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Announcement of Formulation of Medium-Term Managetnf#irateqy

Mitsubishi Materials Corporation hereby announdes it has formulated its medium-term management
strategy for FY2018-2020 (hereinafter the “FY202€ategy”). Details are as follows:

1. Overview of previous medium-term management (Fa2015-2017)

Under the previous medium-term management planCihvapany developed a Group-wide growth
strategy: fortifying the foundation for growth, esigthening global competitiveness, and pursuing a
recycling-based business model. It implemented rgegaof initiatives, including M&A in Japan and
overseas, expansion in production and sales lotsatiooverseas countries, and strengthening otliecy
facilities.

As a result, in FY2017, the Company achieved itgeinet debt-to-equity (D/E) ratio of 1.0 or lower
However, the Company could not meet its targetcémsolidated operating profit, ordinary income and

ROA (ordinary income to total assets).

FY2017 Result

Targets FY2015 FY2016 FY2017
Consolidated operating profit 100 billion yerv1.8 billion yen| 70.4 billion yen| 59.7 billion yen
Consolidated ordinary incoms 110 billion ye81.0 billion yen| 72.4 billion yen| 63.9 billion yen

ROA (ordinary income to totdl 6% 4.4% 3.9% 3.5%
assets)
Net D/E ratio 1.0 times 1.0 times 0.8 times 0.6 times

The Company'’s failure to achieve its targets camttdbuted to various factors: stagnation of dethan
in Japan and North America and the decline of expdces mainly in Asia in the Cement Business;
falling copper prices and decreased sales of cogmpebicopper alloy products in the Metals Businass
a delay in the effect of initiatives to expand salgecreased sales largely due to the economiaelew
in China and a delay in the reduction of fixed sost the Advanced Materials & Tools Business. In
addition to such external factors as falling coppeces and the slowing Chinese economy, there were
also internal factors such as the non-implementairodelayed implementation of important strategied
a delay in the effect of initiatives to expand salédccordingly, the Company recognizes that
accommodating changes in the external environmedthaiilding a structure focusing on strategy are
issues.



2. Formulation of the FY2020 Medium-Term Managenttnategy
1) Themes

In recent years, the business environment surrogntlie Mitsubishi Materials Group has been
changing intensely with increasing uncertainty. this environment, implementation of a
transformationis essentiato achieve sustainable development. Accordinglg, @ompany formulated
the FY2020 Medium-Term Management Strategy basdtietheme “Transformation for Growth.”

The Company believes that the three driving fofoedransformation are sharing a sound sense of
crisis, possessing clear targets and a passiochieve the targets, and transforming corporateuseilt
The Company holds that transformation for growth caly be achieved when all of these driving
forces are in place.

2) Changes to formulation method
To accommodate changes in the external environarahbuild a structure focusing on strategy, the
Company has changed its formulation method folFtfi2020 Strategy as shown below.

+ The Company is changing both the content and theenaf the plan, switching from a “medium-
term management plan” that is primarily a finangian to a “medium-term management strategy”
that focuses on the planning and implementatiogrodvth strategies. To build a structure focused
on strategy, the Company will concentrate on grostthtegies rather than on financial plans and
will place emphasis on executing growth strategies.

+ The growth strategies and investment plan weredfif@ three years under FY2017 Plan. To
respond flexibly to changes in the external envirent, the Company will every year plan to
review its growth strategies and investment plasrsupcoming three yeansnder the FY2020
Strategy.

3) Review of long-term management policy

Recently, when formulating the FY2020 Strategy, @manpany reviewed its long-term management
policy as a policy looking 10 years ahead.

The Mitsubishi Materials Group’s Philosophy is “Heeople, Society and the Earth” and its Vision is
“We will become the leading business group commiitte creating a sustainable world through
materials innovation, with the use of our unique aistinctive technologies, for People, Society and
the Earth.” The Group conducts a wide range ofri®ss activities, from upstream resources and raw
materials to downstream products. Leveraging thenufaeturing technology and knowhow
accumulated in these areas, the Group has builistndss model for supplying high value-added
products and a recycling-oriented business modeldmg waste as resources.

To realize its Vision, the Company has adoptedboitg-term management policy which consists of
medium- and long-term goals (the company in ther&)tand a group-wide policy. Details are as
follows:

< Medium- and Long-term Goals (the company in tharkt>
+ Leading company in domestic and overseas key nsarket
+ Achieving high profitability and efficiency
+ Achieving growth that exceeds the market growth rat
<Group-WidePolicy >



+ Optimization of business portfolio
+ Comprehensive efforts to increase business conyestdss
+ Creation of new products and businesses

The Company will also consider reviewing its lorgat management policy every three years, once

again looking 10 years ahead.

3. Overview of FY2020 Strategy
1) Implementation of Group-wide policies

Under the FY2020 Strategy, the Company will implaingroup-wide policies set out in the long-

term management policy, as detailed below:

(i)

(ii)

(iii)

Optimization of business portfolio
The Company will classify its business into thregegories: stable growth business, growth
promotion business and profitability restructuribgsiness, and will promote selection and
concentration and improve capital efficiency aftbgtermining a direction geared to the
characteristics of each business and clarifyingiasiyes. Stable growth business consists of the
cement, metals (smelting), recycling and renewahlergy businesses, and in this category, the
Company will aim to strengthen its business foulndat by maintaining and improving cost
competitiveness. Growth promotion business consisthe metals (copper and copper alloy)
and advanced materials & tools businesses, and tmereCompany will seek business
development in adjacent fields and global marketsutperform market growth. Profitability
restructuring business consists of the electronmtenals & components and aluminum
businesses. In this category, the Company will warkmptly to solve issues and define the
future direction of growth.

Comprehensive efforts to increase business coryaetéss
To increase the business competitiveness of thiedmssdivisions, it is necessary to put in place
a more efficient and effective structure. The Conypaill seek improvement and innovation in
the production technologies of the business dimisioy making optimal use of its technical and
management resources in cross-functional projeotEnly among the departments of the
Technology Division (Production Technology Managatrieept., Safety & Environment Dept.,
System Strategy Dept., Procurement & Logistics D&parporate Production Engineering Dept.,
Corporate Research & Development Dept. and MirRReslources Dept.), which was established
on April 1, 2017. Through this initiative, the Coamy will pursue business competitiveness in
the production technology area by responding rggimian evolving world, differentiating itself
from its competitors by being a step ahead, andewitiy new development such as new
products and production technologies.

Creation of new products and businesses
For the Group to achieve sustainable development idlramatically changing external
environment, it must create new business thatswiiport profitability in the future. Under the
FY2020 Strategy, important social needs the Commmuld meet are identified as next-
generation vehicles, internet of things (IoT) antifiaial intelligence (Al), and building a rich,
sustainable society. The Company plans to creatalanelop new products and new businesses
that are vital for sustainable development.

,3,



2) Key strategies
The Company will implement specific measures urkgy strategies shown below:
+ Achieve growth through innovation
- Create value by building a recycling-oriented stycie
* Increase the company’s market presence througlstiment for growth
* Increase efficiency through continuous improvement

3) Investment Strategy
The total amount invested over the period of th@®X0 Strategy is expected to be 280 billion yen,
with growth strategy investment of 110 billion yand maintenance/upgrading investment of 170
billion yen. The Company will implement the investm by utilizing operating cash flow and revenue
from selling assets.
If there is any other favorable large investmemtdmwth, however, the Company will positively
implement such an investment as far as keepindet#tto-equity (D/E) ratio of 1.0 or lower.

4) Capital Policy

The Company considers the return of profits to ahalders to be one of the most important
management priorities and its policy is to detemrtime distribution of profits based on compreheamsiv
consideration of a wide range of management faciiockiding income for the period, internal resexve
and financial position.

Regarding profit distributions during the periodtbé FY2020 Strategy, the Company will attach
importance to stable dividends even when its cadet@d performance fluctuates and annual dividends
during the FY2018-2020 period will be 80 yen peargh If the consolidated dividend payout ratio is
below 25%, however, the Company will temporarilgrizase the dividend or purchase treasury stock.

5) Business Strategies of each Business Segment

(DCement Business

Medium- | Become a leading company in terms of efficiencthencement industry
and Long-| Become a local-area champion in overseas

term
goals
Business | Become superior in a domestic market that is cotitrg as it matures
policy Grow overseas businesses with the support of steddé income from domestic
businesses
Key < Domestic business >
strategies * Increase the global competitiveness of Kyushu Plant
- Fortify the sales foundation in the Tokyo metrotasii area, etc. for downstregm
business
+ Expand the environmental business by developing besiness in growth
segments

< US business >
+ Fortify the cement manufacturing and supply system
+ Expand ready-mixed concrete business

< New overseas business bases >
- Develop new business bases through acquisitions, et




@Metals Business

Medium- | Increase synergy between new copper mine develdpanersmelting

and long-| Expand the recycling business and increase itstaidity

term Build high rolling-margin profitability

goals

Business | Contribute to a recycling-oriented society througtals from manufacturing to recycling
policy

Key < Mining >

strategies - Develop new projects

* Refine the system for improving and making decision existing projects
< Smelting >
* Increase e-scrap recycling
» Increase process efficiency, Optimize the smeblinginess
< Copper & copper alloy products >
- Sell products meeting customer needs (Increases séléerminal materials and
new alloys, Develop high-performance plating)
+ Promote alloy recycling
- Make use of synergies with Luvata, Establish a glshles system
- Expand sealing materials business
+ Fortify the manufacturing system of rolling busises
» Strengthen cost competitiveness of extrusion bgsine

(3@Advanced Materials & Tools Business

Medium- | Become a global player capable of providing higlueadded products and service

and long-| solutions

term

goals

Business | We aspire to become an energetic company with ekWaku” feeling as well as a

policy trusted genuine partner of our customers througtteatless pursuit of “speed” and
“innovation” from our customers’ perspective, catsntly making things happen.

Key + Enhance the power of solutions by industry orienézains

Strategies| . Create key technologies through the Company’s maigilevelopment and open

innovation
+ Promote local production for local consumption leynforcing factories and using
local vendors
+ Create synergies with MHTE
+ Reinforce the Key Account strategy

(@Electronic Materials & Components Business

Medium- | Become a highly profitable business entity thawjumtes materials (solutions as well as

and long-| products) required by growth market in timely manby responding to changes in the

term goals| business environment quickly

Business | Lineup of high value-added products

policy Generate and expand profits by concentrating ressuwn growth businesses and products
Develop and nurture strong new businesses

Key + New products and sales expansion in the loT- relaterket (antenna modules,

Strategies |  thermistor sensors, etc.)

o

- New products and sales expansion in the next-geoeraehicle market (insulate
substrates with high thermal conductivity, in-védisensors, solar heat-ray shielding,
etc.)




®Aluminum Business

Medium- | (Rolling and processing) Establish a presenceargtbbal market for automotive heat
and long-| exchanger materials
term goals| (Can manufacturing) Gain the No. 1 share of theekiim aluminum can market and
expand business overseas
Business | Pursue business strategies that utilize the stisraftthe rolling and can manufacturing
policy businesses, respectively
Key - Implement a selection and concentration strateggoiling and processing business
Strategies |  (shift to heat exchanger materials)
- Respond to increased production of beverage bedihs- and develop next-generati
products




< For Referencer
1. Corporate Philosophy, Long-Term Management Ralicd FY2020 Strategy

Long-term Management Policy

Medium- to Long-term Goals
(the company in the future)

« Leading company in domestic and overseas
key markets

« Achieving high profitability and efficiency

Vision « Achieving growth that exceeds the market

growth rate

Group-wide Policy

Resources and

Recycling + Optimization of business portfolio
« Comprehensive efforts to increase business
@\ ‘ competitiveness
R : \_* Creation of new products and businesses J
Sustainable '
Development
-w

Processed . Materials ‘ Key Strategiesin FY2020 Strategy ‘
Goods \/ J
Technology and « Achieve growth through innovation
Global Strategy Development + Create value by building a recycling-oriented society
Strategy » Increase the company’s market presence through

investment for growth
A Marketing Strategy HR Strategy b « Increase efficiency through continuous improvement
\, ’

Medium- to Long-term Goals Group-wide Policy

€ Leading company in domestic and overseas
key markets

Achieving high profitability and efficiency
Achieving growth that exceeds the market
growth rate

Optimization of business portfolio
Comprehensive efforts to increase business
competitiveness

@ Creation of new products and businesses

L 2R 4
* e

Key strategies

Achieve growth through Create value by building a il R sh fncicase effifnency
Tanevabion N o m_arket presence throug thrf:ugh continuous
investment for growth improvement
» Become a partner » Reduce waste by pursuing + Expand global business + Strengthen safety
prioritized by customers value chains bases by increasing management system
« Provide optimal solutions + Expand the recycling production, sales, and « Carry out stable operation
« Implement open business by establishing service establishments « Increase productivity
innovations the Company’s original « Promote local production . Increase energy efficiency

business model for local consumption

+ Determine and strengthen
core technology

« Increase productivity and
improve services using IT

+ Develop sales skills
comparable to
competitors



2. Provisional Financial Calculations and of Innesht Amounts
FY2020 provisional financial calculations assumimplementation of the initiatives under the FY2020

Strategy and the investment amounts are as follows.
@ Provisional financial calculations (consolidated)

FY2017 Results FY2020
(Provisional calculations

Consolidated sales ¥1,304 billion ¥1,620 — 1,840 billion
PL Consolidated sales ¥757 billion ¥870 - 910 billion

(excluding metal)

Consolidated ordinary ¥64 billion ¥82 - 100 billion

income

Total assets ¥1,897 billion ¥1,950 bhillion
BS Net debt ¥387 billion ¥450 billion

Equity ¥621 billion ¥640 billion
ROA (ordinary income to total assets) 3.5 % 45-50%
ROE 4.8 % 7.0-80 %
Net D/E ratio 0.6 times 0.7 times
Assumptions * | Exchange rate USD 108 ¥/$ 100 - 120 ¥/9

Exchange rate EUR 119 ¥/€ 120 ¥/€

Copper price 234¢ /1b 250 - 270¢ /1b

* median used for BS

@ Investment amountgbillion yen)

FY2018 — 2020 Cumulative Investment Plan

Total amount of investment 280%*

Maintenance/upgrading 170 Growth strategy 110*
. 4 8 7 5
Advanced Materials
*
Cement 22% Metals* 33% & Tools 21% % % % %

Electronic Materials & Components
Aluminum
Environment & Energy

Common investment

* Excludes the cost of acquiring Luvata (40 billion yen) carried forward from the previous period.



