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(B Japanese Economy: Revival of the 3C Businesses  HITACHI

Inspire the Next
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Tax Revenue: Fiscal 2001
Trillion yen/year A post-war economy centered on

the 3C bus nesses
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World Market: Rapid Growth in China and
HITACHI

Elsewherein Asia Inspire the Next
EXOCNSIGRNIIPAS /SN E/H
e.g. PDP TVsandlarge-szed LCD TVs. A
mar ket of approx. 14 million units by 2008,
20 timesthe 2003 level
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Japanese Market: Advent of the Value-Added M arket

. . . . HITACHI
- Rapid Growth in “ Niche and Big” Products Inspire the Next
100 Unit Base 100 Monetary Base (Unit: %)
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i Japanese Market: Growth of Service Businesses HITACHI
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« Size: Approx. ¥300 trillion
. Percentage of GDP:
Approx. 60%
2002 GDP Share of Output by Industry

Gover nment Agr}g?g{;’: 1
and non-profit isheriesand

Services

-
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Service businesses, financial servicesand
insurance, real estate, wholesale and retail,
transportation and communications

(Source: System of National Accounts (SNA))

Inspire the Next

: Rapid rise in demand for IT and greater
Growth of Service » ef?i%iency In people’slives :

Businesses » Development of business channels with consumers

INESERVICEN TGS/

« Number of people: 43 million
.. Percentage of Japanese

wor kfor ce: 63%
Per centage of Workersin the Service Industry
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U.S.
75
” 0 S © S e O
70 o
65 Japan

60

90 95 9 97 98 99 00

(Source: System of National Accounts (SNA))

All Rights Reserved, Copyright C 2004, Hitachi, Ltd



HITACHI

Inspire the Next

Viarkel EXpecialiGns

All Rights Reserved, Copyright C 2004, Hitachi, Ltd



S

Market Expectations HITACHI
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ViR KENEXECTALBRSIOINEITACH]
. A clear commitment to the consumer business,
establish a market presence

« Development of Hitachi-like businesses and products
that leverage its strengths

Consumers’ Expectations of

Market Feedback Hitachi Businesses
“1 would Iikfeto see Hitachi announce a s Digital consumer 798
comprehensive consumer strategy” el ectronics '
“I want Hitachi to come out with I nfor mation and
technologically advanced products that - te'gca%”;munica“o” 38.8
create new markets as only Hitachi can” il
“| expect Hitachi to deliver even higher = HOU_Seh0|d 30.0
quality and a stable supply by appliances '
collaborating with companies in which :
Hitachi has made strategic investments’ - 55?22”' & 25.5

Survey by I1toh Resear ch Office,

Hitotsubashi Univer sity
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Past StrructtrallReerHis

Closing the chapter on reforms,
moving from defense to offense
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Ubiquitous Platform Systems Group (UB)-

HITACHI
Structural Reforms Inspire the Next
2001 2003 2004
- FirEst Stage Second Stage hird Stage
~ Changethe . Reorganize . Expand
Product Mix Businesses Business
s Management
Policy From analog to » Reform » r'?%}?&?aec@[%eer N
—_ —_businesses -~ electronics
1\ |
, Individual businesses :
. Withdrawal from ¢ - || . Expand digital
R * Collaboration with othef | congumer electronics
analog I'vs companies=¥220 billion/year,
=¥100 billion/year reduction Next-gener ation
China (Hitachi Fujian)**  01/6 digital consumer
Singapore (HCPS)* 2 01/9 Make businesses stronger necessities
UK. (HHEE)™ 2 Mobile phonehandset IV 04/04
L | M anagernent (Casio Computer) -
Initiatives .. Launched digital products || ATMs(OMRON) 04/10 SE—
Aiming for top-threeshare || Lgp (Ricoh) 04/10 —
worldwide : Create large businesses
PDP TVs, PTVs, optical storage,
etc. .. Common businesses: \  Flat-pane displays
o : HDD/DVD appliances
@ ! fﬂ?] IQ:S;‘O Eil C(/)”abOI’aIIOH Broadband personal computers
= illion/year

*1:Hitachi Fujian Digital Media Company Ltd.
*2:Hitachi Consumer Products(S) Pte. Ltd.
*3:Hitachi Home Electronics (Europe) Ltd.
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Hitachi Home & Life Solutions, Inc. (H&L)

| |
- Structural Reforms HITACH

Inspire the Next

2001 2003 2004
- FirEst Stage Second Stage Tihird Stage
. Downsize .. Shift Production .. Change Product
= Managementf Workforce Offshore Mix
Policy « Restructure
Domestic Plants
Workforce: Reduced by Overseas Bl Uio et WG o

» Management
I nitiatives

1,180 people
End of FY 2001: 16,500

End of FY 2003: 15,320

~ Production Ratio
Washing machines 70

60

50

Vacuum cleaners 40

Room air
conditioners

Refrigerators

Restructured heating
and small appliance
businesses

.. and marketswith
cutting-edge, high-
value-added products

.. All ectric homes

. Eco-products, etc. =
Qe

Lﬁ..lg
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Hitachi Group Structural Reforms HITACHI
nspire the Nex
The Hitachi Group’sstrategic investeesare

companies engaged in digital consumer electronics
.. Worldwide Top 3

ALIS E \ PDP TVs
e | = o) ~ PTVs
Fujitsu Hitachi Plasma Vo 4 % b ¢ RV
Display L imited I p- - ,\0(“\ ' HDDs
= \oL
F | Ay
\)\0\ L — L aboratories
Fuel cells
Nanotechnology
e ) Ubiquitous HDDs

. ] Technology Corp.

' HltaChI.LG Data
Hitachi GIobaI Storaqe Storage, Inc.

Technologies =Sticld JJJ‘J Digitel APPIIIICE
IeSeaCiieeter

20,008
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Consumer BUSIHESSISuElEd);

Grow the consumer business as a Hitachi Group
targeted business
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Consumer Business Strategy HITACHI

Inspire the Next
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Salles target 2010: ¥2 trillion
SiTateg|e “Niche and Big” products
PreducHS

Break into new fields and markets with
T

Utilize strong brand equity in
major household appliancesintq
successin digital consumer

electronics

Public Image of
Hitachi Brand

Household
appliances

Hea 9
indu ry :l 22%

Digital CSF 12%
glonﬂ.]mer
ectroni Surv

Hitachi Corporate Brand M anagement Oe%:

by
Ice

Establish Consumer Business Group in Hitachi [2004.10.1]
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Goals of Integration (1): Integrate Development
Strengths of (UB) and Sales Capabilitiesof (H&L)  HITACHI

Synergies of integrating (UB) and (H& L)

m Feature PREUUCLS Sl €S
8 U&/bsitquitoasglflgtform
- ems .
(UB) Caboratory . Basesin Europe and
Embedded software the U.S.
« capabilitiestT E—
i Domestic (HCM)*2
(H&L) ~ High market share “ 3500 people
. Strong brand _ Basesin Chinaand rest
_ of Asia

*1 Embedded softwar e isthe sour ce of Japan's international competitiveness
(Japanese market: ¥2 trillion, employs 150,000 people)
*2 Hitachi Consumer Marketing, Inc.

[piteefraitian Syniergles

1.(UB) : Use (H& L)'sdomestic and Expand %LIGS (:f digital
consumer electronicsin
over seas sales network East Asia economic region

2(H&L) : Leverage(UB)sR&Dsystem W t?%esll‘genegtj%tno product

3.Brand . Capture synergiesfrom leading image in digital consumer
electronics and Hitachi’'s strong household appliance brand
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Goalsof Integration (2): “Made by HITACHI”

AN Sirategy HITACHI

Inspire the Next
Syner gies between Consumer Business Group and Hitachi Group

1.Infrastructure Stimulate new demand with
S\/IISIGNI O] innovation product innovations
umer 2.Effective vertical integration of operations with devices
3.Integrated management of products and sales and
services
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| nfrastructure
I nformation & Products and Systems

Telecommunication Systems, Hitachi Maxdll, Ltd. ,
Urban Planning and Hitachi Softwar e Engineering Co., Ltd. ,
Development Systems, Hitachi Housetec Inc., etc.

Hitachi Cable, Ltd., et&onsumer products
mar ket

Cansumesr Business Groye
: es and Services
Materials and Devices Hitachi Building Systems Co., Ltd. ,

Hitachi Global Storage Technologies, Hitachi Air Conditioning Systems Co., Ltd. ,
Fujitsu Hitachi Plasma Display Limited, Hitachi Electronics Services Co., Ltd.,
_ Hitachi Displays, Ltd. , Hitachi Capital Corporation
Hitachi-L G Data Storage,Inc., Hitachi America, Ltd. , Hitachi Europe Ltd.
~ Hitachi Metals, L td. , Hitachi Asa Ltd.
Hitachi Chemical Co., Ltd., etc. Hitachi (China) Investment,Ltd., etc.
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{288 Product Strategy: 6 Key New Fields HITACHI
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PIOCUICEH StIfatEd)

T s | Key R

: s Flat-pand TVs
. 3 hext-generation .
(UB) consumer necessities ™ HDD/DVD appliances
= Broadband personal computers
. Appliancesfor = All electric homes
(H& L) Improving living * Eco-products
environments = Next-gener ation devices

(UB) :PDPTVs All digital consumer €electronics
:Household Appliances for improving living

(H&L) appliances environments

All Rights Reserved, Copyright C 2004, Hitachi, Ltd



(RCI Next-generation Consumer Necessities Plan HITACHI
nspire the Nex

Stafis SENG thESEXt=0ENEralloni coNSUmET NECESSILIES

L arge, flat-panel TVs

. PDP TVs: Japan and Europe, M —

PTVs: U.S. and China | (.
~ 55-inch stadium-size PDP TVs
- PDP TVswith HDDs

3 large networks
% Broadcasting networ k

HDD/DVD - Hirseswiees  Broadband

networ k
- personal computers
appl 1anCes - PCswith digital TV
~-HDD/DVD recorders capabilities
- DVD camcorders - Broadband mobile PCs
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Next-generation Appliancesfor Improving Living : |
Environments lrll-slpi-!;%ﬁglll-!xf

Siteift <<llinle) plei=clenlerEiilon) o]

[CISHorImproving
IViRGENVIeRmENtS

~ All electric homes -

- - IH cooking appliances °'

'mJ - Heat pump electric hot water
- | systems

Eco- products. Next-generation
-Non-CFC refrigerators devices

-~ New washer-dryer “Beat - LCD backlights
Wash” which has Beat Wing - Electro fine forming
Pulsator

{

L * J_.r'r
r
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IEGHY Establishment of Digital Appliance Research Center HITACHI

Research &

Structure

REASONS o)
EStablishiment

Development Group* « Digital Appliance Research Center

nspire the Next

@VEIen

Consolidate laboratory R& D resour ces for
expanding consumer business

At establishment: 50 people
— Fiscal 2006: 100 people

High picture quality and image processing
technologies

Content archiving and sear ch technologies
Home networ king technology, etc.

Platform development that vertically integrates power ful
components (panels, HDDs/optical disks, system L SIs, etc.)
Apply in (UB)' s large, flat-panel TVs, HDD/DVD appliances
and Broadband personal computersaswell ascars, mobile
handsets, etc.
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(S |ntegrated and Unified Management Scheme HITACHI

Inspire the Next

@huIZANCRNOVENIIEN

Hitachi Group
Headquarters

New Organizations Objectives

Consumer — Strategic Business Over see consumer business
Business Group ~ Planning Division | Establish tieswith
Hitachi Group companies

Ubiquitous . .
Strategic Business .
Platform ®Development Division Break into 6 new markets
Systems
o . B2B SalesDivison | ©OPEN up new markets
Hitachi H& L In service business

International Sales | Further develop markets
~ Division in China and rest of Asia

Hitachi Group
Companies
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WA Conclusion HITACHI
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Develop a consumer businessthat isthe

first choice of customersasthear “best
solutions partner”

Contributeto achievement of
.,eHITACHI Plan |1
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Next MADE IN JAPAN EXPect more from the New Hitachi
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