
Sales revenue and core operating income
In the fiscal year ended March 31, 2020, business conditions 
remained adverse for the Mitsubishi Chemical Holdings (MCHC)  
Group. One key factor was that demand stagnated, particularly 
for semiconductor and automotive applications, amid 
prolonged US–China trade friction. Another was that the 
COVID-19 pandemic in the fourth quarter constrained 
economic activity around the globe.

It was against this backdrop that consolidated sales 
revenue for the term decreased ¥259.8 billion from a year 
earlier, to ¥3,580.5 billion. Core operating income dropped 
¥119.3 billion, to ¥194.8 billion. Operating income declined 
¥150.5 billion, to ¥144.3 billion. This was due mainly to 
impairment charges on non-recurring expenses in the Health 
Care domain. The ratio of core operating income to sales 
revenue was 5.4%, from 8.2% in the previous term.

In keeping with an exchange of all of its shares in LSI 
Medience Corporation, the Group classified the businesses of 
that consolidated subsidiary and its subsidiaries and affiliate as 
discontinued operations. In the fiscal year ended March 31, 
2020, the Group accordingly classified earnings related to those 
businesses as discontinued operations in comparison with the 
previous fiscal year.

Results by segment 
Performance Products segment 
(Functional Products and Performance Chemicals)
Sales revenue decreased ¥73.9 billion, to ¥1,081.6 billion. Core 
operating income was down ¥8.7 billion, to ¥62.6 billion.  

In the Functional Products sub-segment, sales revenue 
declined despite higher sales volumes in environment and 
living solutions. The drop reflected lackluster demand, 
principally in semiconductor and automotive applications and 

lower sales volumes in high-performance engineering plastics 
and other products for advanced moldings and composites.

Sales revenue was down in the Performance Chemicals 
sub-segment. This reflected a downturn in what was a 
favorable market in the first half of the previous fiscal year 
for phenol-polycarbonate chain materials in advanced 
polymers. This situation offset the impact of higher sales 
volumes in the absence of the previous fiscal year’s 
scheduled maintenance and repairs.

Core operating income in this segment declined owing 
to a downturn in the market for phenol-polycarbonate chain 
materials in advanced polymers and lower sales volumes in 
high-performance engineering plastics and other products 
for advanced moldings and composites.

Chemicals segment
(MMA, Petrochemicals and Carbon Products) 
Sales revenue decreased ¥218.8 billion, to ¥1,057.1 billion. Core 
operating income was down ¥97.7 billion, to ¥30.3 billion.

In the MMA sub-segment, sales revenue was down amid 
weaker demand and a downturn in MMA monomer and 
other markets.  

In the Petrochemicals sub-segment, while sales volumes 
increased because of a smaller impact from scheduled 
maintenance and repairs at the ethylene production facility, 
prices declined owing mainly to lower raw materials costs 
and other factors.

In the Carbon Products sub-segment, sales revenue was 
down, reflecting lower coke prices as a result of reduced raw 
material costs as well as because of decreased needle coke 
sales volumes.

Core operating income decreased owing mainly to the 
downturn in MMA monomer and other markets. This was 
despite higher sales volumes stemming from the lower impact 
of the scheduled maintenance and repairs in petrochemicals.

Industrial Gas segment (Industrial Gases)
Sales revenue rose ¥110.5 billion, to ¥843.3 billion. Core 
operating income was up ¥24.7 billion, to ¥88.0 billion.

In Industrial Gases, sales revenue and core operating 
income increased after including the performances of 
European and US businesses acquired in the second half of 
the previous fiscal year.

Health Care segment
(Pharmaceuticals and Life Science)
Sales revenue declined ¥49.5 billion, to ¥413.1 billion. Core 
operating income was down ¥39.2 billion, to ¥14.6 billion.

In Pharmaceuticals, sales revenue and core operating 
income decreased. This was primarily attributable to lower 
royalty revenues and despite higher sales volumes in mainly 
priority products in domestic ethical pharmaceuticals. Some 
royalty revenue from Novartis Pharma AG for Gilenya, a 
treatment agent for multiple sclerosis, has not been 
recognized as sales revenue in accordance with IFRS 15 
Revenue from Contracts with Customers due to the start of 
arbitration proceedings since February 2019. Due to the 
ongoing proceedings, sales revenue has not been recognized 
and decreased in the fiscal year under review.

Others
Sales revenue decreased ¥28.1 billion, to ¥185.4 billion. Core 
operating income rose ¥4.4 billion, to ¥12.3 billion.

Non-recurring items and operating income
In the fiscal year ended March 31, 2020, non-recurring items 
recorded a loss of ¥50.5 billion, representing an increase in loss of 
¥31.2 billion compared to the previous fiscal year. The key factor 
was an impairment loss related to the healthcare business. 

Operating income for the fiscal year under review was 
accordingly ¥144.3 billion, down ¥150.5 billion. 

Financial income/Expenses and income
before taxes
Financial income was ¥7.2 billion, down ¥3.0 billion, owing 
largely to lower interest and dividend income.

Financial expenses were ¥29.5 billion, up ¥9.4 billion from 
a year earlier. This reflected the impact of ¥3.7 billion in 
foreign exchange losses and higher interest expense 
associated with increased interest-bearing debt related to the 
acquisition of businesses for the Industrial Gases segment in 
Europe and the United States. 

Income before taxes thus dropped ¥162.8 billion, to 
¥122.0 billion.

Income taxes and net income
Income taxes in the fiscal year under review was ¥52.3 billion, 
down ¥18.2 billion, owing largely to lower income before taxes.

The effective tax rate after applying tax-effect accounting was 
42.9%, whose difference from the statutory rate was 12.3 points.

As a result of these factors, net income dropped ¥130.1 
billion, to ¥86.6 billion. Net income attributable to owners of 
the parent was ¥54.1 billion, down ¥115.4 billion. 

R&D expenditures
MCHC Group companies maintain independent R&D programs 
and collaborate closely with each other by sharing technology 
and market information, conducting joint research, and 
undertaking and outsourcing R&D. They are also working 
proactively with businesses outside the Group to refine and 
develop technologies. 

The Group has 4,774 R&D employees. R&D expenditures 
totaled ¥133.4 billion in the fiscal year under review.
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Under the medium-term management plan APTSIS 20, the 
MCHC Group has set out the basic policy of “Aim to become a 
corporate group with a high-growth and high-profit business 
structure through the Performance Products, Industrial Materials 
and Health Care domains.” It has also set basic management 
indicators comprising core operating income, ROS (ratio of core 
operating income to sales revenue), net income attributable to 
owners of the parent, ROE (return on equity attributable to 
owners of the parent) and net debt-to-equity ratio. We seek to 
improve corporate value while maintaining an appropriate 
balance between investing in growth businesses, enhancing 
shareholder returns and strengthening our financial position.

The MCHC Group funds working capital and capital 
expenditures largely by drawing on internal reserves, loans and 
bonds. The Group deployed a cash management system to 
employ its funds efficiently and cut financial expenses. Going 
forward, management will pursue Group-wide improvements 
in capital efficiency by consolidating Group fund procurement 
and management functions.

At March 31, 2020, total assets were ¥5,132.1 billion, down 
¥440.4 billion from a year earlier. The decline was despite an 
increase in property, plant and equipment associated with the 
adoption of IFRS 16 Leases, and reflected efforts to constrain 
cash and cash equivalents and a decrease in trade receivables, 
as the previous term ended on a holiday.

Total liabilities were ¥3,681.3 billion, up ¥134.7 billion, 
primarily because of a rise in lease liabilities with the 
adoption of IFRS 16.

Total equity at year-end was ¥1,450.8 billion, down 
¥575.1 billion. Key factors were decreases in non-controlling 
interests and in additional paid-in capital in line with 
Mitsubishi Tanabe Pharma Corporation becoming a wholly 
owned subsidiary and a reduction in foreign currency 
translation differences of overseas subsidiaries. As a result of 
these factors, the ratio of equity attributable to owners of the 
parent was down 1.9 points, to 22.8%. 

The net D/E ratio was up 0.53, to 1.79.
The balance of main account items at March 31, 2020, 

and details of increases and decreases are as follows.

Assets 
Trade receivables
Trade receivables dropped ¥156.6 billion, to ¥698.5 billion.

Inventories 
Inventories decreased ¥16.5 billion, to ¥606.5 billion.

Property, plant and equipment and intangible assets 
Property, plant and equipment and intangible assets increased 
¥700.0 million, to ¥2,252.8 billion.

Liabilities
Interest-bearing debt
Interest-bearing debt was ¥2,388.1 billion, up ¥141.3 billion, 
owing mainly to a ¥100.6 billion increase in lease liabilities on 
the day that the Company adopted IFRS 16. 

Equity
Retained earnings
Retained earnings decreased ¥2.6 billion, to ¥1,071.3 billion. This 
was despite an net increase in net income attributable to owners 
of the parent, and reflected a decrease due to dividend payments.  

Net cash provided by (used in) operating activities
Net cash provided by operating activities in the fiscal year 
ended March 31, 2020 was ¥452.0 billion, up ¥36.4 billion from a 
year earlier, owing mainly to posting of income before taxes and 
depreciation and a decrease in working capital from a drop in 
raw materials costs.

Net cash provided by (used in) investing activities
Net cash used in investing activities was ¥87.6 billion, down 
¥807.5 billion. This was primarily despite ¥236.1 billion in 
acquisitions of property, plant and equipment and intangible 
assets, and reflected the impact of divesting fund investments.

Net cash provided by (used in) financing activities
Net cash used in financing activities was ¥450.5 billion, up ¥969.6 
billion from a year earlier. This was despite borrowings and bonds 
to fund spending of ¥398.1 billion to acquire additional shares in 
Mitsubishi Tanabe Pharma and ¥87.9 billion in expenditures for 
dividend payments, and reflected repayments from free cash flow 
and constraining cash and cash equivalents, resulting in inflows 
from increases in borrowings, bonds, and other interest-bearing 
debt remaining at ¥37.3 billion. 

As a result of these factors, cash and cash equivalents at the 
end of the period were ¥228.2 billion, down ¥93.3 billion from a 
year earlier.

 

Capital expenditures for the fiscal year ended March 31, 2020 
were ¥240.4 billion, up ¥8.7 billion from a year earlier. These 
expenditures were largely applied to the construction of new 

facilities or the expansion and renewal of existing facilities, and 
rationalization investments in other facilities.

Key expansions in the Performance Products segment 
included Mitsubishi Chemical Corporation’s capacity increase 
for polyvinyl alcohol film production facilities and consolidated 
subsidiary Noltex LLC’s boost in capacity for ethylene vinyl 
alcohol copolymer resin. In the Chemicals segment, Japan 
Polypropylene Corporation constructed new production facilities. 

In the Industrial Gases segment, the Group set up new air 
separator facilities in China. In the Health Care segment, Medicago 
Inc. installed vaccine production facilities. 

Sources and funds and liquidity Cash flows

Capital expenditures

Financial position
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