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Looking at consolidated business results for the first half of the fiscal year ending March 31, 
2014, we see that net sales were up 30.0% year on year to total 180,799 million yen. 
Operating income climbed 68.9% year on year to reach 13,003 million yen while net income 
hit 8,772 million yen, 2.4 times what it was a year ago.

Sales and profits top forecast revised in July. The upturn in the global economy buoyed 
demand for many of our products, driving sales and profits much higher than the upward 
revision made to the forecast in July. Profitability improved and profits rose significantly due 
to increased production volume and better factory utilization. In terms of products, an 
increased external shipment volume for ball bearings, a rapid increase in sales of LED 
backlights and better profitability in motor businesses were main factors behind this 
significant improvement.
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For the second quarter of the fiscal year ending March 31, 2014, net sales were 95,482 
million yen. That’s up 35.5% from the same period last year and an increase of 11.9% over 
the previous quarter. Operating income was 9,465 million yen, 2.4 times that of the same 
period last year and 2.7 times that of the previous quarter. Net income totaled 5,920 million 
yen, 3.0 times that of the same period last year and 2.1 times that of the previous quarter.

These quarterly sales as well as operating income and ordinary income figures are record 
highs since we started disclosing our quarterly performance results in the fiscal year ended 
March 31, 2002. We estimated the foreign exchange gains for sales, mainly due to the 
weaker Japanese yen, to be approximately 15.9 billion yen on a year-on-year basis and 0.5 
billion yen on a quarter-on-quarter basis. Foreign exchange gains also boosted operating 
income an estimated 2.4 billion yen year on year and 1.8 billion yen quarter on quarter 
mainly due to weaker emerging countries’ currencies such as Thai baht. Those positive 
impacts were amplified by the lowered production costs in terms of local currencies such as 
Thai baht caused by increased production volume and better efficiency.
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Second quarter net sales totaled 95.5 billion yen, up 35.5% year on year and 11.9% from the 
previous quarter. This jump was due to increased sales volumes for a variety of our products, 
including ball bearings, motors and electronic devices, as well as foreign currency gains.
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Operating income for the second quarter was 9.5 billion yen, 2.4 times that of the same 
period last year and 2.7 times that of the previous quarter.  Our operating margin improved 
5.8 percentage points from the previous quarter to hit 9.9%. Profits for both the Machined 
Components and the Electronic Devices and Components business segments increased 
significantly and our monthly operating income has been rising steadily every month since 
April.
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Second quarter net sales in the Machined Components business segment totaled 34.6 billion 
yen, a 1.5% increase from the previous quarter. Operating income was up 23.9% from the 
previous quarter to total 8.5 billion yen while the operating margin reached 24.7%, up 4.5 
percentage points from the previous quarter.

Sales of ball bearings increased 3.2% from the previous quarter to total 19.3 billion yen. 
Monthly external shipment volumes have been consistently high. Hovering above 130 million 
units since April, external shipments hit a record-high 143 million units in September. 
Demand has also been growing for a variety of different applications, such as fan motors, 
automobiles, home appliances, office automation equipment, and automated teller machines, 
and we expect it to remain high for at least another three months or so. The higher 
production volume has boosted factory utilization, resulting in higher profits and making ball 
bearings one of our current profit drivers.

Sales performance for our rod-ends and fasteners remained steady in the second quarter 
due to growing demand for new aircrafts. While sales decreased 1.5% compared to the 
previous quarter, due mainly to the summer vacation season in Europe and the U.S., profits 
rose quarter on quarter thanks in part to the weaker Japanese yen. Since the medium-term 
outlook for aircraft production is bright, we are working hard to fuel growth over the coming 
years. These efforts include reducing costs via expanded production capacity in Thailand.

The HDD market remained flat during the second quarter mainly due to lagging PC sales.
Sales of HDD pivot assemblies was flat from the previous quarter. However steady 
production brought manufacturing costs down and widened our profit margin.
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In the Electronic Devices and Components business segment, second quarter net sales 
totaled 60.6 billion yen, up 19.0% from the previous quarter. Operating income was back in 
the black with a total of 3.4 billion yen after a loss of 0.3 billion yen last quarter. The 
operating margin also improved by 6.2 percentage points over the previous quarter to reach 
5.6%.

Sales of motors increased 10.1% from the previous quarter to total 35.9 billion yen. Buoyed 
by the global economic recovery, motor sales volumes increased practically across the 
board. Monthly earnings for motors were back in the black by June due to top line growth 
and structural reforms implemented in the fourth quarter of last fiscal year. During the 
quarter, our monthly operating income rose steadily every month and we achieved quarterly 
profitability for the first time in the last 11 quarters.

Sales of electronic devices rose a whopping 45.7% over the previous quarter to total 20.1 
billion yen. The increase was due to shipments of LED backlights for smartphones, which 
account for almost 90% of all sales. Earnings increased significantly due to higher sales and 
better factory utilization, making LED backlights another one of our major profit engines.

Net sales of measuring components increased 8.0% over the previous quarter to 2.7 billion 
yen and pushed profits up.
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Net income for the second quarter was 3.0 times that of the last year and 2.1 times that of 
the previous quarter to total 5.9 billion yen, with net income per share reaching 15.9 yen.

As an extraordinary loss, we had a 1 billion yen impairment loss of fan motor’s excess 
production capacity in order to trim fixed costs as a part of motor business restructuring. In 
addition, we had a 0.1 billion yen business restructuring loss related to shutdown of a 
keyboard’s membrane factory in Shanghai.
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As sales increased, second quarter SG&A expenses rose 0.2 billion yen over what they were 
in the previous quarter to total 13.2 billion yen. The SG&A expenses-to-sales ratio, however, 
dropped 1.4 percentage points to 13.8% due to cost cutting efforts.
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Due to rising sales, inventory increased 1.4 billion yen compared to the previous quarter. 
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Capital expenditures for the fiscal first half were 10.0 billion yen while depreciation and 
amortization expenses for the period totaled 11.7 billion yen. We are curbing capital 
spending as much as possible this fiscal year and trying to improve our financial position 
since we have already aggressively expanded capacity in growth areas over the last three 
years. This fiscal year we plan to spend 20.9 billion yen to keep expenditures below 
depreciation and amortization expenses.
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Net interest-bearing debts, which are interest-bearing debts minus cash and cash 
equivalents, totaled 126.5 billion yen at the end of the second quarter. That’s down 9.7 billion 
yen from the end of the previous fiscal year. Free cash flow for this fiscal year is expected to 
total 17.1 billion yen due to soaring profits. We also plan to cut net interest-bearing debts by 
utilizing the improved cash flow from reduced investments, etc.
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When we announced our first quarter results this past July, we made an upward revision to 
the first half forecast. Since we have surpassed that target in the second quarter and the 
business is moving squarely on track we have decided to make another upward revision to 
the forecast for the second fiscal half.

We expect to see significant gains this fiscal year as the robust performance of our main 
products that we experienced in the first half continues, including growing external shipments 
of ball bearings, rapidly increasing LED backlight sales, and better profitability in our motor 
businesses.

Sales and net income are expected to surpass past record high levels of 334.4 billion yen 
and 16.3 billion yen, respectively, made in the fiscal year ended March 2008.
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This slide shows the revised business segment forecasts.
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Now let's move on to policy and strategy.
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We made an upward revision to our forecast for this fiscal year once again as shown here. 
Despite criticism from our investors we went ahead and did what we thought had to be done 
and I'm now happy to say that our efforts have paid off.
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The factors driving the upward revision include our all-out effort to improve productivity and 
cut production costs by leveraging our vertical and horizontal strengths as well as aggressive 
investments. These investments include construction of a new ball bearing plant, additional 
aircraft part plants in Karuizawa and Thailand, new LED backlight plants in Suzhou and Lop 
Buri, and a new Cambodian plant. Although it will take a while before we see a full return on 
these huge investments, they have already started to pay off. As part of restructuring we 
withdrew from the keyboard business, whose employees have been reassigned to the 
backlight business operations. If we hadn't pulled out of the keyboard market, we never 
would have seen sales rise this fiscal half and today backlight sales of one hundred billion 
yen are within our grasp. In light of the shrinking demand in the PC market, it looks like we 
bowed out of the keyboard business just in time, leaving us in a good position to take the 
next step forward. We also withdrew from the coreless vibration motor business since there 
was little hope of it generating any synergy.
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Another important factor is the economy which has taken an upward turn over the last six 
months. The Japan Center for Economic Research's World Business Climate Index shows 
the global economy was "stormy" up until May of this year but shifted to "rainy" in June. 
Looking at the economic climate in China, we see that the storm is subsiding there as well 
and it is now just cloudy or drizzly. We at Minebea feel that, as far as our consumer markets 
are concerned, the economy has bounced back from the impact of the Lehman crisis. Our 
monthly external bearing shipment volume hit 143 million units. While annual sales of new 
cars in the U.S. fell from 16 million units to 10 million units after Lehman crisis, sales shot 
back up to 15 million units this year. The word is that world stock market values are back to 
where they were six years ago as well. As we look closely into the current situation, we 
expect that the economy will return to pre-Lehman crisis levels and consumer markets will 
regain momentum mainly in emerging economies. Although there are some concerns over 
China's slowing economy, when we look at the Chinese market, demand for high-end parts 
is increasing every year. Now let's consider the outlook for our operations against this 
backdrop.



21

Let's take a look at these four areas.

Our ball bearing business is doing very well. I mentioned earlier that external shipment 
volume reached 143 million units in September. Sales remained robust in October as well. 
Although production was halted throughout China for a full week in October for the country's 
National Day celebrations, sales for the month were actually comparable to or higher than 
what they were for September.

Our share of the global market for thin LED backlights used for high-end smartphone models 
reached 70%.

It's no longer just a few existing major manufacturers that are focusing on high-end 
smartphone models. Chinese manufacturers have jumped on the bandwagon and are fueling 
demand for high-end parts. That's why Japanese smartphone parts makers are enjoying a 
booming business.

While demand dropped off for our motor business last fiscal year, we were able to bring 
performance up via a number of measures that we implemented.

It's been a year and a half since the Cambodian plant opened and the plant is now producing 
LED backlights, hybrid components, and motors. Operations at the plant finally made profits 
in July.
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The measures we have implemented and aggressive investments we have made over the years are now paying 
off. Assuming that the global economy will stay on track, we are now at a point where we have to develop a 
growth strategy that looks two years ahead. We recently made a company-wide announcement of our strategy 
dubbed the "Five Arrows," which is incidentally in no way related to the Japanese government's three arrow 
strategy.

The first arrow concerns ball bearings. Back in January, we set a monthly external shipment target of 150 million 
units. In fact, some of our employees doubted we could make this target given the tough market conditions at the 
time, but external shipment has already hit 143 million units a month. Rising living standards in emerging 
economies, etc., will buoy the demand for ball bearings. Demand for products like air conditioners, vacuum 
cleaners, ATMs, etc. will grow as the emerging economies of Southeast Asia, India, and China grow richer. 
Continually on the lookout and ready to seize the opportunity wherever consumer demand is on the rise, we set 
our average monthly external shipment target at 150 million units. Since average monthly sales reached a little 
over 130 million units this year, we will work to boost sales by 20 million units on average. Right now shipment of 
ball bearings used for HDD pivot assemblies, which account for the bulk of internal shipment, are steady. 
However the HDD market is at risk of gradually shrinking, so we will continue to focus on increasing external 
shipment of ball bearings to hedge future risks.

The second arrow is related to hybrid components. We opened the Tokyo Research & Development Center 
(TRDC) with an eye to developing and marketing hybrid components.
When I took the company reins as president, Minebea already had an extensive array of technologies at its 
disposal. Working to provide customers with solutions that combine these technologies, we trademarked Electro 
Mechanics Solutions® in Japan. We look forward to working harder than ever to bring these solutions to the 
market.

The third arrow concerns LED lighting devices. The light that's shining above my head has motors inside that 
make it move or swivel sideways. It's these kinds of LED lighting devices that we will be focusing on from now on.

One of the products of our measuring component business is load cells. These are strain gauges that 
electronically measure strain and weight. Annual sales for these devices are currently around 10 billion yen, but 
we plan to double that figure. We are on the cusp of a new era in sensor technology. This is the technology to 
watch out for in the future.

I have also taken on the challenge of bringing sales and profits for our aircraft components business up higher. 
Currently our offices in Karuizawa, Thailand, the U.K. and the U.S. operate independently, but I intend to use the 
reins I've been handed to maximize the synergy among them.
Over the next two to three years I intend to drive home the points of the Five Arrows with every Minebea 
employee across the globe as we work to implement the investment strategies to make them fly.
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Our light guide plate technology gives us an advantage in the LED backlight industry. 
Designed to effectively diffuse the light emitted from LEDs, they are used in products like 
smartphones. We plan to take this technology and apply it to street lights as well. 
Conventional street lamps illuminate everything, including houses, but all they really need to 
light is the roadway and sidewalk. We are leveraging our light guide plate technology to 
create products that will really shed new light on this market. Our light guide plate has 
already gotten high marks from customers who can now eliminate excessive illumination and 
cut costs. This technology can also be applied to interior lights. One department store I 
visited in the U.S. uses a number of LED ceiling downlights. Although these lights offer 
wonderful illumination, their angles need to be adjusted manually. This is a shining example 
of the kind of market opportunities I'm looking for. Tunnel lighting is another possible area of 
application. Conventional tunnel lighting shines light in every direction, including directly at 
oncoming drivers. If the light could be oriented only in the same direction as the traffic flow, it 
would not only make tunnel interiors much brighter but also reduce the burden on drivers.
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Another area that holds huge potential is measuring components. So far we have been 
focusing on their function as mere gauges, like those used for scales, etc. Now we are taking 
the push approach to marketing rather than the pull approach. There's this product called 
TrackPoint, which is a red button located in the center of a keyboard that lets you control the 
cursor. In response to a request from one of our customers, we developed a product based 
on force censor technology. The customer came up with the idea for the product and we took 
it from there. This is a typical pull approach. On the other hand, as push approach, our 
measuring components when incorporated into a bed can be used to keep track of how 
frequently a person turns his/her body while lying down. The data can be sent to a 
smartphone via a wireless network. We have the exact technology it takes to build this kind 
of product. The care beds and robots, shown here in this presentation, are just two 
examples. We are currently working on research and development to find more applications 
where our measuring components can make a difference. We believe highlighting their 
sensor function over their traditional function as mere gauges will enable us to realize the full 
potential of our measuring components.
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The areas I have described so far will be our growth drivers two to three years from now.
Now I would like to talk about next year, before our five arrows reach their targets.

We will increase LED backlight sales by 20 billion yen next year. We project this year's sales figure to 
total 60 billion yen. While sales usually dip from now on due to seasonal factors, we haven't seen any 
drop at all this year. That's why we expect third quarter sales to remain strong. Since we are getting a 
lot of inquiries, we intend to make capital investments to boost production capacity. We are now 
working to increase next year's sales by 20 to 80 billion yen, but unofficially we've set our sights on an 
even higher sales target. As smartphones become thinner, battery requirements are becoming more 
complex. While it's not so easy to make thinner smartphones, our light guide plates make thinner 
displays possible. Known for its ultraprecision machining technology, Minebea has the cutting-edge 
technology to mass produce light guide plates that are slimmer than 0.3 mm. This technology gives us 
a tremendous advantage. According to the business unit that actually makes the guide plates, the 
technology enables us to make it as thin as 0.23 mm. I'm confident that we'll see an increase of 20 
billion yen in sales next year.

Although I can't give you any specific details about the new products we have developed, sales of 
hybrid components are expected to climb 10 billion yen next year. Since the TRDC was established, it 
has been working on designing, testing, and commercializing products. One such product was 
launched into the market three months ago. Although the shipment volume is still low, we are getting a 
lot of inquiries about products like this.

The synergy we've realized in our operations and enhanced production efficiency from working to clear 
out the large order backlog we now have will bring aircraft parts sales up by about 3 billion yen next 
year.

The turbocharger bearing unit we have spent several years developing will finally make its market 
debut at the end of this fiscal year. Designed by our German subsidiary, myonic, the prototype was 
made and tested at our Karuizawa Plant and will finally be mass produced in Thailand. This myonic's
technology gives us a technological leg up over our competitors in the industry.
Due to all these growth engines, 400 billion yen in sales is now well within reach.
Under the targets set in the medium-term business plan we announced in May 7, 2010, we were 
aiming to achieve 400 billion yen in net sales and 40 billion yen in operating income by March 2013. 
Unfortunately, we were unable to reach these targets last year due to the floods, the sharp 
appreciation of the yen, the Senkaku Island issue, etc. As things stand now, it looks like 400 billion yen 
in net sales will be achievable next fiscal year. We will carefully review our operating income target 
and give you more details next year.
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We also plan to invest in one of our main growth drivers, the LED backlights business. The 
second factory building at our Cambodian Plant will be up and running in December. The 
new facility will be dedicated entirely to LED backlight production. In China, we will refit part 
of the Xicen Plant, which currently produces fan motors, to meet the growing need for LED 
backlights. We intend to leverage the capabilities of both these plants to boost production 
capacity. We expect the smartphone market to continue growing next year and bring our 
sales up further.
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We will leverage our collective technological capabilities with an eye to developing an even 
wider range of hybrid components to include lighting devices and more.
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All signs indicate that aircraft demand will continue to soar into 2020. Our big challenge is 
figuring out how to get the most out of the synergy we have.
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We set the sales target for turbocharger bearing units at 1 billion yen for next year and 5 
billion yen for the year after next.

It's believed that the number of new cars equipped with turbocharger will reach 35 million by 
2015. Inquiries have been pouring in, especially for European models. Incorporated into a 
turbocharger, these bearings enhance performance as well as fuel economy and are sure to 
hit the mark with consumers.
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Back in May I said that Minebea would focus on machined components, and since then we 
have acquired two companies.

One is APB, a manufacturer of bearings for machine tools. Another is CEROBEAR, a 
ceramic ball bearing manufacturer. We expect these two companies to generate substantial 
synergy. The future for ceramic bearings looks bright since they are a likely solution for 
reducing aircraft engine weight and we look forward to working with customers on developing 
new products. Strengthening the machined components business is our primary focus now.
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Looking at the balance sheet, we see that cash flow has significantly improved. Net D/E ratio 
has gone down to 0.85. While we will work on reducing debt, we will still be aggressively 
seeking out good M&A opportunities.
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We had been considering major M&A deals when the yen was strong. Unfortunately we 
missed our window of opportunity and the yen slid, which is something I have been kicking 
myself over for the last four years. We will be sure to keep an eye out for promising M&A 
opportunities as we move forward.
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For now dividends are as shown here, but we believe it's only natural that we should give 
back to our shareholders when our profitability gets better in the future. We promise to do the 
best we can to meet our commitment to our shareholders under the given circumstances.
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