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B How was the sector impacted? — All but a few firms escaped major direct
damage. However, the impact from shortages of materials and electric power is
substantial, and we think this will present impediments to production in April-June.
The impact on the supply chain will is likely to linger, with a possible bottom in July-
September. In April-June, we think electronic component/consumer electronics
makers that suffered direct damage will cut production by 30%-60%, and those
suffering indirect effects from damage to the supply chain will cut output by 10%-
30%. In July-September, we put production cuts at 10%-40% and 0%-20%,
respectively. Our outlook here factors in the mitigation of impacts through the
shifting of production to other locations and the use of substitute parts.

® Which companies will see profits most impacted? — Consumer electronics:
Sony. Electronic components: Mabuchi Motor, Nidec, TDK, Mitsumi, Alps Electric,
Hosiden, Rohm, and Taiyo Yuden. Semiconductors: Renesas Electronics.

® Which companies will see profits least impacted? — Consumer electronics:
Casio Computer. Components: Shinko Electric and Murata. Semiconductors: Elpida,
which has prospects for some wafer procurement.

B Where do we think the market is not recognizing the impact? — That the
impact of the earthquake will last past April-dJune may not be understood by
investors outside of those exposed to Japanese equities. Also, over the next week
or two, supply chain disruptions/deceleration due to supply problems could worsen.
Consequently, we think the market has yet to discount the concrete earnings impact.
Furthermore, results announcements by European, US, and Asian firms starting in
the latter part of April may include negative guidance. As there has been little
disclosure from these firms, we are concerned that the stock market does not fully
appreciate the risks.

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its
research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision.
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Eastern Japan earthquake/consumer
electronics, components, chip sectors

8 April 2011 Impact on consumer electronics,
components, chip sectors

Products: PCs less impacted than TVs, which in turn are less
impacted than digicams/smartphones/tablet PCs

The supply chain for PCs is the most stable among the products, and risks are
higher for digicams, smartphones, and tablet PCs.

The risks in the PC supply chain are HDDs (Texas Instruments motor drivers and
preamplifiers) and ODDs (deflection plates for use in Asahi Glass optical pickups;
Texas Instruments semiconductors). However, Texas Instruments has been
producing the same products at other facilities. This and other factors should make
it relatively easy to compensate for supply gaps by tapping other sources, so we
anticipate a relatively mild impact.

In smartphones and tablet PCs, small displays (Toshiba Mobile Display, Hitachi
Display), camera sensors (Sony Kumamoto), core semiconductors and
semiconductor package substrates (Mitsubishi Gas Chemical), and connectors are
still risks, albeit small. Certain models of certain handset makers could be affected.
We anticipate a small to virtually zero impact on Apple’s iPhone and iPad.

In digicams, many domestic manufacturers have slowed production of cameras
both in Japan and overseas. We attribute this to shortages of cleaning solution
(ultrapure hydrogen peroxide) used in the image sensor production process, wafers,
lens materials, and batteries.

There are concerns in TVs, including anisotropic conductive film (Sony Chemicals)
and ITO target materials (JX Holdings), but they are easing.

In addition to the parts/materials linked to the products above, lithium-ion batteries,
electrolytic solutions for lithium polymer batteries, electrodes, separators, and
binders pose risks. The production of electrolytic solutions used in electrolytic
capacitors has also been disrupted, and in the worst-case scenario the impact could
spread to non-mobile products. The entire electronics industry is vulnerable to
silicon wafer supply risk.

Firms to keep close eye on downstream supply chain (i.e., consumer
electronics)

When classifying the impact of the earthquake by subsector, it is necessary to play
close attention to the consumer electronics industry, which corresponds to the
downstream supply chain. The next week or two could see the emergence of firms
and products with newly downgraded production volume forecasts.

We believe the consumer electronics firm at the greatest risk is Sony. The
company’s rechargeable battery and blue-violet laser facilities were damaged by the
quake, and while management has announced an outlook for gradual restoration,
there is a risk of an impact in consumer electronics, which use these components
across the board, including digital cameras, mobile phones, game consoles and
PCs, etc.

We think Murata is positioned to benefit. Not only did the company suffer light
damage from the quake, rivals’ MLCC operations were severely impacted, so
Murata is likely to gain market share. Other points of note are Renesas, which
suffered severe earthquake damage, and Panasonic, Sharp, and Kyocera, where
we expect a spike in demand for solar cells. We see white goods produced by
Panasonic and Sharp at the spearhead of reconstruction demand and also spotlight
housing-related products made by Panasonic Electric Works and PanaHome. Firms
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poised to benefit from current yen weakness are NGK Spark Plug, Elpida Memory,
Renesas, Sharp, Sony, Mitsumi, and Rohm.

10 of 22 firms likely to see quake-related profit declines of 30%+

Factoring in a base-case impact from the earthquake, we estimate that OP at 10 of
22 firms is likely to fall 30%+ compared with our previous forecasts: Mabuchi: 31%,
Elpida: 34%, Renesas: 175%, into the red, TDK: 33%, Mitsumi: 54%, Hosiden: 34%,
Funai: 37%, Rohm: 35%, Shinko Electric: 31%, and Taiyo Yuden: 31%. These are
followed by Nidec (25%), Panasonic (27%), Sony (29%), and Alps Electric (22%).

We factor in earthquake-related impact in four main regards: 1) impact from reduced
operating rates at plants suffering direct quake damage; 2) impact on the
procurement of materials for the company’s own products;3) impact on demand due
to production cuts at customers unable to procure parts from other companies; and
4) changes in end-demand.
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