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1. 458 Primary Objectives @g
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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. REAFE LB OHEFE History of Sales e
Sustained Growth in Sales, with increasing cyclical swings

(BAM Milion ¥)

15,000

10,000

5,000 [

5oL & (BAR)

History of Sales (Non-consolidated basis)

|
\ " I
Bl
il I]hn(ll/.lﬂ” HH 1 .Mwa

i}

f)

SoENBARRERRNENERNARARARE

1
|
\
“\
\

nent

71 '72 '73 '74 '75 '76 '77 '78 '79 '80 '81 '82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 ‘04 '05 '06
EEFY) 4




3. JH/R2Hr Performance Summary

[EL=]
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[Sales])
*Consolidated Net Sales in the fiscal year 2006 amounted to ¥18,767million, up 29.9% from the fiscal year 2005.
» Domestic sales grew 15.9%. Overseas sales increased 102.3%.
[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/ Revenue]
« Increased of revenue in the fiscal year 2006 was primarily due to positive performance of industrial robotics and semiconductor manufacturing
equipment in Japan. Semiconductor manufacturing equipment performed steady in the U.S. Favorable condition in the European, backed by active
capital investment.
» Operating income soared 40.6%, to ¥4,504million.
* This major improvement in profitability reflected the jump in revenues, and efforts to streamline and enhance the efficiency of our operations.
* Net income increased 33.0% to ¥2, 811million versus the fiscal year 2005.
 Earnings per share as reported was ¥27,643.(Harmonic Drive Systems Inc. executed the 3-for-1 stock split on April 1, 2006.) 5
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Record Results in Sales and Income

(E#E Consolidated basis)
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5. 28/ \1714M2 Results®

Positive Trend in Financial Indicators

(:&#E Consolidated basis) (GE#% Consolidated basis)
# L HEBITH % L LBy LRSS
EBIT to Net Sales Ratio 30,000 EPS S cas
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EEFY 2002 2003 2004 2005 2006
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(ﬁiﬁ; 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. E£&/\1714M3 Results®

Substantial Increase in Assets, Maintaining High Equity Rz%&\_'.
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(B{X Non-consolidated basis)

2006
Turnover (%) in FY2006
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8. F5 L#m( Sales Structure by Regions

(BAH
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10. IR#HE4H8AZ Profitability &
=

Moving in the right direction, and above historical average

(GE#E Consolidated basis)
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Strong Interest Coverage, Low Debt/ Equity Ratio @) -

———

(3E#E Consolidated basis)

AVELAN ANLYD LT TYRTHO(T4-LIF
Interest Coverage Ratio Debt / Equity Ratio

AVBL RN ANLYD Lo F = (BERRICESFrya70-) / (FIRDOZILER)
Interest coverage ratio = Net Cash provided by operating activities / Interest paid-net
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12. FFEEI% R & D Investments \ "

Maintaining further expansion

(:E#E Consolidated basis)

(HAMA Milion ¥) (%)
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13. #Ff{g#H & Capital Expenditures

(GE#% Consolidated basis)

(BAHA Million ¥)
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14, f3EZE Outlook

[ERIE ]
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4. PEDHEWEFEEZERL, FEINDTIL—TI2252LEBET.

[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.

16
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(&AM Million ¥)

RENEE Current Assets
BE&E Fixed Assets

BEREEEE Tangible fixed Assets
EEEEZEE Intangible fixed Assets

BEZFDOMDEE Investment and other Assets
EEASET Total Assets

AESET Total Liabilities

RENAEIE Current Liabilities

EE&E Long-term Liabilities
DEFRERS Minority Interest
&EAKAET Total Shareholders’ Equity

RERUVERGE
Total Liabilities and Shareholders’ Equity
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16, E#HEIBIEEZE consolidated Statement of Income

(BAH Million ¥)

5t = Net sales

5t E#8F)2E Gross profit
RTERV—KREHEE SG&A
HEFZE Operating profit

]H

FEF4E Ordinary income
LHAMFIZE Net income
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17. @itryyaon-stHE Cash Flows

(BAH Million ¥)

SHEEHILBHFrya-TO—

Cash flow from operating activities

BEEELDFT vy a-TJO—

Cash flow from investing activities

HHEEHCLDTyyya-TJO—

Cash flow from financing activities

Re&kUVRERFYIROIBEER

Effect of exchange rate changes on cash and cash equivalents

RERUVBRERFYDOE (ARD) 5

Net increase (decrease) in cash and cash equivalents

Re&RUOBRERFYOHRZES

Cash and cash equivalents at end of year
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18. %MD ER Share Price Trend

Significant Appreciation

A F v —h

S A Share Price TOPIX#(E

HDSI's Share Price (Closing) Tokyo Stock Price Index (Closing)

([ ¥ GIRD)
700,000 2,400

BRATHERIE:
105,277#k (200743 A 31 B RFE)
Number of shares of common stock
issued and outstanding:

650,000 | 105,277 shares(As at 31 March, 2007)

4 2,200
BT
+319% 2,295 A (200743A31HERH#)
Number of shareholders:
2,295 persons(As at 31 March, 2007)

e it
67,172,556,000/ (20074E3 31 B R 1)

550,000 } Market capitalization:
¥67,172,556,000(As at 31 March, 2007)
A 4 1,800
A h

500,000 » ' \ il ' '

600,000 F

2,000

vy 4 1.600
450,000 |
LR E TOPIX# i
400,000 A A A A A A A A A A A A 1,400
2005/4 2006/5 2006/6 2006/7 2006/8 2006/9 2006/10 2006/11 2006/12 2007/1 2007/2 2007/3 () TOPIXEE. FiT— 5.k 94 RARE NS EEMTT

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 RIAT VAT LRFSv A Y VBB FTIC EBLTVET,
Harmonic Drive Systems Inc. is listed on Jasdaq Securities Exchange, Inc.
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