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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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HDS conducts management based on the following management philosophy.

1.Respect for the Individual
HDS aspires to be a company where the rights of every individual employee are respected, and where individuals can pursue a meaningful, cultural, and
worthwhile life.
We will make HDS a company that believes in each employee’s aspirations, supports independent activities, creates an environment where employees can
maximize their abilities through work, and where abilities and performance are rewarded.

2.A Meaningful Company
HDS wants to be recognized as a meaningful, superior company which manifests creativity, has personality and distinctive characteristics, and whose
management foundation is based on ceaseless research and development activities and a constant emphasis on quality—a company where the entire
organization finds meaning in making utmost efforts.

3.Coexistence and Co-prosperity
HDS is supported by many different parties including our employees, customers, shareholders, materials and parts suppliers, affiliated companies and

trading partners.
We make our best efforts to create attractive products, services, compensation, working environments, and trading relations to satisfy all these concerned

parties.

4.Contribution to Society
HDS broadly contributes to society and industry through our corporate activities as a good corporate citizen. The products and services we provide directly
and indirectly contribute to the betterment of society. We aspire to be a company that helps to improve the environment and the quality of the communities
where we are located.
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Mid-term to Long-term Management Strategies, and Issues to be Addressed

The HDS Group has defined “the provision of Total Motion Control” as our business domain. By meeting the wide-ranging motion control needs of our
customers, we boost our corporate value as a technology and technical skills organization.

Accordingly, HDS allocates management resources to refined manufacturing and research and development activities on a priority basis, and emphasizes mid-
term to long-term growth in executing our management strategies.

In particular, we are working to expand our mechatronics products business and strengthen its competitiveness to realize a higher level in our provision of Total
Motion Control.

To those ends, we are working to further strengthen the ties linking sales, development, and production divisions throughout the HDS Group, improve our
abilities to provide solutions to customer problems, swiftly develop and release new products, and improve customer satisfaction with better quality, delivery
periods, and other items.

We are advancing internationalization to respond to demand in China and other markets with outstanding growth, improving our abilities to forecast mid-term
and long-term market and technology trends, and pioneering new markets related to the environment and energy, next-generation robots, and other emerging
fields.

HDS will also accelerate operating reforms covering all our works to increase our operating efficiency and speed, improve profitability, and revise our corporate
constitution for timely response to change.

Management Indices Targets
The HDS Group has established the following management indices targets.

Profit Margin: At least 20%
Total Capital Turnover: At least once per year
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Performance Summary Operating Results

In fiscal 2010 (April 1, 2010-March 31, 2011), the global economy returned to a recovery tone overall. While there were causes for concern including
the fiscal problems which emerged in some European countries and continued high unemployment rate in the US, Europe and the US both maintained gradual
recoveries, and economic growth in China, India, and other emerging economies led global growth.

In the Japanese economy, while there were signs of gradual economic recovery, employment conditions remained harsh, exports slowed under the rapid
appreciation of the yen, and with the Great East Japan Earthquake which struck Japan near the end of the fiscal year, the future outlook rapidly became
uncertain.

The business environment for the Harmonic Drive Systems (HDS) Group was favorable. While there was no powerful recovery in capital investment inside
Japan, orders remained at a high level throughout the fiscal year as manufacturers in China and other Asian countries actively invested in plant and equipment.
In particular the Chinese manufacturing industry, which enhanced its role as the factory to the world using abundant low-cost labor, increased investments in
automation and energy conservation toward reducing production costs and improving quality. This greatly increased the demand for speed reducers used in
small industrial robots for assembly and other works. Meanwhile, the increase in global demand for portable terminals and thin-screen TVs pushed up orders for
mechatronics products and speed reducers used in semiconductor and flat-panel display manufacturing equipment.

As a result of these developments, fiscal 2010 consolidated net sales reached ¥22,001 million, rising 82.5% from the previous fiscal year, which was severely
affected by the recession caused by the Lehman crisis.

Operating profit leaped 445.6% to ¥5,848 million mostly reflecting increased profits from higher sales, despite rises in manufacturing expenses and in selling,
general, and administrative expenses. Ordinary income surged 459.4% to ¥5,963 million, including increased investment profits from an equity method affiliate
in Germany. Net income jumped 492.0% to ¥2,951 million. The fiscal 2010 business performance made a complete reversal from the previous fiscal year, when
income and profits greatly declined, and the Company achieved record high sales and profits.

By product type, sales of speed reducers rose 87.2% to ¥18,069 million, while sales of mechatronics rose 63.7% to ¥3,931 million. Speed reducers and
mechatronics accounted for 82.1% and 17.9% of total sales, respectively.

Segment Performance by Region

<Japan>

The fiscal 2010 business environment was favorable, with increased demand for industrial robots, semiconductor manufacturing equipment, flat-panel display
manufacturing equipment, gear boxes for motor manufacturers, and other major applications.

With this stepped-up demand, the Production Division maintained high operating ratios, which greatly improved profitability.

As a result of these developments, net sales in Japan rose 86.1% to ¥18,562 million. Segment profit (ordinary income) increased 356.1% to ¥5,579 million.

<North America>

Sales and profits both increased from a recovery in semiconductor manufacturing equipment applications, which are the Company’s main source of demand in
the North American market, combined with higher operating ratios from increased local production, improvements to the product mix, and better productivity.

As a result of these developments, net sales in North America rose 65.2% to ¥3,438 million. Segment profit (ordinary income) increased 333.4% to ¥863 million.

<Europe>

Equity method investment profits increased because the business results of our equity method affiliate improved with increased demand for industrial robots and
machine tools applications along with the recovery of the European economy.

As a result of these developments, segment profit (ordinary income) reached ¥93 million (compared with a loss of ¥11 million the previous fiscal year).
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Upturn in Financial Indicators Accompanies Rapid Turnaround in Inc&ne_
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Operational Risks e

1.Plant and Equipment Investment Trends

Because the majority of HDS products are sold as components for industrial machinery such as industrial robots, semiconductor
manufacturing equipment, and flat-panel display manufacturing equipment, plant and equipment investment trends have an influence on the
operating performance of the HDS Group.

In particular, for semiconductor and flat-panel display manufacturing equipment industries, while there is large growth from improved
conditions in the semiconductor device and panel markets and from manufacturing technology innovations, an unexpected market contraction
resulting from supply-demand adjustments or other developments could adversely affect the operating performance of the HDS Group.

2.Research and Development Results

The HDS Group develops and puts on the market distinctive, high-value-added products by intensively allocating resources to the research
and development division as a technology and technical skills organization in the motion control field. A delay in the market release or market
penetration of the resulting new products despite the continuous allocation of resources to research and development could adversely affect
the operating performance of the HDS Group.

3.Product Quality

The HDS Group has received 1ISO9001 certification and otherwise strives to strengthen its quality assurance system to boost customer
satisfaction and gain market advantages. Nevertheless, the emergence of unexpected product defects or other quality issues could adversely
affect the operating performance of the HDS Group.

4.Fluctuations in Foreign Exchange Rates

The HDS Group has two consolidated subsidiaries in the US, one consolidated subsidiary in China, and one equity method affiliate in
Germany, and we are actively advancing internationalization in our businesses. Consequently, foreign exchange rate fluctuations sometimes
have a negative effect on the business activities of the HDS Group. Foreign exchange rate fluctuations also affect the yen-equivalent value of
the Group’s assets and liabilities and revenues and expenses from transactions denominated in foreign currencies, and may have a negative
effect on the HDS Group’s operating results and financial conditions.

5.Retirement Benefits Obligations

Harmonic Drive Systems and some HDS consolidated subsidiaries have defined benefit pension plans or lump-sum retirement benefit plans.
Revisions of the assumptions for calculating retirement benefits obligations and retirement benefits expenses, changes in the investment
environment for pension assets, and other financial developments could adversely affect the Group’s operating performance and financial
conditions.

6.0ther Risks

Changes in the economic and political environment and the occurrence of natural disasters, wars, terrorism, and other unpredictable events
that cannot be avoided by the HDS Group alone could adversely affect the Group’s operating performance and financial conditions. 14
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INZEMEFEHE  Profitability
Upturn in Profitability Attendant Upon Rapid Turnaround in Sales
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Improvement in Stability Resulting
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Consolidated Balance Sheets

RBJEE Current Assets
BEE&E Fixed Assets

BEFEEEE Tangible fixed Assets
ERETEEE Intangible fixed Assets

BEZFDOMDEE Investment and other Assets
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ZDMOEFEFZLE Other Comprehensive Income

DERRERS Minority Interest
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21




EiGEAETHEE
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Consolidated Statement of Cash Flows

FY2006

BEFREICLEF vy a-TO—

Cash flow from operating activities

BEEELDFT Yy a-TJ0O—

Cash flow from investing activities

M EECLDF vy a-TO—

Cash flow from financing activities

Re&RUVRERFYICHROIBEELE

Effect of exchange rate changes on cash and cash equivalents

ReRkUVRERIFYOE (AR) &

Net increase (decrease) in cash and cash equivalents

ReERUVRERIFYOHRES

Cash and cash equivalents at end of year
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FRAF v —b
Share Price

BRI TOPIX#1E
HDSI’s Share Price (Closing) Tokyo Stock Price Index (Closing)
(A ¥ GIRD)
700,000 | 1,400 mEITHFRE

101, 775% (2011438318 B 1)
Number of shares of common stock
issued and outstanding:

101,775 shares(As of March 31, 2011)

600,000

500,000 mEEEH:
2,485 A\ (2011F3A318RE)
Number of shareholders:
400,000 2,485persons(As of March 31, 2011)
m R AR :
65,034,225,000/3 (2011538 31HIRHE)
Market capitalization:
¥65,034,225,000(As of March 31, 2011)

00 000 P — — 0
200,000 _\E; =T Xiw-‘.@ — OPTX%@ 400
100,000 200
CE) TOPIX&E(E, HAI—#B LIS LR ER R ELRETT,
. Note: The Tokyo Stock Price Index (‘TOPIX’) is a composite
0 ’ ) : ’ ) ’ ) ’ : ’ ) v index of all common stocks listed on the First Section of Tokyo
2010/4  2010/5 2010/6 2010/7 2010/8 2010/9 2010/10 2010/11 2010/12 2011/1 2011/2 2011/3 Stock Exchange.

BN—FE=VT -’47 P RT LRIEKIREESEE TP v A A v
Bz EHLTOES,

Harmonic Drive Systems Inc. is listed on JASDAQ market of
Osaka Securities Exchange Co., Ltd.
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Harmonic Drive Systems Inc.
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Investors’ Guide 2011

Year ended March 31, 2011

mE &N

Appendix

AEROFEG, YABREZOHMICEIKEDTHY, EEBEOLTHED IRV EETEREEA
TEYET, 200, EERO%E - >EEL L. ChDBERLERZ(RAE IR L DIEAAHYEDS
EECTAREUWES,

Results forecasts on this document are based on the management’s decisions for future business
strategies and performance, and may include risks from the business environment, uncertainties,
and other factors. For this reason, the understanding is that the actual business results may not
agree with the business prospects as presented on this document.

November 16, 2011 e



2011MEENDRBEL Forecast for Fiscal 2011 @

01T FETHOEFEFE. BN TOHBBBEDORAECAEAEDRTUERITINA, FEEEDORFHRNHL S DAIEENSETD
BE, FATEIZH ST IR EARNA BT OTRYFEY.

BHTIN—TOFEERBIZOZTFELTH, EFLURE, FERAUEEBRITETTIMIKILTA AT/ EEEBRITOZEENEDL TS
CER TOANEBROEAIITHEICFEDLNL— “B@E%ﬁﬁmz‘k/hﬁlﬂ PNTEHR &E)Jﬁb\ikﬁt&o'cdwii

COLERRERNZEL, 2011 FEDERET LEIEATHALL15.0% D 1878, EEE XM RIATHILE44.4%BD3I2EO50E H . EHERE
FIZRIEATEALL41.6%mD 34580 F 7 F. &g L EAMFIZR (L ATEALL40. 7% D 1 TR0 B A . 1R A=Y L ERFFIZR (L ATEA L 40.7 %D
5732 FRELTHYFT,

LALasn, BT IL—T &, BELOWEERE TRV TEEENEHRRERR L TUNKEZH, M2 - E—ay - avbO— )L &2 #3585
- HEeEREL TOFRE HESHITRI1EL, FHG - FTREORIREBETIGEDISRRMEHEL TUNKELEIZ, TRTOEFERRIC
LE=EHBEFORYMEAEINRL, EHERRPIAE—RDAE L, INEEOHREEESD, T LRRICH IS TEDREHELEHTENE
EP

MAT, FRENGRATHSERORNBRE T RI8ENEEH. REAODRYMORIE - TRV F—BEEOHHIGORMAITIL—T
DI NEHT TRYBATENYET,

Forecast for Fiscal 2011 (April 1, 2011-March 31, 2012)

In the second half of fiscal 2011, the outlook for the future of the global economy is highly uncertain given the deepening financial
problems in Europe, the economic slowdown in developed countries, and the increasing likelihood of a deceleration in growth in
emerging economies.

Regarding the business environment for the HDS Group, orders for semiconductor and flat-panel display manufacturing
equipment applications have declined and orders for some industrial robots used in the assembly and other works of digital
devices have been weak since summer.

Considering these conditions, for fiscal 2011 we project that net sales will decrease 15.0% to ¥18,700 million, operating profit will
decline 44.4% to ¥3,250 million, ordinary income will contract 41.6% to ¥3,480 million, net income will fall 40.7% to ¥1,750 million,
and earnings per share will decrease 40.7% to ¥57.32.

Nevertheless, the HDS Group will further strengthen our competitiveness as a technology and technical skills organization that
provides Total Motion Control, pioneer new markets and new applications and promote further cultivation of existing markets in an
effort to realize sustained growth even in a challenging business environment. At the same time, the HDS Group will accelerate
operating reforms that cover all works to increase our operating efficiency and speed, improve profitability, and revise our
corporate constitution for timely response to change.

In addition, we will enhance our abilities to forecast mid-term and long-term market and technology trends and make every effort
to pioneer new markets related to the environment and energy, next-generation robots, and other emerging fields.
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2011%

FXEETHED Forecast i \

~——

(GE#% Consolidated basis)

e L& M

Net Sales N Operating Income
(B ¥ Million )
(BAM ¥ Million )

25,000 - 7,000 -
22,001
5,848
6,000 | !
19,212 F#8 Forecast
20,000 18,700
16,165 5,000 |
4,416
15,000 |
, 4 |
12,056 1000 F#8 Forecast
3,250
3,000 |
10,000 F 2,427
2,000
5,000 | 1,071
1,000
0 1 1 1 1 0 1 1 1 1
2007 2008 2009 2010 2011
2007 2008 2009 2010 2?;_:? - R FY)
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(%)

30.0

20.0

10.0

0.0

e L BEREMRLER

Operating Income to Net Sales ratio

23.0

26.6

¥#8 Forecast

2007

2008

2009

2010

2011(&#E FY)

(H ¥

120.00

100.00

80.00

60.00

40.00

20.00

0.00

(GE#% Consolidated basis)

15 BY L EAM A 4

EPS
96.68
89.78
¥#8 Forecast
57.32
49.75

16.33

2007 2008 2009 2010 2011 (Z£E FY)

¥ ORULYT—2E, 2TOHRBISHNT, 20115451 BO%RXH BN (K 2 1:300)RDBECBREL TRR
X Per-share-data for all periods presented have been adjusted for the 300-for-1 stock split on April 1, 2011 retroactively.

28




201148

1SV EREC AR

Dividends paid per share

(A ¥ (BAM ¥ Million )
40 - 1 4,000
30 4 3,000
27

¥

Forecast
20 + 4 2,000

17

10 4 1,000
0 0

2009 2010

B WY ERE LA (EH) —e— BRI HMAR (B

Dividends paid per share Non-consolidated net income

X RBEYT—2E £ TOHREIZENT, 201154 51 B0 2B (& < 1:300) 0K ECHRELTERR

2 Per-share-data for all periods presented have been adjusted for the 300-for-1 stock split on April 1, 2011 retroactively.

2011 (FEFY)

(GE#% Non-Consolidated basis)

M BECHZBEI SERTT &t

BE FRICHCEM BRI EEERFEHET 2,
L EE

« FREAMEREEEALSEMAIZDO30%EERFEHET D,

o EL BEOMBORNEBROFTRGEEMRANITHIEL, KK
DERNDFIERTERET Do

« EEHOREHEL, PREERSHSIFEHERE.

W AEE R

s MEDEBEERODESH, TICMFHELORFEET]. [EEHRED
FE] EHREE AT LOBE IZHRET 5,
s BHHNREERBRDEITIZEZ 5.

HREHEHREER,

Basic Policy on Earnings Distribution

At HDSI, our basic policy is to distribute earnings in accordance
with operating performance.

While our general dividend policy is to maintain an annual
dividend payout ratio of 30% (30% of parent company net
income), we determine return to shareholders through
comprehensive considerations including dividend continuity and
the maintenance of sufficient internal reserves.

For future business development, internal reserves are mostly
invested in such areas as researching and developing new
products, expanding and improving production facilities, and
upgrading information management systems. Internal reserves
are also used for agile execution of capital policies.
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Business Activity — Products

f

Leadership in Total Motion Control

$

\S
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2&  History of HDSI

B - 1960+ -197(0¢ veeseessssss1Q8() cosevreeseese19Q(eerevscsces 2000 c+++e
55 64 76 79 95 98

afkf | KEZT
LR EH | D HD USM e Rrft IR AR 1so | |1SO| |FEEE
: -3 AR Current HDSI | 9001 [14000 4\ B
History A (IPO)

Invented First JIV 108%d'
HD Introduced USM+ subsidiary
Hasegawa Gear  of USM/
to Japan Works EMHART

HarmonicDrive®

B
S

Products

MECHATRONICS

Fine Mechanics & Motion Control

AccuDrive

oooooooooooooooooooooooooooooooooooooooooooooooooooooooo

REFR MZE FTH RS

E‘ZE D Equipments for Optical, Aero, Space and Environment 100%

5| E Ry Py g| (10 billion ¥)

Semiconductor and Flat Panel Display Equipment
Our ARBERER .
Growth EXRAnOARy b

Before Dawn Robotics

XALEE N—TFZ v 4 3 > H— b Harmonic Concert (_Classi_cal music eelalet=1gi)
N—FEZYIBER

Community Harmonic Lecture Meeting
Relations TRIAD
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%L - E—T3>-avbA—J)L Total Motion Coht(o

TN

KoP

AL F—2ay - aVMa—ILEF—ELERREHS T E
SHOBRBE - guriaz

Developing and producing Precision Control Equipment and Components
for a broad range of applications, focus on “Total Motion Control”

Our business Domain

2L -E—2ar - avMa—ILOBEE
Schematic Concept of Total Motion Control

Jzagihe IR
Sensors Speed
Reducers

ahN—5—
Controllers

Z DAt
SATLER
Other System
Elements
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_Principle and Advantages of Harmonic Drive @

Y¥-%17-27 MY
Circular Spline

TVIRT A
Flexspline

91-7 S TRD-A
Wave Generator

IVIRT A UAI1-T Y 1 hL-4-I2
EoTHARIC bR BE, %
EHTIEY-$17-27 TEHBL,

AT TERICHNE T

The flexspline is deflected by the wave generator
into an elliptical shape, so the flexspline teeth to
engage with those of the circular spline at the

major axis and to be completely disengaged
across the minor axis.

J1-7- Y 1xb-4-mN1 [EEx g HE, IU
YRTFANEY %15 AT FAVEDBEE
%j?}kéj\fflf\ FRSHARABEL

91-7- Y 1 AL-2-E Rt A I AR E

B HE, VAT AUTHEEFL. ¥-

¥17 AT FHVEDEDD HHDHELH
BLTWEET,

A clockwise rotation of the wave generator causes
the flexpline to rotate in the opposite direction
while subjecting it to elastic deformation.

When the wave generator rotates one revolution
clockwise, the flexpline moves counterclockwise
by two teeth relative to the circular spline.

%% % Advantage of Harmonic Drive

INBUER B
HAHEEN
—ECERUERREE
SRUES
BhLIRE

=0
BUfHF . SBAILTHABR S
EBEMNTAL— X EE

EWMIBEROEELEVELAERR S

Compact Design/ Reduced Weight
Non-backlash

High Reduction Ratio by Single Stage
High Efficiency

High Torque Capacity

High Torsional Stiffness
Simple Installation and Assembly
Low Noise and Smoothness operation

High Positioning Accuracy and Repeatability
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__Features and Benefits “ Zero Backlash” &

- o }ﬁg
Clearance between Backlash
|

mated gear teeth l 1.000mm

WSl A+

i""(.’7—} /'i/.l)

Backlash
'
B % NIy a IMERTOHE SR
Applications Backlash Backlash after 1m Our Products
— I EE SRR 0.5FF (degrees) 8.7mm =L None

General Industrial Machinery

'ﬂ%%pﬂtgrsla%gocessing 0.05~0.25/ 0.9mm~4.3mm A('_CUDI'iVQ

Machinery (degrees)
oAk - FERERE —_ . .
R oDotios and Semiconductor 0~002% ) 0~03mm HarmonicDrive®
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: 20105 &
... Turnover (%) in FY 2010
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1A
f'
‘ l
/

:JFD =z
Controller

SN

N—FEZyIRIA4T
AVRRY ME2AT
Harmonic Drive

(Component type)

N—F=Zy I RI47
AzZy kB4 7
Harmonic Drive
(Unit type)

7*1 I~ 74 7
AccuDrive

(Planetary Gear) 35




|‘
| HARMONIC
DRIVE | ILIN[C

FHi& {5 Feature Applications \@ /

—7/*(I~°I:l‘k“JI~TASIMOJ
FHEE
Satellites
Image courtesy o

Mars =
exploration st

Rover hu

ph courtesy of
en Corporation

XEEFEAEET

Optical-infrared telescop

installed on Mauna Kea on tf

Hawaii

Photograph courtesy of the National ~”""".“' STt ol iy o T
Astronomical Observatory of Japan,

Cornell and prowded courtesy NASA/ JPL - Caltech.
National Institutes of Natural Sciences
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Target Segment Image G

MLOREIEE R

Focusing on expansion of Torque

AT —A+ R R

HarmonicDrive®

(A2 1N—Bor 27
H —7R) + IR R
gnverter Motors or

tepping Motors or
Servomotors) + Reducers

WoXEE-IMTEELE
Transporters, Processing
Equipment etc.

General-purpose Motors + Reducers

— MR EE SR AW

General Industrial Machinery

HMAREHETIA—DTHY, B - XES-BENEHFTBHRRCRHLMEMNTEZERICRLEZLOTEHYEE A,
Note: This graph is conceptual. The shape, size, and position of images used do not accurately reflect market size or product positioning.

Robotics, Semiconductor
Equipment

AccuDrive

I

Accuracy
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Semiannual Sales Composition by Application Fields \\_\/

(B{X Non-consolidated basis)

B Milion ¥ 9,921
‘ 9,535 | ’
10,000

9,000 - 1744

1.885

8,000 !6’938! T
7.000 U e
’ TTTEssTT
6,000 1,614 @~ WNSSEEN TS EEE

5,000 3,548 4 483 Vara . I

4,000 T__ ’
3,000 - 1,052  TUwseeem o o — —

2,000 m_—— - 2 863 3,350

| Peelggeem—m | ] |
1,000 1,792
0 903 1 1 1 ]
L+ TH iyt TH
First period Second period First period Second period
20094 E FY2009 20104 & FY2010
mp mFBARHEREE W I RLT (AT A EERE E—AA—AEFTAUR
Robotics Semiconductor Equipment Flat Panel Display Equipment Gear box for Motor Manufactures
B E£ET W SRR B HRiEHIEE ™ ETRIEABR TR
Machine Tools Optical Devices Excavation System for the Oil Measuring Machines
W EN K T A4 W R E R Z D

Printing Machines Transporter Others 38






