0

1

I am going to present our financial results for the 1st Half of the Fiscal Year 2016.
Our 1st Half net sales were 864.9 billion yen, down by 19% from the same period
of the previous year.
Operating loss was 31.6 billion yen.
Ordinary loss was 28.2 billion yen, and quarterly net loss attributable to owners of
the Parent was 219.6 billion yen.
We also posted an extraordinary loss of 166.2 billion yen in the 1st Half in relation
to the improper conduct in fuel economy testing.
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Our global sales volume was 436,000 units, down by 16% from the same period of the
previous year.
In Japan, sales volume was 29,000 units, a decrease of 17,000 units year-on-year, due
to the fuel economy testing issue.
In North America, where sales of models like the Outlander increased but those of the
Mirage decreased, regional sales volume was on a par with the same period of the
previous year at 69,000 units.
Regional sales volume in Europe was 90,000 units, a decrease of 14,000 units year-onyear, due to sluggish sales in the Russian market amid a prolonged economic slump,
inventory shortage of the ASX in West Europe and reduced sales volume of the
Outlander PHEV in the Netherlands and other markets.
Moving on to Asia, the total regional sales volume was 140,000 units, a decrease of
12,000 units year-on-year.
In ASEAN, strong sales of the Pajero Sport and active sales measures in the Philippines
and in Thailand helped increase sales volume on the one hand, but on the other hand,
sales of light commercial vehicles decreased in Indonesia due to weak resource prices.
As a result, sales volume was 98,000 units, a decrease of 1,000 units year-on-year.
In North Asia, sales volume was 42,000 units, a decrease of 11,000 units year-on-year,
as we have lost competitiveness in China with fewer new products.
In the other regions, sales significantly decreased particularly in the Middle East and in
Latin America due to weak market conditions caused by low crude oil prices. As a result,
sales volume was 108,000 units, a decrease of 42,000 units year-on-year.
As you see, our global sales volume was below the level of the same period of the
previous year due to the significant volume decrease caused by the fuel economy
testing issue in Japan and low oil prices in the Middle East and in Latin America.
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This is an analysis of change in operating income. We have posted an operating
loss of 31.6 billion yen, down by 90 billion yen from the same period of the
previous year.
In the volume and model mix, operating income decreased by 12.8 billion yen in
Japan due to the fuel economy testing issue.
By contrast, it increased in North America by 4 billion yen, thanks to increased
sales volume of the Outlander.
In Europe, it also increased by 3.3 billion yen despite lower sales volume, with
the help of specification change and selling price adjustment to cope with the
worsening exchange rate.
In Asia, operating income increased in ASEAN but it decreased by 2.9 billion yen
for the entire region due to lower sales volume in North Asia.
If you look at our normal operations excluding the effect of exchange rates and
the costs on quality measures in market, we have secured an operating income
of 55 billion yen, which is almost the same level as the previous year.
As for the exchange rates, we benefited from a favorable exchange rate against
the Thai Baht, which is the currency of the country where we have the biggest
production site outside Japan. However, the global trend of strong yen caused
our operating income to decrease by 33.9 billion yen.
The costs on quality measures in market pushed down operating income by 52.7
billion yen as we estimated as much cost as possible for the measures related to
Takata airbags and for potential quality measures. As a result, we have posted an
operating loss of 31.6 billion yen.
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I am going to explain the details of extraordinary loss and corporate taxes.
For the 1st Half of the Fiscal Year 2016, we have posted an extraordinary loss of
167.1 billion yen. Majority of this loss is related to the fuel consumption tests. Of
that part of the loss, impairment loss at Mizushima Plant was estimated at 10
billion yen in our previous financial results for the 1st Quarter. However, we
revised the Plant’s profit outlook and have posted an additional 15.5 billion yen
this time.
We have also posted a provision of 12.6 billion yen for corporate taxes in the
previous years.We have posted this provision as it was revealed in the 2nd
Quarter that there was a difference in opinion between the company and
overseas authorities concerning transfer prices.
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I am going to explain the overview of our balance sheet.
In the 1st Half of the Fiscal Year 2016, we allocated our cash on hand for
compensating our customers and suppliers with regard to the fuel economy
testing issue, and this caused our cash and deposits to decrease by 109.8 billion
yen from the end of the previous fiscal year. However, we secured 343.6 billion
yen as of the end of the 2nd Quarter and have maintained the level of equity ratio
around 35%.
We will continuously allocate our cash on hand to various payouts related to the
fuel economy testing issue.
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I am going to explain about the 23 preventative measures related to the fuel
economy testing issue and the 8 additional measures.
This is the current progress of the 23 preventative measures we reported to the
Ministry of Land, Infrastructure, Transport and Tourism on June 17: 7 measures
have been fully implemented; 9 measures are ready for implementation; and 7
measures are being considered.
We will keep implementing these preventative measures in an effort to rectify this
issue soon.
It was pointed out by the MLIT that: in the re-measurement of fuel economy
values after the revelation of a series of improper conducts, the Company still
improperly handled the data against the purpose of the method to measure
running resistance; and that: there was a lack of awareness of compliance in the
field of measurement and a lack of checking by the top management. In response
to this feedback, we put together additional 8 preventative measures and
reported them to the MLIT on September 30.
We at Mitsubishi Motors will steadily execute these 31 preventative measures
and will work on a company-wide structural reform on a mid- to long-term basis in
the fields of organization, system, culture and technology for the development of
the Company.
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I am going to explain the current situation of production and sales in Japan.
This graph shows the actual mini car production volume from July to September,
and our plan is to produce about 10,000 units each in October and November.
Taking the year-end sales season and model year switches into account, we are
planning to resume two-shift mini car production at Mizushima Plant, which is the
shift we had prior to the fuel economy testing issue, starting on November 28. We
are also considering a further increase in production volume.
Sales volume of registered vehicles and mini cars combined in October is
forecasted at 104% of the same month of the previous year, which, if achieved,
will be the first time since February this year that it has exceeded the level of the
same month of the previous year.
Also, orders for both registered vehicles and mini cars have been shifting above
the level of the previous year, indicating that we are on a path to recovery.
Although we are still in a tough situation, each one of us at Mitsubishi Motors
Corporation will make a sincere and concerted effort so the company can take
steady steps towards regaining trust.
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I am going to introduce a new initiative in our domestic market.
On October 8, we opened a new-generation showroom, the “EV Drive Station”
Setagaya, where people can come and feel the significance and the value of
EVs/PHEVs.
This showroom is equipped with a solar power generation system and V2H
equipment and allows customers to experience a lifestyle where home electric
appliance can be used even during power outage following a natural disaster by
receiving power from an EV/PHEV.
We will open 200 showrooms of this type across Japan by 2020 as newgeneration showrooms not only to sell EVs/PHEVs but also to promote their
value.
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Based on the market outlook in the 2nd Half, our full-year global sales volume for the Fiscal
Year 2016 is forecasted at 933,000 units, a decrease of 115,000 units from the previous fiscal
year.
In Japan, we expect that the 2nd Half will see the same level of volume decrease as the 1st
Half and we forecast a full-year sales volume of 64,000 units, a decrease of 38,000 units from
the previous fiscal year.
In North America, where the strong sales of the Outlander in the US will continue into the 2nd
Half, total regional sales volume is forecasted at 143,000 units, an increase of 8,000 units
from the previous fiscal year.
In Europe, challenging sales situation will continue in Russia and the sales of the Outlander
PHEV are expected to decrease due to reduction in government grants in the Netherlands
and in other West European countries. Based on this outlook, we forecast a total regional
sales volume of 181,000 units, a decrease of 25,000 units from the previous fiscal year.
In ASEAN, we do not expect our full-year sales volume to reach the level of the previous year,
despite strong sales of the Pajero Sport since its launch last autumn. On the other hand, we
are planning to continuously increase our sales in the Philippines where the economy is
robust.
In North Asia, we forecast the same level of sales as the previous year as we started local
production of the Outlander in China.
Total regional sales in Asia is forecasted at 319,000 units, a decrease of 3,000 units from the
previous fiscal year.
In the other regions, total market demand in Latin America and the Middle East will be on a
downward trend due to political turmoil and weak resource prices. Accordingly, we expect that
our sales will decrease significantly in the 2nd Half like they did in the 1st Half. Based on this
outlook, we forecast our sales volume in this region at 226,000 units, a decrease of 57,000
units from the previous fiscal year.
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With this slide, I would like to give you an overview of full-year forecast for
FY2016 reflecting the sales volume plan shown in the previous slide.
Net sales are expected to be 1 trillion and 840 billion yen.
We are expecting an operating loss of 27.6 billion yen and an ordinary loss of
28.2 billion yen, and a net income attributable to the owners of the parent is
expected to be a loss of 239.6 billion yen.
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Here, I would like to explain the gap analysis on operating income between FY2015
actuals and FY2016 full-year forecast.
We expect 27.6 billion yen of operating loss, which will be 166 billion yen less profit than
the previous year.
“Volume and model-mix value” includes a negative impact of 20 billion yen from the cost to
address fuel economy testing issue in Japan.
In North America, we expect 8 billion yen positive impact on profit, mainly due to a hike in
Outlander’s sales volume and another 4 billion yen from price hike in Europe as an action
against currency fluctuation.
In ASEAN, sales increased after the launch of new “PAJERO SPORTS” last fall, however,
we would not be able to expect the same impact this year, therefore, the sales volume
would be lower than a year before. Asia as a whole, the sales would be 9 billion yen less
than the previous year.
Domestic sales expenses in the second half are expected to be 26 billion yen higher on
year-on-year basis because the cost to address fuel economy testing issue will increase.
Operating income from normal operations without any impact from currency fluctuation or
field-fix campaign will be at 95.4 billion yen level.
Despite a positive impact from Thai baht, the assumption of FX rate is rather conservative
at 100 yen per USD and 110 yen per Euro reflecting the recent situation of strong
Japanese yen.
That leads to push down profit by 91 billion yen, so we expect to post an operating loss of
27.6 billion yen at year-end.
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Forecast for the second half 2016 is 975.1 billion yen for net sales and over 4
billion yen for operating income.
Despite on-going tough situations such as increased cost to address fuel
economy testing issues and external factors such as FX fluctuations extending
into the second half, we will make sure to sell more volume than the first half to
be in black.
The assumption for annual FX rate sensitivity is 2.1 billion yen concerning yen
per USD and 1.5 billion yen for yen per Euro.
Since we put FX rate assumption quite conservative, actual profit may be better
than forecast depending on the currency fluctuation.
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On October 20, we made an official announcement on concluding an alliance
agreement with Nissan Motor.
Nissan Motor completed an equity investment of 237.0 billion yen in MMC and
became the largest shareholder, holding 34% of MMC’s shares outstanding.
The existing three major shareholders - Mitsubishi Heavy Industries, Mitsubishi
Corporation and Bank of Tokyo-Mitsubishi UFJ – welcomed Nissan Motor’s
decision.
Nissan Motor and the three Mitsubishi Group companies together will maintain a
51% or higher equity share in MMC.
In conjunction with the new equity structure, three nominees were selected for
new directors from Nissan Motor, including Carlos Ghosn, as Chairman of the
Board.
These nominees are scheduled to be appointed at extraordinary shareholders’
meeting to be held on December 14.
Moreover, it was already announced that Trevor Mann would join us as Chief
Operating Officer as well.
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Nissan Motor and MMC will start putting extensive programs together to create
synergy, capitalizing on the collaborations established through mini car business
in the past five years.
As you see in this slide, there are many focus areas already identified and
confirmed by both companies to generate synergy for bringing positive impact on
business.
The main focus areas will be cost reduction by joint purchasing, platform sharing,
technology sharing, expanded alliance team presence in emerging markets, the
use of Nissan Sales Finance Company to serve MMC customers in different
markets and joint plant utilization.
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Through the partnership with Nissan Motor, we will mainly focus on procurement
activities to reap the outcome of synergy effect to achieve a V-shaped recovery
as quickly as we can.
To be more specific, we expect around 25 billion yen of impact in FY2017,
another 40 billion yen more or less in FY 2018 and this should continue in the
period ahead.
Operating profit margin is expected to grow by 1% in FY2017, 2 % in FY2018 and
2% or more in FY2019.
In addition, income per share is also expected to go up by 12 yen and 20 yen in
FY 2017 and FY2018 respectively.
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