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Sharing a common vision with our stakeholders, we are committed to
creating value together with the aim of realizing a sustainable society.
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The Mitsui Chemicals Group’s

Value Creation Process
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Mitsui Chemicals Group’s Selection of Key Issues (Materiality) 2014 Mid_Term Business Blan

Impact of the Mitsui Chemicals

Group’s business on society

B Measures to address climate
change (reducing GHG
emissions)

M Air environment preservation

B Water resource protection and
control

H Biodiversity

B Industrial waste control

M Efficient use of resources

W Stable supply of industrial
materials

M Optimization of domestic
production

Hl Safety and prevention

B Product stewardship

M Quality of products and services

B Employment and human
resources

W Labor conditions

B Communication with society

,
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Chemicals Group should help to th rough Innovation

resolve

M Low environmental-footprint products
and services

B Development of renewable energy

M Shift to urbanization and smart cities

M Declining birthrate and aging
population

H Quality of life (QOL)

B Advancement of medical and
pharmaceutical fields

B Food problem

Target Business Portfolio

® ® %

Mobility Healthcare Food & Pack

A business domain that supports society and indus
Basic subjects
B CSR procurement
W Compliance

Basic Materials

Customer’s Needs Pursuing Cust

@ Solutions
{ Parts / Components> | End Products

Business Environment Ris

B Markets in advanced countries
reaching maturity

B Reported slowdowns of growth in including situation in Middle East
China and emerging countries

B Rapid fluctuations in exchange
rates, oil prices, etc.
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How the Mitsui Chemicals Group Creates Value

In accordance with its corporate mission of “keeping in harmony with the environment,” the Mitsui Chemicals
Group works to help resolve social challenges through business activities that emphasize striking a balance
between economic, environmental and social considerations.

Promoting “creating new customer value through innovation” under its fiscal 2014 Mid-Term Business Plan, the
Group seeks to maximize the worth and utility of its “value-creating resources”—while constantly striving to
enhance the business foundation that underpins those resources—by working with all its stakeholders and
targeting the sustainable development.

Sustainable Development of Society and the Mitsui Chemicals Group
Value We Want to Create with Society

~ Promoting Human Well-being Contributing to Local Communities
BPromote the realization of lifestyles that realize a BEnsure ongoing safe business operations,
sense of safety and affluence pursue the development of local economies
B Contribute to global environmental protection and the realization of stable employment
Contributing to the Value of Shareholders’ B Contribute to environmental load reduction,
Investments seek out solutions to current issues
U€  mMaintain stable returns on profits to shareholders ~ Promoting Happiness and Self-Fulfillment of
by ensuring sustainable profit growth Employees
Increasing Customer Satisfaction M Cultivate pride by giving employees a real
B Act with the utmost integrity when interacting sense of development and meaningful work
and fulfilling the needs of customers B Create workplace environments that allow

BProvide solutions that expand potential people to work in a healthy and lively manner

BProvide products and services that can realize  MTreat employees in accordance with
new value corporate performance, motivation and

achievements

Value-Creating Resources

S that create new businesses and new products

em Services

resources that desire to take on challenges

passing production, sales, and research

tual trust with stakeholders
Organizational culture that prioritizes safety

Frontline capabilities with high aspirations
Robust financial structure

S0 Our Foundation M

Corporate governance, risk and compliance management,

Mitsui Chemicals brand, core values, action guidelines
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Editorial Policy

The Mitsui Chemicals Group’s annual report for fiscal 2015, the
year ended March 31, 2016, entitled the Mitsui Chemicals Report
2016, and represents a further evolution in its reporting.

In compiling this report we sought not only to secure our read-
ers’ deeper understanding of the Group, but also to present a
comprehensive overview of our various strategies and perfor-
mance from both the financial and non-financial perspectives with
the ultimate goal of creating a platform for meaningful dialogue
with all stakeholders. While we have drawn on the disclosure
framework for integrated reports, which continue to attract atten-
tion globally, we have tried to avoid a rigid format. Our goal has
been to provide a useful document that allows readers to gain a
deeper understanding of our efforts toward the creation of value
through innovation over the medium to long term.
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3\~.. For more detailed information, for example on the results
for the fiscal year ended March 31, 2016, please visit:
http://www.mitsuichem.com/ir/index.htm
¢ Results information (summaries of financial results, financial
data/graphs, etc.)
e CEO explanation materials ® Timely disclosure information
¢ Dividend information, etc.

CSR Website
:"3 For more detailed reports pertaining to social and
environmental issues please visit:
http://www.mitsuichem.com/csr/index.htm
® CSR in the Mitsui Chemicals Group
e Corporate governance ¢ Risk and compliance
® Responsible care e Communications with society




To Our Stakeholders

Share Our Vision

Chemistry must play
a prominent role in addressing
a variety of social issues.

| believe that the chemical industry has an extremely
important role to play in addressing a wide variety of
global issues.

Reflecting in its Corporate Vision, the Mitsui
Chemicals Group again took stock of its purpose and
significance. In the course of reassessing the areas in
which we can best serve society, we have established
the Mitsui Chemicals Group’s Future Vision.

Aiming for the sustainable growth and the develop-
ment of both society and the Mitsui Chemicals Group,
we are working to resolve social challenges along the
three axes of the economy, the environment, and soci-
ety.

The “Share Our Vision: — $£&l| Kyo So; Co-creation,
Collaboration, Cooperation” concept focuses on the
need to promote a deep sense of awareness and
mutual understanding of the Mitsui Chemicals Group’s
Future Vision and the value that we hope to create.
This concept also blends the strengths of the Group’s
human resources and culture, the wellspring that drives
our value-creation endeavors, with the aspirations of all
stakeholders while serving as a rallying call to make this
vision a reality.

The Mitsui Chemicals Group will continue to pro-
mote meaningful dialogue with stakeholders and
engage in activities aimed at realizing the common
global vision of creating a sustainable society.

Tsutomu Tannowa
President & CEO

Mitsui Chemicals Report 2016
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To Our Stakeholders

“It would be great to have these products and services.”
“Is this possible?”

The Mitsui Chemicals Group works 1o uncover cus-
tomers’ requirements and identify de ds. We then
take great pains to utilize the necess to give
shape to and commercialize this de consider-
ation the productivity of customers a:
end consumers, we strive to provide
and solutions that are genuinely in n tantly promot-
ing dialogue with customers.

We recognize that strong ties of i re a
source of research and development s
genuine solutions, we aspire to be the first
ers come to for help.

From Our Stakeholders

Pages 18 to 25, Co-creation with Customers

Our Value Création Stories
B

Qur Strategic Focus

Our Operations

Our Resfs

Our Founda

Actions Related pages
® Implement 2014 Mid-Term Business Plan ¢ Creating Value in Targeted Business Domains p. 18

“Creating New Customer Value through e Co-creation with Customers—A History of

Innovation” Development p. 24
» Execute research and development strategies * Strategies Aimed at Creating New Value p. 26 5

e Our Operations p. 40 3

Indicators « Research and Development / Intellectual Property E
e Operating income * ROA, ROE p. 53 %
¢ Research and development expenses =

v ¥
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Our Vision

Building ties of mutual respect with colleagues worldwide

and working to ensure the growth of the Group while realizing
our full potential

Human resources are the wellspring of the value creation process. Based on the fundamental principle that people need to be
treated well so they can motivate and strengthen one another as they work to create a better future, the Mitsui Chemicals Group
aims to strike a balance between sustainable growth and the happiness and self-fulfilment of its employees.

My role is to swiftly expand the Group’s business in India. Key
to this endeavor is the development of our local employees.
The shortest path to success is for people who have spent
their lives in India and are well versed in the ways of the mar-
ket to consider what steps are required to secure business
growth. Because it is vital that all employees fully accept and

understand the Mitsui Chemicals way, | am committed to
building a corporate culture conducive to the creation of
businesses that are grounded in the Company’s spirit, going
beyond the appointment of a select few individuals. | strongly
believe this will in turn lead to the genuine localization of

management.
Toshihiro Omura

Managing Director, Mitsui Chemicals India Pvt. Ltd.

Mitsui Chemicals India Pvt. Ltd. is a company overflowing
with youthful vitality. Mitsui Chemicals, Inc., on the other
hand, has a long history and its own rich culture. A part of
this culture is the reliability that fosters a deep sense of trust.
Bringing these qualities together in India, a market exhibiting
powerful growth, the opportunity exists for employees to
thrive in concert with the company. Looking ahead, | would
like to help nurture our young staff and to instill a strong
sense of commitment toward achieving established goals.
While building strong ties of trust between Mitsui
Chemical’s head office and operations in India, we will work

to swiftly expand our business.
Suraj Arya
Deputy Managing Director, Mitsui Chemicals India, Pvt. Ltd.



Our Vision
Safety is paramount; not only our own safety but that of our
families, colleagues, and society as a whole must be assured.

From Our Stakeholders

Increasing safety awareness is hard, cultivating a safety culture is even harder. It is all about building the right safety mind-set and
behavior in people. A leader is expected to play an important part in building a safety culture by serving as a role model.

It is always an uphill task to ensure that the workplace is safe and that people work safely. SCG Chemical pushes hard every day
to ensure that a safety mindset becomes ingrained.

Working collaboratively with Mitsui Chemicals, SCG Chemical’s Operation Excellence Training Center (OETC) has been set up with
the objective of honing the skills of trainers. OETC builds on the knowledge and best practices of the two companies’ highly skilled
senior training staff. The knowledge these trainers possess will be passed on to the next generation, thus securing effective and safe
petrochemicals plant operations into the future.

We believe that safety is the foundation that supports sustainable business growth.
Cholanat Yanaranop
President
SCG Chemical Co., Ltd.

Mitsui Chemicals Report 2016
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Our Vision

We are committed to earning the trust of
shareholders and investors through sustainable
earnings growth and the return of profits as well
as by engaging in direct dialogue.

In addition to increasing the transparency of management and taking seriously the opinions of

stakeholders, the Mitsui Chemicals Group works diligently to further enhance its corporate value as
a part of efforts to prove worthy of the trust of shareholders and investors.



Our Vision

Maintaining an approach toward governance that is unique
to Mitsui Chemicals while endeavoring to enhance
corporate value

Drawing on the various comments and proposals that are grounded in the
wide-ranging experience of outside directors, we are striving to become
a better corporate group while promoting business reforms.

Actions

e Enhance corporate governance
e Ensure thorough risk and compliance
management

Indicators

* Assessment of the efficacy of the Board of
Directors

Related pages

e Discussion between Outside Directors and@
Responsible Officer p. 64

e Corporate Governance p. 66

 Risk and Compliance Management p. 70
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Our Vision NG WY e
We are driven by the desire to forever preserve the
abundance of our planet and engage the next generation in
dialogue. [

Promoting harmony with the environment as part of our management philosophy, we pursue environmentally friendly business activi-
ties. In order to foster sustainability—a desire shared by all who live on this planet—we engage in activities that convey the enjoyment
and possibilities of chemistry to children, who will lead the next generation, and contribute to the revitalization of local communities.

“This is the first time 1’ve ever seen a firefly!”

To Our Stakeholders - amazing how many living things there are!”
We want even more people to know about all the many living things that inhabit rice fields.

We invite farmers and consumers to participate in the “Wildlife Survey on Rice Fields,” which we conduct to promote serious con-
sideration about the future of agriculture, food, and the environment. We also invite neighboring elementary school children to take
part in events that provide them the opportunity to observe a wide variety of wildlife by going into rice fields.

Beyond the manufacture and sale of agrochemicals, we conduct surveys to assess the impact of agrochemicals on wildlife inhab-
iting rice paddies to improve products and facilitate development. Through these activities, we will provide environmentally friendly,
high-quality products and services.

Actions Indicators Related pages

e Contribute to the environment and society * Blue Value™, environmental contribution e Quantifying Environmental Contributions
through our business activities indicator p. 29

e Promote Responsible Care (RC) activities e Greenhouse gas emissions e Responsible Care p. 58
Preserve the environment » Average landfill ratio for industrial waste * Social Contribution Activities

e Conduct local community-based social http://www.mitsuichem.com/csr/society/

contribution activities



Value Creation Indicators
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Consolidated Financial and Non-Financial Highlights

(Milions of yen / Thousands of U.S. dollars, except where indicated) ~ 2006/3 2007/3 2008/3 2009/3 2010/3 2011/3
For the Year
Operating Results (for the year)
Net sales ¥1,472,435 ¥1,688,062 ¥1,786,680 ¥1,487,615 ¥1,207,735 ¥1,391,713
Operating income (loss) 58,705 91,678 77,176 (45,493) (9,461) 40,548
Profit attributable to owners of parent 44,125 52,297 24,831 (95,237) (28,010) 24,854
Reference: Ordinary income (loss) 61,989 95,478 66,146 (50,768) (13,132 38,851
EBITDA' 136,905 167,864 155,719 38,873 69,275 117,089
Net cash provided by operating activities 79,709 100,565 92,423 54,882 70,173 73,196
Net cash used in investing activities (58,247) (133,618) (78,206) (76,253) (42,913) (43,204)
Free cash flows 21,462 (33,053) 14,217 (21,371) 27,260 29,992
Financial Position (at year-end)
Total current assets ¥608,995 ¥733,150 ¥726,361 ¥529,606 ¥604,556 ¥665,976
Property, plant and equipment, net 532,324 542,340 564,805 522,641 498,183 467,735
Total investments and other non-current assets 187,571 222,693 178,082 136,692 135,347 161,916
Total assets 1,328,890 1,498,183 1,469,248 1,188,939 1,238,086 1,295,627
Total current liabilities 475,074 591,253 569,560 377,858 386,203 442,298
Total non-current liabilities 314,692 336,678 335,461 412,950 432,879 422,228
T&Laéfggﬁﬁg‘r’e'ﬂzf;iveg?A%’o‘f‘ngczfgggccum”'ated 464,021 504509 500,044 349,908 377,283 383,740
Interest-bearing debt 423,938 498,323 485,972 535,391 494,219 480,701
Other
Depreciation and amortization ¥70,099 ¥70,207 ¥72,596 ¥81,374 ¥74,878 ¥69,237
Capital expenditures 81,400 72,671 84,667 81,041 49,054 45,137
R&D expenses 37,146 36,943 42,130 40,628 38,131 36,166
Per Share Data
Net income (loss) per share (basic) ¥56.20 ¥66.68 ¥32.22 ¥(125.46) ¥(33.04) ¥24.80
Cash dividends per share 8.00 10.00 12.00 9.00 3.00 6.00
Ratios
Return (operating income (loss)) on sales 3.99% 5.43% 4.32% (3.06%) (0.78%) 2.91%
Return (net income (loss)) on equity 10.15% 10.80% 4.94% — — 6.53%
Return (operating income (loss)) on assets 4.63% 6.49% 5.20% — — 3.20%
Net D/E Ratio 0.85 0.92 0.93 1.39 1.11 1.04
Social Data
Employees Consolidated 12,473 12,511 12,814 12,964 12,892 12,782
Non-consolidated 8,584 8,695 8,671 8,557 8,297 7,878
Percentage of women Non-consolidated 9.0% 9.3% 9.8% 10.4% 10.8% 11.2%
Environmental Data?
WSO frequency rate® Consolidated — — — — — 0.28
Energy consumption Consolidated* — — — — 99 103
o Domestic® 595 589 567 514 493 490
Greenhouse gas emissions -
Consolidated® — — — — 558 568
Landfill disposal volume Consolidated” — — 53,141 30,098 18,799 18,163
Landfill rate for industrial waste Consolidated” — — 14.5% 8.7% 6.1% 5.4%

o0 s ®N =

~

. EBITDA = Operating income + Depreciation and amortization + Equity in earnings of non-consolidated subsidiaries and affiliates
. Based on the change of aggregations method and revision of law, only to show comparable data continuously. For details, refer to Responsible Care, p. 58-60.
. Work-related Significant Occupational Injury (WSOQI) frequency rate: The number of deaths or WSOls per million hours worked

. Data reflect the total of six manufacturing sites and domestic and overseas consolidated subsidiaries (fiscal 2015: domestic 22, overseas 15)
. Data reflect the total of six manufacturing sites and domestic consolidated subsidiaries (fiscal 2015: domestic 22)
GHG emissions for overseas consolidated subsidiaries are calculated in accordance with Japan’s Law Concerning the Promotion of Measures to Cope with Global Warming (2005 Amendment)

based on energy consumption figures. Data reflect the total of domestic and overseas consolidated subsidiaries (fiscal 2015: domestic 22, overseas 15)

Mitsui Chemicals Report 2016

Data reflect the total of manufacturing sites of domestic and overseas consolidated subsidiaries and companies eligible for RC support (fiscal 2015: domestic 22, overseas 23)



Net sales by region
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2012/3 2013/3 2014/3 2015/3 2016/3 2016/3
(Milions of ye) (_[Jhl%‘fza;gfs?f (Bions of yen); M Overseas I Japan > QEeshate o
5855 906:3 608.7 508.2
¥1,454,024 ¥1,406,220 ¥1,566,046 ¥1,550,076 ¥1,343,8908  $11,926,677 sl B B B = B
21,564 4,290 24,899 42,040 70,926 629,446
(1,007) (8,149) (25,138) 17,261 22,963 203,789 800 - g 5640 Il 40
806.2 8477 7975 7457
22,884 9,206 22,522 44,411 63,183 560,729
89,854 49,729 73,828 90,218 117,416 1,042,031 400 %
43,302 18,512 43,476 58,287 145,913 1,294,933
(42,452) (58,136) (89,781) (35,036) (36,365) (322,728) 13 12/3 13/3 °14/3 °15/3 "16/3
850 (39,624) (46,305) 23,251 109,548 972,204
(Millions of yen) (ﬁ‘gusda;;gfs‘)’f
¥661,311 ¥715,396  ¥777,015  ¥731,708  ¥628,210 $5,575,168
430,629 446,637 425,840 433,629 413,402 3,668,815 Number of employees by region
164,363 175,962 229,307 246,453 217,336 1,928,789 poey W Ovrscas. I apan = Oversas .
1,256,308 1,337,995 1,432,162 1,411,790 1,258,948 11,172,772 16,000 4735 4.902 40
451,507 493908 507,056 448499 364,259 3,232,685 2894 3071 3320 = .
12,000+ - ~=730
389,025 415,173 515,459 491,992 451,452 4,006,496 I
367,436 376,779 352,843 406,235 381,971 3,389,874 oo~ 228 2o N -
9,888
464,773 507,183 581,260 548,713 472,986 4,197,604 197 0626 953 9461 glig,
(Millions of yen) (E‘%“Zag}gfs‘)’f 4,000 e — 10
¥62,749 ¥43,864 ¥48,143 ¥48,251 ¥48,640 $431,665
44,814 56,649 113,200 47,531 43,405 385,206 /3 112/3 °18/3 14/3 °15/3 *16/3
33,176 31,997 33,569 32,473 31,493 279,491
(Yen) (U.S. dollars)
¥(1.01) ¥(8.14) ¥(25.10) ¥17.24 ¥22.95 $0.20
6.00 6.00 3.00 5.00 8.00 0.07 Total assets/Equity ratio
M Total Assets = Equity Ratio
(Billions of yen) (%)
1.48% 0.31% 1.59% 2.71% 5.28% 1,600 Py 40
43221,411.8
— — — 4.55% 5.83% 1,295.64 ,256.31 3380 1,258.9
1.69% 0.33% 1.80% 2.96% 5.31% 1200 e 305"
1.12 1.22 1.44 1.22 1.03
800 i 1 R -20
400 i [l - o 40
12,868 12,846 14,271 14,363 13,447 (Persons)
7,633 7,266 7,129 6,931 6,733 (Persons) 015 23 a8 14/ 153 168 O
11.4% 11.7% 11.9% 11.9% 12.0%
0.22 0.49 0.24 0.18 0.30 (Target 0.15) Cash flows
99 94 89 86 89 PJ M Operating Activities Investing Activities
(B"”O”SC’ZVSS) --Free Cash Flows 145.9
467 453 449 428 469 Ten thousand tons
109.5
546 530 510 490 529 Ten thousand tons 100 255
1,147 1,179 630 689 963 Tons 50l
0.4% 0.4% 0.2% 0.2% 0.4% ol
i 46.3|35.0) (36.4)
(80) 4575y (45 5 56.1)
(100) (89.8)
(150) 11/3  ’12/3 ’13/3 ’14/3 ’15/3 ’16/3
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1900 1940 1950 1960
e origin of our chemic
business operations 1938 Phenol production started

Constructed Japan’s first coke chemical complex

TS

1892
Mitsui Mining started

1912
§ Mitsui Mining started
coke chemical business

coke business

(The current Omuta Works)

1933
Toyo Koatsu

Industries established Contributed to increased

Japanese food production

1948 The world’s first
1912 Urea fertilizer large-scale
Ammonium sulfate production started

fertilizer production started 1943 Adhesive material business started
hetic organic che
business started

1947 Coating material production started
Mitsui Chemical
1915 Japan’s first = I

Industry established
Synthetic dye ndustry establishe
ALIZARIN industrialized

1941

1926 Japan’s first 1946 Chloropicrin (soil fumigant)

Synthetic dye
INDIGO industrialized

pchemical business stal

1951 Film business started

1955
Mitsui Petrochemical
Industries established

1970

Launched a diversified chemicals company

1968
Mitsui Toatsu

eec0cc0cc0c0c0000000000

Chemicals established

A

: 1969 Mitsui HIWAX™
(Coating & engineering materials)

1958 The world’s first Bisphenol A industrialization
1964 MO (Herbicide)
1962 Japan'’s first Polypropylene industrialization

1963 Polyurethane material TDI

©000000000000000000000000000000000000000000000000¢

Constructed Japan’s first petrochemical complex
Contributed to the petrochemical development during Japan’s high economic

growth period
A History of Creating Value and Solving
Social Challenges

1958 Japan'’s first
Ethylene plant started its

Mitsui Chemicals traces its origins to the coke business
started by Mitsui Mining in 1892. In 1912, Mitsui
Chemicals started its coke chemical business at the
Omuta Works. For 100 years, the Mitsui Chemicals
Group has continued to meet the changing needs of
society. As one of Japan’s leading chemical companies,
the Group will continue to seek solutions to global
environmental issues through its products and
technology and to contribute to lives of people around
the world.

operation

1958 Japan'’s first

1955 License agreement for
Ziegler-processed polyethylene), 4974 Capital participation in Tokyo Cellophane

1958 Japan’s first
High-density polyethylene
industrialization

1970 Polyurethane material MDI

(The current Mitsui Chemicals
Tohcello)

1971 SYNTEX™ (Nonwoven fabrics)
1974 TPX™ (Performance polymers)

1975 ADMER™
(Performance compounds)

1968 HI-ZEX MILLION™ (Performance polymers)

1977 MILASTOMER™
(Performance compounds)
1969 Mitsui EPT™ (Elastomers)

1975 TAFMER™ (Elastomers)

Phenol production by cumene process

PP Compounds’ Automotive
Materials Market Position

Global NO. 2

High Performance Nonwovens
Market Position

Asia No. 1

Social Needs and Challenges

® Energy conservation and environmental load
reduction
¢ Diversifying automotive needs

¢ A declining birthrate and aging population

* Growing awareness of ways to enhance the
quality of life

* Improving public health in emerging countries

Our Solutions

e Materials that help enhance fuel efficiency
and lighten weight

® Materials that contribute to higher
performance, including increased safety
as well as improved design and comfort

¢ High-performance nonwovens for
disposable diaper use

* Hygiene materials that address the
need for increased quality

16  Mitsui Chemicals Report 2016

1976 High-purity terephthalic acid

Ophthalmic Lens Materials
Market Position

Global NO. 1

® Aging societies in developed countries
* Growing awareness toward enhancing the

quality of life
* Growing interest in vision care

¢ High-performance ophthalmic lens materials
that address a wide range of needs

e Vision care-related high-performance,
high-value-added materials




1980 1990 2000 2010

gthen domestic business allia

»2006 Mitsui Chemical Polyurethane established
(the current polyurethane business sector)
Acquisition of polyurethane business from Takeda Pharmaceutical

UeRr (Camzany In slhigaseis esizie g B 2007 Mitsui Chemical Agro established

(the current Mitsui Chemicals Asia Pacific) (Agrochemical business integration with Sankyo Agro)
1988 Company in U.S. established . P 2005 Prime Polymer established
(the current Mitsui Chemicals America) (Joint venture with Idemitsu Kosan for the polyolefin business)

1990 Company in Germany established
(the current Mitsui Chemicals Europe)

1999 Company in China established
(the current Mitsui Chemicals China)

2 ©0000000000000000000000000000000000000000000000000000000000
.

1987 Trebon™ (Insecticide)

v
Strove to establish a global presence as a diversified chemical company

1983 Toner binder 1997 . Accelerating global operations
MItSUIChemlcals -------------------- 0000000000000 0000000000000000000000000000000000000CCS
1987 ICROS™ TAPE established » 2015 Mitsui Chemicals &
i i SKC Polyureth
(for semiconductor manufacturing process) A 2001 STARKLE™ (Insecticide) oy sohé%lr?K (;r;g)s
S A o i LS : P 2013 Acquisition of Heraeus Kulzer
for solar power systems) : 2009 AFFET™ (Fungioide) (Dental materials, Germany)
1987 MR™ series (Ophthalmic lens materials) . 2004 Functional wax by P 2011 Acquisition of ACOMON
3 methallocene catalytic method (Ophthalmic lens materials, Switzerland)
0000080000000000000000000000000000000000000000000000000000 s N
(ZHONGSHAN) established (Healthcare, U.S.)
(PP compounds, China)
p 1996 GRAND SIAM COMPOSITES established P 2012 PRIME EVOLUE SINGAPORE
> 1986 é%\n///?ygsﬁ%s ssalslshEs) (PP compounds, Thailand) established
(PP compounds, U.S.) » 2001 M|TSU| HYGIENE MATERlALS ) > 2011 MITSUI CHEMICALS NONWOVENS
established (Nonwoven fabrics, Thalland) (T|ANJ|N) established (China)
) 1998 The world’s first
1982 Polyethylene film Metallocene catalytic method EVOLUE™
(Gas-phase process) P 2012 SHANGHAI SINOPEC MITSUI

1995 APEL™ (Performance polymers) ELASTOMERS established (China)

1997 Metallocene catalytic method TAFMER™
(Elastomers) & » 2012 MITSUI CHEMICALS FUNCTIONAL

COMPOSITES (Shanghai)

. ovcrscas D » 2001 MITSUI ELASTOMERS SINGAPORE cotablefied  estabished (T, Chine

Began establishing a global 2008 Metallocene catalytic method Mitsui EPT™
production and delivery system

» 2006 SHANGHAI SINOPEC MITSUI CHEMICALS established
(Phenal, Bisphenol A, China)

»1999 MITSUI PHENOLS SINGAPORE established

Dental Materials EVOLUE™ (Highly Functional Hybrid Rice Seeds

Business Bases Worldwide Sealant) Market Position Productivity

24 countries Asia No. 1 1.5 times

® Aging societies in developed countries e Growing awareness of food safety issues o B .

4 : . . nsuring an adequate supply of food against
*Growng aureness of sl e [ » Secung 2 bl ool of 002 e ool 25204009 f s pouaton rowth
e Growing interest in oral care reduction e Safe and stable increase in food production

* High-quality dental materials based on e Packaging materials that contribute to food e High-productivity hybrid rice seedlings
polymer technologies safety and the reduction of loss (non-genetically modified)

e Artificial teeth and dentures that employ e Enhancing food processing productivity ¢ High-performance agrochemicals
CAD/CAM systems that contribute to stable production

Venus” ﬁl

L ]

?

Mitsui Chemicals Report 2016 1 7

I Our Vision

Our Foundation Our Resources Our Operations Our Strategic Focus Our Value Creation Stories Share Our Vision

Financial Section



Creating Value in Targeted Business Domains for Growth

Mobilit
% Global automobile production is expected to increase at an annual rate of 3%. Against this backdrop,

consumer needs are becoming increasingly sophisticated with the market calling for lighter and safer
vehicles that offer more innovative designs and greater comfort. The Mitsui Chemicals Group is drawing on
its broad lineup of materials, superior technological capabilities, and outstanding product quality to deliver
solutions that meet the diverse needs of customers at the earliest possible opportunity.

- : (6]

Mobility Product Lineup (2] o

Although plastic accounts for around 10% (or approximately 100kg)

of an automobile’s total weight, it comprises 70% of the 30,000 o (7) (3]

parts that comprise an automobile. The Mitsui Chemicals Group is (5 (10}

able to meet a wide array of social needs through highly functional

polymeric materials and performance compounds, fields in which (1)

the Group excels. ()

(. . . )
@ World-Leading Product Lineups Tie-up with The Lubrizol

Corporation, the leader in
Global No. 2, Asia No. 1 Global No. 3, Asia No. 2 Asia No. 1 Global No. 1 the lubricant oil industry
(] Bumpers ] interior surfaces J(:] Door sealing  J:]  Fuel tanks =Y Gear lubican i adiives
PP compounds Olefin thermoplastic elastomers Ethylene propylene rubber Adhesive polyolefin Liquid Polyolefinic Oligomer
PRIME POLYPRO™ MILASTOMER™ Mitsui EPT™ ADMER™ LUCANT™
TAFMER™
o Lightweight * Recyclable ¢ Designing ® Easy to process * Moldable of multiple layers o Improved fuel efficiency
 Impact resistant e Designing * Low density, lightweight ® Weather and heat resistant e Lightweight due to resin fuel ® Extended service life
! g i tanks
. J

” n
@ New Product Development o] Exterior materials |

(7] Lithium ion battery (8]  Metal/resin integral Glass fiber reinforced
e in-vehicl camera fenes| safety materil molding parts __Js] Parts around engine[INKaraivaslia
Carbon fiber reinforced
APEL™ STOBA™ POLYMETAC™ ARLEN™ plastics materials, etc.
e Lightweight « Compact e Durable ¢ Safe and reliable e Lightweight  Heat resistance e Lightweight
e Safe and reliable o Lightweight * Reduced production processes * Improved fuel efficiency * Improved fuel efficiency
Steering Member
-
Developing application based on Exclusive license with Industrial Aiming for commercialization for Inserted into water jacket Use for rear-door, hood interior
materials for smartphones Technology Research Institute of automobiles by around 2020 Commenced in FY2014 panels
Adopted in 2016 Taiwan Integral injection molding eliminates Commenced in FY2014
Commenced mass production Working to improve performance; processes using screws or welding
from 2016 developing automotive applications Provides the same strength as metal
*Details can be found in “A History ~ Aiming to commence mass parts at half the weight by combining
\of Development” (Page 25) production by FY2016 nylon resin with aluminum Y,
\OVAr, /.
L3 4
- - Metal-Resin Integration Technology POLYMETAC™

Developed by the Mitsui Chemicals Group, POLYMETAC™ is a met-
al-resin integration technology that can strongly adhere and bond various metals . )

. . ) ) . Lightweight
to resins—an achievement that was not possible using conventional methods. By (Joint)
substantially reducing the number of parts, including bolts and other fasteners, 509
POLYMETAC™ is not only a source of lightweight solutions but also a means to
minimize the number of steps required in the manufacturing process.

In 2015, Aerosense Inc. took the long-awaited step of adopting hybrid prod-
ucts made from carbon fiber reinforced plastic (CFRP) bonded to aluminum
parts using POLYMETAC™ technology in the frames of its new autonomous

Less
joint parts

1/20

More
rigidity

unmanned aerial vehicles. The Group provided total support in shaping and Aerosense Inc.
designing the parts, which greatly enhance the structural rigidity of aerial vehi- Flight
cles while significantly reducing weight and enabling simpler designs. In this Bolt-less distance
manner, the Mitsui Chemicals Group has also helped to extend flight distances. structure +409%

The Group is currently working with component manufacturers to jointly
develop automotive parts using POLYMETAC™ with the aim of having these
parts used in new car models by around 2020.

1 8 Mitsui Chemicals Report 2016



Our Value Creation Stories

Aiming to Become the World Leader in PP Compounds

With a share of around 60%, the Mitsui Chemicals Group’s auto-
motive material PP compound business is the market leader in
sales to Japanese automobile manufacturers while ranking second
globally. The Group has also built up a solid track record in North
America and holds around 30% share in the U.S. automobile man-
ufacturing sector.

PP compounds combine polypropylene with other polymers
and additional agents to achieve functionality and performance
that polypropylene alone is unable to provide. Leveraging its prov-
en expertise in material design technologies in combination with
proprietary resins, the Mitsui Chemicals Group is providing highly

The Group’s Market Share and Automobile Market Growth Rate
Europe 2% t China 4% &

'

* ok

*k ok

*

ASEAN/India 7%

g *k

Y Production base
& R&D base
Figures in blue: Average annual growth rate in the number of
automobiles produced (2014-2020)
Source: IHS Inc
Pie Chart: Mitsui Chemicals Group’s market share (Company estimate 2015)

acclaimed high-quality PP compounds that address various cus-
tomer needs.

Moreover, the Group is building a structure that is finely attuned
to the global strategies of automobile manufacturers. In a bid to
address customer needs in a timely manner, the Group currently
maintains production and R&D bases in eight and five regions,
respectively, worldwide.

The Mitsui Chemicals Group is progressively increasing produc-
tion capacity in line with growing demand and its efforts to
increase its market share. Moving forward, every effort will be
made to identify markets that exhibit continued growth and to fur-
ther reinforce Group operations.

North and Central America 1% #

Japan 0% By

*

Global 3% *

South America 3% ‘

*

Advanced Composites (ACP), a subsidiary based in the U.S., was recognized by automobile man-
ufacturer General Motors (GM) as one of its best global suppliers.

This recognition is bestowed on companies that consistently exceed GM’s expectations by cre-
ating outstanding value and delivering innovative products and services. This is the third time ACP

has received this award following its wins in 2012 and 2013.

Recognized by General Motors as a 2015 Supplier of the Year

Co-creation with Customers

What are customers looking for? What do users really need? Drawing input from a wide range of sources,
including the automobile industry, we are participating in seminars and lectures while taking every opportunity
to promote the exchange of opinions as we work toward creating new value.

n order to create a new vehicle and new value, it is vital that
we team up with a wide range of industries. We are looking
for breakthrough materials that go well beyond conventional
thinking.
Our goal is to contribute to society through innovative vehicles
that incorporate cutting-edge materials. Accordingly, we hold high
expectations of material makers.

; (Lecture held on June 12, 2015)

Kiyoshiba Mase

General Manager

Organic Material Engineering Division
Toyota Motor Corporation

ather than undertake individual surveys to ascertain the
needs of each OEM, | would prefer to see material manufac-
turers put forward proposals that directly tackle specific
issues. Only in this way can we hope to engage in fruitful discus-
sions and debate.
(Lecture held on January 28, 2016)

Masato Ishibashi
Chief Engineer,
Manager

Honda R&D Co., Ltd.
Automobile R&D Center

Mitsui Chemicals Report 2016
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@l Healthcare

Interest in “Health” has grown in response to the low birthrates and aging populations of developed
countries coupled with economic growth in emerging countries. Recognizing the increasingly diverse
nature of the market’s needs, the Mitsui Chemicals Group provides products that help improve the Quality
of Life (QOL) while bolstering health and happiness in an aging society.

High Performance Hygienic Nonwovens That Offer Superior Flexibility and Stretchability

The rate of disposable diaper market penetration in East and
Southeast Asia continues to increase. The popularity of high-quality,
high performance premium disposable diapers made in Japan also
continues to mount, particularly in China. As a consumer product,
disposable diapers must be leak-proof yet breathable enough to
wick away moisture and sweat to prevent rash. In addition to these
basic functions, consumers are looking for nonwovens that promise
more comfort and a soft fit. In meeting each of these needs, the
nonwovens that offer superior flexibility and stretchability developed
by the Mitsui Chemicals Group using its proprietary technologies are
attracting wide acclaim. In order to ensure stable supply amid grow-
ing demand, every effort is being made to maximize the use of the
Group’s three Asian production bases in Japan, Thailand, and China
while continuously bolstering capacity.

New Developments in the Dental Materials Business

Historically, dental materials focused mainly on the “oral repair”
field. And, with a proven track record in Japan that spans 30
years, Sun Medical Co., Ltd., a Mitsui Chemicals subsidiary, enjoys
a high market share. In 2013, Mitsui Chemicals acquired Heraeus
Kulzer GmbH, a comprehensive dental materials manufacturer
ranked sixth in the world and recognized for its strong brand
strength. Currently, digital technologies are also playing an impor-
tant role in the manufacture and supply of dental materials. A
growing number of oral repair products, including crowns and
bridges, are being designed and produced using digital instru-
ments. As a result, the Mitsui Chemicals Group has been quick
address this trend toward digitization. In addition, we are reinforc-
ing activities in such new fields as preventive care, cosmetic den-
tistry, and diagnosis from the more traditional oral repair.

By adding the Mitsui Chemicals’ polymer science technologies
to the strengths of the two aforementioned subsidiaries, the Mitsui
Chemicals Group is working to pro-
mote further innovation in the field of
dental materials. In this manner, we
will deliver products and services
that address the needs of dentists h
and dental laboratories.

—
|
\‘ "

The Mitsui Chemicals Group is strengthening its endeavors to identi-
fy applications in a wide range of new areas, including the medical field.
Moving forward, the Group will work to maintain and expand its top
share of the high performance nonwovens market in Asia.

The Group’s Market Share and Market Growth Rate

market growth
1%

East Asian a

Fy2010

FY2016 estimate

Where It Is Mainly
Used

Gathers
Back sheets

Excellent fit thanks to great
flexibility and stretchability

* Details can be found in “Co-creation with Customers—A History of Development” (page 24)

Next-Generation Healthcare Solutions

Launched in the United States in November 2014, the Whole You™
brand concept revolves around the goal of providing innovative solu-
tions that address issues faced by people with sensory and physical
mobility challenges. As a chemicals company with considerable
expertise in materials, we are striving to help people free their poten-
tial and fully enjoy the possibilities life has to offer. Specifically, we are
leveraging our strengths in material science and processing technol-
ogies to develop innovative materials.

Under the Whole You™ brand, we commenced sales in May
2015 of the Sleep Appliance, an oral device designed to help sleep
apnea patients sleep comfortably and wake up feeling refreshed,
in September 2015 introduced the Nexteeth full denture designed
using CAD/CAM technology to offer more comfort and a fuller
smile, and in May 2016 the Dynamover™ knee brace with unique
five-zone weaving technology to provide the freedom to move the
way you want to went to test market.

From this base in the United States,
the world’s largest healthcare market,
we will help improve the quality of life of
people all around the world.

Whole \7’ou'

Co-Creation with Customers

Jia Yan
Branch manager

The Mitsui Chemicals Group places importance on maintaining direct contact with customers and pursuing

co-creation with retail stores as well as regional lens product manufacturers to track new market needs and create

new value in order to provide and promote materials developed in answer to genuine demand.

| n China, the MR™ Series is positioned as a high refractive index lens material that is

| 0 expected to drive trends in the future. However, our sales staff is having difficulty figuring
out how best to introduce the features of MR™ Series lenses to customers. | am confident

that sales could expand if we were provided with documents and tools that allow us to more easily

explain product features to customers.

Kang Ji Optical shop (Eyeglass retail store launched in 2013)
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A World Leader in Vision Care Materials

The Mitsui Chemicals Group offers a wide range of ophthalmic
plastic lens materials with low- to high-refractive indices. In partic-
ular, our MR™ Series leads the world as a high refractive lens
material, and has attracted wide acclaim as the de facto standard
due to its thin and lightweight properties.

Rather than simply providing lens materials that help correct
vision, the Mitsui Chemicals Group is working diligently to provide

comprehensive solutions that address diverse needs. We are
upgrading and expanding our lineup of high-quality coating materi-
als and developing new technologies and materials that address
the increasingly diverse needs of society as well as calls for
improved health and comfort. Through these means, we are
expanding the potential of lens materials.

Expanding Market Share by Offering a Wide Range of Refractive Lens Materials

Lens materials

G

High plot .

an Excellent optical performance;
refractive 1.67 ) .
index wisai cremices 1IN @NC light IIer?ses even for
Medium 1.60 I strong prescriptions
refractive
index Polycarbonate

MO Chinese standard at a

SOLUTION reasonable price

Low 1.56

Coating materials

High-quality coating materials
that add value to lenses

Thermoplastic sdc Acquired
hard coatings in 2008
Acquired in

ured
coatings [ ti July 2014

Anti-fog coatings f'-s-lf i/;cg(‘)’i'gd

N

45%

Global market share

Developing new technologies that meet various social needs including eye health and aging

refractive - &%
index @ Global standard with
1.50 excellent optical
o — - performance
ass
OVA
N> ‘o
=~ z

(. )

Clear lenses that protect the eyes from a wide range of harmful light

HEV light passes through the cornea and lenses

©Ozone Layer

HEV light
High-eneray visble ight
A

OV-B e
OV-C i

{HEV light
20 3

uvt

500
Visible ight { Infrared

00
Ultraviolet

Clear lenses that protect the eyes
from glare and help enhance
color contrast and brightness

mniLrQsi

Wavelength controlling

Polarization technology
.

technolof
\_ : J

Photochromic technology
\_ W,

JobanPele

_J

\ Harmony with the environment

Photochromic lenses that darken in
Lenses using plant-derived materials

UV light
HEineen
FRODLCT

I I oo

_— 5
DoGreen

Pl rived materials

\_ J

Antonio Carlos Machado Abreu
Director

at appropriate levels are essential considerations when working to forge a definitive presence in

Brazil’s lens material market. Marketing a high-quality product is difficult if the price is set too high. |
would like to see Mitsui Chemicals take the lead in promoting joint development that matches the needs of the
. Brazilian market with laboratories. As a partner, | am committed to working with Mitsui Chemicals to provide
marketing, distribution, and other support.

@ ur company receives of SunSensors™ brand materials. Raising the Group’s profile while setting prices

Macprado (Lens manufacturer established in 1968)
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:Food & Packaging

Rapid growth in the world’s population has led to severe shortages of food, making it imperative for society
to reduce food loss and waste and stabilize agricultural production. Moreover, needs have been rising for
safe and reliable food sources that also have less of an impact on the environment. The Mitsui Chemicals
Group provides products that address these needs.

Global Development of High-Performance Agrochemicals That Help Ensure Food Supply Stability

In fiscal 2015, while domestic market conditions hovered at around
the prior years’ level and the global market looked set for long-term
growth, Brazil's market faltered, with a reversal in its previous
expansionary trend.

Aiming for deeper market penetration, particularly in such
priority areas as India and Southeast Asia, the Mitsui Chemicals
Group, in addition to measures that included establishing local
bases and pursuing tie-ups with local companies, focused on the
development of products that match local needs, technical
promotion and strengthening its overseas development.

In other areas, including the United States and Europe, the
Group continued to collaborate with world-leading agrochemical
manufacturers, including E. I. du Pont de Nemours and Company
and BASF SE.

The Group has successively registered its leading insecticide
dinotefuran and fungicide penthiopyrad in principal markets world-
wide and these high-performance agrochemicals are receiving high
acclaim.

The Group will help ensure food supply stability through
ongoing innovation in the area of high-performance agrochemicals
that demonstrate the utmost commitment to safety and minimum
environmental impact.

ovVA,
N ‘o
=~ z

Global Market Composition and Growth Rates

Africa/  Japan 5.4% Average annual growth rates (2010-2015)
Middl
IdEda:t ‘ Nort North America 3%
ort
4.2% Central & South America  11%

America

Europe 2%
Asia/Oceania 7%
Africa/Middle East 9%
Japan 5%

Growth rate forecast (2015-2020)

World 2.7%
(Phillips McDougall Industry Overview)  Asia 3.9%
Japan 0.3%

The Group’s Sales Growth

16%
FY 2011-2013

2011 No. of new products launched: 27

FY 2014-2016 25
2015 | 36% - No. of new products launched:

No. of new active ingredients: 1
Target
Target : ° ¥100 biltion
FY) FY 2018-2022 No. of new active ingredients: 4

Continual Innovation Leveraging Technological Prowess to Achieve of Active Ingredients with New Modes of Action

The complexity of new active ingredient development is growing
along with the need for ever-higher levels of performance and the
increasing stringency of regulations governing safety and environ-
mental impact.

Resistance to pests and diseases is becoming a global issue
and the Group is working to develop new, high-performance agro-
chemicals that not only are safe and environmentally sound but
possess new modes of action that set them apart from existing
agrochemicals.

The Group’s greatest technological advantages with regard to
new active ingredient discovery lie in the comprehensive strengths
it has gained through experience, for example, its accumulated
expertise and knowledge in a range of cornerstone technological
fields within the domains of molecular design, organic synthesis,
and biological evaluation.

With unigue technologies that elucidate chemicals’ mechanisms
of action, the Group is able to create active ingredients that feature

new modes of action. In fis-
cal 2015, the Group
received an academic award
in connection with the eluci-
dation of the action of tol-
procarb, a new active
ingredient under develop-
ment.

In March 2016, the Group
launched tolprocarb, a new
fungicide to control rice blast disease that is the first of five new pipe-
line products featuring innovative active ingredients. The Group plans
to launch the remaining four pipeline products in succession.

Pesticide Science Society of
Japan (PSSJ) Achievement
Award (Research) 2015

PSSJ Research Paper Award

Study on the structure and insecticide
sensitivity of insect nervous system
receptors

Action mechanism of the novel rice blast

2016 fungicide tolprocarb

Overseas Development and Schedule for New Product Launches

2012 2013 2014 2015 2016 2017 2018 2019 2020-
::rl]iﬁg%ﬁ?:n @ India @ China @ Brazil
Fungici .
pgg?vi‘i:cln%irad @ United States, Canada @ Europe
Next-generation @ Tolprocarb (Fungicide) @ Herbicide @ Fungicide
agrochemicals/
Five new active . .
ingredients @ Insecticide @ Insecticide
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More Functional Food Packaging and Development in Asia

The packaging materials market in Asia has considerable growth
potential as living standards improve and the region develops as a
food processing and export center. Keeping ahead of its rivals, for
fine-tuned response to consumer needs, the Mitsui Chemicals
Group has established production bases in Asia for EVOLUE™,
which has a 60% or so share of the market in Asia as a highly

functional sealant used for the innermost layer of packaging ,and
for the adhesives TAKENATE™ and TAKELAC™. We are bolster-
ing business development in Asia through technical support and
cross-sectional marketing.

Market Growth
TAKENATE™ o,
™ 1 0 / o Market Growth
TAKELAC o
— %
Japan
China (Shanghai) ‘ Marketing base for highly
Market Growth Technical Support Center functional packaging
10%

Thailand
India '
CHEMIPEARL™

T.UX™ ;
Malaysia

TAKENATE™ \
TA

KELAC™

EVOLUE™

TAFMER™

Highly functional packaging meets functionality requirements through the multilayered construction of different materials. We offer

a variety of material solutions to help solve problems.
Highly functional sealant: EVOLUE™ and T.U.X™

Tough, low odor, heat-sealing strength

Enhance productivity by down-gauged packaging and

processing suitability

Resin modifier: TAFMER™

Facilitates easy opening (Heat-seal strength control)

Contributes to high-speed packaging (Low temperature heat sealability),
Enhanced impact resistance

Adhesive resin: ADMER™, TAKENATE™, TAKELAC™, and CHEMIPEARL™

For multilayered structures of different materials

./

ADMER™
.\Taiwan

Singapore

Market Growth
10-15%

Main base for marketing in Asia
Technical Support Center

South East Asia

‘ Production base @ Marketing base

Layers Examples of Materials
L\ Sealant PE
Adhesive Adhesive
f-l\ Barrier EVOH
1-\ Adhesive Adhesive
/ Printing Ink
I'-m Substrate material Nylon, PET, PP

Co-creation with Customers

PPC Public Company Limited is a plastic products manu-
@ facturer established under the name Charoen Pokphand
Petrochemical Company Limited in 1988 in Thailand.
We produce plastic products used in various fields, particularly
products with food-related and industrial applications. Our various
products feature high performance and quality both in appearance
and usability. We aim to offer a positive and satisfying experience for
customers through products that fulfill their needs and that are in
harmony with modern lifestyle needs. We will thus continue to pur-
sue innovation while looking to fulfill our responsibilities to society
and the environment.
CPPC'’s policies and projects call for us to seek out good part-
ners who share our attitude and business principles. We recognize

t

o

Chaipong Chinapapom
4 Vice Chairman
CPPC Public Company Limited

(A plastic manufacturer and member of the
Thailand-based Charoen Pokphand (CP) Group)

that the Mitsui Chemicals Group is a very attractive company that
has business principles in common with our own and has proven
itself in various joint projects with us in the past. With a shared focus
on the environment and product lines that span different industries,
our collaboration will ultimately yield mutual benefits in the form of
cross-industry and commercial innovation. We look forward to fur-
ther business development along with the creation of significant

benefits for society and the environment.
@ development; it needs to create such solutions as more
effective packaging that cuts down on overall plastic con-

sumption. This is a practical goal for the petrochemical industry.

itsui Chemicals needs to be more aggressive in materials

- Mohammad Bin Hashim

Deputy General Manager

Product Development & Technical Division
Daibochi Plastic And Packaging Industry Berhad

(Malaysian packaging manufacturing company that
supplies TAFMER™)
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Co-creation with Customers — A History of Development SSr7

Satisfying the Senses

Nonwoven Fabric Materials Department, Functional Materials Laboratory, R&D Center

/,
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From Basic Functions to Sensory Satisfaction

From 1963 onward, as disposable diapers started to gain popularity as an alternative to
cloth diapers and their fulfilment of such basic requirements as producing no leaks, offering
improved breathability and causing no diaper rash gradually became commonplace,
demand shifted to satisfying such needs as comfort and fit. Through innovative technologi-
cal development, the Mitsui Chemicals Group has successively realized highly functional
and enhanced performance products that have met this demand, leading to its establish-
ment as Asia’s No. 1 maker of high performance nonwoven for premium diapers.

In 2016, the Company received a Special Technology Prize at the Japan Chemical
Industry Association (JCIA) Awards for the development of the world’s first practical nonwo-
ven fabric that, in addition to the conventional functions, displays “gentleness to the skin”
as well as “amenability of design” and that succeeded in improving “amenity.”

What is meant by “gentleness to the skin” in this context? It encompasses a level of
comfort that precludes the development of rough skin, specifically, softness when in direct contact with the skin and an excellent fit that
allows the diaper to follow the body’s contours and movements without compromising that softness. Translating “gentleness to the skin”
into the measurable evaluation indices of smoothness, fluffiness, and flexibility, the Company utilized original resin design technologies
and controlled the fiber configuration to successfully develop an innovative, high nonwoven.

» >

Birth of Stretch Nonwovens

The pursuit of diapers with “underwear-like comfort” brought drastic changes to the market as
manufacturers tried tighter-fitting designs, including the widespread use of string rubber and
stretch film with poor breathability. The Mitsui Chemicals Group’s response was to begin develop-
ing stretch nonwovens in the latter half of the 1990s.

Although the process would be beset with difficulties, we took on the challenge of creating non-
wovens incorporating special resins, an area other companies were not exploring, with an eye to
achieving a balance between stretchability and gentleness to the skin as well as to creating dis-
tinctive products that would set us apart. To enable mass production, we repeatedly enhanced
resin design, production facilities, and processes. One innovation was the introduction of technol-
ogy commonly used in an unrelated industry on the recommendation of an equipment manufac-
turer with whom we have had a long-standing relationship. We improved on this technology, which
went on to be adopted for essential processes. This flexibility that allows us to incorporate external
networks and technologies from different fields is one factor that has led to our current success.

We carried out a successful trial production run in 2005. Following test sales, market release
came in 2007. Adoption has been expanding in earnest since 2010. Today, we are continuing to
pursue development, and are now creating nonwovens that offer improved elasticity and combine
current stretchable fibers with fibers that have a positive bearing on comfort and durability.

Toward Meeting More Sensory Needs

“I would like a nonwoven fabric that is both thick and thin.” This seemingly contradictory request
from a customer came as a response to a survey of consumers to determine their desires at every
stage from buying diapers to disposing of them. “When making a purchase, | would like the packs
to be compact, but filled with as many diapers as possible. | would however ask that each diaper
have a full, thick, and soft feel when removed from the pack.” More simply put, what we arrived at
was customers were concerned with the cushioning and smooth properties of diapers. Using
these as indicators, we developed and repeatedly tested helically shaped, three-dimensionally
controlled crimped fibers. The helical structure produces a fabric that is thick and soft at rest, but
thins when pressed even lightly due to the same principles that govern springs.

The most important thing is for the diaper to be flexible when it reaches the end consumer. For
that reason, feedback from dialogue with consumers is reflected in the diaper design process and
collaborating with them is essential.

Flexible nonwoven fabric with unprecedented three-dimensional fluffiness through the use of
helical fibers. Highly stretchable nonwovens that offers the characteristics of plastics thanks to the
use of two types of fiber. Both achievements represent agglomerations of know-how that other
companies cannot produce. We are proud that the Group’s high performance nonwovens, which
draw on our knowledge as a resin manufacturer, have made possible a new design of diapers that
are both fluffy and slim.

We want present and future customers to be satisfied with our products. With that thought in
mind, in the years to come we will continue to develop further improvements in quality to meet
| diversifying needs.
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Taking on the Challenges
Presented by Lenses for Automotive Cameras

Hard Polymer Department, Polymeric Materials Laboratory, R&D Center

Specific Characteristics Demanded of Automotive Lenses

A transparent optical resin (cyclo olefin copolymer), APEL™ features high refraction

and low birefringence while displaying excellent moisture-proof properties and resis- View camera Sensing camera
tance to chemicals. The product commands an overwhelming share of the market for
pickup lenses for optical discs while boasting a high adoption track record for use as
convex imaging lenses for mobile cameras, such as those installed in smartphones.

The next target market for APEL™ is that for automotive lenses, the installation of
which is expected to rapidly increase. APEL™ will enter the market via view cameras—
used to record and display information from inside and outside a vehicle on an in-
vehicle display—and sensing cameras—used to detect, analyze and automatically
control data from inside and outside a vehicle. In-vehicle camera View camera

With autonomous driving coming ever closer to realization at an ever accelerating
pace, customers are demanding performance improvements, particularly with regard
to the cameras that form driving support systems. Unlike the features needed for
smartphone applications, such as thinness and image quality, the top priority for lens-
es for automotive applications is long-term reliability. Performance requirements
regarding environmental resistance, such as to heat and humidity, as well as resistance
to yellowing and deformation are also remarkably high. Current glass lens performance
exceeds that obtainable from plastic.

With annual production of automotive cameras forecast to more than double from
the current 80 million units by 2020, it is however expected that the replacement of
glass with plastic lenses will accelerate because of the freedom of design plastic
enables as well as greater compatibility with mass production and cost benefits.

The Mitsui Chemicals Group began designing lenses specifically for the automotive
sector in 2013. At first it proved difficult to achieve high levels of both optical perfor-
mance and environmental resistance, but through repeated trial and error experiments
we were able to meet customers’ demanding performance requirements.

Our accumulated know-how as a resin manufacturer has been key to our success; it took us only six months to secure the capability
to deliver the required performance, including heat and environmental resistance. By autumn 2014, we were able to set our sights on
mass production, having chosen to adopt APEL™ as the best possible material for automotive lenses. Mass production will start in fiscal
2016, and it is expected that the APEL™ lenses will actually be installed in automobiles in fiscal 2017.

.

Source of Development Capabilities

Several relationships of trust were major drivers behind the success of our development efforts.

The first relationships of trust were those with customer lens makers. The creation and testing of trial
products was greatly aided by these customers supplying us with actual lens molds that we could use
to design and manufacture evaluation molds. When pursuing product development aimed at fulfilling
customer specifications, it is best to be able to make and evaluate in-house the exact same products
and techniques the customer will use. We were able to work so closely with our customers thanks to
years of work building relationships of trust. We were under pressure not only because of the stringent
requirements; customers had great expectations of APEL™, and our commitment to meeting those
expectations strengthened our resolve.

Another set of relationships of trust is internal, held together by communications between the Group’s
manufacturing, sales and research departments. In this regard, sales representatives take steps to quickly identify the evaluation sched-
ules of customers and to then share this information with research and production units. Supporting such communication, we promote a
unified development approach. As a result, even as it was operating at full capacity producing lenses for smartphones, the Manufacturing
Department was able to complete trial products on the shortest possible schedule using the plant’s existing equipment.

The development activities that began in spring 2013 are a prime example. The fact that we were able to make important decisions in
a time frame of less than one year reflects the strong relationships of mutual trust and shared vision among all those within and outside
the Group involved in the decision-making process.

Relationships of Trust That Will Gain in Value

A resin manufacturer’s interest does not end with merely selling its product; ultimately,
the manufacturer’s success rests on the resin it has sold performing to specifications,
in this case as part of the automotive camera or sensor that is the end product. It is
essential that the manufacturer be able to ensure the ongoing stable production of
lenses with the precision that customers demand. For that reason, we constantly strive
to further improve our products’ physical properties in terms of compatibility with the
processing equipment and ease of production. Also, to circumvent delays due to man-
ufacturing hiccups, we are always working on improvements with production equip-
ment manufacturers.

Ultimately, we want to produce lenses with the specific optical characteristic of
never blurring, no matter how intense the heat and humidity. The Group will fine tune
APEL™ as a lens material with an established presence and accelerate improvements
in performance of automotive cameras and sensors.

.Mhemicals Report 2016
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Strategies Aimed at Creating New Value

New Business and Product Creation Strategy

The creation of new businesses and products is essential to the transformation of the Group’s business portfolio and achieving
operating income of ¥100 billion around 2020, two key objectives under the 2014 Mid-Term Business Plan.

The Mitsui Chemicals Group is promoting marketing-driven R&D. To create new businesses and products, the Group is focus-
ing its attention on uncovering where market opportunities lie and identifying exactly what customers need. (p. 53)

Building Technology Platforms

Realizing an Organizational Structure That Ensures
Effective Solution Proposals

The Mitsui Chemicals Group maintains a wealth of technologi-
cal expertise that serves as the wellspring of its product and
service creation capabilities. When creating new businesses
and products, the Group draws on the strengths of its individu-
al and combined proprietary technologies. In areas where the
Group is weak, considerable importance is also placed on
combining its internal resources with external technologies
through a process of open innovation. To this end, the Group
has taken stock of its internal technologies and put in place
technology platforms. Efforts to strengthen and acquire tech-
nologies and to develop human resources are based on these
technology platforms. In addition, the Group’s technology plat-
forms are playing a key role in accelerating product develop-
ment that combines multiple technologies, materials, and
solution proposals.

Objectives for Building Technology Platforms

e Take stock of existing technologies in order to uncover areas
that need to strengthened and identify technologies that need
to be acquired while implementing measures aimed reinforcing
and securing technologies

* Develop and acquire necessary human resources and build a
development pipeline

e Accelerate the pace of composite product development by
combining multiple technologies

itsui Chemicals Report 2016

The Mitsui Chemicals Group established the R&D Center in
fiscal 2015 in order to strengthen collaboration across the
Group’s network of laboratories and ensure the efficient appli-
cation of its various technologies. In addition, business seg-
ments have adopted a revised market-oriented organizational
structure while the various R&D divisions have been reorga-
nized by function and technology.

Through this reorganization, the Mitsui Chemicals Group has
put in place a comprehensive structure that recognizes the
need to advance solution proposals that combine the strengths
of the Group’s technologies, materials, and services to address
market needs.

Looking ahead, the Mitsui Chemicals Group will continue to
put forward solutions based on material and product innovation
as it strives to address a wide range of social issues by
promoting increasingly close-knit ties between research and
marketing.

Mitsui Chemicals Named as Thomson Reuters 2015

Global Top 100 Innovators

Mitsui Chemicals was named one of 2015’s Top 100
Global Innovators by Thomson Reuters, one of the world’s
leading information services companies. Based on patent
data, the Top 100 Global Innovator Award recognizes the
world’s preeminent companies in terms of intellectual
property.

Of the four selection criteria, Mitsui Chemicals received
particularly high marks for exceptional growth in “global
reach” and “invention influence.” In particular, Thomson
Reuters recognized how Mitsui Chemicals’ aggressive
intellectual property strategy focused on the international
market and the commercialization of its innovations is
having profound effects on the global market.

The aim of Mitsui Chemicals’ intellectual property strat-
egy is to build up and maintain an intellectual property
portfolio that will give it a sustainable competitive advan-
tage, an outcome closely related to the successful trans-
formation of its business portfolio. Mitsui Chemicals
appreciates Thomson Reuters’ recognition of its efforts
and will continue to pursue the creation of new customer

value through innovative

R&D as well as intellec-
tual property activities.
GLOBAL INNOVATORS

(p. 54)

Shigeru Isayama
CTO & Senior Managing Executive Officer
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SV\ ’/01 The Mitsui Chemicals Group reorganized its development operations across the board in fiscal 2016. Restructuring
and newly establishing platforms, the Group has put in place the four New Mobility Business Development, New
Health Care Business Development, Next Generation Business Development and Robot Materials Business
Development divisions with the aim of accelerating new business creation.
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Next Generation Business
Development Division

The Mitsui Chemicals Group launched a new diagnostics and con-
sulting business for photovoltaic power generation in March 2014.

The Mitsui Chemicals Group has been providing the world with
encapsulant sheets for solar cells for more than 25 years. Drawing
on this proven track record, the Group is well-versed in the damage
that long-term outdoor exposure can have on solar panels. In addi-
tion, the Group maintains several solar power generation facilities,
including the Tahara Solar-Wind™ solar power generation facility. The
Group thus boasts considerable expertise in key areas related to the
development of power generation facilities, including their repair and
maintenance. Applying this knowledge and in tune with the life cycles
of photovoltaic power generation facilities, we
also provide consulting services from a third-par-
ty perspective.

The feed-in tariff (FIT) scheme for renewable
energy was launched in July 2012. As a result,
activities in connection with the planning and
construction of photovoltaic power generation
facilities have risen dramatically. Because a sig-
nificant percentage of the photovoltaic power
generation facilities constructed since 2015 have
been located on sites with a considerable incline,
including golf courses and mountainous regions,
construction and maintenance costs associated
with such facilities have increased. At the same
time, electricity purchase prices under the FIT
scheme have declined. For these reasons,

and maintenance

Diagnostic of solar panel
quality and reliability,
Acceptance diagnos

Evaluates quality
(long-term performance,

facilities

Evaluates power generation facility plans, including facility
design, expected electric power generation capacity, repairs,

Diagnostic of the power
generation f: plan

i

quality control) of solar panels
installed at power generation

Diagnostic of the power /
generation facility

Evaluates progress reports and current status of construction work to
determine whether facilities are being built in accordance with plans

interest in the Group’s power generation facility plan diagnostic ser-
vices has grown as both domestic and international business opera-
tors with a high degree of expertise in the field increasingly enter the
market.

The Tokyo Stock Exchange established a new market for infrastruc-
ture funds in April 2015 and saw the first public listing of a photovol-
taic power generation facility fund in June 2016. This triggered
considerable activity in the secondary market and an acceleration in
the purchase and sale of photovoltaic power generation facilities. Due
to a rise in the incidence of defects resulting in a drop in power gen-
eration capacity at facilities while online, the Group is enjoying a
steady increase in requests for the performance of due diligence
(asset value assessment) from entities active in the secondary market.

Through this business, the Mitsui Chemicals Group will contribute
to the stable development and operation of photovoltaic power gen-
eration, which plays an important role in the renewable energy field.
Evaluates operating performance of power generation equipment and

facilities, future power generation capacity as well as essential repairs and
maintenance

Operation end

=

Solarspower
generation

Power gen
technology

tion facility
ue diligence

Plan (Design)

Resale,

Construction I
Securitization

Acceptance

Operation
inspection

Q] Diagnostic of the power

generation data

Evaluates to determine whether power generation
capacity is in accordance with plans
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environment. For example, for Tsukuba Challenge 2016, in which g
Topics autonomous mobile robots were tasked with clearing various hurdles 8
Robot Materiald Business while coexisting with people in urban settings, we provided shock- 5
DevelopmefitBivision absorbing bumpers equipped with built-in in-house developed piezo- o
electric fiber sensors and are now evaluating those sensors’
Robots are attracting attention as a method for alleviating social usefulness. In addition, we have deployed a service robot created by
problems, such as declines in working populations as well as lower the Robot Materials Business Development Division at exhibitions
birthrates, and growing numbers of the elderly. Robots are already and other events that is playing a role in uncovering issues and gath-
assisting people in a variety of settings, and some researchers predict  ering feedback that can be used to develop new technological §
that a society in which people and robots coexist is not too far in the breakthroughs and reveal potential needs relating to materials. g
future. With regard to industrial and service robots, there are emerg- With regard to cooperation between industry and academia, we are 2
ing needs, including for stringent safety precautions when consider- progressing with basic research on pneumatically driven robotic arms T
ing their co-existence with people as well as for better performance. in collaboration with Professor Sadao Kawamura (a former president 3
Aiming to respond to those needs, the Mitsui Chemicals Group of The Robotics Society of Japan) of Ritsumeikan University and
established the Robot Materials Business Development Division in Professor Yoshiro Tajitsu of Kansai University. This research is
April 2016. Transcending organizational boundaries, the new division  expected to lead to the creation of new robotic arms that will be able
integrates the Group’s materials, processing, and analysis technolo- to work side by side with people.
gies and, when advantageous, proactively pursues collaborative We are confident that these initiatives will not only lead to improve- s
activities with entities from other industries as well as projects involv- ments in robot safety and performance, but help robots spread to =
ing academic and government concerns. Working to provide not every corner of society and contribute to social development. 2
only materials but also robotic parts processing, we will furnish total ,§
solutions to the robot industry. L - 5
In the field of industrial robots, we began the supply of soft exterior - ©
covers for robots that work with people. Our products were chosen for
their achievement of a superior balance between the design specifica- b
tions, elasticity, and durability demanded by the customer. Moreover,
aiming to strengthen the international competitiveness of Japanese \ -
industrial robots, we have joined a multi-industry project team set up -%
within the Japan Robot Association (JARA) that is researching such ' 3
elemental technologies as next-generation robot materials. ®
In the field of service robots, we are advancing the development of 2
sensors that ensure robots are aware of people and their surrounding Photo courtesy Mitsubishi Electric Photo courtesy Ritsumeikan University ugi

Corporation
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Initiatives Aimed at Addressing Key Issues

Selection of Key Issues (Materiality)

By engaging in business activities that emphasize the balance
between economic, environmental, and social considerations,
the Mitsui Chemicals Group is reinforcing its management
foundation.

activities in order to secure the sustainable development of
society and of the Group, we are focusing on realizing “a cohe-
sive society that is in harmony with the environment,” “health
and happiness in an aging society,” and “industrial platforms
Since establishing a dedicated CSR that are in harmony with local communities.”
department in 2005, the Mitsui Chemicals \pﬁﬁ'ﬂ Coy, Looking to realize these aims, we selected a number of key
Group has engaged in CSR activities based ab “-‘-.;_‘ issues (Materiality) to address. With reference to a number of
on the Group’s concept of realizing its cor- = y - international guidelines, the Group took into consideration the
porate mission through its main businesses. h qualities that distinguish its businesses and the characteristics
In 2008, Mitsui Chemicals became a signa- “?.ay-qé" of the areas in which it operates—factors that greatly influence
tory to the United Nations Global Compact Bsar Jaan how its business activities contribute to society—as well as the
and has endeavored to meet the growing WE SUPPORT opinions of stakeholders. In the years to come, in addition to
call for international guidance. reflecting changes in society and changes in the Group’s busi-
When drawing up the fiscal 2014 Mid-Term Business Plan, ness activities, we will reassess the materiality of these issues
we took stock of our Corporate Vision. Having thus identified as necessary.
the social issues we must help resolve through our business

w

Referencing international guidelines, we identified issues. We identified social issues that the chemicals industry must
contribute to resolving through business activities during the process of drawing up the 2014 Mid-Term Business Plan.

Step'1
Identification

We evaluated specific issues, looking to prioritize them. We then selected 23 key issues based on their

importance to stakeholders (S) and to the Mitsui Chemicals Group (M).

S: The degree of importance placed by stakeholders on each issue and what initiatives stakeholders require the
Mitsui Chemicals Group to take.

M: Evaluated with reference to the Corporate Mission, Action Guidelines, and business strategy.

Step 3

Validation We solicited opinions from outside experts and confirmed the validity of issues at the CSR Committee.

The CSR Committee conducts reviews of these activities, regularly checking that we are complying with social
conditions, identifying targets, and confirming progress toward realizing targets.

Identification of Key Issues (Materiality)

We organized the selected key issues into the three categories
presented below while designating corporate governance and
risk management as fundamental group-wide issues.

Through initiatives addressing these key issues, we are con-
tributing to the resolution of issues identified in the Sustainable

Step 4
Review

Development Goals (SDGs) formulated in 2015 and are aiming
to promote the sustainable growth of both society and the
Group through our business activities.

Importance to the
Mitsui Chemicals Group

L2 5
§5 ¢
5 E Measures to address climate change Low environmental-footprint products and
:‘g e (reducing GHG emissions) services
(2]
5 ; Air environment preservation Development of renewable energy
o) C
2 E i Water resource protection and control Shift to urbanization and smart cities
$2 Related issues
E § § Biodiversity Declining birthrate and aging population
©
Low High Industrial waste control Quality of life (QOL)

Efficient use of resources

Advancement of medical and
pharmaceutical fields

Stable supply of industrial materials

Food problem

Optimization of domestic production

Safety and prevention

CSR procurement

Product stewardship

Compliance

Quality of products and services

Employment and human resources

Labor conditions

Corporate governance

Communication with society

Risk management

To track contributions to the resolution of social issues the Group has made through business activities, we are creating indica-
tors. One such indicator is Blue Value™, which calculates product value in terms of contribution to the environment.

For more detailed information on our key issue (Materiality) initiatives,
please visit the relevant page on our website.
http://www.mitsuichem.com/csr/materiality/
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Quantifying our Environmental Contributions

Creating a Better Future with Blue Value™

To help realize a sustainable society that is in harmony with the
environment, the Mitsui Chemicals Group developed Blue
Value™, which provides a way of sharing value with stakehold-
ers by visualizing how the environmental orientation of products
can be furthered.

Many chemical products find use as final products following
their manufacture and initial processing; however, many others
are further processed and undergo several life cycle stages
prior to disposal. We endeavor to anticipate and visualize what
kind of environmental loading reduction can be made. By shar-
ing that information with stakeholders we hope to join them in
making our products even more environmentally oriented.

To assess the environmental impact of products and tech-
nologies, the Group applies its exclusive mitsui Sustainability

Assessing Environmental Contributions throughout Product Life Cycle Stages

q

m-SI*

B Manufacture[ll Processing [l Use [l Disposal

Raw
Materials

Environmental impact
through life cycle
assessment (LIME2)

N B

Global warming
Depletion of resources/fuel
Waste

4+

Pollution, etc.

Protect resources

Index (m-Sl), which evaluates products and technologies based
on three environmental contribution elements—COz2 reduction,
resource protection, and coexistence with nature. Products
that are certified as exhibiting Blue Value™ are considered
complete products and technologies.

¢ Quantify levels of environmental contribution
throughout product life cycle stages, from
development to disposal

* Ensure that stakeholders know and understand how
the Group is making significant contributions to the
environment through product development and
release as well as the provision of services

¢ Develop a Blue Value™ Chain to support a

sustainable society coexisting in harmony with the
environment

Aims of Blue

Value™

Blue Value™

3 Environmental contribution

standards

Reduce CO2

issi Low carbon iet
emissions ow carbon society

Recycling society

JUSWIUOJIAUD
a3y} yum Auouuey

Harmony with

ul A1e100s 8AISBY0D

nature

Natural symbiosis society

Our Vision
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*m-Sl: Mitsui Sustainability Index established in 2013

The expansion of Blue Value™ products not only allows us to
quantify our level of contribution to the environment, it is indica-
tive of our steady progress toward helping realize a sustainable
society that coexists in harmony with the environment. This
year, we set our targets up to and including 2020.

Increasing the value added of its Blue Value™ products, the
Group will share the Blue Value™ brand with its many stake-
holders while aiming to further deepen and expand its engage-
ment in joint environmental load reduction.

va
w01z,

In terms of global market share, the Mitsui Chemicals
Group’s PP compounds for automotive applications rank
second. PP compounds are utilized in many automotive
components, including instrument panels. Up to around 30
years ago, the plastics used in instrument panels were main-
ly high-density engineering plastics. Since that time, techno-
logical advances have led to them being superseded by
low-density PP compounds, resulting in instrument panels
that are 15% to 16% lighter.

Through further technological innovation, the Group has
developed a PP compound that enables the painting pro-
cess to be eliminated.

As plastics are easily scratched, conventional plastic
automotive components often must be painted. The painting
process requires the use of volatile organic compounds
(VOCs) and leads to the emission of greenhouse gases

(Billions of

yen)

400

Blue Value™ Sales
== Blue Value™ Percentage of Sales
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@
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Blue Value™-Certified Product, No-Paint Instrument Panel Materials for GHG Reduction

(GHGs), which are contributory factors to air pollution and
global warming, respectively. The Group’s no-paint instru-
ment panel materials thus enable a reduction in environmen-
tal impact. By eliminating the painting process, we have
achieved a 13.3% reduction in GHG emissions for our cus-
tomers at the processing stage.
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Message from the President

Creating New Customer Value
through Innovation

The Mitsui Chemicals Group is endeavoring to help resolve a variety of
social challenges through our business activities. In this regard, every effort
is being made to ensure the sustainable growth and development of both
society and the Group.

In fiscal 2015, the second year of its 2014 Mid-Term Business Plan, the Mitsui Chemicals Group reported
steady progress in transforming its portfolio. Throughout the fiscal year under review, the Group worked
diligently to carry out key elements of the plan by expanding targeted business domains to drive growth and
restructuring its bulk and commodity product operations in the Basic Materials Business.

Under the 2014 Mid-Term Business Plan, the Mitsui
Chemicals Group is committed to “Creating New Customer
Value through Innovation.” Guided by this overarching theme,
the Group is transitioning from its former product-oriented
approach to a market-oriented approach. Looking at every
facet of its operations, including technologies, products and
services, the Group is taking into consideration such wide-
ranging factors as utility value to end consumers as it works
diligently to build an innovative business portfolio that is capa-
ble of maximizing sustainable earnings by providing optimal
solutions that deliver value and address profound needs.

We have defined those domains in which we are able to
leverage the strengths of the Group’s robust platform as our
“Optimum Business Portfolio.” This portfolio comprises the
three “Mobility,” “Healthcare” and “Food & Packaging” target-
ed business domains that are expected to drive growth along
with the “Basic Materials” business, which supports both
industry and society.

30 Mitsui Chemicals Report 2016

Based on our “New Business and Product Creation
Strategy,” we are working to entrench the Group’s focus on
market-driven research and development while simultaneous-
ly creating core businesses that will provide value and
address profound needs in the future. (See p. 26)

Naturally, we recognize the critical role that a robust man-
agement foundation plays in ensuring sustainable growth and
development and addressing changes in the environment.
Under the 2014 Mid-Term Business Plan, we will endeavor to
nurture a diverse pool of human resources capable of excel-
ling on the world stage as a part of efforts to push forward
our “Business Support Strategy,” which is designed to rein-
force our financial, information and organization platforms.
With safety as a top priority, we will also promote our
“Production and Technology Strategy” in order to strengthen
our competitiveness. In a bid to bolster our business plat-
form, we are therefore working diligently to clarify and carry
out each of the aforementioned basic strategies. (See p. 52)

Tsutomu Tannowa
President & CEO



Our Strategic Focus

UoISIA INQO

UoIsSIA INQ

(0]

us

S81I01G Uoneal) anjep JnQ

snoo4 o1bajens Mo

suonesadQ JNQO

$90In0say JNQO

uonepuno4 InQ

uonoag Jeloueul



Fiscal 2015 Overview

In fiscal 2015, operating income came in at ¥70.9 billion, up 69% compared with the previous fiscal year. This
result surpassed the fiscal 2016 target of the 2014 Mid-Term Business Plan.

With such positive factors as lower raw material costs and the weak yen, the Mitsui Chemicals Group has taken
significant steps toward ensuring that its business portfolio is less susceptible to changes in economic conditions,

an overarching theme of its 2014 Mid-Term Business Plan.

Looking at the global economy, the United States, Europe and
especially the United Kingdom and Germany saw modest but
constant recovery in fiscal 2015. In contrast, economic growth
continued to slow in China and other emerging markets. In
Japan, the economy continued to gradually improve amid a rise
in corporate earnings and an improvement in the employment
environment.

Under these circumstances, the Mitsui Chemicals Group
worked intensively to expand business in targeted business
domains for growth while also restructuring the Basic Materials
business. As a result, earnings grew in each business.

In the Mobility domain, functional polymeric materials products
and especially polypropylene compounds and elastomers con-
tributed to steady returns on growth-oriented investments
aimed at capturing increased demand driven by expanding
automobile production and sales, particularly in North and
Central America. Looking ahead, we will continue to reinforce
our capacity when appropriate in line with the timing with our
customers’ needs. In response to the increased use of electrical
components in automobiles and the growing focus on such
new trends as automated driving systems, we will strive to
deliver a broad product lineup that offers a higher level of
sophistication while putting forward comprehensive proposals
to resolve a host of social issues. (See pp. 18 and 42)

In the Healthcare domain, sales volumes of ophthalmic lens
materials and nonwoven fabrics for hygiene materials grew
steadily due to increased overseas demand. Commercial oper-
ations commenced at a large-scale facility producing XDI, a
principal raw material used in the manufacture of high-refractive
index lens products. Turning to the Group’s highly functional
non-woven fabrics used in premium disposable diapers, the
decision was made to expand capacity at two production facili-
ties in Japan as well as a breathable fim facility in Thailand. In
this manner, we are doing all that is necessary to secure a sup-
ply structure that is capable of maximizing the benefits of robust
demand. In dental materials, there were signs of a delay in
meeting profit targets set when businesses were first acquired.
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The Group is looking to improve business performance in this
area by identifying all relevant issues and implementing effective
measures. (See pp. 20 and 44)

In the Food & Packaging domain, specifically agrochemicals,
the Mitsui Chemicals Group enhanced its overseas bases by
stepping up its investment in the Brazilian company Iharabras
S.A. and acquiring additional shares of the Thai company Sotus
International Co., Ltd. We are working to further develop our
overseas operations involving existing products. Plans are also
in place to release new products as part of efforts to create a
new pipeline. Sales trends affecting the functional films and
sheets used in food packaging materials as well as such elec-
tronics products as smartphones were firm. This, in turn, helped
to expand earnings. Moving forward, we will strive to expand
our activities in high-value-added areas. (See pp. 22 and 46)

In the Basic Materials domain, positive effects have steadily
materialized thanks to the establishment of an optimized
domestic production system, efforts to maintain stable opera-
tions at full capacity, and the implementation of other business
restructuring measures. The Mitsui Chemicals Group recogniz-
es that the Basic Materials domain is the wellspring of its manu-
facturing activities and the foundation on which all industries
stand. In order to broadly provide materials and technologies
both within and outside the Group, every effort will be made to
further stabilize our earnings structure. (See p. 48)

Under the 2014 Mid-Term Business Plan, we have continued
to promote global management and worked diligently to
expand our overseas business in line with the strategy of each
business. As a result, overseas sales as a percentage of total
sales has risen to 45% in 2015.

We will continue to promote measures aimed at transforming
our business portfolio with the aim of securing sustainable
growth and direct our energies toward further expansion.

Europe Other 1%

Americas

Overseas
Sales
45%

Asia: Excluding Japan and China

FY2015 Consolidated Sales
¥1,343.9 billion



Accelerating the Pace of Business Strategy Implementation

Overhauling Our Governance Structure

Based on its Corporate Governance Guidelines established in September 2015, the Mitsui Chemicals Group
undertook a review of its corporate governance structure. Every effort was made to put in place a flexible
management structure that exhibits increased transparency and is capable of making bold decisions in a timely
manner.

In April 2016, we took steps to restructure our organization and established four business
units to pursue synergies between businesses and accelerate the pace at which we trans-
form our portfolio.

We also undertook a review of the effectiveness our management structure with regard
to strengthening corporate governance and ensuring that oversight is conducted in a timely
manner. Until now, each in-house member of the Board has been responsible for oversee-
ing both the monitoring and executive functions of particular businesses. With the decision
to restructure, steps have been taken to draw a greater distinction between supervisory
and executive responsibilities. Members of the Board are now asked to focus on business

Outside 2
2015 2016
(Total 9) . (Total 8)

Internal 7 Internal 5

Strengthening the Board of Directors
by Altering the composition

Changes to Business Plan Systems

oversight while the authority delegated to executive officers has been expanded to allow
them to better concentrate on business execution. This structure ensures the speedy
implementation of Group strategies. Moreover, we have reduced the number of internal
directors while increasing the ratio of outside directors. In doing so, we have strengthened
the monitoring and oversight functions of the Board of Directors.

The Mitsui Chemicals Group regularly evaluates the effectiveness of
its governance. Outside directors review the results of each evaluation
and the Board of Directors serves as a forum at which future issues

3 and measures are deliberated upon. Moving forward, we will continue
to do what is necessary to further enhance the oversight function of
the Board. (See p. 64)

The Mitsui Chemicals Group has changed its business plan system from a mid-term structure covering a three-
to four-year period to a rolling review structure that looks three years into the future and is formulated at the
same time each annual budget is drawn up. This allows us to better adapt to changes in our operating
environment while increasing the speed and precision at which we carry out strategies.

Increasing uncertainty, beginning with movements in foreign
currency exchange rates and crude oil prices, continue to neg-
atively impact the operating environment surrounding the Mitsui
Chemicals Group. With economic conditions shifting at a dizzy-
iNng pace, it has become extremely difficult to predict the future.
Under these conditions, the value of numerical targets becomes
rather pointless. Far more important are the timing and effect of
actions taken in response to changes in the operating environ-
ment. In accordance with the rolling business plan system, the
Group will commit to numerical targets limited to the first year of

each plan. Targets for the second and third years will be
reviewed thereafter, taking into account changes in business
conditions as well as the Group’s strategies. With this in mind,
we have identified targets through to fiscal 2018.

This is not to say that we are focusing entirely on the pres-
ent. In order to effectively utilize this rolling system, we must
place equal emphasis on the short and long term when deter-
mining an optimal direction. Currently, we are taking steps to
put in place a long-term vision that carries the Group to 2025.

2011 Mid-Term Business Plan
2014 Mid-Term Business Plan

2016-18
G IERID,
\

Responding to changes in the environment and
accelerating the pace at which strategies are

implemented by reviewing business plans on an annual basis

2018-20
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Toward Sustainable Growth

As with our fiscal 2016 operating income target of ¥70.0 billion, we will look to achieve our 2020 operating
income target of ¥100.0 billion in advance of the stated fiscal 2019 deadline. We will work diligently to realize
sustainable growth through our business activities for both society and the Group.

In fiscal 2016, the global economy is showing signs of
increased instability. In addition to the decision by the United
Kingdom to leave the European Union, trends in foreign curren-
cy exchange rates and business conditions remain unclear.
Taking each of these factors into consideration, the danger of
increased downside risk seems very real. Despite this forecast,
the Mitsui Chemicals Group is projecting operating income and
profit attributable to owners of parent to come in at around
¥70.0 billion and ¥36.0 billion, respectively, roughly the same
levels recorded in fiscal 2015. The Group’s operations are cur-
rently progressing steadily. This is largely due to higher sales,
the effects of such factors as the shutdown of Kashima Works,
and the suspension of MDI production at Omuta Works as well
as the positive flow-on effects of measures implemented in
each business domain. While growth investments already made
are expected to contribute progressively to profits, we believe
that efforts to accelerate the pace of new business and product
creation will play an increasingly important role from fiscal 2017.
Looking ahead, we will work diligently to achieve our targets in
advance.

In 2015, the call was made to all stakeholders in the interna-
tional community to participate in achieving the 17 sustainable
development goals (SDGs) that stand at the heart of the
“Transforming Our World: The 2030 Agenda for Sustainable
Development” adopted during the United Nations Sustainable
Development Summit in September 2015. In addition, the Paris
Agreement within the United Nations Framework Convention on
Climate Change held in December 2015 was adopted by con-
sensus by participating developed and emerging nations.

Representative of a growing trend, 2015 was a historic year
that saw all stakeholders in the international community coming
together to voice their concerns regarding such wide-ranging
issues as poverty, hunger, natural resources and energy, climate
change and the environment, and the need to secure a sustain-
able society.

The Mitsui Chemicals Group is, in turn, committed to engag-
ing in balanced management while actively addressing the envi-
ronmental and social concerns of its stakeholders. Moving
forward, the Group will make every effort to secure the sustain-
able growth and development of society and the Group through
its business activities.
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(June 2016)
(Billions of Yen)
Operating Profit attributable . Dividends
Net Sales Income to owners of parent ok Sl L AR L) (Yen per Share)
FY2016 Plan 1,250.0 70.0 36.0 5.6% 9.1% 0.92 9
FY2015 Results 1,343.9 70.9 23.0 5.3% 5.8% 1.03 8
(As of May 13, 2016)
Progress in fiscal 2016 exceeding plans
@ionsotven  Targeting sustainable growth with a view
120 — g . .
to achieving 2020 targets in advance
100.0
100 — 90.0 Companywide development and other costs
Basic Materials
70.9 80.0 -
80 — 70.0 M Food & Packaging
. W Healthcare
Operating Income = Mobility
60 — 420
40 —
20 —
0
FY 2014 2015 2016 2017 2018 2019 2020 Around
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Message from the CFO

Masaharu Kubo
CFO & Senior Managing Executive Officer

We will maintain optimal balance between the
needs to strengthen our profitability, secure
our financial health, and provide adequate
returns to our shareholders as a part of efforts
to increase our corporate value on a
continuous and sustainable basis.

Accelerating Growth Strategies

(Cumulative three-

ear total
4 ) 1.22

Growth investment: 1.12
¥140 billion

¥50 billion
+¥38 billion*

Platform and maintenance
investment:
Continue with spending to
a total of ¥90 billion

Improving Financial Structure

Under the current 2014 Mid-term Business Plan, we have
worked diligently to bolster our capabilities, aiming to quickly
generate robust cash flows and restore us to sound financial
health. To this end, we have strengthened the profitability of
existing businesses and rebuilt the bulk and commodity prod-
uct businesses.

As a result, we are seeing growth in the targeted Mobility,
Healthcare, and Food & Packaging business domains as well
as steady progress in rebuilding business activities in the Basic
Materials domain. In fiscal 2015, the Mitsui Chemicals Group
achieved its earnings goal a year ahead of schedule. At ¥70.9
billion, operating income substantially exceeded the fiscal 2016
target of ¥60 billion. The Group was also successful in attaining
consolidated cash flows in excess of ¥100 billion. With regard
to financial health, we are well positioned to record a net D/E
ratio of less than 1.00 in fiscal 2016, the target we had set for
around 2020.

Taking the aforementioned factors into consideration, we
have decided to increase the amount earmarked for growth
investments to ¥88 billion, ¥38 billion more than the ¥50 billion
originally intended for this purpose at the start of the current
Mid-term Business Plan. To further accelerate the pace at
which we implement our growth strategies, we will focus mainly
on increasing production of those products for which there is
an urgent need to ensure supply capacity capable of meeting
robust demand. Such growth investments are, in turn, expect-
ed to help boost earnings from fiscal 2017.

In endeavoring to ensure the adequate return of profits to
shareholders, we are striving to raise our annual dividend,
increasing it each fiscal year since 2013, when it fell to ¥3 per
share. For fiscal 2016, our goal is to pay an annual dividend of
¥9 per share. With dividend payout ratio and dividend on equity
(DOE) targets of 25% or more and 2% or more, respectively, we
will work tirelessly to improve the return of profits to sharehold-
ers while recognizing the need to ensure our continuous and
sustained growth and the development of our corporate value.

(June 2016)

Stable Return to Shareholders

1.44

1.22 Consoligated
1.03 Slullelans) Faze
Ratio:
0.92 29/0 Ormore

NS
rm:-
270 ormore

2011 Mid-Term
Business Plan
(FY2011 to FY2013)

2014 Mid-Term
Business Pan
(FY2014 to FY2016)
*Revised on May 24, 2016

(Fy) 2011 2012

2013 2014 2015 2016
Qutlook

Interest-bearing liabilities (Net D)
[ Shareholders’ equity (E)

Net D/E ratio
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Discussion between an Analyst and the President

Takato Watabe

Realizin

by IMig®Ving

Managing Director, Equity Research
Morgan Stanley MUFG Securities Co., Ltd.

Vision for around 2020

—Two years have passed since the 2014

Mid-Term Business Plan commenced. Let’s
begin our conversation with your outlooks
for around 2020.

Tannowa:
QOur primary mission under the 2014 Mid-Term
Business Plan was to reform the business port-
folio by expanding targeted growth business
domains and restructuring the bulk and com-
modity products businesses. In fiscal 2015,
we generated operating income of ¥70.9 billion,
far more than we had initially forecast. We are
becoming more confident in our ability to attain
our target of operating income of ¥100 billion
well ahead of our 2020 schedule.

What is your impression of the Mitsui
Chemicals’ growth story?
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Watabe:

My impression is that Mitsui Chemicals is now
on a clear path toward recovery. In February
2014, Mitsui Chemicals made the difficult
decision to restructure the bulk and commodi-
ty products businesses, and progress since
then has gone to plan. In addition, you can
now see growth in the three targeted business
domains.

Indeed, Mitsui Chemicals has faced head-
winds in the external business environment
with the yen weakening and crude oil prices
declining. Regardless, its sales volumes have
expanded, indicating that growth has been the
result of effective management and not simply
external factors.

—What are your thoughts on the targeted
growth business domains?

Q%Iity

President & CEO

Watabe:

Mitsui Chemicals is quite strong in the Mobility
domain. Among the diversified chemicals
makers in Japan, the profitability of Mitsui
Chemicals’ Petrochemicals business is excep-
tionally strong, especially for PP compounds.
These strengths derive from the Group’s
extensive polymer technologies. | have high
expectations for growth in these areas.

Mitsui Chemicals has a broad lineup in the
Functional Polymeric Materials business, and
sales have also been increasing in other fields
including electronics.

Tannowa:

The Mobility business has a broad lineup of
polymer products for applications other than
automobiles. | believe we are effectively lever-
aging this strength through higher levels of
complexity.




Watabe:
What about the Healthcare domain?

Tannowa:

Profit growth in the Healthcare domain seems
to be slower than in the Mobility domain. We
are continuing to focus on spurring growth in
this domain.

We need to invest in the nonwoven fabric
business in order to ensure that we have suffi-
cient supply capacity to meet robust demand.
In ophthalmic lens materials, we have com-
menced operations of expanded production
facilities for xylene diisocyanate (XDI), a raw
material used to make high refractive index
ophthalmic lenses, a specialty of Mitsui
Chemicals. In addition to improving the func-
tionality of our products, we are keen to
expand the range of applications and fuffill a
larger variety of customer needs.

Watabe:

Over the past few years, many companies
have pivoted toward the provision of solutions
to customers. Mitsui Chemicals has also put
“Creating New Customer Value” at the fore-
front of its activities and appears to be moving
in this direction based on the three targeted
growth business domains.

Lately, it seems that Mitsui Chemicals has
expanded its product lineup. | think that this
aligns with the “Revival of Mitsui Chemicals”
mentioned elsewhere. Please provide more
details about this endeavor.

Structural Reform That Makes the Most
of Basic Materials

Tannowa:

The concept behind the 2014 Mid-Term
Business Plan is to thoroughly utilize our tech-
nological strengths and our customer base.
The Plan is indeed based on the combination
of polymer technologies, organic synthesis
technologies that for example are also linked
to the development of agrochemicals, and
basic material technologies.

In particular, polymers are an important
downstream for petrochemical complexes.
Adding value in this area is a strength of Mitsui
Chemicals, and at the same time is an impor-
tant task for the Group.

Tannowa:

| believe that, in the context of the overall
debate about restructuring, it is not necessary
for us to maintain our own ethylene center. If
we are able to secure the necessary volume
at a stable price, | have no issues with procur-
ing ethylene from external sources. The key is
enhancing and maintaining our overall com-
petitiveness, including in downstream deriva-
tives, as we have always stated. | hope that
market participants base their judgments on
our competitiveness.

Watabe:

Is Mitsui Chemicals’ purpose in producing tol-
ylene diiscocyanate (TDI), a raw material for
polyurethane, similar to that for manufacturing
meta-xylylene diisocyanate (XDI), namely, to
facilitate the development of high-performance
products?

Tannowa:
That is one reason why. Another reason is to
support the overall operations of Omuta Works.

—What is your impression of the restruc-
turing thus far?

Watabe:
| was surprised by management’s decision to
restructure the bulk and commodity products
businesses in February 2014, wondering how
things had deteriorated so much. It must have
been a difficult decision to shut down Kashima
Works, but | think it was the right move.
However, | do not think it is simply a matter
of scaling down the Basic Materials business,
because of the cash flow it generates.

Tannowa:

| agree. Basically, the problem of weak com-
modity prices was caused by excess produc-
tion capacity, underlining the importance of
having in place a business structure able to
withstand such trends. Looking at the big pic-
ture, | see no need to rush into a downward
spiral.

—Speaking of ethylene, market conditions
have not been that weak lately. The issues,
such as the ethylene center in Asia and shale
gas producers in North America, are prob-
lems for 2018 and beyond, based on market
opinions. What do you think about that?

Watabe:

The ethylene center in Japan has been operat-
ing at nearly full capacity, and is likely to
remain at this level for the time being. Are
there any moves to build one large facility with
other conglomerates, for example?

Tannowa:

Including Mitsui Chemicals, there are four
chemical producers in Chiba Prefecture. Mitsui
Chemicals and Idemitsu Kosan Co., Ltd. have
formed a limited liability partnership and largely
finished efforts to optimize operations, includ-
ing downstream activities, accordingly. Our
plants remain efficient as long as the utilization
rate stays above 70%, so any excess can be
addressed by suspending operations at some
of the facilities that they supply. Our greater
degree of flexibility regarding options ensures
that we have the ability to align our operations
with trends at other companies.

Watabe:

Overseas, it looks like Mitsui Chemicals will
steadily ramp up operations at its shale gas
ethane crackers in North America, albeit a bit
behind schedule. However, | don’t have an
exact guideline for coal chemicals in China.
Rather than shale gas in North America, coal
chemicals in China have been considered a
threat. What are your thoughts?

Tannowa:

Coal chemical production requires a fair
amount of water, so water is apparently
viewed as a bottleneck. Given uncertainties
regarding profitability, supply capacity is unlike-
ly to expand that much. However, our policy to

take the necessary steps now to prepare for
when coal chemical production is up and run-
ning in earnest in China remains unchanged.

Improving the Quality of Global
Regional Strategies

—In the Mobility business, the North
American market has been seeing strong
growth. What are your views on growth in
North America?

Watabe:

Sales have expanded in North America, but
investment in our production facilities has
been less than in Japan and Asia. | think that
Mitsui Chemicals should shift more investment
to North America, given prospects for growth
in demand and its competitiveness there,
including shale gas in the United States.

Tannowa:

For example, our LUCANT™ gear oil additive
is the outcome of a partnership with Lubrizol
Corporation, so we need to have a supply
base in North America. The key here is figuring
out who to partner with and what markets to
target.

Watabe:

Mitsui Chemicals is somewhat of a latecomer
to developing business in Europe. | think that
growth in Europe would accelerate expansion
in the Mobility business.

Tannowa:

Indeed, Europe is a major factor in the Mitsui
Chemicals Group’s regional strategy, and we
will pursue growth in this region.

We have been targeting Southeast Asia for
growth in the Basic Materials business so far. It
is important that we anticipate the type of func-
tional products that will satisfy future needs in
Southeast Asia. One of these products is
EVOLUE™, a raw material for high functional
sealant fim, that we are launching.

Watabe:

Mitsui Chemicals has been shifting from com-
modity products to specialty products, striving
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to improve quality in line with the needs of
each region. As a global regional strategy,
does Mitsui Chemicals intend to do the same
in Asia?

Tannowa:
That'’s correct.

Growth Investments and M&A

—NMitsui Chemicals has announced its
decision to increase growth investments.
What is your take on this?

Watabe:

| have a rather positive view when it comes to
expanding the investment framework in order
to improve the quality of the portfolio, because
such a move has the potential to create
growth drivers. However, this does not mean
Mitsui Chemicals has relaxed its financial disci-
pline, right?

Tannowa:

Of course not. We are taking a balanced
approach between stepped up investment
and tightening investment criteria. We are also
carefully considering the timing of investments.
The first priority is warding off supply shortag-
es through investment. Next, we are initiating
preparations to increase supply capacity after
taking into consideration the increase in future
demand.

—Do you see a need for M&A in Mitsui
Chemicals’ business portfolio?

Watabe:

Not really. | am interested in M&A that would
buy time for non-contiguous growth. | also think
that partnerships and capital participation that
seek out synergies can be quite beneficial. In
this context, | believe that Mitsui Chemicals’
technologies are a good match with mold pro-
ducer Kyowa Industrial Co., Ltd.

Industry Reorganization

—Major industry reorganization is under

way in Europe and the United States. Do
you think that reorganization is needed in
Japan as well?

Watabe:

From the standpoint of the equity market,
investment valuations have historically been
low for Japanese chemicals companies, owing
to the large number of companies in the sec-
tor and weak profitability in the face of compe-
tition from Asia.

As demand grows for agrochemicals and
functional materials, Mitsui Chemicals cannot
lose out to competition from other Japanese
companies. In this case, industry restructuring
may be necessary.

Tannowa:

In my opinion, the key here is whether compa-
nies can benefit from scale. Combining the
operations of companies and eliminating
redundancies in peripheral operations does
not always result in a considerable boost to
pricing through stronger competitiveness and
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higher market share in the business.

| think that, ultimately, it is important to
have perspective on each business. For exam-
ple, the agrochemicals business needs scale,
because R&D spending is a key. We are confi-
dent in our R&D capabilities, but looking
ahead, we must consider our options with
regard to teaming up with other companies.

Boosting Speed with Management
System Reforms

—Mitsui Chemicals announced new
reforms to its management system the
other day.

Watabe:
Statistics have shown that companies with
excellent governance systems have high
returns. We are considering how to reflect
corporate governance systems in valuations of
companies.

What are your criteria when making deci-
sions about reforms?

Tannowa:

Since being appointed CEO, | have worked to
improve not just the structure but how our
corporate governance system functions—
while setting out a vision for corporate gover-
nance.

| am aware that our governance system
lacks speed. To fix this issue, we are revising
the agenda criteria for the Board of Directors
so that there is more focus on evaluating the
broader direction of business strategies and
major investment proposals. We are also mak-
ing progress on delegating decision-making
authority from the CEO to executive officers.
By reducing the number of agenda items sub-
mitted to the Board of Directors, we are ensur-
ing that each agenda item can be fully
deliberated.

Moreover, it is quite important to incorpo-
rate the views of outsiders, especially those
with business experience, in our decision-
making process. Mitsui Chemicals has cut-
back two inside directors and added one
outside director. By reducing the number of
inside directors, we have given business
divisions in particular more independence on
various matters without placing a director
directly in charge. This has also accelerated
decision making.

Also, in my efforts to enhance corporate
governance, | have focused on improving
overall speed, while ensuring proper risk man-
agement.

Expand Shareholder Returns by
Improving ROE through Stable Profit
Growth

Watabe:

Mitsui Chemicals has increased dividends
each year for the past two years. What are
your thoughts on shareholder returns?

Tannowa:

We aim for sustainable growth over the

long term. We intend to increase dividends
alongside stable growth in profits. | believe this
approach is the most reassuring for investors.

Watabe:

Mitsui Chemicals has set a target for ROE.
The Group came close to achieving an ROE of
10% when it posted record-setting operating
income of ¥91.7 billion in fiscal 2006. ROA is
on a par with levels in fiscal 2006, but the net
income margin could still improve, in my opin-
ion. What measures are being taken to
improve ROE?

Tannowa:

| think that stable profit growth is a key here,
as we reform our business portfolio. We would
like to achieve ROE of at least 10% as soon as
possible.

Watabe:

Mitsui Chemicals aims to expand net income,
the numerator in the ROE equation, by
improving quality, correct?

Tannowa:

Yes. We will not squeeze shareholders’ equity
only for the purpose of increasing the ROE
score.

Watabe:
Since the content of equity is different,
Japanese companies tend to have lower ROE
than their counterparts in Europe and the
United States. However, ROE has become a
global benchmark, so | hope that Mitsui
Chemicals attains an ROE of at least 8%.
Companies with low levels of shareholders’
equity naturally have high ROE. | would like to
see Mitsui Chemicals improve ROE by increas-
ing its EBITDA margin and operating margin.

Expectations for Mitsui Chemicals

—In conclusion, what are your expecta-
tions for the Mitsui Chemicals Group?

Watabe:

The chemicals industry serves a wide range of
customers and has deep ties to the automo-
tive, housing, electric power, electronics, and
other industries. | believe Mitsui Chemicals is a
company that can improve the general stan-
dard of living by increasing quality on various
fronts. | hope that Mitsui Chemicals sets its
sights on operating income of more than ¥100
billion.

In line with the old saying “Mitsui is
People,” | think that Mitsui Chemicals has a
good, optimistic atmosphere. | wish the best
for you and the Group.

Tannowa:

| think we still need to work on our ability to
consistently create new products and busi-
nesses in order to meet expectations. We are
focusing our efforts on making steady prog-
ress toward sustainable growth.

June 15, 2016

Moderator:

Osamu Yoshida

IR Group Leader, Deputy General Manager,
Corporate Communications Division



Interview with an Institutional Investor

Non-financial information plays an important role when
evaluating corporate value over the medium to long term.
On this occasion, we spoke with Kazuya Uesako about the
use of MBIS®, a method developed by Sumitomo Mitsui
Trust Bank for evaluating non-financial information.

® What is MBIS®?

MBIS® is a means for evaluating the strengths of companies in
order to ensure sustainable growth. This evaluation method
increases confidence in companies’ performance forecasts
while fostering trust in their ability to enhance corporate value
going forward.

Financial data comprises information that reflects business
performance, with all other areas seen as non-financial infor-
mation. The overly general evaluations given to date in such
areas as women’s participation and the employment of outside
directors have not significantly impacted corporate perfor-
mance and are not regarded as valuable non-financial informa-
tion. By systematically evaluating non-financial information
using MBIS® while leveraging the expertise of analysts in other
sectors, we aim to establish more sophisticated analysis con-
tent and ensure consistent quality throughout organizations.

® Which evaluation category do you focus on in particular?
That would be Management (M). Within this, | focus on the
ability to execute strategies. Beyond management systems, |
also evaluate ancillary mechanisms and the ability of frontline
employees to implement strategies. | place particular emphasis
on the ability to improve and reform businesses when address-
ing risks and environmental changes.

MBIS® Example Checkpoints

Ability to execute strategies, ability to improve/
reform businesses, scandal/risk management,
capital/investment efficiency

M | Management

B | Business Franchise | Customer value, customer base, entry barriers

Market assumptions, competitive environment,

|| Industry regulations/policies

Business portfolio, environmental/social

S | Strategy policies, marketing, investment/M&A, etc.

® Which evaluation category is most important for
chemical companies?
In my opinion, that would be “business portfolio” under
Strategy (S). It is necessary for chemical companies to cease-
lessly pursue innovation while eliminating obsolete areas as
manufacturers in emerging countries catch up. | focus on
whether companies are making ongoing, appropriate portfolio
improvements, which includes creating new businesses.

Kazuya Uesako

Head of Materials Team

Investment Research Department
Sumitomo Mitsui Trust Bank, Limited

® How do you evaluate the Mitsui Chemicals Group?

| evaluate the Mitsui Chemicals Group based on additional
checkpoints under the Management and Strategy categories.

| give the Group high marks for its ability to execute strategies,
the ability of its frontline employees to promote its strategic
vision throughout the organization, and business portfolio inno-
vation that strikes a good balance between restructuring
unprofitable businesses and accelerating the growth of target
businesses.

® What medium- and long-term issues do you think the
Group faces?

| believe there are three issues.

@ Shifting from austerity to growth-oriented strategies
To make this shift, it is important to be willing to take on
challenges. Is the Group making this shift effectively? | focus
on this change in attitude.

(@ Sowing the seeds of growth from 2020 onward
| think the Group will very likely reach its ¥100 billion operat-
ing income target through organic growth. After that, how-
ever, seeds need to be sown for growth that has not yet
been realized. To this end, the focus needs to be on how
much to invest in new businesses, how much profit to aim
for, and how many product candidates are being put for-
ward.

(® Pay heed to businesses not in target domains
| am concerned about declining forward momentum in, for
example, electronic material businesses, which do not
appear to fit into the Group’s segments, as well as busi-
nesses that straddle segments. Looking ahead, | would like
to focus on how the Group ensures forward momentum at
an organizational level.

® Do you have any requests regarding information
disclosure?
| would like to see corporate governance innovation added to
the topics discussed at regular IR meetings. | would also like to
see more opportunities for dialogue with outside directors.
Moreover, | think plant tours and business briefings are valu-
able events that help to foster a deeper understanding of the
Group through direct interaction. | would certainly like such
activities to continue.

Taking Mr. Uesako’s opinions to heart, we will focus on efforts
to enhance corporate value over the medium to long term as
well as initiatives that more deeply instill these ideas within the
Mitsui Chemicals Group. (See p. 74)
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At a Glance

FY2015 Net Sales Segment Sales

| Elastomers | Performance Compound [l Overseas PP
Gompounds Ml Performance Polymers [ll Other

¥318.2
Billion

Overseas Sales Breakdown
M Jzpan [ China [l Asia Il Americas
M Europe [l Other

Operating Income

 Overseas
Sales Ratio
83%

¥44.9
Billion

Main Products o -
Elastomers

Ethylene-propylene rubber (Mitsui EPT™), Alpha-olefin copolymer
(TAFMER™), Liquid polyolefin oligomer (LUCANT ™)
Performance Compounds

Adhesive polyolefin (ADMER™), Thermoplastic olefin elastomer
(MILASTOMER™), Engineering plastics (ARLENT)

Overseas PP Compounds

Performance Polymers

Specialty polyolefins (TPX™, APEL™, HI-ZEX MILLION™),
Semiconductor manufacturing material (Mitsui PELLICLE™)

The Mobility business is positioned as one of the
Group’s key earnings pillars. Responding with agili-
ty and speed to changes in the automobile industry
in line with the demand for lightweight models and
integration of ICT and automobiles, the Group is
experiencing continuous growth globally. The
Mitsui Chemicals Group defines mobility as every-
thing that moves, an area that encompasses the ICT,
robot- and aircraft-related fields. We will endeavor
to realize market needs by creating new value
through chemicals.

Takayoshi Shimogori

Managing Executive Officer
Business sector president, Mobility Business Sector

@
\‘r Healthcare

FY2015 Net Sales Segment Sales

| Vision care, Personal care, Dental materials
~ Nonwovens [ll Other

: /
¥161.1 22
Billion

Operating Income Overseas Sales Breakdown
M Japan M China [l Asia ll Americas

I Europe Ml Other

Overseas
Sales Ratio
68%

¥11.6
Billion

Main Products
Vision Care Materials

Ophthalmic lens materials (MR™, RAV7 ™)

Nonwovens

Nonwoven fabrics (SYNTEX™, TAFNEL™), Breathable films
(ESPOIR™), Polyolefin synthetic pulp (SWP™, KEMIBESTO™)
Personal Care Materials

Acrylamide, Medical materials

Dental Materials

Restoratives (Charisma®, Venus®), Adhesives (Super-Bond™,
i-Bondv), Artificial Teeth, Denture Materials (Pala®), Impression
(Flextime®), Digital Equipment / Materials (Cara®, Dima®)

We will endeavor to expand the Healthcare business
by steadily reinforcing existing businesses and
launching new ventures in a timely manner. Taking
a perspective that looks beyond the conventional,
we will strive to accurately grasp changes in market
needs and values. Boldly addressing each new chal-
lenge, we will play a leading role in transforming
the Mitsui Chemical Group’s business portfolio as

a whole.

Yasunori Nishiyama
Executive Officer
Business Sector President, Healthcare Business Sector

The Mitsui Chemicals Group undertook a review of certain business segments on April 1, 2016. The Functional Polymeric Materials Business Sector and the overseas PP compounds business,
which has historically been included in the Petrochemicals Business Sector, have been integrated and renamed the Mobility Business Sector. The Coatings & Engineering Division from the
Polyurethane Business Sector has been reallocated to the newly established Food & Packaging Business Sector. Furthermore, the Basic Chemicals Business Sector and the Petrochemicals Business
Sector, excluding the overseas PP compounds business, and the Polyurethane Materials Business, which formed a part of the Polyurethane Business Sector, have been integrated and reallocated to
the newly established Basic Materials Business Sector.
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Net Sales Segment Sales

| Goatings & Engineering Materials | Packaging Films
I Industrial Films & Sheets [ll Agrochemicals

¥195.2

Billion

Overseas Sales Breakdown
M Japan [ China [ Asia ll Americas
M Europolll Other

Operating Income

Overseas
Sales Ratio
33%

¥20.3
Billion

Main Products oo -
Coatings & Engineering Materials

Polyurethane resins, Coating resins, Polyolefin resins, Sealants
for displays

Packaging Films

Biaxially oriented polypropylene films, Cast polypropylene films,
Linear low-density polyethylene film

Industrial Films & Sheets

Semiconductor and electronic components manufacturing
processes films, Foam sheets, Encapsulant sheets for solar cells
Agrochemicals

Insecticides, Fungicides, Herbicides, Non-crop specialty chemicals

In the Food & Packaging business, we manufacture
and market a wide range of highly functional prod-
ucts in the adhesive, coating, film and sheet as well
as agrochemicals fields. Building on this business as
a cornerstone of the Group’s sustainable growth, we
work diligently to generate new business and to
expand our activities through the release of new
products. Moving forward, we are assessing various
M&A opportunities and implementing other mea-
sures aimed at accelerating the pace of growth.

Minoru Koshibe
Executive Vice President
Business Sector President, Food & Packaging Business Sector

Our Operations

& Basic Materials

FY2015 Net Sales Segment Sales

 IPetrochermical Feedstocks | PE, PP, PP compound (domestic)
W Basic Chernicas [ll Polyurethanes [lLicense, others
3%
8%

Billion

Overseas Sales Breakdown

[l Japan [l China M Americas
1.3% B Europe [l Other

| V1.0 Overseas

| on Sales Ratio
24%

Main Products
Petrochemicals
Ethylene, Propylene, High density polyethylene,

Metallocene linear low density polyethylene (EVOLUE™),
Linear low-density polyethylene, Polypropylene,

PP compounds, Olefin polymerization catalysts

Basic chemicals

Phenol, Bisphenol A, Acetone, Methyl isobutyl ketone, Purified
terephthalic acid, PET resin, Ethylene oxide, Ethylene glycol,
Hydroquinone, Meta/Para-cresol, Ammonia, Urea, Melamine,
Semiconductor gas

Polyurethanes

Polyurethane raw materials (TDI, MDI, PPG)

Operating Income

In Basic Materials, we are rigorously implementing
drastic business reforms in order to significantly
improve earnings. Moving forward, we will put in
place a stable earnings platform by further reinforc-
ing our cost competitiveness and sales capabilities.
With a firm presence in Asia thanks largely to our
distinctive technologies and materials, the Mitsui
Chemicals Group will work to provide the basic
materials required to support a variety of indus-
tries.

Yasuji Omura
Executive Vice President
Business Sector President, Basic Materials Business Sector

Operating results by business segment data are estimates only and have not been audited (p. 40-49). In addition, fiscal 2016 forecasts are as of the Group’s announcement on May 13, 2016. The
operating income (loss) graph does not include group-wide R&D and other costs.
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Overview by Business Segment

- Mobility

Continue to pursue expansion in the global market as a key earnings
pillar of the Mitsui Chemicals Group, recognizing market innovation,
especially in the Mobility field, as an opportunity for growth.

Net Sales
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Fiscal 2015 Business Overview and Results

® Business Overview: Analysis of Year-on-Year Change

In the Mobility domain, earnings from the sale of elastomers, performance
compounds and overseas polypropylene compounds increased. This largely
reflected successful efforts to capture the upswing in demand associated
with the increase in automobile production in North and Central America as
well as the positive flow-on effects of the weak yen. In the functional polymer
materials business, the growth in sales also contributed to higher earnings.
This again reflected successful efforts to capture the surge in demand for
ICT-related applications and the favorable impact of the downturn in the value
of the yen.

® Progress under the Mid-Term Business Plan

M Elastomers

In December 2014, operations commenced at the new EPT plant of the
Company’s joint venture with China Petroleum & Chemical Corp. (Sinopec) in
Shanghai, China. After entering into a strategic alliance making The Lubrizol
Corporation the exclusive worldwide seller of the lubricant additive
LUCANT™ to the industry in September 2014, the Mitsui Chemicals Group
undertook steps to boost production capacity by roughly 40% in February
2016 in order to address the upswing in demand.

B Performance Compounds

Operations at new plants that produce ADMER™ and MILASTOMER™, in
which the Mitsui Chemicals Group boasts high global market shares, com-

Aiming for Medium- and Long-Term Growth

® Fiscal 2016 Plan
The Mitsui Chemicals Group has achieved the goals set out in its earnings
plan early by making the most of its past capital expenditure to boost supply
capabilities and thereby increase sales. While earnings in fiscal 2016 are pro-
jected to decline due to a deterioration in the terms of trade, the Group will
take definitive steps increase its sales volume in line with the growth in the
market.

In addition to further reinforcing each business, the Mitsui Chemicals
Group will push forward a Mobility strategy that maximizes product and busi-
ness synergies.

® Toward Medium-to-Long-Term Growth around 2020

Boosting production capacity for many of the Group’s products in the next
business term is essential to ensuring that current growth in demand trans-
lates into new business opportunities. Accordingly, the Mitsui Chemicals
Group will steadily increase its production capacity in line with its business
plan for each product. In addition to expanding and reinforcing existing busi-
nesses, energies will be channeled toward promoting the Mobility strategy
across the Group as a whole. Moving forward, every effort will be made to
strengthen the Group’s ability to provide its customers with optimal solutions.
M Elastomers

The Mitsui Chemicals Group is evaluating the need to increase production
capacity for both TAFMER™ and LUCANT™, which are seeing an increase in
global demand. Led by its EPT business activities, the Group is also looking
to steadily expand high-value-added businesses by introducing new products
that will distinguish it from the rest of the field. In this regard, the Group will
focus on both quantitative and qualitative expansion.
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menced in Shanghai, China, in March 2015. As a trusted, high-adhesion
resin widely used in automobile fuel tanks and food packaging, ADMER™
commands the top market share worldwide. In addition to pioneering its use
on the interior surfaces of automobiles, the Mitsui Chemicals Group is pro-
moting the application of MILASTOMER™ in such growth fields as window
sash seals and airbag covers. Buoyed by strong demand, the Group is expe-
riencing an increase in sales that exceeds the rate of automobile production
growth.

M Overseas PP Compounds

The Mitsui Chemicals Group continues to progressively increase production
capacity in order to address growth in the automotive materials market. The
Group has established a global supply structure that is capable of delivering
one million tons annually.

B Performance Polymers

The Mitsui Chemicals Group has expanded its share of the APEL™ market
with a particular focus on the camera lenses used in such mobile devices as
smartphones. The Group is also steadily expanding the use of TPX™, which
is already established as the de facto standard in release fims employed in
the flexible circuit manufacturing process.

B Performance Compounds

The Mitsui Chemicals Group will promptly boost production capacity to
ensure that it fully capitalizes on the growth in demand for ADMER™ and
MILASTOMER™, which are expected to enjoy high rates of global growth
over the medium to long term.

H Overseas PP Compounds

In addition to increasing its production capacity in North America, Mexico,
and India in light of the forecast upswing in demand, the Mitsui Chemicals
Group will assess the potential of establishing a direct production base in
Europe as a part of efforts to strengthen its global business structure.

W Performance Polymers

The Mitsui Chemicals Group will release a new grade of APEL™, which
enjoys a high position in the optical lens application market, for use in auto-
motive camera lenses. In addition to existing high optical characteristics, the
new grade will offer high heat resistance. Volume production is scheduled to
commence during fiscal 2016. Recognizing the ICT market as an opportunity
for growth, the Group will also take concrete steps to increase production to
meet demand.

M Providing New Products and Total Solutions

Among a host of endeavors, the Mitsui Chemicals Group will work diligently
to quickly commercialize a wide range of products and technologies. This
includes the metal resin integral technology, POLYMETAC™, and STOBA™,
which helps to prevent LIB thermal runaway. The Group will also put forward
practical total solutions to address the wide ranging material, component and
other composite needs of customers by leveraging the outstanding mold
technologies of Kyowa Industrial Co., Ltd. acquired in 2014.



Opportunities & Risks

* Expanding need for lighter weight

¢ A broad materials lineup

* High technological capabilities and materials

quality

® Customer base and comfort

e Technical supports

e Proposal capabilities based on excel- ittics

lence in products and technologies

® Expanding needs for increased safety

e Stagnant growth in developed

Challenges

* To capture trend toward lighter weight
for business growth

¢ To capture new market needs in which
ICT and Automotive are integrated

® To achieve continuous growth by
capturing business in growing regions

* Growth in emerging countries

TAFMER™
Share Ratg r%fvm?f ket
N/A Global No. 1 8%
Asia No. 1 10%
Japan

Global Share  FY2015 *FY2014-2017

PP Compounds

S Ratg roofvxr\/{lﬁ*rket
Global No. 2 3%
Asia No. 1
Japan No. 1

Global Share  FY2015 *FY2015-2020

Automobile Component Business Model

Materials manufacturers Parts manufacturers

Automobile manufacturers Consumers

Mitsui Chemicals
Group Resources

Needs

Realizing customer value

Realizing consumer value

A broad product lineup
Technical capabilities
® Polymer science

e Composite materials
* Mold technology

Provide solutions:

Shift from proposing materials
to proposing new performance,
and functions

Lighter weight efficiency
Improved strength Increased safety
and reliability

Increased efficiency and simplification
of the manufacturing process

Increased fuel

Increased comfort
Environmentally conscious

We will realize customer and consumer value with solutions based on the actual forms and therefore closer to the customers’ needs for materials,

parts and mold technology that our Group possesses.

TOPICS: Helping to Address Social Issues

® Realizing Improved Fuel Efficiency by Promoting Weight-Saving
Materials

Our goal: “To hold in check any increase in CO2 emissions.”

Reducing the weight of products plays an essential role in improving fuel

efficiency, and providing solutions based on materials is the avowed mission

of The Mitsui Chemicals Group’s Mobility Business.

B Reducing Weight by Replacing Metals
ADMER™ is unique in that it adheres to
a variety of functional materials, making
it ideal for use in multi-layer processing
to create innovative material solutions.
Adhering strongly even to gas barrier
resins, ADMER™ has been adopted for
bonding the multilayered plastic of fuel
tanks for automobiles. Replacing a con-

ventional metal fuel tank with one made of plastic realizes 10% to 30% cut

in weight.

B Reducing Weight by Making Products Thinner

Using plastic bumpers rather than metal has become a standard and highly
successful way of making automobiles lighter. Now, however, it is time to go
a step further and to reduce weight by making bumpers less bulky.

The Mitsui Chemicals Group’s PP compounds realize improvements in
impact strength due to the high-
er level of material complexity of
polypropylene and the resin
modifier TAFMER™. Providing
the required impact resistance -
and rigidity, these materials are ’
making the realization of less
bulky bumpers possible.

R

B Toward Optimal Solution Proposals Involving Multiple Materials
Around the world, as environmental regulations become ever more stringent
and customer needs grow more sophisticated along with the trend toward
safety and greater comfort, the traditional solution proposal method focus-
ing on a single material is becoming obsolete. Today, proposals involving
multiple materials and a range of products are becoming the norm.

Leveraging its extensive materials platform, which includes
POLYMETAC™ metal resin integral technology, the Group is implementing a
new business model that realizes customer value by providing multiple
material solutions.

Mitsui Chemicals Report 2016
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@
\if Healthcare

Take the lead in transforming the Mitsui Chemicals Group’s business
portfolio by establishing a new foundation for growth through the
strengthening and expansion of core businesses as well as peripheral

and downstream development.
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Fiscal 2015 Business Overview and Results

© Business Overview: Analysis of Year-on-Year Change

In addition to global growth in the ophthalmic lens market, expansion in the
premium baby-use disposable diaper export market continued during the fis-
cal year under review on the back of the rising popularity of products made in
Japan. Buoyed by this upswing in overseas demand and other factors, sales
and earnings from the Group’s ophthalmic lens materials and nonwovens
operations were robust. Turning to personal care materials, domestic sales of
acrylamide as well as licensing agreements with other companies were firm.
©® Progress under the Mid-term Business Plan

M Vision Care

Positioned as a core business, the Mitsui Chemicals Group’s plastic ophthalmic
lens materials encompass a wide range of low- through high-refractive index
products. In particular, our MR™ series of world-leading refractive lens materi-
als have attracted high acclaim and have become the de facto standard in thin
and lightweight lens materials. Commercial operations commenced at a large-
scale facility engaged in the production of XDI, an MR™ series raw material, in
March 2016. Moving forward, this initiative is expected to help drive further
MR™ series sales growth. In the fiscal year under review, the Mitsui Chemicals
Group upgraded and expanded its product lineup, releasing products that
address the increasingly diverse health- and comfort-related needs of society

Aiming for Medium- and Long-Term Growth

® Fiscal 2016 Plan

The Mitsui Chemicals Group will continue to respond to demand trends for
ophthalmic lens materials and nonwovens. Turning to dental materials, the
Group is making steady progress in reinforcing sales and promotional activi-
ties, including efforts rebuild its business promotion systems in North
America. Looking ahead, particular emphasis will be placed on expanding
sales in Europe and the United States.

© Toward Growth 2020 and Beyond

Growth investments that have been undertaken in each business area are
expected to progressively contribute to earnings from fiscal 2017. In existing
business areas, we are taking positive steps to upgrade and expand new
products and applications and to roll out a succession of new business such
as Whole You™ In the future, the Mitsui Chemicals Group will continue push
forward initiatives aimed at providing innovative healthcare solutions.

M Vision Care

The Mitsui Chemicals Group is fully cognizant of the needs of the ophthalmic
lens market, which is projected to enjoy ongoing demand growth. With this in
mind, the Group is projecting a steady increase in sales of XDI once its large-
scale XDl facility commences commercial operations in March 2016. In high-
quality coating materials, an area in which the Group has placed considerable
emphasis on upgrading and expanding capabilities, every effort is being
made to strengthen sales of new products that draw on new technologies
and materials to address increasingly diverse needs. Moreover, the Group is
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as well as products that are made from plant-based materials.

B Nonwovens

In nonwovens for high performance hygiene material use, an area in which the
Mitsui Chemicals Group maintains a leading market share in Asia, efforts to
steadily expand sales proved successful. Three production bases in Asia,
including a production facility in China that commenced commercial operations
in December 2013, continued to run at full capacity. In addition, the Group
worked to harness its competitive advantage across a wide area, including the
spinning and post-processing of PP raw materials, to develop a variety of
unique products. Moving forward, plans are in place to boost capacity at two
production facilities in Japan as well as breathable film production in Thailand.
W Dental Materials

The Mitsui Chemicals Group posted an impairment loss on goodwill of ¥19.5
billion due mainly to the slump in the principal North American market, which
contributed to a delay in the Group securing the level of profit originally
forecast at the time of business acquisition. After acquiring Heraeus Kulzer
GmbH, a dental materials business, every effort is therefore being made to
improve profitability. Recognizing this as a key management issue, the Mitsui
Chemicals Group is working to reinforce its sales structure and to rebuild its
business promotion system.

looking develop new opportunities that will help broaden the potential of lens
materials.
B Nonwovens
Plans are in place for a new breathable film facility in Thailand and two high-
performance nonwovens facilities in Japan to come online in January 2017
and March 2018, respectively. The new facilities will employ improved manu-
facturing processes based on the Group’s innovative proprietary technolo-
gies, yielding a structure capable of producing 115,000 tons per year. This
represents an increase in production of roughly 20%. Turning to the dispos-
able diaper market in Asia, which continues to experience growth, we will
maintain our leading position by vigorously addressing the needs of the pre-
mium disposable diaper market.
W Dental Materials ® Whole You™
There are clear signs that the Group’s work to create a highly cost competi-
tive structure in its dental materials business is meeting with success. Taking
full advantage of technological synergies across the Group, we are steadily
promoting the transition from metal to plastic materials as a part of a drive to
establish a third core business in the Healthcare domain in a timely manner.
In addition, we commenced sales of full denture and oral appliance prod-
ucts to help those suffering from obstructive sleep apnea syndrome (OSAS)
under the new healthcare Whole You™ brand, which was launched to
address the needs of patients and consumers in the United States. In such
ways, we are working to provide a continuous stream of healthcare solutions.



(Vision Care)
* A broad product lineup
(Nonwovens)

* Comprehensive technological capabilities that
extend from base resins to final processing

(Vision Care)
* An expansive global market
(Nonwovens)

A robust customer base

(Dental Materials)

* Global brand prowess

* A deep understanding of the dental industry

* Research and development capabilities that cover a
wide range of materials that includes dental materials

in East and Southeast Asia¥
(Dental Materials)

market

* Growing popularity of disposable diapers made in Japan; a
growing export market for premium disposable baby diapers

* Steps to increase production capacity by rival manufacturers

* Rapid changes in trends (growing shift toward compact
instruments) and expansion of the digital dental technology

(Vision Care)

* Further business growth through the release and
nurturing of new products to the market

(Nonwovens)

* Full production and sales on the back of strategic
collaboration with lead users

 Definitive implementation of production capacity
increase and enhancement plans

(Dental Materials)

* Business growth through product investments
that support and promote digitization

Ophthalmic Lens Monomers
MR™ Series, RAV7™ Series

Sha Rat% (I?émhl/ltﬂrket
Global No. 1 4%
Asia No. 1
- Japan No. 1
Global Share  FY2015 *FY2014-20

SYNTEX™
High performance spunbonded nonwoven hygienic
materials
ShEE Rat?3 ?ém’\//ltﬁrket
Asia No. 1 11%
Japan No. 1
*FY2010-16

Asian Share  FY2015

Ophthalmic Lens Materials Business Model

Proposing new value centering on materials

Mitsui Chemicals
Group

Technology lineup
* Ophthalmic lens materials
* Photochromic lens materials
 Film technologies
* Coating materials
* Mechanical design
* Basic chemical technology

Proposal

—

Feedback

ephthalmic lens materialg Lens manufacturers

\\

Proposal

Feedback

Formulate proposals
([ [

Proposal

Feedback

Opticians

A new business model and new materials aimed at optimizing eye health

TOPICS: Helping to Address Social Issues e

© Developing Products Derived from Plants and Engaging in

Do Green™ Activities
As part of the Mitsui Chemicals Group’s efforts to realize a cohesive society
in harmony with the environment, the Group offers a wide selection of plant-
derived products under the name Do Green™, including the poly-isocya-
nate STABIO™; the polyol Econykol™ for use in eco-friendly automobile
cushions; and the Do Green™ MR™ series of high-refractive index lens
monomer materials.

Do Green™ MR™-60 and MR™-174 are the world’s first plant-derived,
high refractive index lens monomer materials and have acquired JORA and
USDA certification as bio-based products in Japan and the United States,
respectively. These products offer the same high level of quality as lens
materials made from conventional fossil materials. Do Green™ MR™-174™
has been adopted by Thai Optical Group, Thailand’s leading manufacturer
of ophthalmic lenses. Building on local sales in Thailand, we began export-
ing Do Green™ MR™-174 lens products to Europe and the United States
in fiscal 2016.

In its marketing of Do Green™ products, the Mitsui Chemicals Group
works diligently to foster environmental awareness while endeavoring to
improve the lives of producers of raw plant materials and to help solve
issues confronting agricultural regions.

As one initiative, the Group provided eye examinations and conducted a
survey of 153 castor farmers and rural residents of Guijarat, India, from
October 2015 in an effort to help improve local people’s quality of vision and
aid in addressing social issues facing farmers. The concept of individual

™
Daeree“ health management, including the idea of

"\"""- maintaining eye health through regular vision
correction, has not yet taken hold in emerging countries and the conse-
quent decrease in education and work opportunities caused by such ocular
maladies as amblyopia and cataracts make this a social issue. The Group’s
activities serve as an opportunity to raise awareness of the importance of
maintaining and improving ocular health.

Through Do Green™ activities, the Mitsui Chemicals Group will contrib-
ute to the realization of a cohesive society in harmony with the environment
by continuously developing plant-derived materials.

Do Green™ MR™ -174
possesses USDA BioPreferred®
certification: The United States
Department of Agriculture grants
this certification to products
derived from plants and other
renewable agricultural, marine,
and forestry materials that offer
natural alternatives to conventional
petroleum-derived. products.

Mitsui Chemicals Report 2016
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Food & Packaging

Put in place a next-generation pipeline that will serve as another cornerstone
by maximizing the use of resources both within and outside the Group, accel-
erating new business expansion as well as overseas business development,

for the sustainable growth of the Mitsui Chemicals Group.
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Fiscal 2015 Business Overview and Results

® Overview and Year-on-Year Trends

Earnings from coatings & engineering materials increased on the back of suc-
cessful efforts to expand sales in response to growth in overseas demand.
Functional films and sheets also contributed to the increase in profit, buoyed
by firm sales of packaging fims, particularly in Japan, positive steps to
address the upswing in demand for industrial-use films and sheets in such
high-value-added fields as smartphones, and increased sales of new prod-
ucts. In the agrochemical field, higher sales of insecticides in Asia and fungi-
cides in Europe led to earnings growth. In addition, overall weakness in the
value of the yen contributed to higher profits.

® Progress under the Mid-Term Business Plan

M Coatings & Engineering Materials

Commercial operations commenced at new plants in 2016. Included in the
start of operations at special isocyanate plants are meta-xylylene diisocya-
nate (XDI) as well as such one-of-a-kind special isocyanates as polyurethane
elastomer FORTIMO™ and the biomass-based polyisocyanate STABIO™.

B Functional Films & Sheets

Following the establishment of a T.U.X™ food packaging sealant film produc-
tion and sales base in Thailand, commercial operations commenced in
January 2014. There is growing demand for highly functional packaging

materials, and the Mitsui Chemicals Group is endeavoring to cultivate this
market. In addition, the Group has taken the step of setting up the Fabricated
Products Business Coordination Division to better harness the strengths of a
comprehensive structure that extends from the development of plastics and
resins to the processing of fims.

B Agrochemicals

The Mitsui Chemicals Group decided to underwrite a capital increase by
Brazilian agrochemical vendor IHARABRAS S/A. INDUSTRIAS QUIMICAS in
August 2015 and to acquire additional shares of Sotus International Co., Ltd.
in Thailand in January 2016 as a part of efforts to reinforce and expand its
overseas business. Further expanding its presence in Asia, a region where
growth is anticipated, the Group completed the acquisition of 20% of the
total outstanding shares of Cuulong Joint Stock Company in Vietnam in
August 2016 and in September 2016 established SOLINNOS Agro Sciences
Private Limited, a joint venture with Pl Industries Limited that has been set up
to provide agrochemical registration services in India.

Kicking off the progressive release of next-generation agrochemicals com-
prising five new active ingredients that are now within the pipeline, the Mitsui
Chemicals Group introduced three formulations of the new fungicide tolpro-
carb in March 2016.

Aiming for Medium- and Long-Term Growth

@® Fiscal 2016 Plan

Despite achieving earnings targets ahead of schedule, the Mitsui Chemicals
Group is factoring a slight downturn into its calculations for fiscal 2016 due in
large part to fluctuations in foreign currency exchange rates. Drawing on the
wide range of applications and outstanding performance of its lineup of spe-
cialty isocyanate products, and backed by the growth in sales of its new fun-
gicide tolprocarb and other factors, including the reinforcement of the
Group’s marketing structure, especially in Asia, the Mitsui Chemicals Group is
focusing on expanding sales.

® Toward Growth from 2020 and Beyond

The Mitsui Chemicals Group recognizes the pressing need to reduce food
loss and waste, ensure food safety, and increase food production as a part of
its efforts to address a variety of social issues. In addition to placing particular
emphasis on high-growth and high-value-added markets, the Group will work
to capture a share of burgeoning demand overseas, especially in Asia, while
further expanding its business. In addition, the Group will endeavor to pro-
moted increased collaboration between business divisions and to develop
core products that will provide the platform for further growth.

M Coatings & Engineering Materials

The Mitsui Chemicals Group is promoting the use of CHEMIPEARL™, a par-
ticulate aqueous dispersion made of fine polyolefin particles, in the pharma-
ceutical packaging field. In addition, the Group is looking to take full
advantage of the properties and potential of its lineup of specialty isocynates
not found in existing products in order to reinforce and expand opportunities

in the coatings materials, adhesives, sealant, and elastomer fields. Expanding
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beyond packaging applications, every effort is being made to secure growth
by cultivating high-value-added markets in such wide-ranging areas as auto-
mobiles, information appliances, apparel, and construction materials.

M Functional Films & Sheets

In packaging films, the Mitsui Chemicals Group is injecting management
resources into highly functional food-use fields. The Group is placing consider-
able weight on expanding business in Asia, which is continuing to experience
economic growth, and working to capture the growing market for high-perfor-
mance films. In the industrial-use films and sheets field, the Group is working to
develop and introduce next-generation products, focusing on electronic materi-
als in a timely manner while accurately monitoring customer trends.

B Agrochemicals

As a part of the progressive release of next-generation agrochemicals com-
prising five new active ingredients that are now within the pipeline, the Mitsui
Chemicals Group is looking to introduce the new herbicide cyclopyrimorate
and the new insecticide broflanilide to the market around 2019. At the same
time, the Group will continue its research in the agrochemicals field.

Honing in on the growth markets of Asia as well as Central and South
America, the Group will also work to expand the scope of existing active
ingredient registrations in numerous countries while accelerating the pace of
market release. Specifically, energies will be channeled toward developing
new formulations of existing active ingredients based on the knowledge of
local needs derived from partner companies in each country. In this manner,
the Group will endeavor to expand its overseas business.

Addressing individual needs at each stage of the supply chain, the Mitsui
Chemicals Group will provide new functional value through products and ser-
vices that address the performance and functional needs of end users.



¢ A lineup of highly functional products

® Research capabilities in designing
and creating new materials;

developmental capabilities rooted in
collaboration with partner
companies

® Good rapport with influential
customers

Opportunities & Risks¥

® Increasing need for environmental contribution

* Need for boosting food production and
reducing food loss due to long-term
population growth

* An expansion in demand for packaging
materials due to the development of the food
processing industry and improving standards
of living in Asia

¢ A decrease in demand in Japan and a murky
outlook for China and other emerging

Challenges

¢ Strengthening of market cultivation
that includes Asia and India by estab-
lishing a “market-oriented “ framework

¢ Emphasis on high added-value market

¢ Expanding development and invest-
ment in highly functional products that
can also meet niche market needs

¢ Developing a lineup of next-generation

economiesvy

core products
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Addressing individual needs at each stage of the supply chain, the Mitsui Chemicals Group will provide new functional value
through products and services that address the performance and functional needs of end users.

TOPICS: Helping to Address Social Issues

® Reducing Food Loss and Waste

Group company Mitsui Chemical Tohcello, Inc. received the Minister of
Agriculture, Forestry and Fisheries Award at the Third Food Industry
Mottainai Awards for its contributions to reducing food loss—a major global
issue along with waste—for the development of the freshness-retaining film
Spash™.,

Utilizing proprietary technology, Spash™ helps keep produce fresh by
preventing wilting, discoloration, and other deterioration. The award lauds
Spash™ for allowing best-by dates for produce to be pushed back and
thus contributing to lower food waste throughout the supply chain, from the
harvester to the distributor, wholesaler, retailer, and consumer.

Low cost and with a wide range of possible applications, Spash™ is
expected to gain wide acceptance and we plan to expand sales, especially
to serve the growing fresh cut vegetable market. In addition, we are moving
forward with new product development, including of industrial-use freshness
retaining materials and dried food storage materials.

Looking ahead, we will continue working to reduce food loss and waste
through revolutionary technologies and products.

In-store shelf sales (example): Cut lettuce
(Conditions: 4th day at a storage temperature of 10°C)

AGT:

Other general packaging

“-1'.’".
(o
- o -

Discoloration, stale appearance Considerable Discoloration, stale appearance SI | g ht
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M Basic Materials

Build a framework to support the Mitsui Chemicals Group as a foundation
business by establishing a stable earnings foundation based on domestic
business competitiveness and gaining a share of the Asian market in

value-added fields.

Net Sales
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Fiscal 2015 Business Overview and Results

® Business Overview: Analysis of Year-on-Year Changes

In petrochemicals, operating rates remained at high levels for naphtha crack-
ers and other production facilities. Polyethylene and polypropylene earnings
increased on the back of firm domestic demand and a downturn in the ratio
of imported products as a result of the weak yen. The market for the basic
chemical phenol remained weak. This was largely attributable to the start-up
of new facilities by competitors and the prolonged economic slowdown in
China. Despite a difficult business environment, we were successful in reduc-
ing our operating loss by realizing the positive effects of efforts to restructure
the business. An improvement in the terms of trade attributable to the drop in
raw material and fuel prices helped to boost earnings from industrial chemi-
cals. Earnings from polyurethane materials, on the other hand, declined
owing mainly to the deterioration in overseas market conditions as a result of
such factors as excess supply caused by weak demand and an increase in
production capacity in the Middle East and Asia.

® Progress under the Mid-Term Business Plan

The Mitsui Chemicals Group has steady progressed in the restructuring of its
bulk and commodity products business.

W Petrochemicals

e The Group completed its withdrawal from Keiyo Ethylene Co., Ltd. (March
2015) and took positive steps toward putting in place a full capacity naphtha
cracker structure.

Aiming for Medium- and Long-Term Growth

@ Fiscal 2016 Plan

Turning to petrochemical feedstock, naphtha cracker operations are project-
ed to run at a high level due mainly to firm ethylene market conditions. A new
EVOLUE™ facility in Singapore is scheduled to come online in August 2016.
Losses incurred in the Basic Chemicals business are expected to narrow as
a result of steady progress in business restructuring efforts and an improve-
ment in market conditions in Asia. Thanks largely to the effects of business
restructuring, earnings in the polyurethane materials business are also fore-
cast to improve.

@ Expansion from 2020 and Beyond

The Mitsui Chemicals Group is committed to building a stable earnings plat-

form by promoting the shift to distinctive technologies and high-value-added
materials, greater cost competitiveness, and enhanced sales capabilities.

W Petrochemicals

Energies will be channeled toward enhancing the added value of the Group’s
products and uncovering demand.

Boasting the strengths of proprietary catalyst and processing technolo-
gies, EVOLUE™ is in high demand for use in liquid and powder packaging
due to its impressive strength as well as airtight, low odor, low fish-eye, and
heat sealant properties. This high-performance sealant is expected to expand
rapidly in the Asian market. The Mitsui Chemicals Group will work to capture
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e Forward momentum was made toward optimal production in line with
domestic demand trends. The Group also shut down operations at commod-
ity plants where its competitive strengths were low and continued its shift
toward high-value-added products.

¢ Polyethylene and polypropylene decreased 14% and 20%, respectively,
compared with the levels recorded in fiscal 2010, as of the end of fiscal 2014.
M Basic Chemicals

e After shutting down operation at certain phenol and BPA facilities in Japan
and Singapore, the Group took steps to secure full capacity in Singapore as
a part of efforts to establish an optimal production structure. Operations
commenced at a state-of-the-art facility in China in 2014.

e The Mitsui Chemicals Group sold its PTA business in Indonesia. The Group
continued to secure a position as the only integrated manufacturer of PTA
and PET in Japan.

M Polyurethanes

e The Mitsui Chemicals Group established Mitsui Chemicals & SKC
Polyurethane Inc. (MCNS) in July 2015, a joint-venture company with SKC
Co., Ltd. based in South Korea. A new Works in Mexico came online in April
2016 as a part of efforts to strengthen the polyurethane systems business.
Operations commenced at a bio-polyol joint venture in India in January 2016.
¢ At the same time, operations were terminated at the TDI facility of Kashima
Works and the MDI facility at Omuta Works in March 2016 and May 2016,
respectively, in a bid to strengthen the competitiveness of the Group’s opera-
tions by reducing production capacity in Japan.

the upswing in demand for high-performance sealant materials in Asia
through the start of full-fledged operations at its base in Singapore in 2016.

Meanwhile, the Group will look to create new demand by addressing the
needs of an increasingly sophisticated market through its bases in Japan.
Among a host of initiatives, the Group will continue to promote the develop-
ment of the metallocene long-chain branching-type PE, EVOLUE™ E, a next-
generation product that is easy to process while remaining exceptionally
strong.

M Polyurethanes
Every effort will be made to maximize the comprehensive synergy effects of
MCNS.

Building on the strengths of its systems business that provides polyure-
thane material compounds and its ability to upgrade and expand technologi-
cal services of the highest quality to address the demands of customers, the
Mitsui Chemicals Group established a new facility in Mexico in April 2016 and
will boost sales for automotive interior application in North America.
Furthermore, plans are in place to expand the Group’s global operations
through the establishment of new system house bases. Operations at the
Group’s facility in India, the first in the world to manufacture bio-polyol using
castor oil, are slated to reach full capacity by 2020. Utilizing the system house
network, particular emphasis will be placed on expanding sales of bio-poly-
urethane that meet the need for environmentally friendly materials.



Opportunities & Risks¥

e Domestic structure based on two
naphtha cracker facilities (one east,
one west)

® Metallocene and other polyolefin cat-

in Asiav

alytic technologies

® Robust cost competitiveness and
system house business global facility
network growth underpinned by the
establishment of MCNS

terms amid the strong yenv
e Surging crude oil pricesv

Chinese economic growthw

eco-friendly products

¢ Infusion of U.S. shale oil- and Chinese coke
chemical-derived productionv
¢ Bulk and commodity product price deterioration

¢ Influx of imported products and worsening export

¢ Shrinking domestic demand and slowing

 Rising need for highly functional packaging and

Challenges

® Maintaining domestic bases by increas-
ing our competitive edge

¢ Expanding value-added fields through
new polyolefin products

e Accelerating global expansion of new
system houses by leveraging synergies
with MCNS

e Ensuring businesses in the red return to
the black after completing restructuring
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The Mitsui Chemicals Group is shifting toward distinctive technologies and high-value-added materials as a part of efforts to address a wide range of risks,
including those associated with the inflow of products derived from U.S.-based shale as well as coal chemicals in China, and the deterioration in domestic
demand. The Group is putting in place a stable earnings base by further strengthening its cost competitiveness and marketing capabilities.

TOPICS: Helping to Address Social Issues

® Energy Conservation Project Using LNG Cold Energy

The large-scale energy conservation joint project undertaken by Mitsui
Chemicals, Inc., its wholly owned subsidiary Osaka Petrochemical Industries,
Ltd., and Osaka Gas Co., Ltd.—which integrates an ethylene plant with a lig-
uefied natural gas (LNG) plant to use cold energy—was selected by the
International Partnership for Energy Efficiency Cooperation (IPEEC) for its first
list of International Top Ten Best Practices’ in energy efficiency.

Operations for this world’s first energy-saving process commenced in
October 2010. It uses LNG-generated cold energy on a large-scale at Mitsui
Chemicals’ Osaka Works OPC ethylene plant. Natural gas is super cooled to
—160 °C to liquefy it for transport and storage. In its liquefied state, LNG boils
off gas. When returning to its gaseous state, natural gas possesses cooling
(cold energy) properties that absorb surrounding heat.

At Mitsui Chemicals’ Osaka Works OPC ethylene plant, naphtha under-
goes thermal decomposition at high temperatures, after which base materi-
als such as ethylene and propylene are separated and purified using large
amounts of cold energy. With Osaka Gas’s adjacent lzumi Kita Plant supply-
ing the OPC ethylene plant with LNG at —160 °C, we are able to significantly
reduce CO2 emissions through the efficient collection and use of cold energy
produced by LNG.

This innovative energy saving process received the fiscal 2011 Energy
Conservation Award from the Ministry of Economy, Trade and Industry
(METI).”

Looking ahead, the Mitsui Chemicals Group will help reduce environ-
mental impacts and greenhouse gases caused by our production activities

while promoting improvements to and expanded use of energy-saving

technologies.

* The IPEEC selects and awards examples of best practices and best available
technologies in participating countries. The IPEEC’s Top Ten lists were incorporated
as a leading program at the G20 Energy Ministers Meeting on June 30, 2016.

** Hosted by the Japanese Energy Conservation Center and sponsored by METI
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2011, 2014 Mid-Term Business Plan Highlights

MObIllty Capacity Timing
PP compounds Secure position as global leader with 8 bases (FY10 740KTA = FY15 1000KTA)
e Increased production capacity (U.S., Mexico, China, Thailand) +260KTA As needed
TAFMER™() Secure world’s top share
e Enhanced production of specialty TAFMER™ in Singapore +8KTA Feb. 2014
Mitsui EPT™ Strengthen market share in Asia
e Established a new production base with Sinopec in China +75KTA Dec. 2014
Q?&ES?-TOMI(V:,ERTM Secure world’s top share
e Established a new production base in China +11KTA Mar. 2015
STOBA™ LIB safety technology first in the world
e Signed an exclusive license agreement Sep. 2014
POLYMETAC™ Metal resin integral molding technology
e Participated financially in a subsidiary of Sentronic International Corp. Dec. 2015

* Includes Food & Packaging

Vision care Implement world-leading strategy based on total solutions
e Strengthen ophthalmic lens materials lineup
Acquired ACOMON in Switzerland, Acquired KOC in Korea Apr. 2011, Mar. 2013
Acquired photochromic lens materials SunSensors™ operations from Corning May 2014
Launched new lens materials UVT420cut™ for eye protection Oct. 2014
Launched plant-derived high refractive lens materials Do Green™ Jan. 2015
Increased production capacity for XDI (Materials for ophthalmic lens) +5KTA Mar. 2016
e Expansion of lens coating businesses
Established SDC Asia Pacific in Singapore Sep. 2013
Acquired LTl in U.S. (hard coating materials) Jul. 2014
Dental materials Secure global bases

e Acquired Heraeus Kulzer, the dental materials business of Heraeus Holding

Secure global bases spread over 24 countries s, 20
e Newly entered denture market
Acquired DENTCA in U.S. Jun. 2013
Acquired EGS Solutions (CAD software, 3D scanner for dental materials) in Italy Jul. 2014
Nonwovens Secure 3 bases in Asia (FY11 79KTA = FY17 115KTA)
e|ncrease production capacity in Japan +15KTA +21KTA Apr. 2012, Target Mar. 2018
eEstablished a new production base in China +15KTA Dec. 2013
Food & Packaging Capacity Timing
Coating & engineering materials Strengthen specialty isocyanate operations
e |Increased production capacity for specialty isocyanate XDI in Japan +5KTA Mar. 2016
e Start commercial production for 2 new specialty isocyanates in Japan +2KTA Target 2016
T.U.X™ Expand and strengthen market share of EVOLUE™ in Asia
e Established a new production base in Thailand +15KTA Jan. 2014
Agrochemicals Secure global bases, promotion of global registration
e Established overseas bases
Acquired stake in Sotus in Thailand; Acquired stake in Iharabras in Brazil May 2011, Sep. 2011
Established new R&D base in Thailand Feb. 2014
Concluded a business and capital alliance with Cuulong in Vietnam Aug. 2016
Established a joint-venture for agrochemicals registration with Pl Industries in India Sep. 2016
e Promote registration of active ingredients (India, North America, China, Europe, Brazil) As needed
e Next generation agrochemicals  Launched the fungicide tolprocarb to market Mar. 2016
Launch New pipeline From 2019
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KTA: kilotons per annum

Basic Materials Capacity
Phenols Establish local production for local consumption; Reduce costs
e Phenol
Terminated one facility in Japan —250KTA Sep. 2014
Established a new production base with Sinopec in China +250KTA Dec. 2014
e Bisphenol-A
Terminated one facility in Japan —90KTA Mar. 2014
Suspended operation of one facility in Singapore —70KTA Mar. 2014
PTA Achieve sm_;stainabili_ty through coIIaboration_ with local pr_oduction for local
consumption of derivatives (PET); Promote integrated alliances
e Transferred all shares in AMI (Indonesia) to BP Global —540KTA Feb. 2014
Polyurethanes Establish optimal production system for commodity polyurethane materials
e Terminated one PPG production facility in Japan —28KTA Jun. 2012
e Established a new Bio-Polyol production base with joint-venture companies in India +8KTA Jan. 2016
e Shut-down Kashima Works in Japan
Terminated TDI operations -117KTA Mar. 2016
Sold off organic acid business to Fuso Chemical Business rights: Oct. 2014
Maleic anhydride -32KTA After terminating operations of TDI
Fumaric acid —15KTA After terminating operations of TDI
e Terminated MDI operations in Japan —B0KTA May 2016
e Started new joint venture with Korean SKC Jul. 2015
Ethylene center Establish optimal operation system for low run rate
¢ Implemented low run rate measures in Japan Aug. 2013
¢ Withdrawal from Keiyo Ethylene in Japan Transfer—22.5% Mar. 2015
Polyolefin Establish optimal operation system for low run rate
e Terminated two polypropylene (PP) facilities in Japan —180KTA Mar. 2011, Jul. 2013
e Terminated two polyethylene (PE) facilities in Japan —190KTA Apr. 2013, Oct. 2014
Egr?slig(Eggérteht;g?\Z?ne linear low Strengthen market share in Asia
e Increased production capacity in Japan +50KTA Nov. 2011
e Established a new production base in Singapore +300KTA Aug. 2016

Products Prices FY2009 - 2015
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ofithe
Mitsui Chemicals

In line with its Corporate Vision, the Mitsui Chemicals
Group has made “keeping in harmony with the envi-
ronment” part of its Corporate Mission and “con-
stantly pursuing innovation and growth to become a
chemical group with an undisputed global presence”
its Corporate Target. Accordingly, the Group works
to help resolve social challenges through business
activities that emphasize striking a balance between
economic, environmental and social considerations.

As a corporate citizen, the Group seeks to maxi-
mize the worth and utility of its “value-creating
resources”—the wellspring of the Group’s strength—
to ensure the continued trust of its stakeholders and
to fulfill its corporate social responsibility. At the
same time, the Group constantly works to enhance
the driving forces behind value creation by ensuring
its business foundation, including the corporate gov-
ernance structure that underpins all of its value-cre-
ating resources, is constantly reinforced.

Value-Creating Resources

O R&D capabilities that create new
businesses/products

O Diverse human resources that desire to take
on challenges

O Global network encompassing production,
sales, and research

O Relationships based on mutual trust with
stakeholders

O Organizational culture that prioritizes safety
O Frontline capabilities with high aspirations
O Robust financial structure




Research and Development / Intellectual Property

Research and Development (R&D) Basic Policy

Committed to contributing to society, the Mitsui Chemicals Group works to provide solutions to a variety of social issues. These
solutions are backed by material and product innovation spearheaded by the Group’s R&D Division. At the same time, the Group

strives to ensure its own sustainable development.

Development Matrix for the Creation of New Businesses
R&D Strategy and New Products

The Mitsui Chemicals Group has identified Mobility, Healthcare, New business and product creation is essential to the Group’s
and Food & Packaging as its three targeted business domains. achieving its target of ¥100 billion in operating income around

Positioned as the driving force behind the Group’s growth, 2020.

Mitsui Chemicals engages in R&D in each domain on a priority In order to increase the probability that the Group’s develop-

basis as a part of efforts to contribute to society. Moving for- ment endeavors will succeed, steps have been taken to classify

ward, the Group will pursue market-driven R&D while creating potential opportunities by market and technology and to then

new customer value by exploring customer needs. identify an appropriate direction while clarifying related issues
To accelerate new business and next-generation product and key success factors (KSF) by development domain.

creation while developing existing peripheral and downstream 1. New products: Technology development areas

areas of business, the Group’s R&D Strategy Division is consoli- (Technical innovation)

dating information pertaining to market and customer needs as Pursue development on the back of comprehensive proprietary tech-

well as trends in industry, academia, and the public sector, nologies in existing markets where the Group excels

including the activities of venture businesses. In addition, the 2. New products: Market development areas

Group has put in place an R&D management system to ensure (Application innovation)

that this information is optimally shared and evaluated. Building
on this solid information platform, we will devise proprietary

solutions that address social issues by actively exploiting open
innovation and combining our core technologies with technolo-

Apply existing technologies and products and roll out applications
that match customers’ needs in new markets

3. New business areas (Business model innovation)
Pursue M&As and open innovation and create new business by
combining the Group’s technologies with technologies from external

gies from external so