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LA A% Primary Objectives \

1. 3
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HDSI focuses our expertise and management resources on “Total Motion Control”,

developing and producing Precision Control Equipment and Components for a broad range of applications.

HDSI aims to become a world industry leader, as a highly skilled precision engineering expert with pioneering spirit.

HDSI will strengthen our management processes and our flexibility to become a winner in the dynamic business environment.
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2. REASE LS DOHEFE History of Sales
Sustained Growth in Sales, with increasing cyclical swings*

(BFAHA Milion ¥)
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3. W24 Performance Summary
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[Sales]
» Consolidated Net Sales increased 2.4% in fiscal 2007 compared with the previous year, to ¥19,212 million.
» Domestic sales grew 4.5%, and overseas sales decreased 4.0%.

[Products]

 Our products are used primarily in precision control systems for industrial robots, semiconductor manufacturing equipment and flat panel display
manufacturing equipment.

* They are also used in a broad range of other equipment, including machine tools, optical measuring instruments, printing presses, medical
equipment, aircraft and satellites.

[Income/ Revenue]

» The increase in sales in fiscal 2007 was primarily due to domestic growth in industrial robots and machine tools, backed by steady capital
investment in the auto industry and other manufacturing industries. Demand for flat panel display manufacturing equipment, which had been
stagnant, increased in Asia in the second half of the fiscal year .

» Operating income amounted to ¥4,416 million, a decrease of 2.0% compared with fiscal 2006 .
» Net income decreased 2.5% to ¥2, 741 million over the same period .

« Earnings per share were ¥26,934 .



4. EEN1740D Results®D \\
Record Results in Sales and Maintained in Income e

(E#% Consolidated basis)

== =
o L& EBIT
X EBIT=REHEFIE + X F R — ZEF 2
Net Sal €s EBIT=Ordinary income + Interest paid — Interest income
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5. EENM1T71M2 Results@ \ 0

Remain at a High Level in Financial Indicators

(GE#% Consolidated basis) (GE#& Consolidated basis)
S5 L BEBITHE . 1&%7‘%%%%@ Zo
EBIT to Net Sales Ratio 30,000

(%) 21.804 27,643 26,934

30.0 AVE. 5-yr 21 742
22.3 252 o4 5 20,000 19,298
13,401
20.0 |
) 10,000
17.6
(0}
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1M =YEE24%E Dividends paid per Share

(B{& Non-consolidated basis)

EE FY 2003 2004 2005 2006 2007
Tk 3366 | 5566 | 6166 | 7400 | 8,000
0.0 . . . : ! Dividends(¥)

2003 2004 2005 2006 2007 ¥ IREEYT—AIE, 2 TOEBISHELT, 2003455 20 A R U20064E4 A 1B OHE D E (% < 1:3)EOMEICERFL TERR

(EF’F FY) 3¢ Per-share-data for all periods presented have been adjusted for the 3-for-1 stock split on May 20, 2003 and the 3-for-1 stock split on April 1,
2006 retroactively.



6. & N\171M3 Results®

Substantial Increase in Assets, Maintaining High Equity Ra

TSEE
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(:##E Consolidated basis)
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Total Assets Equity Ratio
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/. AxBISE LS Sales Composition by Application Fields\ G
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(B{& Non-consolidated basis)

2007
Turnover (%) in FY2007

0.6%

21.9% 25.9%

1.4%

1.6%

Applications
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M TR Machine Tools JLEHERS Optical Devices
M REEMM Construction Equipment 1 EHRIGERHE  Measuring Machines
M ENRI#4  Printing Machines N AGERREEE  Transporter

Z Dt Others
9



8. Fo LM Sales Structure by Regions \ &

(BAH
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> Other region is not written on the graph, because the ratio is small.
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9. FE L@ Sales Structure by Product Typ“éé’"“
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10. IXEEMHEFERR Profitability

Maintaining High Level

B EEBITHE

EBIT to Total Assets Ratio
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11. R&4iER Stability
Strong Interest Coverage, Low Debt/ Equity Ratio \

(;E#E Consolidated basis)

AVBL AN ANLYD - LY F TYRTOLT4-LIF
Interest Coverage Ratio Debt / Equity Ratio

AVELAN ANy T Lo = (BEXFEICkDFvyrain-) /(FIRDOXILER)
Interest coverage ratio = Net Cash provided by operating activities / Interest paid-net

(Times) (Times)
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0.4 |
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25.9 : S
0 1 1 1 1 | 0 1 1 1 I 1
2003 2004 2005 2006 2007 2003 2004 2005 2006 2007
(FE FY) (FEE FY)

13




|
12. B2 R & D Investments \
Maintaining Further Expansion e

(E#% Consolidated basis)

(EFM Milion ¥) (%)
1400 1,151 1264 185 1 20.0
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1200 | AVE. 5-yr
1,000 = B3 047
800 |
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0 0.0
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SR B (%
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13. F&{m#* & Capital Expenditures \ o

(3E#% Consolidated basis)

(BAHM Million ¥)

1,200 1,114
1,000 F
goo + 634 =
AVE. 5-yr
600 | 499
394 421
400
200 t
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X AVEEEEXRVELEEEEDRSE
2 Purchases of tangible and intangible fixed assets
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14. 9 EZE Outlook

[FRIZ 5]
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3. RERBE N THERRICFHmSN ST IIL—TE2 BT,

4. PEDHENEREERL. FHEINEITIL—TITHBELEEBET,

[Business Environment]

Strong trend toward capital investment is expected.

Increase in demand towards “total motion control”

[Medium-term Business Plan]

1. To realize our mandate of “providing total motion control” on a higher level, we will expand our work in mechatronic
devices, based on the development of high value-added actuators.

2. We will recommit ourselves to the ideal of craftsmanship as a means of improving our competitiveness as a
manufacturer.

3. We will be a corporate group prized by customers for our ability to find solutions.

4. We will give high priority to fulfilling our corporate social responsibility (CSR), thereby earning public trust.
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15, HEEES/ERE Consolidated Balance Sheets )

(BFM Million ¥)

FREIEE Current Assets
BE&FE Fixed Assets

BFREEEE Tangible fixed Assets
ELEEEE Intangible fixed Assets

BEZFOMDEE Investment and other Assets

EESET Total Assets

BfEAET Total Liabilities
JiEEE Current Liabilities
EE&{E Long-term Liabilities

MEEAST Total Net Assets

¥EEEAR Shareholders’ Equity
ST - $2E Z=%E%  Valuation and Translation Adjustment

DERRERS  Minority Interest
BEMEESET Total Liabilities and Net Assets
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EEESETEE Consolidated Statement oflncom\eSYSTEMS .
@

(BAM Milion ¥)

7z E= Net sales

St E#8F]2E Gross profit
WTERV—REEE SG&A
=HEFZE Operating profit

R HEF4% Ordinary income
LHAKIFIZE Net income
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17. Bt ryv2on-3r N R Cash Flows -

@

(BAM Milion ¥)

HEFEHI STy a-TO—

Cash flow from operating activities

BEEELDFT vy a-TO—

Cash flow from investing activities

T EE LD Ty a- 70—

Cash flow from financing activities

RE&RUBRERFYIRIMEER

Effect of exchange rate changes on cash and cash equivalents

RBe&kURERFYOE (AR) 88

Net increase (decrease) in cash and cash equivalents

BeRUORSAENODRES

Cash and cash equivalents at end of year
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18. ¥%{MD{am Share Price Trend

PR F v —b

L AR AE Sh are Price TOPIX#

HDSI's Share Price (Closing) Tokyo Stock Price Index (Closing)
(A ¥) (M ¥)
900,000 r 1 2,000 P .
BRATF R
105,277# (200843 A 31 HIRFE)
Number of shares of common stock
800,000 issued and outstanding:
105,277 shares(As at 31 March, 2008)
1,800
700,000 WEREH:
2,031.A (200843 A 31 HRTE)
Number of shareholders:
2,031 persons(As at 31 March, 2008)
600,000 e
' WRFff AR
33,789,831,200M (200843 531 HIRE)
500,000 Market capitalization:
¥33,789,831,200(As at 31 March, 2008)
1,400
400,000
300,000
1,200
200,000 f
e LHKERE  "TOPIX{{E
100,000 L L L L L L L L L L L + 1,000
2007/4 2007/5 2007/6 2007/7 2007/8 2007/9 2007/10 2007/11 2007/12 2008/1 2008/2 2008/3 (i) TOPIXEIE. BIF—E5 1182 b iRE B % e,

Note: The Tokyo Stock Price Index (‘TOPIX’) is a composite index of all
common stocks listed on the First Section of Tokyo Stock Exchange.

BN—FE=VY ’RFAT -V RTLRE S v ALY IS BT EBLTVET,
Harmonic Drive Systems Inc. is listed on Jasdaq Securities Exchange, Inc.
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