Fiscal 2009 Business Overview and Results

Hoya operates the Eye City chain of contact lens specialty stores,
one of the largest such chains in Japan. The strengths of this chain
lie in consulting-based sales, which provide the lenses best suited
for each customer, and in the broad selection of products from
famous manufacturers around the world. With approximately 150
locations nationwide, the cumulative number of customers sur-
passed 6 million through the end of the fiscal year under review.

During the fiscal year under review, the retail market for contact
lenses saw moderate growth, centered on disposable lenses. How-
ever, business conditions remained challenging, with all contact
lens retailers facing difficulty in opening new stores due to a decline
in the number of ophthalmologists starting business because of
revisions to fee standards for medical exams under the national
healthcare system annually since 2006.

Hoya made efforts to strengthen sales of high-value-added
products such as lenses made from new materials, lenses for astig-
matism and bifocal lenses, and worked to improve its service. As a
result, although there was no growth in the total number of stores,
existing stores increased the number of new and repeat customers,
leading to a year-on-year rise in sales. In addition, management
efficiency was improved again through detailed pricing strategies
and a scrap-and-build strategy of opening new stores and closing

existing ones according to detailed sales area analysis.

Hoya entered the Chinese market in 2005. As of March 31, 2009,
there were seven Eye City stores in Shanghai, and all had won
strong support for their outstanding eye-testing technologies and

high level of service.

Future Strategies

In the Japanese market, Hoya will accelerate store development.
The Company is seriously considering expanding its sales area to
the Chubu and Kyushu regions besides major metropolitan dis-
tricts. It is also looking to store locations that customers will find
convenient and reviewing store designs. In terms of sales promo-
tions, the Company will augment traditional methods by making
use of the Internet and other digital media in its marketing activities
to efficiently target a broad customer base. Moreover, by strength-
ening human resources through recruitment and training, and opti-
mal deployment, the Company will expand services and increase
customer satisfaction.

In China, the scale of the contact lens retail market is currently
estimated at around ¥70 billion. This market has not yet matured,
with fewer people wearing contact lenses than in Japan. Growth is
therefore expected in the future. Hoya will promote localization,
while at the same time opening strategic new stores and conduct-
ing vigorous PR activities to raise recognition of the Eye City store
brand mainly among women in their teens and 20s, the main target
customer base. In this way, the Company will raise its presence as

the market grows.

Eye City

At Hoya's Eye City chain, experienced professionals armed with
the most accurate and latest knowledge of vision conduct sales
consultations with individual customers. The store concept is
identical in both Japan and China.
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INTRAOCULAR LENSES (IOL)
Fiscal 2009 Business Overview and Results

Intraocular lenses (IOL) are artificial lenses used to replace clouded
lenses during cataract surgery. Inserting these lenses into the
affected eye can restore vision. Over many years of research into
optical design and high-function materials, Hoya develops and
provides unique IOL products that meet the needs of doctors prac-
ticing on the frontlines of medicine.

Hoya's foldable soft lenses can be folded into a small package,
enabling delivery into the eye through a very small 1.8mm incision,
the smallest in the world. Moreover, the pre-loaded iSert delivery
system, which offers superior operability compared to previous
ones, is contributing to the progress of medicine as a solution for
enabling safe, accurate cataract procedures.

During the fiscal year under review, Hoya launched an aspheri-
cal pre-loaded IOL in the Japanese market. With focus on introduc-
tion and sales of the new product to medical institutions of all
types, the Company was able to maintain strong sales from the
previous fiscal year.

Outside of Japan, the Company focused on the launch of ultra-
small incision type I0OLs and expanding sales of the iSert system in
developed countries, mainly Germany and France, and succeeded
in raising market presence. In the Asia-Pacific region, there was
steady progress in introducing new products, with a focus on China,
South Korea and Australia. These measures resulted in high growth

and strong results.

Yellow acrylic intraocular lens
These yellow intraocular lenses
absorb ultra-violet light, are
easy on the retina, and provide
natural color tones. In 1991,
Hoya became the first in the
industry to release colored
intraocular lenses.
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In addition, as business expanded, the Company conducted
construction to expand production capacity in the Singapore fac-
tory, strove to secure a low-cost, stable supply framework, and
pressed ahead with development and trial production of new prod-
ucts and materials for I0Ls.

In September 2008, the iSpheric™ yellow acrylic foldable intraoc-
ular lens was approved by the U.S. Food and Drug Administration
(FDA), and Hoya became the first Japanese manufacturer to enter
the U.S. market for intraocular lenses, estimated to be the largest in
the world. In April 2009, the Company began more full-fledged mar-
keting activities in the United States. In the previous fiscal year, Hoya
transferred its operations headquarters to Southern California, where
world-renowned ophthalmologists conduct cutting-edge research.
Taking FDA approval of the lenses as the impetus to accelerate cre-
ation of a sales structure in the United States, Hoya is now working to

expand its business with a global focus.

Future Strategies

As society ages, the number of cataract suffers in developed coun-
tries is rising sharply. Developing countries are also seeing growth

in the number of cataract patients seeking care as their economies
rapidly expand. IOLs are therefore expected to see market growth
worldwide. Hoya will pursue this growth opportunity by promoting
R&D to enhance product functionality.

The pre-loaded iSert delivery
system

This disposable injector comes
with an intraocular lens pre-
loaded. In addition to reducing
the amount of work required
during surgery, it does not
require washing or sterilization
of related tools, facilitating
cataract surgery.




PENTAX

The Pentax brand is recognized around world. Based on this brand, Hoya is making steady progress in uncovering new

possibilities for the future in the fields of cameras and medical devices.

Lifecare Business

In the Lifecare Business, we provide clinicians with high-resolution,
high-usability endoscopes and new ceramics products for medical
use, contributing to the enhancement of both medical care and
patient QOL (Quality of Life).

ENDOSCOPES FOR MEDICAL USE

Fiscal 2009 Business Overview and Results

In the medical devices field, Pentax develops high-quality flexible
endoscopes for medical use and medical accessories (surgical
instruments for endoscopes), primarily for the gastrointestinal
system and sells them in Japan, North America, and in European
countries. Because flexible endoscopes are inserted into narrow
and convoluted luminal spaces, they must have superb operability
to enable doctors to achieve precise manipulation, as well as high-
resolution image processing to allow doctors to determine which
areas are affected by cancer or other diseases. Pentax utilizes its
many years of experience in optomechatronic technology to
achieve these capabilities.

Endoscopes enable diagnosis and treatment without placing a
heavy burden on patients’ bodies, and help keep down healthcare
costs by facilitating early detection and treatment of various condi-
tions. For this reason, these tools are being actively introduced as a
minimally invasive method of treatment at medical institutions

across the globe.

The EPK-i endoscope system
The EPK-i endoscope system
combines the high-resolution
EPK-i video processor and the
90i video scope equipped with
a megapixel CCD. Thanks to
high-definition imaging and the
proprietary i-scan image pro-
cessing function, the system
supports advanced endoscopic
testing and diagnosis.

In the fiscal year under review, sales of the EPK-i series of endo-
scopes with megapixel-level resolution continued to post robust
growth in the European and North American markets. In May 2008,
the series was also launched in Japan, where it made a strong start,
earning kudos from physicians for its clear imaging. Overseas sales
rose in the first half of the year, led by Europe. In the second half of
the year, however, even medical institutions began curtailing new
investments amid the economic slowdown, resulting in lower sales
compared to the previous year. In addition, because a large portion
of sales of these products are generated in North America and

Europe, sales were greatly impacted by currency exchange rates.

Future Strategies

Under the basic strategy of strengthening communication with
doctors, we will establish specialized teams to develop new cus-
tomers in key regions, and further enhance collaboration among
development, production, and sales divisions and overseas sales
companies. We will also work to enhance product lineups to meet
the needs of university hospitals, clinics, and each region.

In terms of development, the Company is focused on develop-
ing products from the user’s perspective and uncovering latent
demand through constant, close contact with the medical commu-
nity. We will also actively participate in joint research with universi-
ties and companies in Japan and overseas.

Through these activities, we aim to increase total customer satis-

faction, from product development to sales and after-sales service.

EG-2790i scope

This high-grade scope achieves
dramatically high resolution
through use of a high-definition
CCD, and with a diameter of
9.0mm is ultra-light and slim
enough for routine testing.
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NEW CERAMICS
Fiscal 2009 Business Overview and Results
Pentax has captured a high market share in apatite products for use
in such fields as orthopedics, brain surgery, and dentistry. These
include biocompatible ceramic products APACERAM and BIOPEX-R
paste. The former is used as a prosthetic filler for bone defects,
while the latter offers enhanced bonding performance.
Pharmaceutical manufacturers around the world are employing
the special protein adsorption characteristics of CHT ceramic
hydroxyapatite (chromatography media) as a bulking agent in
biopharmaceutical manufacturing and separation processes.
The composite bone market is continuing to grow gently,
mainly in the Japanese market, and the new ceramics division is

seeing firm growth in sales.

Future Strategies

We will work to expand the composite bone business, particularly
in the spinal field. We will also make active efforts to expand the
business through collaboration with other manufacturers in Japan
and overseas to develop new products with better absorbability
and strength and to enhance competitiveness.

We are currently stepping up efforts to commercialize products.
We are bringing to market new absorbable composite bone prod-
ucts and BIOPEX-R, which offers improved solidification rates, and
introducing a composite bone for the spine that incorporates tita-
nium materials.

To prepare for growth, we are conducting full-fledged organiza-

tional reforms aimed at optimizing development, production, and

sales divisions.

Apatite products
Hydroxyapatite has nearly the
same composition as human
bone, and can be safely
inserted into the human body
for the long-term, eventually
fusing with the bone to become
part of it. Thanks to its safe
profile for use with living tissue,
this material is being used in
development of a wide range
of bone-related applications.
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Imaging Systems Business

Fiscal 2009 Business Overview and Results

In the fiscal year under review, the market for digital cameras took a
sudden turn, shifting from robust conditions in the first half of the
year to harsh conditions from the third-quarter onward. This about-
turn was caused by the global economic slowdown centered on the
United States, the main demand driver in this market. The recession
resulted in softer demand for both SLR and compact digital cam-
eras, leading to higher inventories and rapid price declines.

Under these conditions, we introduced distinctive products
grounded on our many years of optical design technology. These
products were smaller and lighter, and offered better dust-, moisture-
and water-resistance than previous models. The PENTAX Optio Wé0
compact digital camera (released in June 2008) recorded particularly
strong sales; this product is capable of two hours of continuous
underwater recording at a depth of 4 meters. In entry-class digital
SLR cameras, in October 2008 we released the PENTAX K-m, which
features a compact, light-weight body and intuitive operation,
enabling even novice users to take pictures with ease. This camera
was well supported by women and families. In January 2009, we
created excitement in the market by also releasing a limited-edition
white model of the PENTAX K-m.

In terms of product strategy, we emphasized both market posi-
tioning and sought to establish a low-cost operating structure in
light of the challenging business environment. We moved quickly to
implement early structural reforms, including integrating and elimi-
nating manufacturing bases in Japan and transferring production

lines overseas. We also undertook a review of all costs. Despite

PENTAX K-7

A wealth of advanced technolo-
gies are packed into the highly
mobile compact body of this
top-end model.

PENTAX K-m

This entry-class SLR includes
useful functions such as shake
reduction and automatic scene
recognition.




these efforts, however, sales in the Imaging Systems business fell

year on year against the backdrop of worsening market conditions.

Future Strategies

We will promote further cost-structure reforms by continuing to
enhance production efficiency and to rigorously cut fixed costs
across the board, from materials to personnel.

In product development, we are working to differentiate our
products by leveraging the Pentax brand and creating product
development roadmaps that accurately reflect market needs.
Meanwhile, we are pursuing a wide range of possibilities, includ-
ing alliances with other companies, as we strive to accelerate the
process from development to commercialization.

In digital camera products, we are using Pentax’s outstanding
features that enable shooting in different environments—including
water-, moisture- and shake-resistance and durability—to create unique
products guided by the core concept of “outdoor” photography.

Planning and development have proceeded based on this new
concept, and in June 2009 we released the vanguard K-7 model.
Full of functionality, it has drawn attention from a broad user base.

In interchangeable lenses as well, the merger with Hoya created
an integrated system for development and production, from glass
materials to lens modules. Going forward, we will capture synergies

to deliver new value.

Optio W60

The slim, light-weight body of the
Optio W60 is fitted with a 28mm 5x
optical zoom lens.

It is the first compact digital camera
capable of two hours of continuous
underwater shooting at depths of up
to 4 meters.

Sliding Lens System

Sliding Lens System

optical zoom.

A central lens block slides into place when the
lens is in storage position, enabling the cre-
ation of compact cameras with a high-power

Optical Components Business

SMALL-SIZE LENSES

In this business, Pentax manufactures and sells DVD/CD-
compatible hybrid lenses, Blu-ray pickup lenses, and plastic lens
units for digital cameras.

During the fiscal year under review, manufacturers of finished
AV equipment conducted production adjustments in response to
the slump in consumption from the third quarter on. The sudden
decline in demand resulted in lower earnings for this business.

In light of the expected growth of the Blu-ray market, Pentax is
working to enhance technological development and bolster its
lineup. Going forward, we will also focus on developing production
technology to ensure a stable supply of high-precision lenses, as
well as strive to improve yields and reduce costs. The company is
currently undertaking efforts to raise the efficiency of operations
through reviews of organizational structures and production bases.
At the same time, it is taking the merger with Hoya as an opportu-
nity to look at what synergies can be derived in respect of plastic

materials and new processing technologies.

LENS UNITS FOR DIGITAL CAMERAS

Pentax has begun production of optical lens units for digital cam-
eras, and is supplying custom-specified lenses to digital camera
manufacturers and their ODM and OEM partners both in Japan and
overseas. In particular, Pentax’s patented sliding lens system has
contributed greatly to reducing the size of compact digital cameras
with high-zoom lenses. Going forward, the Company will focus on

developing lens modules with limitless possibilities.

Blu-ray objective lens

This product uses ultra-high-
precision molds and shaping
technology to achieve stable
performance even from a
plastic lens.
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