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Message from the Group CEO

The Anritsu Group is working in unison to create a profitable growth model to restore
profitability in the fiscal year ending March 2010 and beyond.

For the fiscal year ended March 31, 2009, orders decreased 19.7 per-
cent compared with the previous fiscal year to ¥81,470 million, and net
sales decreased 16.5 percent to ¥83,940 million. Operating income
decreased 83.1 percent compared with the previous fiscal year to ¥905 mil-
lion, due to a decrease in sales of the Test and Measurement business and
the impact of the strong yen, as well as a change in the accounting stan-
dard for inventories. Net loss totaled ¥3,541 million, compared with net
loss of ¥3,901 million in the previous fiscal year. The net loss is partly a
result of business structure improvement expenses including special retire-
ment benefits incurred through the implementation of urgent manage-
ment measures, as well as a special charge in the first year of applying the
lower of cost or market method to inventories.

The economic environment changed dramatically during the fiscal year
due to a downturn in the real economy stemming from turmoil in financial
markets. Conditions turned especially severe in the second half as the
global economy fell into recession following the collapse of Lehman
Brothers.

In Anritsu’s core business, test and measurement instruments for
telecommunications, demand decreased in Japan for measuring instru-
ments used in research and development of 3G and 3.5G services and in
manufacturing of mobile handsets. Overseas, demand was firm in the first
half for measuring instruments used in production of 3G handsets in Asia
and for handheld measuring instruments used in updating infrastructure in
North America. However, capital investment was notably curtailed from the
second half, leading to decreased demand in every region, including
Japan, and every business segment.

As the drop in demand continued, Anritsu rapidly implemented urgent
management measures in January that were based on headcount reduc-
tions and the consolidation of production operations in the Test and
Measurement segment in Japan and overseas. These measures were completed by March 2009. In
addition, Anritsu’s unified efforts since January 2008 to strengthen competitiveness and increase
profitability under Management Innovation 2008, especially in the Test and Measurement business,
are showing steady results. With these measures, we are changing to a robust operating structure
with profits that are highly responsive to sales increases, which | believe will lead to a return to prof-
itability from the current fiscal year ending March 31, 2010. Rather than ease up on our management
innovations, we will improve businesses with low profitability and steadily grasp business opportuni-
ties in markets where we expect growth, including LTE (3.9G) measurement and 3G-related meas-
urement in China, in our drive to build a profitable growth model.

Hiromichi Toda
Group CEO
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Note 1. CRM:

(Customer Relationship
Management )

A management technique that
places importance on building
relationships with customers to
improve customer satisfaction

Note 2. SCM:
(Supply Chain Management)

Comprehensive management
from receipt of orders and materi-
al procurement to inventory man-
agement and product delivery.

Management Innovation
2008 and Urgent
Management Measures:
Results and Challenges

In response to rapid change in the oper-
ating environment, we have advanced
Management Innovation 2008 and our
urgent management measures to shape
our earnings structure for greater prof-
itability.
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Amid rapid technological innovation
and intensifying global competition,
Anritsu has been working continuously on
Management Innovation 2008 since
launching it in January 2008 to strengthen
competitiveness and improve profitability.
We drew up Management Innovation 2008
to strengthen the Test and Measurement
business, primarily in Japan, based on our
projection that results for the year ending
March 2009 would fall well short of the tar-
gets of net sales of ¥120 billion and oper-
ating income of ¥12.5 billion in our three-
year Mid-Term Business Plan, Anritsu
Global LP 2008. Specifically, we have reor-
ganized test and measurement operations
in Japan into four organizations by busi-
ness process: Sales and CRM," R&D, SCM,?
and Corporate. To promote greater effi-
ciency, we have set clear targets for each
business process, including improving the
ratios of cost of sales to orders and of cost
of sales to net sales in Sales and CRM and
promoting more efficient investment in
development in R&D.

One initiative that has had particular
success is reducing inventories. Through
measures including improving SCM

Management Measures Implemented During the Year Ended March 31, 2009, and Medium-Term Direction
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processes, reducing inventories of demon-
stration models held by the sales division
and addressing unprofitable product lines,
we reduced inventories by ¥5.9 billion from
a year earlier to ¥14.7 billion, improving
the turnover ratio to 5.7 times.

In addition, we are realizing cost
reductions for the year ending March 31,
2010 and beyond by increasing efficiency
and streamlining through revisions to the
Test and Measurement segment’s produc-
tion operations, closure of production
facilities at a French subsidiary and inte-
gration of the production planning and
manufacturing engineering technology
divisions of Anritsu with manufacturing
subsidiary Tohoku Anritsu Co., Ltd.

Customers notably curtailed and post-
poned capital investment due to the sharp
economic downturn that followed the col-
lapse of Lehman Brothers. In these circum-
stances, in January 2009 Anritsu made the
difficult decision to stake its ongoing sur-
vival from the year ending March 2010 on
setting and implementing urgent manage-
ment measures, centered on employment
structure reforms. Based on the various
measures implemented under

Management Innovation 2008, the entire
Anritsu Group is acting with a sense of
urgency to increase profitability. The
reforms brought considerable pain, but |
was able to share my understanding of the
situation with employees by explaining the
environment that Anritsu is facing, and we
completed the employment reforms in the
three months ended March 2009. By
reducing fixed costs through these meas-
ures we brought the breakeven point to
¥72.5 billion, thus making operating
income much more responsive to increas-
es in net sales. The entire Anritsu Group
will work to return to profitability from the
year ending March 31, 2010.

| believe that the economy and mar-
ket environment will remain unpredictable.
The many uncertainties present a high
degree of risk for the premises underpin-
ning medium-term numerical plans.
Therefore, in the year ending March 31,
2010 we will place top priority on achieving
our earnings targets based on our
medium-term direction.

Note 3. ROI:

(Return on investment)

Gross profit /development invest-
ment cost

Note 4. SPS:

(Selling expenses per sale)

Total selling expenses / net sales

Note 5. CPO:

(Cost per order)

Sales companies' selling expens-
es / orders received

roduce management indicators:
+ R&D: Development ROI®
+ Sales and CRM: SPS* and CPO®
prove inventory turnover ratio: 5.7 times
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organize business bases: Close Test and Measurement
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Measurement Communications Automation
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Operating margin 10%

improvement

Become a strong global Anritsu
that consistently generates profits

Services and
Others

Optical broadband
Flat-panel displays
High-density packaging
and quality
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Note 6. LTE

(Long Term Evolution)

Currently undergoing standardi-
zation, LTE is a wireless communi-
cations protocol that evolved
from 3.5G.

For details, please refer to the
“Measurement Technologies”
section.

%

Note 7. Chipsets:

Sets that group together periph-
eral circuitry in mobile handsets
and computers, such as CPUs, on
multiple LSI chips.

Outlook for the Year Ending

March 31, 2010 and Medium-
Term Direction

We will take further steps to stabilize our
financial structure by capturing demand
related to future telecommunication stan-
dards LTE and 3G in China.

Test and Measurement

In the test and measurement market for the
year ending March 31, 2010, we expect new
demand from areas such as full-fledged devel-
opment of LTE?, a next-generation mobile
phone system that will become a global stan-
dard, as well as 3G in China and upgrades of
telecommunications infrastructure in emerg-
ing markets. However, we also foresee chal-
lenging conditions continuing for other exist-
ing businesses due to restrained capital
investment by customers. We expect that
sales of existing businesses will decrease 30
percent overall compared with the previous

year in the first half and will remain at about the
same level as the previous year in the second.
We therefore estimate sales for the full fiscal
year to decrease 11 percent to ¥51.0 billion.

1) LTE

Handset and chipset’ vendors are beginning
development in response to the scheduled
beginning of commercial LTE services in 2010
by companies including NTT DoCoMo in
Japan and Verizon Wireless in the United
States. LTE will spread globally as telecom car-
riers commercialize it starting in 2010.

Anritsu has positioned LTE as a pillar of
its growth. By sharing development road maps
with leading global telecommunications
equipment vendors, with whom we built close
relationships during 3G mobile phone devel-
opment, in December 2008 we became the
first company to introduce a signalling tester
for LTE development, the MD8430A. We won
approximately ¥2.0 billion in orders for this
product in the fourth quarter of the year

Development of Measurement Solutions for LTE

September 2008
MS269x and MG370x |
for research and
development of !
RF devices, handsets
and base stations

December 2008
MD8430A for research | MF6900A for research
and development
of RF handsets
and chipsets |

Commercial rollout

Japan NTT DoCoMo (2010)
U.S. Verizon (2010)

Europe TeliaSonera (2010)

Commerecial rollout
U.S. AT&T (2011)
Japan KDDI (2012)
and others

April 2009
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Conformance test systems, etc.
Used for: Certification Target: Handset protocols

Signalling tester, fading simulator, one-box tester, etc.
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Roadmap for 3G Mobile in China

Telecom company China Mobile China Unicom China Telecom
Communication system TD-SCDMA W-CDMA CDMA2000
Base stations to be installed in 2009 60,000 70,000 60,000

Mobile
handset
production

Base
station
installation

Base MS269x

station MG370x
production

ML8740
S331
MS272x

MT8820 One-box tester

for TD-SCDMA

For use in mobile handset production

Area tester, base station analyzer, spectrum analyzer

For use in installation and maintenance of base stations

For use in base station production

Signal analyzer/signal generator
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ended March 31, 2009. We will continue to roll
out measurement solutions including handset
conformance test systems, measuring instru-
ments for handset production, and measuring
instruments used in the construction and main-
tenance of wireless infrastructure in line with cus-
tomers’ TTM,® as we aim to be a top supplier.

2) 3G in China

Anritsu has developed its business in China
for over 20 years, and now has business bases
and service centers in more than 10 locations.
China has approximately 650 million mobile
phone subscribers, making it the world's
largest cell phone market. In January 2009,
the Chinese government issued 3G licenses to
three mobile phone companies, China Mobile
Limited, China Unicom Ltd. and China Telecom
Corp. Amid growing demand for network con-
struction, mobile phone production and main-
tenance in anticipation of the proliferation of
3G mobile phones, we expect new investment
in test and measurement equipment on the
order of ¥5.0 billion during the year ending
March 31, 2010 as base station installation and
other infrastructure upgrades begin. Anritsu is
responding to demand from telecom carriers

and equipment vendors with a focus on hand-
held measuring instruments, where the
Company holds the top global market share.

China Mobile, which has the world’s
largest subscriber base, has adopted the TD-
SCDMA standard, which China is promoting.
The company is concentrating on upgrading
infrastructure in the year ending March 31,
2010, including the installation of 60,000 base
stations, to prepare for handset proliferation.
Anritsu is leading competitors in the develop-
ment of measuring instruments for TD-
SCDMA development and production to pro-
vide products in a timely manner when
demand begins.

Information and Communications

Anritsu provides social infrastructure system
solutions such as video distribution and remote
monitoring systems to Japanese government
entities. The operating environment remains
challenging as a result of the steady downward
trend in public works spending. For the year
ending March 31, 2010, we will secure profit by
concentrating not only on business with gov-
ernment entities but also on increasing disaster
communication system applications in cooper-

Note 8. | | M:

Time-to-market




ation with system integrators and expanding
the private-sector market for bandwidth con-
trollers for network quality assurance.

Industrial Automation

Anritsu provides quality control solutions for
alien material detection, shape inspection and
weighing, primarily to the food industry, which
accounts for 80 percent of sales. The
Japanese food market is mature, but we
expect stable capital investment from sources
including the renewal of production lines.
We also expect growth in overseas demand
for detection of alien materials in order to
enhance food safety and security. For the year
ending March 31, 2010, we will strengthen our
position in the Japanese market by expanding
our lineup of X-ray inspection systems and
grow overseas sales.

The market environment for each busi-
ness is extremely challenging, and we antici-
pate capital investment to generally remain
constrained. Based on the initiatives of each
sub-segment and the results of the urgent
management measures implemented in the
fourth quarter of the year ended March 31,
2009, Anritsu projects net sales for the year
ending March 31, 2010 will decrease 9.5 per-
cent compared with the previous fiscal year to
¥76.0 billion, operating income will increase
143.1 percent to ¥2.2 billion and net income
will be ¥0.5 billion, compared with net loss of
¥3.5 billion in the previous fiscal year.

Medium-Term Direction
The entire Anritsu Group is striving to stabilize its
financial structure by increasing profitability. We
have already succeeded in bringing the
Information and Communications segment into
the black and generating stable profit in the
Industrial Automation segment.

The Test and Measurement segment,
which recorded an operating loss for the year
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ended March 31, 2009, aims to return to prof-
itability for the year ending March 31, 2010
through three strategies: 1) capture LTE-related
demand globally, 2) capture demand for 3G-
related measurement in China in the areas of
infrastructure upgrades by telecom carriers and
development and production by handset
vendors, and 3) steadily expand stable “base”
businesses with large markets, including general
purpose measuring instruments for production,
installation and maintenance, and the Service
Assurance business.

In the General Purpose sub-segment, we
will expand the product lineup and applications
to provide solutions that meet customer
demand in each segment. In the Service
Assurance business, we expect ongoing capital
investment from our telecom carrier customers
around the world. Anritsu considers the Service
Assurance business a pillar of the Test and
Measurement segment, and implemented
restructuring in the fourth quarter of the year
ended March 31, 2009 to return it to profitability.
For the year ending March 31, 2010, we will
expand this business with a focus on Europe, the
Middle East and Africa (EMEA).

Through these initiatives, we aim to
increase both the consolidated operating mar-
gin and return on equity to 10 percent or more
over the medium-to-long term.

I Financial Strategy

By implementing Management Innovation
2008 and urgent management measures,
we have restructured our organization to
generate profits even if sales decline.

For the year ended March 31, 2009, net
loss was ¥3.5 billion due to business structure
improvement expenses and other costs.
Further, investments and other assets at fiscal
year-end decreased from a year earlier due to



an accounting change that resulted in the one-
time amortization of goodwill at a U.S. sub-
sidiary totaling ¥8.4 billion and R&D expenses at
a Danish subsidiary totaling ¥1.9 billion that had
previously been capitalized. Mainly as a result of
these factors, retained earnings decreased
approximately ¥14.7 billion. However, Anritsu
continued to make progress in reducing
interest-bearing debt, which decreased to ¥43.6
billion compared with ¥47.0 billion at the end of
the previous fiscal year.

Through the implementation of
Management Innovation 2008 and the urgent
management measures in the year ended March
31, 2009, Anritsu has made a structural shift for
current fiscal year so that the Company can
be profitable even if net sales decrease.
The Company will use increased cash flow
generated by improvements in ACE? and
asset turnover as well as enhanced capital
efficiency resulting from measures including
an internal Group cash management system
to make further reductions in interest-bearing
debt, improve the net debt-to-equity ratio, "
enhance shareholders’ equity and fortify its
financial structure.

I Shareholder Returns

| am confident that the Anritsu Group's
unified efforts to increase earnings in the
current fiscal year and beyond will lead to
higher corporate value.

To return profits to shareholders, Anritsu’s
basic policy for paying dividends from surplus
funds is to increase the ratio of dividends on con-
solidated equity (DOE) to reflect the level of
income during the consolidated period while tak-
ing into general account factors such as the oper-
ating environment and the outlook for results.

Regrettably, in view of the net loss that
resulted from the rapid deterioration of earnings,

Cash Flows
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Anritsu decided not to pay a year-end dividend
for the fiscal year ended March 31, 2009, and
thus dividends for the fiscal year totaled ¥3.50
per share, consisting of an interim dividend of
¥3.50 per share. For the year ending March 31,
2010, we expect challenging conditions to per-
sist, and in an uncertain financing environment
we will prioritize a stable financial structure.
Consequently, we do not plan to pay dividends
for the fiscal year, and ask our shareholders for
their understanding.

Note 9. ACE:

(Anritsu Capital-cost Evaluation )

Although the challenging operating envi-

ronment continues, the Anritsu Group will put all
Net operating profit after tax -

Invested capital cost

of its efforts into increasing profitability for the
year ending March 31, 2010 and beyond, and |
believe that this will lead to higher corporate
value.

Note 10. Net debt-to-equity
ratio:

(Interest-bearing debt - Cash and

We are counting on the continuing support cash equivalents)/Net assets

and guidance of our shareholders.

July 2009

D hemethe Toea

Hiromichi Toda
Group CEO





