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HORIBA was established in 1953 in Kyoto, an ancient Japanese capital that
is steeped in over 1,200 years of history and that forms an integral part of
the country’s industry and culture. In accord with global requirements for
excellence, we place a strong emphasis on “quality” rather than “quantity,”
a concept that is rooted in our corporate culture and our sense of ethical
values. In the more than 50 years since our founding, we have always
focused on technological innovation to bring into being only those products that can genuinely lay claim to being of the highest quality.
HORIBA has grown over the years into a true global enterprise in the “technological heartland” of Japan.
Today, HORIBA is a global leader in advanced analytical and measurement technology. Instruments and systems made by HORIBA set high quality and performance standards across a wide range of industrial sectors,
including engine development, environmental monitoring and analysis,
diagnosis of diseases, control of semiconductor manufacturing processes
and basic R&D in various fields.

00
01
02
03
04

Net income (loss) (Million ¥)

Net income (loss) per share (¥)

Thousands of
U.S. dollars (Note)

2004

2004

2003

At Year-End:
Total assets
Property, plant and equipment, net
Shareholders’ equity

62.90

00
01
02
03
04

Net sales (Million ¥)

Millions of yen

For the Year:
Net sales
Operating costs and expenses
Operating income
Income before income taxes
Income taxes
Net income
Capital expenditures
Depreciation and amortization
Research and development expenses

–34.47
22.21

35.39
46.43

00
01
02
03
04

–1,071

786

1,100
1,443

71,030
77,873
74,468
78,501
85,073

2,074

Financial Highlights

¥

78,501
73,027
5,474
3,119
2,161
786
3,444
2,915
4,044

¥

85,073
78,223
6,850
4,780
2,574
2,074
3,501
3,037
5,129

$

796,116
732,013
64,103
44,731
24,088
19,409
32,762
28,420
47,997

¥

100,542
19,000
40,144

¥

92,657
18,841
43,348

$

867,088
176,315
405,652
U.S. dollars
(Note)

yen

Per Share Information:
Net income
Shareholders’ equity
Cash dividends

¥

22.21
1,293.30
14.50

¥

62.90
1,350.31
10.00

$
$

0.59
12.63
0.09

Note: The U.S. dollar amounts are provided solely for convenience at the rate of ¥106.86 to US$1, the rate prevailing on March 20, 2004.
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To Our Shareholders

The HORIBA Group posted historic highs in consolidated sales and profits
for the year ended March 20, 2004. All operating segments realized yearon-year increases in sales and operating income. Some positive signs
emerged in the business environment, including higher demand generated by environmental regulations and a recovery of the semiconductor
market in the second half of the year. On the whole, however, competition
intensified in the analytical and measuring equipment industry. Our excellent results represent our achievements in enhancing our business activities over the past few years, such as strengthening our product development and personnel training through global M&As and alliances.

Message from President
A detailed review of the results, trends and prospects in each of our four business segments
can be found begining on page 8 of this report. In this section, I will review our business
operations and discuss where the HORIBA Group is headed.
Our business as a manufacturer of analytical and measurement systems consists of four
operating segments: Engine Measurement Instruments & Systems; Analytical Instruments &
Systems; Medical/Diagnostic Instruments & Systems; and Semiconductor Instruments &
Systems. Each of these segments targets an essentially separate market. Commonalities in
fundamental technology and know-how, however, allow us to deliberately shift people and
resources and to tap combinations among these segments for greater segment strength
individually and overall. Our flexible strategic approach enables us to offset weak performance in any one segment with good results in another, to mitigate poor performance in
struggling areas, and to operate efficiently. We can achieve balanced growth by overcoming each segment’s weaknesses with complementary strengths among our operating segments.
I believe that the effects of this management approach are reflected in our recent results and
have led to accelerated growth in each business while maintaining management stability.
One of our greatest assets supporting our growth is human resources. ABX S.A. joined the
HORIBA Group in 1996 in order to strengthen the Medical/Diagnostic Instruments & Systems
division, and Jobin Yvon S.A., which joined in 1997, owns world-leading optical analytical
technology. Through the participation of these two French companies in the HORIBA Group,
we have accelerated our globalization. Moreover, we have been able to attract many capable workers from all over the world. Numerous specialists with global viewpoints have come
into their own in each of our development, production, service and administrative divisions.
Their collective power is a driving force behind our growth, while top management has been
strengthened to control the overall system and make swift decisions.
Our greatest strength is the possession of analytical techniques, which have been valued
the world over in a wide range of business fields. Through the measurement and analysis of
all things important in daily life, HORIBA products facilitate well-informed decisions on
many issues related to the environment, health and safety — problems with which modern
society is becoming increasingly concerned. The extremely high reliability of the data analyzed by HORIBA Engine Measurement Instruments & Systems, for example, is a critical element in the determination by national environmental testing bodies of key exhaust emission standards that can become de facto global performance benchmarks. Our products
make a direct contribution to programs intended to solve important environmental, health
and safety issues.
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Besides enhancing the competitiveness of our existing businesses, our unique analytical
techniques act as a kind of gravitational magnet, drawing in talent and enabling us to create
new networks. Like a real cosmic body, HORIBA gains mass while its gravity and surface area
are expanding with increased acceleration. In the past few years, to broaden our lineup of
technologies and products we have invested more heavily in M&As and alliances. I believe
that these investments will undoubtedly bear fruit in future businesses.

President & CEO
Atsushi Horiba

Compared with other Japanese companies, we took active steps to globalize our business
at a relatively early stage of our development. Including the parent company, the HORIBA
Group now has 38 companies (30 based outside Japan) and 3,800 employees (approximately 2,000 outside Japan) around the world. This drive to grow as an international enterprise
is rooted in our corporate culture, which emphasizes a spirit dedicated to openness and
fairness and to a determination to meet the next challenge. A company cannot hope to
grow its business if people fear punishment for failure. What is important is to learn from
failure to ensure the same mistakes are never repeated. This requires a willingness to analyze the reasons for failure, coupled with the determination to set a new goal and take up
the renewed challenge. All HORIBA Group companies are called on to adopt such an attitude constantly. In doing so, we have developed a level of morale within the group that
commits us to take up challenges without fear of failure and cultivated a mutual support
system for all HORIBA Group companies.
Our international development is also based on the thinking that globalization is really a
process of localization. We respect the culture of our local subsidiaries around the world. At
the same time, the HORIBA Group philosophy and culture has percolated through the company as we work to deepen mutual understanding of values, principles and strategic direction. After a long period of time, what in effect has happened is that our subsidiaries have
unified into the corporate entity known as the HORIBA Group, a phenomenon that has
emerged naturally.
We have now reached the stage where the time has come to focus the power of the entire
HORIBA Group on generating higher levels of growth. The new management policy that underpins this next phase of our development expresses a sense of integration: “The HORIBA Group
is One Company.” In the past, separate HORIBA Group companies compiled their own strategic
planning and operational performance projections. To accelerate the growth of the integrated
group, we plan to ignore national boundaries and divisions between HORIBA Group companies. Instead, we will divide the HORIBA Group into four virtual segments (see diagram page 5).
Effective strategic management at the segment level will improve the profitability of the whole
group; promote a more global approach to operations and management; and, in doing so,
raise the overall value of the company.
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President’s Message

Increased synergy will also translate into a more rapid expansion of the overall HORIBA
Group business as we work to share group-level information possessed by individual companies about various markets and technologies and other knowledge. This, in turn, will help to
augment the power of the HORIBA brand, which is already associated strongly with analytical and measuring equipment markets. Our brand strategy is to leverage the reputation of
the HORIBA name in the marketplace by using it to embrace all HORIBA Group companies
and products. This will help to boost our brand awareness further in the analytical and
measuring equipment markets. There are some concerns that such a brand strategy may
lead to the loss of corporate culture and affect customers. However, we are confident that
the benefits derived from leveraging technology and expertise developed by individual
HORIBA Group companies in boosting the HORIBA brand’s reputation for high product quality will far outweigh any costs.
Our company produces sophisticated equipment for professional use in a wide variety of
fields. Our products are designed to offer real gains in cost performance over the long term;
in R&D, for example, higher quality can translate into increased efficiency, which helps to
reduce total costs. We believe this is what customers in many markets are looking for and
that we cannot achieve sustained success simply by trying to supply low-priced products.
Our mission is to provide high-quality “genuine articles” to those customers that honor us
by placing their trust in the HORIBA name. It is therefore our duty to seek to create the sustainable corporate value that our customers demand. We need to build stronger relationships with customers who recognize our potential in the long run. And the brand positioning of HORIBA has to be the same in capital markets as it is in product markets: confidence
in the ownership of HORIBA. To develop our brand in financial sectors and among customers, we need to build long-term trust with shareholders and investors.
Covering the period to March 2006, our midterm management plan targets an operating
income of 10% and a return on equity of 8% on consolidated net sales of ¥100 billion. As we
focus all our efforts on achieving these goals, I ask shareholders and investors for their continued support and understanding. I hope this message has helped convey to you something of the original, rich corporate culture of HORIBA.

Atsushi Horiba
President & CEO
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Review of Operations: Overview

HORIBA, a manufacturer of analytical and measurement instruments,
operates in four business segments: engine measurement and testing;
analytical instruments; medical and diagnostics; and semiconductor testing and inspection. Because of the differing characteristics and demands
of each market, HORIBA not only diversifies its operational risk but also
aims to achieve efficient and stable growth through the flexible management of its business resources.
Engine Measurement
Instruments & Systems

27.7%

Analytical Instruments
& Systems

34.6%

Medical/Diagnostic
Instruments & Systems

20.3%

Semiconductor
Instruments & Systems

17.4%
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Market Characteristics & HORIBA Group Strengths
Automotive manufacturing industry R&D functions use HORIBA products widely to test the exhaust gas performance
of vehicles. This is not only to check that models conform to regulatory limits, but also to improve fuel consumption
and to develop better cars and engines that meet with higher consumer requirements. In this role, HORIBA products
are almost indispensable to many of the world’s automobile manufacturers.
HORIBA has developed its leadership of the exhaust gas analysis business over more than 30 years. This field
requires advanced technical and analytical expertise, and HORIBA’s dominance has made its systems the de facto
standard for the world’s various national environmental regulatory bodies. HORIBA has followed recent analysis and
measurement needs in the automotive industry by establishing a presence in fuel cell testing.
Exhaust gas analysis also is becoming a major issue in other types of engines, notably those used in ships, aircraft, construction equipment and generators. HORIBA plans to apply the expertise it has developed in the automotive field to these emerging business areas.

Market Characteristics & HORIBA Group Strengths
HORIBA manufactures over 500 different types of instruments in this segment, many of which supply niche
markets. The technical excellence of the range makes many product lines leaders within their respective categories, although HORIBA faces fierce competition in several product markets, particularly in Japan.
In scientific instruments, HORIBA supplemented its traditional lineup with the 1997 acquisition of Jobin
Yvon, a French manufacturer with world-renowned technology in such specialist fields as crystalline polymorphism for pharmaceutical applications and the structural molecular analysis of carbon nanotubes and other
substances. This technical superiority is a valuable asset given the growth potential of the global market for
nano-technology analysis.
Demand is also rising steadily for analytical equipment with environmental applications amid increased
public interest in environmental, health and safety issues. HORIBA is particularly targeting emerging countries
and regions with high projected economic growth, such as China, Southeast Asia, Russia, and South America.

Market Characteristics & HORIBA Group Strengths
The global market for blood testing amounts to over ¥2 trillion in annual terms. Dividing it into the testing equipment and
reagents segments, manufacturers can develop a business model in which the sale of consumable reagents provides a stable
income source following the initial sale of hardware.
The acquisition of French manufacturer ABX in 1996 took HORIBA into the medical and diagnostic equipment market, in
particular by expanding the company’s share in small size hematology analyzers for hospitals and medical practitioners.
Profitability has increased sharply in recent years as the installed base of testing equipment has generated strong growth in the
sales of reagents. The fusion of the marketing prowess of ABX with the technical and production expertise of HORIBA has resulted in products that accurately serve market needs. HORIBA continues to focus on raising performance and quality.
HORIBA plans to expand operations in this segment by targeting the sizable market for the large size hematology analyzers
used in major hospitals and medical institutions. Another area where HORIBA plans to expand its presence through new product
introductions is that of clinical chemistry analyzers, particularly for key blood components ,such as cholesterol and blood sugar.

Market Characteristics & HORIBA Group Strengths
The semiconductor instruments business is heavily dependent on trends in capital investment by semiconductor manufacturers. Otherwise known as the Silicon cycle, this causes results to vary substantially
from year to year. Mass flow controllers, which control gas flows inside semiconductor production systems, account for 70% of the sales in this segment. HORIBA is working to strengthen its product lineup
to supply developing and marketing total solutions for the control and analysis of all peripheral process
chambers. With increased large-sized integration in wafer production, demands for lower costs and
boosted yields through more cost-effective manufacturing methods are rising. The HORIBA Group
(including Japanese subsidiary HORIBA STEC and French subsidiary Jobin Yvon) is launching new products to improve the efficiency of quality-control analysis and other production processes, such as quality
checks. In doing so, HORIBA plans to become a leader in the market for semiconductor analytical instruments and systems.

Major products:

motor exhaust gas analyzers, chassis dynamometers, automatic
driver systems, onboard emissions measurement systems, portable
emissions analyzers, fuel cell testing units
Leading market shares: motor exhaust gas analyzers (approx. 80% of world market)
Major customers:
automobile manufacturers, motorcycle manufacturers, automotive
component manufacturers, multi-purpose government agencies,
oil companies, automotive maintenance and repair centers
Product applications: development of new car models and engines, finished vehicle testing, used vehicle inspections

Risk factors
Exchange rate movements
can affect profitability
because most of the products are manufactured in
Japan. A strong yen tends
to reduce sales and profits.

Major products:

scientific analysis instruments (pH meters, X-ray elemental analyzers,
particle-size distribution analyzers, diffraction gratings, Raman spectrophotometers), environmental measuring instruments (air pollution
analyzers, stack gas analyzers, water quality monitoring systems)
Leading market shares: diffraction gratings (approx. 35% of world market)
Major customers:
manufacturers, national research institutions, universities, government agencies, electric power companies
Product applications: R&D, product quality testing, measurement of wastewater and
emissions, environmental pollution monitoring, pharmaceutical
research, criminal forensics

Risk factors
Profitability has come
under sustained pressure
in Japan from price erosion due to intensified
competition within a
deflationary economic
environment.

Major products:

equipment for blood sample analysis (hematology analyzers, equipment for measuring immunological responses, biochemical analyzers, blood sugar measurement systems)
Leading market shares: hematology analyzers (approx. 8% of world market)
Major customers:
medical testing centers, small and medium-sized hospitals, medical practitioners
Product applications: health and diagnostics testing, disease diagnosis

Risk factors
Profitability is susceptible
to changes in national
health insurance systems,
which differ between
countries.

Major products

Risk factors
The semiconductor business remains highly cyclical, and profitability can
vary substantially depending on the ups and downs
of the Silicon Cycle.

mass flow controllers, chemical concentration monitors, semiconductor impurity testing equipment, thin-film analyzers for semiconductor and LCD inspection
Leading market shares: mass flow controllers (approx. 30% of world market)
Major customers:
manufacturers of semiconductor production equipment, chemical
devices and cleaning equipment
Product applications: control of gas flows and monitoring of cleaning fluid concentrations in semiconductor manufacturing processes, semiconductor
and LCD quality control inspections

Note: Market shares quoted are estimates by HORIBA
HORIBA Annual Report 2004
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Review of Operations: Engine Measurement Instruments & Systems

Sales and operating profit reached record highs because of the global
trend toward lower legislative limits on exhaust emissions and active
investment in the development of new-generation engines by automobile manufacturers around the world. The research and development of
clean diesel engines in particular by the automobile industry in Japan
and the EU has contributed to higher sales of completely integrated
emission measurement systems.

Results for Year Ended March 2004

27.7%
(Million ¥)

2004
2003
2002
2001

23,582
21,131
20,349
17,983

Segment sales rose 11.6% over the
previous year to ¥23,582 million
and operating income increased
10.7% to ¥3,486 million.

Business Outlook

Although the growth in investments for engine R&D in Japan
may stay at its current scale, investments are expected to expand on a
global scale because continuous
and increasing demand for engine
calibration and clean diesel
engines. HORIBA also expects
growth in demand from markets in
Europe and Asia, most notably
from China.
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Interview to segment business
task force
What factors have contributed to the positive performance in recent years?
The principal reason is that the automobile industry,
our major customer, has been actively investing in
engine development. Facing increasingly strict environmental regulations on fuel economy and exhaust
emissions, car manufacturers are working to calibrate
their engines to satisfy different regional regulatory
requirements and consumer preferences. The new
engines are capable of handling a variety of calibrations because of their electronic control and considerable number of control parameters. At the same
time, automobile manufacturers are also enthusiastic
about shortening the time required to develop new
engines. These factors helped to boost demand for
HORIBA engine measurement systems, which have
become the global standard in engine development.
What effects did shifting to direct sales
channels have?
We started direct sales in the Japanese market in
April 2002 to strengthen our operations and to provide quick and direct services to the market. We visit
and talk to customers directly, rather than use intermediary companies or agents. In overseas markets,
we have already introduced such a system. Besides
boosting efficiency by adopting a direct sales route,
this move aims to realize closer customer relations

so we can precisely assess user requirements and
ensure these needs are reflected in our product
development processes. The deeper ties we have
achieved with customers due to this new approach
have also generated other benefits, such as a strong
presence in the market for fuel cell-related systems
development.
Will there be any negative impact on
HORIBA’s business with the entry of fuel
cell vehicles onto the market?
On the contrary, we expect fuel cells to present us
with a major new business opportunity. The fact is
that fuel cells are just another form of power in vehicles in contrast to combustion power. Developers still
need a variety of gas analyzers and sample handling
systems to help improve the quality and performance
of fuel cells. While HORIBA has now developed and
launched a number of different fuel cell analyzers,
there is still the possibility of expansion in the fuel
cell market for small commercial and household uses
in the future. In addition, it is a great advantage for
us to be able to directly conduct development activities for automobile fuel cells, an area in which technology has progressed considerably.
What is the status of HORIBA’s business
development in China?
The size of the Chinese automobile industry has
already matched that of the Japanese. Our business
in China has expanded rapidly in recent years, and
over the medium term we expect it to reach a scale
equivalent to our operations in North America.
However, the Chinese market requires more information on exhaust gas-related issues. We are therefore
promoting activities to provide such information
and practical know-how in exhaust gas measurement to state organizations and local automobile
manufacturers in China. Our aim is to establish the
HORIBA brand in China to complement established
awareness in Japan, the United States and Europe.
We believe this will contribute to the development

On-Board Emissions Measurement System

Motor Exhaust Gas Analyzer

of the automobile industry and environmental protection in China.

SULEV/ULEV Measurement Systems

Are you considering business expansion
through acquisitions and alliances?
As a result of our high level of technical expertise in
the engine measurement field, we regularly receive
offers from companies around the world for strategic
alliances and technology exchange arrangements.
These offers reflect our position as the global leader
in exhaust gas measurement systems and provide us
with the opportunity to obtain information regarding cutting-edge technologies. We believe that such
alliances with external sources will reinforce our
leading position in coming years.

Automatic Driving System

Exhaust Gas Analyzer

ADS-7000

MEXA-7200SLE

Automatically drives test
vehicles in place of humans

CVS-7200SLE
Defacto standard system for SULEV testing
Can measure N2O, CH4 and other gases that
cause global warming

Guides a driver through
exhaust gas tests by
displaying the necessary
information on a monitor

DAR
Dilution-Air

Driver’s Aid

How do you see the long-term prospects
for the business?
Looking forward, global emission regulations are likely to become increasingly stringent. Competition to
develop good engines with environmentally friendly
performance will intensify. We believe that automobile manufacturers will continue to focus on diesel
engine development in the future. Diesel engines will
not only deliver high power with good fuel efficiency
but they may also be ultra low emission engines;
exhaust emissions from diesel engines will be cleaner
than that from gasoline engines because of sophisticated treatment systems that incorporate control
algorithms. Another industry trend is the increased
outsourcing of engine R&D, including emission measurement and testing. Some large-scale projects will
probably demand an entire facility rather than just
one or two instruments. Therefore, the importance of
our total engine measurement systems business will
increase in the future. Our job is to refine and develop our technology and related expertise so that we
can meet our customers’ expectations. Our goal is to
build on the base of exhaust gas analysis to develop
total system solutions for vehicle “powertrains” to
make our technology an invaluable element of our
customers’ R&D programs.

Vehicle Emission Constant
Volume Sampler

ADS-7000

CRSD-7000

Atmospheric Bypass
SAO

Fan
Engine

Multiple CFV

Blower

Catalyst
Inside CVS Unit

48-inch Chassis
Dynamometer

Exhaust Gas
Analyzer
MEXA-7500EGR
Enables simultaneous, continuous
measurement pre and post catalyst

Series of Dynamometer
Controllers

Bag
Mini Diluter
BMD-1000

ECDM-48 series
Automatically controls dynamo
in line with measurement
Compatible with 4WD and 2WD
vehicles

New analyzer for SULEV
analysis

Vehicle Emission Test System
VETS series
Realizes automation and higher accuracy of exhaust gas analyzers
through the integration of various types of analyzers,
dynamometer, driver’s aid and automatic driving system

The above diagrams exhaust gas measurement systems for super ultra low emission vehicles
(SULEV) and ultra low emission vehicles (ULEV).
HORIBA is the only manufacturer in the world supplying total solutions combining exhaust
gas measurement and supporting R&D functions in automobile industry to reduce burdens
on the environment generated by automobiles.
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Review of Operations: Analytical Instruments & Systems

Tighter water-quality regulations generated higher demand in Japan for
wastewater monitoring equipment. In the Chinese market, sales showed
higher growth, as major investments were made in scientific instrumentation.
In total, the segment posted higher operating income compared with the
previous fiscal year despite fierce competition worldwide. This was largely the
result of cost reductions effected through production rationalization measures and joint purchasing initiatives by HORIBA Group companies.

Results for Year Ended March 2004

34.6%
2004
2003
2002
2001

(Million ¥)
29,426
27,037
25,249
22,893

Segment sales increased 8.8%
from the previous year to ¥29,426
million, and operating income
jumped 33.0% to ¥1,021 million.

Business Outlook
Demand due to Japanese waterquality regulations has peaked.
However, new regulations like WEEE
(Waste Electric and Electronic
Equipment) and RoHS (Restriction of
the Use of Hazardous Substances in
Electrical and Electronic
Equipment), pioneered by the
European Union, have created
increased demand for our X-Ray elemental analyzers. Also, the development of our micro-analysis equipment, in particular Raman spectrometers, will continue to increase
worldwide because of high demand
from the semiconductor and pharmaceutical industries.
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Interview to segment business
task force
What have been the mutual benefits
since Jobin Yvon joined the HORIBA
Group in 1997?
There is a great complementary effect
between the Jobin Yvon product line and
the HORIBA product line. Developing the
business together allows us to feed existing sales channels with more products
and to address more comprehensively the
needs of our customers. Rather than
being a “specialist supplier” of equipment
in individual sectors, we have been able to
evolve into a “solutions provider.”
Has the marriage between HORIBA and
Jobin Yvon gone well?
Change induces a natural human anxiety
about future uncertainty, and this tends to
result in resistance. As management, we
have worked to overcome this feeling by
clearly explaining the future mission and
roles and by indicating solutions to overcome perceived difficulties. Thanks to this
evolution of our operational model, there
are many opportunities for the HORIBA
Group companies and for individual
employees to strengthen their expertise

and to grow professionally. Over the past
few years, HORIBA Group management has
worked to overcome the barriers of national and corporate cultures to focus on, and
learn from, shared business experiences and
expertise. We have integrated the entire
power of the HORIBA Group as a single
management body, and we are working to
win the top position in the market.
What factors are critical in surviving the
competition to supply instruments for
the scientific field?
Innovation is the key to survival in the scientific instruments business. The pace of evolution in the scientific instruments industry
is faster than in many other industries.
Therefore, manufacturers must supply a
continuous stream of innovative products
to the market by combining top-class market research and R&D. Since people are the
key to an innovative culture, we strive to
provide training and development opportunities to ensure that our employees are constantly learning and growing.
Do you have plans to use M&A to supplement organic growth?
Our global management priority for the
HORIBA Group is to make it operate as a
single, unified company. This “One
Company” initiative reflects the fact that
our success is directly linked to dynamic
organic growth generated through innovative products and services. At the same
time, we also need to look to external
sources of growth. The HORIBA Group will
continue to apply a dynamic spirit of
enterprise to identify partner firms with
compatible corporate philosophies and
cultures with a view to pushing ahead
with mergers, acquisitions and alliances.

Raman Spectroscopic Analyzer

What is the strategy of the HORIBA Group
for generating sales growth?
The bio-science market has recently
expanded very quickly, with many companies trying to enter the field with relatively
similar products. One of the attractions of
the scientific instrument business for HORIBA is that serving many industrial sectors
tends to produce an overall balance that
makes us relatively immune to economic
cycles. Our strategy is to target diverse
global market niches with highly differentiated products, establishing HORIBA as a
world leader in these segments.

X-ray Fluorescence Testing Equipment

Nano-Technology Analysis

Within the Analytical Instruments &
Systems segment, environmental analyzers
have become another major source of earnings. Our product lineup features equipment for analyzing air, water and soil quality, among other environmental parameters.
Although this is a highly competitive area,
we aim to increase our market share and
raise profits by developing well-differentiated products while keeping costs down.
Moreover, China offers a particular opportunity in this field owing to increasing environmental concerns in the country. We
have received an order from the authorities
of Chongqing, designated as a model environmental city, for all the plant emission
analyzers to be installed in a thermal power
plant. This project promises to help us further develop our business in China.
This year’s annual report focused on the
topics of laboratory equipment business,
though HORIBA Analytical Instruments &
Systems segment actually consists of laboratory equipment business and environmental measurement.

*

HORIBA’s cutting-edge analysis instruments are essential for R&D in nano-technology fields,
such as the conformation analysis of a carbon nano-tube (Image Illustration as mentioned
above), and HORIBA will continue to try to develop the advanced analytical and measurement
technology.
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Review of Operations: Medical/Diagnostic Instruments & Systems

Sales and operating income increased during the year because of
increased demand for diagnostic reagents, especially in Europe and
Japan and good progress in the sale of mid- and small-sized hematology
analyzers.

Results for Year Ended March 2004

20.3%
(Million ¥)

2004
2003
2002
2001

17,301
15,942
14,521
12,422

Sales increased 8.5% year-on-year
to ¥17,301 million, and operating
income rose 8.4% to ¥1,508 million.

Business Outlook
Segment profitability is expected to dip temporarily because of foreseeable expenses.
These include a sizable investment in sales
activities associated with the introduction of
a new model of large-scale hematology analyzers and of a biochemical analyzer newly
developed by the company, which will take
place at the start of the 2004 business year
(the year ending March 2005); and increased
investment for the introduction of a new line
of products covering the entire diagnostics
market, including immunology, clinical chemistry, hematology and coagulation, with targeted delivery dates 3 to 5 years in the future.
However, provided the sales of these new
products meet targets, profitability is projected to resume an upward trend in the 2005
business year because of expanded sales
activities and the increased sales of reagents.
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Interview to segment business
task force
What reasons can you give for the drastically improved results in recent years?
After ABX joined the HORIBA Group in 1996, there
was an initial period of poor results that reflected
investments to create our sales network and to
acquire other companies’ products and customers, with the ultimate objective of gaining
market share. However, sales have increased and
profitability has risen year after year as a result of
a succession of unique and innovative product
launches in our target markets, namely hospitals
and clinical diagnostics centers.
The main reason for the improved performance is the substantial increase in sales of diagnostic reagents, which are a mainstay of profitability. This has occurred as we have increased
the number of machines installed in medium to
large sized hospitals and clinical diagnostics centers, where the majority of samples are
processed, in addition to traditional locations
where HORIBA/ABX has gained a market share,
namely clinics, laboratories in small hospitals and
small clinical diagnostics centers.
How would you characterize the relationship between HORIBA and ABX?
Hematology analyzers are our mainstay products
in this business segment. They not only count red

and white blood cells and platelets but also they
can identify and measure the different types of
white blood cells that play a vital role in keeping
the immune system healthy. Moreover, they can
identify and measure any increase or decrease in
abnormal blood cells that appear in specific diseases. ABX has a depth of technical knowledge in
the field of hematology analyzers that underpins
its sophisticated marketing skills and product
planning abilities and its analytical expertise in
bringing new products to the market. For its
part, HORIBA has over the years developed highlevel quality-control expertise that has helped
strengthen both production management and
quality control at ABX. Also, HORIBA has augmented the HORIBA/ABX lineup of small-scale
diagnostic devices; notably by designing and
developing a hematology analyzer that incorporates parameters for diagnosing inflammation.
This product is targeted at clinics and surgeries
where, as a feature of the medical system in
Japan, most primary patient care is carried out.
Leading-edge technologies from ABX, HORIBA and Jobin Yvon have been combined to create new biochemical analyzers that are more
compact and highly accurate. By incorporating
HORIBA’s wide range of world-class analysis-element technologies, we can continue to develop
and supply unique and innovative products even
in the diagnostic analyzer market, which is a
mature market in advanced countries. HORIBA
and ABX have created a partnership that makes
the most of their respective advantages, and we
believe that we can expect even greater synergy
as “One Company” in the future.
How can HORIBA compete with volume
manufacturers?
It is true that HORIBA faces a number of larger
competitors with greater financial resources who
are developing their businesses on a large scale.
But, in their pursuit of scale and efficiency, many

Automatic Hematology Analyzer

of these companies have focused on products
that cater to the lowest common denominator, which means that some customers are left
with their requirements unfulfilled. We compete by opening up markets for new products
with added functions for servicing such
requirements. For instance, products that aim
to simplify pre-testing procedures and hybridfunction products that can perform tests in a
variety of different fields using a single unit. In
our core area, namely hematology analyzers,
we have already been recognized as being
amongst the top in the world in terms of accuracy and cell classification, especially for white
blood cells. Classifying blood cells into a larger
number of categories, including abnormal
cells, will differentiate us from volume equipment manufacturers by enabling the diagnosis of specific diseases and the development of
equipment that can verify the efficacy of a
course of treatment.
How will the business develop and what are
the mid- to long-term business and targets?
The mid- to long-term vision of our division,
the Medical/Diagnostic Instruments & Systems
Division is to become “An Expert in
Hematology”, “A Specialist in IVD Solutions”
and “A customer-needs driven company.”
With regard to major business developments,
in the 2004 business year we plan to launch a
new model of large-scale analyzer targeting
the hematology market, which is our core area
of operations. By introducing a number of different types of these machines within a fiveyear period, we plan to penetrate the markets
for major hospitals and clinical diagnostics
centers. At the same time, we will launch a
range of small- and medium-sized products, at
a quality level equivalent to the larger versions, designed for small- and medium-sized
hospitals and clinical diagnostics centers and

for the clinics that are currently our major customers. This move will consolidate our position as “An Expert in Hematology”.
In the 2004 business year, we will also
release new products in the field of biochemical analysis. We have developed these products to measure variables such as the amount
of a drug remaining in the body after it has
been administered to treat a medical condition or to measure organically-derived chemicals, such as cholesterol and glucose, contained in blood and urine samples for the purpose of kidney- and liver-function analysis. In
addition, in a few years time we plan to introduce a device that will allow higher throughput of samples or that can analyze a high
number of parameters beyond the field of

Automatic CRP Counter

clinical chemistry. These products are expected to help increase our proportion of sales in
the large-scale markets of biochemical analysis
and immunological analysis, where there is
considerable consumption of highly profitable
reagents.
In terms of specific targets, in the 2008
business year (the year ending March 2009)
we aim to double our level of sales over 2003,
to over ¥35 billion, by raising the proportion
of our sales of biochemical analysis products
from approximately 15% to 25%. We also aim
to secure an operating profit margin of 15% by
raising the proportion of sales accounted for
by diagnostic reagents from the current level
of 45% to 60%.

The measurement of blood solid component such as red and white blood cells and platelets is
certainly useful for physical condition check and initial diagnosis of diseases.
HORIBA’s hematology analyzers help to ensure a prompt diagnosis in hospital and general
practitioner offices all over the world.
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Review of Operations: Semiconductor Instruments & Systems

The semiconductor market recovered rapidly in late 2003. Growth in
demand for mass flow controllers, our main product, and for the chemical concentration monitors used in semiconductor manufacturing cleaning processes caused to operating income to increase compared with the
previous year.

Results for Year Ended March 2004

17.4%
(Million ¥)

2004

14,764

2003

14,391

2002

14,350

2001

24,574

Segment sales increased 2.6%
relative to the previous year to
¥14,764 million, while operating
income increased 404.8% to ¥835
million.

Business Outlook
Trends in the semiconductor market
have a significant impact on our
sales. So the key to our business
growth is how long this market
upturn continues.
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Interview to segment business
task force
How do you see the latest business trends?
The semiconductor market started to recover in late 2003, and this led to higher sales
of our measurement and control devices.
We expect the market to remain at a high
level at least throughout 2004. One of the
important tasks for our business segment is
to shorten delivery lead times.
What are the main issues in the semiconductor business?
The major issue in this business, as many
firms will acknowledge, is the effect of the
Silicon Cycle. It is important to keep profit
and loss in balance. That is to say, we should
seek high profitability in active markets and
avoid making a loss in slow markets. We are
trying to keep our product strategy one step
ahead of what our customers want while
transferring our personnel and resources by
responding to the business conditions as
flexibly as possible.
What is your product strategy?
Leveraging the expertise and customer
channels we developed with mass flow controllers, our main product line, our aim is to
strengthen the HORIBA Group presence in

measurement and control equipment for
the peripheral areas of semiconductor production, particularly thin-film processes (see
diagram page 15). As part of this strategy,
we formed important alliances with two
U.S. companies in 2003. HORIBA receives
offers for tie-ups from many venture firms
because of its numerous links with global
manufacturers of semiconductor production equipment and devices. We will adopt
an active stance toward such tie-ups in the
future.
What synergies are there between HORIBA
Group companies in this segment?
This segment is one in which companies
specialize in highly specific technical areas,
so the key to success for HORIBA in the
Semiconductor Instruments & Systems segment is to launch products that match customer needs in a timely manner and based
on existing expertise. Currently, our R&D
teams in Japan and France are working on
the development of ultra-thin film analyzers, which measure film thickness at the
nano level. Control of such processes will
have a substantial effect on semiconductor
production yields.
How will you realize cost reductions?
As we shift our range of mass flow controllers from analog types to multifunctional digital models, we will use the opportunity to reduce the number of models significantly. This change will also enable massproduction economies of scale. We will further cut costs by reinforcing production at
our Shanghai factory and by promoting
global sourcing and joint purchasing systems among HORIBA Group companies.

Ultra Thin Film Analyzer

Mass Flow Controllers

the semiconductor industry is currently
active, the market is showing signs of
slowing down. At the same time, the
technical performance level demanded
by customers is becoming higher and
higher. Since HORIBA possesses highly
advanced measurement and control technologies, we expect the opportunities in
this business to increase for us. In addition, our mission is to apply the cuttingedge technologies and know-how
acquired in the semiconductor business
to other fields.

ciently compare with other advanced
device manufacturers. The challenge is to
eliminate barriers between different
HORIBA Group companies to sharing
information and strategies so that we can
cut the time needed in management and
decision making.

What are the necessary conditions for
surviving in this business?
Survival requires speed, technical
prowess and cost competitiveness. Of
these, the most important thing is speed,
but this has a number of aspects. Not
only must you ensure short delivery lead
times, you also need to develop “operational speed,” which is one of the criteria
we specify for HORIBA to become an
“ultra-quick supplier.” This principle
applies to all aspects of operations. Our
current operational speed does not suffi-

How do you see long-term prospects?
The semiconductor industry has met with
large business fluctuations in the past,
with manufacturers suffering great losses
as the market suddenly slowed. Although

Maximizing HORIBA Group synergies in the semiconductor field
Measurement Solutions in Semiconductor Dry Process
Liquid, Solid and Gas Density Monitor

Thin Film Control

Real Time Interferometric
Process Monitor

In-situ Spectroscopic
Ellipsometry for Application

Gas Mixture

Semiconductor Process Equipment
Process Gas Control

Pressure
Control

Pollutant Monitoring
in Clean Room

Mass Flow
Controller

Optical Emission Spectrometer
Compact
Vaporized Liquid
Source Control System Baking System

Particle composition
Analysis in Clean Room

He Gas

Transform to Liquid,
Solid or Gas

Residual
Gas Analyzer

Vaporized Liquid Source
Control System

Backside Wafer Cooling System

Process Chamber Monitoring

Absolute
Pressure Sensor

Backside Wafer Cooling System
Exhaust Controller

Turbomolecular Pump

Rotary Pump

Optimize CVD Process and Dry Etching Process

Clean Room

Abatement System

Abatement Performance Check (incl. PFC)

This diagram shows HORIBA’s control and analytical instruments of semiconductor process chamber into the form of a diagram. Semiconductor
manufacturers require the higher quality control level in Semiconductor manufacturing process because of increasing development of microfabrication and growth in size of wafer. HORIBA is corresponding to these requirements by technological breakthroughs from the entire HORIBA Group.
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HORIBA’s vision and efforts aimed at global environmental preservation

For countless eons, life on earth has evolved based on a natural
cycle of energy and resources. Today, however, the natural environment is under attack as a result of excessive consumption,
which is over and beyond the earth’s innate replenishing capabilities. Upon thorough examination, the cause of environmental
problems becomes clear – unnecessary expenditure of energy
and natural resources. To save the environment, we must therefore avoid wasting energy and make better use of resources.
HORIBA’s analyzers are used widely in such R&D fields as energy
and new materials. Based on the data provided by our analyzers,
we develop energy- and resource-saving products to help solve
various environmental problems.
HORIBA also develops analysis and measurement devices to
counter global environmental problems directly. We remain a
leading company in this domain by illustrating the condition of
the earth with concrete data. In essence, we garner a deep
understanding of the global environment through precise measurements, rather than fall prey to ambiguity and sentimentality.
From a corporate point of view, developing superior analysis and
measurement devices is the best way we can contribute to saving
the environment.
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Board of Directors

Major Consolidated Subsidiaries

Masao Horiba, Ph.D.
Chairman

HORIBA STEC Co., Ltd.
11-5, Kamitoba Hokotatemachi, Minamiku,
Kyoto 601-8116, Japan
Phone: 81-75-693-2300 Fax: 81-75-693-2350

Atsushi Horiba
President and CEO
Kozo Ishida, Dr. Eng.
Executive Vice President;
Manager, R&D Center
Kimiyoshi Yamaoka
Managing Director
Masami Maeda
Director
Executive Vice President, HORIBA STEC Co., Ltd.
Shijuro Ogata
Director
Hiroshi Tajima
Auditor
Kozo Yamamoto, LL.D.
Auditor;
President of Law Office of Heian, Attorney at Law
Kanji Ishizumi
Auditor;
President of Law Office of Chiyoda Kokusai, Attorney at Law
Corporate Data
Head Office
2, Miyanohigashicho, Kisshoin,
Minamiku, Kyoto 601-8510, Japan
Founded
October 17,1945
Incorporated
January 26, 1953
Paid-in Capital
¥7,160 million
Number of Employees
3,808 (consolidated)
Fiscal Closing Date
March 20, annually
Stock Listings
Tokyo Stock Exchange (1st Section)
Osaka Securities Exchange (1st Section)

HORIBA ITEC Co., Ltd.
1-7-8 Higashikanda, Chiyodaku, Tokyo 101-0031, Japan
Phone: 81-3-3866-0984 Fax: 81-3-3866-0908
HORIBA Advanced Techno Co., Ltd.
18, Maekawaracho, Kisshoin, Minamiku,
Kyoto 601-8304, Japan
Phone: 81-75-321-7184 Fax: 81-75-321-7291
HORIBA Biotechnology Co., Ltd.
48, Kurumamichi-cho, Kisshoin, Minamiku,
Kyoto 601-8315, Japan
Phone: 81-75-692-1786 Fax: 81-75-692-1790
HORIBA TECHNO SERVICE CO., LTD.
2 Miyanohigashicho, Kisshoin, Minamiku,
Kyoto 601-8305, Japan
Phone: 81-75-313-8125 Fax: 81-75-321-5647
HORIBA INSTRUMENTS INCORPORATED
17671 Armstrong Avenue, Irvine CA 92614, U.S.A.
Phone: 1-949-250-4811 Fax: 1-949-250-0924
HORIBA EUROPE GmbH
Hans-Mess-Str. 6, D-61440 Oberursel/Ts., Germany
Phone: 49-6172-1396-0 Fax: 49-6172-137385
HORIBA INSTRUMENTS LIMITED
Kyoto Close Summerhouse Road, Moulton Park,
Northampton NN3 6FL, England
Phone : 44-1604-542500 Fax: 44-1604-542699
HORIBA KOREA LTD.
Pucheon Facility
202-501 Pucheon Techno Park, 192 Yakdae-Dong,
Wonmi-ku, Pucheon, Kyunggido, Korea
Phone: 82-32-621-0100 Fax: 82-32-621-0105
HORIBA INSTRUMENTS (SINGAPORE) PTE. LTD.
10 Ubi Crescent #05-11/12 UBI, TECHPARK,
Singapore 408564
Phone: 65-745-8300 Fax: 65-745-8155
HORIBA INSTRUMENTS (SHANGHAI) CO., LTD.
Room 1103, United Plaza,
1468 Nanjing Rd. West, Shanghai, 200040, CHINA
Phone: 86-21-3222-1818 Fax: 86-21-6289-5553
ABX S.A.
Parc Euromedécine rue du Caducée, 34184 Montpellier
Cedex 4, France
Phone: 33-4-67-14-15-16 Fax: 33-4-67-14-15-17
JOBIN YVON S.A.S
16-18 rue du Canal, 91165 Longjumeau Cedex, France
Phone: 33-1-64-54-13-00 Fax: 33-1-69-09-93-19
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