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Listed company: Hitachi Construction Machinery Co., Ltd. (HCM) 
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Scheduled date for submission of Securities Report:  June 24, 2008 
U.S. Accounting Standards are not applied. 
 
1. Consolidated results for the year ended March 2008 (April 1, 2007 to March 31, 2008) 
(1) Consolidated results (Rounded off to the nearest million) 
 Net sales Operating income Ordinary income Net income 
 Millions of yen % Millions of yen % Millions of yen % Millions of yen %
March 31, 2008 940,537 24.3 108,458 38.4 100,564 43.6 55,985 53.4
March 31, 2007 756,453 20.8 78,352 37.0 70,010 52.9 36,502 50.7

 

 Net income per share Net income per share 
(Diluted) Return on equity Ordinary income  

to total assets 
Operating income  

to net sales 

 Yen  Yen    %    %    %
March 31, 2008 271.00 270.23 22.3 13.5 11.5
March 31, 2007 187.43 186.81 20.9 11.6 10.4
Notes: 
1) Equity method investment profit 
 March 2008: ¥3,337 million March 2007: ¥400 million 
2) Percentages indicated for net sales, operating income, ordinary income and net income are increases compared with the 

period of the previous fiscal year. 
 
(2) Consolidated financial position   

 Total assets Net assets Equity ratio Net assets per share 

 Millions of yen Millions of yen       % Yen 
March 31, 2008 833,096 346,618 37.1 1,446.55 
March 31, 2007 655,326 222,409 29.4 987.56 

Note: 
Total equity at fiscal year-end 

March 2007: ¥309,359 million March 2006: ¥192,393 million 
 
(3) Consolidated cash flows              
 Net cash provided by 

(used in) operating activities 
Net cash used in investing 

activities 
Net cash provided by 

financial activities 
Cash and cash equivalents 

at end of year 
 Millions of yen Millions of yen Millions of yen Millions of yen 
March 31, 2008   (9,564) (51,311) 91,692 68,726 
March 31, 2007 24,101 (25,834) 517 41,074 

 
 
2. Dividends status 

Cash dividends per share  

Interim Year-end Total cash dividends per 
share for the fiscal year

Total cash 
dividends for the 

fiscal year 

Payout ratio 
(consolidated) 

Dividend on equity 
ratio (consolidated)

 Yen Yen Yen Millions of yen    %   % 
March 31, 2007 14.00 14.00 28.00 5,452 14.9 3.1 
March 31, 2008 20.00 22.00 42.00 8,986 15.5 3.5 

March 31, 2009 
(Projection) 

22.00 22.00 44.00  16.2  
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3. Projected consolidated results for the fiscal year ending March 2009 (April 1, 2008 to March 31, 2009) 

 Net sales Operating income Ordinary income 
 Millions of yen % Millions of yen % Millions of yen   %

September 30, 2008 (Interim) 490,000 17.8 46,600 (8.6) 44,000 (5.7)
March 31, 2009 1,020,000 8.4 109,000 0.5 101,000 0.4

 
 Net income Net income per share 
 Millions of yen % Yen

September 30, 2008 (Interim) 25,700 10.1 120.17 
March 31, 2009 58,000 3.6 271.21 

Note: 
Percentages indicated for the entire year show changes from the previous fiscal year, and percentages indicated for the interim 
period show changes from the previous interim period. 

 
4. Others  
(1) Significant changes involving subsidiaries during the fiscal year (changes involving specific subsidiaries 

accompanying changes in the scope of consolidation): none 
 

(2) Changes in accounting principles and procedures in the preparation of the Consolidated Financial Statements 
and changes in presentation methods (changes in principal items that serve as the basis for preparing the 
Consolidated Financial Statements) 

[1] Changes accompanying revision of accounting standards    Yes 
[2] Changes other than those in [1]   Yes 

Note: 
For detailed information, please refer to Changes in Important Matters that Form the Basis for Compiling Consolidated 
Financial Statements on page 21. 

 
(3) Number of shares issued (common shares) 

[1] Number of shares issued at fiscal year-end (including treasury shares) 
 March 2008: 215,115,038    March 2007: 196,095,038 
[2] Number of treasury shares at fiscal year-end 
 March 2008: 1,254,982     March 2007: 1,278,110 

Note: 
Please refer to Per Share Information on page 26 for the number of shares used as the basis for calculating net income 
(consolidated) per share. 

 



(English translation of “KESSAN TANSHIN” originally issued in Japanese language.) 
3 

 

 
(Reference) Summary of Non-consolidated Results 
1. Non-consolidated results for the year ended March 2008 (April 1, 2007 to March 31, 2008) 
(1) Non-consolidated results (Rounded off to the nearest million) 
 Net sales Operating income Ordinary income Net income 

 Millions of yen % Millions of yen % Millions of yen % Millions of yen %
March 31, 2008 479,922 16.1 33,971 18.0 44,258 19.8 30,942 16.0
March 31, 2007 413,404 24.0 28,797 70.4 36,938 69.9 26,673 68.5

 

 Net income per share Net income per share 
(Diluted) 

 Yen  Yen
March 31, 2008 149.78 149.35
March 31, 2007 136.96 136.51
 
Note: 

Percentages indicated for net sales, operating income, ordinary income and net income are increases/(decreases) compared 
with the period of the previous fiscal year. 

 
(2) Non-consolidated financial position   

 Total assets Net assets Equity ratio Net assets per share 

 Millions of yen Millions of yen       % Yen 
March 31, 2008 482,309 267,942 55.5 1,251.36 
March 31, 2007 387,188 167,123 43.1 857.39 

Note: 
Total equity at fiscal year-end 
March 2008: ¥267,616 million March 2007: ¥167,034 million 

 
2. Projected non-consolidated results for the fiscal year ending March 2009 (April 1, 2008 to March 31, 2009) 

 Net sales Operating income Ordinary income 
 Millions of yen % Millions of yen % Millions of yen %

September 30, 2008 (Interim) 262,900 14.5 6,300 (70.0) 10,300 (54.4)
March 31, 2009 563,200 17.4 19,800 (41.7) 32,800 (25.9)

 
 Net income Net income per share 
 Millions of yen % Yen

September 30, 2008 (Interim) 8,000 (44.3) 37.41 
March 31, 2009 25,500 (17.6) 119.24 

Note: 
Percentages indicated for the entire year show changes from the previous fiscal year and percentages indicated 
for the interim term show changes from the previous interim period. 

 
 
 
 
 
 
 
 
 

Note: Explanation on the appropriate use of results forecasts and other important items 
 
Any forward-looking statements in the report, including results forecasts, are based on certain assumptions that were deemed rational as well 
as information currently available to the Company at this time. However, various factors could cause actual results to differ materially. Please
refer to Management Results on pages 4 to 11 for conditions serving as assumptions for results forecasts. 
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Qualitative Information and Financial Statements 

1. Business Performance 
(1) Analysis of Management Results 

[1] Business Performance for the Fiscal Year Ended March 31, 2008 
During the consolidated fiscal period under review (April 1, 2007 to March 31, 2008), in the 
first half of the fiscal year the Japanese economy sustained a mild recovery, underpinned by 
an ongoing improvement in corporate earnings and a rise in capital investment. However, 
confusion in the international economy at mid-term owing to the sub-prime loan issue in the 
United States and the soaring costs of raw materials, chiefly crude oil and steel, led to a 
strong sense of uncertainty with regard to future prospects. Overseas, with the exception of 
the United States, conditions continued to be favorable.  

Under these conditions, the HCM Group (the Company, consolidated subsidiaries and 
equity method affiliates) embarked upon its new medium-term management plan, “SOH 
2010—For the New Stage” (fiscal 2007 to fiscal 2010), at the start of the fiscal year under 
review beginning April 1, 2007. Through this plan, we undertook various measures to 
implement our basic policies of “realizing an industry-leading profit structure” and 
“establishing an unshakeable position as a comprehensive manufacturer among the world’s 
top three construction machinery manufacturers.”   

In August 2007, as a means of securing funds for capital investments to meet increased 
demand worldwide, HCM issued a total of 19 million shares of common stock sold through a 
public offering as well as a private placement with Hitachi, Ltd. Capital acquired through this 
sale of common stock amounted to ¥77.8 billion. 

Within the production structure, in September 2007 the Hitachi-Naka Works commenced 
operations to provide a stable supply of component parts to operational bases worldwide. In 
response to further increases in demand, the second phase of construction began in March 
2008, with operations scheduled to commence in December 2008. Furthermore, the 
Hitachi-Naka Port Works, a facility for manufacturing ultra-large hydraulic excavators and 
ultra-large dump trucks, is scheduled to initiate operations in the first half of fiscal 2008.  

Additionally, we are currently strengthening the structure for an increase in production 
globally via such efforts as construction of a third plant in India along with significant 
upgrades of production capacity at plants in China, Indonesia and other overseas Group 
companies. 

Under our RSS system that combines rental (R), sales (S) and service (S) in Japan, we 
aggressively expanded sales of ZAXIS-3 Series of hydraulic excavators, the ZW Series of 
wheel loaders, mini excavators and environmental-related equipment, and strived to broaden 
our base of new customers.  

Overseas, demand in all regions was favorable aside from lower demand due to a decline 
in housing construction investment in the United States. Specifically, the entire HCM Group 
has developed proactive regional sales strategies targeting demand for construction 
equipment machinery for social infrastructure development projects and mining machinery 
in emerging markets undergoing dramatic economic development as well as in resource rich 
countries, including China, Russia-CIS, India, the Middle East and Africa. 

As a result of these measures, in terms of consolidated results for the fiscal year under 
review, HCM achieved increases in sales and profits for the sixth consecutive fiscal term as 
well as record-high profits for the fifth consecutive term. 
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The following table summarizes consolidated and non-consolidated results for the term: 

  (100 million yen; %)
 Consolidated (Change) Non-consolidated (Change) 
Net sales 9,405 (+24%)      4,799 (+16%)       
Operating income 1,085 (+38%)      340 (+18%)       
Ordinary income 1,006 (+44%)      443 (+20%)       
Net income 560 (+53%)      309 (+16%)       

Note: Figures under ¥100 million are rounded off. 

 

[2] Overview of Consolidated Sales by Regional Segment 

An overview of the Group’s sales by regional segment is outlined below. 
  
(a) Japan 
Sales at our directly managed rental companies have been impacted by a significant decline 
in housing starts as a result of the revised Building Standard Law stemming from insufficient 
levels of earthquake-resistance. However, demand for new construction machinery has 
increased in line with ongoing improvements in stock adjustments as well as expanded 
applications in the non-civil engineering field for demolition and metal scrap operations. Net 
sales rose 4% from the previous fiscal year to ¥248,733 million. 
 
(b) The Americas 
The impact of lackluster housing investment was seen with regard to demand for small- and 
medium-sized models of hydraulic excavators. Production adjustments from April 2007 to 
October of the same year enabled appropriate levels of stock at both the production facilities 
of Deer-Hitachi Construction Machinery Corporation and its dealers. Net sales fell 29% to 
¥88,518 million. 
 
(c) Europe, Africa and the Middle East  
In Europe, demand increased for hydraulic excavators, min-excavators and wheel loaders 
mainly in the United Kingdom, Germany and France. As a result, net sales rose 45% to 
¥167,242 million. 

In Russia-CIS, sales expanded with increased demand for construction and mining 
machinery equipment, chiefly hydraulic excavators, supported by vigorous demand for 
resource development as well as infrastructure investment. In Africa, mining development 
remained robust. Delivery of mining machinery to meet large-scale orders for a copper mine 
in Zambia was steady and this equipment was smoothly put into operation. Funds from 
resources in Angola and other new markets vitalized infrastructure development with 
expectations of increased sales in the future. In the Middle East, sales expanded as demand 
for hydraulic excavators and cranes continued to rise amid an increase in infrastructure 
development and plant construction funded by petrodollars. Total net sales of Russia-CIS, 
Africa and the Middle East regions rose 56% to ¥124,700 million. 

 
 
(d) Oceania and Asia  
In Oceania and Asia, forestry and palm oil-related demand in Malaysia and Indonesia was 
favorable, as was resource development demand in Australia and Indonesia. In India, sales 
increased in line with a surge in demand for construction machinery owing to brisk 
development of roads, airports, ports and other infrastructure. As a result, net sales in 
Oceania and Asia rose 46% to ¥184,021 million. 
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across a range of fields including a variety of recycling, soil quality improvement and 
on-site recycling of road material.  

Further, from July 2007 we established the well-received “Hi-OSS Demonstration 
Site” in Japan to allow customers to experience Hi-OSS brand products for themselves.  

Regarding new products, HCM launched two track mounted wood grinders as 
mainstay machines in its Hi-OSS line. Equipped with Tier III-compliant clean engines, 
these chippers employ a lateral type hopper for easy insertion of materials with long 
dimensions. 
 
 Product Development Business 
 Based on our hydraulic excavators, HCM is developing a scrap-specification machine 
that efficiently processes metal scrap. We also worked to develop products that meet 
customers’ needs for demolition and crushing along with other types of machines geared 
toward a wide-range of structures from high-rise office buildings to wooden residences.  

With regard to new products, we developed and initiated sales of multi-boom 
demolition-specification machinery, one the largest of its kind in Japan, to adapt to the 
increasing scale of demolition projects, as well as a small-sized demolition-specification 
machine equipped with a multi-adapter that is ideal for demolition in narrow spaces. 
 
Rental Business  
At the “REC” Group of directly managed rental companies, HCM worked to bolster 
existing rental business locations as well as to newly establish rental bases in 
high-demand regions. At the same time, HCM strived to expand its business through such 
concerted efforts as strengthening promotion of Hi-OSS brand products in addition to 
broadening the range of products offered.  
  From April 2008, with the integration of the eight REC companies, we are promoting 
the creation of a new rental business structure under Hitachi Construction Machinery 
REC Co., Ltd., which is expected to contribute to a stronger rental business. 
 
 Used Machinery Business 
 Amid continued worldwide growth in demand for construction machinery, demand for 
used machinery has expanded due to vigorous development of social infrastructure in 
China and Southeast Asia, as well as urban development fueled by petrodollar recycling 
in Middle Eastern countries. 

Through Hitachi Construction Machinery Trading Co., Ltd., along with holding 
parade auctions and Internet auctions, we implemented a “certified used machinery” 
system. We are utilizing this system, which offers high-quality excavators as “Hitachi 
approved machines” after having undergone HCM’s stringent inspection and 
maintenance, to effectively meet used machinery needs both in Japan and overseas.   
 
 Service Business 
HCM has strengthened its service capabilities by utilizing the Global e-Service system, a 
standard feature installed on individual machinery. Moreover, in order to accelerate 
worldwide development of the system, we are realizing expanded areas of coverage by 
using mobile phone terminals in addition to satellite communications. 

In the fiscal year under review, we were ahead of the competition in starting new 
operations in Russia-CIS, and achieved differentiation with regard to our services. 
Moreover, HCM leverages its parts recycling business to actively promote expansion of 
items available for reuse. This further strengthens a global component supply structure 
that supports increases in machinery in operation and contributes to a reduction in 
operating costs through high quality. 
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 Other Software Business 
As a business within the HCM Group, Hitachi Kenki Business Frontier Co., Ltd. handles 
the development, sale and maintenance of computer software; Hitachi Construction 
Machinery Leasing Co., Ltd. handles installment sales and other financing; Hitachi Kenki 
Logistics Co., Ltd. handles logistics; and Hitachi Construction Machinery Comec Co., 
Ltd. primarily handles component management and development of products in new 
fields geared towards agriculture. Each company has worked to expand its scope of 
business through applying its respective strengths. 

 
(b) Industrial Vehicles Business 
Consolidated net sales achieved a significant increase of 14% from the previous fiscal period, 
to ¥83,849 million. To meet demand for forklifts, which is especially strong overseas, TCM 
Corporation commenced full-scale operations at its new component production facilities 
established within its Shiga plant and steadily expanded production volume. Also, 
production of forklifts and cast parts is scheduled to commence in the near future at TCM 
(Anhui) Machinery Co., Ltd., a company established by TCM in China using solely 
Japanese capital. These efforts are behind the dramatic growth in forklift production 
capacity of the TCM Group. 

In port-related products, overseas production of transfer cranes as a mainstay product is 
also shifting into gear, and a structure to meet booming demand, mainly from Asia, is being 
developed. Further, to strengthen sales capabilities in the Asian region, the parts center 
established in Thailand has also steadily expanded sales. 
 
(c) Semiconductor Production Equipment Business 
Consolidated net sales declined 15% to ¥1,842 million. Hitachi Kenki FineTech Co., Ltd. 
worked to promote sales of ultrasonic imaging devices used for inspections to manufacturers 
of in-vehicle semiconductors and electronic component makers, as well as to expand sales of 
atomic force microscopes to major overseas semiconductor manufacturers.  

Also, in the fiscal year under review, in addition to ultrasonic imaging devices that offer 
an automatic measurement function, Hitachi Kenki FineTech developed and delivered an 
ultrasonic imaging device used in clean rooms that applies characteristics of atomic force 
microscopes to automobile industry manufacturers. 
 
[4] Outlook for the Fiscal Year Ending March 31, 2008 
Regarding future developments, the impact of the sub-prime loan issue in the United States, 
as well as issues of exchange rates, lending rate trends and the soaring costs of raw materials, 
chiefly steel and crude oil, all lead to a sense of uncertainty with regard to future prospects. 
Looking ahead, it will be necessary to focus closely on market trends to ensure that we can 
respond flexibly to future shifts in demand. 

North America, in particular, requires close scrutiny in view of the level of impact on the 
economy as a result of a decline in housing investment and delinquent loans following the 
sale of private residences. 

On the other hand, with the exception of North America and the impact seen from a 
decline in housing investment in the United Kingdom, Spain and a limited number of other 
markets, HCM forecasts overall favorable world demand for hydraulic excavators. 
Moreover, we foresee demand for mining machinery in line with a rise in resource 
development globally and crawler cranes for construction of plants and other structures, as 
well as a continued high level of demand for forklifts and other industrial vehicles.  
 
 
The following shows the present outlook for consolidated and non-consolidated results for 
the fiscal year ending March 31, 2009. 
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  (100 million; %) 
 Consolidated (Change) Non-consolidated (Change) 
Net sales 10,200(+8%) 5,632 (+17%)
Operating income 1,090(+0%) 198 (-42%)
Ordinary income 1,010(+0%) 328 (-26%)
Net income 580(+4%) 255 (-18%)

Notes: 
1) Figures under ¥100 million are rounded off. 
2) These projections assume an exchange rate of ¥103 to the U.S. dollar and ¥158 to the Euro. 
3) Forecasts, plans and expectations regarding future performance contained in the aforementioned statements are 

based on information currently available and deemed rational by Company management. However, as various 
factors could change actual results, forecasts, plans and expectations may differ. These factors are considered to 
include the economic conditions in principal markets and fluctuation in demand, fluctuations in exchange rates and 
revisions to Japanese or international laws and regulations, accounting standards, practices or other policies. 

 
 

(2) Analysis of Financial Conditions 
[1] Status of Assets, Liabilities and Net Assets 

(a) Assets 
Current assets at the end of the fiscal year amounted to ¥557,971 million, an increase of 
27.0% from the previous fiscal year-end. This was due mainly to respective increases of 
¥44,671 million in notes and accounts receivable and ¥33,637 million in inventories. 

Fixed assets rose 27.4% from the end of the previous fiscal year to ¥275,125 million. 
As a result, total assets increased 27.1% from the previous fiscal year-end to ¥833,096 

million. 
 
(b) Liabilities  
Current liabilities at the end of the fiscal year amounted to ¥402,835 million, an increase of 
18.3% from the previous fiscal year-end. This was due mainly to an increase in short-term 
loans.  

Long-term liabilities decreased 9.6% from the previous fiscal year-end to ¥83,643 
million. As a result, total liabilities increased 12.4% from the previous fiscal year-end to 
¥486,478 million. 
 
(c) Net Assets 
Net assets, including minority interests, increased 55.8% from the previous fiscal year-end 
to ¥346,618 million. The main factors for this increase were the procurement of ¥77.8 billion 
in capital in August 2007 through the issue of a total of 19 million shares of common stock 
via a public offering as well as a private placement with Hitachi, Ltd. in addition to net 
income of ¥55,985 million. As a result of the above, the equity ratio rose to 37.1% versus 
29.4% in the previous fiscal period. 
 
[2] Status of Consolidated Cash Flows 
Cash and cash equivalents at end of year totaled ¥68,726 million, an increase of ¥27,652 
million from the end of the previous fiscal year. Factors relating to each cash flow category 
were as follows. 
 
(a) Cash Flows From Operating Activities 
Net cash used in operating activities totaled ¥9,564 million. Cash-increasing factors 
included income before income taxes and minority interests of ¥100,564 million, up ¥30,483 
million from ¥70,081 million, as well as an increase of ¥5,947 million in depreciation and 
amortization to ¥30,162 million that accompanied investments to increase production 
capacity. 

On the other hand, cash-reducing factors consisted mainly of an increase in notes and 
accounts receivable totaling ¥69,631 million accompanying an expansion of sales during the 
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peak demand period, which included the sales of Group companies that changed their 
settlement dates from December to March. Other cash-reducing factors included a ¥43,253 
million increase in inventories despite improvements in asset efficiency.   
 
(b) Cash Flows From Investing Activities 
Net cash used in investing activities was ¥51,311 million, an increase of ¥25,477 million 
compared with ¥25,834 million in the previous fiscal year. Key factors underlying this rise 
included an increase of ¥24,888 million to ¥49,224 million in acquisitions of property, plant 
and equipment, which consisted mainly of capital investment to respond to increased 
production at various manufacturing bases.  

As a result, free cash flows, the sum of cash flows from operating activities and cash 
flows from investing activities, amounted to an outflow of ¥60,875 million. 
 
(c) Cash Flows From Financing Activities 
Net cash provided by financing activities totaled ¥91,692 million. A key factor was the 
procurement of ¥77,467 million from the combined proceeds, on a net basis after the 
deduction of fees, from a capital increase secured through a market-priced public offering 
and a private placement during the first part of August 2007. These funds will be earmarked 
specifically for capital investments through March 2009 as part of capital investment funds 
required until fiscal 2010 under the medium-term management plan. 
 
The following table describes HCM’s cash flow indicator indices: 

March 2005 March 2006 March 2007 March 2008

Equity ratio (%) 28.3 28.5 29.4 37.1

Equity ratio on market price
basis (%) 62.1 109.3 94.8 64.0

Interest-bearing debt to
operating cash flows ratio 19.6 4.1 6.9 -

Interest coverage ratio (times) 2.2 9.9 6.0 -  
Notes: 

Equity ratio: Total equity/total assets 
Equity ratio on market price basis: Share market price/total assets 
Interest-bearing debt to operating cash flows ratio: Interest-bearing debt/cash flows from operating activities 
Interest coverage ratio: Cash flows from operating activities/interest payments 

1. Indices are calculated using consolidated figures. 
2. Share market price is calculated by multiplying the closing price at the end of the period by the number of outstanding 

shares at the end of the period (after excluding treasury stock). 
3. Cash flows from operating activities reflect cash flows from operating activities as detailed in the Consolidated 

Statements of Cash Flows. Interest-bearing debt reflects all debt for which the Company is paying interest as detailed 
in the Consolidated Balance Sheets. Interest payments reflect interest paid as detailed in the Consolidated Statements 
of Cash Flows.  

4. Interest-bearing debt to operating cash flows ratio and interest coverage ratio for the fiscal year ended 
March 2008 are not shown as the figure of cash flows from operating activities was negative. 

 
 
(3) Principles Regarding Appropriation of Earnings and Dividends for the Year Under 

Review and the Fiscal Year Ended March 31, 2008 
To establish a solid position in global construction machinery markets, HCM will maintain 
and strengthen the soundness of its financial structure and work to bolster its internal 
reserves while considering implementation plans for upfront investments, including 
investments for technology development and facilities based on medium- and long-term 
business strategies. At the same time, HCM will pay dividends linked to its consolidated 
business results in accordance with a policy of maintaining stable dividends.  
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As a specific dividend indicator, HCM has set a target of paying out 15% to 20% of its net 
income as dividends.  

With the aim of enabling the execution of a flexible capital policy, HCM will carry out 
the acquisition of treasury shares in consideration of necessity, financial condition, and stock 
price movement.  

At the Meeting of the Board of Directors scheduled for May 22, 2008, a resolution for 
cash dividends per share of ¥22.00 for the fiscal year ended March 31, 2008 will be proposed. 
As a result, cash dividends for the entire fiscal year ended March 31, 2008 will amount to 
¥42.00.  

Regarding the fiscal year ending March 31, 2009, we are forecasting cash dividends per 
share of ¥44.00, including interim dividends of ¥22.00 and year-end dividends of ¥22.00.  

 
(4) Business Risks 

The HCM Group carries out its operations in regions throughout the world and utilizes 
high-level specialized technologies and information to execute its business activities. 
Accordingly, the HCM Group’s business activities are subject to the effects of a wide range 
of risks.  
 
The principal risks are as follows.  
 
1. Fluctuations in product supply/demand and intensifying price competition in markets 
2. Accelerating technological innovation 
3. Fluctuations in product supply/demand and exchange rates (especially yen/dollar and 

yen/euro rates) 
4. Sharp increases in the costs of raw materials 
5. Economic and social conditions and various restrictions in principal markets, including 

trade restrictions 
6. Preserving proprietary patents or securing patents from other companies 
7. The Company, one of its subsidiaries or an equity method affiliate enters into litigation 

or other legal procedure 
8. Defects in our products and services 
9. Status of implementation of business structural reform measures 
10. Alliances with other companies in product development and other areas 
11. The environment for procurement of funds and tax rates 
12. Volatility in Japan’s stock market prices 
13. Catastrophic impact on production from an earthquake or other natural disaster 
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2. Status of the Corporate Group 
As outlined below, this consolidated Group consists of Hitachi Construction Machinery, its 
parent company, its 70 subsidiaries and its 24 affiliates. Its business mainly involves the 
manufacture, sale, service and leasing of construction machinery and industrial vehicles, as 
well as the manufacture and sale of semiconductor production equipment. 

Domestic
Consolidated subsidiaries
・Rec Kanto Co., Ltd. *4
・TOKYO-TCM Corporation 
・Other consolidated subsidiaries: 20 companies 
Affiliates subject to the equity method: 8 companies

Affiliates not accounted for by the equity method: 2 companies

Americas
Consolidated subsidiaries
・Hitachi Construction Machinery Holding U.S.A. Corporation
・Other consolidated subsidiaries: 2 companies 

Europe and Africa
Consolidated subsidiaries
・Hitachi Construction Machinery Southern Africa Co., Ltd.

・Other consolidated subsidiaries: 2 companies 
Affiliates subject to the equity method 
・SCAI S.p.A. 

・Heavy Construction Machinery Ltd. 

Oceania and Asia
Consolidated subsidiaries
・Hitachi Construction Machinery Asia and Pacific Pte. Ltd.
・Other consolidated subsidiaries: 8 companies 
Affiliates subject to the equity method: 1 company 
Affiliates not accounted for by the equity method: 1 company

China
Consolidated subsidiaries
・Hitachi Construction Machinery (Shanghai) Co., Ltd.
・Other consolidated subsidiaries: 3 companies 
Affiliates subject to the equity method: 1 company 
Affiliates not accounted for by the equity method: 1 company

Consolidated subsidiaries 

・Hitachi Construction Truck Manufacturing Ltd. 

・Hitachi Construction Machinery (Europe) N.V. 

・Hitachi Construction Machinery France S.A.S. 
・PT. Hitachi Construction Machinery Indonesia ・Hitachi Construction Machinery (China) Co., Ltd. 

・Other consolidated subsidiaries: 3 companies 
Affiliates subject to the equity method 
・Deere-Hitachi Construction Machinery Corporation 
・Telco Construction Equipment Co., Ltd.
・Other affiliates subject to the equity method: 3 companies 

Consolidated subsidiaries 
・TCM Corporation*1 
・Hitachi Construction Machinery Tierra Co., Ltd. 
・Hitachi Construction Machinery Camino Co., Ltd. 
・Hitachi Sumitomo Heavy Industries Construction Crane Co., Ltd. 
・Other consolidated subsidiaries: 7 companies 

Affiliates not accounted for by the equity method: 1 company 

Domestic and overseas dealers and users

＜Sales, service and leasing companies＞

＜Domestic manufacturing companies＞ 

＜Overseas manufacturing companies＞ 

＜Others＞ 
Consolidated subsidiaries 
・Hitachi Kenki Logistics Technology Co., Ltd. 
・Other consolidated subsidiaries: 7 companies 
Affiliates not accounted for by the equity method: 2 companies 

Consolidated subsidiary 
・Hitachi Kenki FineTech Co., Ltd. 

[Parent Company] HITACHI, LTD.

(Manufacturing, sales and services of  
electric machinery and appliances, etc.) 

【Construction machinery business and  
industrial vehicle business】 

【Semiconductor production equipment business】

Hitachi Construction Machinery Co., Ltd.

Note                  Flow of products, parts and services 

Affiliates subject to the equity method 
・Koken Boring Machine*2 

*1: Listed on the first section of Tokyo Stock Exchange/ Osaka Securities Exchange
*2: Listed on JASDAQ 

*3: As of March 31, 2008, all shares of Hitachi Construction Machinery France S.A.S held by the Company were transferred to its consolidated subsidiary, TCM Corporation. 
From April 1, 2008, this company’s name was changed to TCM France S.A.S. 

*4: As of April 1, 2008, REC Hokkaido Co., Ltd., REC Tohoku Co., Ltd., REC Koshin-etsu Co., Ltd., REC Chubu Co., Ltd., REC Kansai OKG Co., Ltd., REC Shikoku Co., Ltd.
and REC Nishi Nihon Co., Ltd. merged with Rec Kanto Co., Ltd. to form Hitachi Construction Machinery REC Co., Ltd. 



(English translation of “KESSAN TANSHIN” originally issued in Japanese language.) 
13 

 

 
3. Management Policy  
(1) Basic Management Policy 
(2) Management Indicator Targets 

Because there were no significant changes to the Basic Management Policy and 
Management Indicator Targets sections contained in the Financial Results for the year ended 
March 31, 2007 (announced on April 25, 2007), these sections have been omitted in this 
report.  

For the aforementioned Financial Results, please go to the websites of HCM or Tokyo 
Stock Exchange (Company Search page). 

Hitachi Construction Machinery website: 
http://www.hitachi-c-m.com/global/ir/index.html 

  Tokyo Stock Exchange website: 
 http://www.tse.or.jp/english/index.html 
 
(3) Mid-to-Long-Term Management Strategies 

There have been important changes in the rating of HCM’s long-term debt as well as 
changes to the settlement dates of some subsidiaries. 

 
(Rating of long-term debt) 
In December 2007, Rating and Investment Information, Inc. (R&I) upgraded (a one-notch 
upgrade) HCM’s long-term rating from A- to A. Meanwhile, HCM received a rating of A2 
from Moody’s Japan. Accordingly, HCM will strive to further improve earnings and 
strengthen its financial structure in addition to making efforts to maintain stable credit 
evaluations as well as raise its credit ratings.  
 
(Change in the settlement periods of subsidiaries)  
Previously, 12 consolidated subsidiaries with different settlement dates than that of the 
parent company were accounted for based on the fiscal year consolidated financial 
statements for each of these companies because the difference between the settlement dates 
for these subsidiaries and the consolidated settlement date was within three months. 

However, with quarterly reporting becoming legally mandatory, beginning in the fiscal 
year ended March 31, 2008, HCM changed its method of consolidation on the financial 
statements by making provisional account settlements for the 12 subsidiaries on the 
consolidated settlement date. This change was made for the purpose of unifying the 
settlement dates of the parent company and the aforementioned consolidated subsidiaries 
and for ensuring appropriate disclosure of consolidated financial information. 

As a result of this change, the accounting period for the aforementioned 12 subsidiaries 
was a 15-month period from January 1, 2007 to March 31, 2008. Thus, compared with when 
using the previous accounting method, consolidated net sales increased ¥36,914 million, 
consolidated operating income increased ¥3,246 million, ordinary income increased ¥2,976 
million, and net income rose ¥1,527 million.  
 
In August 2007, HCM procured ¥77.8 billion by issuing 19 million new shares through a 
public offering and a private placement with Hitachi, Ltd. These funds will be used for 
investments in facilities to respond to a global increase in demand.   

The HCM Group strives to actively promote communications with stakeholders and 
believes its continued existence as a company represents the essence of CSR (corporate 
social responsibility). As one of the most-recent examples of social contribution activities, 
HCM has contributed to the international community by working to develop demining 
equipment. We will continue to provide full support to the nonprofit organization Yutaka Na 
Daichi-Good Earth Japan, established in March 2007 to carry out activities to help support 
the self-sufficiency of local residents, including providing agricultural training and building 
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schools, while also working to restore recently demined land for use as agricultural land.  
HCM has also continued to serve as a special sponsor of the Kasumigaura 

Marathon/International Blind Marathon held in April 2008 in Tsuchiura. In the future as 
well, we will actively carry out social contribution activities from the perspectives of 
supporting humankind as well as emphasizing coexistence with local communities and 
protecting the environment.  

 
(4) Issues to be Addressed 

Looking at future trends, we expect continued favorable demand for construction machinery 
for building social infrastructures in resource-producing countries as well as in emerging 
countries, which are experiencing dramatic economic growth. We also foresee ongoing 
robust demand for mining machinery along with active mine development.  

On the other hand, we anticipate that HCM’s business environment will be 
characterized by ongoing uncertainties that include an economic slowdown triggered by the 
U.S. sub-prime loan issue, exchange rate fluctuations, and soaring crude oil and raw 
materials prices. Amid this environment, under our new medium-term management plan, 
“SOH 2010—For the New Stage” (fiscal 2007 to fiscal 2010), HCM will undertake business 
operations in accordance with its basic policies of “realizing an industry-leading profit 
structure” and “establishing an unshakeable position as a comprehensive manufacturer 
among the world’s top three construction machinery manufacturers.” 

At the production level, we will respond to growing global demand for construction 
machinery by continuing to build a Group-wide structure for increasing production while 
working to further raise the accuracy of our demand forecasts. At the same time, we will 
further strengthen our partnerships, which includes the sharing of information with 
suppliers.  

Turning to sales, in Japan, along with the start-up of Hitachi Construction Machinery 
REC Co., Ltd., a directly managed rental company established through the integration of 
REC companies, we will further strengthen our RSS structure, which combines sales, 
service, and rental operations, as we strive to further expand our business. 

Overseas, we will implement proactive regional and product strategies to firmly secure 
demand in such emerging countries as China, Russia-CIS and India, which are achieving 
dramatic economic development, as well as in Vietnam and other emerging countries where 
markets are expected to grow. 

In mining machinery, while striving to increase sales of existing models, we will also 
focus on expanding sales of new products such as our environment-friendly, 
energy-efficient ultra-large electric–powered hydraulic excavators and our ultra-large dump 
trucks featuring AC drive systems (diesel powered). While targeting our existing markets of 
the Americas, Australia, and Indonesia we will also focus on expanding sales of these 
products in such new markets as southern Africa, Russia-CIS and China. By doing so, we 
aim to establish an overwhelmingly dominant market position.  

In North America, we will continue to closely observe market conditions and maintain 
appropriate inventory levels.  

In both the domestic and overseas markets, we will respond to soaring raw materials 
prices by further reducing costs while steadily implementing price revisions.  

Along with the promotion of the above-mentioned strategies, we recognize the 
importance of CSR (corporate social responsibility) that we must fulfill as a group and will 
move forward to achieve the objectives of the medium-term management plan. In tandem, 
we will strengthen our brand power, increase our corporate value, and raise shareholder 
value. 


