October 28, 2004
Fuji Electric Holdings Co., Ltd.

Consolidated Financial Report for the First Half

of the Fiscal Year ending March 31, 2005
(April 1,2004  September 30, 2004)

Summary of Consolidated Financial Results

1. Summary of consolidated statements of income

Millions of
Millions of yen Millions of yen U.Sdollars
1st half 1st half Change(%) Full year 1st half
FY 2004 (A) FY 2003 (B) (A)/(B) FY 2003 FY2004
Net sales 364,240 347,975 104.7% 856,198 3,280
Operating income 5,973 8,039 17,447 54
Ordinary income 7,753 9,432 13,928 70
Net income 5,210 8,208 5,519 47
Yen Yen U.Sdollars
Net income per share 7.28 11.47 7.46 0.07
2. Summary of consolidated financial position
Millions of
Millions of yen U.Sdollars
9/30/2004 9/30/2003 3/31/2004 9/30/2004
Total assets 851,012 878,994 908,060 7,663
Shareholders' equity 176,899 175,345 191,774 1,593
Shareholders' equity ratio (%) 20.8% 19.9% 21.1%
Yen U.Sdollars
Shareholders' equity per share 247.29 245.07 267.80 2.23
3. Summary of consolidated statements of cash flows
Millions of
Millions of yen U.Sdollars
1st half 1st half Full year 1st half
FY 2004 FY 2003 FY 2003 FY2004
Cashflowsfrom 67 9,556 66,468 1
operating activities
Cashflowsfrom 5,531 19,779 21,924 50
investing activities
Ceshflowsfrom 9,555 35,017 76,808 86
financing activities
Cash and cash equivalents 12,373 9,214 27,240 111
at end of year

Note: 1) U.S.dollar amountsin this financial report are translated, for convenience only, at the rate of ¥111.05=U.S.$1.
2) The company has 61 consolidated subsidiaries and 2 equity-method affiliate.
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4. Forecast of consolidated earnings for FY 2004 (April 1, 2004 - M ar ch 31, 2005)

Millions of yen

Net sales 845,000

Operating income 25,500

Ordinary income 20,500

Net income 8,000
Yen

Net income per share 10.93

Cautionary Statements With Respect to Forward-Looking Statements

Statements made in this financial report with respect to Fuji Electric's future performance are forward-looking statements based on
management's assumptions and beliefsin light of the information currently available to it. Accordingly, actual results could differ from
those contained in any forward-looking statements. Potential risks and uncertaintiesinclude :

Sudden changesin general economic conditionsin Fuji Electric's markets and changes in its operating environment such as those
resulting from changes in trade regulations

Exchange rate, particularly between the yen and the U.S.dollar and Asian and European currencies

The ability of Fuji Electric and its subsidiaries to develop and introduce products that incorporate new technology in atimely manner
and to manufacture them in a cost-effective way

The rapid pace of technological innovation, especially in the field of electronics

Sudden changes in the supply and demand balance in the markets Fuji Electric serves

Problems involving the intellectual property of Fuji Electric and other companies

Stock market conditions in Japan



Consolidated Statements of | ncome

Millions of
Millions of yen Millions of yen U.Sdollars
1st half 1st half Change(%) Full year 1st half
FY 2004 (A) FY 2003 (B) (A)/(B) FY 2003 FY2004
Net sales 364,240 347,975 104.7% 856,198 3,280
Cost of sales 294,906 284,602  103.6% 690,947 2,656
Gross profit 69,333 63,373  109.4% 165,250 624
Selling, general and 75,306 71,413  105.5% 147,802 678
administrative expenses
Operating income 5,973 8,039 17,447 54
Non-operating income 2,732 3,027 90.3% 5,429 25
Interest and dividends income 1,254 973 1,813 11
Other 1,477 2,054 3,614 13
Non-operating expenses 4,512 4,420 102.1% 8,947 41
Interest expense 1,537 1,790 3,066 14
Other 2,974 2,630 5,880 27
Ordinary income 7,753 9,432 13,928 70
Extraordinary income 6,307 14,743 23,448 57
Extraordinary loss 7,940 17,316 24,490 71
I ncome befor e income taxes 9,385 12,005 12,887 85
I ncome taxes and business tax 2,178 1,169 7,489 20
Deferred income taxes 5,741 4,555 167 52
Minority interestsin net income of
consolidated subsidiaries 611 41l 45 6
Net income 5,210 8,208 5,519 47




Consolidated Balance Sheets

Assets
Current assets:
Cash and time deposits
Notes and accounts receivable, trade
Inventories
Other current assets
Total current assets
Long-term assets:
Tangible fixed assets
Intangible fixed assets
Investments and other assets
Total long-term assets
Deferred assets
Total assets

Liabilitiesand shareholders equity
Current liabilities:
Notes and accounts payable, trade
Short-term loans
Other current liabilities
Total current liabilities

Long-term liabilities
Total liabilities
Minority interestsin consolidated subsidiaries

Shareholders equity:
Common stock, ¥50 par value
Capital surplus
Retained earnings
Unrealized gain on other securities, net of taxes
Foreingn currency transaction adjustment
Less shares of common stock held by the Company
Total shareholders equity

Total liabilities, minority interests and
shareholders equity

Debt

Millions of

Millions of yen U.Sdollars

9/30/2004 3/31/2004 Change 9/30/2004
(A) (B) (A)-(B)

12,735 27,542 14,807 115
196,941 253,215 56,274 1,773
146,716 125,910 20,806 1,321

54,682 45,013 9,669 492
411,076 451,682 40,606 3,702
154,775 153,810 965 1,394

7,604 7,335 269 68
277,406 295,005 17,599 2,498
439,786 456,152 16,366 3,960

148 225 77 1
851,012 908,060 57,048 7,663
148,716 181,596 32,880 1,339

95,014 90,988 4,026 856
225,777 215,117 10,660 2,033
469,508 487,702 18,194 4,228
196,921 220,090 23,169 1,773
666,429 707,793 41,364 6,001

7,682 8,491 809 69

47,586 47,586 429

46,711 46,710 1 421

63,364 71,172 7,808 571

29,048 36,617 7,569 262

3,050 3,573 523 27
6,760 6,737 23 61
176,899 191,774 14,875 1,593
851,012 908,060 57,048 7,663
356,955 363,011 6,056 3,214




Consolidated Statements of Cash Flows

Millions of
Millions of yen U.Sdollars
1st half 1st half Full year 1st half
FY 2004 FY 2003 FY 2003 FY2004
Cash flows from operating activities:
Net income (loss) before income taxes 9,385 12,005 12,887 85
Depreciation and amortization 8,240 8,829 17,675 74
Interest and dividends income 1,254 973 1,814 11
Interest expense 1,537 1,790 3,066 14
(Increase) decrease in trade receivables 56,540 55,858 7,132 509
(Increase) decrease in inventories 20,037 16,388 26,021 180
Increase (decrease) in trade payables 33,481 36,520 13,504 301
Increase (decrease) in advances received 12,357 15,780 17,380 111
Other, net 7,947 3,036 24,953 72
Subtotal 6,568 13,335 71,781 59
Interest and dividends received 1,256 1,023 1,852 11
Interest paid 1,526 1,809 3,201 14
Income taxes paid 6,366 2,993 3,965 57
Net cash provided by operating activities 67 9,556 66,468 1
Cash flows from investing activities:
Purchase of fixed assets and marketable and investment
securities 12,420 5778 14,650 112
Proceeds from sale of fixed assets and marketable and
investment securities 7,713 24,654 38,798 69
Other, net 824 903 2,223 7
Net cash provided by investing activities 5,531 19,779 21,924 50
Free cashflows( + ) 5,599 29,335 88,392 50
Cash flows from financing activities:
Increase (decrease) in short-term borrowings, net 7,921 6,420 58,788 71
Increase (decrease) in commercial paper, net 4,700 33,500 11,200 42
Proceeds from long-term debt 1,448 33,370 54,926 13
Repayments of long-term debt and redemption of bonds 5,883 39,258 57,752 53
Other, net 1,898 2,050 3,993 17
Net cash provided by financing activities 9,555 35,017 76,808 86
Effect of exchange rate changes on cash and cash equivalents 276 141 452 2
Net increase (decrease) in cash and cash equivalents 14,878 5,823 11,131 134
Cash and cash equivalents at beginning of year 27,240 15,038 15,038 245
Increasein cash and cash equivalentsresulting from the
inorease of consolidated Subsiiar s ’ 12 1,070 0
Cash and cash equivalentsat end of year 12,373 9,214 27,240 111

* () indicates a decrease of cash and cash equivalents.



Consolidated Segment | nfor mation

1. Net sales by business segment

Millions of
Millions of yen U.Sdollars
1st half 1st half Change(%) 1st half
FY 2004 (A) FY 2003 (B) (A)/(B) FY2004
Energy & Electric Systems 133,880 124,025 107.9% 1,206
ED&C Drive Systems 88,670 77,939 113.8% 798
Electronic Devices 70,619 62,030 113.8% 636
Retail Systems 82,067 77,360 106.1% 739
Others 19,716 31,552 62.5% 178
Subtotal 394,954 372,908 105.9% 3,557
Elimination 30,714 24,932 277
Total 364,240 347,975 104.7% 3,280
2. Operating income by business segment
Millions of
Millions of yen U.Sdollars
1st half 1st half Change(%) 1st half
FY 2004 (A) FY 2003 (B) (A)/(B) FY2004
Energy & Electric Systems 16,436 15,975 148
ED&C Drive Systems 2,930 63 26
Electronic Devices 5177 5,120 101.1% 47
Retail Systems 2,855 1,922 148.5% 26
Others 633 974 65.0% 6
Subtotal 4,838 8,019 44
Elimination/Corporate 1,134 19 10
Total 5,973 8,039 54




3. Net over seas sales

North America
Europe

Asia

Other

Total

Ratio to net sales

North America
Europe

Asia

Other

Total

Millions of
Millions of yen U.Sdollars
1st half 1st half Change(%) 1st half
FY2004 (A) FY 2003 (B) (A)/(B) FY2004
8,098 9,580 84.5% 73
6,068 6,146 98.7% 55
44,573 41,614 107.1% 401
7,728 2,918 264.8% 70
66,468 60,260 110.3% 599
2.2% 2.8%
1.7% 1.8%
12.2% 12.0%
2.1% 0.8%
18.2% 17.3%




October 28, 2004
Fuji Electric Holdings Co., Ltd.

Supplemental Consolidated Financial Materials for FY 2004 Half-Y ear

(April 1, 2004 September 30, 2004)

1. Financial summary

Billions of yen

1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
Net sales 364.2 845.0 347.9 856.1
Operating income 5.9 255 8.0 174
Ordinary income 1.7 205 9.4 139
Net income 52 8.0 82 55
2. Number of consolidated subsidiaries
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
Number of consolidated subsidiaries 61 61 57 59
Number of equity-method affiliates 2 2 0 1
3. Net income per share Yen
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
Net income per share 7.28 10.93 11.47 7.46
4. Sales exchangerate (US$)
Yen
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
Sales exchange rate 109.86 107.43 118.05 113.07
5. Net sales by business segment
Billions of yen
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
Energy & Electric Systems 133.8 380.0 124.0 403.1
ED&C Drive Systems 88.6 178.0 77.9 168.0
Electronic Devices 70.6 146.0 62.0 129.6
Retail Systems 82.0 158.0 77.3 150.7
Others 19.7 45.0 315 75.7
Subtotal 394.9 907.0 372.9 927.3
Elimination 30.7 62.0 24.9 71
Total net sales 364.2 845.0 347.9 856.1
Note : Net sales include inter-segment transactions.
6. Operating income by business segment
Billions of yen
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
Energy & Electric Systems 16.4 35 15.9 0.5
ED&C Drive Systems 29 7.7 0.0 23
Electronic Devices 51 11.6 51 9.7
Retail Systems 2.8 33 1.9 20
Others 0.6 15 0.9 2.3
Subtotal 4.8 27.6 8.0 17.0
Elimination/Corporate 11 21 0.0 0.3
Total operating income 5.9 25.5 8.0 17.4




7. R& D expenditures

Energy & Electric Systems
ED&C Drive Systems
Electronic Devices

Retail Systems

Others

Corporate (basic research)
Total

Ratio to net sales (%)

8. Plant and equipment investment (including leases)

Energy & Electric Systems
ED&C Drive Systems
Electronic Devices

Retail Systems

Others

Corporate

Total

L eases*

*Note: Leases are included in total plant and equipment investment.

9. Depreciation, L eases paid

Depreciation
L eases paid*

*Note: Leases paid for plant and equipment investment

10. Number of employees

Energy & Electric Systems
ED&C Drive Systems
Electronic Devices

Retail Systems

Others

Corporate

Total

Billions of yen
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
44 9.2 44 10.3
19 35 21 45
4.6 9.1 3.6 7.8
17 3.7 18 4.6
0.0 0.0 0.0 0.0
0.8 15 11 11
13.6 27.3 13.2 28.5
3.7% 3.2% 3.8% 3.3%
Billions of yen
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
13 34 34 47
14 4.8 21 4.0
12.7 26.2 5.9 14.0
0.8 32 0.7 27
0.6 19 0.7 14
0.1 0.1 0.0 0.0
17.3 39.9 13.1 26.9
10.9 25.7 8.0 15.2
Billions of yen
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
6.7 15.0 7.7 154
8.6 18.8 6.2 137
1st half Full year forecast 1st half Full year
FY 2004 FY 2004 FY 2003 FY 2003
10,640 10,461 10,461 10,535
4,979 5,023 4,998 5,119
4,595 4,806 4,130 4,043
3,011 2,999 3,189 3,080
1,671 1,647 1,971 1,686
132 128 719 138
25,028 25,064 25,468 24,601




()M anagement Palicies

Fundamental M anagement Policy

The Fuji Electric Group moved to a “ Pure Holding Company Systend’ on October 1, 2003, following
the corporate demerger of dl its busnesses into independent operating companies. Moving forward, the
Fuji Electric Group’s fundamental management policy is to ddiver vdue to sodety, shareholders and
other investors by promoting grester, more cohesve management of the Group as awhole to maximize
the Group’s vaue under the new pure holding company system. In order to redlize a Group comprisng
the “Indudry’s Strongest Specialigs,” each of the Fuji Electric Group's operaing companies will be
committed to offering optima, industry-leading services and components of the highest qudity to society
and cusomers.

1. Redizaion of Autonomous Management

As independent entities with truly autonomous management sysems, each operating company will
pogtion itsdf in dose proximity to its customers, S0 as to better assess cusomer needs and maximize
cusomer satisfaction by providing the highest caliber of productsand services.

This will dlow the introduction of fad, flexible busness management systems talored to the
characterigtics of each operating environment and capable of responding rgpidly to change.

2. Optimization of Business Portfalio

From the perpective of maximizing the vaue of the Group and enhanding capitd efficency, the FUji
Electric Group is intent on cregting a portfolio of businesses that bdances growth and profitability. This
will be achieved by accderating the prioritization of resources into certain businesses based on a more
rigorous review of the operating results of each operating company and business unit.

Badc Paolicy on Profit Sharing

The FUji Electric Group's basic policy toward redigribution of profits is to ensure sable dividends for
shareholders, while effectively usng reserves to conduct strategic research and deveopment, to make
capitd expenditures and invesments, and to promote oversees operaions, dl of which will eed to
renewed growth.

Policy on Reducing the Minimum Trading Unit

The Fuji Electric Group recognizes the importance of the participation of a wide range of invesors,
including individud investors, in the securities markets, and believes tha a reduction in the minimum
trading unit is an effective means of encouraging this. However, teking collectively into account factors
such as the current price and liquidity of the Company’s sock and the codts associated with a reduction,
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the FUji Electric Group hes decided that an immediate reduction is not warranted. Going forward, and
basad on the demands of the securities markets, the Group will continue to examine the gppropricie level
for its minimum trading unit.

Management Goals
The management indicators used by the Fuji Electric Group as targets are shown in the following table.

FY2005 Tages | FY2003 Aciud FY 2002 Actud

Operaing Margin At least 5% 20% 15%
Outgtanding Debt L essthan ¥300.0 ¥363.0hillion ¥4389hillion
billion

Medium-toLong-Term Srategies and | ssuesto Be Addressd

With deflationary pressures expected to characterize the continuation of severe business conditionsin the
Japanese economy, Fuji Electric is aware that it must quicken the pace of internd management reforms,
rebuild earnings structures and strengthen the Group’s finencid base in order to achieve its prafitability
and growth targets. This will be integral to redizing the god of becoming a Group comprisng the
“Industry’s Strongest Specidids”

Thisrationade prompted the Fuji Electric Group to move to a pure holding company system on October 1,
2003. Under this new management framework, the FUji Electric Group has dready begun implementing
concrete strategies and mesaures as part of its medium-term management plan, which runs from April 1,
2003 to March 31, 2006, amed a raisng the Group’s vaue.

Basc Stance
The drategies and measures beow are specificdly designed to “ generate corporate value even in a
deflationary environment,” by rasng earnings and srengthening the Group’s financid pogtion. They
are premisad on a severe operaing environment in which further economic weskness and sructurd
reformsin indudtry are expected, due to increasing globdization and growing deflaionary pressures.

(1) Basad on the assumption that the Jepanese economy will only achieve zero growth over the next
three years, the Fuji Electric Group’s mgor imperdive is to condgtently improve earnings and
ddiver growth through drategies and messures desgned to mantan the Company's
competitiveness independently. This will be underlined by an awareness of the severe busness
environment and a sense of urgency in dedling with its attendant chalenges

(2) Anemphadson cregting higher added-vaue will be achieved by sdlectively channding the Group’s
resources into core technologies and businesses. And business expanson will be achieved through a
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grester focus on the environment and I T, using technologies that incorporeate a greater leve of high
added-vdue.

(3) Centered on the promising high-growth Chinese market, the Fuji Electric Group is aming to
increase sales a overseas busnesses by launching products founded on technologieswhere the FUji
Electric Group has a competitive edge, and in product and business fidds that are mature in the
domestic market context.

(4) Incorporate the following plangdrategies into a medium-term plan: a draegic technology
development plan aimed a boogting sdes through the creetion of new businesses and products; an
expandon plan for oversees budnesses centered on a drategy for Chingg an innovaive
cost-reduction plan to pare back costsin a deflationary environment; a debt-reduction plan; areview
of personnd and remuneration systems, and meesures to redize an optimum mix of Group
bus nesses comprising the “Industry’s Strongest Specidids.”

Badc Thinking on Cor por ate Governanceand Rdated M easures

1. Badc Stanceon Cor porate Governance

The Fuji Electric Group’s fundamentd manegement policy is to ddiver vaue to dl its gakeholders
induding soaety, shareholders and other investors, by generating economic benefits and maximizing the
Group’s vaue. In order to redize this palicy, the Group demerged dl its businesses and adopted the pure
holding company sysem in October 2003. This move was amed a& gving grester management
respongbility to operating companies and speeding Up the decison making process and management to
cregte a Group comprisng the “Industry’s Strongest Specididts,” enhancing the competitiveness of the
Group, and driving asugtained increase in the Group’s corporate vaue.

Egtablishing and then srengthening a Groupwide corporate governance framework is a pre-requiste for
achieving this. Fuji Electric has therefore crested the management sysem outlined below, which
separates management and supervisory and executive functions, resulting in deerer linesof authority and
responghility.

2. Progresson Improving Cor por ate Gover nance
(1) Measuresto ImprovetheManagement Framewor k and Sysemsto Separ ate Decison-Making,
Executive and Supervisory Functions

The core concgpt of corporate governance in a holding company system is the separation of busness
oversght and executive functions. Based on this, corporate governancea Fuji Electric remains founded
on the Board of Statutory Auditors System.

In order to darify the authority and responghilities of the holding company and its core operating
companies, directors of the holding company are barred from gtting on the board of a core operding
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company, and vice versa

To daify the management respongbility of directors and creste asystem with the flexibility to respond
to changes in the operaing environment, the term of directors of the holding company and operaing
companies has been st a one year.

An executive committee has been established to advise the chief executive officer (CEO) of the
holding company on important management issues, induding management strategy and policies for the
entire Group; drategies for maximizing Group synergies, and initiatives to enhance Group cooperation.
The executive committee discusses and reports on these areas, and dso presents reports required for
monitoring Group management.

The Company’s board of auditors has five members (induding three outsde auditors). This Sructure
saves to ensure management trangparency and further enhance management monitoring and oversght
functions. In addition, Fuji Electric has put in place aframework to audit consolidated operations with the
cregtion of a Group board of auditors, comprisng sanding auditors of the holding company and core
operding companies.

The internd audit department, under direct contral of the president of the holding compeny, works
cdosdy with the repective audit divisons a each core operating company in accordance with Group
auditing palicy and audit plans. Management, business operation and accounting audits are conducted at
the holding company and operating companies, as well as internd audits on the effectiveness of risk
management in business activities. The findings of these audits serve as the bass for recommending
improvements.

(2) ProgressReport on Enhancing Cor por ate Governancein the Pagt Year

As pat of eforts to mantan and upgrade management trangparency and regulations through
enhanced communication with stakeholders, the date of the 128" ordinary annua generd mesting of
shareholders avoided days when other companies’ shareholder meetings were concentrated. Active IR
activities were ds0 used to gain opinions and feedback from shareholders and other investors for use by
management.

From the period under review, as part of internd controls, al consolidated Group companies are
required to submit statements of management responghility atesting to the accuracy of financid
reporting. This is desgned to guarantee the rdiability of consolideted finandd Saements and
aopropriatdy fulfill corporate accountability.

As pat of deps to upgrade sysems that ensure the Company fulfills its corporate sodd
respongihilities, on October 1, 2004, FUji Electric st up a Corporate Ethics Helpline at the holding
company to provide employees of domestic and overseas Group companies with the means to report
possble corporate ethics violations. FUji Electric plans to use this hdpline as an effective todl for
maintaining compliance and ensuring the hedthy development of the Group.
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(2) Reaults of Operationsand Financial Review

Consolidated Business Reaults for the Firsd Sx Months of Fiscal 2004, Ending
March 2005

The operating environment in the interim period ended September 30, 2004 was genardly postive, as
oversaas economies expanded, particularly China, and the domestic economy remained n recovery
modeled by private-sector demand.

During the firg hdf of fisca 2004, consolidated net saes rase 4.7% to ¥364,240 million. Four business
groups reported year-on-year increasss in sdes. Energy & Electric Systems reported a sharp increase in
sdes in the indudrid and trangportation sysems fidd on the back of large orders for power grid and
ubgtation equipment from the private sector, eectrica equipment for clean room facilities and other
products. In ED&C  Drive Systems, sdes were sgnificantly higher in both ED& C components and
control & drive sygems. This sdes growth was supported by a recovery in domestic privaie sector
demand and sugtained hedlthy exports to China and other parts of Asa. In Electronic Devices, sdles of
semiconductors were strong, centered on indudtrid sectors and automotive gpplications. Sdes of dorage
devices (magnetic disks) aso grew. In Retall Sysems, sdes of cigarette vending machines and currency
handling sysems grew. In the Others Group, sdes dedined due to the effect of Fuji Logigtics becoming
an equity-method effilicte.

On the prafit front, in atypicd year, FuUji Electric expects to report a firg-haf loss due to low planned
sesin the firs 9x months of the year, paticularly in the Energy & Electric Systems Group, which is
regpongble for the dectric power sygems busness

In thefirg haf of the year, Fuji Electric posted an operating loss of ¥5,973 million, ¥2,066 million less
than ayear earlier, an ordinary loss of ¥7,753 million, an improvement of ¥1,679 million, and anet loss of
¥5,210 million, ¥2,998 million less than a year earlier. These subgtantia improvements were atributable
to higher sdes, as well as the bendfits of measures a operating companies to pare back cogts and reduce

operaing expenses.

Looking & operating profitability by busness group, the ED&C  Drive Systems Group returned to
profitability due to a subgtantid jump in sdes. In Retall Sysems, operating income rose thanks to an
increase in sales volumes and activities to strengthen the operating framework a manufacturing plants. In
Electronic Devices, dthough profits in semiconductors declined due to higher expenses from cepitd
invesments, operating income was on a par with the previous year as Sorage devices (magnetic disks)
moved into the black. In Enegy & Hedlric Sysems, the opeaing loss widened dightly as
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improvements in profitability in esolutions, eectric power sysems and indudtrid and trangportation
sysems could not offst a deterioration in environmenta sysems and the plant facility condtruction
busness. Operating income in Others dso dedlined due to the effect of Fuji Logistics becoming an
equity-method effilicte.

In the firg half of fisca 2004, Japan AE Power Systems corporaion became an equity- method affiliate.
Asaresult, there are now two equity-method affiliates in the Fuji Electric Group.

Japan AE Power Systems corporation, ajoint venture set up in 2001 by Fuji Electric and Hitachi, Ltd.
and Medensha Corporation, manufactures and sells substation equipment. Fuji Electric’s equity sake in
Japan AE Power Systems is 30%. Fuji Electric chose to make Jgoan AE Power Systems an
equity-method afiliste in the firgt half of the year because the company’s full-year earnings are expected
to differ sgnificantly from initid forecasts. This was projected to have amgor impact on the consolidated
resultsof the Fuji Electric Group.

Segment Infor mation

Energy & Electric Sygems Group
In the firdg haf of fiscd 2004, sructurd change gethered momentum in the group’s market, typified by
private sector demand replacing public works and e ectric power investment as drivers of demand.

In response to this change inits operating environment, the Energy & Electric Systems Group redigned
its busnesses by channding its resources into core and drategic product categories and worked to boost
efficdency through Sructurd reforms

Specificaly, to enhance Fuji Electric’s competitiveness in the power supply systems market, operations
for small- capacity uninterruptible power supply (UPS) products were trandferred fromthe ED&C  Drive
Systems Group to this group. This creeted an integrated operating framework for smdl- to large-capecity
UPS products.

In the information systems business, the group redigned its business, induding informationrelaed
companies in the Fuji Electric Group, to put in place a more efficient operating sructure, and trandferred
the information business of Fuji Denki Sosatsu Co., Ltd. to anewly established company, Fuji Electric IT
Solutions Co., Ltd.

In addition, the group worked to boogt its competitiveness in environmental systems by promoting a
number of businessdliances, incduding those with TsukishimaKika Co., Ltd., Hokkaido University and
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Tanghua University in China

Agand this backdrop, Energy & Electric Systems posted net saes of ¥133,880 million, an increase of
7.9% year on year. However, the operating loss widened by ¥461 million to ¥16,436 million.

Looking at results by busness fidd, in esolutions, despite the aasence of sdles for radiation monitoring
systems and other mgor projects recorded in the previous year, sdes and operaing income were both
higher due to the bendfits of redignment in the information sysems business and srong sdes of
document management systems—the core dement of e government information systems for locd and
centrd government.

In environmental systems, market conditions deteriorated due to curbs on public-sector spending and
intensfying competition. As a result, sdes were makedy down compared to a year ago and the
operaing losswidened consderably.

Inindustrid and trangportation systems, sales rose subgtantialy and the operating lossimproved. Againgt
abackdrop of risng private-sector capitd invesment, sdeswere driven by large orders of power grid and
ubgtation equipment and dectrica equipment usad in cdean rooms. Other gandout performers included
trandformer rectifier units for international customers and sades of trangport system-rdated products in
Japan and oversess.

In dectric power systems, sdes were up on a year earlier due to orders from domestic power generdion
companies for equipment upgrades and renewas, and large oversess orders for seam turbine power

generation equipment. Operating profitability aso improved.

In the group’s plant fadility condruction busness sdes were higher due to an increese in smdl and
medium-Sze orders, dthough operating profitability worsened as competition intengified in the market.

ED&C Drive Sysems Group
The group’s markets were grong in the firg sx months of the year due to risSng private-sector capita
invesment in Japan and higher exportsfueed by globa economic recovery and expansion.

Postioning Asaas akey drategic market, the group pushed ahead with its global srategy by making two
joint-venture sdes companies in the region wholly owned subsidiaries during the period under review. At
the sametime, with aview to strengthening its operating base, ED&C  Drive Systems promoted Qudlity
Chan Management (QCM) activities to improve qudity levels across dl processes, from product

16



planning, development and manufacturing to sales and aftersdes sarvices

These efforts helped to boogt net sdesin ED&C  Drive Sysems by 13.8% year on year, to ¥88,670
million. Operating income was¥2,930 million, an improvement of ¥2,993 million from the operating loss
reported ayear ealier.

Looking at results by busness fidd, in dectric didribution & control (ED&C) components, sdes of
mainday products such as magnetic contactors and circuit breskers grew on the back of risng demand
from machinery manufacturers in Jgpan. The group aso took active geps in the ED& C fidd oversess,
induding the establishment of ajoint venture in Chinawith Schneider Electric Industry SA. of Franceto
manufacture low-voltage drcuit breskers As a result, sdes were ggnificantly up year on year and this
field became prafitable a an operating leve, representing a Sgnificant improvemen.

In control and drive systems, there was a large increese in demand from makers of samiconductor
manufacturing equipment and machine tools in Japan. Oversess, Sepsto boost supply to meet arisein
demand for genera-purpose inverters and sarvo systems supported a subdantid increese in Aes
paticularly in China and other parts of Ada Consequently, both sdles and operating income in the
control and drive systemsfield were up on the same period ayear ealier.

Electronic Devices

Againg the keckdrop of a booming globd semiconductor market, Electronic Devices focused on
ramping up production capacity and devedoping new products in the semiconductor fidd. In dorage
devices (magnetic disks), efforts centered on upgrading the technology deveopment framework and
boosting output, while in imaging devices, the group brought a new photoconductive drum production
line on dream in Shenzhen, China. In addition to these measures, efforts were made to reduce product
deve opment times, improve the accuracy of manufacturing plans and bring down codts.

As areault, net sdesin Electronic Devices rose 13.8% year on year, to ¥70,619 million, and operaing
incomeincreased 1.1% to ¥5,177 million.

In the semiconductor field, the group expanded lineups of products for indudtrid gpplications, such as
IGBT modules incorporating Fuji Electric proprigtary technology. This together with higher
private- sector capitd investment led to a marked increase in semiconductor sdes, particularly for usein
NC machines, genera-purpose inverters and ar conditioners. In automoative gpplications, where demand
remains robud, efforts to develop more cusomer-centric sales activities produced arise in sales centered
on automotive MOSFET devices. In semiconductorsfor IT and power supply equipment, some negative
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s9gns emerged in the second quarter as customers wound down inventories, but on the whole, sdes were
firm on the back of demand for I1Cs for plasma display pands (PDPs), MOSFETs and other products for
digitd consumer devices. As areault, sdlesin this fidd were subgtantidly up on the same period ayear
ealier, dthough operaing income declined due to an increese in codts rdated to investments in dean
room facilities

In storage devices (magnetic disks), therewere Sgns of adrop in demand due to seasond fluctuationsin
the first quarter and delays by mgor customers in reducing inventories. Despite this, growing orders for
the maingay 3.5-inch 80GB duminum subgrate magnetic disk, together with efforts to boost the
productivity and lower the cogt of this product, led to a year-onyear increese in sdes and sgnificant
improvement in operating income, returning thisfidd to profitability.

In imaging devices, sdes of organic photoconductive drums (OPCs), amaingay product used in
photocopiers and printers, were wesk due to intendfying competition in the European market.
Consquently, sdes and operaing income were both down on ayear earlier.

Retail Systems

In the period under review, capping off two years of product redignment, marketing and manufacturing
integration and other sructurd reforms following the acquistion of the vending meachine business of
Sanyo Electric Co.,, Ltd., the group implemented operating framework reforms designed to upgrade
manufacturing technol ogy, reduce cogts and boost efficiency in back-office departments.

These and other seps led to a sdes increese in Retal Sysgems of 6.1%, to ¥82,067 million, while
operating income jumped 48.5%, to ¥2,855 million.

In the vending machine, food sarvice equipment and currency handling system fidd, sdes of cup-type
vending machines were grong as the market showed signs of a resurgence. However, sdes of can
vending machines and milk beverage vending machines were lower than a year earlier as markets
contracted. Meanwhile, sdes of dgarette vending machines grew subgtantialy due to large-scale orders,
helping to lift tota vending meachine sdles above the previous year’s leve. In currency handling sysems,
sdeswere markedly up on ayear earlier. Thiswas atributable to higher sales of bill vdidators competible
with the new hills scheduled for launch in November 2004, and rising demand for coin and bill handling
systemns used in amusement equipment. In food service equipment, sdes grew year on year dueto soecid
demand for iced-coffee machines As a result of the above, overd! sdes in the vending maching, food
service equipment and currency handling sysem fied were up year on year. This together with cogt and
operating expense reductions resulted in Sgnificantly increased operating income.
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In cold-chain equipment, the group aggressvely marketed its freezers and chilled showcasss to
upermarkets carrying out large-scale network expansion or extengve sore refurbishment programs. This
paid off with ayear-onyear increase in sdes. Sdes of Ecolo Unit, anew unitized Sore sysem, were dso
higher, supporting an overdl rise in cold-chain equipment sdes. However, operating income deteriorated
dueto an increese in operating expensesrdaed to Srategiesfor expanding sdesin thefuture

Others

The principd activities in this segment include red edate, insurance agency Services, nursing care,
financid services and information services. Adtivities focus on growing saes to companies outsde the
Group aswdl asto Fuji Electric Group companies.

Segment sdes and operating income baoth fell subgantidly as Fuji Logidics became an equity- method
affiliate at the end of the previous fiscal year. Segment sales declined 37.5%, to ¥19,716 million, while
operating income dropped 35.0%, to¥633 million.

Fuji Life Corporation is currently srengthening its nurang care business seeking to support loca
communities and play its part in society. The company has condructed a hybrid &dlity in Hino City,
Tokyo that offers nurang care for the dderly as well as childcare. The fadility opened its doors in
September 2004

As the core finandd sarvices provider in the holding company system, Fuji Electric Finance and
Accounting Support Co., Ltd. carries out smooth fund procurement activities, providing these funds to
Group companies. It aso works to rase the efficiency with which funds are usad throughout the entire
Fuji Electric Group.

Dividends
Taking into account results for the firg haf of fiscd 2004 and full-yeer forecadts, Fuji Electric Holdings
has decided to pay an interim dividend of ¥2.50 per share.

Financial Pogtion

Intheinterim period, free cash flow (the sum of net cash from gperating activities and investing activities)
was hegdive ¥5,599 million on a consolidated bas's, agang postive free cash flow of ¥29,335 million a
year earlier. Thisrepresented a deterioration of ¥34,934 million year on year.

Cash flowsfrom operating activities

Net cash provided by operating activities was amost zero, compared with ¥9,556 million provided ayear
ealier. Although efforts were made to recover trade recaivables, collections of advances from cusomers
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were dow. Other key factorsinduded higher inventoriesin preparaion for higher slesin the second half
of the year and income tax payments.

Cash flonsfrom investing activities

Net cash ussdin investing activities was ¥5,531 million, compared to ¥19,779 million provided a year
ealier, a ¥25,310 million deterioration This was tributable to the aosence of proceeds from the sde of
property, plant and equipment recorded in the previous interim period from the leasgback of fadilities
when the Group shifted to a holding company dructure. Besdes this specid factor, t a0 reflected
targeted capitd invesment, particularly in the Electronic Devices Group.

Cash flowsfromfinancing activities
Net cash used in finanding activities was ¥9,555 million, compared to ¥35,017 million used ayear exrlier,
chiefly the result of adecrease in short-term debot.

Asaresult, cash and cash equivaents as of September 30, 2004 decreased by ¥14,878 million compared
to March 31, 2004, to¥12,373 million.

Outlook for Fiscal 2004, Ending Mar ch 31, 2005

During the second haf of the year, destahilizing factors are anticipated to increase, induding oversees
economic trends, particularly in the US and Ching, the impact of inventory reductions in the I T device
and display sectors on the semiconductor market, and exchange rate fluctuatiors. There is some concan
about how these factors will affect domedtic private-sector capitd investment and exports, two aress that
have gained in drength. However, the Group will continue to channd al its energies into launching new
products and modds and enhancing competitiveness in terms of cod to drive a further improvement in
results

Inlight of the above, and factoring in the strong performance in the first half of the year, FUji Electric has

revised its full-year consolidated forecadts, as detaled below. These forecads assume an exchangeratein
the second hdf of theyear of ¥105 to the U.S. ddllar.
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Fiscal 2004 Forecads (¥ billions)
FY 2004 Forecagts FY2003
Initia Revised Change Actud
Net SHes 840.0 845.0 +50 856.1
Operating Income 21.0 255 +4,5 174
Ordinary Income 175 205 +30 139
Net Income 80 80 00 55
*Initid Forecagts=Forecastsas of April 28,2004
Consolidated Net Salesby Segment (¥ billions)
FY 2004 Foreceds Fy2003
Initial Revised Change Actud
Energy & Eledtric Systems 3750 3800 +5.0 4031
ED&C Drive Sysems 175.0 1780 +3.0 1680
Electronic Devices 1450 146.0 +1.0 1296
Retall Sysems 155.0 1580 +3.0 150.7
Others 45.0 45.0 00 75.7
Eliminations A 550 A 620 A 70 A 711
Total 840.0 845.0 +05 856.1
Consolidated Oper ating I ncome by Segment (¥ billions)
FY 2004 Forecadts FY2003
Initia Revised Change Actud
Energy & Electric Systems 30 35 +0.5 05
ED&C Drive Sysems 55 77 +2.2 23
Electronic Devices 10.5 116 +1.1 9.7
Retall Sysems 25 33 +0.8 20
Others 15 15 00 23
Eliminations/Corporate A 20 A 21 A 01 03
Total 210 255 +4.5 174
Energy & Electric SygemsGroup

Asin atypicd year, FUji Electric expects this group to report gpproximately 65% of its full-year sdesin
the latter hdf of the year. The biggest issue for Energy & Electric Systems will be careful project
management and cost control to ensure jobs are completed as planned. At the same time, the group will
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use business restructuring to reduce fixed codts, reinforce the manufacturing framework and enhance the
productivity of engineering divisonsto creste amore robust profit structure. The group wil | dso continue
to channd its energiesinto the cregtion of new businesses and products.

ED&C DriveSystems Group

In the second hdlf of the year, ED&C  Drive Systems will step up activities in China and other Asan
markets, where growth is expected to cortinue. Specificaly, the group will expand its manufacturing Ste
in Wuxi, Ching, and in pardld, srengthen its sdles framework in the country by upgrading its locd

technologica support system and increasing the number of productsits aftersales sarvice Stescan handle.

As QCM ativities become established, the group will dso am to enhance qudity, as wel as work to
reduce total costswith the god of cregting amore powerful earnings sructure,

Electronic Devices Group

In the semiconductor fidd, dthough there are some Sgns of adownturn in IT and power supply devices,
Electronic Devices will focus on deveoping and launching new products for these areas. The group will
aso work to boogt sdles of semiconductors for the indudtrid fidd and automotive gpplications, two arees
thet are anticipated to show sugtained demand. In particular, the group will focus on continuing to build
efficent production linesfor back-end semiconductor manufacturing. In storage devices (magnetic disks),
Electronic Devices will upgrade production lines for glass subdtrate magnetic disks, incdluding small

diameter modds that are expected to show growth in demand. This will go hand in hand with eforts to
develop new products, pare back costs and boost product qudity. Inimaging devices, the group isaming
to bring full-scale production of photoconductive drums on stream in China

Retail SysemsGroup

Aiming to reinforce its earnings dructure, the latter haf of the year will see Retall Systems continue to
work to boogt productivity, centered on its manufacturing plants. In the vending machine business, the
group will target further growth by launching a new saries of can vending machines, responding
effectively to demand related to the issue of new yen hills, launching non-contact 1C card equipment, and
taking other steps. In the cold-chain equipment business, the group will build a marketing framework
more in touch with cusomers.

Tageting the vending machine market in China, Retall Systemns will seek to build its postion in the
country by darting volume production in October 2004 a its manufacturing joint venture in Ddian,
esablished lagt year, and beginning marketing activities a its joint-venture vending machine operations
company, st up in July 2004.
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Third-quarter consolidated forecastsareasfollows

Consolidated forecagsfor thethird quarter of fiscal 2004(¥ billions)

FY2003Q3| FY2004Q3
Actud Forecest Change
Net Sdes 1703 1700 A 03
Operating Income A 85 A 73 +1.2
Ordinary Income A 91 A 80 +1.1
Net Income A 55 A 45 +1.0
Consolidated Net Sales by Segment (¥ billions)
FY2003Q3| FY2004Q3
Actud Forecest Change
Energy & Eledtric Systems 61.7 56.0 A 57
ED&C Drive Sysems 414 435 +2.0
Electronic Devices 33.6 36.5 +2.8
Retall Sysems 331 36.0 +2.8
Others 151 85 A 66
Eliminations A 148 A 105 +4.3
Total 1703 1700 A 03
Consolidated Operating Income by Segment (¥ billions)
FY2003Q3| FY2004Q3
Actud Forecest Change
Energy & Eledtric Systems A 90 A 85 +0.5
ED&C Drive Sysems 0.0 14 +1.3
Electronic Devices 25 25 +0.0
Retall Sysems A 15 A 21 A 05
Others A 01 0.0 +0.1
Eliminations/Corporate A 04 A 06 A 01
Total A 85 A 73 +1.2
Dividend Forecast

No decison has yet been made on year-end dividends.
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Cautionary Statements With Respect to Forwar d-L ooking Statements

Saements mede in this finandd report with respect to the Group's future performance are
forward-looking statements based on management’s assumptions and bdiefs in light of information
currently available. Accordingly, actud results could differ from those contained in any forward-looking
datements. Potentid risks and uncertaintiesinclude:

*Sudden changes in the generd economic conditions of the Group's principd markets and changes in its
operating environment, such as those resulting from changes in trade regulaions

*Changes in the exchange rate, particularly between the yen and the U.S. dollar and Adan and European
currencies

*The ability of Fuji Electric and its subgdiaries to develop and introduce products thet incorporate new
technology in atimey manner and to manufacture them in a cog-effective way

*The rgpid pace of technologica innovation, especidly inthefield of dectronics

*Sudden changesin the supply and demand baance in the markets the Group serves

*Problems rdaed to intelectud property owned by Fuji Electric or other companies

*Huctuations in Japanese sock markets
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