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1. Performance over the year, April 1, 2005 to September 30, 2005 (Figures are rounded off to the nearest million yen)

(1) Consolidated Operating results 9/05(interim)  9/04(interim) Change(%) 3/05
Net sales (million yen) 284,195 273,154 4.0 559,540
Operating income (million yen) 20,898 19,285 8.4 40,401
Ordinary income (million yen) 20,253 17,303 17.0 36,387
Net income (million yen) 6,150 8,225 (25.2) 15,128
Net income per share (yen) 17.69 23.29 — 42.65

Diluted net income per share (yen) — — — —
Notes: 1. Profit (loss) on equity method investment: 9/05: - yen 9/04: 172 million yen 3/05: 85 million yen

2. Average number of shares outstanding (9/05: 347,692,501 9/04: 353,206,124 3/05: 351,760,299)

3. Accounting policy have been made change.

(2) Consolidated Financial Standing 9/05(interim)  9/04(interim) 3/05
Total assets (million yen) 530,233 536,457 532,285
Shareholders’ equity (million yen) 166,890 159,419 162,400
Shareholders’ equity ratio(%) 31.5 29.7 30.5
Shareholders’ equity per share (yen) 481.65 452.70 465.20
Average number of shares outstanding at period end (9/05: 346,499,620 9/04: 352,149,853 3/05: 348,640,434)

(3) Consolidated cash flows (million yen) 9/05(interim)  9/04(interim) 3/05
Cash flows from operating activities 13,536 13,902 31,739
Cash flows from investment activities (11,418) (9,877) (13,749)
Cash flows from financing activities (8,550) (5,667) (18,180)
Cash and cash equivalents at period end 47,813 52,266 53,563

Notes: Consolidated subsidiaries and application of the equity method
Number of consolidated subsidiaries : 102
Equity method applied non-consolidated subsidiaries : None
Equity method applied affiliates : 15

(4) Consolidated scope and changes to the application of the equity method
Consolidation : New companies 1 ~ Companies removed 5
Equity method : New companies coming under equity method None Companies removed 1

2. Forecasts of results for the term, April 1, 2005 to March 31, 2006

At year end
Net sales (million yen) 574,000
Ordinary income (million yen) 41,000
Net income (million yen) 16,000

Reference: Expected net income per share (full-year basis) consolidated: 46.18 yen

Note: The outlooks for performance presented in this document are statements regarding future plans, not historical facts, and
represent the judgments of the management of the Company based on current conditions as well as certain premises
and assumptions. In fact, changes in assumptions and prevailing conditions as well as other developments, along with a
wide range of other factors may lead to outcomes that differ substantially from those presented in this document. For
these reasons, the Company requests that all parties concerned refrain from relying exclusively on these outlooks when
making investment and other decisions.



Consolidated Balance Sheets

(Millions of Yen)

End of 9/05 End of 3/05 (difference)
(A) (B) (A)-(B)
ASSETS
Current assets:
Cash and depositsin banks 32,652 33,773 (1,121)
Notes receivable and accounts receivable 114,530 113,806 724
Receivable for completed construction work 129 819 (690)
Cash pooling deposits 14,541 19,423 (4,882)
Negotiable securities 622 400 222
Inventories 108,849 102,088 6,761
Deferred tax assets 13,192 14,226 (1,034)
Other current assets 6,411 5,313 1,098
Total current assets 290,926 289,848 1,078
Fixed assets:
Net property, plant and equipment 195,808 197,833 (2,025)
Intangible fixed assets 2,900 2,675 225
Other 40,599 41,929 (1,330)
Total fixed assets 239,307 242,437 (3,130)
Total assets 530,233 532,285 (2,052)
LIABILITIESand SHAREHOLDERS EQUITY
Current Liabilities:
Accounts payable 61,242 61,421 (279
Short-term debt 78,555 76,611 1,944
Bonds redeemable within ayear 1,011 1,009 2
Accrued income taxes 4,324 6,613 (2,289)
Accrued operating expenses 22,175 21,256 919
Advance payments from customers 587 970 (383)
Deferred tax liabilities 3 3 —
Other 16,013 15,501 512
Tota current liabilities 183,910 183,384 526
Long-term debt, less current maturities 88,456 95,170 (6,714)
Reserve for retirement benefits 30,321 31,639 (1,318)
Reserve for directors’ retirement bonuses 1,102 1,138 (36)
Deferred tax liabilities 3,165 3,190 (25)
Other 6,649 8,018 (1,369)
Total liabilities 313,603 322,539 (8,936)
Minority interests 49,740 47,346 2,394
Shareholders’ equity:
Common stock 26,284 26,284 —
Capital surplus 36,701 36,701 —
Retained earnings 112,177 107,966 4,211
Unrealized net gain on available-for-sale securities 2,660 1,948 712
Other (10,932) (10,499) (433)
Tota shareholders' equity 166,890 162,400 4,490
Total Liabilitiesand Shareholders' equity 530,233 532,285 (2,052)
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Compar ative Statement of profit and loss

(Millions of Yen)

1% half Ratio to 1% half Ratio to

fiscal 2005 fiscal 2004 Fiscal 2004
(Sep. 30,05) sdes (Sep. 30,04) sdes  (A)/(B) (Mar. 31,05)
(A (%) B ) _ (%

Net sales 284,195 100.0 273,154  100.0 104 559,540
Cost of sales 221,869 78.1 214,053 784 104 438,995

Gross profit 62,326 21.9 59,101 21.6 105 120,545
Selling, general and administrative expenses 41,428 14.6 39,816 14.6 104 80,144

Operating income 20,898 74 19,285 7.1 108 40,401

Other income:

Interest and dividends 315 172 183 362
Investment income based on equity method — 172 — 85
Other 2,490 2,382 105 4,465

Tota 2,805 1.0 2,726 1.0 103 4,912

Other expends:

Interest 1,312 1,277 103 2,496
Other 2,138 3,431 62 6,430
Tota 3,450 12 4,708 17 73 8,926

Ordinary profit (loss) 20,253 7.1 17,303 6.3 117 36,387

Extraordinary profit (loss)

Net gain on switch to defined contribution pension plan 144 — — —
Gain from sale of property and equipment 238 391 61 3,709
Gain on equity share fluctuation in consolidated subsidiaries — 1,681 — 1,681
Loss on devaluation of property and equipment (1,419) — — —
Loss on impaired property and equipment (1,607) — — —
Write-off discrepancies asaresult of changesin accounting — (1,511) — (3,093)
Extraordinary loss on revision of retirement benefit plan system — — — (41)
Loss on structural reform (2,148) (973) 221 (8,651)
Other — — — (490)

Tota (4,792) (412) 1,163 (6,885)

Income beforeincome taxes and minority interests 15,461 54 16,891 6.2 92 29,502

Corporation and inhabitant taxes 4,390 15 4,584 1.7 96 8,871

Adjustment account for corpor ate tax 2,768 1.0 2,283 0.8 121 1,872

Minority interests 2,153 0.8 1,799 0.7 120 3,541

Net income 6,150 2.2 8,225 3.0 75 15,218

Statement of Consolidated Surplus (Millions of Yen)

1% half 1% half
fiscal 2005 fiscal 2004 Fiscal 2004
(Sep. 30,05) (Sep. 30,04) (A)/(8) (Mar. 31,05)
(A) (B) (%)

Balance at beginning of year 107,966 95,940 113 95,940
Cash dividends 1,744 1,237 141 2,998
Bonuses to directors and corporate auditors 195 194 101 194

Decrease of other surplus 1,939 1,431 135 3,192

Net income 6,150 8,225 75 15,218

Balance at period end 112,177 102,734 109 107,966
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Consolidated subsidiaries: 102 companies

43 domestic companies
Hitachi Tool Engineering, Ltd.
Hitachi Metals Techno, Ltd.
NEOMAX Co., Ltd.
Hitachi Metals Admet, Ltd.
Hitachi Metals Tool Stedl, Ltd.
NEOMAX TRADING Co., Ltd.
HMY, Ltd.
Hitachi Metas Precision, Ltd.
HMW, Ltd.

59 over seas companies
Hitachi Metals America, Ltd.
Hitachi Metals Europe GmbH
Hitachi Metals Singapore Pte. Ltd.
Hitachi Metals Hong Kong Ltd.
Hitachi Metals (Shanghai) Ltd.
NEOMAX America, Inc.
Newport Precision, Inc.
SinterMet, LLC
Five Ace Technology Co., Ltd.
Hitachi Rolls (Thailand) Ltd.

Hitachi Ferrite Electronics, Ltd.
NEOMAX MATERISLS Co., Ltd.
Alcast, Ltd.
Seitan Inc.
Tokyo Seimitsu Kogyo, Ltd.
Hitachi Valve, Ltd.
Himec, Ltd.
Hitachi Metals MPF, Ltd.
Hitachi Metals Solutions, Ltd.
etc.

Hitachi Metals (Dong Guan) Specialty Steel Co., Ltd.

Hitachi Metals (Thailand) Ltd.

Hitachi Metals (Suzhou) Electronics, Ltd.

Metglas, Inc.

Luzon Electronics Technology, Inc.

AAP St. Marys Corporation

ACP Manufacturing Co. LLC

HN Automotive, Inc.

Ward Manufacturing Inc.

Hitachi Metals (Suzhou) Valves & Fittings, Ltd.
etc.



Consolidated M anagement Policies

1. Fundamental M anagement Policies

Hitachi Metals, Ltd. and its subsidiaries (collectively, the “Company”) aim to contribute to the betterment of
society by providing environment-friendly, superior-quality products that are made possible through the use
of cutting-edge materials and proprietary technologies. Using these proprietary technologies and by
developing new ones, the Company endeavors to fulfill its corporate responsibility, to create higher
value-added products and capabilities in a timely manner. Hitachi Metals is dedicated to satisfying the
shareholders, investors, and customers that support its existence, as well as society in general, by delivering
top-level solutions achieved through creative imagination and forthright action. In addition, each employee
is allowed the freedom to explore and optimize his or her individual skills and creativity with a view to
creating a dynamic company.

2. Dividend Palicy

Changing customer needs and technologies together with advancing globalization characterize the current
business environment. Under these circumstances, Hitachi Metals considers its prime responsibility to be
appropriate and long-term return to its shareholders through the strengthening of its international
competitiveness, the expansion of dividend-enabling profit, and the maximization of corporate value. To this
end, the Company has adopted a policy of paying stable dividends to shareholders while maintaining and
expanding its financial strength to make possible investments for the future. The Company sets aside
earnings with the future development of operations in mind, investing in new materials development and in
bringing new products to market. At the same time, Hitachi Metals is also developing new businesses and
streamlining facilities to expand the production of highly competitive products, and to create a vibrant global
network.

3. Reasons and Policy for Lower Investment Unit

Hitachi Metals believes that a lower investment unit is an effective measure to expand the investor base and
increase share liquidity. While paying due consideration to costs and benefits related to performance, share
prices, shareholder composition, liquidity and implementation, Hitachi Metals is examining the feasibility of
implementing lower investment units in the future, but currently has no plansto do so.

4. Target Business|ndicators

Inline with its dividend policy, the Company will strive to achieve a consolidated ROE (Return on equity) of
10% to maintain the income level required to increase corporate value, while providing shareholders with
long-term returns on their investments.

5. Medium- to Long-Term Strategy and Issuesto Be Addressed

The Hitachi Metals Group is advancing its Fiscal 2005 Medium-Term Management Plan (a two-year plan
extending from the fiscal year ended March 31, 2005 to the fiscal year ending March 31, 2006) with the aim
of making significant progressin the growth of its business.

The Medium-Term Management Plan targets consolidated net sales of ¥500 billion, operating
income of ¥30 billion, a return on equity (ROE) of 6%, and the strengthening of the corporate structure by
the fiscal year ending March 31, 2006 through the establishment of an action plan toward creating a business
structure offering ROE of 10%.

The Hitachi Metals Group performed better than originally forecasted on the back of favorable
demands in industries related to the Group and has achieved the Medium-Term Management Plan targets in
fiscal 2004, a year in advance. Also during the six-month period ended September 30, 2005, the Group
outperformed the targets with consolidated net sales amounting to ¥284.2 billion and operating income
totaling ¥20.9 billion.

Meanwhile, the Company is putting even greater focus on the successful completion of the
Medium-Term Management Plan as it moves forward with the measures of the action plan.

The following is an outline of the action plan.



Strengthen the Earning Power of Core Businesses

After having restructured its business portfolio, Hitachi Metals redefined High-Grade Metal Products and
Materials, Electronics and IT Devices, and High-Grade Functional Components and Equipment as its core
businesses. In specific market sectors, the growing automobile sector now accounts for nearly 40% of
Hitachi Metals' business, while the electronics and energy sector comprises 40%, and the stable industrial
infrastructure-related sector accounts for 20%. With this composition of business sectors, Hitachi Metals has
now established a business structure for the future with a healthy balance of both stable and growth sectors.

Concerning these core businesses, to better achieve a more robust earnings and further strengthen
the business structure that allows the Group to adapt to changes in the business environment, the Company is
progressing with cost structure reforms and aiming for a 10% reduction in our breakeven point ratio.

To this end, Hitachi Metals is determined to pursue core product refinement, concentrate its
management resources, and carry out its reforms in every aspect of development, manufacturing, sales, and
distribution in order to achieve the highest quality products, the shortest lead time and the most efficient cost
structure.

In addition, the Company is implementing the integration of product categories, eimination of
unprofitable products, review of the product portfolio, and is pursuing scale merits in manufacturing.

Furthermore, the Company expects that the fluctuation of raw materia costs will continue to
significantly affect its profitability, and therefore asks for the understanding of its customers as it works to
establish arational pricing system through measures such as adjustments to product price and the application
of adliding price scale.

Create New Products

As a measure to redlize sustainable growth, Hitachi Metals is focusing efforts on the creation of new
products that will become the next-generation mainstay business, by unifying the three primary functions of
sales divisions, manufacturing facilities, and research laboratories. Hitachi Metals aims to increase the sales
ratio of new products to more than 30%. The Company plansto foster growth drivers by investing heavily in
the research and development of products that will become “Only One, No. 1" products.

The Company anticipates growth of products in the automobile sector that can contribute to
energy-saving and environmental protection, such as engine exhaust components, belt materials for
continuously variable transmission (CVT) systems, and magnets for hybrid cars. In the electronics and
energy sector, growth is expected for magnets used in motors that realize energy efficiency, size reduction
and high functionality, as well as amorphous metals, wireless LAN-related products, and sensors.

Global Development

The Company aims to increase the ratio of overseas sales to more than 40%, and is aggressively advancing
the global development of high-profit products with high market share while promoting an optimal
production structure. Hitachi Metals is concentrating on expanding operations throughout Asian markets,
especialy China. Working toward these goals, the Company will strengthen its domestic manufacturing
facilities that serve as “parent factories’ and overseas bases, while striving for strategic business
development through the coordination of these two entities.

Reinforce the Financial Position

To reinforce the financial structure, Hitachi Metals aims to reduce inventories by 30%. Through this

initiative, the Company intends to improve cash flow and secure resources for further investment in growth.
In this effort, the Company is promoting Groupwide initiatives such as comprehensive inventory

reduction activities within its manufacturing facilities, establishment of a production management system

with the application of information and communication technologies, and standardization, elimination, and

consolidation of product categories while endeavoring to raise productivity.



Environmental Management

Hitachi Metals considers environmental management as one of the top management priorities. Based on the
Hitachi Metals Group Basic Environmental Protection Policies, the Company is promoting environmental
management across the Group through the development of a comprehensive environmental management
system. Through this system, Hitachi Metals aims to reduce environmental impact by strengthening
environmental compliance and utilizing lifecycle assessment, a method for comprehensively evaluating the
impact of a product on the environment throughout its lifecycle.

The Top Runner Program under the Energy-Saving Law promotes higher energy-saving standards
for certain categories of energy-consuming products than those of the most energy-efficient products
currently commercialized. Hitachi Metals' products are closely linked with the product categories designated
by the program. Through the development of a wider range of environmentally conscious products, the
Group aims to contribute to the movement toward energy conservation.

The Company will continue to proactively disclose information about environmental accounting
and environmental protection activities of the Hitachi Metals Group.

Through these measures, Hitachi Metals ams to be the best partner for its customers as a
development-driven company with world-class product devel opment capabilities able to continuously supply
new products that are essential to its customers.

6. Corporate Governance

Fundamental Policy

Hitachi Metals views corporate governance as its most important management priority. Hitachi Metals
believes that the basis of corporate governance is ensuring transparent and efficient management, meeting
stakeholder expectations and maximizing corporate value.

To this end, we are working to build an organizational platform that maintains optimum efficacy
and a clear balance between the supervisory and operational executive functions. The Company will
continue to disclose pertinent and quality information in a timely fashion, including business results,
segment information, and details of our medium-term management plan. In addition, we are fostering a
corporate culture founded on the concept of “Materials Magic,” which embodies the fulfillment of Hitachi
Metals corporate value and its efforts, as a development-driven company, to become the “best possible
globa company.”

We acknowledge that compliance lies at the heart of corporate governance. As a responsible
member of society, Hitachi Metals will comply with society’s customs and ethics, while adhering to statutory
regulations and in-house rules. For this purpose, we have formulated Hitachi Metals' Action Guidelines.
These Action Guidelines manual is distributed to directors and employees with the onus on each employee to
ensure thorough compliance. On April 1, 2005, Hitachi Metals established the Corporate Socia
Responsibility Promotion Office to promote Companywide efforts at compliance and corporate social
responsibility in upgrading internal control systems based on the Committee of Sponsoring Organizations of
the Treadway Commission (COSO) framework mentioned below.

Directors formulate and determine the Company’s management policies from a medium- and
long-term perspective as well as medium-term plans and annual budgets. Executive officers are responsible
for ensuring that these policies and guidelines are effectively implemented with the aim of maximizing
corporate value. Hitachi Metals compensation system is linked to management’s contribution to the
wellbeing and prosperity of all stakeholders and reflects the Company’s performance in the short, medium
and long term. The Compensation Committee determines the actual amounts for directors and executive
officers.



I nitiatives and I mplementation

(1) Organization and Structure for Decision-Making, Executive and Supervisory Functions and Other

Corporate Governance Systems
a. Corporate Sructure

Hitachi Metals adopted a company-with-committees structure system to further strengthen its corporate
governance framework alowing for bolder and swifter implementation of business reorganization,
strategic investments and other initiatives. The Company also invited outside directors to join its Board
of Directors, including the Nominating, Audit and Compensation Committees. By introducing the
objective opinions of outside directors, we have enhanced the supervisory function of the Board of
Directors and worked to ensure the transparency and efficiency of Hitachi Metals’ operations. Under the
structure, three of the Company’s six-member Board of Directors shall comprise outside directors, with
two of the three being directors and executive officers of Hitachi, Ltd., Hitachi Metals' parent company.
Pursuant to the Law for Special Exceptions to the Commercial Code concerning Audit, etc., of
Kabushiki Kaisha, three of the Company’'s directors shall comprise the Nominating, Audit and
Compensation Committees, with two of the three being outside directors.

To facilitate the administrative functions of the Board of Directors and each committee, Hitachi
Metals has set up a Board of Directors Office and appointed a manager to the Board and to each
committee.

A large portion of the decision-making authority regarding the business and affairs of the
Company has been delegated from the Board of Directors to executive officersin an effort to accelerate
the decision-making process.

The Company previously implemented an internal company system and a managing director
system in order to separate Companywide strategic decision-making from the management of the
individual businesses. These systems will be continued under the company-with-committees system, as
they are consistent with diversity of products and markets that are characteristic of the Company. Under
this system, executive officers make strategic decisions including Group strategies that affect the entire
company, while managing officers are in charge of each business division.

b. Internal Rules and Guidelines

As a part of its internal control system, Hitachi Metals deliberates on important business issues in
management meetings to ensure that executive officers efficiently execute business activities while
complying with laws and regulations and the Company’s Articles of Incorporation. Hitachi Metals has
also established the Internal Auditing Office under the direct control of the president for conducting
internal audits of each business division and Group companies to review the efficiency of their business
activities and their level of compliance with laws and regulations and interna rules. The results of
internal audits are reported to the president and the Audit Committee to confirm whether directives are
correctly being carried out.

Based on the requirements of the Sarbanes-Oxley Act in the United States, Hitachi Metals is
upgrading its internal control system for financial information based on standard frameworks (COSO
framework) in an effort to improve the authenticity of its financial data.

c. Risk Management System
The Company has formulated internal rules and guidelines and established a risk management system
concerning compliance, environmental issues, safety and health and quality assurance for each business
division. All employees are educated in the management of risk and an audit undertaken to ensure that
internal companies and related operating divisions effectively, prevent and manage overall risk. In the
event risk occurs, a specidist structure is established to swiftly resolve al issues. In addition, Hitachi
Metals maintains legal counsel to provide professiona advice relating to matters of law.



d. Internal Audits, Audit Committee Audits, and Accounting Audits
Internal Audit Organization
Hitachi Metals internal audits are handled by the Internal Auditing Office, which isapart of itsinternal
control system. The Internal Auditing Office creates annual auditing plans and policies, which are used
as abasisfor regularly conducting audits of the business execution of each business division and Group
company as well as current management conditions. When necessary, the Internal Auditing Office also
conducts impromptu audits. The Internal Auditing Office then reportsits findings and suggests
operational corrections. In principal, audits are conducted by the manager of the Internal Auditing
Office, with the cooperation of the Environmental, Health and Safety Department and the Information
Systems Department when necessary.

Audit Committee Auditing Organization

The Audit Committee conducts accounting audits and audits of the suitability of business decisions and
the effectiveness of internal control systems, and deals with any cases of directors or executive officers
that violate laws and regulations or the Articles of Incorporation. The Board of Directors Office and the
manager of the Audit Committee provide support for the execution of the Audit Committee’s duties.
The manager of the Audit Committee does not hold a concurrent position in another operational

division in order to ensure independence from executive officers.

As aroutine duty, the Audit Committee formulates annual auditing plans and policies, which
are used as a basis for debriefings on important matters and as ameans for its visiting audits of each
business division and Group company. In addition, the Audit Committee conducts specia auditsin the
event adirector or executive officer behaves in away that violates laws and regulations or the Articles
of Incorporation.

Coordination Among Internal Audits, Audit Committee Audits and Accounting Audits
Audit Committee rules govern the level of cooperation among the Audit Committee, accounting
auditors and internal auditing organization.

The Audit Committee receives reports on auditing plan execution from accounting auditors
and then deliberates and makes any necessary adjustments. In addition, the Audit Committee receives
reports on the results of audits and hears opinions. Also, the Audit Committee receives reports from
accounting auditors in the event of a discovery of grave violations of rules and regulations or the
Articles of Incorporation by directors or executive officers.

Coordination with the Internal Auditing Office consists of regular monthly reports. To
enhance coordination with Audit Committee audits, directives may be issued for the Internal Auditing
Office to conduct a special audit of business divisions specified by the Audit Committee. In addition,
the Audit Committee may add critical items to the audits performed by the Internal Auditing Office.

The Internal Auditing Office also provides support to the Audit Committee as directed for
matters that the Board of Directors has decided to be in need of an audit.
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(2) Personal and Capital Relationships Between the Company and its Outside Directors, and Other

Relationships with Interested Parties
Two of the Company’s three outside directors comprise a Director and Executive Officer of the parent

company, Hitachi, Ltd. In addition, Hitachi Metals and Hitachi, Ltd. engage in business and non-business
transactions.

7. Matters Related to the Parent Company
(1) Parent Company Information

Percentage of voting
Name Affiliation rights held by the Stock exchanges on which the parent company’s stock is traded

parent company (%)
First Section of the Tokyo Stock Exchange, First Section of the Osaka Securities Exchange,
First Section of the Nagoya Stock Exchange,

Hitachi, Parent 56.6% Fukuoka Securities Exchange, Sapporo Stock Exchange,
Ltd. company (0.6) Luxembourg Stock Exchange (Luxembourg), Deutsche Bourse (Germany),

Euronext Amsterdam (the Netherlands), Euronext Paris (France),
New York Stock Exchange (U.S.)

Note: The figure in parentheses indicates the percentage of indirect ownership in the percentage of voting rights held by the
parent company column.

(2) Position of Listed Companies in the Hitachi Group and Relationships Between the Parent Company and
Other Listed Companies
The parent company, Hitachi, Ltd., as the Company’s leading shareholder, holds 56.6% of Hitachi Metals
voting rights. Two of Hitachi Metals three outside directors hold both director and executive officer
positions. One of the three outside directors is appointed from outside the Hitachi Group.

Hitachi Metals, however, maintains autonomy in its business operations and transactions from
Hitachi, Ltd. and the Hitachi Group of companies. The Company, as a member of the Hitachi Group, will
maintain close cooperative relationships with Hitachi, Ltd. and other companies in the Hitachi Group.
Hitachi Metals aso will use the Group’s management resources to meet both market and customer needs, in
addition to providing products and service of the highest quality.



Financial Performance and Financial Condition

1. Financial Results

(1) Overview (Fiscal 2005 first half, six months ended September 30, 2005)

Looking at the global economy during the first half of fiscal 2005 (the six months ended September 30,
2005), the U.S. economy continued to expand on the back of robust persona consumption driven mainly by
residential investment. In Asia, growth remained high particularly in China and India. While conditions were
firm, economic growth in Europe was on a par with the previous fiscal year.

In Japan, the economy experienced a soft recovery buoyed by an upswing in demand based on
personal consumption and capital investment.

Conditions in the industries in which the Hitachi Metals Group operates were as follows. In the
personal computer industry, demand for mobile PCs increased. Shipments of LCD desktop computers
jumped significantly reflecting the drop in consumer prices and growing market acceptance. The mobile
phone industry was also favorable. Despite stagnant conditions in Japan, overseas demand increased
particularly in emerging countries including Brazil, Russia, India and China, collectively referred to as
BRICs. The semiconductor industry continued to do well alongside strong demand for digital consumer
electronics such as LCD TVs and IT-related products including mobile phones. In the automobile industry,
activity was generally positive. Japan experienced arise in production mainly of compact cars and overseas
production expanded primarily in North America. Steel production stayed high on the back of steady
shipments to the manufacturing sector in Japan and China. In the construction industry, private sector
investment increased supported by the growth of capital investment and a pickup in housing starts being
centered on urban condominium construction. On the other hand, public investment dropped due to widening
budget deficits.

Against this backdrop, interim net sales for the six-month period ended September 30, 2005
climbed 4.0% compared with the corresponding period of the previous fiscal year to ¥284,195 miillion, as a
result of strong demand for automobile-related products and IT and household appliance-related products
suchasLCD TVs.

On the earnings front, ordinary income increased ¥2,950 million to ¥20,253 million year on year.
Despite a general increase in global raw materia prices, this improvement is the result of efforts to reduce
basic costs and expenses while revising sales prices. Net income, on the other hand, declined ¥2,075 million
to ¥6,150 million owing to extraordinary losses incurred in line with structural reform of the Company’s
business activities and the adoption of impairment accounting.

In light of the aforementioned performance, Hitachi Metals has decided to distribute an interim
dividend of ¥5.0 per share unchanged from the previous fiscal year.

Results by business segment are presented as follows. The sales amounts include inter-segment
sales and transfers.

High- Grade Metal Productsand Materials

Sales of mold and tool materials as well as cutting tools rose significantly due to product price revisions, in
part reflecting the increase in raw material prices, as well as continued strong demand from the automobile
industry. In high-grade electronic materials, however, overal sales declined substantially. Despite steady
results in semiconductor materials and the continued strong performance in LCD panel-related materias,
results were impacted by production adjustments in display-related products. Sales of rolls increased
substantially on the back of robust exports to Asia and particularly China. Sales of injection molding
machine parts fell, adversely affected by the drop in production of injection molding machines for recording
mediaindustry.

As aresult, net sales in this segment totaled ¥117,498 million, an increase of 18.5% compared with
the corresponding interim period of the previous fiscal year. Operating income was ¥10,477 million, an
increase of ¥716 million year on year.



Electronicsand I T Devices

Despite an increase in demand, particularly from the automobile industry, overal sales of ferrite, rare-earth
and other magnets, and their applications decreased due to the impact of business reorganization
implemented in the previous fiscal year.

In the mobile phone components category, sales of isolators declined as the trend toward
isolator-less components increased. Sales of multilayered devices increased due to the increase in production
and the Company'’s ability to capture greater market share. As a result, overall sales were on par with the
corresponding period of the previous fiscal year. Results in soft magnetic materials were mixed. FINEMET®
results declined, impacted by production adjustments of FINEMET®-based products. Hitachi Metals
experienced a significant jump in orders, however, with the growing emphasis on energy conservation and
increased application and shipment of the Company’s amorphous metal materials. Sales of IT equipment
materials and components grew as customer recognition of Hitachi Metals' products continued to take hold.

As aresult, net sales in this segment totaled ¥77,944 million, a decrease of 0.9% compared with
the corresponding interim period of the previous fiscal year. Operating income for the interim period was
¥7,920 million, up ¥1,709 million year on year.

High-Grade Functional Components and Equipment

Sales of high-grade ductile iron castings declined compared with the corresponding period of the previous
fiscal year. Strong demand related to the increase in automobile production was offset by rationalizing and
streamlining of the Company’s product lineup. Results in heat-resistant metal castings improved
dramatically in line with the emergence of new applications of the Company’s products. Sales of aluminum
wheels were up, owing to healthy overseas demand. Sales of pipe fittings decreased, reflecting a stagnant
period between large-scale construction projects and a growing trend toward the adoption of different
materials for piping. Results in stainless steel and plastic piping components declined due to the cutback in
construction work volume. This was despite the introduction of new products. Internal and structural systems
gained ground despite the dormant period between large-scale construction projects and price competition
among competing materials. This was the result of robust private sector capital investment particularly in the
automobile industry.

Accounting for these factors, net sales in this segment rose 6.2% compared with the corresponding
interim period of the previous fiscal year to ¥87,711 million. Operating income declined ¥399 million to
¥3,355 million.

Services and Other

Domestic and overseas sales of Services and Other remained sound. Segment net sales and operating income
declined significantly, however, following the reorganization of a subsidiary company and the transfer of
certain activities to another segment.

As aresult, net sales in this segment decreased 33.3% compared with the corresponding interim
period of the previous fiscal year to ¥33,860 million. Operating income declined ¥367 million to ¥403
million.
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(2) Outlook (fiscal year ending March 31, 2006)

In the fiscal year ending March 31, 2006, the global economy is expected to show signs of a mild slowdown.
In the United States, residential property development, which had previously driven growth, is forecast to
experience stagnant conditions, while growth rates in China also appear to have peaked. As a whole, the
sharp increase in crude oil and raw material prices is expected to place downward pressure on the global
economy.

In Japan, economic conditions are forecast to remain firm on the back of active capital investment
mainly in the private sector and an increase in demand.

In the industries in which the Hitachi Metals Group operates, operations in the High-Grade Metal
Products and Materials and the Electronics and IT Devices segments are anticipated to remain difficult due
to downward pressure on product prices. Production of mobile phones and LCD displays, however, are
expected to remain firm. In addition, activities related to the mold and tool materials forecast to experience a
temporary inventory adjustment period. Positive conditions fueled by ongoing growth in the automobile
industry, primarily driven by trucks, and continued improvement in private sector capital investment
generating benefits to the construction industry are expected to be offset by persistent downward pressure on
public works. Accordingly, a difficult operating environment is forecast.

Despite these circumstances, the Hitachi Metals Group is expecting to achieve its numerical targets
for sdles and profits in its Fisca 2005 Medium-Term Management Plan. In addition, the Company is
working to introduce new products and expand sales overseas, continuing efforts to achieve appropriate price
levels that correspond to rising raw material prices, and endeavoring to further enhance competitiveness of
existing products by implementing cost reductions. Moreover, Hitachi Metals aims to improve its corporate
structure by improving cash flows through the reduction of inventories and lowering the breakeven point.

As aresult of the aforementioned factors, performance outlook for the fiscal year ending March 31,

2006, isasfollows. The fiscal year-end dividend is forecast at ¥5.0 per share.
(Millions of Yen)

Net sales Ordinary income Net income
Consolidated 574,000 41,000 16,000
Non-consolidated 261,000 12,500 6,500

2. Financial Position

Net cash used provided by operating activities for the first half of the fiscal year ending March 31, 2006 was
¥13,536 million, a turnaround of ¥366 million from net cash provided by operating activities in the
corresponding period of the previous fiscal year. In the interim period under review, the Company reported
net income before income taxes of ¥15,461 million after accounting for the disposa of fixed assets,
impairment losses, and other factors, and experienced a decline in the demand for working capital.

Net cash used in investing activities totaled ¥11,418 million, up ¥1,541 million compared with the
corresponding period of the previous fiscal year. Thisis attributed mainly to an increase of ¥1,564 million in
capital expenditure.

Net cash used in financing activities rose ¥2,883 million year on year to ¥8,550 million. Major
components included cash outflows such as ¥4,767 million for the repayment of interest-bearing debt,
¥1,705 million for the acquisition of treasury stock, and ¥2,079 million cash dividends paid.

As a result of the aforementioned factors, cash and cash equivaents as of September 30, 2005
stood at ¥47,813 million, adecrease of ¥5,750 million from the previous fiscal year-end.

First Half First Half First Half Fiscal Fiscal

Fiscal 2003 | Fiscal 2004 | Fiscal 2005 2003 2004
Shareholders' equity ratio 35.1% 29.7% 31.5% 35.2% 30.5%
Shareholders’ equity ratio on a market price basis 30.9% 37.5% 71.9% 41.2% 44.3%

Notes: 1. Shareholders equity ratio = shareholders’ equity/total assets
2. Shareholder’ equity ratio on amarket price basis = market capitalization/total assets
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3. Businessrisks

Risks that may potentialy impact the financial performance and condition of the Hitachi Metals Group
include but are not limited to the following: market trends in related industries; economic trends in regions
of operation; changes in cash flow due to trends in capital investment and the status of sales activities;
fluctuations in raw materials prices caused by the impact of internationa markets; the disturbance of
business activities in overseas markets due to economic, social or political circumstances; changes in
capacity related to the securing of competitive superiority, or the development and commercia application of
new technologies and new products; conflict related to intellectual property rights; cost increases needed to
comply with environmental regulations; and the incurring of costs in the event that product defects should
arise and require response.

While the Hitachi Metals Group strives, under the structure described previoudly, to avoid the
occurrence and minimize the impact in the event that risks such as those above should occur, such risks
cannot be completely avoided or eliminated, and the Company’s financia performance and condition may be
affected.

Note: The outlook for performance presented in this document includes statements regarding future plans, not historical facts,
and represent the judgments of the management of the Company based on current conditions as well as certain premises
and assumptions. In fact, changes in assumptions and prevailing conditions, as well as other developments, along with a
wide range of other factors may lead to an outcome that differs substantialy from what is presented in the outlook. For
these reasons, the Company requests that all parties concerned refrain from relying exclusively on this outlook when
making investment and other decisions.

Changesin Accounting Policies

(1) Important hedge accounting methods

The Company, with the exception of certain subsidiaries, has heretofore accounted for derivative transactions by
measuring their current value on the interim consolidated closing date and accounting for that value and its impact
on profit/loss in the corresponding period under review. Effective from this consolidated interim period onward,
the Company has applied the deferral hedge method in accounting for derivative transactions. The change is
reflected in the financial statements showing hedge effects, and provides a more adequate accounting of profits
and losses during the period. As a result of this change, ordinary income increased ¥39 million compared with
calculation by the previous method.

(2) Accounting for the impairment of fixed assets

Effective from this interim period onward, the Company adopted “Opinion Concerning Establishment of
Accounting Standards for Impairment of Fixed Assets’ (issued by the Business Accounting Deliberation Council
on August 9, 2002) and the Financial Accounting Standard Implementation Guidance No. 6, “Implementation
Guidance on Accounting Standards for Impairment of Fixed Assets’ (issued by the Accounting Standards Board
of Japan on October 31, 2003). As aresult, interim net income before income taxes declined ¥1,607 million.
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