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Overview of Operating Environment and Results for Fiscal 2003, Ended March 31, 2004
In power semiconductors, there was robust demand for industrial applications such as general-use inverters and

industrial robots, fueled by a recovery in capital investment in the industry. This led to a significant increase in sales of the

group’s mainstay IGBT modules. Sales of the expanded MOSFET range were also strong, primarily due to the adoption of

these products in power supply adapters for IT devices. As a result, sales and operating income in power semiconductors

were both higher year on year.

IC products were supported by buoyant markets for digital cameras, plasma display panels (PDPs) and other IT-

related products, seen in sharply higher sales of autofocus ICs and PDP ICs. Although this led to an increase in sales of

IC products overall, operating income declined, primarily due to capital expenditure expenses related to bringing a new

clean room for 8-inch wafers onstream.

In storage devices (magnetic disks), although manufacturers in the storage device industry still had excess inventories

in the first half of fiscal 2003, the HDD market grew by around 20% year on year, fueled by a recovery in the PC market

and growing momentum in the digital consumer electronics field in the second half of the year. In this field, the Electronics

Group’s mainstay products are 80GB magnetic disks, and for a time during the latter half of the year, supply struggled to

meet demand. During the year, the group concentrated on winning new customers, and meeting market needs by raising

productivity and bringing the volume production of high-density antiferromagnetically coupled (AFC) magnetic disks on-

stream. Steps were also taken to aggressively pare back costs. As a result, the storage device business posted an

increase in sales and significantly reduced the operating loss of the previous year.

In imaging devices, the group increased the productivity of photoconductive drums by integrating manufacturing

operations at fewer facilities and taking other steps. Manufacturing capacity was also boosted in China, and steps were

taken to expand the lineup of photoconductive drums for color copiers and printers, potential growth areas going forward.

Shipments and sales of organic photoconductive drums (OPCs), a mainstay product used in photocopiers and printers,

exceeded levels achieved in fiscal 2002, supported by robust demand in Japan and the rest of Asia, particularly China.

However, price competition in North America and Europe was severe as new players entered the market, pushing ship-

ments and sales of OPCs lower year on year. Consequently, sales and operating income from imaging devices both

dropped year on year.

The net result of the above activities was a 35.5% jump in operating income to ¥9.7 billion (U.S.$93 million), on net

sales of ¥129.6 billion (U.S.$1,235 million), an increase of 4.1%.

Leveraging its core competence—technological expertise—
the Electronics Group is aiming to become a global leader in
the semiconductor, storage and imaging device fields. This
will mean maximizing our reservoir of key technologies to
develop high-quality products that offer high added-value in
the industrial, automotive, IT device fields.
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Fuji Electric Device Technology supplies magnetic disks for hard disk drives, including
3.5-inch 80GB high-density antiferromagnetically coupled (AFC) media. The company is
currently working on the development of glass substrate 1.8- and 2.5-inch high-density
disks for mobile applications. Going forward, Fuji Electric Device Technology plans to
launch large-capacity products using perpendicular magnetic recording technology—
which promises dramatic improvements in storage density—to play its part in making
the ubiquitous networked society a reality.

Electronics Group
Aluminum and Glass Magnetic Disks
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Measures Taken During the Year Under Review
Constructing a clean room for next-generation power semiconductors
In the semiconductor device field, we focused on a range of key products—power supply ICs, PDP ICs, IGBT modules,

and MOSFET devices—to drive sales and profits higher. A range of new products was launched, including the U

Series of IGBT modules incorporating Fuji Electric’s proprietary trench technology, additions to the lineup of the MOSFET

Super FAP-G Series, and new the high-voltage Schottky barrier diode series. In the IC business, product launches

centered on new devices for digital cameras such as power supply and autofocus ICs, as well as driver ICs for PDPs.

Capital investment was channeled into the construction of a new clean room to enable us to boost production of IGBT

modules and MOSFET devices. In fiscal 2003 and 2004, capital investment in this area will total ¥10.7 billion. In

operational management, we developed a new supply chain management (SCM) system, which we plan to roll out

during fiscal 2004. This new system will allow us to improve the accuracy of our production plans, reduce manufac-

turing lead times, and pare back inventories.

Growing the magnetic disk business with innovative products and technology
In the storage device field (magnetic disks), we started to see an upturn in the market during fiscal 2003. In another

positive trend, the lifetime of magnetic disk products has started to lengthen, as increases in recording density began

to slow. This is mainly due to a comparative slowdown in technological advances such as the ability to store bits of

digital information in an ever-smaller area, and further minimization of the “flyable height” or the space between the

heads and the disks. During the year, the group continued work on enhancing the specifications of its 80GB per-disk

products and stabilizing volume production. Reducing costs was also a priority, and measures included working to

lower direct material procurement costs at both domestic and overseas plants, raising yields and improving the facility

utilization rate. Spurred by the transition to the pure holding company system in October 2003, we made further

strides in restructuring the business with the aim of building an operating structure more capable of reliably generat-

ing profits. New products will of course play a key role in this and underpin the business going forward. Here, we are

focusing on accelerating the development of new products that employ glass substrates, and developing next-generation

perpendicular magnetic recording technology.

Completing a new OPC plant in China
In the imaging device field, we worked to enhance productivity in the photoconductive drum business across the

group. In order to attain maximum productivity, initiatives were introduced to realign the types and volume of products

being manufactured at each location. During the year, we also constructed a new manufacturing plant in Shenzhen,

China, with volume production of OPCs coming onstream as planned in January 2004. Other areas of operational

focus included developing and working to win new orders for new compact products and color media-compatible

products, a promising area for the future. In peripheral imaging devices, the group won new orders for color media-

compatible products and worked to bring production onstream at the plant in Shenzhen.
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The Super FAP-G Series of
Power MOSFETs
Fuji Electric has developed a new series of power MOSFETs
that achieve a 30% improvement in low-loss performance and
a significant increase in high-speed switching compared to
legacy devices. These products help to make switching power
supplies used in all types of electronic equipment more com-
pact and efficient.

The U Series of IGBT Modules
These fifth-generation devices achieve a more than 20% improvement in low-loss
performance compared to existing models, and help to enhance the performance
and reduce the size of power converters used in industrial inverters and UPS.

Organic Photoconductive Drums
Fuji Electric has been quick off the mark in developing OPC drums that satisfy market needs
in areas such as digital photocopiers and color printers capable of on-demand printing.
Efforts are now centered on enhancing OPC drum sensitivity, responsiveness, durability
and reliability.

Micro Power Supply Modules
Fuji Electric develops ultra-compact switching DC/DC converters that allow customers
to design smaller and slimmer mobile devices. These two new micro power supply
modules help realize even greater space savings.

Autofocus ICs
These compact, high-performance ICs use advanced sensor technology and distance measurement
systems to realize smooth zoom focusing. Fuji Electric’s autofocus ICs are capable of keeping up
with the latest requirements for greater speed and accuracy in digital camera autofocus systems.
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Endeavoring to offer industry-leading semiconductor devices
In the semiconductor device field, we will continue to speed up development and boost production capacity in order to

offer industry-leading semiconductor device products such as power supply ICs, PDP ICs, IGBT modules and MOSFETs.

Enhancing production volume management will also be vital. Here, we will upgrade the capabilities of the production

volume planning department to enable us to respond more quickly to demand fluctuations; ensure that day-to-day

management systems are rapidly put in place; and, roll out SCM systems to improve the accuracy of demand projec-

tions and reduce delivery times. Combined, these initiatives will lead to improvements in product quality, and ultimately,

customer satisfaction. In the marketing department, we will focus on formulating and implementing new marketing

strategies for China and other overseas markets, while next-generation specifications more closely tailored to the needs

of customers will underpin efforts to increase orders. In the development department, we will aim to reduce lead times by

30% by accelerating technology and product development processes.

Investing in increased production capacity for magnetic disks
In the storage device field, initiatives will be centered on achieving a significant increase in operating profitability on a

consolidated basis. More specifically, using existing facilities at our Yamanashi plant, we will install new production lines

for both aluminum substrate disks and glass substrate disks from the early part of fiscal 2004 onward, eventually boost-

ing output to a combined 4 million disks per month. In 1.8-inch and 2.5-inch glass substrate disks, product categories where

demand is expected to grow strongly, we plan to drive forward development and add a third production line at the

Yamanashi plant in the second half of fiscal 2004. Increasing production of aluminum substrate for magnetic disks will

also be a priority, and by increasing investment in new manufacturing facilities and enhancing productivity to boost

output, we aim to grow sales to customers outside the Fuji Electric Group. In parallel with these measures to increase

production, the group will work all-out to attain profitability in its storage device business through ongoing steps to pare

back costs and reduce product loss-related expenses. Moreover, Fuji Electric will remain committed to the development

of new products slated for launch in the near future, specifically, new aluminum substrate processing technology, small-

diameter glass substrate disks, and perpendicular magnetic recording technology.

Aiming to be the leading specialist maker of photoconductive drums
In the imaging device field, resources will be strategically channeled into the photoconductive drum business in order

to establish the Electronics Group as the industry’s leading specialist manufacturer of photoconductive drums, and

create a highly profitable earnings structure. In the peripheral imaging device field, certain key products will receive

the lion’s share of resources, while our strategy will be to focus only on key markets that generate synergies with the

photoconductive drum business. With volume production at a new factory in China expected to begin on schedule, we

will use our enhanced cost-competitiveness to win large-scale orders from key players in the industry and win back

our share in the North American and European markets. Bringing this factory fully online as rapidly as possible will

therefore be a key objective.

Underpinned by the above initiatives, we are projecting operating income of ¥10.5 billion on net sales of ¥145

billion for fiscal 2004.
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Semiconductors Group

Automotive Application Div.

Power Supply Application Div.

NISHINIHON Sales Branch Office

CHUBU Sales Branch Office

Semiconductor Factory

Industrial Application Div.

Business Plan & Administration Div.

Information Devices Group

Disk Media Div.

Business Plan & Administration Div.

Imaging Device Div.

MATSUMOTO Branch

YAMANASHI Branch

Business Planning Group

Technology & Production Planning Group

Internal Audit Dept.

Export Control Office

Organization Chart
Fuji Electric Device Technology Co., Ltd.
(As of July 1, 2004)

Note: Net sales include inter-segment transactions.




