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Questions from the Internet Briefing for Institutional Investors and Analysts on Mitsui Chemicals 
Group’s Consolidated Financial Results of the 1st Quarter of Fiscal 2018 

Date August 2, 2018 

Speaker Osamu Yoshida, Deputy General Manager, Corporate Communications Division

Reference Results of the 1st Quarter of FY2018 & Outlook for FY2018 

 
Q&A 

■Mobility 
Q1．In the Mobility segment, the volume difference in net sales in Q1 of FY2018 from the 

same period of the previous year was +\14.3 billion. Of this, what was the impact of the 
new consolidation of ARRK Corporation? The volume difference in operating income 
was +\1.1 billion. What products made the primary contribution? Please explain this in 
light of the trends of each product.  

A1．Of the volume difference in net sales, the impact of the new consolidation of ARRK Corporation 
was approximately \11 billion. Regarding the volume difference in operating income, sales of 
products for both automobiles and ICT generally remained firm. In automotive applications, 
sales of overseas PP compounds increased mainly in Thailand, India and Europe, and sales of 
the Company also remained firm in North America. In terms of ICT applications, sales of APEL® 
continued to expand on the back of the trend of making a camera compound eye, while the 
sales volume of smartphones continued to be sluggish. 

 
Q2．What are the factors for the increase in operating income from 4Q of FY2017 (January 

– March) to 1Q of FY2018 (April – June) in the Mobility segment? Is there any difference 
in the situation of the price revision between businesses?  

A2．The major factor is that sales of various products remained firm. Regarding the situation of the 
price revision, there is no particular difference between businesses.  

 
■Health Care 
Q3. Please explain the breakdown of the year-on-year volume difference in operating 

income in 1Q of FY2018 in the Health Care segment.  
A3. The major factor is an increase in sales of vision care materials. This includes stronger sales 

due to the timing issue of shipment, but demand itself remained solid. Sales of dental materials 
also increased year on year in 1Q (April – June), while sales declined in Germany last year.  

 
Q4．Please tell us about the trends of nonwoven fabrics. 
A4．The time lag between rising raw material prices and price revisions had some impact. In terms 

of demand, exports of disposable diapers are currently declining, and sales of nonwoven fabrics 
of the Company also decreased year on year associated with this trend. However, sales 
increased both year on year and quarter on quarter in the area of high-performance 
nonwovens, on which the Company focuses, and we will continue to work on the sales 
expansion while paying close attention to demand trends.  
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Q5．Please explain the trends of operating income from 1Q (April - June) to 2Q (July - 
September) in the Health Care segment.  

A5．We expect that the sales of vision care materials will continue to remain solid, although the 
effect of stronger sales due to the timing issue of shipment in 1Q will disappear in 2Q. We will 
work on the price revision of nonwoven fabrics, but rising raw material prices are continuing, 
and it is likely that the time lag will have some impact. In addition, due to the heavier burden of 
depreciation associated with the operation of new production lines, the full-fledged effect of 
sales expansion will be seen after the next fiscal year. Regarding dental materials, 2Q is an 
off-demand season, but we will continue to work on sales expansion.  

 
■Food & Packaging 
Q6. Please tell us about the sales trends in the Food & Packaging segment.  
A6. Although 1Q (April - June) is an off-demand season for agrochemicals, sales are expected to 

increase in 2Q (July - September) because overseas markets will enter the demand season. Of 
films and sheets, sales of some packaging films in 1Q suffered a backlash to the last-minute 
demand before the price hike in April, but we expect that sales will recover after 2Q because 
demand itself is steady. Sales of industrial films remained solid against a backdrop of firm 
demand for semiconductors. Sales of coatings and engineering materials were generally as 
expected, mainly in paint and coating applications.  

 
Q7．Please explain the situation of the price revision of packaging films.  
A7．We revised prices in April, but we announced additional price revisions in late July following a 

further recent rise in raw material prices. We will work on the revisions going forward.  
 
■Basic Materials 
Q8．The terms of trade were ±zero year on year with regard to operating income in 1Q of 

FY2018 in the Basic Materials segment. The terms of trade of phenols appear to have 
improved. Were there any other negative factors?  

A8．The terms of trade of phenols have improved associated with the normalization of the market 
conditions, but this was offset mainly by the effect of the time lag between rising raw material 
prices and price revisions of polyolefins. 

 
Q9．Please explain the trends of operating income from 4Q of FY2017 (January - March) to 

1Q (April - June) and 2Q (July - September) of FY2018 in the Basic Materials segment. 
A9．From 4Q to 1Q, operating income declined slightly because the regular maintenance of phenols 

was implemented in Singapore in 1Q and the various products began implementing regular 
maintenance at the Osaka Works in mid-June. In 2Q, we anticipate a decline in operating 
income due to the impact of regular maintenance at the Osaka Works, but we expect that the 
business environment will continue to remain firm.  

 
Q10．Please tell us about the demand and supply conditions of phenols.  
A10．Demand for bisphenol-A and phenols remained solid on the back of the strong performance of 

polycarbonate, and new demand for phenols for caprolactam also remained solid. Associated 
with these trends, the operating rate is almost at the maximum at Chinese phenol 
manufacturers in 1Q (April - June) on the supply side, and the operating rate is also expected to 
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be nearly at the maximum at new and expanded plants. The operation of new and expanded 
plants of phenols in India, which is behind schedule, is expected to commence in India going 
forward, but caprolactam based on the phenol method is also due to start up. We therefore 
expect that the demand and supply conditions will continue to remain tight.  

 
■Group-Wide Issues 
Q11. Please explain the progress in each segment in comparison with the initial plan for 1Q 

of FY2018.  
A11. In the initial plan for operating income for FY2018, we expected a volume effect of +\12 

billion in comparison with FY2017, and it was +\3.3 billion in 1Q of FY2018, suggesting steady 
progress. While the situations of terms of trade and fixed costs differ slightly, depending on the 
segment, they are generally as expected. By segment, demand for materials for automobiles 
continues to be solid in Mobility, and sales of various products including PP compounds are 
increasing steadily. In Health Care, sales of vision care materials continue to be solid, and sales 
of dental materials, which were sagging last year, are on a recovery trend. In Food & Packaging, 
the absolute amount of operating income is slightly low, but sales are progressing generally as 
expected. In Basic Materials, the performance remained stronger than the initial plan.  

 
Q12．In the Food & Packaging segment, fixed costs increased \1.1 billion year on year in 

1Q of FY2018, mainly due to a rise in R&D expenses for agrochemicals. Will this trend 
continue? Please tell us about this, together with the situation in other segments.  

A12．In agrochemicals, the development of five new active ingredients is commencing in earnest, 
and we will continue to inject R&D expenses for their launch. Similarly, we will continue to inject 
resources in Mobility and Health Care, the other two of the three growth areas. The 
year-on-year fixed cost difference in operating income in 1Q was -\3.3 billion on a group-wide 
basis, but of this figure, the impact of higher development costs was about half, and the 
remaining amount includes the impact of regular maintenance. In terms of development costs, 
we will undertake budget control so that the actual amount will not exceed the amount set in 
the initial plan.  

 
Ｑ13．What impact will the fire at the Osaka Works have on operating results?  
Ａ13．Because the regular maintenance has yet to be completed, we are still calculating the details, 

but the fire is likely to have a certain impact. However, given that the favorable market 
conditions are continuing and that the impact is expected to remain in a range that is able to be 
covered, we have kept our initial results forecasts unchanged. We will figure out the impact in 
more detail.  

 
Q14．What are the factors for the improvement in equity in earnings from non-consolidated 

subsidiaries and affiliates from the same period of the previous fiscal year?  
A14．It is due to an improvement in JV profits (losses) of urethane, phenols and PTA. 
 
Q15．We understand that you are working to improve the cash conversion cycle. Are 

accounts receivable and accounts payable other than inventories also improving?  
A15．Our current efforts are centered on inventories. Regarding accounts receivable and accounts 

payable, the hurdle is higher than inventories given relationships with our customers and 
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business partners, but we will also work on them in the years ahead.  

Please note that this document has been translated from the original Japanese into English for the convenience of our 
stakeholders. The information was originally provided in Japanese. If there is any discrepancy, the Japanese language 
version is the official document and is available on our Japanese language website. 

 


