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DENSO Corporation is a leading global supplier of advanced
automotive technologies, systems and components. DENSO works
hand-in-hand with all major automakers worldwide in the fields of
climate control, engine management, body electronics, driving control
and safety, and information and communications. DENSO also utilizes
its proprietary technologies and expertise in the fields of industrial
systems and non-automotive thermal systems. Since DENSO’s
establishment in 1949, our pioneering research and development and
superior quality products have spurred industry growth. DENSO
currently employs approximately 90,000 people in 31 countries and
regions including Japan.
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CAUTIONARY NOTE: FORWARD-LOOKING STATEMENTS

This annual report contains statements that describe our plans and expectations, as well as statements that report historical results. Our business performance is subject
to influence from external factors, such as economic conditions; currency exchange rates; laws, regulations, government policies, and political instability in principal
markets; and any events that would affect our ability to design, develop, manufacture, market, and win acceptance of new products and services. We therefore caution
readers that our actual results could differ materially from our plans and expectations.



On June 27, 2003, DENSO put in place a new senior management team. Hiromu Okabe,
formerly president and CEO, was appointed vice chairman, while Koichi Fukaya, a leading
exponent of our “Quality First” approach, and a manager with extensive leadership
experience both overseas and in Japan, was chosen as his successor. Akira Takahashi will
remain as chairman.

Koichi Fukaya’'s unstinting commitment to quality, the fundamental tenet of the DENSO
way, and his global outlook, make him the ideal choice to lead your company into this new
and challenging era in the automotive industry.

AKIRA TAKAHASHI / KOICHI FUKAYA = HIROMU OKABE
“Chairman President and CEO Vice Chairman




FINANCIAL HIGHLIGHTS

DENSO CORPORATION AND CONSOLIDATED SUBSIDIARIES
YEARS ENDED MARCH 31, 2003, 2002, AND 2001

Percent Percent Thousands of
Millions of yen change change *! U.S. dollars
2002*

2003 2002 unaudited 2001 2003/2002 2003/2002 * 2003
Net Sales: ¥2,332,760 ¥2,401,098 ¥2,183,062 ¥2,014,978 (2.8) 6.9 $19,439,667
Sales in Japan 1,325,637 1,277,865 1,277,865 1,245,830 3.7 3.7 11,046,975
Sales outside Japan 1,007,123 1,123,233 905,197 769,148 (10.3) 11.3 8,392,692
Net Income 111,018 72,313 70,800 60,799 53.5 56.8 925,150
Total Assets 2,354,657 2,361,048 — 2,343,328 (0.3) = 19,622,142
Shareholders’ Equity 1,397,888 1,421,212 — 1,451,211 (1.6) = 11,649,067
Capital Expenditures 171,108 193,599 183,977 140,447 (11.6) (7.0) 1,425,900
Depreciation 146,651 147,277 139,991 134,416 (0.4) 4.8 1,222,091
R&D Expenses 182,886 185,627 181,044 176,959 (1.5) 1.0 1,524,050

Percent Percent
Per Share: Yen change change *! U.S. dollars
Basic net income ¥128.37 ¥ 80.22 ¥78.54 ¥ 66.51 60.0 63.4 $1.07
Cash dividends 20.00 18.00 — 17.00 11.1 — 0.17

Number of Employees 89,380 86,639 — 85,371

Notes: 1. The figures for the year ended March 31, 2002 include the effect of an irregular 15-month reporting period, due to certain major overseas consolidated
subsidiaries and overseas affiliates (45 companies) deciding to change their year end to March 31 from December 31.
*1 The italicized figures for the year ended March 31, 2002 represent unaudited amounts calculated by management to reflect comparative income
statement information including the results of these overseas companies for the 12-month period ended December 31, 2001.
2. U.S. dollar amounts have been translated, for convenience only, at the rate of ¥120=US$1, the approximate exchange rate prevailing on March 31,
2003, the last trading day of the fiscal year.
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TO OUR SHAREHOLDERS

HIGHLIGHTS OF THE YEAR:

THRIVING IN AN UNCERTAIN ENVIRONMENT

The year ended March 31, 2003, was an excellent year for
DENSO. Although net sales dipped 2.8% to ¥2,333 billion,
due to the irregular 15-month reporting period at overseas
subsidiaries and affiliates in the previous fiscal year, net
sales rose 6.9% excluding this effect. We also posted net
income of ¥111 billion. On a comparable 12-month basis,
net income was 56.8% or ¥40.2 billion higher.

These results were achieved in a varied and uncertain
operating environment: while demand in our home market
was flat, an increase in car exports, particularly to North
America, boosted domestic car production. And despite
global geopolitical instability, which dragged down overall car
sales in both the United States and Europe, we expanded
sales of components to automakers in these markets. These
were the primary factors behind our higher sales.

The increase in sales, a relentless drive to develop
the most technologically advanced and cost-competitive
components, and an ongoing program of corporate
restructuring, were the main factors behind our improved
bottom-line profitability. Even after excluding non-
recurring extraordinary items, we still achieved an
impressive 20.2% increase in net income on a

comparable 12-month basis.

KOICHI FUKAYA
President and CEO

Returning profits to shareholders remains a high priority
for DENSO. And the year under review was no exception. We
repurchased 40 million shares of treasury stock to boost
capital efficiency and maximize value for shareholders,
while ROE improved to 7.9%, or 6.3% after excluding the
impact of the above-mentioned extraordinary items. We also
announced an annual dividend of ¥20 per share, an

increase of ¥2 per share on the previous period.

DENSO VISION 2005:

INTO THE FINAL STRETCH

We are now into the last stage of DENSO Vision 2005, our
long-term management initiative announced in January

1997. With the completion date fast approaching,
we formulated a three-year medium-
term plan in the fall of 2002, replete
with measures to guide us to our final
objectives of net sales of ¥2.5 trillion
and ROE of 8%.




In order to reach our top-line target, we are working to
increase sales to automakers overseas, wherever they
choose to operate. Strengthening our presence in new
growth markets such as China and the ASEAN* region will
also be key to growing sales. We believe we are making
good advances in all these areas. To attain our goal of ROE
of 8%, we are working to find additional cost savings,
increase returns on investments in new automotive fields,
and improve the profitability of our European operations.
These steps go hand-in-hand with efforts to streamline our
capital structure through an ongoing share buyback
program, and initiatives to improve asset turnover by
optimizing fixed assets.

Based on this approach, we are confident of achieving
the goals in DENSO Vision 2005. Therefore, we are now
looking further into the future to ensure that we continue
to deliver sustainable growth over the long term.

* Association of Southeast Asian Nations

ACHIEVING SUSTAINABLE GROWTH:

STAYING TRUE TO THE BASICS

With automakers under intense pressure to become more
competitive, the goalposts for DENSO are constantly being
moved. A round of mega-mergers and business tie-ups in the
auto industry has also thrown up new challenges for
automotive component suppliers, as automakers develop
common platforms to reduce sourcing costs and shorten

development cycles. At DENSO, we must respond to these

fundamental shifts and rolling demands from automakers for
the global supply of lower-priced, higher-quality, more
functional components. Overcoming these challenges will

not be easy.
But underpinned by our unshakeable
commitment to “Quality First,” we are
confident we can rapidly develop and
supply more cost-competitive, high

value-added products that anticipate

the needs of automakers and society.

To some people, the idea that quality can be improved
while paring back costs may seem contradictory. Not at
DENSO. In fact we believe that we can translate cost
savings into higher quality and enhanced functionality by
using our renowned technological and mono-zukuri*
capabilities. Continuing to build an optimal global supply
network, will also be vital to quickly take advantage of
business opportunities and efficiently provide customers
with competitively priced, high-quality components—
anywhere in the world.

Of course, realizing sustainable long-term growth is
not something that is achieved overnight, but we believe
our track record shows we have the ability and the
fundamentals in place to deliver.

* The art of making (zukuri) things (mono)



AUTOMOTIVE TECHNOLOGIES:
A RESERVOIR OF EXPERTISE

Our R&D efforts are focused on three
strategic areas: the environment, safety,

and information and communications.
In the environmental field, our technologies and products are
already having a positive impact on reducing the car’s
footprint on the environment. In the year under review,
these included the world’s first non-fluorocarbon air
conditioner using carbon dioxide (CO2) as the refrigerant,
an integral component of Toyota Motor Corporation’s fuel
cell hybrid vehicle (FCHV). Our diesel common rail system
was also chosen by Mazda Motor Corporation for its MPV
and Mazda 6 models, now on sale in Europe. These
systems achieve world-leading standards in reducing exhaust
gas emissions, and also comfortably clear the EURO 4
emission regulations that come into force in 2005.

In safety, we worked closely with Toyota to develop the
world’s first pre-crash safety system that automatically
tightens passenger seatbelts in the instant before a collision.
And we achieved another pioneering first with the development
of an electronic control unit (ECU) for an adaptive front
lighting system (AFS). This new system realizes significant

improvements in visibility for nighttime cornering.

In the information and communications field, we have
been channeling our resources into car navigation and
data communication technologies. This has paid off, with
a four-fold increase in our production of car navigation
systems over the last four years and the successful
development of a data communications module for
Toyota's G-BOOK telematics system. We believe our
considerable expertise in this field will hold us in good
stead as navigation systems evolve into advanced

information terminals providing a vast array of data

services for car users.




For more than 50 years, DENSO has worked to create a
pool of expertise in core automotive technology fields.
Maintaining and broadening this vital resource is now more
important than ever, as global trends show that the lines
between technological fields are blurring and new products
are increasingly the result of interdisciplinary development.
For DENSO, this represents a real growth opportunity:
our proven success in adapting tech-
nologies to new applications, and our
expertise in a wide range of fields,
means we are ideally positioned to
develop an entirely new generation of
products that transcend traditional

technological boundaries.
This, we believe, together with our commitment to “Quality
First,” represents another strength that sets us apart from

our peers.

DENSO: A COMPANY TO RELY ON
In an increasingly unpredictable world, characterized by
seismic shifts in operating environments and breathtaking
technological innovation, companies like DENSO are few
and far between—we have shown time and again that we
can stay the course and deliver stable growth, no matter
what changes have occurred. And importantly, we have
achieved this organically, based on our ability to supply
automakers with a steady stream of highly reliable
products. As a result, we have been able to provide
shareholders with a stable return on their investment.
Finally, | am greatly honored to have been appointed
DENSOQO'’s new president and CEO. | am wholly committed
to leading your company to further success as we take on
the challenges of a new era in the automotive industry. |
ask you to join us as we open an exciting new chapter in

DENSOQ'’s corporate history.

July 2003

KOICHI FUKAYA President and CEO



CORPORATE GOVERNANCE

DECISION-MAKING AND
MONITORING FRAMEWORK

DENSO operates under a system of
autonomous business group management.
Daily operations are entrusted to
directors in charge of business groups,
ensuring rapid and flexible decision-
making, while important management
issues are discussed at weekly Executive
Board Members Meetings, which are
attended by all DENSO directors from
the senior managing director level
upward. Final decisions on issues
discussed at Executive Board Members
Meetings are made by the Board of
Directors, which is also responsible for
monitoring the business conduct of each
director in charge of DENSO’s business
groups. As a rule, the Board of Directors
meets more than once a month to
decide on important management
matters stipulated by law and the
Board'’s regulations.

DENSO'’s Board of Corporate
Auditors consists of two standing
auditors and three external auditors. The
number of external auditors was recently
increased to three to enhance corporate
governance and introduce a more
independent perspective. This additional
post was filled by Tamiki Kishida, an
academic expert in business administra-
tion. Corporate auditors participate in
meetings of the Executive Board
Members and Board of Directors, to
monitor whether management decisions
are being made in a proper manner and
in accordance with relevant regulations.
They are also responsible for monitoring

the business conduct of directors and

BOARD OF CORPORATE
AUDITORS
s
GENERAL MEETING
OF SHAREHOLDERS | BOARD OF DIRECTORS AUDIT DEPARTMENT

N2

BUSINESS GROUPS

CORPORATE ETHICS

COMMITTEE
EXECUTIVE BOARD RISK MANAGEMENT
MEMBERS MEETINGS COMMITTEE

DENSO’S CORPORATE GOVERNANCE SYSTEM

for auditing the operations and financial
position of all the company’s domestic
and overseas subsidiaries and affiliates.
In addition to these legal require-
ments, DENSO operates an Audit
Department in order to ensure more
robust operations. This department is
mandated to carry out various site audits
that go beyond investigations of legal

compliance.

CORPORATE ETHICS AND RISK
MANAGEMENT

In 1997, DENSO established a Corporate
Ethics Committee to strengthen its
compliance activities. This committee
is responsible for making sure DENSQ’s
operating activities are carried out in
accordance with all relevant laws and
regulations and the company’s own
ethical code. In 1998, the committee
formulated a document titled The
DENSO Code of Business Conduct,
outlining the company’s policy on the
expected behavior of all DENSO

associates. Revisions to the code were

carried out in 2002 with the inclusion
of specific examples to provide practical
advice on key legal and ethical issues
associates may face. This document is
distributed throughout the company, and
is used in training programs on corporate
ethics for all associates at every level of
the organization.

Plans are also on the table to
establish a confidential helpline to allow
associates with knowledge of business
misconduct or violations of the code to
readily report their information, thereby
enabling the rapid identification and
resolution of any issues arising.

DENSO has always taken a
thorough approach to risk management.
However, because of the global nature
of its business, the Company is
exposed to an increasingly wide range
of risks. In response, DENSO
established a Risk Management
Committee in May 2003, to lead the
DENSO Group in avoiding, rapidly
detecting, assessing, and managing

this risk.



TECHNOLOGY INVESTMENT:
STAYING THE COURSE

= A sustained commitment to research has led to an
ever-growing portfolio of DENSO products
* The innovative reapplication of core technologies in

new ways and in new fields has been the catalyst for

DENSO’s growth

THE HISTORY OF DENSO IN PRODUCTS

EXPERTISE IN ALL KEY
AUTOMOTIVE FIELDS
Since DENSO was founded, the emerging
needs of automakers, society and car
users have consistently guided our
decisions on investment and research into
new technologies. These decisions have
resulted in an independent knowledge
base in all the key automotive technology
fields, allowing us to rapidly respond to
shifts in any area of the industry.
Enduring relationships with automakers
and DENSOQ's foresight have played a
vital role in our ability to respond to
future market needs. Joint research and
product development programs with
automakers have also spawned a raft of
groundbreaking products—from advanced
engine management systems to cutting-
edge components for hybrid electric
vehicles (HEVs).
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Underpinned by our bold management
decisions, we have channeled our
resources into three main areas that
anticipated emerging needs: climate
control technology, automotive electronics,
and communications technology. Beyond
paying dividends in the form of new
technologies or products, our sustained
and long-term commitment to research
in these areas has directly led to new
business opportunities and products in
related fields. We believe our strength
across these core technological areas
represents a clear DENSO difference

that our rivals find hard to emulate.

A KEY REVENUE STREAM:

CLIMATE CONTROL TECHNOLOGY
DENSO'’s current strength in car air
conditioning products was born out of
heat exchange technology used in early
car radiator components. In the 1950s,
when household air conditioners were
still a luxury, the market for car air
conditioners was given scant attention by
automotive component suppliers and

automakers alike.

m Electronic Skid Control
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m0xygen Sensors
B

DENSO, however, made a conscious
decision early on to start an independent
development program, based on the
belief that air conditioners would soon
become an indispensable option in cars.
This move has been vindicated: as times
have changed, consumers have wanted
more from the automobile than just a
means of getting around, with growing
demands for better safety and improved
cabin comfort. Thanks to our climate
control technology, passengers and
drivers now enjoy more in-car comfort,
while the success of our car air condi-
tioner products is one of the main
reasons for DENSO’s robust financial
position today. In fact, our thermal
systems business has blossomed into a
key revenue stream, one that provided

35.6% of net sales in the past year.

mCar Navigation Systems

= Airbag ECU and Sensing System
mTraction Control

m Anti-lock Braking
Systems (ABS)

u Electronically Controlled Diesel Engine

Management Systems

u Microprocessor Automatic Air Conditioners
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THE CATALYST FOR CHANGE:
AUTOMOTIVE ELECTRONICS

At DENSO, we realized early on that
electronics would be fundamental to the
future of the automobile, prompting us
to establish an IC Research Laboratory in
1968. This step allowed us to take a
pioneering lead in the development of
automotive electronics. More than three
decades of work in this field has resulted
in semiconductors becoming one of our
core technologies, and has directly led to
a raft of groundbreaking products. These
products have subsequently played an
important role in driving advances in
automotive electronics, a good example
being the electronic fuel injection (EFI)

system we launched in 1972.

(TRC) Systems

m Alternative Refrigerant Air Conditioners

mDiesel Common Rail Systems
= Air-Fuel Ratio Sensors

This groundbreaking success was the
starting point for the development of a
range of engine management-related
products that control the whole
powertrain process, from air induction
through combustion and exhaust. These
products showcase how we applied our
expertise in automotive electronics to
respond to stricter emissions regulations

and calls for more efficient engines.

INFORMATION &
COMMUNICATIONS

DRIVING CONTROL &
SAFETY

BODY ELECTRONICS

uNon-Fluorocarbon
CO02 Air Conditioners
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Our know-how in automotive elec-
tronics has also been harnessed and
applied to climate control components,
helping to improve cabin comfort. We
achieved a major leap forward in this
area in 1971, with the launch of an air
conditioning system that automatically
controlled cabin temperature in accor-
dance with manual switch instructions—
something we take for granted today, but
a pioneering development at the time.
This system was one of the first steps in
an ongoing R&D program that led
most recently to the development of a
four-seat independent air conditioning
system in 2002. Without a doubt, our
dominant position in car electronics has
been founded on this kind of relentless

development and innovation.

TRANSFORMING THE CAR ITSELF:
COMMUNICATIONS TECHNOLOGY
DENSO entered the communications
field at the same time it moved into
automotive electronics. Initial research
focused on developing radio technology

to create communications systems

specifically designed for the car. Results
were soon in coming with the launch of
our first car transceiver in 1973. And in
1985, following the deregulation of the
telecommunications industry in Japan,
we used this knowledge to begin the
development of car and mobile phones.
This investment gave us the technology
and expertise to become a player in the
nascent market for intelligent transport
systems (ITS) and telematics products.
During the past year, our efforts in this
area have culminated in the launch of a
data communications module for
Toyota's G-BOOK telematics system,
which offers users high-speed seamless
Internet connectivity while on the move.
With this kind of product, DENSO is
driving the pace of change in the
industry as the car increasingly becomes
a mobile terminal integrated into
information networks.

DENSO was also among the first in
the industry to start development of car
navigation systems in the 1980s,
achieving a pioneering success in 1987
with the launch of a car navigation
system using digitized map data stored
in on-board CD-ROMs. Car navigation
systems are rapidly becoming highly
advanced information and communication
terminals offering a range of new
services for car users. Not surprisingly,
DENSO is at the forefront of this

revolution too.



FUSING DENSO TECHNOLOGIES IN
INNOVATIVE WAYS

DENSO has grown in tandem with its
technological capabilities. This is no
coincidence—the innovative reapplication
of core technologies in new ways and in
new fields has been the catalyst for our
growth. Now, as the pace of change in
our business environment accelerates
and product categories merge at an even
faster speed, DENSO is being asked to
raise its game to new heights to create
the kind of groundbreaking products that
society and automakers need. We believe
that fusing core technologies in exciting
new ways is the key to our future growth.

Here we outline just two examples:

ENGINE/AIR CONDITIONER PARALLEL
CONTROL

One example of how we are merging core
technologies is a new air conditioner
compressor launched in 2001. Until the
launch of this component, compressors
had been designed to shut down briefly
during acceleration to reduce the load on
the engine. This eliminated any drag on
engine performance, but it also meant

the air conditioner stopped functioning

AIR CONDITIONER
COMPRESSOR WITH
PARALLEL CONTROL
FUNCTIONS

CAR NAVIGATION
SYSTEM-LINKED

ENGINE ECU

for a time, leading to deterioration in
cabin comfort. DENSO’s latest compres-
sor solves this problem—compressor
drive torque is more carefully controlled
to match car speed without requiring a
total shutdown. This ensures the air
conditioner keeps running and optimum
cabin comfort is maintained. Only our
depth of expertise in both climate
control technology and engine manage-

ment systems in automotive electronics

made this proprietary innovation possible.

CAR NAVIGATION SYSTEM-LINKED
ENGINE ECU

Another example is an engine electronic
control unit (ECU) that uses information
gleaned from car navigation systems to

make appropriate adjustments to the

car’s gears when road conditions change;
braking into a corner for instance. This
brings enhancements to both drivability
and safety. At DENSO though, we
believe this represents only the first step
in the evolution of car navigation
systems and their combination with other
automotive systems. In fact, we are
currently developing products that
channel car navigation system data into
safety and air conditioning systems to
improve protection, drivability and
comfort for car users. One example is a
control unit for a new adaptive front
lighting system (AFS). This system
monitors steering angle and vehicle
speed while turning and redirect
headlamps individually, thereby ensuring
a full, well-lit view for safer driving at
night while cornering. By linking the AFS
control unit to the navigation system, the
control unit will make highly accurate
headlight adjustments in anticipation of

road conditions ahead.

11
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COST REDUCTION:
RELENTLESS IMPROVEMENT

= At DENSO, reducing costs and improving quality are

intrinsically linked

* Finding more cost-efficient ways to manufacture new
and existing products is an enduring DENSO theme

ENHANCING QUALITY AND
REDUCING COSTS IN TANDEM

For DENSO, making cheaper products is
not a goal in itself. But developing cost-
competitive products that meet the
needs of society and automakers, while
adhering to our commitment to “Quality
First,” is. For us, improvements in cost
and quality go hand-in-hand.

We are employing a number of
approaches to reduce costs: standardiza-
tion of parts; smaller, lighter components
with greater functionality; modularization;
shorter development times; and stream-
lined manufacturing processes. At the
earliest stages of the product development
process, we bring together design and

production engineers to make sure all

LASER RADAR

FOR ACC SYSTEMS

these approaches are adhered to and
realized, because creating products that
are more cost competitive is a vital
consideration right from the birth of a
new product. It is this kind of approach
that allows us to achieve one of the holy
grails of the automotive component
industry—reducing costs and enhancing
quality at the same time—another clear
DENSO difference.

COMPONENTS: SMALLER,
LIGHTER, MORE FUNCTIONAL

This year saw the launch of a whole range
of new components that are smaller,
lighter, and more functional than their
predecessors, and consequently cost less

to produce. Our family of heat exchange

components—evaporators, condensers
and heater cores for air conditioners, and
radiators for engine cooling—is one
example. New versions of all these
components were launched in the past
year, all with enhanced heat-exchange
efficiency, and all boasting improvements
in weight and width reductions of
between 20% and 40%*. Because all
these products are essentially built
around the same basic structure: flat,
compressed tubing with internal and
external fins for maximum heat-exchange
performance, we were able to apply
advances in functionality and design
across this entire range. The result? All
these DENSO heat-exchange components
are now class-leaders in weight and size
in their respective product categories.

The latest version of our laser radar
for adaptive cruise control (ACC) systems
is another example of how we are seeking
to design components that are smaller,
lighter, and more functional. Launched in
January 2003, this radar, which provides
distance data on obstacles such as
preceding vehicles, is 50% lighter than
previous components, thanks to the
increased use of plastic, while size has
been reduced by 30%. Despite these
reductions in size and weight, the
DENSO-developed wide-angle collecting
lens in the radar is now capable of
detecting obstacles over a wider horizon-
tal plane than any other rival product on
the market.

* Comparisons made on the basis of identical
performance.



FUEL INJECTOR
(UC-TYPE)

MANUFACTURING: THE
CONSTANT SEARCH FOR A
BETTER WAY

DENSO production engineers help devise
production techniques at the earliest
stages of the design and development
process, advising design engineers on
how to create components that are
simpler to manufacture. This approach,
born out of years of manufacturing
experience, leads to products that are
both lower in cost and higher in quality.

One example of how we are doing
this is our latest UC-type fuel injector,
which we began delivering to customers
in September 2002. By moving to a
hollow needle valve, we achieved overall
weight reductions, while improvements
made to magnetic circuits resulted in
industry-leading fuel injection respon-
siveness.

These changes were made possible
by valuable contributions from production
engineers. They were able to realize the
hollow needle valve concept, despite
cost issues and significant problems
presented by precisely manufacturing

the guide section on the valve to allow it

to slide smoothly within the valve seat.
Our production engineers overcame this
hurdle by turning the problem on its
head: incorporating the guide section in
the valve seat, instead of the valve
itself. This resulted in a simplified
needle valve that is both cheaper and
easier to manufacture.

Employing a unique DENSO-
designed ultra-precise injection nozzle,
this fuel injector is capable of delivering
a fuel spray of 50-micron particles, finer
than any rival components on the
market. A finer fuel spray means more

efficient combustion, resulting in a

lower volume of residual hydrocarbons in
exhaust emissions.

Despite the highly advanced
machining techniques needed to realize
the improvements to the needle valve
and nozzle, our latest fuel injector
components are now made using
significantly fewer production processes—
approximately 30% less than the
previous CllI-type fuel injector. And
thanks to a streamlined production
process, we successfully reduced capital
expenditure by approximately 30%. More
strikingly, compared to the Blll-type, a
fuel injector two generations before
this latest component, production
processes and capital expenditure have
been reduced by 60% and 70% respec-
tively. This is leading to quality improve-
ments too, due to the likelihood of fewer
production errors in a streamlined and

simplified manufacturing process.

INCREMENTAL FUEL INJECTOR IMPROVEMENTS

MANUFACTURING PROCESSES

1989 1995

60% down

CAPITAL EXPENDITURE

70% down

2002 1989 1995 2002
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GLOBAL OPERATIONS:
EXTENDING OUR REACH

= Japan: Developing a new
added products

generation of high value-

* The Americas: Enhancing the manufacturing and

supply framework in response to sales expansion

= Europe: Growing sales of car air conditioners and
diesel common rail systems

» Asia & Oceania: Building sales and supply networks

in response to an expanding market

JAPAN

In Japan, a stable but maturing car
market in terms of units produced, there
is little anticipation of a significant
increase in market growth. DENSO is
therefore working to grow its domestic
business by focusing on the development
and production of a new generation of
high value-added products in three
strategic areas: the environment, safety,
and information and communications.
The year saw the launch of a number of

exciting products in all these areas. Two

THE DENSO GLOBAL NETWORK

developments in information and
communications stood out. First was
the launch of a data communications
module for Toyota’s G-BOOK telematics
system. Second was the creation of a
joint venture with Robert Bosch GmbH
of Germany in May 2003, to develop
components for car navigation and
multimedia systems. We believe this
international alliance will help us to
create superior car navigation equipment,
and ultimately help us to increase sales

of these products worldwide.
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THE AMERICAS

In addition to strong car production in
North America, DENSO boosted earnings
on the back of new business from General
Motors Corporation (GM) and Ford Motor
Company (Ford). GM has named DENSO
its Supplier of the Year for the tenth
consecutive year, recognizing our
advanced technological capabilities and
our reputation as one of the most trusted
automotive suppliers in the industry.
Motivated by these successes, we are
strengthening our supply framework in
the region, particularly for engine-related
components. Actions included dividing
DENSO Manufacturing Tennessee, Inc.
(DMTN) into two companies. This
company’s Athens facility was spun off to
become DENSO Manufacturing Athens
Tennessee, Inc., and will increase pro-
duction of oxygen sensors, fuel injectors,
ignition stick coils, and other compo-
nents. The Maryville facility, which will
continue to be called DMTN, recently
started production of segment conductor
alternators, expected to become the most
common next-generation alternator in the
years ahead. Other developments in the
region included the creation of a joint
venture with Group company Kyosan
Denki Co., Ltd. to expand production of
fuel pump modules and other components
in the United States, and the start of pro-
duction of variable camshaft timing (VCT)
components in Mexico, to further build on
our leading global share in this product
category. Plans are also on the table to
establish a sixth thermal product facility
in North America in response to stronger

sales to the Big Three car makers.



DENSO MANUFACTURING
TENNESSEE, INC.

EUROPE

In Europe, DENSO is focusing on
boosting sales of car air conditioners,
diesel common rail systems, gasoline
engine management systems, and car
navigation systems. In car air conditioners,
we believe Europe offers great promise
as a growth market. Forecasts show that
65% of all cars on European roads will
be fitted with air conditioners by 2005,
compared to around 50% at present. In
order to tap this demand, we are
reinforcing our air conditioner supply
framework. In addition to plants in
Germany, the U.K., and lItaly, the
production of car air conditioners will get
under way in the Czech Republic during
2003. We have also set up an air
conditioner manufacturing company in
Turkey. Diesel-powered cars have always
been popular in Europe, but their
popularity continues to grow—around
40% of all new cars sold in the region
now have diesel engines. DENSO is
naturally seeking to capture a larger
share of this demand with products such
as its 1,800-bar diesel common rail
system. Production of these systems
started at DENSO Manufacturing

Hungary during the year under review.

In gasoline engine management systems,
we began production of VCT components,
with the manufacture of other engine-
related components set to start before
the end of 2003. Finally, supported

by our new alliance with Bosch, we

hope to expand sales in the European
market for car navigation systems,
building on steady sales already achieved

in the past year.

ASIA & OCEANIA

DENSO is actively strengthening its sales
and supply networks in this region in
anticipation of higher demand for
automotive components in the rapidly
growing Asian market. China, which is
poised to become the world’s third
largest producer of automobiles after the
United States and Japan, will of course be

a key market. Consequently, in order to

1,800-BAR DIESEL

COMMON RAIL
SYSTEM

reinforce our sales presence in the country,
we established a new regional headquarters
in Beijing. Our manufacturing capabilities
were also strengthened with the creation of
a joint venture in Guangzhou to manufac-
ture car air conditioners, DENSQ'’s seventh
manufacturing facility in China. This was
followed by the start of instrument cluster
production at the DENSO plant in Tianjin.

Thailand is rapidly becoming the
regional hub of the car industry,
evidenced by a dramatic increase in local
production in recent years. In response,
we have upgraded our presence in the
country. This included strengthening our
sales activities through the separation of
the sales division of DENSO (Thailand)
Co., Ltd. into a new company, and the
creation of a joint venture with Kyosan
Denki to manufacture fuel pump modules.
Production of diesel common rail systems
for pick-up trucks is also set to begin in
the country in 2004.

In South Korea, a market with real
potential and already the world’s fifth
largest producer of automobiles, we
made a strategic investment in Doowon
Climate Control Co., Ltd. This move was
made with a view to building a foothold
in the country’s growing market for car

air conditioners.
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SOCIAL RESPONSIBILITY:
AN ENDURING COMMITMENT

= Real progress in reducing the environmental footprint
of DENSO products and operations

» Ranked as one of Japan’s leading companies in
corporate social responsibility (CSR)

DENSO ECOVISION 2005

As awareness of global environmental
issues grows, corporations are being
asked to play a greater role in addressing
these problems. In June 2000, we
announced DENSO EcoVision 2005, the
cornerstone of our ongoing efforts to
protect the environment. This vision
outlines four key policies: promoting
environmental management, encouraging
environmentally friendly product
development and design, reducing the
impact of our operations on the environ-
ment, and enhancing disclosure. DENSO
EcoVision 2005 underpins the real
progress we have made so far in efforts
to reduce our environmental footprint. In
this section we look at just some of our

recent initiatives.

ENVIRONMENTAL MANAGEMENT
In December 1992, we established the
DENSO Environmental Committee,
chaired by the president, with the express
aim of promoting environmental manage-
ment across the entire compass of the
Group’s operations. This committee is

responsible for discussing and formulating

performance targets and measures for
group-wide environmental activities, and
assessing progress and results. In 2003,
we reorganized the environmental
management structure by concentrating
responsibility for three areas—products,
manufacturing, and communication—
in individual subcommittees. Each
subcommittee is chaired by a member of
the board of directors, reflecting the
importance we attach to these activities.
In order to promote environmental
management throughout the Group, we
established a system in 2002 to share
environmental information. This ensures
that all areas of our operations are on the
same page regarding environmental
enhancements and regulations, and
enables DENSO to more closely monitor
and guide Group companies in their

environmental activities.

ENVIRONMENTALLY FRIENDLY
PRODUCT DEVELOPMENT AND
DESIGN
DENSO has consistently developed
products that take environmental issues
into consideration. The past year was no
exception with the development of the
world’s first non-fluorocarbon car air
conditioner that uses COz as the
refrigerant. This product, developed for
Toyota's fuel cell hybrid vehicle (FCHV),
has a significantly reduced impact on
the environment, thanks to its use of
CO2. The global warming coefficient of
CO2 is 1/1,300 that of the most com-
mon existing refrigerant, HFC-134a,
making it an ideal candidate as the next-
generation air conditioner refrigerant.
Our efforts to develop and design
environmentally friendly products aren’t
restricted to new components; we are also
actively seeking ways of reducing the
environmental impact of existing products.
A perfect example is electric motors.
DENSO produces a wide variety of
automotive electric motors, with between
30 and 60 of these components used in

a single vehicle. However, brushes in

NEW ENVIRONMENTAL MANAGEMENT STRUCTURE

SUBCOMMITTEES

DENSO
ENVIRONMENTAL -1
COMMITTEE

PRODUCTS MANUFACTURING COMMUNICATION

BUSINESS GROUPS

GROUP COMPANIES



electric motors can contain small
quantities of lead, a substance with a
potentially damaging impact on the
environment. In March 2003, we reached
an important milestone by completing the
switch to lead-free brushes for all
automotive electric motors manufactured
by DENSO. Our motors now conform to
new European legislation that prohibits
the use of lead brush motors in new
models sold after July 2003. DENSO
became the first global automotive
component supplier to conform to this

new regulation.

REDUCING THE IMPACT OF DENSO
OPERATIONS ON THE ENVIRONMENT
DENSO is working to reduce the
environmental impact of manufacturing
and distribution processes integral to the
creation of its products. Key objectives
include the elimination of landfill waste
and the reduction of CO2 emissions and
other substances that can have a
negative affect on the environment.
Considerable progress has already been
made in these areas. In November 2002,

we achieved a long-sought-after goal

ENVIRONMENTAL

EDUCATION PROGRAM,

‘ECO-RANGER 21°

when all 14 of our operating sites in
Japan succeeded in eliminating the
generation of all landfill waste, including
general waste. By recycling waste as a
valuable resource instead of disposing
of it, we are helping to protect the
environment, and saving approximately
¥100 million per year in waste disposal
expenses in the process.

In reducing emissions of COz, in
terms of the ratio of CO2 emissions to net
sales, we have reduced total CO2 emis-
sions by 25% compared with 1990, the

year we began our efforts in this area.

ENVIRONMENTAL DISCLOSURE
DENSO is committed to the active
disclosure of environmental information
to all its stakeholders. We believe that by
providing more information to society as
a whole, we can promote better under-
standing of our environmental initiatives.
Publishing regular environmental
reports*, holding dialogues with stake-
holders, and offering plant tours, are
just some of the ways we are working to
foster understanding and improve

communication with the community.

ENVIRONMENTAL
REPORT 2003

Our website is also an important window
on the DENSO world, allowing anyone
access to detailed information on our

environmental activities.

INTERNATIONAL RECOGNITION
FOR CORPORATE SOCIAL
RESPONSIBILITY (CSR)

Growing interest by investors and markets
in CSR has led to the creation of Socially
Responsible Investment (SRI) indexes.
SRI indexes identify and highlight best
practice in CSR by listed companies in
areas such as promoting environmental
sustainability, upholding relevant laws
and regulations, and community involve-
ment. DENSO has been ranked as one of
the leading companies in CSR by two
influential SRI indexes: the Dow Jones
Sustainability Index (DJSI) World and the
FTSE4Good index, highlighting the
international recognition we have earned
for CSR.

DJsSI

* For people wishing to receive a hard copy of

the DENSO Environmental Report, please

visit our website at www.globaldenso.com or

refer to the contact details on the inside

back cover of this annual report.
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REVIEW OF OPERATIONS BY SEGMENT

THERMAL SYSTEMS

RESULTS

Sales in Thermal Systems dipped 4.7% to ¥830 billion.
However, sales grew 8.6% after excluding the effects of a
change in the fiscal year-ends at overseas subsidiaries and
affiliates in the previous year. This increase was primarily the
result of higher global car production, with more than half of
this increase coming from the Americas. In addition to higher
sales to Japanese automakers, Thermal Systems succeeded in

expanding sales to GM and Volkswagen AG.

MAIN PRODUCTS

e Climate Control Products
Air conditioning systems for cars, buses, and construction
equipment, truck refrigeration units, and air purifiers

e Engine Cooling Components
Radiators, cooling fans, intercoolers, oil coolers, front-end

modules, and cooling modules

NEW PRODUCTS

e Front-end modules integrating a radiator, condenser,
electric fan, engine inter-cooler, and front-frame carrier

e The world’s first non-fluorocarbon air conditioner using CO2

as refrigerant

f, ’
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AIR CONDITIONING
UNIT

e Slimmer, more efficient evaporators, condensers, and heater
cores for air conditioning systems and radiators for engine cooling

e The world’s first hot gas heater system, employing compo-
nents used in the air conditioner cooling cycle to create an

auxiliary heat source

OVERVIEW

Car air conditioners account for more than 80% of sales in
Thermal Systems, and DENSO car air conditioners have
consistently held the top spot in the global market since
1990, currently boasting a market share of around 25%.
DENSO is aiming to boost its share of the global car air
conditioner market to 30% by 2005, based on efforts to
increase overseas sales. A clear roadmap has been created to
achieve this objective: increasing business in European and
Asian markets, which are projected to grow as more cars are
fitted with air conditioners; expanding sales in the United
States; and developing cost-competitive next-generation
products. DENSO is also continuing to strengthen its supply
framework in every major region as part of its efforts to boost
market share. In the year under review, manufacturing
capabilities were strengthened in the Czech Republic, Turkey,
South Korea, and China. Plans are also on the table to
establish a sixth thermal product facility in North America.
Meanwhile, the development of innovative air conditioners
that further enhance cabin comfort, consume less energy, and
use natural refrigerants continues. The past year saw major
strides in this area with the development and launch of
pioneering climate control products such as a non-fluorocarbon

COz2 air conditioner and a hot gas heater system.

COMPRESSOR FOR NON-FLUORO-
CARBON CO: AIR CONDITIONER

COOLING MODULE



POWERTRAIN CONTROL SYSTEMS

RESULTS

Sales in Powertrain Control Systems grew 2.7% to ¥515 billion,
or 11.6% excluding the effect of the new fiscal periods overseas.
This increase was mainly attributable to higher sales in Japan
and North America. Gasoline engine-related components,
including VCT components, ignition stick coils, fuel injectors,
and exhaust gas sensors sold well to the Big Three, Toyota, and
Honda Motor Co., Ltd.

MAIN PRODUCTS

e Diesel Engine-Related Products
Diesel engine management systems and their constituent
components (common rail systems, and others)

e Gasoline Engine-Related Products
Gasoline engine management systems and their constituent
components (fuel injectors, fuel pumps, VCT components,
throttle bodies, air flow meters, ignition coils, exhaust gas
sensors, ceramic substrates, and others)

e Transmission Control Components

Automatic transmission (AT) control valves, and AT solenoids

NEW PRODUCTS

e Diesel common rail systems achieving the world’s highest
injection pressure of 1,800 bar and five injections per
combustion stroke

e | ong-life iridium spark plugs for natural gas engines

e Fuel injectors capable of delivering a fuel spray of
50-micron particles

e Accelerator pedal module with a non-contact sensor that
uses a Hall IC to detect accelerator pedal travel

e Miniature AT linear solenoid components achieving a 70%
reduction in solenoid size compared to previous components

e Highly precise purge valves to prevent leakage of hydrocarbon
emissions from fuel tanks

e ECUs for the world’s first adaptive front lighting system
that automatically adjusts the direction of headlights to

improve visibility during nighttime cornering

OVERVIEW

Powertrain Control Systems develops and manufactures a wide
variety of products for both gasoline and diesel powertrains.
The product lineup encompasses the whole powertrain
process, from air induction through combustion and exhaust.
DENSO is working to increase sales centered on components
for gasoline engines and common rail systems for diesel
engines, as well as enhancing its global supply framework.

In the past year, in addition to the domestic production of
common rail systems, manufacturing got under way in
Hungary, while production of these systems is also set to begin
in Thailand in 2004. Similarly, VCT component manufacturing
is also becoming more global, with the start of production in
Hungary and Mexico.

Looking ahead, DENSO is targeting further advances in
engine fuel efficiency and working to meet increasingly stringent
emission regulations. One product currently in development is a
next-generation common rail system that uses piezo injectors.
This system will help to further reduce concentrations of harmful

substances in emissions and reduce diesel engine noise.

SUPPLY PUMP FOR
COMMON RAIL SYSTEM

VCT COMPONENT CERAMIC
SUBSTRATES
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ELECTRONIC SYSTEMS

RESULTS

Sales in Electronic Systems slipped 2.1% to ¥346 billion, but
increased 6.6% excluding the effect of the irregular reporting
periods at overseas subsidiaries in the previous year. More than
half of this increase came from Japan, where engine ECUs and
automotive sensors were standout performers. Most of the
remaining increase primarily came from Asia, on the back of

strong sales of engine ECUs and instrument clusters.

MAIN PRODUCTS

e Body Electronics Products
Instrument clusters, integrated climate control panels,
smart keys, remote keyless entry controllers, rear and corner
sonars, car security systems, and body ECUs

e Engine-related Components
Engine ECUs

e Electronic Components and Devices

Microcontrollers, hybrid ICs, relays, and semiconductor sensors

INSTRUMENT
CLUSTER

NEW PRODUCTS

e Head-up displays for the night view system, the first product of its
kind in the industry offering infrared assisted vision

e The world’s first integrated component combining an electronic
driver unit and an ECU for common rail systems

e |nertial sensors for vehicle stability control with controller-area-

network (CAN) protocol capabilities

OVERVIEW

Electronic Systems develops and manufactures engine ECUs,
a wide range of body ECUs, instrument clusters, semiconductor
sensors, and related IC components. Instrument clusters is
just one of the product categories where DENSO has captured
the leading global share, maintaining this position for more
than ten years. DENSO also started production of instrument
clusters in China in the past year, a promising market for
these components. With a growing trend towards automotive
component systemization and modularization, electronic
systems are becoming more complex—electronic components
are now unquestionably the basic building block of the
modern automobile. DENSQ'’s broad knowledge base across all
automotive fields, and its years of experience in developing
both hardware and software, will be key to its future, competi-
tiveness. In order to rapidly develop the kinds of products
society and automakers need, Electronics Systems is
enhancing cooperation with other DENSO business segments
and partners outside the Group. It is also working to generate
higher sales overseas as it aims to become the global leader in

the automotive electronics field.

ENGINE ECU

INERTIAL SENSOR



ELECTRIC SYSTEMS

RESULTS

Sales in Electric Systems declined 6.4% to ¥270 billion, but
increased 3.2% excluding the effect of the irregular reporting
periods in the previous year. This increase was primarily
achieved on higher sales of driving control and safety products,
such as airbag sensors and ECUs, ABS actuators, and electric
power steering systems. In addition to sales growth in Japan,

sales to Japanese automakers based in the Americas also rose.

MAIN PRODUCTS

e Engine-related Components
Starters and alternators

e Components for HEVs
Integrated starter generators (ISGs), DC-DC converters,
battery ECUs, electric power steering motors and ECUs

e Driving Control and Safety Products
Airbag sensors and ECUs, ABS actuators and ECUs, laser
radars and ECUs for ACC systems

NEW PRODUCTS

e Side impact sensors (SIS) for airbag sensing systems,
50% smaller than previous components

e Japan'’s first rollover detection system that automatically
deploys side-curtain air bags in the event of a rollover

e Brake control units that control braking as part of vehicle

stability control (VSC) and ACC systems

SEGMENT CONDUCTOR (SC)

ALTERNATOR

e Japan'’s first semiconductor wheel speed sensor capable of
detecting reverse rotation

e The world’s first millimeter-wave radar and ECUs for pre-crash
safety systems, which automatically tighten passenger
seatbelts in the instant before a collision

e Electronic front sensors for airbag systems

OVERVIEW

Electric Systems is focusing on winning more overseas
business. In particular, this strategy is based on expanding
sales in North America and Europe of value-added, cost-
competitive electric components, such as segment conductor
(SC) alternators. SC alternators, launched in 2000, are
lightweight components capable of efficiently generating a
higher power output, and are expected to become the next de
facto standard. Production of these components got under way
in the United States in the past year.

DENSO is aiming to become a leading global supplier of
HEV products, based on extensive experience in developing
components in this field, particularly ISGs. R&D projects are
currently focused on developing a new family of HEV products
designed to meet the emerging needs of automakers and society.

As car safety becomes an increasingly important selling
point for automakers due to growing consumer concerns,
Electric Systems is channeling resources into the promising,
high-growth field of driving control and safety. In the past
year, DENSO launched a number of innovative new products
in the area of passive safety, including a pre-crash safety
system and a brake control unit. Next-generation products,
such as SIS and ACC radar components, which are more cost-
competitive, smaller, and more functional than preceding

versions, were also launched.

INTEGRATED STARTER
GENERATOR (ISG) RADAR

MILLIMETER-WAVE
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SMALL MOTORS

RESULTS

DENSO's small motors business increased sales to ¥172 billion,
up 2.7%, or 9.6% excluding the effect of the irregular reporting
periods in the previous year. Sales were boosted by higher
production by Japanese automakers based at home and abroad,

particularly at their operations in North America and Asia.

MAIN PRODUCTS
Windshield wiper systems, windshield washer systems, power

window motors, and other automotive motors

NEW PRODUCTS

e Motors for variable gear ratio steering systems—these
systems enhance steering responsiveness in reaction to
vehicle speed

e Smaller, lighter power window motors using internal
clutches to prevent reverse drive

e Electric fan motors smaller and lighter than previous
components

e Quieter and lighter motors for automotive blowers

e Lighter, next-generation car sunroof motors

WINDSHIELD WIPER
SYSTEM

OVERVIEW
DENSOQO’s small motors are developed and manufactured by
Group company ASMO Co., Ltd. ASMQ’s motors for windshield
washer systems, power windows, and automotive blowers
already boast the leading global position in their respective
product categories. To maintain its market lead, the company
is accelerating the development of environmentally friendly
motors, and lighter, highly efficient motors for emission
control and fuel efficiency systems. In the year under review,
all brushes for motors were switched to lead-free versions,
and new, advanced motors for variable gear ratio steering
systems were also launched.

ASMO will seek to further expand sales and market share
by winning new business in Europe and North America, with a
particular focus on motors for windshield wiper systems and
power windows. Although production is carried out globally in
six areas—Japan, North America, Europe, China, South Korea,
and the ASEAN region—steps to further enhance this frame-
work will focus on the latter three areas. Current plans call for
building a new small motor plant in South Korea, to be
managed by DENSO PS Corporation.

e

WINDSHIELD WASHER

POWER WINDOW
SYSTEM MOTOR



ITS

RESULTS

During the year, ITS-related operations became an independent
business segment, a move that reflects the importance DENSO
attaches to this field. Sales of car navigation products, electronic
toll collection (ETC) systems and other on-board communication
equipment, previously included in Electronic Systems, have been
transferred to this segment. Sales of these products grew 5.8%
to ¥60 billion, up 8.0% excluding the effect of the irregular
reporting periods in the previous year. This was due to higher
sales of car navigation systems to Toyota, GM, Ford, and Jaguar
Cars Ltd. ETC products benefited from Japanese government
initiatives to encourage the use of ETC systems on the nation’s

expressways.

MAIN PRODUCTS
e Car navigation systems, ETC on-board equipment, and

advanced vehicle operation systems (AVOS)

NEW PRODUCTS

e Four new versions of ETC on-board equipment, including
market-leading compact models and models aimed at the
lower end of the market

e Data communications modules for the Toyota G-BOOK
telematics system

e Navigation boards for car navigation systems that link the

car to providers of vehicle security monitoring services

CAR NAVIGATION
SYSTEM

OVERVIEW

DENSO continues to win high acclaim for its car navigation
products. This was evidenced by a survey carried out by

JD Power and Associates in the past year that ranked a
DENSO car navigation system number one in customer
satisfaction for the second year running. While the
development of new DENSO car navigation products
continues, DENSO formed a joint venture with Robert Bosch
GmbH of Germany to develop large-scale integrated (LSI)
circuits and other core components for the next generation of
car navigation and multimedia systems. DENSO is aiming to
win a greater share of the global market for car navigation
products by focusing on expanding sales in Europe, the
United States, China, and South Korea; all are areas with
real potential for growth.

DENSOQO’s ETC on-board equipment has already captured
the top position in the domestic market. In the year under
review, DENSO broadened its product lineup with four new
models, including new lower-end versions and more choice on
specifications. Centered on these products, DENSO will seek
to capture an even larger share of the market in Japan. Other
developments in the year saw the launch of new data
communications modules for Toyota’s G-BOOK telematics
system. Also in the ITS area, DENSO participated in field
tests with a range of public and private organizations, such as
the Internet ITS Project, aimed at realizing the enormous
possibilities offered by ITS technology.

As the car becomes increasingly integrated into information
networks and demand for higher levels of automotive safety
grows, this business segment will continue to expand. DENSO
will develop new technologies and products that respond to
these trends, based on its pool of expertise in car navigation

and communication technologies.

ETC ON-BOARD
EQUIPMENT

DATA COMMUNICATIONS
MODULE
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INDUSTRIAL SYSTEMS AND ENVIRONMENTAL SYSTEMS

RESULTS

Sales in Industrial & Environmental Systems grew 10.8% to
¥53 billion, or an increase of 17.2% excluding the effect of the
irregular reporting periods in the previous year. This strong
performance primarily reflected strong sales growth of DENSO’s

groundbreaking COz2 refrigerant heat-pump water heater.

MAIN PRODUCTS

e Automatic ID Data Capture Devices
Bar code handy scanners and handy terminals, QR code
scanners and handy terminals, smart cards and reader/
writers, radio frequency-identification (RF-ID) systems,
and security systems

e Factory Automation (FA) Products
Mobile robots, industrial robots, and programmable controllers

e Refrigeration and Air-Conditioning Systems
Cooling units for electronic devices (mobile phone base
stations, PCs, and others), kerosene heat pumps, and spot
cooler/heaters

e Environmental Systems
CO:2 refrigerant heat-pump water heaters, automatic faucets,

and electrically powered kitchen systems

BAR CODE HANDY
TERMINAL

NEW PRODUCTS

e New bar code handy terminals with large, high-definition color
screens, using the Windows (R) CE. NET operating system

e CO:z refrigerant heat-pump water heaters, incorporating the
world’s first CO2 ejector cycle system to improve heat pump

efficiency

OVERVIEW

DENSOQ’s industrial systems are developed and manufactured
by Group company DENSO Wave Incorporated. DENSO Wave
is applying technology and expertise nurtured over many years
by DENSO in the automotive field to manufacturing, logistics,
and services. In the past year, this company worked to launch
new products and services aimed at growing business related to
QR code, a proprietary two-dimensional code technology that
DENSO developed in 1994. This paid off with the signing of a
major contract with the Coca-Cola Group to begin using QR
code. Recently, demand is growing rapidly for services allowing
movie- and concert-goers to use QR codes displayed on their
mobile phone screens as credits and tickets. In response,
DENSO Wave has launched new fixed QR code scanner devices
for use at concert venues and movie theaters.

In environmental systems, DENSO is developing a broader
lineup of appealing products to drive growth. The CO2
refrigerant heat-pump water heater, employing technology
used in DENSO car air conditioners, is the first product of its
kind for household use. This water heater reduces CO2
emissions by approximately 50% compared to a conventional
combustion-type water heater. New products slated for launch
include water heaters for apartment and condominium

buildings, floor heaters, and dryers for bathrooms.

® .

INDUSTRIAL ROBOT CO2 REFRIGERANT HEAT-

PUMP WATER HEATER
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FINANCIAL REVIEW

FINANCIAL SUMMARY

DENSO CORPORATION AND CONSOLIDATED SUBSIDIARIES

Thousands of

YEARS ENDED MARCH 31 Millions of yen U.S. dollars
2002*
2003 2002 unaudited 2001 2000 1999 1998 2003
Net Sales: ¥2,332,760 ¥2,401,098 ¥2,183,062 ¥2,014,978 ¥1,883,407 ¥1,758,842 ¥1,667,311 $19,439,667
Sales in Japan 1,325,637 1,277,865 1,277,865 1,245,830 1,161,016 1,104,579 1,135,834 11,046,975
Sales outside Japan 1,007,123 1,123,233 905,197 769,148 722,391 654,263 531,477 8,392,692
Operating Income 159,893 133,340 129,888 123,526 116,682 101,663 112,786 1,332,442
Net Income 111,018 72,313 70,800 60,799 61,913 58,969 71,158 925,150
Total Assets 2,354,657 2,361,048 — 2,343,328 2,154,251 1,917,192 1,745,329 19,622,142
Shareholders’ Equity 1,397,888 1,421,212 — 1,451,211 1,304,400 1,121,171 1,057,173 11,649,067
Capital Expenditures 171,108 193,599 183,977 140,447 169,953 212,745 177,757 1,425,900
Depreciation 146,651 147,277 139,991 134,416 134,706 124,289 103,068 1,222,091
R&D Expenses 182,886 185,627 181,044 176,959 160,055 154,207 157,615 1,524,050
Net Cash Provided by
Operating Activities 267,344 206,663 — 202,127 196,020 155,540 — 2,227,867
Yen U.S. dollars
Per Share:
Basic net income ¥128.37 ¥80.22 ¥78.54 ¥66.51 ¥68.15 ¥65.46 ¥79.93 $1.07
Fully diluted net income 126.65 78.93 77.29 65.51 66.73 63.51 76.31 1.06
Cash dividends 20.00 18.00 — 17.00 17.00 15.00 15.00 0.17
Ratios:
Return on Sales (%) 4.8 3.0 3.2 3.0 3.3 3.4 4.3
Current Ratio (%) 161.2 174.0 — 199.0 227.1 223.2 209.2
Fixed Ratio (%) 97.3 95.2 — 91.4 77.1 77.4 73.8
Return on Equity (%) 7.9 5.0 4.9 4.4 4.9 5.4 7.0
Average Number of Shares
(in thousands) 860,828 901,489 — 914,121 908,519 900,836 890,226
Number of Employees 89,380 86,639 — 85,371 80,795 72,359 57,084

Notes: 1. As of March 31, 2003, DENSO CORPORATION had 155 consolidated subsidiaries and applied the equity method of accounting with respect to 25 affiliates.
2. The figures for the year ended March 31, 2002 include the effect of an irregular 15-month reporting period, due to certain major overseas consolidated subsidiaries
and overseas affiliates (45 companies) deciding to change their year end to March 31 from December 31.
*1 The italicized figures for the year ended March 31, 2002 represent unaudited amounts calculated by management to reflect comparative income statement infor-
mation including the results of these overseas companies for the 12-month period ended December 31, 2001.
3. U.S. dollar amounts have been translated, for convenience only, at the rate of ¥120=US$1, the approximate exchange rate prevailing on March 31, 2003, the last

trading day of the fiscal year.

OPERATING SUMMARY BY INDUSTRY SEGMENT

Millions of yen

Thousands of

(percentage of net sales) U.S. dollars
2002*

2003 2002 unaudited 2001 2000 2003

Thermal Systems ¥ 830,018 ¥ 870,676 ¥ 764,244 ¥ 690,502 ¥ 660,659 $ 6,916,817
(35.6%) (36.2%) (35.0%) (34.3%) (35.1%)

Powertrain Control Systems 514,604 500,892 460,974 402,829 357,123 4,288,367
(22.1) (20.8) (21.1) (20.0) (19.0)

Electronic Systems 345,543 353,052 324,274 315,740 294,177 2,879,525
(14.8) (14.7) (14.8) (15.6) (15.6)

Electric Systems 269,567 288,004 261,097 250,136 243,150 2,246,392
(11.5) (12.0) (12.0) (12.4) (12.9)

Small Motors 171,914 167,460 156,810 156,608 142,493 1,432,617
(7.4) (7.0) (7.2) (7.8) (7.6)

ITS 60,328 57,015 55,878 39,438 29,183 502,733
(2.6) (2.4) (2.6) (2.0) (1.5)

Other Automotive 30,816 22,562 21,806 15,908 14,702 256,800
(1.3) (1.0) (1.0) (0.8) (0.8)

Automotive sub-total 2,222,790 2,259,661 2,045,083 1,871,161 1,741,487 18,523,251
(95.3) (94.1) (93.7) (92.9) (92.5)

Industrial Systems and Environmental Systems 53,353 48,167 45,530 42,800 38,373 444,608
(2.3) (2.0) (2.1) (2.1) (2.0)

Others 56,617 93,270 92,449 101,017 103,547 471,808
(2.4) (3.9) (4.2) (5.0) (5.5)

New businesses sub-total 109,970 141,437 137,979 143,817 141,920 916,416
(4.7) (5.9) (6.3) (7.1) (7.5)

Total ¥2,332,760 ¥2,401,098 ¥2,183,062 ¥2,014,978 ¥1,883,407 $19,439,667
(100.0) (100.0) 100.0 (100.0) (100.0)

Notes: 1. The figures for the year ended March 31, 2002 include the effect of an irregular 15-month reporting period, due to certain major overseas consolidated subsidiaries and
overseas affiliates (45 companies) deciding to change their year end to March 31 from December 31.

*1 The italicized figures for the year ended March 31, 2002 represent unaudited amounts calculated by management to reflect comparative income statement informa-

tion including the results of these overseas companies for the 12-month period ended December 31,2001.

2. U.S. dollar amounts have been translated, for convenience only, at the rate of ¥120=US$1, the approximate exchange rate prevailing on March 31, 2003, the last

trading day of the fiscal year.
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BUSINESS OVERVIEW

In the year ended March 31, 2003, the global economy slowed as a spate of terrorist incidents and the war in Iraq led
to a deterioration in the geopolitical situation. Excluding the relatively buoyant Asian market, automobile sales in all
major markets were generally lower than in the previous fiscal period. In Japan, the economy achieved real GDP
growth for the first time in two years, helped by strong exports to Asia, particularly to the rapidly growing Chinese
market, and comparatively strong consumer spending despite the difficult labor market and falling personal incomes.

Although domestic car sales were stable, a significant year-on-year increase in exports, mainly to the United States
and Asia, pushed car production in Japan past the 10 million-unit level for the first time in two years. In the
automotive component industry, there was renewed emphasis on cost reduction initiatives and efforts to accelerate
the development of new technologies, as global competition reached new levels of intensity.

DENSO followed a strategy designed to ensure Group competitiveness in the face of this intensifying global
competition. The main tenets of this strategy were: sustaining growth by upgrading the global supply framework and
developing innovative technologies and products; enhancing DENSQ'’s reputation for reliable, high-quality products
based on its “Quality First” commitment; and strengthening the Group’s corporate structure through further cost
reduction and thorough risk management. During the year under review, DENSO also remained committed to its
program of global environmental protection activities.

As a result, DENSO net sales decreased 2.8% to ¥2,332.8 billion, operating income increased 19.9% to ¥159.9
billion, and net income grew 53.5% to ¥111.0 billion.

Due to a change in the fiscal year-ends at 45 overseas subsidiaries and equity-method affiliates, 15 months of
business activity at these companies were included in the previous period’s results. Excluding this effect by restating
DENSQO's results for the previous period on a comparable 12-month basis, net sales increased 6.9% or ¥149.7
billion, operating income rose 23.1% or ¥30.0 billion, and net income increased 56.8% or ¥40.2 billion. The
increase in net sales primarily reflected higher automobile production in Japan, the Americas, and Oceania, as well as
aggressive efforts to boost sales. The rise in operating income was mainly attributable to higher margins due to
improved capacity utilization as sales rose, measures to reduce the cost of sales, and other efforts to rationalize and
streamline operations. Net income grew in line with the increase in operating income and was also boosted by the

gain on exemption from future pension obligation of the governmental program of ¥112.2 billion.

NET SALES
Consolidated net sales fell 2.8% or ¥68.3 billion, to ¥2,332.8 billion. Excluding the effect of a change in the fiscal
periods of subsidiaries and affiliates in the previous year by restating results for that fiscal year on a comparable 12-

month basis, net sales increased 6.9% or ¥149.7 billion.

BY GEOGRAPHIC SEGMENT

Comparison of percentage figures and amounts in the following segment analysis of net sales are made on a 12-month basis.
In Japan, higher automobile production and exports, together with success in winning new business, led to an increase
in segment sales of 5.3% or ¥87.6 billion, to ¥1,730.7 billion. Increased automobile production and a rise in new
business were also factors in higher sales in the Americas, up 5.6% or ¥28.7 billion, at ¥540.6 billion. Despite the
impact of weak car sales in Europe, DENSO increased sales in the region by 13.1% or ¥31.7 billion, to ¥274.0 billion,
owing to concerted efforts to win new orders and the benefits of a weaker yen. In Asia and Oceania, higher automobile
production and the weaker yen combined to drive sales up 28.4% or ¥41.2 billion, to ¥185.9 billion.

BY BUSINESS SEGMENT

Comparison of percentage figures and amounts in the following segment analysis of net sales are made on a 12-month basis.
In the year under review, DENSO recorded a ¥177.7 billion increase in net sales in the automotive field, approximately
80% of which was generated by the following three business segments. Thermal systems: sales rose 8.6% or ¥65.8 billion
due to strong demand for air conditioners and cooling systems from North America, Europe, and Asia and Oceania.
Powertrain control systems: stable demand for system control components, filters, and diesel injection systems in Japan,
and ignition stick coils, fuel injectors, and idle-speed control valves in North America, led to an 11.6% or ¥53.6 billion
increase in sales. Electronic systems: sales were up 6.6% or ¥21.3 billion, thanks to strong performances from engine

ECUs and semiconductor products in Japan, and meters and engine ECUs in Asia and Oceania.
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OPERATING INCOME
Operating income rose 19.9% or ¥26.6 billion, to ¥159.9 billion. Excluding the effect of a change in the fiscal
periods of subsidiaries and affiliates in the previous year by restating results for the year under review on a 12-month

basis, the increase in operating income was 23.1% or ¥30.0 billion.

BY GEOGRAPHIC SEGMENT

Comparison of percentage figures and amounts in the following segment analysis of net sales are made on a 12-month basis.
Operating income in Japan rose 8.6% to ¥123.2 billion, primarily reflecting higher margins due to improved capacity
utilization as sales rose and efforts to streamline operations. In the Americas, operating income increased 76.2% to
¥28.2 billion, chiefly attributable to the same factors that boosted operating income in Japan. DENSO posted an
operating loss of ¥4.0 billion in Europe, primarily due to sluggish operations in Italy. In Asia and Oceania, operating
income more than doubled, rising 108.4% to ¥12.4 billion. Again, this was due to improved capacity utilization in

line with higher sales and measures to rationalize operations.

OTHER INCOME AND EXPENSES
DENSO recorded net other income of ¥73.6 billion, ¥68.0 billion higher than the previous period. This consisted of
gain of ¥112.2 billion on exemption from future pension obligation of the governmental program, and impairment loss

on goodwill of ¥37.2 billion in subsidiaries in Italy and other countries.

INCOME BEFORE INCOME TAXES AND MINORITY INTERESTS

Income before income taxes and minority interests rose 68.0% or ¥94.6 billion, to ¥233.5 billion, reflecting the
factors outlined above. Excluding the effect of a change in the fiscal periods of subsidiaries and affiliates in the
previous year by restating results for the previous fiscal year on a comparable 12-month basis, income before income

taxes and minority interests increased 72.5% or ¥98.2 billion.

INCOME TAXES
Income taxes for the year under review increased 86.1% or ¥54.3 billion, to ¥117.3 billion. The effective tax rate
was 50.2%, compared with 45.4% in the previous period, mainly due to items for which no deferred tax assets were

recognized such as impairment loss on goodwill.

MINORITY INTERESTS IN NET INCOME

Minority interests in net income increased 43.0%, or ¥1.6 billion year on year, to ¥5.2 billion.

NET INCOME

DENSO recorded net income of ¥111.0 billion for the year ended March 31, 2003, ¥38.7 billion or 53.5% (¥40.2
billion or 56.8%*) higher year on year. ROE rose to 7.9%, against 5.0% (4.9%) in the previous period, while net
income per share of common stock increased from ¥80.22 (¥78.54) to ¥128.37. Fully diluted net income per share
of common stock was ¥126.65, against ¥78.93 (¥77.29) in the previous year.

Excluding non-recurring items in other income and expenses, net income was ¥88.8 billion, ROE 6.3%, net
income per share ¥102.56, and fully diluted net income per share ¥101.23. Non-recurring items were: gain on
exemption from future pension obligation of the governmental program of ¥112.2 billion; gain on transfer to a defined
contribution plan of ¥ 6.2 billion; loss on redemption of bonds of ¥5.0 billion; restructuring charges of ¥6.9 billion;

impairment loss on goodwill of ¥37.2 billion; and other, net expenses of ¥2.0 billion.

*Figures in brackets are restated on a 12-month basis
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POLICY ON ALLOCATION OF EARNINGS
DIVIDENDS
DENSO is committed to paying shareholders a stable dividend over the long term, while taking into consideration the
company’s operating results and the dividend payout ratio.

DENSO has announced an annual dividend for the year ended March 31, 2003, of ¥20 per share, an increase of
¥2 per share compared with the previous fiscal year.
TREASURY STOCK REPURCHASES
During the year under review, DENSO repurchased 40 million shares of treasury stock with a value of ¥76.3 billion.
This move was made as part of DENSO’s strategy to improve ROE and return profits to shareholders, as well as to
ensure an expeditious capital funding policy in response to shifts in the operating environment and other factors.
DENSO has repurchased a total of 113.3 million shares including repurchases made in the year under review, with a
value of ¥221.0 billion, since the beginning of its share buyback program in the year ended March 31, 1997. This
represents a repurchase of 13% of all DENSQ'’s issued shares at the time the share buyback program was initiated. In
the future, while giving due consideration to cash flows, DENSO will maintain this strategy as an important tool in

improving ROE and increasing shareholder value.

SOURCE OF FUNDS AND LIQUIDITY RISK MANAGEMENT
DENSO’s fundamental financial policy is designed to: ensure efficient funding of the operational activities of the

entire Group; secure an optimum level of funds and liquidity; and maintain a sound financial position.

GLOBAL CASH MANAGEMENT SYSTEM

A subsidiary created from DENSO accounting operations, DENSO Finance & Accounting Center Co., Ltd., established
in July 2000, manages funds throughout the Group more efficiently. In addition, financing functions for the
Americas, Europe, and Asia have been concentrated into regional headquarter subsidiaries. This move has been taken
to ensure the optimum supply and management of funds for each region by unifying efforts to reduce the interest
payment burden, enhance fund management, and centralize the control of financial risks.

DENSO has also put in place a cash pooling system for US dollar and Japanese yen funds to achieve efficient
distribution of global funds and improve cash management. This included the pooling of all US dollar funds held by
DENSO subsidiaries in the United States, Canada, Mexico and Japan, in a single regional headquarters subsidiary in
the United States from 2001. In the following year, the pooling of Japanese yen funds also began, bringing together
all Japanese yen held in Japan and in Europe, where many yen-based transactions are carried out by Group
subsidiaries, under the management of the DENSO Finance & Accounting Center. Using this system, DENSO can now
more efficiently use excess cash available in one part of the Group to finance subsidiaries that may lack resources in

another, thereby reducing the Group’s borrowing from bank and payment of interests.

FINANCIAL POSITION
Total assets as of March 31, 2003, were ¥2,354.7 billion, 0.3% or ¥6.4 billion lower than at the end of the previous
fiscal year.

Current assets fell 1.3% or ¥12.8 billion, to ¥994.7 billion, primarily reflecting a decline in cash and cash
equivalents of ¥18.0 billion.

Total investments and advances increased 0.3% or ¥1.9 billion, to ¥601.9 billion. This was chiefly attributable to
an increase of ¥100.1 billion in prepaid pension costs, offset by a decline of ¥38.4 billion in goodwill and a decrease
of ¥66.6 billion in investment securities due to a fall in net unrealized gain on available-for-sale securities.

Total of net property, plant, and equipment (net of accumulated depreciation) increased 0.6% or ¥4.5 billion, to
¥758.1 billion. This was mainly attributable to a fall of ¥6.3 billion in buildings and structures and a decline of ¥8.2
billion in machinery and equipment, offset by a rise in land of ¥4.3 billion, and an increase in construction in

progress of ¥13.5 billion.
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The total of current and long-term liabilities rose 1.6% or ¥13.7 billion year on year, to ¥890.1 billion. This was
mainly due to net increases in bonds of ¥40.0 billion and in notes and accounts payable of ¥10.6 billion,
outweighing the ¥36.8 billion decline in liability for employees’ retirement benefits.

At the end of the year under review, total shareholders’ equity totaled ¥1,397.9 billion, a 1.6% or ¥23.3 billion
decline compared with the end of the previous fiscal period. This mainly reflected an increase from net income of
¥111.0 billion, against a ¥43.6 billion decline in net unrealized gain on available-for-sale securities and a ¥76.3
billion purchase of treasury stock. As a result, the shareholders’ equity ratio declined to 59.4% from 60.2% in the

previous fiscal year.

CASH FLOWS

Net cash provided by operating activities for the fiscal year ended March 31, 2003, was ¥267.3 billion, 29.4% or
¥60.7 billion more than in the previous year. This increase was chiefly attributable to a rise in operating income of
¥26.6 billion, a decrease of ¥23.6 billion in notes and accounts receivable, and an increase of ¥24.7 billion in notes
and accounts payable.

Investing activities used net cash of ¥210.6 billion, 34.8% or ¥54.4 billion more than in the previous year. This
primarily reflected a decrease in cash used for the acquisition of property, plant, and equipment of ¥8.9 billion,
which was more than offset by a rise in the net outflow of cash from the purchase and sale of available-for-sale
securities of ¥57.5 billion.

Net cash used in financing activities was ¥73.9 billion, 11.1% or ¥9.3 billion less than in the previous period.
This was mainly due to a ¥100.0 billion inflow from the issuance of bonds, against payments of ¥76.3 billion for the
purchase of treasury stock, ¥9.3 billion less than the previous fiscal year, a ¥30.8 billion change in net increase in
short-term borrowings, and ¥65.0 billion for the repayments of bonds.

As a result, cash and cash equivalents at the end of the period stood at ¥259.8 billion, 6.5% or ¥18.0 billion

lower than at the end of the previous period.

CAPITAL EXPENDITURES / DEPRECIATION

DENSO applies a number of benchmarks to ensure appropriate decisions be made related to capital expenditures.
These benchmarks include projected cash flow, ROA, payback period, and forecasts of profitability. As part of its
efforts to pare back medium-term fixed costs, DENSO is reducing the size and complexity of production lines,
standardizing components, and pursuing global materials sourcing at key manufacturing facilities, as it seeks to
achieve a reduction in capital expenditures of more than 30%.

Capital expenditures during the year under review totaled ¥171.1 billion, an 11.6% or ¥22.5 billion decline on
the previous period. Depreciation fell 0.4% or ¥0.6 billion, to ¥146.7 billion. Excluding the effect of a change in the
fiscal periods of subsidiaries and affiliates in the previous year by restating results for the previous fiscal year under
review on a comparable 12-month basis, capital expenditures declined 7.0% or ¥12.9 billion, while depreciation
increased 4.8% or ¥6.7 billion.

BY GEOGRAPHIC SEGMENT
Comparisons in the following segment analysis of capital expenditures and depreciation are made on a 12-month basis.
Against declines in capital expenditures in Japan of 16.8% or ¥22.2 billion, to ¥110.1 billion, and in the Americas of
2.9% or ¥0.8 billion, to ¥25.1 billion, capital expenditures in Europe rose 69.8% or ¥10.1 billion, to ¥24.5 billion, and
increased 0.4% or ¥0.1billion, to ¥11.4 billion in Asia and Oceania. The increase in Europe was primarily attributable to
investment for the production of common rail systems and VCT components at DENSO Manufacturing Hungary Ltd., and
investments related to the start of air conditioner manufacturing at DENSO Manufacturing Czech s.r.o.

Depreciation by region was as follows: 3.9% higher in Japan, at ¥106.4 billion, 1.1% lower in the Americas, at
¥20.8 billion, 19.0% higher in Europe, at ¥11.4 billion, and 16.1% higher in Asia and Oceania, at ¥8.1 billion.



RESEARCH AND DEVELOPMENT (R&D) ACTIVITIES

DENSO’s R&D framework is built around the DENSO Research Laboratories, its basic research facility, Corporate R&D
Departments, and R&D sections in production fields controlled by each business segment. All of these facilities are
situated in Japan.

Overseas research facilities are located in the United States, and Germany, and are mainly responsible for
determining local market needs and the latest automotive industry developments.

DENSO aims to spend an amount equivalent to 8% of net sales on R&D expenses. In the year under review, R&D
expenses declined 1.5% or ¥2.7 billion, to ¥182.9 billion, representing an amount equivalent to 7.8% of net sales,
up from 7.7% in the previous period. Excluding the effect of a change in the fiscal periods of subsidiaries and
affiliates in the previous year by restating results for previous fiscal year on a 12-month comparative basis, R&D
expenses increased 1.0% or ¥1.8 billion, representing an amount equivalent to 7.8% of net sales, compared to 8.3%

in the previous year.

OUTLOOK

The outlook for the global economy remains difficult to forecast owing to continuing uncertainty in the geopolitical
situation. In Japan, corporate performances will be hamstrung by deflation, while fears of weak consumer spending
will persist due to an expected further deterioration in the labor market and personal income levels.

In the automotive industry, DENSO expects sluggish automobile sales and production both at home and abroad.
Developments in the United States, the world’s largest automobile market, need to be followed particularly closely, as buoyant
consumer spending begins to cool and incentives to boost car sales in the year under review start to lose their effect.

In this climate, DENSO will work to further enhance the competitiveness of its products and implement an
aggressive sales strategy. Consequently, DENSO is forecasting net sales of ¥2,370.0 billion, an increase of 1.6%,
operating income of ¥166.0 billion, up 3.8%, and net income of ¥92.0 billion for the year ending March 31, 2004.
Net income is forecast to fall 17.1% in the current year, as the impact of non-recurring items recorded in the year
under review, such as the gain on exemption from future pension obligation of the governmental program, will no
longer be a factor.

DENSO is projecting net income per share of ¥108.52, capital expenditures of ¥189.0 billion, depreciation of
¥151.0 billion, and R&D expenses of ¥183.0 billion.

(These forecasts are based upon the assumption of yen exchange rates of 1US$=¥115 and 1IEURO=¥120)

The above forecasts are based on information available as of the date of this report. Business performance is
subject to influence from a variety of internal and external factors, such as changes in economic conditions, currency
exchange rates, and business operations. Accordingly, we caution readers that actual results could differ materially

from plans and expectations.
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CONSOLIDATED BALANCE SHEETS

DENSO CORPORATION AND CONSOLIDATED SUBSIDIARIES
MARCH 31, 2003, AND 2002

Thousands of

U.S. dollars
Millions of yen (Note 3)
ASSETS 2003 2002 2003
Current Assets:
Cash and cash equivalents ¥ 259,845 ¥ 277,894 $ 2,165,375
Short-term investments (Note 4) 35,341 26,594 294,508
Notes and accounts receivable (Note 8): 0
Trade 415,821 422,542 3,465,175
Non-consolidated subsidiaries and affiliates 4,103 3,811 34,192
419,924 426,353 3,499,367
Less: Allowance for doubtful accounts (2,397) (3,837) (19,975)
417,527 422,516 3,479,392
Inventories (Notes 5 and 8) 196,581 188,418 1,638,175
Deferred income taxes (Note 6) 39,495 36,621 329,12