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Mitsui & Co., Litd.

Online-conference Q&A
Acquisition of Shares in a Functional Food Ingredients Business
Affiliated to Celanese Corporation

Date/time: 14:00-14:40, June 23, 2023 (Fri.)

Speakers: Yoichiro Endo Executive Managing Officer,
Chief Operating Officer of Food Business Unit
Tetsu Watanabe Managing Officer, Chief Operating Officer
of Nutrition & Agriculture Business Unit
Kazuyuki Sakamoto Deputy General Manager of

Investor Relations Division

Q&A:
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Page 7 of the presentations gives an impression that EBITDA growth is weak
compared with the sales growth rate of 8% CAGR for 2018-2022. Please tell us the
background to that.

EBITDA was affected by higher transportation costs due to supply chain disruptions
etc., as well as higher energy prices and other factors. On the other hand, Nutrinova
was successful in  passing on certain portion of the cost increase to food
manufacturers because of the small amount used in their final products. That makes
it relatively resistant to downward pressure, and therefore its EBITDA margin has
been improving.

Regarding future market growth rates, the explanation was 5% for Ace-K and 3-4%
for sorbic acid, but those are low compared with the past growth rate of 8%. Please
tell us whether Nutrinova’s profit and returns will further increase as a result of
Mitsui’s investment?

The presentation material shows that the market itself is growing, and based on past
performance as well, Nutrinova looks to grow at or above the market growth rate. One
reason 1is that the company is increasing its production capacity in response to
increased demand from major customers. Second reason is that we are expecting to
add to growth through synergies in the short- and medium-to-long-term as a result of
Mitsui’s investment.

Do you expect sales growth to accelerate and profit margins to improve from 2023
onward?

From 2023 onward, EBITDA margin and net income margin are expected to improve
due to progress in cost pass-through, calming of cost increase, and reduction in the
fixed ratio due to increased production capacity.

It was explained that there was an increase in costs, but what are the specific factors
behind the increase in Ace-K and sorbic acid costs and the deterioration of the

EBITDA margin?
The key raw materials are acetic acid and other chemical-derived raw materials.
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Recently, chemical-related products have experienced a significant increase in cost
due to higher raw material cost.

Q5: Is it correct to understand that the ROI for this project is high?

Ab:

The project has a relatively high profit margin, and we expect a high ROI.

[Speaker 2]
Q6: In the explanation of competitive advantage on page 9 of the presentation material,

A6:

you explained that customer assets are centered in Europe and US. What are the
specific regions?

Nutrinova’s US and European customers are primarily major beverage and food
manufacturers in Europe and North America, while the company does not have a bias
toward one region or the other. It sells to major food and beverage manufacturers in
both regions in a balanced manner.

Q7: Also, in the synergies part on page 10 of the presentation materials, you explained the

AT:

expansion of sales channels to Asia, but in which specific regions is there potential?
Regarding the expansion of sales channels in Asia, Mitsui is involved in sugar sales
in Southeast Asia. Sugar is expected to grow at a rate of 1.5 to 1.6% globally, while in
Japan and developed countries in Europe and North America it is expected to grow at
less than 1%, and Southeast Asia as a whole is also expected to grow at less than 1%.
On the other hand, regions such as Indonesia, Laos, and Myanmar, especially
Indonesia, are growing at a high rate of 2%. Demand for sugar being high means,
conversely, demand for high-intensity sweeteners is low. We believe that Singapore,
Malaysia, and other Asian countries with high per capita GDP are good targets for
high-intensity sweetener sales.

[Speaker 3]
Q8: There was an explanation about increase in production capacity. What is the timeline

A8:

for the start of production and the expected contribution to profits from the increase
in production capacity?

Final investment decision of production capacity increase has already been made, and
construction is currently underway. Although we are unable to provide a detailed
timeline, we expect the start of production and the resulting contribution to profits to
take place over the span of several years, rather than immediately this year or next
year.

[Speaker 4]
Q9: This project is the second collaboration with Celanese. What is the background and

A9:

process that led to this investment?

Since the start of collaboration with Celanese in methanol business in 2013, Mitsui
has built a strong relationship of trust with Celanese, especially in our Chemicals
segment and Americas Business Unit, and interactions between executives have been
conducted regularly. In the course of introducing our efforts, we were approached by
the company, who was considering the sale or partial sale of Nutrinova business,
which lead to an opportunity to discuss on a bilateral basis.

Celanese acquired mobility & materials business from Dupont in 2022 for $11 billion,
and it has been working on improvement of cash flow as well as selection and

2



concentration of its businesses. Celanese is the world’s largest manufacturer of acetic
acid, while the majority of acetic acid applications are for functional resins. Food
ingredients are also products that use acetic acid as a key raw material, and the
company had considered the sale of this project, which was the only food-oriented
business in Celanese.

After the approach by Celanese and subsequent internal study, we proposed to work
together in a joint venture since we had no track record or knowledge in high-intensity
sweetener and preservative manufacturing business. This proposal was based on the
partnership with Celanese, where we have built the relationship of trust, and the
continuity of business including operations. Celanese readily agreed, and we have
continued the discussion.
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