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FINANCIAL HIGHLIGHTS (In thousands, except per share data)

For the Year: 2003 2002 2001 2000 1999 

Net sales $498,946 $390,694 $401,236 $459,572 $580,270
Income (loss) before income tax 79,632 17,649 (66,208) (98,149) 22,318

Percent of net sales 16% 5% (16%) (21%) 4%
Net income (loss) $  64,502 $ 15,002 $ (56,277) $ (73,612) $ 17,638

Percent of net sales 13% 4% (14%) (16%) 3%
Weighted average common and diluted shares outstanding 31,410 25,534 24,959 24,779 23,575

Per Share Information:

Net income (loss) – diluted $      2.21 $ 0.59 $ (2.25) $ (2.97) $ 0.75
Shareholders’ investment (book value) 16.64 14.08 13.44 15.81 18.79
Price range:

High 36.85 27.19 24.44 30.00 51.25
Low 15.21 12.81 13.38 9.38 11.88
Close 32.78 16.54 17.80 23.56 27.88

At Year End:

Cash, cash equivalents and securities available for sale $292,365 $209,109 $244,767 $240,269 $238,222
Working capital 340,706 244,730 247,074 270,609 309,447
Total debt and capital leases 150,000 151,374 206,900 233,872 219,733
Shareholders’ investment 431,375 356,961 338,266 392,489 464,959
Total assets 638,956 562,101 594,940 683,933 751,849

Return on shareholders’ investment 16% 4% (15%) (17%) 5%

COMPANY DESCRIPTION Hutchinson Technology designs and manufac-

tures suspension assemblies for hard disk drives. Suspension assemblies are precise

metal springs that hold a disk drive’s recording head at microscopic distances above

the drive’s disks. They are critical to the operation of the disk drive.

We estimate that our company manufactures the majority of the worldwide supply 

of suspension assemblies for all sizes of disk drives produced by all the major disk

drive makers. 

Our vision at Hutchinson Technology is to passionately enable the information age.

Accordingly, we focus our talent, energy, commitment to excel and distinct expertise

in precision manufacturing on developing products that enable superior solutions 

to information technology challenges.

In the disk drive industry, we help dramatically lower the cost of data storage and

improve the overall performance, reliability and manufacturability of disk drives 

by continually delivering market-leading innovations in suspension assemblies. 

In health care, we have built upon our expertise in near infrared analysis technology

to develop a medical device that allows real-time, non-invasive technology for mea-

suring the oxygenation of local tissue. Long term, we intend to apply our capabilities

to the development of technologies and devices that provide information clinicians

can use to improve the quality of health care.
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About the Cover

TSA suspension assemblies are used in all types and sizes of disk drives, from those
found in notebook and desktop computers to those in file servers.
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Wayne M. Fortun
President and Chief Executive Officer

John A. Ingleman
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TO OUR SHAREHOLDERS:

We are pleased to report that Hutchinson Technology’s net

income for 2003 reached a company record of $64.5 million, 

or $2.21 per diluted share, on net sales of $498.9 million. 

Our performance in 2003 benefited from increased demand 

for suspension assemblies, our preferred supplier position in

the disk drive industry, high utilization of our manufacturing

equipment capacity, further improvements in our manufacturing

productivity and continued cost control.  

INCREASED SUSPENSION ASSEMBLY DEMAND

We shipped 526 million suspension assemblies in 2003, up 32%

compared with 2002. The volume growth resulted primarily from

three factors: an industry-wide increase in disk drive shipments,

increased consumption of suspension assemblies resulting from

the yield challenges posed by the use of higher density record-

ing heads and a modest increase in our market share. 

Industry sources are expecting unit shipments of disk drives to

increase by about 18% in calendar 2003 compared with 2002.

The growth in drive shipments reflects overall growth in demand

for data storage for computer applications as well as expanded

use of disk drives in consumer electronics applications. 

This increase in overall demand exceeded the rate of improve-

ment in data density – the amount of data stored per square

inch of disk space. As a result, the decline in the number of 

suspension assemblies consumed per disk drive has slowed,

benefiting suspension assembly demand. 

The slowdown in the rate of data density improvement is caused

by the technical and manufacturing challenges associated with

the production of higher density recording heads, resulting in

lower head-gimbal assembly yields for our customers. These

yield difficulties contributed to the increase in 2003 in our 

suspension assembly shipments compared with 2002.

Finally, our volume growth in 2003 also reflects a gain in market

share. We estimate our average market share for 2003 was

approximately 60% compared with an average of 55% during

2002. We believe the growth in share results from our ability 

to meet customers’ design, product and service requirements. 

Not included in our estimate of our market share are sales of

suspension assembly components to competitive suppliers. We

captured an additional portion of the growth in industry-wide

demand through these sales, which are enabled by licensing

agreements with our major competitors. In 2003, component

sales contributed $35 million to 2003 net sales. 

IMPROVED PROFITABILITY

Gross profit margin in 2003 was 31%, up from 23% in 2002.

Profitability benefited from high utilization of our manufacturing

equipment capacity and increased manufacturing productivity.

Output of suspension assemblies per labor hour increased 

15% compared with 2002 and output per manufacturing unit

increased about 8%. 

Net income for 2003 included a pre-tax debt extinguishment

charge of $3.3 million, or 8 cents per diluted share, related 

to the early redemption of our 6% Convertible Subordinated
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Notes. The early redemption of these notes, combined with our

February 2003 placement of $150 million of 2.25% Convertible

Subordinated Notes, reduced interest expense by approximately

$1.1 million per quarter beginning in the 2003 third quarter,

benefiting profitability in the second half of 2003. 

PREFERRED SUPPLIER POSITION

We were well positioned to benefit from the increased industry-

wide demand for suspension assemblies in 2003. We are the

industry’s preferred suspension assembly supplier and continue

to strengthen our position by developing products and capabili-

ties that result in our being designed in first on almost all of our

customers’ new disk drive programs. In addition, we consistently

meet customers’ high expectations for precision, quality, cost,

volume, turnaround time and service so that they can confidently

make our company their preferred suspension assembly supplier.

Our customers in the disk drive industry increasingly recognize

that collaborating with a qualified suspension assembly manu-

facturer is instrumental to achieving cost and performance goals

for their new products. The number of disk drive programs is pro-

liferating as disk drives are used in a wider range of applications,

including consumer electronics, and as manufacturers strive to

optimize drive performance for particular applications. The higher

disk drive spin speeds, smaller platters and increasing data

density required for new drive programs and applications create

demand for suspension assemblies designed for specific disk

drive uses that offer very precise electrical and mechanical per-

formance characteristics. Meeting the performance, cost and

technical challenges for these programs requires the concentrated

suspension assembly design and engineering resources that our

company uniquely provides. As a result, some customers are

now sharing with us their longer-term product and technology

roadmaps. This enables working together more closely to develop

new suspension assemblies that help achieve desired improve-

ments in performance. 

This deeper engagement with customers is reflected in the record

level of activity in our Development Center, which develops new

suspension assembly products for customers’ future disk drive

programs. Compared to 2002, the number of projects in our

Development Center in 2003 increased 17%. Activity in our

Development Center has historically been an indicator of future

volume and mix trends in our business. TSA development projects

accounted for all of the year-over-year growth in our Development

Center activity in 2003. Accordingly, we currently expect to see

further customer adoption of our TSA designs as new disk drive

programs are launched in 2004. 

STRENGTHENING OUR POSITION

We are in the process of formalizing working relationships with

some of our customers to enable greater collaboration and for-

ward planning. We believe doing so will strengthen our relation-

ships with these customers, broaden industry use of our TSA

suspensions and enable us to further develop TSA technology 

to meet customer performance and price requirements.

We will continue to focus on earning the lead developer and 

preferred high volume supplier position for the suspension

assemblies required by our customers’ new disk drive programs.

This focus provides us with continued opportunity for profitable

growth. The growth opportunity is two-fold. It includes meeting the

expected overall increase in suspension assembly demand result-

ing from the increase in overall data storage demand, as well as

adding product features that result in our suspension assemblies

being valued more highly by customers than alternatives.

Among the features we plan to offer in 2004 are electrostatic

protection measures, clad unamount arms and dual stage 

actuation capabilities. Electrostatic protection measures, such

as anti-static coatings and grounding features, help protect

recording heads from electrostatic events during our customers’

DATA DENSITY VS. HTI SUSPENSION PROGRAMS 
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manufacturing processes. Clad unamount arms lower the mass

and increase the stiffness of the suspension assembly which

provides better shock resistance and lower power consumption

for better performance in mobile applications. Dual stage actu-

ation incorporates a second-stage actuator on a suspension

assembly to improve head positioning over increasingly tighter

data tracks, enabling greater data density.

The disk drive industry is well positioned for long-term growth.

For 2004, industry sources currently estimate an 11% increase

in unit shipments. This would be the third consecutive year of

double-digit increases in unit shipments following a first-ever

decline in 2001. A portion of the renewed growth results from

the expanding use of disk drives in consumer electronics appli-

cations, such as personal video recorders, gaming consoles,

digital cameras, audio players, guidance systems in automobiles

and cell phones. Our suspension assemblies are used in all sizes

and types of disk drives, including micro-sized drives used in some

of these consumer electronics applications. The combination of

the overall increase in disk drive demand and the slower rate of

improvement in data density is expected to result in future growth

in industry-wide suspension assembly shipments that track

more closely with growth in industry-wide disk drive shipments. 

We expect the major disk drive manufacturers will continue to

strive to maximize data density and reduce recording head size

to optimize overall disk drive performance. To help our customers

achieve their product performance goals and maintain our posi-

tion as a leading provider of critical suspension assembly tech-

nology, we will be increasing our research and development and

capital spending on necessary capacity, technologies, tooling

and infrastructure to levels exceeding those of our last few years.

BIOMEASUREMENT DIVISION

Our InSpectra™ Tissue Spectrometer is delivering some encour-

aging pre-clinical and initial clinical results pointing toward its

future value in shock resuscitation decision-making. We are 

currently selling the system to institutions that are researching

the role that tissue oxygen saturation can play in trauma/critical

care, vascular surgery and rehabilitation and exercise. 

SUMMARY

The suspension assembly products and supporting process

capabilities our customers require to meet the performance and

cost goals for their new disk drive products grow increasingly

sophisticated and technically demanding. Our prior investments

in developing the capabilities, capacity and infrastructure

required to help customers meet their goals were rewarded in

2003 with record profits. The record profits arise from the high

value customers place on our ability to develop new prototypes

rapidly, ramp to high volume quickly, minimize part-to-part vari-

ation in high volume production and support customers at their

manufacturing sites globally. Looking ahead, we are committed

to continued investment in the capabilities and infrastructure

necessary to remain a preferred supplier to the disk drive industry.

We commend all of our people for their outstanding collective

effort in this record year. Their dedication fueled this year’s strong

performance and bolstered our position as a premier provider of

critical technology to the disk drive industry. 

We also want to acknowledge our colleague Richard Myers, 

Vice President of Business Development, who is retiring after 26

years with the company. We thank Rich for his many substantial

contributions to our success and wish him well. 

WAYNE M. FORTUN

President and Chief Executive Officer

JOHN A. INGLEMAN

Vice President and Chief Financial Officer
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integrated

SUSPENSION ASSEMBLY 
MINIATURIZATION 

(actual size)

Hutchinson Technology is firmly
established as a preferred supplier 
of critical components required by
world leaders in the disk drive indus-
try, including all the major disk drive
manufacturers as well as the suppliers
of head-gimbal assemblies to the drive
makers. Our success results from our
ability to apply our wide range of 
distinctive and integrated expertise to
the industry’s product development
and launch challenges.

Among these product development
challenges are steadily improving
overall disk drive performance, the
adoption of ever smaller recording
heads, the further miniaturization 
of disk drives to extend their use to
non-computer applications and increas-
ing reliance on highly automated 
production processes. Product launch
challenges include meeting tight 
time-to-market and time-to-volume
schedules to ensure the success of new
products while also steadily driving
down product costs.

>



expertise

At Hutchinson Technology, we bring
together broad and deep expertise in
the engineering and manufacturing
disciplines required to help our cus-
tomers meet these product development
and launch challenges. We apply more
design and engineering resources to the
development of suspension assemblies
than the rest of the industry combined.
We collaborate with customers to 
create innovative suspension assembly
features to meet specific application
and performance criteria. Through 
our on-site Development Center, we
deliver functional prototypes of new
suspension assembly designs in about
half the time of competitive suppliers.

We have developed proven methods 
to transition new designs to high 
volume quickly, while ensuring the
extremely low part-to-part variation
our customers require for their 
automated processes. We are the
industry’s only one-stop provider of
TSA suspension assemblies, the suspen-
sion assembly platform most commonly
used in the disk drive industry.

TSA FLEXURES

>



digital

>

Hutchinson Technology suspension
assemblies are used in all types and
sizes of disk drives, from those found
in high-end file servers to those used
in desktop and notebook computers.
In addition, our suspension assemblies
are increasingly found in micro-sized
disk drives used in consumer electronics
applications. As a result, we are well
positioned to benefit from the expected
growth in data storage for both business
and consumer electronics applications.

Among businesses, the growth in 
the amount of data stored digitally
accelerates with the proliferation of
email, web-based applications and 
the need to archive storage-intensive
graphics, audio and video files. Business
requirements for digital storage will
therefore likely continue to drive
growth in unit shipments of disk drives
for conventional computer applications.
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demand
Disk drives for new, non-computer
applications currently account for a
relatively small portion of overall disk
drive consumption. However, with 
the proliferation of consumer-oriented
devices for which data storage is a 
critical capability, non-computer
applications are expected to contribute
significantly to future growth in over-
all disk drive demand.

To look at just one growth category,
industry observers expect sales of 
digital cameras to double in 2004, to
nearly 50 million units.1 Many units
will increasingly contain a micro-sized
drive to store captured images. Other
consumer devices that require disk
drives include personal video recorders,
audio players, gaming consoles,               

guidance systems for automobiles 
and cell phones. As Business Week
noted in a special report on the data
storage industry, “There seems no 
end in sight for consumer-electronics
innovations that will require more
storage.” For these emerging applica-
tions, disk drives offer the lowest cost
per megabyte of data stored as well 
as the read/write capability and fast
access times typically required.

1 “Consumers: Thanks for the Memory.” Business Week, Oct. 28, 2003 

MICRO-SIZED DRIVE
(actual size)
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EMPLOYMENT (year end)

*includes temporary employees
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REVENUE PER EMPLOYEE 
(dollars in thousands)
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TSA PRODUCTIVITY (suspensions in thousands, 
average weekly output per manufacturing unit)
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CAPITAL EXPENDITURES 
(dollars in millions)

$52
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CASH FLOW FROM OPERATIONS 
(dollars in thousands)
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CORPORATE AND SHAREHOLDER INFORMATION

Directors

Jeffrey W. Green
Chairman of the Board

Hutchinson Technology Incorporated

Director since 1965

Wayne M. Fortun
President and Chief Executive Officer

Hutchinson Technology Incorporated

Director since 1983

W. Thomas Brunberg *

Chairman, President and 

Chief Executive Officer

Brunberg Thoresen Diaby & 

Associates, LTD.

(Accounting Firm)

Director since 1975

Archibald Cox, Jr.+

President and Chief Executive Officer

Magnequench, Inc.

(Manufacturing)

Director since 1996

Russell Huffer * ✓

Chairman, President and 

Chief Executive Officer

Apogee Enterprises, Inc.

(Manufacturing)

Director since 1999

R. Frederick McCoy, Jr.+

President, Cardiac Rhythm Management

Guidant Corporation

(Medical Devices & Diagnostics)

Director since 2002

William T. Monahan+ ✓

Chairman and Chief Executive Officer

Imation Corporation

(Manufacturing)

Director since 2000

Richard B. Solum* ✓

Partner

Dorsey & Whitney LLP

(Law Firm)

Director since 1999

Officers

Jeffrey W. Green
Chairman of the Board

Joined HTCH in 1965

Wayne M. Fortun
President and Chief Executive Officer

Joined HTCH in 1975

John A. Ingleman
Vice President and 

Chief Financial Officer 

Joined HTCH in 1977

Peggy Steif Abram
Secretary

Faegre & Benson LLP

Appointed in 2003

Rebecca A. Albrecht
Vice President of Human Resources

Joined HTCH in 1983

Ruth N. Bauer
Treasurer

Joined HTCH in 1985

Beatrice A. Graczyk
Vice President of 

Business Development

Joined HTCH in 1970

Richard J. Penn
Vice President of Operations

Joined HTCH in 1981

R. Scott Schaefer
Vice President and 

Chief Technical Officer

Joined HTCH in 1979

Kathleen S. Skarvan
Vice President of Sales and Marketing

Joined HTCH in 1980

Christina M. Temperante
Vice President and President 

of the BioMeasurement Division

Joined HTCH in 2001

Corporate Headquarters
Hutchinson Technology Incorporated

40 West Highland Park Drive NE

Hutchinson, Minnesota 55350-9784

Offices and Locations
Eau Claire, Wisconsin

Plymouth, Minnesota

Sioux Falls, South Dakota

Arnhem, Netherlands

Bangkok, Thailand

Dongguan City,

Peoples Republic of China

Singapore

Tokyo, Japan

Annual Shareholders Meeting
Wednesday, January 28, 2004

10:00 am Central Standard Time 

The Grand Hotel 

615 2nd Avenue South 

Minneapolis, Minnesota 55402

Common Stock Listing
Traded in The NASDAQ National Market

Trading symbol: HTCH

Shareholders of Record as of 

December 4, 2003: 758

Dividend Policy
The Company has never paid any 

cash dividends on its common stock.

The company currently intends to 

retain all earnings for use in its busi-

ness and does not anticipate paying

cash dividends in the foreseeable

future. Any future determination as 

to payment of dividends will depend

upon the financial condition and

results of operations of the company

and such other factors as are deemed

relevant by the Board of Directors.

Transfer Agent
Wells Fargo Bank Minnesota, N.A.

Shareowner Services

161 North Concord Exchange Street

St. Paul, Minnesota 55075

(800) 468-9716

Independent Public
Accountants
Deloitte & Touche LLP

Minneapolis, Minnesota

Legal Counsel
Faegre & Benson LLP

Minneapolis, Minnesota

Supplemental Information
Darlene Polzin, Director of 

Investor Relations

Hutchinson Technology Incorporated

40 West Highland Park Drive NE

Hutchinson, Minnesota 55350-9784

(800) 689-0755

e-mail: dpolzin @hti.htch.com

Information Online
We invite you to learn more about

Hutchinson Technology Incorporated at

www.htch.com

*Audit Committee 
+Compensation Committee
✓ Governance and Nominating Committee
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