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 First, let me start with the second quarter performance.  

 

 Please turn to page 4.   
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 First, I will explain the highlights of results for the second quarter.  

 

 New orders received recorded a significant year-on-year increase of 138.3 billion yen.  

 

 And net sales grow 8.1 billion yen, while profits fell significantly to below the level of the 
previous year due mainly to domestic unprofitable businesses.  

 

 I will explain about the reasons for those changes by business segment.  

 

 Please turn to page 5.  
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 As to new orders received, all business categories continued to surpass the level of the 
previous fiscal year following the first quarter.  

 

 In the P&F (Public & Financial IT services) segment, new orders received increased 33.4 billion 
yen due to a growth in order receipts of existing large-scale systems, etc. on a non-consolidated 
basis  

   

 Also in the E-IT (Enterprise IT services) segment, new orders received increased by 24.7 billion 
yen.    

  

 In the S&T (Solutions & Technologies) segment, order receipt by the existing subsidiaries, etc. 
contributed to an increase of 3.4 billion yen. 

    

 The GB (Global Business) segment showed a particularly remarkable growth. The positive 
factors include the impact of foreign exchange corresponding to approximately 34.0 billion yen, 
but new orders received increased also mainly in North America and Europe on a local currency 
basis. 

 

 Next, please have a look at page 6. 
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 Net sales in the GB and S&T segments grew in contrast to the E-IT and P&F segments that 
recorded decreases.  

 

 The GB segment achieved a growth in sales mainly in North America in addition to the impact 
of foreign exchange of approximately 28.0 billion yen.  

 In the S&T segment, net sales rose 5.7 billion yen on the back of the expansion of demand for 
Big Data.  

 

 In the P&F and E-IT segments, net sales dropped as a result of reduced scales of the existing 
systems, despite some positive factors in the new businesses.  

 

 Now let’s go on to page 7.  
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 Operating income recorded a significant fall. Despite the achievement of a growth by the S&T 
segment, other segments suffered decreases, particularly in the P&F and E-IT segments in 
which unprofitable businesses emerged.   

   

 As to the unprofitable businesses, I would like to explain in detail later on, but we ended up a 
loss of approximately 25.0 billion yen as a whole.   

   

 The decrease in operating income of the P&F and E-IT segments is also attributable to 
contracted sales.  

 As to the GB segment, operating income decreased by 1.5 billion yen due to a boost in the 
amortization of goodwill resulting from the impact of foreign exchange as well as an increased 
cost of offshore developments reflecting the appreciation of the renminbi.  

 

 To date, we have explained that the impact of foreign exchange is not a material factor of 
profits, but the fluctuation in the renminbi has been significant since the beginning of this year. 
Therefore, the impact of foreign exchange has become an issue we cannot ignore any more in 
our Group companies in China engaging in offshore developments for Japan.  

 

 Next, please turn to page 8.  
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 This page illustrates operating income on consolidated and non-consolidated basis.    

 

 Major part of the negative factors in this term under review occurred in NTT DATA Corporation 
on a non-consolidated basis.  

   

 Operating income by the Group companies decreased 0.3 billion yen due to an increase in 
amortization of goodwill reflecting the impact of foreign exchange, but if the amortization of 
goodwill is excluded, operating income increased. 

 

 Next, please look at page 9.  
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 This page shows segment profits, or income before income taxes.  

 

 The segment profits had direct impact of the contracted operating income, and in particular, 
the P&F and E-IT segments recorded significant decreases.  

 

 Those are the explanations of our business performance for the second quarter.  
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 Now, I would like to explain about the outline of the revision to the forecasts for the full-year 
business performance.  

 

 Please turn to page 11.   

10 



 We have formulated the forecasts for the full-year business performance from the beginning 
reflecting the aforementioned second-quarter results.  

 

 As for the new orders received, we have revised upward with additional 80.0 billion yen, to 
1,300 billion yen, based on the robust performance in the second quarter.  

 

 On the other hand, with respect to profits, we anticipate that it will be very difficult to achieve 
the forecasts announced at the beginning of the current fiscal year, although we will exert our 
utmost efforts for cost cutting to offset the significant decrease in profits we suffered in the 
second quarter.   

 

 Therefore, we regret the downward revisions to the forecasts as illustrated in this page.  

 

 I will explain the details of the reasons for the downward revisions on the next page.  
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 First of all, we do not revise the total amount of net sales, but we changed the breakdown.  

 

 The P&F and E-IT segments recorded contracted sales in the second half, and we anticipate it 
will be difficult again to achieve the level forecasted at beginning of the fiscal year on a full-year 
basis. Thus, we expect that the domestic net sales will be 20.0 billion yen short of the forecasts.  

   

 On the other hand, we expect that overseas sales will increase by 20.0 billion yen due to the 
impact of foreign exchange.  

 

 With respect to operating income, we have revised downward to the forecasts by 25.0 billion 
yen due to an increase in unprofitable businesses, and by 5.0 billion yen due to a rise in cost 
arising from the appreciation of the renminbi.  

 

 We have included in the revised forecasts the additional costs for the unprofitable businesses 
as much as we can assume.  

 

 Next, please move onto page 13.  
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 This page shows the amount or orders received by business segment.  

 

 Although the positive impact of foreign exchange of 20.0 billion yen is included in the GB 
segment, we have made upward revisions to the three segments except for E-IT.  

 

 Next, please turn to page 14.   
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 This illustrates net sales by business segment.  

   

 In the P&F segment, we had expected a decrease in net sales of the existing large scale 
systems at beginning of the fiscal year, and that such decrease would be offset by sales of new 
businesses. However, considering the present status of backlog of orders and its timing toward 
the fiscal year-end, it is difficult to offset the full amount of decrease. Therefore, we have made 
a downward revision of 7.0 billion yen to the forecast.  

 

 As to the E-IT segment, although we had assumed the harsh business environment in the 
telecommunication industry at beginning of the fiscal year, we have revised downward the 
forecasts by 16.0 billion yen due to more-than-expected deteriorating environment for order 
receipt.  

 

 Meanwhile, we have made upward revisions to the forecasts of the S&T and GB segments, 
leaving the full-year forecasts of all segments combined at the same level of the forecasts at 
beginning of the fiscal year.  

 

 Next, please turn to page 15.   
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 This page shows operating income by business segment.  

 

 Although we made utmost efforts to cut costs across the Group companies, we regret to be 
forced to revise significantly downward the forecasts for the P&F and E-IT segments due to 
decreases in gross margin, etc. reflecting the unprofitable businesses and contracted sales.  

 

 In the GB segment, it is likely that the impact of foreign exchange as seen in business 
performance for the second quarter will also emerge by the end of the current fiscal year. 
Therefore, we are forced to make a downward revision to the full-year forecasts by 2.0 billion 
yen.    

 

 Please note that the numbers in the parentheses is the results after excluding amortization of 
goodwill, which is one of the practices conducted only in Japanese accounting standard.  

 

 Next, please turn to page 16.  
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 Forecasts for profits by business segment have also been revised for almost the same reasons 
as in operating income.  

 

 This wraps up my explanation about figures. Now, with respect to the unprofitable businesses 
that led to the significantly downward revisions this time, I am going to explain the cause of the 
losses and the countermeasures we implemented to prevent the losses from increasing further, 
together with preventive measures toward future.  

 

 Please look at page 18.  
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 First of all, let me explain about current status of unprofitable businesses and prospects for 
future.  

 There were six main unprofitable businesses on a non-consolidated basis in the P&F and E-IT 
segments. All of them belong to our new technologies and new businesses category.  

 Four businesses in the E-IT segment had been unprofitable already in the first quarter, 
whereas two businesses in the P&F segment turned unprofitable in the second quarter.  

 While the respective causes of loss in each business varied on specific levels, our 
investigations and analyses revealed that each assessment of validness concerning the 
implementation plan formulated after order receipt was insufficient.  

 For example, inadequate assessment of factors requiring development and insufficient cost 
calculations based on excessive productivity caused significant deviations from the initial plans 
in the second half of the process of works.  

 In all these six businesses, we implemented drastic approaches by replacing project managers, 
and significantly increasing the number of expert technicians with the aim of properly 
maintaining the system quality, holding down losses to a level as low as possible to avoid any 
inconvenience for customers.  

 As a result, we have reflected all losses expected for the current fiscal year on the revised 
forecasts as two projects have already been delivered to customers in the E-IT segment, and 
problems of two other projects are to be resolved.  

 Let me now explain about our efforts to prevent new unprofitable businesses from occurring 
in the future, on page 19.  
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 To date, the Company has conducted inspections and provision of advice by project 
management assistance organizations assigned for each company, and monitoring across the 
entire companies to prevent unprofitable businesses from occurring. We believe that those 
measures were successful in cutting losses generated in the previous fiscal year, etc. 

 However, I must admit that such a huge amount of losses surfaced in the second quarter 
because these measures were not completely linked to securing the appropriateness of the 
implementation plan of the projects.  

 The reason for such problem is found in important projects of a company in which order 
receipt is the priority, and ensuring the appropriateness of the plan becomes insufficient, or the 
escalation is sometimes delayed due to the sense of responsibility of project managers to 
complete the project at any cost as the basis of monitoring is in the project reporting.  

 Considering these problems, we have already introduced a system to resolve problems at an 
early stage in new businesses of more than a certain scale by establishing a new organization 
under the direct control of the President, in which the appropriateness of the project 
implementation plan is judged and on-site inspection is conducted in the development period. 

 Under this system, an order receipt would not be permissible if the Corporate judges that the 
plan is inadequate, and drastic measures can be implemented during the development period 
despite the project manager’s assertion to continue, if the Corporate determines that there is a 
problem.   

 We believe that as a result of introducing this system, several high-risk businesses will not be 
conducted simultaneously like the aforementioned businesses. 

 To achieve the targets of the Medium-term Management Plan, it is critical to prevent 
unprofitable businesses from being continued under this system. To this end, we will exert our 
utmost efforts to produce good results.  

 As to dividends for shareholders, we leave the initial forecast unchanged.  
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 Those are the most recent business status and our measures against the pressing issues.  

 

 Lastly, let me explain about our measures toward the achievement of targets for the Medium-
term Management Plan,  “Global Top 5” and “EPS: 200 yen” based on those business 
performance. 
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 First, please look at net sales. As you can see in the business performance for the second quarter, the 
growth of new order receipts has been extremely robust.  

 This growth is attributable not only to the recent economic status, as a matter of course, but also to 
the effects of our measures promoted in our Medium-term Management Plan such as “Remarketing” 
and “Strategic R&D.”  

 The page shows the strategies by business segment toward the growth in domestic sales.  

 For example, in the P&F segments, we will further accelerate our materializing progress such as 
creating new businesses in the Public segment, overseas development of technologies proven in Japan, 
and foray into mission-critical system of mega-banks in the Financial segment while securing order 
receipts for renewal of the existing large-scale systems.  

 In the E-IT segment, we have already proceeded with development of several major customers and 
new services by focusing our targets using the existing relationships and existing assets.  

 Furthermore, in the S&T segment, demands for Big Data and network-related services are particularly 
strong. Therefore, we are proceeding with the strategies to expand sales of solutions such as Big Data, 
and to develop new customers in the P&F and E-IT segments based on the competitive solutions like ITO 
and BPO. 

  Some of these strategies have been put into practice already in specific manners, contributing to 
receipt of new orders.  

 Needless to say, we should not allow any unprofitable businesses to emerge from these new orders 
received. Based on thoroughgoing implementation of the aforementioned measures, we will attain both 
the expansion of net sales and earnings growth at the same time.  
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 Next, I would like to explain about overseas business development.  

 Firstly, let me explain about the acquisition of everis Group that we have simultaneously 
announced today.  

 The Company aims to become the Global Top 5 while expanding the global business bases. 
The acquisition of everis allows us to obtain the bases for service provision, particularly in Spain 
and Central and South America where we had no proper business bases.  

 Also, we expect that the NTT DATA Group will strengthen the cost competitiveness and 
improve its service quality by obtaining the offshore and nearshore development bases of the 
everis Group.  

 While the present net sales are slightly short of 80.0 billion yen, and we look forward to 
further business expansion in the markets with high growth potentials.  

 Furthermore, the existing Group companies have been implementing their sales growth 
strategies according to their respective environment in addition to enhancing offering on a 
global basis, strengthening accounts and cultivating human resources.  

 Although businesses in the EMEA region has been facing difficulties recently, we believe that 
the growth of business is highly likely by implementing strategies such as deepening the 
relationship with customers in cooperation with companies in other regions, or enhancing 
competitive edge in price and quality under the nearshore development.  

 And in North America, our business has great growth potentials as observed in the second 
quarter in which we received new orders of large-scale outsourcing business from Yum! Brands, 
Inc. that operates Kentucky Fried Chicken and Pizza Hut. We expect further possibilities of 
growth in North American markets.  

 With respect to profits, the contribution of the new M&A transaction, in particular, is limited, 
dragged by the burden of amortization of goodwill, but we are hopeful about its potentials 
towards the achievement of the EPS target.  
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 Now, I would like to explain about our efforts to raise profit margin.  

 

 First, we are thoroughly focusing on the improvement of productivity by automatizing 
development, which is one of our priority fields in the Medium-term Management Plan. 
Moreover, we have steadily delivered strong track records towards the applicable project target 
for the current fiscal year, thus significantly shortening the development period. In the future, 
we will expand our achievements not only in Japan but also to our overseas bases.  

 

 With regard to administrative expenses, we have introduced shared service center (SSC) as I 
explained earlier, and implemented other measures to further reduce costs. 

 

 In the domestic Group companies, reorganization is under way for the companies with low 
profitability through consolidation or restructuring, whereas in the overseas Group companies, 
more in-depth measures are being taken relating to the management structure and fixed costs 
for the companies in the EMEA region and China, where the latest performance faced 
difficulties in terms of profits. 
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 As I explained earlier, we are firmly determined to go forward to our fixed target of 200 yen 
for EPS in the fiscal year ending March 2016 by promoting the control of unprofitable 
businesses, expansion of businesses and improving profitability.  

 

 We understand and regret that our business performance for the second quarter was severe 
consequence, which may have caused concerns among our stakeholders. We take these 
problems seriously, and will exert our utmost efforts to bring the robust order receipts steadily 
to net sales and profits by implementing appropriate measures. Therefore, we sincerely look 
forward to your understanding and support.  
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 Lastly, this slide shows the whole picture of the main topics for the second quarter.  

 

 For more details, please refer to the Appendices.   

 

 This wraps up my presentation.  

 

 Thank you for your kind attention.  
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