











Power Transmission Units and

Components Operations

Aiming to create further high-value-added and continue to develop

globally

We are aiming to strengthen our competitiveness in this segment by focus!
efforts on our highly distinctive worm gear reducer and jack product li
while at the same time creating high-added-value through developing m¢
In addition, we will positively utilize our steadily growing overseas subsi

and alliance partners to accelerate our global development.

Il Performance Review

While performance declined significantly in the second half
of the fiscal year, we still achieved strategic results.

This segment had expanded steadily in the four years up to fiscal
2008, with net sales growing 1.4 times and ordinary income 2.4
times. However, this trend changed in the second half of fiscal
2009, and we recorded a decline in both sales and income. The
main reason was the slump in the machine tools, automotive,
and liquid crystal display and information technology (LCD IT)
industries. However, we still achieved a certain level of results
through the strategy that we have been steadily advancing over
many years. One such result was the robust performance of our
two Chinese subsidiaries. Our subsidiary in Shanghai com-
menced processing and production and achieved levels of profit-
ability comparable to our bases in Japan. In addition, our subsidiary
in Tianjin recorded strong sales of reducers for major U.S. and
European escalator manufacturers. A second positive result was
the strengthening of production capabilities in Japan and the

development of new customers, such as a major automotive
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manufacturer that officially adopted the Tsubaki Group's

automotive-use cam clutches.

I Fiscal 2010 Basic Strategies

A far-reaching review of our cost structure

We are pressing ahead with the creation of a cost structure that
accurately reflects our current level of sales. First, we intend to
reduce fixed costs, such as personnel costs, by ¥500 million and
then plan to cut our raw material costs by slightly under ¥300

million.

Creating further high-value-added and accelerating our
global development

The strengths of TSUBAKI EMERSON CO., our core company in
this segment, are in the areas of machinery and electricity (con-
trol) technology. For example, the “Servo Press,” which com-
bines a servo motor and ball screw, is benefiting from increased
demand from the LCD IT industry for use in clean rooms that are
shifting from hydraulic systems to electric drivers, and from the
photovoltaic power generation industry. With the goal of further
developing product modules in this manner, TSUBAKI EMERSON
has realized a business alliance with a highly regarded Taiwanese
manufacturer of high-precision planetary gearboxes. In addition,
aiming to use the strong yen to our advantage, we are developing
globally sales of our Tianjin subsidiary’s worm gear reducers.

Caution: All results figures are from managerial accounts and are not from audited
financial accounts. In the Power Transmission Products segment, the de-
tailed breakdown of figures for the three operating segments (Chain opera-
tions, Power Transmission Units and Components operations, and
Automotive Parts operations) indicates sales figures only. However, to fa-
cilitate a slightly deeper understanding of our business conditions among
shareholders and investors, we also explain rates of change of profits with-
in the body of the text.




Materials Handling Systems Segment

Materials Handling
Systems Operations

Uncovering maintenance-related demand and strengthening product

capabilities

In this operating segment, we have been aggressively focusing on the
maintenance-related business, which is relatively unaffected by changing eco-
nomic conditions. In addition, we have accelerated our development of and re-
forms to custom-made value-added products, such as for the environment- and

pharmaceuticals-related industries.

Il Performance Review

Rapid decrease in profitability due to major curbs in capital
investment by customers

In the four years up to fiscal 2008, this operating segment
achieved moderate sales growth, and ordinary income increased
3.7 times during this period. The backdrop to this increase was a
focus on profitable orders. In addition, we poured our energies
into solutions-based marketing founded on our technological ca-
pabilities and developed new products or reformed existing
products to meet customer needs. However, the impact of the
global economic recession in fiscal 2009 caused our major cus-
tomers to substantially cut back on their capital investment, par-
ticularly those in the automotive industry. Consequently, net
sales fell 16% year on year and ordinary income was down a
substantial 60%. However, within the overall decline in perfor-
mance sales remained solid in bulk conveyance equipment—one
of the leading products of our subsidiary TSUBAKIMOTO BULK
SYSTEMS CORP. (TBS)—particularly to the overseas cement
industry and the ferrous and non-ferrous metals industries.
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Il Fiscal 2010 Basic Strategies

Far-reaching review of our cost structure

We forecast that the severe operating conditions will continue in
this operating segment. In addition to reducing fixed costs, we
intend to increase the ratio of in-Group manufacturing in all ar-
eas, from design through to manufacturing and installation work
at local sites. We are pressing ahead with measures to cut costs,
such as by reducing the time required for installations and trial
runs through promoting the shift at Group workplaces to produc-
ing integrated units.

Emphasizing maintenance- and replacement-related
demand

We are aggressively searching out maintenance-related busi-
ness, as this area is relatively unaffected by changes to econom-
ic conditions. Specifically, we are working to stabilize the
operations of equipment that our Group has delivered to custom-
ers in the past and to strengthen our solutions-based marketing
in order to increase the lifespan of equipment. We believe there
is a considerable level of untapped demand in this business area,
as it directly contributes to customers’ ability to maintain and
improve their productivity at minimal cost.

Focusing on “attacking” growth industries
Environment-related industries, such as photovoltaic power gen-
eration and biomass, are forecast to grow significantly as they are
benefiting from the Japanese government’'s promotion of its
Green New Deal policy. In addition, demand from the distribution,
pharmaceuticals, and overseas cement industries has remained
relatively firm despite the current economic recession, and we
will focus our marketing “attack” on industries such as these.
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