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Primary Objectives | @

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.

Schematic Concept of Total Motion Control
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History of Sales

Sustained Growth in Sales, with increasing cyclical swings
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Performance Summary

* 2003 32 12,031
. 38.9 1.8
* 2003
. 447 1,995
o 1,317
o 40,204
Sales

*Consolidated Net Sales in fiscal year 2003 amounted to ¥12,031million, up 32% from fiscal year 2002.
* Domestic sales grew 38.9%. Overseas sales increase 1.8%.
Products
« Strategically our key customers are producers of semiconductor manufacturing equipment,
flat panel display manufacturing equipment, and robotics.
« In addition, our products are used in a broad spectrum of fields : machine tools, optical measuring instruments, printing machines,
medical equipment, aircraft and satellites.
Income/
* Increase of revenue in fiscal year 2003 was mainly due to sales expansion to semiconductor device manufacturers in Japan.
*» Operating income soared 447%, to ¥1,995million.
» This major improvement in profitability reflected the jump in revenues, and efforts to streamline and enhance the efficiency of
our operations.
* Net income improved to ¥1,317million.
* Net income per share rose to ¥40,204.




Results | @
Significant Improvements in Sales and Income

Consolidated basis)
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Results

Positive Trend in Financial Indicators
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EBIT
EBIT to Net Sales Ratio
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1 EPS have been calculated deducting bonuses paid to directors and statutory auditors from net income since the 2002 fiscal year.

2 2003 5 20 13
2 EPS have been adjusted to reflect the three-for-one stock split effected on May 20,2003.

1 Dividends paid per Share Non-consolidated basis)
FY 1999 2000 2001 2002 2003
» 23,000 45,000 2,000 3,500 10,100
Dividends(¥)

2003 i 2003 5 20 1:3) 1
Dividends paid per share for the 2003 fiscal year have reflected the three-for-one stock split effected on May 20,2003.
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Results 0’
Substantial Increase in Assets, Maintaining High Equity Ratio o
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Sales Composition by Application Fields o @

2003
Turnover (%) in FY 2003

Non-consolidated basis)

Applications
Robotics

Semiconductor Equipment
I

Flat Panel Display Equipment
]

Gearbox for Motor Manufactures
I Machine Tools

Optical Devices

[ |

Construction Equipment
I Measuring Machines
| Printing Machines

I Transporter

Others




Sales Structure by Regions and Product Types @

Consolidated basis)
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Moving in the right direction, and above historical average
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Stability

Ensured, despite additional borrowing

Interest Coverage Ratio

Interest coverage ratio = Net Cash provided by operating activities / Interest paid-net
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Maintaining steady expansion
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Capital Expenditures
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Outlook

Business Environment
Recognize that our business is cyclical
Increase in request to enhance precision and short term delivery
Medium-term Management Goals
Challenge our job to the ultimate precision
Further improve our engineering skills
Create innovative products to support customers’ increasing needs
Development of new product applications
Promote internationalization
Build up and maintain overwhelming competitive strengths
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Consolidated Balance Sheets

Current Assets
Fixed Assets

Tangible fixed Assets

Intangible fixed Assets

Investment and other Assets

Total Assets

Total Liabilities

Current Liabilities

Long-term Liabilities
Minority Interest

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

Million ¥
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Consolidated Statement of Income

Net sales
Gross profit
SG&A
Operating profit
Ordinary income

Net income (loss)

DRIVE
SYSTEMS
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Million ¥
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Consolidated Statement of = =
Cash Flows &

Million ¥

2001 2002 2003

Cash flow from operating activities

Cash flow from investing activities

Cash flow from financing activities

Effect of exchange rate changes on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at end of year
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HDSI's Share Price (Closing)
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33,108 2004 3 31

Number of shares of common stock
issued and outstanding:

33,108 shares(As at 31 March, 2004)

923 (2004 3 31
Number of shareholders:
923 persons(As at 31 March, 2004)

23,343,474,000 2004 3 31

Market capitalization:
¥23,343,474,000(As at 31 March, 2004)

225

Note: The NIKKEI Stock Average is the average stock price of 225
companies listed on the first section of the Tokyo Stock Exchange.

Harmonic Drive Systems Inc. is listed on JASDAQ.
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