Highlights of Consolidated Financial Results for the First Half of FY 2008 (U.S. GAAP)

Financial topics for the First Half (1H) of FY 2008

(Unit: billion yen ,(losses)

Octobe!

r 30, 2007

ITOCHU Corporation

= 1H Net income increased by ¥20.4 bil or 21% compared with the previous 1H to ¥117.0 bil, surpassed ¥100 bil for the first time, achieving highest ever for the 3 consecutive years. Components of 1st Half 1st Half Increase Components of Consolidated Net income u P;fem Comll?;ﬂy
. after consolidation
« In addition, 1H Gross trading profit marked the highest for the 3 consecutive years, making new record for 1H Adjusted profit 4 years, and 1H Income before income taxes Consolidated Net Income FY 2008 FY 2007 (Decrease) adjustments
81.8 .
in a row, showing a steady progress (56%) with the outlook for FY 2008. 59 69.7 3 Group Compzﬂles
: Overseas tradin
+ 1H Net income in "Energy, Metals & Minerals" recorded almost ¥50 bil. All of the four segments; "Machinery"”, "Food", "Chemicals, Forest Products & General Merchandise", Parent company 30.1 39.1 (8.9) 26.9 35 2 30. 391 30.1 = subsidiaries 0
and "Finance, Realty, Insurance & Logistics Services" achieved more than ¥10 bil, followed by "Textile", and “Aerospace, Electronics & Multimedia". Group companies ™*) 81.8 69.7 12.2 @2-1 .% é&o 11.2 [O: Consolidation
- . . . . . . . . . T adjustments
= Stockholders' equity increased by ¥133.8 bil or 15% from prev. FY achieved over ¥1 tril. NET DER improved by 0.1pts to 1.7 times. Financial structure being strengthened. Overseas trading subsidiaries 11.2 10.0 1.2 b‘s L] ©1) '
(Note 1)For this 1H, profit of ¥52.2 bil was recorded at equity in earnings of Orient Corporation (hereinafter “Orico™) accompanied by a gain recognition regarding exemption from obligation to redeem preferred Consolidation adjustments 6.1) (22.1) 15.9 (135) (18 8) (17 3) (22.1)
stocks, brought by the reverse split of the preferred stocks in Orico. On the other hand, a devaluation loss of ¥26.2 bil was recognized through remeasurement of the per-share fair value of the Orico common T T
stocks currently held, considering a dilution effect that the recent falling of Orico stock price might cause cheaper conversion at the preferred stock issued by Orico into common stock, and lead potential *QonSOIIdated net mcom_e 1_17'0 — _96'7 — 20.4 FY200411H 05/1H 06/1H 07/ O8/1H
increase of number of common stock. [¥10.7 bil of reversal of deferred tax asset for equity in investment in Orico is recognized and is displayed in Income taxes.] (*) includes the tax effect accounting treatment relating to the equity in investment in Orico. )
(applied to "Group co. reporting profits” in the "P/L of Group Companies Reporting Profits / Losses" section as well)
Consolidated Financial | | 1stHaif | [ 1stHalf | Increase (Decrease) Summary of changes from the same period | o oo The F;'e";‘\’;zso‘;‘g'oo" Share of Group Companies | | September 30 | September 30|  Increase e 1st Half 1st Half S”{;}“:“;%:;Z:i’;gg?;:m
. . . or . .
Results of Operations | | FY 2008 | | FY 2007 % of the previous fiscal year (Dislose 2 of Apri 27, 2007) Reporting Profits 2 2006 (Decrease) e FY 2007 previous fiscal year
Progress(%) Incr/(Dcr) (Major Group Companies Reporting Profits) (C):Consolidated subsidiary, (E):Equity-method associated company
Revenue 1,423.8 1,233.5 190.3 15% | |- Revenue: increase due to expansion of production in crude ol Share of group co. reporting profits 77.4% 78.5% (1.1%)| | ITocHU oil Exploration Increase ir_1 sales v_olume .
- - fields owned, Automobile transactions to Europe, and turning - - Azerbaiian) | ©) 16.0 10.3 | [accompanied by oil production
Gross trading profit 491.3 421.9 69.4 16% NIPPON ACCESS, INC. into a consolid. subs.(Note 2) | | 1,010.0 49% 975.0 35.0 Number of group co. reporting profits 489 525 (36)| | (Azerbaijan) Inc. volume increase
i = Gross trading profit: (increase fields/bus.) | “Operati Number of group co. reporting losses ; Almost unchanged due to
Selling, general and - - 4 .p - ficrease Tiedybus Sepge:elr:g e 144 (D} | ITocHy !\/Imerals & Energy ©) 13.8 13.8 | |depreciation of yen in spite of fall
administrative expenses (358.0) (295.4) (62.6) 21% Textile /Decr: Leaving of some consolid. subs. \nformation” (725.0) 49% (700.0)[ (25.0) Total 632 669 (37) of Australia Pty Ltd (IMEA) in coal prices
Provision for doubtful receivables (0.2) (3.0) 2.9 - Mach. /Incr: Automobile trans. to EUR, profit from a US const. (5.0) 2% (5.0) - Marubeni-Itochu Steel Inc. (MISI) (E) 8.2 9.2 | |Dectine in U.S. building material business
Interest income . . 0.4 0, mach. distribution subsidiary acquired at the end of the prev. 1Q . . R : Loss from associated companies,
}(i) 8.3 8.0 5% ' e (i) (35.0) a5%) | (i) (44.0) 9.0 P/L of Qroup Qompanles 1st Half 1st Half Increase ITOCHU International Inc. (¢ 47 6.2 | including general merchandise related
Interest expense (24.2) (21.7) (2.5) 11% Aero, Elec. & MItiMd /Incr: Domestic mobile phone sales Reporting Profits / Losses FY 2008 FY 2007 (Decrease) (Note 5) subsidiaries
Dividends received (ii) 13.8 10.0 3.8 38% Ener.Met. /Incr: Oil production volume increase (sales volume increase) (ii) 20.0 69%| [ (ii) 17.0 3.0 (Major Group Companies Reporting Losses) (Note 5) includes 40% of the net income of Am-Pac Tire Distributors, Inc.
ﬁii”ké’éﬁ‘:’;é?iﬁ'ri?fe‘s”vnii‘?fv”vﬁé”ﬁowﬂ(iii) 105 14.6 (4.1) - || Chem..FP&GM /Decr: Demands slowdown for house building Group co. reporting profits | | ) 109.9 87.2 22.7 | | ITocHU Property © 7. 02) zenvoav'v“i;gf;;:;rleea; e fcf::nag'ee o
(e;qaL:Pp%%Srft) r?gt property and 0.2 (0.8) 1.0 _ materials in U.S. and less-active domestic plywood market (iii) 15.0 90% (iii) 7.0 8.0 Group co. reporting losses (16.9) (7.6) (9.3) DevelopmentY Ltd. . - long-term development projects
Food /Incr: Turning NIPPON ACCESS, INC. int lid. subs. * N i istri | i t of goodwill and trademark
Other-net 2.8 4.0 1.3) - M urning _ into a conso ENOSILé 25) Total *) 93.0 79.7 13.4 | | Am-Pac Tire Distributors, Inc. ~ (C) (1.2) 0.0 | |tmpairment of gooduwill and tradernark
Total other expenses (346.6)] | (284.3) (62.3) 2204 | | Ein-Rity. insur8LS /Deer. Devaluation of real estate for sale (730.0)|  47%| | (725.0) (5.0 (Group companies) On Demand TV, Inc. (E) (1.0) (0.9)| |Prior expenses for expansionof
Income before income taxes 144.7 137.7 7.0 5% | |* SG&A: Turning NIPPON ACCESSZ)IN(é into a consoflltt)i subs. 280.0 52% 250.0 30.0 Group co. reporting profits *) 98.6 76.6 21.9
Note 2) and expansion of business - - - -
Income taxes (73.0) (60.7) (12.4) 20% | |- Provision for doubtful receivables: (131.0)| 56%]| | (140.0) 9.0 Group co. reporting losses (16.7) (6.9) (9.8)[ | P/L of Group Companies Reporting Profits / Losses B: Group companies
Income after income taxes 71.7 77.0 (5.3) (7%)| | !merove through collection of receivables 149.0 48% 110.0 39.0 Total of Group companies ) 518 69.7 122 — reporting profis
- — 524 64 3 87.2 797 93 0 [O: Group companies
Minority interests (5.0) (6.0) 1.0 (17%)| |+ Net financial income (expenses): (i+ii) [+1.7] (19.0) 26% (19.0) - (Overseas trading subsidiaries) 73 290 Y 49 1 reporting losses
Equity in earnings of associated companies 50.4 257 247 96% (i)Net interest exp. -2.1 (Interest rates rise) (ii)LNG-related +1.8 80.0 63% 119.0 (39.0) Group co. reporting profits 11.4 10.6 0.8 m . %a % E: Net P/L
Net income 117.0 96.7 20.4 21% | |- Gainon dis_posal inv.& sec.: [incr/Decr] 210.0 56% 210.0 - Group co. reporting losses 0.2) (0.6) 0.4 ©3) ©9.6) (15.2) 7.6) 169)
Sales +8.1, Gain on exchange -3.5, Devaluation losses -5.7, Total of Overseas trading subsidiaries 11.2 10.0 1.2 FY2004TH O5TTH 06/TH 07TH 08TTH
(Accordance with Japanese accounting practice) Losses for liquidation of businesses and others -3.0
Total trading transactions 5,898.0 5,572.4 325.6 6% | |- Gain (loss) on property and equip.:[incr/Decr] Sales +1.0 | |12,100.0 49%| |12,100.0 - . . ... September 30|  March 31 Increase [Summary of changes from Mar.31 2007] Outlook for 1st Half 1st Half
: e o . Financial Position Total assets / Increased March 312008 | | Cash Flows
Gross tradlng pI’OfIt ratio 8.3% 7.6% 0.8% = Equity in earnings of assoc.co.s: [Incr/Decr] 8.3% 8.1% 2007 2007 (Decrease) Increase: Trade receivables, Property and arc i FY 2008 FY 2007
Orico(Note 1), Chemoil Energy Limited -1.3, Mazda Canada equipment in energy dev., additional [ Same as the ]
» investment in Orico, and increase of equity previous outlook
Adjusted profit I I 181.7 I I 1485 33.2 2206 I Inc. (Note 3) -1.0, MISI -1.0, kabu.com Securities Co., Ltd. I 350.0 | 52%' I 367.0 | (17_0)| Total assets 5,408.0 5,271.5 136.5 |:i>n eamings(?fissog coh - 5,800.0 Operating 16.6 69.6
. ecrease: Cash and cash equivalents
Adjusted profit = Gross trading profit + SG&A expenses + Net financial expenses | (Note 3)-0.7, Al Beverage Holding Co., Ltd +0.4 Interest-bearing debt 2,088.4 2,165.6 (77.3)| |stockholders' equity / Increased 2,250.0 Investing (92.1) (57.5)
+ Equity in earnings of associated companies (Note 2) NIPPON ACCESS, INC. was turned into a consolidated subsidiary at the end of prev 1Q, ; . ; Increase: Net income, Foreign currency Financin 107.9
qutty g P and consolidation of P/L accounts by consolidation method started from prev. 2Q. Net interest beanr_]g debt 1,7340 1,630.9 1031 gam'a‘"{” ;t,j“fztm;m . 1,850.0 9 ( ) (61.0)
(Note 3) ITOCHU Corporation ceased to pick-up equity P/L of these companies for this 1H. Stockholders' equity 1,030.0 896.2 13338 Fﬁmmﬂ?ﬂﬁ?ﬁ 1,080.0 | | Cash and cash 352.4 429.0
Gross trading profit and its ratio [D - Gross trading profit ~  Net income and Adjusted profit D Net income Dividend Information| | Dividend Information Net debt-to-equity ratio (times) 1.7 1.8 | Improved (.1 | |improved by 2.0pts to 19.0% 1.7 equivalents
line: Gross trading profit ratio I Adjusted profit (Per Share) (Per Share)
600.0 10.0% 210.0 | . 1st Half 1st Half
4219 4913 1817 Foreign exchange 1SEhalt 1st Half Ch Interest / Crude oil y
4000 | 3384 1400 el g 170 S ’ FY 2008 | FY 2007 anoes Fr2o08 | Fyooor | Changes
2145 3038 7.5% Annal | o L Anneal o Mar. closing |YEVUSS: average (Apr-Sep) 119.73 115.70 4.03 || Interest, JPY TIBOR 3M, average(Apr.-Sep.) 0.735% 0.324% | 0411%
2000 ¢ * 700 I ’—|I (Planned)| =" Y | | Pranned)| =" ! GOSN\ /0SS, at the end of the period 115.43 118.05 (2.62)|| Interest, USD LIBOR 3M, average(dan.-dun.) 5.357% 4989% |  0.368%
0.0 . . . . 5.0% 0.0 Interim | 8.5 yen Interim | 8.5 yen Dec. closing Yen/US$, average (Jan.-Jun.) 119.49 116.36 3.13 || Crude oil (Brent), | (Apr.-Sep.) 71.67 70.52 1.15
FY2004/1H 05/1H 06/1H 07/1H 08/1H FY2004/1H 05/1H 06/1H 07/1H 08/1H : : ’ Yen/US$, at the end of the period | [Jun-07] 123.26 |[Dec-06]119.11 4.15 |[average (US$/BBL) (Jan.-Jun.) 63.65 66.55 (2.90)
. Gross trading profit (Note 4) | | Net income | [Net income] Summary of changes from the same Operating Segment Information [Gross trading profit/Net income]
Operatlng Segment period of the previous fiscal year . . Aerospace, Electronics Energy, Metals Chemicals, Forest Products Food Finance, Realty, Insurance
Information 1st Half IstHalf | Increase 1st Half IstHalf | Increase (Note 4) Please refer to "Summary of changes from the same period of trading profit | Textile Machmery & Multimedia & Minerals & General Merchandise 00 & Logistics Services
FY 2008 | | FY 2007 |(Decrease)| | FY 2008 | | FY 2007 | (Decrease) the previous fiscal year" in "Consolidated Financial Results of Operations" 593 587 611 634 64.0 627 616 163.0
6 L8 501 517 485 505 529 208 199
Increase due to increase of equity in earnings of associated companies in brand marketing 331 115.8 16.6 184
Textile 55.8 58.7 (2'9) 7.2 6.4 0.8 investment and gain on sales of investment securities despite decrease in gross trading profit 28.7 19.2 686 723
Machinery 51.4 42.8 8.6 16.5 115 5.0 | [Increase in gross trading profit and dividends received ) ) mER . . .
Aerospace, Electronics 63.4 61.1 23 46 6.3 (l 7) Decrease due to SG&A increase in domestic IT-related business despite increase in EYO5 06 07 08 EYO5 06 EYO5 06 EYO5 06 EYO5 06 EY0O5 06 07 08 EYO5 06 07 08
& Multimedia . . . . . ' gross trading profit and gain on disposal of investments and marketable securites | | IH IH IH 1H 1_l:|____;[—|____;[—|____y_—| ______ 1 l—_|____1_l:|____1_l:|____1_l:|______1_l—_|____1_}—_|____1_l:|____1_l-_| _____ _1!-1_____1_}-_1____1_}-_{____1_}-1 _____ IH IH IH 1H H_ IH 1H_ 1H
. Increase in gross trading profit and dividends received from LNG related investments
Energy, Metals & Minerals 64.0 48.6 154 49.8 35.7 141 despite decrease in equity in earnings of associated companies . . Aerospace, Electronics Energy, Metals Chemicals, Forest Products Food Finance, Realty, Insurance
Chemicals, Forest Products 61.6 62.7 11 105 13.4 3.0 Decrease due to decreased gross trading profit and impairment of goodwill and Textile Machlnery & Multimedia & Minerals & General Merchandise 00 & Logistics Services
& General Merchandise : : @1 : : (B0 |rademark rights in tire business in North America 76 73 79 131 134 106 111 145
Slightly increase due to increase of equity in earnings of associated companies with . 6.4 ) 105 92 96 ) '
Food 163.0 1158 47.2 111 106 0.5 increased gross trading profit offset by increased SG&A 253 8.7 ‘
Finance, Realty, Insurance Increase of equity in earnings of associated companies from finance related companies 47
& Logistics Services 18.4 19.9 (1'5) 14.5 31 114 despite gross trading profit decrease and SG&A increase H 127 H H 0.9 |—| 3.1
Other, Adjustments Decrease due to worsened net interest expenses as well as absence of the gain from exchange of i
& Eliminations 13.7 12.4 13 2.9 9.7 (6.8) investment securities recognized in the same period of the previous fiscal year : : : : : : : : == 1.
FYO5 06 07 08 FY05 06 FY05 06 FY05 06 FY05 06 07 08 FYO5 06 07 08 FY05 06 07 08
Total 491.3 421.9 69.4 117.0 96.7 20.4 1IH 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H 1H




