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Business results and the fi nancial position of the NTN Group are 
subject to the following risks. It should be noted that forward-looking 
statements contained in the following refl ect judgments of the NTN 
Group as of June 28, 2010.

1) Economy
The NTN Group operates global production and sales networks, and 
supplies customers in various industrial sectors. Business results and 
the fi nancial position of the NTN Group operations may be affected 
by the economic conditions in specifi c countries and business 
conditions in industries to which our customers belong.

2) Foreign Exchange Fluctuations
Overseas sales of the NTN Group account for over 50% of 
consolidated sales. This percentage is expected to increase further 
due to continued acceleration in the global business development of 
the NTN Group.
 Overseas subsidiaries’ foreign currency-denominated business 
results and fi nancial positions are converted to yen for the preparation 
of consolidated fi nancial statements. Moreover, many export 
transactions with overseas customers of the Company are 
conducted in foreign currencies. Although the NTN Group hedges 
risks through forward foreign exchange contracts and expansion of 
local procurement, effects of exchange rate fl uctuations on business 
results and fi nancial positions cannot be fully eliminated.

3) Declines in Market Prices
The competitive environment surrounding production and sales 
activities of the NTN Group is becoming harsher worldwide. As 
products from China and Eastern Europe are gaining ground, 
bearings have been affected by falling market prices. At the same 
time, against a backdrop of global price competition, calls for price 
reductions are mounting in the automotive industry, which accounts 
for over half of the NTN Group sales. Although the NTN Group works 
continuously to reduce costs while developing new products of high 
quality and high added value, business results and the NTN Group’s 
fi nancial position may be affected by downward pressure on market 
prices.

4) Rise in Raw Materials Prices
The NTN Group procures a wide range of raw materials from outside
sources. To deal with cost increases, especially of steel materials,
which pose a high weighting in materials costs, measures have been
taken such as mark-ups on selling prices to refl ect higher materials
cost. In addition, the Group is targeting cost reductions through
enhanced production yields and VA/VE methods. Nevertheless,
business results and the NTN Group’s fi nancial position may be
affected by stronger than expected increases in raw materials costs.

5) Disasters and Accidents
Production plants and facilities of the NTN Group and its transaction 
counterparts are exposed to the risk of damage from natural 
disasters such as earthquakes, fl oods, and fi res. Although the NTN 
Group has put into place crisis management systems and stands 

ready to engage in measures to contain damage as much as 
possible, risks cannot be completely eliminated. Business 
performance and the fi nancial status of the NTN Group may be 
affected by a natural disaster or by accidents.

6) Dependence on Specifi c Industries
The NTN Group’s Bearings Division derives approximately half of its 
sales revenues from the automotive industry, which also accounts for 
more than half of sales of components that the Constant-velocity 
Joints Division produces for automotive power transmission to the 
drive axle. Dependence on the automotive industry is therefore high.
 Although the NTN Group works to increase sales of bearings and 
precision equipment products to the industrial machinery sector and 
implements policies to achieve a balanced sales structure, a rapid 
shift in demand in the automotive industry could potentially affect the 
NTN Group’s business results and fi nancial position.

7) Product Defects
To ensure product quality, the NTN Group works to satisfy 
customers’ requirements concerning product functions and 
specifi cations, and strives to provide appropriate quality and product 
safety by enforcing quality assurance globally. However, a substantial 
product defect leading to a serious accident, claim for damages, or 
product recall could entail huge product warranty costs and 
potentially affect business performance and the fi nancial position of 
the NTN Group. Although the NTN Group has taken out global 
product liability insurance, complete coverage for loss is not
possible.

8) Intellectual Property
The NTN Group generates a wealth of innovative technologies and 
know-how in the process of new product development, representing 
valuable intellectual property for which the NTN Group fi les patent
applications to protect its rights. However, business performance and 
the fi nancial position of the NTN Group may be affected if a legal 
challenge is initiated against its intellectual property or if its intellectual 
property is infringed by a third party.

9) Risks Associated with Global Operations
The NTN Group develops its business operations worldwide with 
overseas sales exceeding 50% of consolidated sales. Overseas 
business development is associated with the following risks:
a. Risks from unforeseen change in tax systems of or between 

individual countries
b. Risks from unforeseen change in laws of individual countries
c. Diffi culty in hiring and retaining appropriate staff
d. Evolving technology levels and unstable labor relations in emerging 

economies
e. Political instability in emerging economies
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