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Business Review and Outlook

n the Heat Treatment seg-

ment, robust demand from the

automotive industry led us to
expand aggressively, including
construction of new plants at home
and abroad and enhancements to
existing facilities. However, broad
declines in demand from the auto-
mobile, construction equipment,
and other key customers in the
second half of fiscal 2008 saw
results rapidly worsen, and both
revenues and profits decreased

during the fiscal year.

Business Structure Reform Plan III
(Billions of Yen)

2007.3 2008.3 2009.3
(FY2006) (FY2007) (FY2008) (FY2009 Forecast)
Net Sales 27.0 28.8 22.9

The heat treatment business remained positive in the first half of the fiscal year for
key automotive parts and construction machinery components markets for Asia, but
the latter half of the fiscal year saw broad production cut-backs, resulting in a drop
in revenue from carburizing and nitriding process, PVD process, and aluminum
product treatment. While efforts were made to review operations, optimize personnel
placement, and otherwise streamline production at each of our sites, the segment
ended the year with drops in both revenue and profits.

Maintenance services in the Industrial Furnaces business achieved sales nearly
equal to levels in the previous fiscal year, but with customers either freezing or can-
celling capital investment plans, sales of furnaces were down. As a result of efforts to
shorten manufacturing lead times and otherwise reduce costs, the segment man-
aged to end with a profit just slightly exceeding the previous fiscal year.
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Activities
Jun. 2006 Began mass production of Corbett process at

Dowa THT America, Inc. (Ohio)

Jun. 2006 Doubled heat treatment capacity of Chukyo
Handa Works, Aichi Prefecture

Aug. 2006 Acquired Cemm Co., Ltd., a Nagoya-based
heat treatment and industrial furnace

manufacturer

Apr. 2007 Established Dowa Thermotech (Thailand)
Co., Ltd.

Jul. 2007 Began construction of new plant in Ota, Gunma
Prefecture

Dec. 2007 Began sales of facilities maintenance services
in Thailand

May 2008 Completed construction and began operation
of new plant in Ota, Gunma Prefecture

|

The new Ota, plant has introduced state. f-
the-a?rt facilities that have high produef:-io .
;l]::ltc'y ,yet are friendly to the environ.l::ant

'antis located in Ota, one of the foremost industri ‘

one ;;;;T;zc]a{;them Karjto regipn, where the automztt;;ae,

S anq die industries are concentrated.

. IS plant we aim to €xpand manufacturing capaci

in the Kanto region and boost our market shareg ety
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U-TKM, a high-efficiency, compafzt
continuous carburizing furnace in-
stalled at Chukyo Handa quks. "
The U-TKM furnace, which substgntlally raise
productivity compared to conventional furnaces,

has realized a reduction in energy costs and
shorter lead times.

21






