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Capcom's position in the video game industry

(Unit: 100 Millions of Yen )

Nintendo | Konami Sega Capcom Koei Enix Namco Square
Net Sales 5,548 2,255 2,063 627 240 248 1,521 366
Operating Profit 1,191 268 142 97 91 74 61 54
of Operating Profit 21.5% 11.9% 6.9% 15.5% 37.9% 29.8% 4.0% 14.8%
Net Income 1,064 135 -178 49 95 42 20 -165

* 1. Source “Financial Statement for FY2001” by respective company
2. Ranked by Operating Profit

Japanese M arket ( '000 copies) U.S.Market (Unit:US$1,000)

Company Name Sales Units| Share Company Name Sales Share
a . Nintendo 7,615 16.50% 1. EA 509,539 20.29%
a . Konami 5,366 11.63% Zi Take2 260,425| 10.37%
g . Sony 4,553 9.86% 3. Sony 189,690 7.55%
0. Capcom 3,623 7.85% 4. Sega 185,899 7.40%
a . Square 3,591 7.78% 5. Microsoft 151,377 6.03%
a . Bandai 3,311 7.17% 6. Konami 132,735 5.29%
ad Enix 2,643 5.73% 7. Activision 119,624 4.76%
8. Sega 2,326 5.04% 8. Nintendo 109,888 4.38%
9 Namco 1,988 4.31% 9. Acclaim 98,277 3.91%
10. Koei 1,468 3.18% 10. Capcom 80,347 3.20%
Others 9,673 20.96% Others 673,359| 26.81%
Total 46,157| 100.00% Total 2,511,162 100.00%

¥ SourceMediaWorks co.,Itd "The Analysis of Consumer Video Games FY 2001" X Software sales for 32 bit hardwares or above.

2 Source: TRSTS Report
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Management Objectives

@ Develop highly creative game software as aleading content provider.

@ Strengthen the Capcom brand.

@ Selectively utilize resources to make products that meet changesin the market environment.

@ Strengthen and explore the network business structure with a view for the Internet market expansion .

@ Stable cash flow.

FY 2004 (year ending March, 2005) - Target of ¥100 billion for net sales, ¥21 billion for operating
profit, and ¥12 billion for net profit

@ Consumer: Strengthen R& D, Marketing and Distribution channel as awhole unit.
@ Arcade Operation: Higher profitability by scrapping & building stores.
@ Other Business: Enhancement by using derivatives of Game contents.
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Consumer Business Strategy ~ I ~

1. Multi-platform Strategy 2. Contents Strategy

B Each Platform Strategy M Branding Strategy

B Line-up Strategy

B Middleware “ACR” _ _
B Business Expansion

3. Distribution Strategy 4. Marketing Strategy

B Enhancement of Direct M Branding

Sales Bl Web customer survey

Strategy Strategy B Publisher Strategy System
P.4-5J P. 6 J P.6 J

~

€ Each Platform Strategy J

@® Maximum performance of each hardware

- Playstation2  Onimusha, Devil May Cry

- GameCube  Resident Evil
= Xbox Dino Crisis

& Middleware“ACR” Strategy J

@ Effective use of softwar e property

- Same games to multiple platforms will be released
with help of Middleware “ACR”

- Enablesinteractive play among different platforms

- Catan, Auto Modellista




Consumer Business Strategy ~ I ~

€ Branding Strategy J

M illion Titles

('000copies)

. Enhancement and creation of Mega—hlt titles Release 1985/12~2001/9 Platform Units
1 1992/6 Street Fighter O Super NES 6,300
~Establishment of Major Brands~ 2 [1998/1 |Resident Evil 2 Play Station 4,950
= Onimusha 3 1993/6 Street Fighter 0 Turbo Super NES 4,100
. 4 1999/9 Resident Evil 3 Nemesis Play Station 3,500
? Ll Ly Gy 5 [1996/3 |Resident Evil Play Station 2,750
* Resident Evil 6 [1999/7 |Dino Crisis Play Station 2,400
= Dino Crisis 7 2001/8 Devil May Cry Play Station2 2,100
. 8 2001/1 Onimusha W arlords Play Station2 2,020
* Bresth of Fire 9 1994/6 Super Street Fighter O Super NES 2,000
* Megaman Battle Network 10 [1993/11 |Aladdin Super NES 1,750
. Auto Modellista 11 ]1989/9 |Duck Tales NES 1,670
12 [1993/9 |Street Fighter I ' Plus Genesis 1,665
13 [1986/6 Ghosts'n Goblins NES 1,640
C . 14 |11988/12 |Megaman 2 NES 1,510
. SecureOther Companles brand t|t|eS 15 [1990/12 |Final Fight Super NES 1,480
16 [(1990/9 Duck Tales Game Boy 1,430
and transform into our titles 17 |2001/3 |Resident Evil Code Veronica X | Play Station2 1,320
- B 7 18 |1992/11 |Magical Quest Starring Mickey| Super NES 1,210
Clock Tower 3" (; ft co.ltd) 19 [1998/8 |Resident Evil DC Dual Shock Play Station 1,200
20 |1990/5 Chip'n Dale Rescue Rangers NES 1,195
\Q 21 12000/9 Dino Crisis 2 Play Station 1,180
22 11993/12 |Megaman X Super NES 1,165
23 |2000/2 Resident Evil Code V eronica Dream Cast 1,140
24 11986/9 |Commando NES 1,137
. Contribution to stable results 25 [1997/9 Resident Evil Director's Cut Play Station 1,120
- “Resident Evil” Series Total 20 million of units 26 12002/3 |Onimusha 2 SRS o2 LL.109
27 |[1991/9 Super Ghoule'n Ghosts Super NES 1,090
- “Onimusha’ Series Total 3.5 million of units 28 |1990/9 [Megaman 3 NES 1,080
29 [1993/5 Final Fight 2 Super NES 1,030
—Devil May Cry” oeres ot 2.1 milion of units 4 R COMS



Consumer Business Strategy ~ I ~

& Line-up Strategy J € Business Expansion Strategy J

@ Diversification of productsline-up @ Subcontract R& D of other company’s brand titles
+ Racing Game “Auto Modellista” ~ Accumulation of know-how and stable profits~

» Mobile Suits Gundam ©Sotsu Agency Sunrise

@® Amplification of our strong genres
» Legend of ZELDA ©2001 Nintendo

[Horror Adventure] ~Shareup~
- Share up by “Resident Evil” @ Focuson Online Games
- Release of “Clock Tower 37, “Alonein the Dark” . _ _
- Release of “Network Resident Evil”, “ Automodellista”

[Action] ~Revitalization~ “Catan”
-Hit of “Onimusha“, “Devil May Cry”. » Accumulation of know-how through joint venture company
Release of “Dino Crisis’, “Maximo” in Korea

L : : @ Reinforcement of developing contents for maobile
[Fighting] ~Supporting moretitles~
- Maximize know-how through “Street Fighter I ” phone

Release of “VS. series’, “UFC”, “Pride” _ L _ _
- Supply java application contents on aworldwide basis

@ Japanese Market Shareby Genrein FY2001

Others Others Bandai
24.7% Nintendo 42.1%
36.1%
K . D COm Konami Capcom
ggoa/oml 67P4% 11.1% 28.1% Capcom 228?3
’ 18.3% 70
@ Horor Adventure @ Action Game @® Fighting Game
Company Name Share Company Name Share Company Name Share
1. Nintendo 36.1% 1. Bandai 42.1%
1. Capcom 67.4% :
EEEil 2. Capcom 28.1% 5 Sega 23.1%
2 . Konami 32.6% 3. Konami 11.1% 3. Capcom 18.3%

X Source: " The Analysis of Consumer Video Games 2001” 5 @m@



Consumer Business Strategy ~ IV ~

& Distribution Strategy J

@ Enhancement of Direct Distribution

[Overseas Distribution Channel]
- Starting Direct Salesin Korea from Feb, 2002.

* Planning to start Direct Sales in Germany from Summer,
2002.

* Planning to start Direct Sales in South East Asia.

[Japanese Distribution Channel]
+ Planning to start PC software Direct Sales
= Strengthening Sales forces

@ Publishing other third Parties’ titles

€ Marketing Strategy J

- Sierra Studios
- Infograms
- Havas Interactive
- Crave Entertainment
- THQ and others
Publisher Titles ('000copies)
2001/3| 2002/3| 2003/3
Nurrber of Titles 7l 160 25
Sdesnits 530 280 700

@ Build title branding on a worldwide basis

- Reinforcement of Marketing Strategy Conference
—Unifying Marketing Strategy with each regional
executive

@® Constructing Marketing support system

* Build “Web customer survey system” (collaboration
0000000 Owith NEC)

- Build software quality rating department “Megaman Club”

@ Effective Promotion

- Control advertising cost by Title-based Profit Control
System

- Control advertising cost by using fee based agencies.

Advertisng Cost (100Millions of Yen)

2001/3 | 2002/3 | 2003/3
Non-Consolidated 231 30| 38
Consolideted 38 56 56




& R&D Cost J

@ Reinforcement of devel opment staff

@ R&D bases in Japan, U.S.A and Korea

('Unit:200 Million of Yen)

o8 8 8 8 8 B

R& D Control System

€ R& D Management Control J

@ Producer System

@ Title-based Profit Control System
Minimum Operating Profit =
(R&D Cost + Promotiona Expense) x 2

@ Strengthen title evaluating process
 Unifying Marketing Strategy with each regional
executive

€ Incentive Program J

O Tedicd R&D Coet 186
0 Suboortradting Developmert Cost 4
O Intemel Developmert Coet
133
15 10 &8
- 103
14 52
2
K7
- &
€0 57
2000/3 2001/3 2002/3 2003/3
(Projection)

@ R&D Incentive Program based on Profit Contribution
by Division
@ R&D Incentive Program based on Profit Contribution by

title
@ Stock Option Program




Number of Consumer Titles Developed

& Sales Units shipped J

(11,000 units)

2000/3 2001/3 2002/3 2003/3
Playstation 2 |Total titles 1 5 9 22
Domestic 210 1,700 3,200 3,720
Overseas 0 500 4,000 5,030
Sub Total 210 2,200 7,200 8,750
Playstation T otal titles 20 18 11 2
Domestic 3,550 1,300 500 30
Overseas 5,700 2,800 900 70
Sub Total 9,250 4,100 1,400 100
Dream Cast [T otal titles 10 23 11 1
Domestic 600 800 150 50
Overseas 1,200 1,950 280 0
Sub Total 1,800 2,750 430 50
Game Cube T otal titles 1 1 1 9
Nintendo 64 Domestic 70 50 290 1,450
Overseas 470 100 110 1,750
Sub Total 540 150 400 3,200
Game Boy Total titles 3 6 13 8
Domestic 50 1,050 1,050 1,550
Overseas 300 150 3,800 1,550
Sub Total 350 1,200 4,850 3,100
Xbox T otal titles - - 1 5
Domestic - - 70 200
Overseas - - 210 400
Sub Total - - 280 600
PC & Others |[Total titles 3 4 14 27
Domestic 50 200 240 200
Overseas 300 500 200 200
Sub Total 350 700 440 400
T otal T otal titles 38 57 60 74
Domestic 4,530 5,100 5,500 7,200
Overseas 7,970 6,000 9,500 9,000
Sub Total 12,500 11,100 15,000 16,200

€ Number of Consumer SoftwareTitI&sreIeasedJ

Number of Units sold
Title ('000Copies)
80 18,000
g;‘:ﬁi"‘“ 74
[/ GameBoy
70 [ GameCube./N64 _—a - 16,000
==yt
[ PlayStation2 60
- = Total Sales 57 o7 - 14,000
'\ 4 1 - 12,000
50 \A '
5 -4 10,000
40 38 13
z » ° 1 8000
1
30 9
10 1 1 6000
2
20
-4 4,000
18 11
20 2
10 4 2,000
9
1 5
0 0
2000/3 2001/3 2002/3 2003/3
(Projection)
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Arcade Operation, Other Business Strategy

@® Open anew storeto be#l arcade in each regional
largest mall.
* Opening alarge store over 23,000 square feet.
» Secure parking space over 2,500 cars.

Number of Arcades
2000/3| 2001/3 | 2002/3 | 2003/3
New Sores 4 5 2 1
Close Stores 4 6f 10 0
Totd 49 48 40 44

@ I mprove Operating Profit Margin
* New Store ... 25% of Operating Profit

» Achieved sales growth more than 105%and profit
gross more than 120% at existing arcades on a year to

year basis.
Operating Prafit (100Millions o Yen)
200003 | 2001/3| 2002/3 | 2003/3
Net Sees 66, 71 &3 87

of Qureting Profit | 6.2%010.6%414.1915.9%

& Other Business J

@ Challenging Board Game business
- Synergy effects among “Analog’ (Board Game),
“Digita” (Video Game) and “Network” (among different platform)

- [Catan]

— Sales proven-title in Germany
( Sales Units: 6 millions)

- “LORD of the RINGS’
— Development of board game based on popular movie

@ Reinfor cement of Pachinko business

» Increasing Profit by manufacturing LCD

@® Amplification of character merchandising _

- Collaboration with media
- Direct Sales of licensed goods




Financial Strategy, Management System

€ Finance Strategy J

Consolidated Cash Hows from Operations
@ Cash Flow Management ~ Stable cash flow~ omitiionsof ven

160

140 |
- Tighten control over Account Receivables D -
and inventory 100
80 L
60
- Tighten control over each title profitability 40 -
20
0
1999/3 2000/3 2001/3 2002/3
T from Opagions 56 143 37 33

Cash Balancs 120 274 257 350

Balance of Liabilities with Interests 580 444 368 460

€ Management System J

@® Enhancement of Corporate Governance

» 2 Board members from outside of the company - 3 auditors from outside of the company

- Attorney as Board member from outside of the company (plan)
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Consolidated Financial Review on FY 2001, Projection for FY 2002
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Non-consolidated Financial Review on FY 2001, Projection for FY 2002
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% of Grass Profit 31 5% 33 9% o0 A% Technical E&D Cost 1. 45% 95 12400 1241%
ZSsles and G586 Expenses BT ] Qo000 1om0w
Crperaing Income 3601 E.187 EEOD] 1087w W Misker of Eomloyees o Uhnitz Persoas
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® Main Titles Result released in FY 2001

Salesresultsin FY2001 and projectionsin FY2002

( '000copies)

Title Areas Released D ay Result

Japan 23-Aug 650

PS2 Devil May Cry U.S.A 17-Oct 720
Europe 7-Dec 700

PS2 M obile Suit Gundam Japan 6-Dec 890
GBA M egaman Battle Network 2 Japan 14-Dec 310
Japan 27-Dec 120

PS2 M aximo U.S.A 1-Feb 400
Europe 15-M ar 180

Japan 22-Feb 75

X box Genma Onimusha U.S.A 29-Jan 140
Europe M arch 70

PS2 Onimusha2 Japan 7-M ar 1,070
GC Resident Evil Japan 22-M ar 290
@® M ain Titles Projection released in FY 2002 ( '000copies)

Title Areas Released D ay Plan

. U.S.A 1st half 700

PS2 il Europe 2nd half 400
. . U.S.A 1-M ay 250

GC Resetsi 2l Europe Lot el 180
Japan 26-Apr 200

GBA M egamanZERO U.S.A Ist half 125
Europe Ist half 20

Japan Summer 450

PS2 Auto M odellista U.S.A 2nd half 200
Europe 2nd half 200

Japan Ist half 400

GC Resident Evil 0 U.S.A 2nd half 520
Europe 2nd half 250

Japan 2nd half 650

PS2 Devil May Cry2 U.S.A 2nd half 700
Europe 2nd half 430
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