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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 E S DOHEF History of Sales N
Sustained Growth in Sales, with increasing cyclical swings”
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3. IR 4T Performance Summary

Cpl=)

* 2008 F EDEAEFE £ =IEATHILE15.9%E D 16,1655 75 M,

« ENFE L EIFRTEIEE15.7% . B L EIERTEA 16.4% 4>
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* 2008 FEDFE L E BV DERIE, FERIFICIEIBRATH o -EHEEEFORFEHRENFERFOHANTRICHNBIELEZIEN L, HHITHENT

HELZT, EXADRYMAT. TEBBRITEICSH. T5INSRIILTARATLABEEBMIT A ETRECHE, fTEEURERATHh o8 RS

HEMITHLEEBEICITRICEEKRENEKT,

o BEFIRE BIHAL45.0% 02,4278 F M,

o LHAMIF 2RI BTHALL44.6%ED1,518F H M.,

o THRAYLHEAMFIIRIE 14,923M,

[Sales]
* Consolidated Net Sales decreased 15.9% in fiscal 2008 compared with the previous year, to ¥16,165 million.

» Domestic sales decreased 15.7%, and overseas sales decreased 16.4%.

[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, directed excavation system for the oil and industry, aircraft and satellites.

[Income/ Revenue]

» The decrease in consolidated net sales was attributable to several factors. First was the impact, felt by our company as well, of a general falloff of
investment in plant and equipment by the auto industry during the second half of the fiscal year after a strong first half, as a consequence of the
global recession. The result was a massive contraction in sales of products oriented toward industrial robots, machine tools, and manufacturing
equipment of flat panel displays. Sales of products related to semiconductor manufacturing equipment, which had been weak since the previous

fiscal year, saw an even greater falloff of demand during the second half of this year.
» Operating income amounted to ¥2,427 million, a decrease of 45.0% compared with fiscal 2007 .

» Net income decreased 44.6% to ¥1,518 million over the same period .
« Earnings per share were ¥14,923. 5
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Decline in Net Sales and Income Resulting from a Worsening External Environment

(GE#fE Consolidated basis)

== =
o LS EBIT
X EBIT=R &+ I FI 2 —ZEF 2
Net Sales EBIT=Ordinary income + Interest paid — Interest income
(BAH Million ¥) (BZAH Milion¥)
20,000 - 18,767 19,212 5,000 F 4,733 4,700
16,541
3,699
AVE. 5-yr
AVE. 5-yr
4,000 |
15,000 + 14.110 14,452 3,379
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2,000 |
5,000
1,000
0 1 1 0 L .
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008
(FE FY) (FE FY)




5. E#E/N\1714M2 Results®@ \I

\ 0
Downturn in Financial Indicators Accompanies Rapid Falloff in Income ),/

(E#E Consolidated basis)

F FEEBITHZX 18R 2 7=Y L H R 25

(H ¥

EBIT to Net Sales Ratio 30,000, EPS
(%) ' 22 , 108 ZoER 26,934

30 AVE. 5-yr

21,742
22.2 25.2 245 20.000 | 19:298

10,000 [

10 2004 2005 2006 2007 2008
(FE FY)

1B =YBZ24%E Dividends paid per Share

(B Non-consolidated basis)

EE FY 2004 2005 2006 2007 2008
H%a(M
| | | | | BESHA(D) 5566 | 6,166 | 7,400 | 8000 | 4,200
0 Dividends(¥)
2004 2005 2006 2007 2008 X 1KREYT—A2IE, £ TOHEISHLT, 2003458 208 R U20064F4 1B O#HAH B (£ 2 1:3)BOMEICHRELTERR
( E J-g_.,_— FY) % 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. EHEN\1T744M3 Results@ o
Substantial Increase in Assets, Maintaining High Equity I%ﬂ'@'*/
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(:&#% Consolidated basis)
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Equity Ratio
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50 F 56.9
0
2004 2005 2006 2007 2008
(£E FY)




| HARMONIC
\ DRIVE

YSTEMS

7. FH®xRBISE LS Sales Composition by Application Fie‘lds\

(B{& Non-consolidated basis)

2008
Turnover (%) in FY2008

22.3% 25.5%

1.1%
1.6% 10

1.6%

Applications
A7Rvwk Robotics nFEEREEEE Semiconductor Equipment
1 739bv2IT1A7°V4 Flat Panel Display Equipment T-94=hmEIF+ 7Ayl Gearbox for Motor Manufactures
M T{E#M Machine Tools SRR Optical Devices
M REERHM Construction Equipment 1 EHRIELER#  Measuring Machines
M EIRI#H  Printing Machines N RAEMEEE  Transporter

ZDfth Others
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By Regions

(BZAH Million ¥)
20,000 - 19,212
18,767 _— <
1,418 i
3,085 \\ 16:165
3,205 1,275
15000 £ /110 14,452 '
’ —
1,054 1,116 2,400
1,084 1,162
10,000 |
4.03 4,67
1,92 2,11 2,36
5,000 |
0 1 1 1 1
2004 2005 2006 2007 2008
(5 FY)

Fdl Europe
114tk North America
11 EA Domestic

X ZOfhitiE I, LERANSNZHY FTTDBERNTNET,
2 Other region is not written on the graph, because the ratio is small.

(:E#E Consolidated basis)

Hh 35k B
By Regions
100% —_— —_—
7.5 7.7 7.6 7.1 7.9
7.7 8.0 71
R 16.1 14.9
50%
84.5 83.8 748
76. 76.5
0% 1 1 1 1
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(FEFY)
ExJH Europe
113tk North America
11 EA Domestic
X ZOfE L, EEANSNHTFTTNBRNTNES
3 Other region is not written on the graph, because the ratio is small.
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(BAH
20,000
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5,000

S|
By Product Types

Million ¥)
[ 18,767 19,212
4,109 4,675 16,165
14,452
14,110 3,464
3127 2,978
4,65 4,53
2,70
0,98 1,47
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(F£EFY)

1 ApOZ)RA 84S Mechatronics
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100%

50%

0%
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Yl
By Product Types

22.2 20.6 21.9 24.3 21.4

77.8 79.4 78.1 757 78.6

2004 2005 2006 2007 2008
(FHEFY)

1 hhAZHASEL S Mechatronics

1EREE Reducers
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10. INZx 4 F51R Profitability \s |
Decline in Profitability Attendant Upon Rapid Falloff in Sales ~

(:##E Consolidated basis)

B EEBITH X B EXFHFEX
EBIT to Total Assets Ratio “ ROE
0 %
356? 30.0

200 | 5 4 16.6
15_0AVE. 5-yr

10 11.1 10.0
8.7
0 0.0
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008
(FEFY) (FEFY)
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11. R2M1ER Stability
Decline in Stability Resulting from Increased Borrowing to Maintain Asset Liquidity\a_,./

(;E#% Consolidated basis)

AR AN ANLY S LT Fyh-THLT 4 LS F
Interest Coverage Ratio Debt / Equity Ratio
AVELAN ALY S LY F = (EXFBICEDdFvyYaIn-) /(FIRDOXHEE)

Interest coverage ratio = Net Cash provided by operating activities / Interest paid-net
(Times) 675.7 o(gimes)
700 1 646.4 ' '
600

04 r

0.35
500 |
334.9 0 L
400 1 AVE. 5-yr .
0.20 0.17 '
300 02 L
AVE. 5-yr

200 |- 185.8

0.1
100

108.8 0.03 01
57.7
O I I I I I 0
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008
(F£E FY) (F£E FY)
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12. AEFHHE R & D Investments \
Maintaining Further Expansion e

(E#% Consolidated basis)

(BAMH Million ¥) (%)
1,300 1 20.0
1,264

: 1,245

1250 + 1,191

AVE. 5-yr
1,200 F
1,150 1142 10.0
| 8.1 : 77 1
1,100 [
1,050 [
1,000 0.0

2004 2005 2006 2007 2008 (HEFY)
F AR E R & D Expenditure ——xt5c EE & Percentage of Net Sales
SEHEE Fiscal Year 2004 2005 2006 2007 2008

MERFEES (N)

Number of R&D persons
SUEEE L (%)

Share of total employees (%)

49 54 53 55 59

18.3 19.9 15.2 14.9 15.0
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(GE#E Consolidated basis)
(BAM Million ¥)
_ 1,123
1,200 1,114
1,000 r
780
AVE. 5-yr
800 743
600 r
499
421
400 r
200 r
0 1 1 1 1 1
2004 2005 2006 2007 2008 (EE FY)
X BAVEEEERVELEEEEDRSEE
2 Purchases of tangible and intangible fixed assets
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14, 1 GEEE Outlook
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HANLGERBHEARERFIIRK
PRORMIELEEBEDEILETHE

[(B=AHE)

1. b= - E—230 - OM— L ORBE" ELYEVRITTTERIR T B8, FEMTEHBEDE R EE XY,
AAMNOZHOREBEDEELKEBRKT,

2. BIERGEEAEYET, 2EBD)—R21 LEBEED D,

3. UTILEA LEFHTOCADELEEHAET D,

4. REfRRNEEEL, FThiE. FTRAREHET D,

[Business Environment]
Global financial crisis continues to impact the real economy
Likelihood of a protracted recession and changed in industrial structure

[Business Plan]

1. In order to achieve an even higher level of “providing Total Motion Control,” we must aim at further refinements in our
technology and skills, and aim at expansion of our business in mechatronics products.

2. Conduct a thorough campaign against waste and press ahead with reducing lead-time in all operations.

Promote the construction of a real-time work process.

4. Strengthen problem-solving capacity, develop new markets and new uses for our products.

w
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15, EEEEEZE Consolidated Balance Sheets

FREZEE Current Assets
BEEE Fixed Assets

BFEEEE Tangible fixed Assets
EETEEE Intangible fixed Assets

BEZFOMDEE Investment and other Assets

EESET Total Assets

BfEA/ET Total Liabilities
FEIEME Current Liabilities
EE&{E Long-term Liabilities

MEESET Total Net Assets

¥EEEAR Shareholders’ Equity

ST - $2E 2= %A% Valuation and Translation Adjustment
DERRERS Minority Interest

BEMEESET Total Liabilities and Net Assets
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9}

(BFM Million ¥)
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16. EfE8%ETEE Consolidated Statement of Incom\eSYSTEMS

RTERV—REHEE SG&A
=HERZE Operating Income
ZHEF4% Ordinary income
LHAMFI4E Netincome

8

(BAM Milion ¥)
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17. EfgFryv1In-5itEE

HEFHILSF VY- TO—

Cash flow from operating activities

WEEEI_LBF vy a- 70—

Cash flow from investing activities

B EEIC KD F vy a- 70—

Cash flow from financing activities

RE&ERUVRERFYIRIMEER

Effect of exchange rate changes on cash and cash equivalents

R&ERUVBEERFYDOE (ARD) 5

Net increase (decrease) in cash and cash equivalents

ReRUORSAENORRES

Cash and cash equivalents at end of year

Consolidated Statement of
Cash Flows
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(BAH Million ¥)
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18. ¥R{EmD{LEME Share Price Trend

Rl F v —bk

L AT Share Price TOPIX# /8

HDSI's Share Price (Closing) Tokyo Stock Price Index (Closing)
(A ¥) (A ¥
500,000 r 4 2,000 s 5
BRTHFRIH:
105,277#k (200943 531 B H1E)

450,000 1,800 Number of shares of common stock
issued and outstanding:

105,277 shares(As at 31 March, 2009)

400,000 1,600
mEREHC
350,000 1,400 2,171 A (200943 A 31 B IRTE)
Number of shareholders:
2,171 persons(As at 31 March, 2009)
300,000 1,200 N
WRFff#E A
17,708,850,000M (200953 H31HIR7E)
250,000 1,000 Market capitalization:
¥17,708,850,000(As at 31 March, 2009)
200,000 800
150,000 600
100,000 4 400
50,000 f 4 200
= LHRERE  "TOPIX{&{E&
0 0
2008/4 2008/5 2008/6 2008/7 2008/8 2008/9 2008/10 2008/11 2008/12 2009/1 2009/2 2009/3 GE) TOPIXLlE:. Bl —5f182 iRE TR LEEMTT,

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

BWN—FE=vY RIAT VAT LRGES v AL RIS A= EHLTOET,
Harmonic Drive Systems Inc. is listed on Jasdaq Securities Exchange, Inc.
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