
Business Results

We made fairly good progress in 
transforming the business structure 
for medium-term growth, which 
mitigated the impact of the temporary 
deterioration of existing businesses.
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During FY2016, we strengthened our ASIC (customer-
specifi c LSI) business, which includes game consoles, digital 
cameras, and offi  ce machines, and focused on the start-up 
of the ASSP (LSI for specifi c purposes) business, which plays 
a key role in medium to long-term growth. 

In particular, we enhanced businesses for leading 
global companies in the machinery and equipment market 
with the potential for medium to long-term growth, and 
worked to rebuild an appropriate business portfolio in 
preparation for the arrival of the Internet of Things (IoT) 
society in which everything is connected to a network. As a 
result, the sales ratio of the ASSP business grew to about 
40% and the overseas sales ratio rose to just under 50%, 
both of which were nearly zero fi ve years ago.

In FY2016, net sales stood at ¥55,662 million, operating 
income before amortization came to ¥3,513 million, and 
operating loss after amortization was ¥335 million. The 
factors behind these results include the amortization of 
goodwill associated with the acquisition of overseas 
company for medium-term growth and intangible assets 
and the foreign exchange losses due to the changes in the 

exchange rates between the beginning and the end of the 
year in line with a stronger yen. Ordinary income corrected 
for the fl uctuation of foreign exchange for accounting 
purposes reached ¥313 million, and loss attributable to 
owners of parent was ¥782 million. 

Compared with our full-year results forecasts (net sales 
of ¥56,000 million, an operating loss of ¥500 million, 
ordinary income of ¥100 million, a loss attributable to 
owners of parent of ¥900 million) announced on January 29, 
2016, sales fell slightly below the forecast due to the eff ect 
of the stronger yen, but income improved at all levels, 
refl ecting an improvement in the profi t margin as a result of 
greater effi  ciency of expenses. 

Looking at the details of our businesses, the sales of 
the ASSP products including the Smart Connectivity LSI 
(DisplayPort) and the MEMS timing device we approach on 
as medium-term growth areas, steadily increased to more 
than twice the level of the previous fi scal year, thanks to the 
development of new customers through the launch of new 
products and the expansion of applied areas. The core 
factor driving this growth was transactions with leading IT 
companies in the United States. As a result, the negative 
impact on sales of the temporary decline in demand for 
game consoles and products for liquid crystal panels were 
reduced.

As described above, we believe that our eff orts for new 
growth areas over the medium term made steady progress 
in FY2016.

We made steady progress in the 
transformation of the business structure 
for medium-term growth and the 
expansion of global operation 
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We will carry forward the business 
structural transformation for medium-
term growth, and strengthen the ASIC 
business by expanding the application 
fi elds. 

Medium-Term Management Policy for FY2017

We aim to signifi cantly strengthen the globally competitive 
ASSP business in tandem with the ASIC business. In order to 
achieve this mission, we will build up the customer base by 
developing the application fi elds of the ASIC business.

In the ASSP business, we will continue to promote fi ve 
businesses, namely Smart Connectivity LSI (DisplayPort), 
MEMS timing devices, telecommunications LSIs where we 
will launch new access network products in addition to 
home networks, panel controller LSIs for mobile panels in 
addition to TV panels, and sensor hub LSIs for the IoT. 

The Smart Connectivity LSI (DisplayPort) is a video 
interface standard that provides versatility, scalability, and a 
broadband audio-video data transmission function. 
DisplayPort technology is vital for users who connect 
displays to computers and mobile equipment that require 
advanced audio-video functions. Sales are increasing, driven 
mainly by transactions with leading IT companies in the 
United States. We also intend to enhance products for USB 
Type-C connections, for which the market is expected to 
expand in the future as they become established as the 
standard specifi cation.

MEMS timing devices are components that generate a 
reference signal (clock) to operate telecommunications 
function of electric equipment at the right time and speed 
and used in all electronic equipment. The timing devices are 
made of silicon and exhibit performance that exceeds that 
of conventional crystal products. They are rapidly spreading 
among mobile and wearable applications.

We aim to further expand the MEMS timing device 
business, and we will actively launch new products suitable 
for not only consumer use, but also for industrial use, 
communications infrastructure, and in-vehicle equipment 
because they are expected to be adopted for a wide range 
of products in the areas of IoT, in-vehicle equipment, and 
industrial equipment.

At the same time, we will continue to strengthen the 
ASIC business. To this end, we will provide leading 
customers in Japan and other countries in various fi elds, 
including game consoles, digital cameras, offi  ce machines, 
and telecommunications equipment, with more 
competitive customer-specifi c LSIs best suited for individual 
applications, and by building up the customer base through 
the expansion of the applied areas. 

Our medium-term management policy aims to expand 
and strengthen the ASSP business in the overseas market 
and enhance the ASIC business in the domestic market. In 
addition, we will also reinforce our global bases and develop 
human resources.  

The Group will expand its business relationships with major 
global companies by strengthening applications and 
marketing and seeking enhancement of customer services.

The Group will develop products that constitute platforms, 
focusing on (ASSP) products for speci�c applications in the 
IoT sector, including mobile and wearable devices.

The Group will seek transformation into a high growth, 
high pro�t enterprise, and strengthen its �nancial position.

In customer-speci�c LSIs (ASICs), for which we provide 
integrated support that covers all aspects from 
development to manufacturing and quality assurance to 
address the diverse issues of customers, the Group will 
seek expansion in applications and the customer base.

The Group will promote the globalization of human 
resources.
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Cash Dividends 
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Full – Year Forecast for FY2017 

17/3
(Forecast)

16/3
(Results)

Sales 57,000 55,662 
Operating Income Before Amortization 4,100 3,513 
Amortization of Goodwill＊ 2,900 3,848 
Operating Income After Amortization 1,200 （335） 
Ordinary Income 1,000 313 
Profi t Attributable to Owners of Parent 200 （782） 
Net Income per Share (¥) 9.33 （35.24） 
＊　Amortization of goodwill and associated with aggressive acquisitions of an 

overseas company and intangible fixed assets.

We will aim for higher sales and profi ts 
by steadily carrying out activities 
based on medium-term management 
strategies. 

We will strive to distribute profi ts to 
shareholders, while we seek to increase 
shareholder value and improve capital 
effi  ciency by conducting a share buyback 
when appropriate in a mobilized manner. 

Forecast for FY2017 Policy on Dividend

As networking makes further progress, we predict the 
arrival of an advanced information society in the future. The 
demand for semiconductors will also increase worldwide 
along with the development of the IoT society. As I stated 
earlier, in this environment we will actively promote 
businesses aimed at the leading global customers in the IoT 
areas of mobile and wearable devices in the ASSP business. 
In particular, we expect the MEMS timing device business 
which we have acquired to grow steadily and signifi cantly 
and help improve our business performance. 

In the ASIC business, we plan to launch large-scale new 
products in the second half of FY2016 in the major fi elds, 
and it is expected that sales will continue to increase after 
FY2016.

In FY2017, we expect to post consolidated net sales of 
¥57,000 million (up 2.4% from the previous fi scal year). We 
forecast higher sales and profi ts, with consolidated 
operating income before amortization of ¥4,100 million (up 
16.7%) and consolidated operating income after 
amortization of ¥1,200 million (compared with an operating 
loss of ¥335 million in the previous fi scal year), despite 
¥2,900 million in the amortization of goodwill and 
intangible assets associated with the acquisition of an 
overseas company. We expect consolidated ordinary 
income of ¥1,000 million (up 219.4%) and profi t attributable 
to owners of parent of ¥200 million (compared with a loss of 
¥782 million). 

We regard the appropriate distribution of profi ts to 
shareholders as an important management issue. To sustain 
the distribution of profi ts and the Company’s growth, we 
will work on the active distribution of profi ts, taking into 
account the future business conditions of the Company. We 
will distribute 30% or more of profi t attributable to owners 
of parent to shareholders as dividends, taking the outlook 
for management in the medium term into consideration 
(dividends may be adjusted in consideration of special 
factors related to accounting, the settlement of accounts, 
and tax). The dividend is calculated by dividing profi t 
attributable to owners of parent by the number of 
outstanding shares (excluding the number of treasury 
stock) as of the closing of the fi scal year, and will be 
distributed once a year. Under this policy, we have decided 
an annual dividend per share to be ¥34 for FY2016 following 
the previous fi scal year.

The annual dividend per share for FY2017 has yet to be 
determined but we plan to pay it based on our policy. We 
will publish a news release on a dividend on our website 
when it is determined.

We also acquired our own shares in the capital market 
(based on the resolution by the Board of Directors) in 
February 2016. The total number of shares we acquired was 
920,000, and the total amount of acquisition was ¥972 
million. We cancelled 1,000,000 of the treasury shares that 
we held. 

We will continue to actively distribute profi ts to our 
shareholders, while enhancing our stock value and capital 
effi  ciency. (¥ Millions)

5 MegaChips Corporation


	0727_1-2
	0727_17-18
	0727_43-44

