corporate value of the 

MCHC Group. 
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