
Fiscal Year Ended March 31, 2012



1

Profile

TAIYO YUDEN is a company that makes electronic components that are indispensable for economic activity in

Japan and throughout the world.

Since its founding in 1950, TAIYO YUDEN has worked to develop and mass produce electronic components that

meet the most current needs of our customers and the markets we serve, ranging from the research and

development of materials to product commercialization. This is what we believe in.

TAIYO YUDEN aims to be an exciting company that is trusted by all its stakeholders, with a foundation comprised

mainly of its original technical capabilities and proposal-making abilities that have been developed since the

company was first founded.

Notes

Period covered by report: from April 1, 2011 to March 31, 2012

The amount of money listed in this report cuts off less than hundred million yen and 1 million yen and displays it.

The Bluetooth® word mark and logos are registered trademarks owned by Bluetooth SIG, Inc. TAIYO YUDEN has been granted

approval to use these trademarks.

The following convention has been applied as regards the labeling of fiscal years in graphs: “the fiscal year ended March 2012,”

for example, has been shortened to “2012.”

The English‐language version of this report is based on the Japanese‐language version. With the exception of the financial

statements, all figures presented have been rounded down to the nearest appropriate unit.

As a result, there are cases when a presented figure differs slightly from the equivalent figure in the financial statements.

Disclaimer

This Annual Report is intended to provide information about the business performance and strategies of the TAIYO YUDEN

Group. It is not intended as an inducement to purchase or sell stock in TAIYO YUDEN or any TAIYO YUDEN Group company.

Statements in this report that are not historical fact are forward-looking statements based on the current beliefs, estimates and

expectations of TAIYO YUDEN Group Management. As these beliefs, estimates and expectations are subject to a number of

risks, uncertainties and assumptions, actual results may differ materially. TAIYO YUDEN undertakes no obligation to update any

forward-looking statements, and shall in no event be liable for any damages arising out of the use or interpretation of this material.

Please refrain from copying or disseminating this material without the prior consent of TAIYO YUDEN.
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Working to be an excellent company that
enjoys the trust and highest regard from
our stakeholders.

The fiscal year ended March 2012 was a very turbulent
year, with the Japanese economy at a standstill in the
wake of the Great East Japan Earthquake, economic
uncertainty prevailing in Europe and a number of other
factors, such as the strong yen and floods in Thailand,
adversely affecting the business climate. It is no
exaggeration to say that external factors had a
dominating influence on TAIYO YUDEN and its
operations throughout the year.

TAIYO YUDEN has been steadily working to improve its business structure. We have implemented a growth
strategy that aims to achieve sustained growth by building a foundation that will produce earnings that are not
substantially affected by external factors. These structural improvements include plans to reduce fixed costs by
roughly ¥10 billion per year—a goal that we expect to reach in the fiscal year ending March 2013. Our strategy for
growth focuses on developing new products and increasing opportunities to propose solutions to customers, as well
as seeking to cultivate new markets. To this end, we are taking steps to make better use of Field Application
Engineers (FAEs) to enhance sales activities. By increasing the number of sales personnel possessing the
advanced technical knowledge, TAIYO YUDEN can actively participate in the planning stages of our customers’
projects, helping the customer solve problems and make technical proposals at the time when customers are
deciding which products to acquire and develop.

TAIYO YUDEN is steadily making progress in these
structural improvement efforts, aiming to be an
excellent company that enjoys the trust and highest
regard from our stakeholders. Nevertheless, in the
fiscal year ended March 2012, the external factors
discussed above caused sales and profits to decline
year over year. Consolidated net sales fell 12.6% year
over year, to ¥183,795 million, generating an operating
loss of ¥8,010 million (versus an ¥8,792 million
operating profit the previous year). Extraordinary items
included special extra retirement payment for the solicitation of voluntary retirement, posted as a business structure
improvement expense, as well as the depletion of deferred tax assets. As a result, the net loss for the period was
¥21,599 million, compared with a ¥5,506 million net loss in the previous fiscal year.

During the fiscal year ending March 2013, TAIYO YUDEN embarked on a new three-year Medium-term
Management Plan. The plan includes structural improvements based on continued plans to reduce fixed costs. By
implementing this new Medium-term Management Plan, the Company will achieve its strategy for growth.

At present, TAIYO YUDEN’s management structure is headed
by two top executive officers—the Chairman and the President.
The Chairman’s main responsibilities are to chair the Board of
Directors, provide management oversight of all operations, and
oversee compliance activities (internal auditing, corporate social
responsibility (CSR) and internal management control). The
President is in charge of overall business activities, including
sales and production. The two top executives regularly consult
with one another on important issues affecting the overall
performance of the Company. The primary aim is to further
improve the corporate value of TAIYO YUDEN.

Message from the Management

To Our Shareholders

Overview of the Fiscal Year Ended March 2012

Mission of the Top Management
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The Company’s management philosophy places high priority on “employee well-being”, “the betterment of local
communities” and a “responsibility to provide returns to shareholders.” By increasing earnings, the Company can
enhance its economic presence and value, thereby benefitting not only its customers and shareholders but also its
employees and the communities in which we operate. At TAIYO YUDEN we make it our mission to contribute to the
benefit of all stakeholders.

To achieve this philosophy, we believe that it is essential to increase the number of core businesses and achieve a
well-balanced business structure. To achieve this management philosophy, we believe that it is essential to increase
the number of core businesses in order to realize sustained growth. TAIYO YUDEN’s core businesses included
capacitor and inductor component products. As part of this philosophy we will also develop the Integrated Module
and Device Business as a central pillar of our product offerings. Our strategy involves taking part in the planning
stages with our customers. At the point in the product phase that our customers are developing the concepts for a
new product, we can propose solutions and supply products in a timely manner to help customers meet their
objectives. In this way, TAIYO YUDEN can become an excellent company that enjoys the trust and highest regard
from our stakeholders.

In July 2011 TAIYO YUDEN adopted a “mini-company” structure.
The declared purpose of the mini-company structure is to improve
business efficiency and accelerate operations. Each of the
business functions—product development, materials procurement,
production and sales—were divided into separate structures for
each mini-company. This structure allows each mini-company to
function as an independent unit to enhance our focus and the
awareness of employees handling each of these functions on how
best to provide value and increased earnings of the business for
which they are responsible. In addition, our sales personnel can
relay customer needs and intentions to the product development
and production units on a more efficient basis. In this way, all

functions at TAIYO YUDEN are unified in a single structure which works more effectively to address customer
needs.

In the year ending March 2013, we are embarking on a new Medium-term Management Plan which focuses on
expanding the lineup of super-high-end products, adopting a sales structure based on the development of customer
solutions, and cultivating new markets. The key to meeting these objectives is to make effective use of FAEs to
support sales activities. In order to make effective proposals to customers at the product development phase, it is
necessary to use marketing activities to identify specific needs at the early stage of development.

Most products that are introduced in the market are the result of development efforts that began several years earlier.
By enhancing marketing efforts, TAIYO YUDEN can get its foot in the door at the development stage, and propose
products and solutions that match our customers’ needs and product development timing. This will in turn make the
product development phase more efficient. We can help customers address their problems throughout the
development process, thereby helping to build a relationship of trust, while gaining the opportunity to propose a
variety of solutions. At the same time, we believe that this will also improve overall customer satisfaction.

*Please refer to the section on the new Medium-term Management Plan for more details about our growth strategy.

In order to be an excellent company that enjoys the trust and highest regard from our stakeholders, TAIYO YUDEN
must successfully implement its structural reforms and its growth strategy. If the Company can fully implement these
two objectives on a sustained basis, it will be able to meet the goals of the new Medium-term Management Plan.
TAIYO YUDEN management and employees believe in the Company’s management philosophy and we are united
in our dedication to meet these objectives.

We look forward to the rebirth of TAIYO YUDEN, and a very prosperous future.

Growth Strategy

Progressing Towards the Goals
of the New Medium-term Management Plan
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The TAIYO YUDEN Group has formulated the New Medium-term Management Plan, covering the three years
from the fiscal year ending March 2013 up to the fiscal year ending March 2015.
Up to now, the Group's earnings have fluctuated sharply due to trends in the electronics market, currency
exchange rates, and other factors.
Under the new plan, the Group has been working to build a strong business structure that will not be affected by
these external factors, aiming to achieve sustained growth.

Under the slogan “Change and Challenge!”, the previous plan
set a sales target of ¥230 billion and an operating income target
of ¥20 billion. TAIYO YUDEN fell short of these targets, posting
¥183.7 billion in sales with an operating loss of ¥8.0 billion in the
fiscal year ended March 2012—the final year of the plan.

The main reasons for the operating loss posted last year were a
strong yen, falling unit prices and slumping demand in the
optical media products business, as well as the impact of
natural disasters such as the Great East Japan Earthquake and
floods in Thailand. Although various measures were taken to
boost profits, including making improvements in productivity, the
weak economic conditions and deteriorating supply-demand
balance created a very harsh business environment.

The new plan sets a sales target of \250 billion, an operating income target of \20 billion and an ROE target of 8%
by the year ending March 2015. It also sets the goal of generating positive net cash flow by the year ending March
2016. The operating income goal has been given precedence over the sales target.

1. Continue the Structural Reforms That Began in the Year Ended March 2012

The Company will utilize its production bases to achieve the highest efficiencies. The production of capacitors and
inductors will be transferred to overseas production locations. The front-end processing of super-high-end
components will remain in Japan. All other processing, including some high-end products, will be transferred to
overseas plants, primarily in Korea, China, the Philippines and Malaysia.

Efficiency utilization of the overseas base

Summary of Previous Medium-term Management Plan
(from the year ended March 2010 to the year ended March 2012)

Overview of the New Medium-term Management Plan
(from the year ending March 2013 to the year ending March 2015)

Strategy for Achieving the Targets of the Plan

New Medium-term Management Plan
New Medium-term Management Plan
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New Medium-term Management Plan

Products that are unlikely to generate profits in the foreseeable future and products that are losing their
competitiveness will be phased out during the year ending March 2013. We will rebuild our product portfolio so that
it consists entirely of products that are expected to generate profits. Business plans for the year ending March
2014 will continue to exclude loss-generating products.

In addition to restructuring production subsidiaries and sales offices, TAIYO YUDEN will reduce its work force,
particularly in Japan, releasing full-time employees, temporary workers and contract workers. Total personnel
reductions across the TAIYO YUDEN Group will amount to roughly 1,000 workers. The Company is currently on
track to meet these objectives.

2. Enhance Sales Capabilities

Contrary to past sales activities, the primary objective of future sales efforts will be to
generate stronger profits and not simply increase only revenue. The question will be;
what sort of sales activities can best raise profits?

TAIYO YUDEN intends to increase the number of Field Application Engineers (FAEs),
sales personnel with advanced technological knowhow, thus increasing the
opportunities to provide clients with technical proposals and solutions at the initial
stages of development and throughout the development process. As part of the efforts
to reorganize the Company’s network of offices worldwide, more FAEs will be hired
and assigned to positions in each region including Japan. The Company aims to
enhance its cooperative business structure by achieving closer coordination between
product development, production and sales.

The Company’s core businesses can be divided into two
general market segments. The first of these is the IT market,
which has been a major focus of operations in the past, with
its particular emphasis on growing product segments like
smartphones and tablet PCs. The second focus will be on
new markets like industrial equipment, automobiles, health
care and environment/energy-related equipment.

In April 2012, TAIYO YUDEN established a new business
organization in charge of these new markets. This
organization has commenced business activities and will
draw upon the broad product lineup and abundant knowhow
accumulated by TAIYO YUDEN in the past, supported by
business alliances and M&A activities, to make more
aggressive inroads into the new markets. The Company
expects this new business to become a central contributor to
earnings in the future.

Withdrawal from an unprofitable product

Base reorganization and personnel

reduction
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New Medium-term Management Plan

3. Growth Strategies for Each Product

In addition to capacitors and inductors, develop the Integrated Module and Device Business as a central pillar of
operations, aiming to build a well-balanced business structure.

The Company aims to capture a 50% or higher share of the super-high-end market for small, high-capacitance
multilayer ceramic capacitors. In addition, the Company intends to aggressively target the automobile, industrial
equipment, and health care markets by providing the high-quality components demanded by these manufacturers.
In addition to fully utilizing its global production resources and providing efficient production and supply, TAIYO
YUDEN intends to invest in areas where technological improvement is driving growth.

The multilayer ceramic capacitors of TAIYO YUDEN continue to be at the forefront of the industry and support
the growth and development of electronics equipment. By developing and producing capacitors from the raw
material barium titanate, TAIYO YUDEN continues to evolve small-size, high volume products from the raw
material level, on a daily basis. TAIYO YUDEN meets the demands of our customers through a vast product
lineup including ultra small capacitors and high volume capacitors, and special types of capacitors such as
low ESL capacitors, capacitors for high frequency applications, high voltage capacitors.

The Company is expanding its lineup of super-high-end “MCOIL®” metallic power inductors. “MCOIL®” inductors
utilize a new metallic material developed by TAIYO YUDEN, which allows these small, low-profile inductors to
supply a large current efficiently, which is in line with market needs.
The Company is also launching high-frequency multilayer chip inductors which are small and have a high Q factor*.
The high Q factor provided by these inductors in the high-frequency range is expected to help increase our market
share.

*Q factor: The ratio of inductive reactance to resistance at a given frequency. The higher the Q factor, the lower the
loss caused by the inductor.

There is no stopping the evolution of digital products such as personal computers, mobile phones, and
smart appliances, and similarly, the need for having small size, thin type, and high performance inductors
used therein also continues to increase. At TAIYO YUDEN, in order to comply with the varied demands of
customers, we are bringing about remarkable downsizing by doing away with the unnecessary space, and
are developing and producing various types of inductors from power inductors to inductors for high
frequency appliances through precisely and strictly managed production processes, such as the wire-wound
inductors that can support a wide range of circuit designs, and the multi-layer inductors that make use of

high multi-layer technology and elemental technology.

One of TAIYO YUDEN’s competitive strengths is its ability to develop new materials which make it possible to
create new electronic components. This allows the Company to propose an ideal integrated device that uses
components created by TAIYO YUDEN. The Company is aggressively developing and marketing high
value-added super-high-end products using Surface Acoustic Wave (SAW) and Film Bulk Acoustic Resonator
(FBAR) technology, as well as developing products that incorporate the EOMIN®* embedded-parts multilayer
wiring substrate.

*Please refer to the section on “Research and Development” in this report for more details about the EOMIN®

embedded-parts multilayer wiring substrate.

TAIYO YUDEN has changed the business model for this product segment to include SAW/FBAR devices, in
addition to the individual modules from the past. TAIYO YUDEN is developing the high frequency business
around the core of SAW/FBAR technology, and conducting aggressive market launches of super-high-end
products using EOMIN®-- embedded-parts multilayer wiring substrate that have been developed using Group
in-house technology.
Moreover, a strong market demand for energy-saving products has prompted TAIYO YUDEN to work on the

development of power source technology which reduces power consumption, and on the development of LED technology for use in both
lighting applications and as a backlight unit for flat screen television sets. As a result, TAIYO YUDEN has launched numerous products that are
differentiated from the competition.

Capacitors

Inductors

Integrated Modules
& Devices
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New Medium-term Management Plan

The TAIYO YUDEN Group always places the highest priority on providing shareholders with the highest possible
return on their investment. However, currently the Company recognizes that it is at the stage where it must build a
stable and sustainable earnings structure together with improving its financial structure. Due to the deterioration in
the Company’s financial structure during the year ended March 2012, the annual dividend was reduced to ¥5 per
share. Nevertheless, our basic policy stance is to maintain a stable dividend of ¥10 per share. Once the goals of
the new Medium-term Management Plan have been achieved, the Company intends to take the necessary steps,
including share repurchases, to maintain a 30% total return ratio ([payment of cash dividends + purchase of
treasury stock] / net income). TAIYO YUDEN will continue striving to be an excellent company that enjoys the trust
of and highest regard from our stakeholders. In closing, we wish to thank all our shareholders and investors for
their continued support.

Policy on Shareholder Returns
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The TAIYO YUDEN Group is comprised of two business segments: "Electronic Components" and
"Optical Media and Others." The "Electronic Components" business manufactures and sells
capacitors, inductors, SAW/FBAR devices and other electronic components. The "Optical Media and
Others" business manufactures and sells optical media products and engages in other businesses.

During the fiscal year ended March 2012, demand for smartphones and tablet PCs was strong. In
contrast, efforts by PC and LCD panel manufacturers to adjust inventories contributed to a drop in
demand for electronic components. The Electronic Components business expanded its production
capacity for super-high-end products such as small, high-capacitance multilayer ceramic capacitors
and SAW/FBAR devices. This was done to maintain a steady supply of products used in smartphones,
which, in particular, continued to experience increases in demand. In the Optical Media and Others
business, structural reforms made during the year ended March 2011 helped to increase efficiencies in
the Optical Media business with the objective of producing positive profit.

Nevertheless, total consolidated sales for the fiscal year ended March 2012 declined by 12.6% year
over year, to ¥183,795 million. The Company posted an operating loss of ¥8,010 million (compared
with a ¥8,792 million profit in the previous year). Extraordinary items included expenses related to
restructuring, such as a special extra retirement payment for the solicitation of voluntary retirement, as
well as the depletion of deferred tax assets. As a result, the net loss for the period was ¥21,599 million,
compared with a ¥5,506 million net loss in the year ended March 2011.

Business Overview

Review of Operations

Business Performance Highlights
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Review of Operations

Note: The foregoing product segment applies to the fiscal year ended March 2012. From the fiscal
year ending March 2013, the product segment has been changed as shown in the following.

Electronic Components

Optical Media
and Others

Electronic Components

Optical Media
and Others
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In the fiscal year ended March 2012, the business
was affected by declining demand from
manufacturers of consumer equipments, such as
TVs, information equipments, such as PCs, and
components like LCD panels. Sales declined by
16.8% year over year, to ¥84,462 million.

During the fiscal year ending March 2013, TAIYO
YUDEN will launch a number of super-high-end
products such as extremely small EIA 01005 size
(0.4mm x 0.2mm) and EIA 0201 size (0.6mm x
0.3mm) capacitors. These new components are
targeted to support markets poised for continuing
demand growth, such as smartphones and tablet
PCs. In order to promote sales growth, the
Company is aggressively targeting the market for
electrolytic capacitors with a high capacitance of
100μF and above, while trying to encourage growth
in the market for multilayer ceramic capacitors.
TAIYO YUDEN is also focusing its energies to
promote products into high-quality product markets
such as the industrial equipment, automotive and
health care industries, by expanding its lineup of
products aimed to support these sectors.

The Company is also working to optimize the use of
production facilities to achieve high efficiencies.
These efforts include the transfer of the production
of many high-end components formerly made in
Japan to overseas production sites.

*From the fiscal year
ending March 2013,
TAIYO YUDEN changed
the product segment of
energy devices and
included them in the
"Other Electronic
Components" segment.

- Multilayer ceramic capacitors
- Energy devices* (Polyacene
capacitors, Lithium ion capacitors)

In the fiscal year ended March 2012, the
business was affected by declining demand from
manufacturers of consumer equipments, such as
TVs, information equipments, such as PCs, and
components like LCD panels. Sales declined by
10.0% year over year, to ¥27,929 million.

During the fiscal year ending March 2013, the
Company will focus efforts on developing
super-high-end products which respond precisely
to customer needs. The Company is expanding
its lineup of high-frequency multilayer chip
inductors and multilayer chip beads, with
products as small as EIA 01005 size (0.4mm x
0.2mm). In addition, TAIYO YUDEN has used
new metallic materials to develop the MCOIL®

line of miniaturized, large current inductors. The
Company plans to continue developing new
versions of this product and launching these
products into strategic markets, while expanding
production capacity.
As in the case of the capacitor business, the
Company is trying to optimize the use of
production facilities in Japan and overseas, to
achieve the highest possible efficiency.

- Multilayer chip inductors
- Wire-wound chip inductors
- SMD power inductors
- Common mode choke coils

Review of Operations
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For the fiscal year ended March 31, 2012,
module sales totaled ¥29,166 million, down 8.2%
compared with the previous fiscal year. Although
sales of high-frequency modules rose
year-over-year, sales of power supply modules
declined.

From the fiscal year ending March 2013, the
product segment has been changed to the
"Integrated Modules and Devices” segment,
reflecting the business model for this product
segment, and its focus on an increasing ratio of
integrated devices, rather than the individual
modules that were the core products in the past.
This segment will now include SAW/FBAR
devices, antennas and ceramic filters. The
Company is building a firm production base for
SAW/FBAR devices in response to rising
demand from the growing smartphone and tablet
PC markets, where we see an increase of the
need for more of these components. TAIYO
YUDEN is also aggressively targeting the market
for super-high-end components with products
such as the EOMIN®--embedded-parts multilayer
wiring substrate (“component-on-chip”) which
was developed using TAIYO YUDEN proprietary
technology. In addition, this segment is also
focused on the power supply business with
recovery systems and other products for the
energy market.

This new product segment,
"Integrated Modules &
Devices," now newly
includes SAW/FBAR
devices, antennas and
ceramic filters.

- SAW/FBAR Devices
- Varistors

Because the segment was changed
from the fiscal year ended March
2011, only the figures for three fiscal
years have been stated.

It is the electronic parts which do not belong
to the division of the "Capacitors" "Ferrite and
Applied Products" "Modules".

In the fiscal year ended March 2012, sales of
SAW filters and other SAW/FBAR devices
rose year over year, comprising a 24.3%
increase in sales, to ¥19,294 million.

Due to the reorganization of the product
segments, energy devices, which formerly
were included in the "Capacitors" segment,
will be included in this segment. Going
forward, we will develop products in energy
devices, which is expected to grow, develop
applications in advanced technology fields,
and expand sales in energy-related fields.

From the fiscal year ending
March 2013, energy
devices (polyacene
capacitors, lithium ion
capacitors) have been
added to this segment.
SAW/FBAR devices,
antennas and ceramic
filters have been changed
to the "Integrated Modules
& Devices” segment.

- Power Supply Modules
- High frequency modules
- Embedded parts multilayer

wiring substrate

From the fiscal year ending March
2013, the product segment has
been changed to the "Integrated
Modules & Devices” segment.

Review of Operations
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- CD-Rs, DVD-Rs, BD-Rs

Consolidated net sales for the year ended
March 2012 were ¥16,152 million, down 21.1%
from the previous fiscal year. Sales of CD-Rs
and DVD-Rs/DVD+Rs all declined year over
year, although sales of BD-Rs were robust.

In the year ending March 2013, the Company
will take steps to return its CD-R, DVD-R and
BD-R businesses to profitability, focusing
mainly on consumer electronics applications.
We will also try to cultivate the market for
archiving applications, which requires highly
reliable product types.

Sales in this segment primarily come from the circuit design and
mounting business of one of our subsidiaries. For the fiscal year
ended March 31, 2012, sales in this segment were ¥6,791 million,
down 32.4% from the previous fiscal year.

Review of Operations

Because the segment was changed
from the fiscal year ended March 2011,
only the figures for three fiscal years
have been stated.
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TAIYO YUDEN’s research & development continues its focus on activities
that are driven by one of the Company’s main objectives, which is to
develop products that are rated highly by our customers, by means of
enhancing the Company’s knowledge and technology positions and
leveraging its skill set to allow for this development. The Company intends
to further advance its materials technology, processing technology, design
technology and production technology to meet the various needs of our
customers, such as size constraints, digitization, multi-functionality and

modulization of their products.
To this end, the Company is creating super-high-end products ranging from various types of chip components, circuit
modules, high-frequency devices and electronic noise suppression components.

Promote technological development ahead of product development
and become a global leader in technology

Devise technologies which can be applied not only to specific products
but also to other areas useful to the markets we serve

Develop technologies which can be economically applicable to
our manufacturing process and meet critical environmental standards

Persist to create the world's best and first technologies

SAW/FBAR components are primarily used in
smartphones as well as other mobile electronics devices.
These products are quickly becoming an essential
component in mobile telecommunications products.
EOMIN® is an embedded-parts multilayer wiring substrate.
It uses a copper core to provide low noise and heat
dispersion qualities. These EOMIN® modular devices can
greatly reduce the overall size of conventional modules.

As smartphones incorporate increasing functionality and
multiband capabilities, the number of individual
components they require is steadily increasing. At the
same time users are demanding that the handsets be
smaller and thinner. TAIYO YUDEN’s SAW/FBAR devices and EOMIN® products can be used to create highly
functional front-end modules which can respond to these market needs.

TAIYO YUDEN uses its advanced product development technology and production technology to supply a multitude
of high value-added super-high-end products, and is expanding production capacity accordingly. R&D efforts will
continue to focus on SAW/FBAR devices and EOMIN® products.

*Front-end Modules
Includes transmission/reception circuits in the antenna unit, to unify functions in a single module

Business Overview

Research and Development
Sales in this segm ent prim arily com e from  the circuit design

and m ounting business of one of our subsidiaries. For the

fiscal year ended M arch 31, 2012, sales in this segm ent w ere

\6,791 m illion, dow n 32.4% from  the previous fiscal year.

Because the segm ent w as changed

from  the fiscal year ended M arch

2011, only the figures for three fiscal

years have been stated.

Research and Development Principles

The Leading Edge of R&D
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Research and Development

During the fiscal year ended March 2012, R&D expenditures were ¥8,068
million. The following section outlines the Company's main R&D activities.

Multilayer ceramic capacitors
The Company has improved its dielectric materials technology, thin-film
and high capacity technology, and miniaturization capabilities to develop
dielectric layers that are less than 1 micron in thickness and has
mass-produced these products on a consistent basis. The Company’s
multi-layering technology is approaching a 1000-layer capability, allowing
TAIYO YUDEN to introduce and mass produce new capacitor products in
the EIA 1206 size (3.2mm x 1.6mm) and EIA 1210 size (3.2mm x 2.5mm)
range, both with a high capacitance of 220μF.
Looking ahead, we will apply these technologies to expand production of new products for the smartphone market.

Energy devices (capacitors)*
TAIYO YUDEN has developed the world’s smallest polyacene capacitors,
for use in smartphones and for backup purposes in digital cameras. The
Company has begun mass production of a coin-type 3.8mm-diameter x
1.1mm device, the smallest in the industry, and a rectangular 3.2mm x
2.5mm device, and has also begun mass production of low-profile,
low-impedance polyacene capacitors. With the utilization of a two-layered
electric capacitor structure and a lithium ion-coated anode, the Company
has developed a cylindrical lithium ion capacitor which offers improved
energy precision. Development work on a low-profile lithium ion capacitor is continuing. The Company will continue
to develop superior new products that meet market needs in the energy device market. This market is expected to
enjoy strong growth in the future.

*From the fiscal year ending March 2013, TAIYO YUDEN changed the product segment to the "Other Electronic
Components" segment.

Multilayer chip inductors
TAIYO YUDEN is expanding its lineup of multilayer choke coils for DC-DC
converters used in the expanding mobile electronics market. The Company
has begun mass production of miniaturized, EIA 0603 size (1.6mm x
0.8mm) products which have a low profile of just 0.33mm in height. In the
market for high-frequency multilayer inductors, used in the high-frequency
circuits of mobile phones, TAIYO YUDEN developed EIA 0201 size (0.6mm
x 0.3mm) and EIA 01005 size (0.4mm x 0.2mm) products which offer the
best Q-factor characteristics in the industry. These products are in mass production. As technology continues to
progress, the Company intends to launch even smaller and higher-function products.

Wire-wound inductors
Surface-mounted coil inductors used in power supply circuits are another
focus of development for TAIYO YUDEN. Of particular note is the choke
coils used in DC-DC converters produced for the growing smartphone
market. To address strong market demand for low-profile products, the
Company has begun mass production of 2mm x 2mm products. In
response to the demand for even smaller products with large power
outputs, the Company has used its technological know-how in developing
new materials and advanced production technology to develop and mass
produce the MCOIL® metallic power inductor. In the future, the Company
plans to expand its lineup of MCOIL® products and increase production to further enhance competitiveness and
product breadth. The Company will also continue working to develop new products by vigorously expanding its
product lineup to meet market needs.

Main Activities

Capacitors

Ferrite and applied products
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Research and Development

Multifunctional modules
A strong market demand for power-conserving components has prompted TAIYO YUDEN to work on the
development of power source technology which reduces power consumption. Meanwhile, the Company is
developing LED technology for use in both lighting applications and as a backlight unit for flat screen television sets.
This technology provides the Company with several competitive advantages. In the future, the Company will
continue working to address power conservation needs, developing multifunctional modules that have superior
compactness, a low profile and high efficiency. One way to further reduce power consumption is to reuse energy in
circuits. TAIYO YUDEN is developing new applications for power sources, and its own in-house IC control
technologies for power sources, creating a stronger and more competitive product lineup.

Wireless communication modules
In the growing market for short-range wireless communications, TAIYO
YUDEN has developed a multitude of products from small, low-profile
modules and its own antenna modules, to meet customer needs with an
emphasis to develop a wide range of products that reflect market demand.
Recently, the Company developed a “combination module” which
incorporates more than one separate wireless transmission standard—an
example of this is our Bluetooth® and wireless LAN—in a single module
product. We are currently making intense efforts to incorporate these
modules in new products.

As communications networks incorporate more and more separate and diverse pieces of equipment, the Company
has been working to develop and commercialize a module business that supports software requirements. The
Company is now capable of proposing solutions in the new communications-related markets in fields such as digital
home electronics and health care.

Communication devices*
SAW technology has become a key element in the devices that support the
rapidly growing smartphone market, and TAIYO YUDEN is working hard to
develop products in this segment. The Company already offers products
that support both the global standard variety of 3G service (UMTS) and
also the LTE standard which is likely to provide the backbone for
next-generation networks and services. The Company is making proposals
for miniaturized, low energy-consumption filter devices and front-end
modules with value-added integrated circuits. TAIYO YUDEN is also
focusing its efforts to develop products that use FBAR technology to
support more highly functional devices. The market for telecommunications products is becoming increasingly
complex. TAIYO YUDEN will propose and develop high-frequency devices that offer the most appropriate solution to
market needs.

*From the fiscal year ending March 2013, TAIYO YUDEN changed the product segment to the "Integrated Modules
and Devices” segment.

The Company has begun mass production and shipments of a 6x speed
device in support of the market for BD-R LTH recording media. And, in
response to mounting demand for long-term optical storage devices (for
archiving purposes), TAIYO YUDEN is continuing efforts to develop
high-quality products for various types of recording format—CD-R, DVD-R
and BD-R.

Modules

Other Electronic Components

Optical Media Products
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Research and Development

The TAIYO YUDEN Group strives to make a positive contribution to reducing the Company's burden on the
environment by pursuing “green products” and working to provide a stable supply of these items. Critical factors
such as design and production, marketing, support for installation in final products, and disposal have all been
considered as the Company endeavors to reduce muda (waste), mura (inconsistency) and muri (overburdening the
environment). To this end, the Company is committed to developing products which offer value to employees,
customers and local communities alike.

TAIYO YUDEN has implemented product quality and environmental management systems and has leveraged the
Occupational Health & Safety Systems to meet the task to develop “green products” that reduce waste,
inconsistency and overburdening the environment. The TAIYO YUDEN Group will maintain its level of dedication to
the development of superior green products through its involvement in the “green processes” and development of
“green products.”

Development of “green products”
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Since its foundation, the TAIYO YUDEN Group has implemented a management philosophy that focuses on
"employee well-being," "betterment of local communities" and "responsibility to provide returns to
shareholders." Over the years, we have strived to build strong relationships with all stakeholders, beginning
with the Company's shareholders, with a strong focus on enhancing corporate value. Considering the
strengthening of corporate governance as the most important issue, the Company tries to make management
more transparent with timely information disclosure, enhance compliance systems, and construct systems for
ensuring speedy decision-making and execution of duties, as well as appropriate supervision and audit.

All Outside Directors and Outside Corporate Auditors are appointed as Independent Officers who have no
possibility of conflict of interests with general shareholders.
The Company established the operating officer system and has Operating Officers in place so as to separate
supervising function from operating function.
Principal meetings and roles of committees are as follows.
・Management Implementation Committee

In Management Implementation Committee, Operating Officers in charge of business operations deliberate and
determine political matters related to operations of group management.
・TM Meeting

In TM Meeting consisting of Directors with a rank of Executive Operating Officer or higher, matters concerning
personnel, organizations, and remunerations in the entire Group are deliberated and determined, and matters
concerning important management policies are deliberated in advance.
・Nominations Committee

The Nominations Committee nominates candidates for Directors, Corporate Auditors, and Operating Officers, and
deliberates matters related to election of Representative Directors and Directors. The Committee is chaired by an
Outside Director who is an Independent Officer to ensure objectivity of each deliberated matters.
・Remuneration Committee

The Remuneration Committee deliberates systems of remunerations to Corporate Officers, as well as details of
remunerations to each Corporate Officer. The Committee is chaired by an Outside Director who is an Independent
Officer to ensure objectivity of each deliberated matters.
・Compliance and Risk Management Committee

The Compliance and Risk Management Committee consisting of Directors and Operating Officers discusses
activities to improve systems concerning internal control, relevant instructions, and their progress management.

Management Policy

Corporate Governance

Basic Policy for Corporate Governance

Review of Corporate Governance
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Yoshiro Kanzaki
Eiji Watanuki
Katsumi Yanagisawa
Shoichi Tosaka

Seiichi Tsutsumi
Osamu Takahashi
Takashi Tomaru
Shinji Masuyama
Akihiko Mochizuki
Toshio Mishuku
Kazuyuki Oshima
Hirokazu Chazono
Kazuya Umezawa

Directors, Auditors and Operating Officers

Directors

Auditors

Yoshiro Kanzaki
Representative Director

Eiji Watanuki
Representative Director

Katsumi Yanagisawa
Director

Shoichi Tosaka
Director

Seiichi Tsutsumi
Director

Osamu Takahashi
Director

Yuji Iwanaga
Outside, Independent Director

Hisaji Agata
Outside, Independent Director

Norio Osakabe
Corporate Auditor

Mamoru Yamaki
Corporate Auditor

Tomonori Akisaka
Outside, Independent Auditor

Kazuhiro Yamakawa
Outside, Independent Auditor

Operating Officers

Chairman
President
Senior Executive Operating Officer, in charge of Electronic components business
Executive Operating Officer, in charge of R&D and engineering, Quality assurance,
New business planning and development, and Recording media business
Senior Operating Officer, in charge of Integrated module & device business
Senior Operating Officer, in charge of Management planning
Senior Operating Officer, in charge of Greater China area
Senior Operating Officer, in charge of Electronic components business
Operating Officer, in charge of Recording media business
Operating Officer, in charge of General administration, and CSR and internal management
Operating Officer, in charge of Global SCM development
Operating Officer, in charge of Ferrite application product
Operating Officer, in charge of New business planning department
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The Compliance and Risk Management Committee supervises all the CSR activities of the TAIYO YUDEN Group.
The chairman of the Committee is a Representative Director, and all TAIYO YUDEN directors are Committee
members. The promotion organization is comprised of officers in charge of business operations and head quarter
divisions appointed for each provision of the Code of Conduct and each applicable risk. TAIYO YUDEN
management is conducted in accordance with this system (the Compliance and Risk Management System) and
implemented by each Group company in accordance with the activity policy and rules in common established by the
promotion organization.

In order to realize the purpose of the CSR Charter, the TAIYO YUDEN Group has built a CSR management
system. This system puts in place the mechanisms and rules that ensure adherence to laws and regulations and
promote the CSR Code of Conduct. Based on this, each Group company conducts CSR activities using PDCA.
Furthermore, TAIYO YUDEN continually monitors and checks this system by using internal audits and a
whistle-blowing system. Annual reviews of business results are done to assure continuous improvements of all
CSR activities.

The TAIYO YUDEN Group implements a management philosophy that focuses on "employee well-being,"
"betterment of local communities" and "responsibility to provide returns to shareholders." Over the years,
we have strived to build strong relationships with all stakeholders, beginning with the Company's
shareholders, with a strong focus on enhancing corporate value. In 2005 the TAIYO YUDEN Group
formulated its CSR Charter (TAIYO YUDEN’s Social Responsibility), and in 2006 it formulated the CSR
Code of Conduct as a concrete code of behavior to which employees must adhere. Based on the CSR
Charter and CSR Code of Conduct, the entire TAIYO YUDEN Group engages in CSR activities.

Management Policy

CSR Activities
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The TAIYO YUDEN Group continually strives to assure fulfillment and awareness of its CSR responsibilities.
We engage in safety and environment initiatives based on the CSR Charter. We continually work to ensure
the safety of the workplace, to maintain the health of our employees, and to co-exist with nature by
reducing the burden on the environment through a variety of business activities.

Recycling of washing water used for plating
We installed equipment for recycling the washing water used for plating, thereby
contributing to a reduction in the volume of water used by the plant.
(DONGGUAN TAIYO YUDEN/TAIYO YUDEN (GUANGDONG))

Checking that breathing masks fit properly
Continuing to implement countermeasures against exposure to nano-materials,
TAIYO YUDEN made employees learn how to properly use respiratory protective
equipment. (TAIYO YUDEN Group, domestic base)

Firefighting training
To ensure all employees know how to use a fire extinguisher,
we trained them in firefighting procedures using a water-type fire extinguisher.
(Haruna Plant)

Plant tours
We organized tours of TAIYO YUDEN Group plants in various regions, at which we
explained about the business activities and products of the plant.
(Various bases of the TAIYO YUDEN Group)
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Financial Section
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Millions of yen 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Net sales 152,057 153,721 163,328 172,256 186,539 221,229 238,274 185,452 195,690 210,401 183,795

Operating income (loss) 6,190 8,169 10,988 2,055 6,691 22,018 21,304 (12,755) 4,203 8,792 (8,010)

Ordinary income (loss) 9,965 7,288 9,381 1,973 6,997 21,641 19,141 (12,601) 1,966 6,740 (9,070)

Net income (loss) 6,320 2,992 (1,844) (774) 3,155 12,944 10,634 (14,332) (680) (5,506) (21,599)

Net assets 159,096 152,552 140,395 141,667 153,875 169,497 167,766 139,435 139,263 127,626 104,400

Total assets 231,555 214,097 213,988 212,231 224,381 258,552 271,605 225,451 236,361 221,272 208,461

Cash flows from operating activities 36,156 28,967 18,494 5,853 20,054 28,979 29,791 15,696 25,662 25,219 5,534

Cash flows from investing activities (15,046) (5,642) (14,683) (19,601) (15,290) (33,780) (43,768) (25,665) (8,918) (16,594) (28,945)

Cash flows from financing activities (11,452) (13,425) (2,464) 3,386 (2,805) 7,586 12,855 9,780 (8,775) (8,948) 11,388

Cash and cash equivalents at end of year 33,782 41,883 40,752 31,245 35,672 39,435 35,401 33,110 40,451 38,811 26,671

R&D expenses 8,278 7,988 7,903 7,581 7,096 8,207 8,888 8,463 7,698 8,475 8,068

Capital investment 18,511 7,417 14,409 22,464 15,778 30,244 44,584 27,018 9,352 17,519 26,764

Depreciation and amortization 20,745 20,284 18,333 17,984 17,052 18,376 23,294 27,850 23,922 19,309 19,250

Yen 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Net assets per share 1,321.41 1,268.22 1,176.13 1,187.69 1,290.00 1,421.45 1,403.24 1,181.28 1,179.82 1,080.61 884.70

Basic net income (loss) per share 52.49 24.38 (15.90) (6.58) 26.00 108.58 89.22 (121.51) (5.78) (46.82) (183.70)

Diluted net income per share 50.54 23.66 - - 25.21 104.09 82.06 - - - -

Cash dividends per share 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 5.00

％ 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Equity ratio 68.7 71.3 65.6 66.8 68.6 65.5 61.6 61.6 58.7 57.4 49.9

Return on Equity [ROE] 4.1 1.9 (1.3) (0.5) 2.1 8.0 6.3 (9.4) (0.5) (4.1) (18.7)

Return on Assets [ROA] 4.2 3.3 4.4 0.9 3.2 9.0 7.2 (5.1) 0.9 2.9 (4.2)

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Number of employees [consolidated] 15,794 15,791 17,194 17,577 19,656 20,387 20,117 17,478 17,836 17,267 16,194

Number of employees [non-consolidated] 2,895 2,860 2,675 2,669 2,592 2,686 2,905 2,918 2,957 2,988 2,977

TAIYO YUDEN CO., LTD. and Subsidiaries
Years Ended March 31 and as of March 31

Note: ROE = Net income/Shareholder's equity (yearly average)
ROA = Ordinary income/Total assets (yearly average)Financial Sum m ary

Financial Sum m ary

Financial Summary

Financial Summary (FY2002-FY2012)
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Assets

Liabilities

Net Assets

Cash Flows

Total assets at fiscal year-end were valued at ¥208,461 million, a decrease of ¥12,811 million compared with the
previous fiscal year-end. Current assets decreased ¥15,177 million mainly due to five factors; 1) a decrease of
¥12,045 million in cash and cash equivalents, 2) a decrease of ¥1,369 million in deferred tax assets, 3) a decrease
of ¥972 million in raw materials and supplies, 4) a decrease of ¥789 million in work in process, and 5) an increase of
¥674 million in trade notes and accounts receivable. Fixed assets increased ¥2,365 million mainly due to an
increase of ¥6,418 million in property, plant and equipment and a decrease of ¥3,046 million in deferred tax assets.

Total liabilities at fiscal year-end were ¥104,061 million, up ¥10,414 million compared to the previous fiscal year-end.
This was due primarily to four factors; 1) an increase of ¥8,000 million in bonds payable, 2) an increase of ¥6,034
million in short-term borrowings, 3) a decrease of ¥2,695 million in accrued amounts payable, and 4) a decrease of
¥1,702 million in trade notes and accounts payable.

Total net assets at the fiscal year-end were ¥104,400 million, down ¥23,225 million as compared to the previous
fiscal year-end due primarily to a decrease of ¥21,599 million from a net loss, a decrease of ¥881 million in cash
dividends from retained earnings, and a decrease of ¥662 million from foreign currency translation adjustments.

Net cash provided by operating activities in the fiscal year reached ¥5,534 million (a 78.1% decrease compared with
the previous fiscal year). The major factors include loss before income taxes and minority interests of ¥14,624
million, depreciation and amortization of ¥19,250 million, business structure improvement expenses of ¥4,276
million, an impairment loss on property, plant and equipment of ¥268 million, an increase in trade receivables of
¥1,115 million, and a decrease in inventories of ¥1,549 million.

Net cash used in investing activities totaled ¥28,945 million (a 74.4% increase over the previous fiscal year). The
major cash outflow was ¥29,101 million for purchases of property, plant and equipment.

Net cash provided by financing activities for the fiscal year was ¥11,388 million (compared to ¥8,948 million in net
cash used in the previous fiscal year). Major factors included a net increase in short-term borrowings of ¥6,053
million, proceeds from long-term borrowings of ¥12,000 million, repayments of long-term borrowings of ¥12,563
million, and proceeds from issuance of bonds of ¥7,959 million.

As a result, cash and cash equivalents at end of the year were ¥26,671 million, a decrease of ¥12,140 million as
compared to the previous fiscal year-end.

Financial Summary

Financial Review
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Financing

Selling, General and Administrative
(SG&A) Expenses
(SG&A) Expenses

Other Income
(Expenses)

Overview of Capital
Investment

The TAIYO YUDEN Group practices consolidated management of Group funds with the objective of increasing the
efficiency of funding operations. We collect surplus funds from subsidiaries to supply necessary funds to other
subsidiaries, while procuring funds externally to cover any shortfalls. We have adopted a Cash Management System
(CMS) to minimize external interest-bearing debt.

Financing from external sources at fiscal year-end consisted of the following items:
1. A current portion of convertible-bond-type bonds with subscription rights to share of ¥19,635 million
2. Short-term borrowings of ¥9,031 million
3. The current portion of long-term borrowings of ¥4,147 million
4. Bonds payable of ¥8,000 million
5. Convertible bonds with stock acquisition rights of ¥365 million
6. Long-term borrowings of ¥17,297 million
7. Lease liabilities of ¥2,374 million.
Borrowings are made in Japan at fixed interest rates. The Company also has a commitment line of ¥10,000 million
effective for three years to ensure financial stability. We renewed this commitment line in December 2011 with the
intention of having these funds available for any emergencies that may severely impact cash flow. As for the fiscal
year-end, the Company has not used any of this commitment line.

The TAIYO YUDEN Group has the ability to generate cash flow through sound financial management and operating
activities. This enables the procurement of operating capital and funds for capital investment required for the future
to maintain growth on a group-wide basis.

SG&A expenses were ¥34,742 million for the fiscal year ended March 31, 2012, down ¥2,395 million from the
previous year. The contributors to the decrease were decreases in tariffs and commission fees, a decrease in the
provision for employee salaries and benefits, and a decrease in R&D expenses.

The net amount of other income (expenses) was expenses of ¥6,614 million, down ¥5,831 million compared with the
previous year. These expenses reflect the posting of business structure improvement expenses, and the absence
this year of last year’s posting of a loss on (earthquake) disaster.

Capital investment during the year ended March 2012 amounted to ¥29,101 million. The overall breakdown is as
follows.

[Electronic Components]
Capital investment of ¥28,510 million was used mainly to boost productivity of capacitors, and ferrite and applied
products, and for R&D facilities.

[Optical Media and Others]
Capital investment of ¥591 million was used mainly to launch new optical media products.
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Note: The percentage of voting rights held has been calculated after subtracting the number of shares of treasury stock (2,894,450 shares).

Number of shares
(Thousands)

Voting rights
(%)

The Master Trust Bank of Japan, Ltd. (Trust Account) 156,721 13.0
Japan Trustee Services Bank, Ltd. (Trust Account) 111,042 9.2
THE BANK OF NEWYORK  - JASDECTREATY ACCOUNT 42,062 3.4
Sumitomo Mitsui Banking Corporation 40,000 3.3
BNY GCM CLIENT ACCOUNT JPRD AC ISG (FE-AC) 32,173 2.6
The Iyo Bank, Ltd. 30,001 2.4
Trust & Custody Services Bank, Ltd. (Securities Investment Trust Account) 28,805 2.3

Nippon Life Insurance Company 23,805 1.9

MORGANSTANLEY & CO. LLC 27,912 2.3
JPMorgan Securities Japan Co., Ltd. 24,400 2.0

Common stock (Authorized) 300,000,000

(Issued)    120,481,395

(Including 2,894,450 shares of treasury stock)

Stock exchange listing First section of Tokyo Stock Exchange

Securities code 6976

Unit of trading 100 shares

Number of shareholders  13,121

As of March 31, 2012

■ Stock Information ■ Composition of Shareholders

■ Major Shareholders

■ Stock Price/Trading Volume

Stock Information

4 7 10 1 4 7 10    1     4 7 10 1 4 7    10 1     4 7 10 1    4

Stock price (yen)

Trading volume
(thousand shares)

March 2008 March 2009 March 2012March 2010 March 2011 March 2013

*Figures have been rounded to one decimal place.

100,000
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16,194 (Consolidated)
2,977 (Non-consolidated)

(as of March 31, 2012)
Ceramic capacitors, inductors,
modules, SAW/FBAR devices,
energy devices, optical recording
media, etc.
http://www.ty-top.com/

As of September 1, 2012

■ TAIYO YUDEN Group Subsidiaries and Affiliate (36 companies)

(Japan) 13 companies

(Overseas) 23 companies

Corporate Data

Company name
Head office

President and Representative Director
Date of establishment
Paid-in capital

Number of employees

Main products

URL

TAIYO YUDEN CO., LTD.
6-16-20 Ueno, Taito-ku,
Tokyo 110-0005, Japan
Tel +81-3-3832-0101
Eiji Watanuki
March 23, 1950
¥23,557 million
(as of March 31, 2012)
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TAIYO YUDEN CO., LTD.
6-16-20, Ueno, Taito-ku, Tokyo 110-0005, Japan
Tel +81-3-3832-0101
http://www.ty-top.com/
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