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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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HDSI conducts management based on the following management philosophy.

1.Respect for the Individual
HDSI 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 HDSI 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
HDSI 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
HDSI 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
HDSI 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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1.Plant and Equipment Investment Trends

Because the majority of HDS Group’s 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 ISO9001 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, one consolidated subsidiary in South
Korea, and one consolidated subsidiaries in Germany which has nine consolidated subsidiaries in Europe, 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 HDSI 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 6
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Mid-term to Long-term Management Strategies, and Issues to be Addressed

Looking ahead at the coming business climate for our Group, we expect to see greater growth opportunities. In addition to investment in
automation and labor-saving in the manufacturing industry in emerging nations, labor shortages and productivity improvement needs in
developed countries are creating robust demand for use of our products in industrial robots and collaborative robots.

Given this outlook, our Group has drafted a Long-term Vision, as well as a new Mid-term Management Plan for fiscal years 2018-2020
with fiscal 2018 as the initial year, aimed at achieving further growth and strengthening our corporate structure.

Fiscal 2020, the final fiscal year of the new Mid-term Management Plan, will also mark the 50th anniversary of our founding. Drawing on
the comprehensive strength of the entire Group to take full advantage of rapidly expanding growth opportunities, we are aiming to
advance to the next stage.

Long-term Vision

(Aimed-for corporate structure)
Continue to be without peer in the motion control industry through provision of high-value products and services.

(Aimed-for position)
* A trusted actuator maker having original technology
* A leading company in the precision speed reducer field

Mid-term Management Plan for fiscal years 2018-2020
50th Anniversary of Our Founding
Seizing the rapidly expanding growth opportunities, advance to the next stage

(Basic policies and strategies)

(a) Major increase in global production capacity
Raise capacity at each production site, spreading out from Japan to North America, Germany, and South Korea
« Establish capability for producing 280,000 strain wave gearing devices per month
* Raise productivity by enhancing automated lines and developing multi-skilled workers

(b) Raising the capability of each Group company and building greater comprehensive strength
Strengthen the business foundations of each Group company and achieve higher corporate value
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(c) Improving customer satisfaction by raising QCDS capability

Mechatronics AccuDrive®, HarmonicPlanetary® HarmonicDrive®
» Develop new markets and applications * Deploy sales strategies based on the * Normalize and reduce product lead time
with original products and services characteristics of each region * Provide distinctive value in the form of
+ Strengthen service and support + Strengthen development and production high added value products and problem-
capability technologies solving ability
* Raise the level of new product
development and core technologies

(d) Strengthening the business foundation underlying growth
» Acquire and train human resources in line with sound growth
* Enhance business management platforms drawing on IT
+ Carry out business management with the environment, society, and governance in mind

(e) Making moves toward future growth
Foster an institutional climate able to meet changes, even venturing into creative destruction

Target of the Mid-term Management Plan for fiscal 2020 Billion ¥
Fiscal 2017 (actual) Fiscal 2020 (planned)
Amount Percent (%) Amount Percent (%)
Net Sales 54,339 100.0% 100,000 100.0%
Operating income 12,598 23.2% 26,000 26.0%
Net income attributable 8.075 14.9% 17,000 17.0%
to owners of parent

10
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In fiscal 2017 (April 1, 2017—-March 31, 2018), Looking at the state of the global economy during the past consolidated fiscal year, the US
economy expanded, as seen in stock market advances against the background of the improving employment situation and corporate performance,
even though there are uncertainties about the trade policies of the current administration. In Europe, despite unease arising with important elections in
each country, the economy expanded gradually, helped by recovery of the climate for consumer spending. In Asia, while geopolitical risks have been
rising, the economy in China remained firm backed by strong consumer spending. The Japanese economy also saw gradual expansion, as the
employment climate improved, consumer spending was firm, and corporations maintained high performance levels.

For our Group, the business climate was favorable, supported by a strong desire to invest in automation and labor-saving, aimed at boosting production
capacity and raising productivity, mainly in the manufacturing industry. As a result, orders were well above the previous fiscal year, rising to an all-time
high. By application area, orders for products used in industrial robots saw a large increase, especially for use in small robots doing assembly work on
production lines that make products such as home appliances and smartphones. Demand also grew for collaborative robots, which differ from
traditional industrial robots in being able to operate safely side-by-side with human workers. Orders were strong for products used in semiconductor
manufacturing equipment due to demand growth for semiconductors. Among the factors behind this growth were increased demand for memory
incorporated in smartphones and other consumer electronics, as well as advances in functions such as voice recognition applying Al, image analysis in
crime prevention, and sensing and control for self-driving vehicles. Orders increased for equipment used to manufacture flat panel displays, as adoption
of OLED screens grew in new smartphone models and other products, and manufacturers invested in equipment for making high-resolution LCD
panels for large TVs.

Given this earnings climate, our Group carried out initiatives aimed at achieving the targets for the final year of the Mid-term Management Plan (fiscal
years 2015-2017).

On the marketing front, as robot technology continues to advance, we worked to build up our technical support services to enable timely recognition of
ever more sophisticated and diverse customer needs, and proposal of optimal solutions.

On the quality front, we took steps to improve cooperation and quality at our production sites in Japan, Germany, North America, and South Korea, in
order to raise the level and uniformity of products supplied to customers throughout the world.

On the R&D front, the focus was on developing next-generation technologies, by seeking to establish new principles and theories, pursue new
technologies and in other ways expand and deepen basic research. In June, we opened new offices in Silicon Valley for research purposes, building a
foothold in this region where the world’s leading-edge IT and robotics technologies are concentrated. In the joint development project that we have been
carrying out since the previous fiscal year with leading US research institution SRI International, we advanced development toward commercialization
of a new type of transmission adopting a “pure rolling cycloid” motion principle. Application development is also going forward, aimed at reflecting
market needs in products. The CSD Series/SHD Series of strain wave gearing devices, featuring extreme flatness and hollow structure, saw the
addition of new models with 1/80 and 1/120 reduction ratios, further enhancing the lineup. Among mechatronics products, we completed development
and market introduction of the FLA Series of extremely flat brushless DC actuators, as part of plans to expand sales for wheel drives of unmanned
carriers and for drives of power-assisted suits.

16
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In the production area, our initiatives were aimed mainly at raising production capacity of the entire Group to meet sharply rising demand. Specific
measures included implementing capital investment plans ahead of the original schedule, making extensive additions to personnel involved in
production, going from single-shift to two-shift production, and introducing more highly automated lines, in such ways moving to increase operating time
and improve production efficiency. We also acquired new factory properties neighboring our main production site (Hotaka Factory in Azumino-shi,
Nagano Prefecture), as we seek to expand our production base in view of expected demand growth for precision speed reducers. We further began
construction of a new production facility in Matsumoto-shi, Nagano, aimed at fundamentally raising production capacity of crossed roller bearings, a
core component. Additionally, we made efforts to raise production capacity overseas, at our German and North American subsidiaries.

As a result, net sales for the consolidated fiscal year increased by 80.7% year-on-year to 54,339 million yen.

As for earnings, the impact of higher net sales on profits resulted in a year-on-year increase in gross profit by 85.4% to 25,703 million yen, while
operating income rose 61.2% to 12,598 million yen, and ordinary income rose 53.6% to 12,228 million yen. These results were achieved despite higher
manufacturing costs and selling, general and administrative expenses, caused by higher depreciation costs from investment in production capacity
increases and by personnel increases on the work floor to meet the sharp rise in demand.

Net income attributable to owners of the parent company declined 59.2% year-on-year to 8,059 million yen. This result reflects the booking of
extraordinary income of 13,963 million yen in the previous fiscal year from revaluation of equity holdings in our German subsidiary, whereas no such
income was booked in the current term.

By product segment, net sales of speed reducers rose 85.6% year-on-year to 44,643 million yen and mechatronics products rose 61.3% to 9,695
million yen. Speed reducers and mechatronics products comprised 82.2% and 17.8% of net sales, respectively.
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Performance of reportable segments is stated below:

<Japan>

Products for industrial robots, used on production lines in the manufacturing industry, saw increased sales, as did those for semiconductor
manufacturing equipment, driven by increased demand for semiconductors such as memory in smartphones and tablets, and sensors incorporated in
consumer electronics with the move to loT support. Sales increased also in other main application sectors, including products for flat panel display
manufacturing equipment, gearboxes for motor manufacturers, and products used in metal working machines.

As a result, net sales increased year-on-year by 38.7% to 35,350 million yen, and segment income (ordinary income), benefitting from higher sales,
grew 56.7% to 13,909 million yen.

<North America>

Thanks to growing demand for products used in semiconductor manufacturing equipment, medical equipment, and machine tools, net sales increased
19.8% year-on-year to 5,482 million yen.

As for income, segment income (ordinary income) declined 3.8% year-on-year to 678 million yen, impacted by rising research and development
expenses. A major factor was promotion of a joint development project with US research institution SRI International.

<Europe>

The business climate was favorable, boosted mainly by rising demand for products used in industrial robots and semiconductor manufacturing
equipment.

With equity method affiliate Harmonic Drive AG having become a subsidiary, sales reached 13,506 million yen and segment income (ordinary income)
rose 310.5% year-on-year to 554 million yen.
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(##E Consolidated basis)

== =
b= EBIT
X EBIT=EFIZE + L5 R — ZEFI 2
Net Sales EBIT=Ordinary income + Interest paid — Interest income
(BAMA Milion ¥) (BAM Milion ¥)
60,000 - 14,000 -
54,339 12,252
12,000 -
50,000 r
8,084
10,000 -
’ AVE. 5-yr
R 31,944 7,832 7,955
AVE. 5-yr 28278 30,069 8000 7,522 ’ ’
30,000 - 25.951
6,000 |
21,083 4,860
20,000 r
4,000 |
10,000 + 2000 |
0 0 I L
2013 2014 2015 2016 2017 (FEFY) 2013 2014 2015 2016 2017 (FEFY)
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Results ii EBIT to Net Sales Ratio, EPS \ fol

(##% Consolidated basis)

e L EEBITH X 1R 720 L B A A
EBIT to Net Sales Ratio (¥ EPS

%) 250.00

35 215.42

200.00 -

29.0
30 - 27.7

150.00 -

25 - 22.5

251 AVE. S-yr 88.48 AVE. 5-yr 86.90

100.00

T

23.1

20 -
5277 54.60
15 J
0.00

10 | 2013 2014 2015 2016 2017 (FEFY)
1¥k Y =YEE 4 %8 Dividends paid per share
5 FE FY 2013 2014 2015 2016 2017
BER(") 9 14 18 20 26
0 L 1 ) Dividends(¥)
2013 2014 2015 2016 2017 (F£E FY) X1 gﬁ.;:;%—m 2TOMMICHLT, 20144 51 BOHR5FI(1:300) R U2014410 3 1 BOHRHE (1:3) S OMAAHEL TRRL

%2, 2016FENHRRMKECRET HLUHMFIRITL, M YFPEBRRHTHIN—EZVY -RAT - 7—7r—eFRIELECL L, 1
BIABRE T 5559 & Y MEUSORHM CHITML &< & 55T (BRFEESISRHZH) 13, 963E AANE TN THRYET,

1. Per-share-data for all periods presented have been adjusted for the 300-for-1 stock split on April 1, 2011 and the 3-for-1 stock split on
October 1, 2014 retroactively.

3¢2. Netincome attributable to owners of parent for fiscal 2016 included 13,963 million yen of valuation gain (gain on step acquisition)
because the consolidation as a group subsidiary of the German company Harmonic Drive AG, previously accounted for under the
equity method, required revaluation of the existing equity holding at the market value of the additionally acquired equity. 20
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Results i1l Total Assets, Equity Ratio

(E#t Consolidated basis)

BEE BCEALX

Total Assets Equity Ratio
(B H Million ¥) (%)
100
140,000 133,190
90 -
120,000 8o | 759 133 76.1 748
2,49 - —
100,000 | 96,788 70
5 /1.4 AVE. 5-yr \36.9
80,000 - 7,73
50
60,000 r L
! 49,440 48749 40
38,625 I
40,000 0,69 30
I 20
20,000
10
0 ' 0

2013 2014 2015 2016 2017 (#EFY) 2013 2014 2015 2016 2017 (g FY)

1R8N & Current Assets 11 [E 5B & E Fixed Assets
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7 F# @@ Sales Structure by Regions \

(GE#: Consolidated basis)

Hh 125 Bl Hh 35 1]

(&5 Millon¥) By Regions By Regions
60,000 100% I 63
54,339 ' 12.9 14.7 13.9 13.3
7.2
2
50,000 | ,222' 6 77 6.0
75% | | 151 13.2 s 24.8
17.2 '
40,000 | 13,506
10.1
30,069 .
30,000 + 28,278 482 50% |
25,951 18
21 os%,sse.ﬁlg’:; W78
i 1,611 ’ 4,574 69.4 67.7
20,000 .},Eﬁ% 3417 4,850 60.4 64.9
3.184 25% | 51.8
8,12
10,000 + 9,50
4.63 7,56 7,08
O 1 | 0% 1 1 1 1
2013 2014 2015 2016 2017 (FEFY) 2013 2014 2015 2016 2017 (HFEFY)
1NER Domestic 113tk North America 11 EN Domestic 11 dtk North America
KeJH  Europe 1 ZOfthitais  Other Region ExyM Europe 11 ZDfthihid Other Region
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By Product Types

(BAHA Million ¥) 100%
60,000 .
54,339
50,000 | 9ﬁ95|
40,000 |
20000 | 28278 50,069 50%
25,951 " S
21 :
,083 4,648 4.64
20,000 | 5o
10,000 | 1,30 2,36 R
6,51
0 0%
2013 2014 2015 2016 2017 (£E FY)

R E Reducers

HAAMZIZAEL S Mechatronics

75 F# @@ Sales Structure by Product Types \
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(E#t Consolidated basis)

LYl
By Product Types

21.7 17.9 20.9 20.0 17.8
78.3 82.1 79.1 80.0 82.2
2013 2014 2015 2016 2017 (FEFY)

1 EHEREE Reducers [ AAMz A& Mechatronics
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< e
(E#% Consolidated basis)
B EEBITLE =R HOoOEXRFIHEEX
EBIT to Total Assets Ratio ROE
(%) (k)

30 - 50.0 -
450 42.8

25 ¢ 40.0 -
350 -

20 -
30.0

16.1

15 | 250 - 18.5
200 L AVE- 5-yr

10 -
15.0

14.7 6 \10-4

; 100 - 7, :
50 -

0 ‘ ' ‘ ' 00 ' ‘ ‘ ‘ ‘

2013 2014 2015 2016 2017 (FEFY) 2013 2014 2015 2016 2017 (FEFY)
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Stability Interest Coverage Ratio, Debt / Equity Ratio \ [}

(GE#E Consolidated basis)

AVBL AR Ny D LY F TYNITOAT4- LT
Interest Coverage Ratio Debt / Equity Ratio

AVEL AN ANLY D Lo F =(BEEBICEDFvyya-T0-) /(R BOXIAER)
Interest Coverage Ratio = Net Cash provided by operating activities / Interest paid-net

(Times) (Times)
1,200 r 1,1222 050 r
1,000 |
0.40 -
800 -
0.30 r 0.28
600 *
0.20 -
400 - 0.07
0.10
200 * 95.8
0.01 0.02
0 ] ' ‘ ‘ »0.00 — ‘ L w )
2013 2014 2015 2016 2017 (£ FY) 2013 2014 2015 2016 2017 (FEFY)
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FZeBE %R R&D Investments "

(GE#% Consolidated basis)

(BFAMA Million ¥) (%)
2,500 - 20.0
2,114
2,000 - 1,489 AVE. 5-yr
1,404 1,383
1,500
- 10.0
1,000 *~
500 +~
0 0.0
2013 2014 2015 2016 2017 (FEFY)
r aTfFEBERE R & D Expenditure ==315c EELE  Percentage of Net Sales
£EH4EE Fiscal Year 2013 2014 2015 2016 2017
HEHFAREE (N)
Number of R&D persons 59 67 66 86 1
HHERALL (%) 13.1 13.7 12.5 9.9 15

Share of total employees (%)
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xfEt & Capital Expenditures 6

(;##% Consolidated basis)

(BAHM Million ¥)
10,000

8,757

8,000 +

6,000 -

4,282 AVE. 5-yr 4,296

4,000

2,000

2013 2014 2015 2016 2017 (£ FY)

X AEEEERVEVEEEEDNGEE
¥ Purchases of tangible and intangible fixed assets
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FENEE Current Assets
B EEE Fixed Assets

BFREEEE Tangible fixed Assets
EFEEEE Intangible fixed Assets

BEZFOMDEE Investment and other Assets

EESET Total Assets

B{EAET Total Liabilities
FEAME Current Liabilities

EEA&E Long-term Liabilities

#EPEAET Total Net Assets
BREZA Shareholders’ Equity

ZOMDOBFEFIZE Other Comprehensive Income

R F#ME Subscription rights to shares
DRI (FEXEHRERD)

Minority Interest (Non-controlling Interests)

BEMEESET Total Liabilities and Net Assets

(EFM Million ¥)

FY2013 FY2014 FY2015 FY2016 FY2017
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Consolidated Statement of Income

(BAM Milion ¥)

FY2013 FY2014 FY2015 FY2016 FY2017

& Net sales

clt

J

St E#8FIZE Gross profit
WRTERV-—REHEE SG&A
HEF|ZE Operating income

cht

fREFZE Ordinary income

BEtKEICRET 2 LHMF)E
Net income attributable to owners of parent
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Consolidated Statementof CashFlows @

(BFH Milion¥)

FY2013 FY2014 FY2015 FY2016 FY2017

HEEH LD Fvyia-TJO—

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

Re&RUVRERFYOE (ARD) 5

Net increase (decrease) in cash and cash equivalents

Re&RUVRERFYOIRES

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

SRRy Gl S TOPIX#1E
HDSI’s Share Price (Closing) Tokyo Stock Price Index (Closing)
(¥ (1 ¥)

mRITERIEC:

1 2,400 96,315,400% (201843831 HIRT )
Number of shares of common stock
issued and outstanding:

96,315,400 shares (As of March 31, 2018)

8,000 |

7,000 ¢ 1 2,100

1800 mEREHC
18,090 A (2018435 31HIF#E)
Number of shareholders:

6,000 ¢

5,000 11,500 18,090 persons (As of March 31, 2018)
mF 4O EE
000 11290 588,168,194,770/ (20184:3F31HH)
Market capitalization:
3,000 | 1 900 ¥588,168,194,770(As of March 31, 2018)
2,000 F 41 600
LRI ME TOPIX#& &
1,000 - HDSI’'s Share Price Tokyo Stock Price Index 4 300

(GE) TOPIX&F, REAE—BP LG #MRETRELIIEHTT,
Note: The Tokyo Stock Price Index (‘TOPIX’) is a composite
index of all common stocks listed on the First Section of
0 : : : : : : : : : : : 0 Tokyo Stock Exchange.
2017/4 2017/5 2017/6 2017/7  2017/8 2017/9 2017/10 2017/11 2017/12 2018/1 2018/2 2018/3

(Closing) (Closing)

BN—FE=VI -RIA4T P AT LAREERREFWE I FTov XAV mi5
RAVF—RIZ EBLTVET,
Harmonic Drive Systems Inc. is listed on JASDAQ standard market
of Tokyo Securities Exchange , Inc.
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Appendix

AEHOFEL, YHBREEFOHWIZEIKEOTHY, BEBEBEOLEHEDIRA IO EEERESA
TBYET, 200, EEROZEE > L TlE. ChDEBLEAS( R R IERELBESAHYELT
EECTAEARBUWEY,

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 9, 2018



20185 EDREL Forecast for Fiscal 2018 4

2018FEDRBEL

LE2NFHERER AR (ER30F4 A1 AALERI0OFOA0BFET)IHIT A/ IL—TOEE . ZFEMIEFEICEIT D&M
REOFEZZAC. IFEEORHSZEEMORBFICIYKRBLFEARONELLA, TLSFEEXICHTLIEERR L0&HERE
ZERNELERERENRBRRTHOLILICMA. BKEDZFEEICHXALNIENDBERSRAEQYEL, F=. BIFEEISHEL
TEWFELERFBERECEEABDEEARIL, £ERENMNHBEERYBRINZIELBINOREGZERELGYELZ, LLarn, BT
TIHEIEHMEFEICBTIREXNHREFEALCFEREXROREABRELLLICKY, EXAOAVIAT, $EFREERERIT, 77V
MRV TARATAREEERTGEOFTENRAEREICH DI END, EHI0OFLATTHICARLEBHOFEBMEEZEBERLELS,
Fa3 13 A HIDEREEAEL, 5t LE670/RMA (ATHAL23.3%18), EXEF 16 18 (ATHALL27.8%18) . EFE |4t 1658 (ATHALL34.9
%38 B KEECRET 2L EMFILT106EMA (FTEAILI31.5%B)EFHLTHYET,

Forecast for Fiscal 2018

In the first six months of the fiscal year ending March 31, 2019 (from April 1, 2018 to September 30, 2018), the Harmonic Drive
Systems Group experienced a substantial adjustment in bookings, reflecting a surge in the preceding fiscal year. However, we
posted record-high net sales, buoyed by robust capital investment by the manufacturing sector—aimed at boosting productivity and
achieving labor savings—and supported by a high orders backlog. Due to successful efforts since last fiscal year to bolster capital
investment and the number of manufacturing personnel, we have been able to augment production capacity according to plan. This
has been the main factor behind the rise in net sales. However, we revised forecast of operating performance for the fiscal year
ending March 31, 2019, announced on May 11, 2018, take into consideration the holding back of investment in the manufacturing
sector in China, as well as revised investment plans in the semiconductor industry currently. For these reasons, we expect demand
for products for use in industrial robots, semiconductor manufacturing equipment, and flat panel display manufacturing equipment to
be in an adjustment phase.

Our consolidated results forecasts for the fiscal year ending March 31, 2019 are for net sales of 67,000 million yen (year-on-year
increase of 23.3%), operating income of 16,100 million yen (year-on-year increase of 27.8%), ordinary income of 16,500 million yen
(year-on-year increase of 34.9%), and net income attributable to owners of the parent company of 10,600 million yen (year-on-year
increase of 31.5%).
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Forecast I Net Sales, Operating Income

(:E#% Consolidated basis)

e L& M

Net Sales - Operating Income
(BAMA ¥ Milion) (BFAHM ¥ Million )
20,000 ¥#8 Forecast
80.000 $#8 Forecast
18,000 |
70,000 - 67,000 16,100
16,000 -
60.000 14,000 +
54,339 ' 12.598
50,000 - 12,000 |
40.000 | 10,000 -

7,618 7,813

30,069 8,000 -
30,000 - 25051 28278 7,066
6,000 -
20,000 - voss |
10,000 2,000 -
\ 0 ‘

0 ‘ ‘ ‘ 2014 2015 2016 2017 2018 (FEFY)
2014 2015 2016 2017 2018 (£ FY)
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Forecastii Operating Income to Net Sales Ratio, EPS

(E##E Consolidated basis)

HLEEEREE 1ER A=Y S HARF 2

« Operating Income to Net Sales Ratio NE EPS

250.00
215.42
300 - ¥7%8 Forecast
27.2 26.9 26.0 200.00 +
¢ 24.0
23.2
150.00 -
20.0 - ¥ 48 Forecast
110.11
100.00 -
10.0 -
52.77 54.60
50.00 -
0.0 ‘
2014 2015 2016 2017 2018 (g Fy) 0.00

2014 2015 2016 2017 2018 (FEFY)
X1 AR EEYT—2E 2 TOMRMICHENT, 201451031 BOBRR DB (1:3)ROMMEICBEL TRRLTHYES.
X2 20164 ENRAAMHEICRET 2 LMPFIBITIE, R YR EBARHTHIN—EZVY FF(T - F—F—EFRAELEI L,
HERIHDRE T 2R % LB MBS ORI TR =282 & 23Tl Z 2 (BRFEIRGIZR2ZE2E) 13,963 A AN EENTHYET,
%1 Per-share-data for all periods presented have been adjusted for the 3-for-1 stock split on October 1, 2014 retroactively.
%2 Net income attributable to owners of parent for fiscal 2016 included 13,963 million yen of valuation gain (gain on step acquisition)
because the consolidation as a group subsidiary of the German company Harmonic Drive AG, previously accounted for under the
equity method, required revaluation of the existing equity holding at the market value of the additionally acquired equity. 3 5
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Forecast iii Dividends paid per share 8

(:&#% Consolidated basis)
1R S =Y A 14 %
i

\

Dividends paid Per share a3 I-B T SERTT &
(EFM ¥ Million ) LR, FECISCEF RN EEARSEHET S,
SE W
40 | ¥ - FRIRLMEAEESHKTCRET 2 LHMFIRO30%EEA
Forecast Hted B,

20,000 ¢ 7=72L. BEHOMGOREZROTELELHREMICHIZEL, ¥E
DEFRADFIRETERET S,
- ERHOAEHKREE, PEE UG ERS, HIREUEIKERE,

HATER

18000 . wROEEREBOLD, EI[HHRAOBAEHRL (EEZHD
R BEREERATLOEMRFIIHZET S,
s BN GERBERDZRITIZHA S,
10.000 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

5000 dividend payout ratio of 30% of net income attributable to owners
of parent, we determine return to shareholders through
comprehensive considerations including dividend continuity and
the maintenance of sufficient internal reserves.

0 For future business development, internal reserves are mostly
2014 2015 2016 2017 2018 (& FY) 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.

= w1 Y ERELEE (EH#) 2 —e—BstKICRET S LHMAE (G

Dividends paid per share Net income attributable to owners of parent

X1, AKREEYT—2E, 2 TORRBICE LT, 201451081 BOMK DB (1:3)ROKEICHREL TR RLTEYET,
X2, 2012F EAD2014F EFEL LD F R HRY BAR" O LR R E R —RISL T =7z, BEAOLIFRIHERRLT
BYET.
1. Per-share-data for all periods presented have been adjusted for the 3-for-1 stock split on October 1, 2014
retroactively.
2. The reason for showing non-consolidated net income is that this was the basis for dividend calculations for the fiscal
years from 2012 to 2014 3 6
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Leadership in Total Motion Control
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N—%JL-E—3>-avbO—JL  Total Motion Cont@ 8

WU TI—TOEXEEE AL F—2ay - avMa—ILEF—LLERREHS B E
Our business Domain FEORKET D

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

&L - E— 3y - avba—ILOEEH
Schematic Concept of Total Motion Control

Speed
Reducers

o H—
Sensors

avha—o— el
Controllers Motors

KSA /83—
Drivers
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History #H

64 7679

SFFEA| KELT

HD | [usw B

BA

B

Current HDSI

Invented

R
%

Products

BE®D
=8| %

Our
Growth

XALTEE)

Community
Relations

First JNV 100%

Introduced HSM+ o s?%sgc,i\i/le)ry
asegawa GearO
to Japan Works EMHART

RERREN

Before Dawn

HarmonicDrive®

MECHATRONICS
DA

Fine Mechanics & Motion Control

AccuDrive
HEX - FH RS

Equipments for Optical, Aero, Space and Environment

FERK BRRERIERE

Semiconductor and Flat Panel Display Equipment

EEXRAOKRY b

Robotics

N—TFEZ Y EHESE Harmonic Lecture Meeting
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< A5t EEDHEFS History of Sales \

(HAH Milion¥)

l

T 75 b B (BK)
History of Sales(Non-consolidated basis)
35,000 - rofessional robots
0000 T edical equipmen
2FINNRILT
Flat Panel
25,000 - Manufa
20,000 -
e LxTeE
15,000 - Seml?éda du rl%:# iHnent
I A \
10,000 - Sy Y (
5000 | N |\n(mm.h.u |
' 5 ﬁ'ﬂf””””w
s crmmmaman I Working Machines

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 '07 '08 '09 1011 12'13'14 15 16 17 (4= FY)
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Sales Structure by Product Types

201745
Turnover (%) in FY 2017

arvko—3

N—FEZwvYI RIA4T®
AVRERYMEA T

HarmonicDrive®
(Component type)

N—FEZwvYI RIA4T®

W 2 R A=y hgA4F
Planetary Gear 2 HarmonicDrive®
(Unit type)
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Principle and Advantages of “HarmonicDrive®” -

A 7/./
IVIRT 4y ¥-%15- 2754V
Flexspline Circular Spline
J1-7 Y R4S
Wave Generator . : =
IVIRT FAUI1-T Y 1R L-4-(2 91-7" Y 1Ab-4-E R Rt A mICElERE y1-7- Y1 Ab-4-pM 1 [ERY 2L, TL
LOTHEMARIZEDHON DL, B HdL, IVIRAT FAALEMEERL, #- YRTFAUEY-F15 AT I VEDEHK
RENTIEY-¥217- AT FHMUEH BN, $17:- AT VEDEDDHHHOENHE E2MATET, FRETARAABEL
RHTIITELICHNET, PLTWEET, EEN
The flexspline is deflected by the wave generator A clockwise rotation of the wave generator causes When the wave generator rotates one revolution
into an elliptical shape, so the flexspline teeth to the flexpline to rotate in the opposite direction clockwise, the flexpline moves counterclockwise
engage with those of the circular spline at the while subjecting it to elastic deformation. by two teeth relative to the circular spline.
BSas the Minor axs. P iotely disengaged
[ . . 144
¥ & Advantage of “HarmonicDrive®
r NEIRE Compact Design/ Reduced Weight
e HAEMNEN Non-backlash
v RS Hollow Construction
. —ERTEVEIRL High Reduction Ratio by Single Stage
. EME High Efficiency
r BMNULIRE High Torque Capacity
r SWVMIBEROBELGURLAEBEBIRME High Positioning Accuracy and Repeatability
e S0V High Torsional Stiffness
v BUMIT. AL THRS Simple Installation and Assembly
r FEANTRL—XEME Low Noise and Smoothness operation
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Features and Benefts * Compact and Lightweight_@

I H3RDER T TR N RS

Comprised of just three basic components Compact and Lightweight

ILDRATIAY
(FHEE)

Flexspline

Y—%15-AT3M4Y
« (RIE=)

Circular Spline

DI—J-VIRU—8 (GRENFELESS)
Wave Generator
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Features and Benefits “ Zero Backlash” @

Backlash

® } H3
Clearance between
mated gear teeth I 1,000mm |

MESWlmA+*<
(NPT r7a)

Backlash
v

A =R’ NSy AmERTOHE Wt B

Applications Backlash Backlash after 1m Our Products
_%Eﬁ*ﬁm : 05?&F (degrees) 8.7mm 7:-:I:L/ None
General Industrial Machinery

= s - o

%%po?tgt}aﬁlﬁocessing 0.05 025F§_ 0.9mm~4.3mm ACCUDrlve
Machinery (degrees) HarmonicPlanetary®
Ok FEREE —_ . .
e 0~002% =~ 0~03mm  HarmonicDrive®
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FTHEE sunzmxg
Satellites Photog
A

2533
robots

aph courtesy of
en Corporation

RERH [ F AETE

Optical-infrared telescop
installed on Mauna Kea on ff
Hawaii

- - courtesy of Carl Zeiss AG, Germany
Photograph courtesy of the National - - s L

- Rover image db d'to
Astronomlca! Observatory of Japan, Cornell and provided courtesy NASA/ JPL - Caltech.
National Institutes of Natural Sciences
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