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Mechanical Dynamics'deslsr pays off in tou$ times
ByAuonnw DIETDERICH

CM I N'S DETRO I?BUSINESS

Ann Arbor-based Mechanlcal Dy-
namlcs Inc. is a virtual prototype of
how to foster growth during tough
economic times.

I The company has no long-
term debt and holds 53 percent of
the market in functional virtual
prototyping. Functional prototyp-
ing is the creation of 3-D images
that can be moved and tested using
a computer.

I Growth mostly has been inter-
nal rather than through acquisi
tion. Mechanical Dynamics puts 20
percent of software revenue back
into research and development,
with a goal of releasing four to six
products a year, said Chairman
and CEO Michael Korybalski.

f High demand continues. The
management team of Mechanical
Dynamics (Nasdaq: MDII) consid-
ers one of its biggest challenges to
be prioritizing what new projects
the company will take on next.

"We fully intend to continue our
aggressive growth of20 percent or
more annually," Korybalski said.
One way he plans to do so, he said,
is by constantly changing prod-
ucts.

Mechanical Dynamics, which
has 170 employees in Ann Arbor
and an additional 200 worldwide,
makes virtual-prototyping soft-
ware for the automotive. aero-
space and general machinery in-
dustries.

The software allows companies
to move from concept to hnished
product more quickly and cheaply,
Korybalski said, by cuttingthe need
to make as mimy physical parts. By
allowing designers to test products
more, the software leads to fewer
warran$ problems, he said.

The company reported net in-
come of $2.5 million or 40 cents a
share on revenue of 957.5 million
in 2001, compared with net income
of $2.2 million or 35 cents on rev-
enue of $46 million in 2000.

However, the inability of the
company to amortize beyond 2(X)1
the costs associated with the ac-
quisition of Yokohama, Japan-
based Englneerlng Solutlons & Tech-
nologr in December 2fiD hampered
net income, said Dave Peralta, vice
president and CFO.

About 50 percent of the compa-
ny's revenue comes from the auto-
motive industry and about 10 per-
cent from aerospace, 10 percent
from electromechanical, I percent
from general machinery and the
rest from smaller indushies.

Ford Motor Go. has used the com-
pany's virtual-prototyping soft-
ware successfully on so many
products, it can sign off on most
with just the virtual testing, said
Michael Young, vice president of
marketing and customer satisfac-
tion at Mechanical Dynamics.

General Motors Corp. and Dalmler-
Chyrsler Ac also use the software,
as do many tier-one and tier-two
auto suppliers: Delphl Automotlve
Systems Corp., Vlsteon Corp., Eaton
Corp. and General Dynamlcs Land
Systems.

Mechanical Dynamics, founded
in 19?7 as a Unlverslty of Mlchlgan
spin-off business, concentrates on
four products: its embedded pro-
gram that goes into engineering
programs such as I-deas and Catia,

its stand-alone component-design
system, industry-specific programs
such as Adams Car. and a Web-
based system to link development.

Much of the company's focus
this year will be on its Web-based
system, as it works to link its pro-
grams together, Young said.

As more businesses start to use
Mechanical Dynamics software,
investors and analysts are taking
notice.

Dan Campbell, a senior research
analyst at Newport Beach, Calif.-
based Roth Capltal Partners t.t.C., is-
sued a buy rating for Mechanical
Dynamics last T\resday.
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"They have software that is
highly useful to a complex manu-
facturing process," Campbell said.
"Very few other companies have

the functionality that they have."
One reason that Mechanical Dy-

namics has been able to sustain
growth is its reinvestment in re-
search and development, Camp-
bell said.

Another way has been to part-
ner with competitors on projects.

Troy-based Altalr Englneerlng Inc.,
which competes with Mechanical
Dynamics on some products, also
works with it on others. Both com-
panies benefit, said Michael Kid-
der, director of marketing at Altair.

"Simulation-based design tech-
nology will continue on a growth
trend." Kidder said.

Santa Ana, Calif.-based MSC.Soft-
ware Corp., another competitor,
also works with Mechanical Dy-
namics on a project.

Todd Evans, public-relations
manager, said Mechanical Dynam-
ics doesn't offer the number of
products that MSC.Software does.

"We work with them on a num-
ber of projects," Evans said. "But
they also are a competitor that
doesn't have the breadth of offer-
ings, systems or components that
we do."
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NO UP-FRONT COSTS,  CLOSING COSTS,  POINTS.APPRAISAL OR
APPLICATION FEES, OR ANY OTHER HIDDEN COSTS!

UP TO 84.9% OF OUR APPRA]SED VALUE
(UPTO 80% FOR REFTNANCES).

LOAN SIZES OF $t00,000 - $2.5 MlLLloN FOR OFFTCE/MANUFACTURTNG
AND OFFICE/WAREHOUSE FACILITIES, RETAIL

AND PROFESSIONAL OFFICES.
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OF MICHIGAN
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