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Changing Operating Environment

1. Evolving demand mix—focus shifting:

- Japan, US, and Europe Asia

- Low-volume high-end models High-volume low-end

2. Changes in how value is added

- Changes in function: Hardware Software/services

Product advancements accelerating

- Time-based changes: More volatile

Large-scale changes over short periods of time

Source: Daiwa Securities CM
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Challenges Facing Japanese Electronics Firms

Japan sandwiched between Asia and US

Quality

Price

Hardware Software

Trend in electronics industry

①

②

③

Source: Daiwa Securities CM
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Underlying Conditions of Electronics Market Changing

Changes in tech environment
Cheap, available-anywhere networks (basic 
infrastructure)
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Examples of Changes at Japanese Firms (1)

Changing demand mix

Operations more thoroughly localized
- Local production alone not enough
- Local base needed for all ops—design, R&D, production and 

sales

Shimadzu
- Planning and designing spectrophotometers in China; achieved 

low price by paring functions
FujiFilm Holdings
- Improved earnings in digital cameras; actively uses ODM 

partners (making friends out of enemies) 

Source: Daiwa Securities CM
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Examples of Changes at Japanese Firms (1)

FujiFilm Holdings
- Improved earnings in digital cameras; actively uses 

ODM partners (making friends out of enemies) 

Design

Procurement

Manufacturing

Sales

Fuji - Previous Fuji - New

ODM Partner

ODM
Partner

Source: Daiwa Securities CM



March 2010 7

Examples of Changes at Japanese Firms (2) 

Changes in how value is added
-Combinations of specialized parts combinations of standard 

parts plus software/services

Hardware manufactured with focus on service offerings
-Hardware tech + networks improved service functionality

Topcon 
- Measuring instruments + GPS auto controls for agricultural, 

construction equipment
Ushio
- Projectors + networks advance warnings of breakdowns thru 

maintenance services

Source: Daiwa Securities CM
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Examples of Changes at Japanese Firms (2) 

Ushio
- Projectors + networks advance warnings of 

breakdowns thru maintenance services

Analog Digital + Network

Accumulating 
customer feedback

Improving services
Establishing entry barriers

Source: Daiwa Securities CM
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Examples of Changes at Japanese Firms (3) 

Moving away from manufacturing mindset
- Focus on speed, software/service considerations

Changes at Panasonic

Source: Daiwa Securities CM
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Ratings
Issues are rated 1, 2, 3, 4, or 5 as follows:
1: Outperform TOPIX/benchmark index by more than 15% over the next six months.
2: Outperform TOPIX/benchmark index by 5-15% over the next six months.
3: Out/underperform TOPIX/benchmark index by less than 5% over the next six months.
4: Underperform TOPIX/benchmark index by 5-15% over the next six months.
5: Underperform TOPIX/benchmark index by more than 15% over the next six months.

Benchmark index: TOPIX for Japan, S&P 500 for US, DJ STOXX 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for Taiwan, and S&P/ASX 200 for Australia.
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In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in the purchase price or may not be charged for certain 
transactions, we recommend that you confirm the commission for each transaction. 
In some cases, our company also may charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident. 
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There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, 
depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements. 
There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company. 
Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants. 

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of each transaction etc. 

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions regarding the signing of the agreement with our company. 

Corporate Name: Daiwa Securities Capital Markets Co. Ltd. 
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