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Presenter: Toshio Iwamoto, President and Chief Executive Officer 
 
I would like to talk about the results for the second quarter, progress of key 
initiatives under the Medium-Term Management Plan and forecasts for the full-year 
results.  
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First of all, let me explain about the results for the second quarter. 
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Before the explanations on the results, I would like to talk about the 
segment changes.   

 

In light of the full-fledged start of our business operations under the 
“Global  One  NTT DATA” structure this year as well as increasing 
significance of overseas Group companies in our consolidated earnings, 
we started disclosing our segment information in more detail starting 
with this second quarter. 

 

Specifically, we have decided to disclose information for four business 
segments by newly adding the Global Business segment in addition to 
existing three segments including Public & Financial IT Services (P&F), 
Enterprise IT Services (E-IT) and Solutions & Technologies (S&T). 

 

Results of our Group companies with major business operations based 
overseas, which had been disclosed separately in three segments, 
have been included in the Global Business segment starting with this 
quarter. 

In principle, the existing three segments will be used to disclose 
results for domestic business operations going forward. 
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Now, let me explain about the results for the second quarter. 

 

Although six-month results and three-month results are included in 
the handout, I would like to focus on the explanation on the 
cumulative results for six months between April and September. 

 

Firstly, let me talk about the points of the earnings for the second 
quarter. Despite continuing severe operating environment, new orders 
received and net sales exceeded the results for the corresponding 
period of the previous fiscal year. 

 

Meanwhile, operating income and segment profits decreased year-on-
year, respectively, due mainly to an increase in depreciation and 
amortization expenses as well as loss on business restructuring of 
affiliates in line with the reorganization of Group companies that was 
recognized for the quarter. 

 

Net income increased by 0.9 billion yen year-on-year, owning 
primarily to the nonexistence of temporary tax burden which incurred 
for the previous fiscal year. 

 

Now, from the next slide, I would like to explain about the details of 
each element. 
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New orders from Public & Financial IT Services (hereinafter referred 
to as “P&F”) and Enterprise IT Services (hereinafter, “E-IT”) increased 
year-on-year on the back of large-scale non-consolidated orders 
received ahead of schedule and an expansion of existing orders. 

 

Meanwhile, the impact of increased orders due to consolidated 
subsidiary expansion has been included in new orders from P&F and 
Global Business (hereinafter, “GB”).  

 

As a result, new orders received increased overall by 11.6% on a 
year-on-year basis. 

 

Although new orders received from Solutions & Technologies 
(hereinafter, “S&T”) declined on a year-on-year basis, it is not a 
decrease on a practical sense. This is attributable to the fact that the 
ratio of new orders received by S&T directly from customers declined 
year-on-year, and on the contrary, the ratio of new orders received via 
P&F and E-IT increased year-on-year. 

 

6 



Next, net sales increased across the segments on a year-on-year 
basis. Overall, net income rose by 8%. 
 
Despite the impact of a reactionary decline in non-consolidated P&F 
related sales due to large-scale systems which had been completed in 
the previous fiscal year, net income increased overall due mainly to 
the consolidated subsidiary expansion in P&F and GB and increased 
sales of equipment devices mainly for E-IT. 
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Now, let me explain about operating income. 
 
Despite the positive effect of the reduction in unprofitable projects in 
E-IT and P&F, operating income from P&F decreased year-on-year due 
mainly to an increase in depreciation and amortization expenses in 
line with changes in consolidated IT solutions and the impact of a 
reactionary decline due to the large-scale systems which had been 
completed in the previous fiscal year. 
 
Operating income from S&T also dropped year-on-year owning 
primarily to an increase in cost related to the depreciation of assets, 
etc.  
 
Operating income from GB increased year-on-year as increased 
income in line with a growth in sales from existing subsidiaries more 
than offset the impact of an increase in amortization of goodwill. 
 
As a result, operating income declined overall by 2.0% on a year-on-
year basis. 
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This page shows changes in operating income on a non-consolidated 
basis and by contribution from consolidations. 
 
On a non-consolidated basis, operating income increased by 0.4 billion 
yen year-on-year, owning to Group-wide efforts to reduce non-
profitable projects in addition to elements behind changes by segment. 
 
Meanwhile, contribution from consolidations declined by 1.0 billion yen 
year-on-year due mainly to an increase in amortization of goodwill, 
etc. in line with consolidated subsidiary expansion and the impact of 
unprofitable projects for some subsidiaries. 
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This page provides supplementary explanations on operating income 
from the GB segment. 
 
The blue parts in the graph show operating income after the 
amortization of goodwill, which is basically a current earning capacity 
of overseas Group companies on a whole. 
 
Amid severe operating environment due to the impact of the 
European financial crisis, the segment secured operating income 
exceeding 1 billion yen on an actual basis reflecting strong 
performance in North America among other factors.  
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Segment profit decreased by 12% on a year-on-year basis. This was  
primarily attributable to loss on business restructuring of affiliates in 
line with the consolidation and reorganization of Group companies 
that was recognized for the second quarter mainly in the GB segment 
in addition to  factors explained earlier in the section on operating 
income. 
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We would like to continue to make concerted efforts based on a wide range of 
opinions on our business in the future. 
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Before discussing specific figures, I would like to briefly talk about overall market 
conditions. 
  
Firstly, with regard to Public & Financial IT Services (P&F), we are paying close 
attention to the future discussions on My Number, etc. in the Diet.  
However, IT spending has remained relatively weak and we expect that the spending 
will not be boosted significantly despite a number of changes in some specific fields 
including businesses related to disaster preparedness among others.  
Although there have been several new projects related to cloud computing from a 
perspective of BCP, uncertainties remains for overall IT spending by financial 
institutions remains. We will continue to look out for the situation. 
 
We have a fairly high market share for so-called shared centers including services for 
regional banks and cooperative financial institutions. There is no doubt that deep-
rooted strong demand exists for this service. 
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Meanwhile, persistent uncertainty about the future remains for Enterprise IT Services (E-IT) 
customers. However, situations vary depending on industries and corporate strategies. Amid 
the Euro crisis in Europe, recent issues between Japan and China, political power shift and a 
general election in Japan, etc., some Japanese companies are aggressively expanding their 
overseas investment, which has resulted in increased IT spending in that field.  
We would like to formulate our strategies while carefully examining various situations. 
  
Solutions & Technologies (S&T) is a segment which is in charge of the latest IT technologies. 
There has been solid demand for reliable network and data centers from a perspective of 
BCP in this segment. We would like to continue to focus on this area as there have been 
businesses backed by new technologies including the decentralization of network and data 
centers not only domestically but also internationally, linkage of multiple cloud services, etc. 
  
We think that there have been significant differences among regions in Global Business (GB). 
Although IT spending is expected to pick up in EMEA as a result of the establishment of some 
sort of a safety-net mechanism, we believe that it is necessary to continue to watch out for 
the development in the future. 
Meanwhile, we would like to further cultivate the U.S. market as the performance has been 
relatively solid. 
 
There have been a range of movements in APAC. While we set up an office in Myanmar, a 
strong sense of uncertainty remains for our business in China. We would like to think about 
our future strategies while maintaining a wait-and-see attitude for a while. 
 

14 



Our initial forecasts for the full-year results have remained unchanged. 
 
However, the segment breakdown for new orders received, net sales, operating 
income and segment profit has been revised from initial forecasts. Please take the 
time later to review the changes included herein. 
 
Although our operating environment remains difficult and uncertain due to 
downside risks to the overseas economy against the backdrop of the European debt 
crisis, etc. as well as foreign exchange fluctuation risks, we are determined to make 
concerted efforts toward the achievement of our full-year targets. 
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Lastly, I would like to explain about our current measures with regard to the 
medium-term management reforms. 
 

21 



The chart on this page shows the positioning of the Medium-Term Management Plan 
and its focus areas. 
Based on an assumption that we are currently “in the process of evolution” as 
shown in the middle of the chart, an entry into overseas market is plotted in the 
horizontal axis and changes in services are plotted in the vertical axis. 
  
There are largely three focus areas including the expansion in new fields or 
reinforcement of product competitiveness, expansion of global businesses, and the 
pursuit of overall optimization including the governance and standardization of 
Group companies. 
As we explained before, we have overall targets, “Global Top 5” and EPS20, 000yen 
for the Medium-Term Management Plan. 
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EPS20, 000 yen is a management target which was included in the Medium-Term 
Management Plan for the first time. 
Although EPS for the previous fiscal year was 10,854 yen, it reflected a temporary tax 
burden which incurred a year earlier. Therefore, we believe that actual EPS for the 
pervious term was approximately 13,000 yen which reflects the impact of the 
temporary tax burden. 
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We are planning to achieve EPS20, 000yen through increased profitability as a result 
of business expansion and effective business operations by reducing administrative 
expenses, etc. 
What we have been focusing on the most in expanding new businesses is an activity 
named “Re-marketing” 
As you know, ‘marketing’ means creating markets and “re” refers to doing something 
again. In other words, “Re-marketing” contains our determination to defy 
stereotypes and review the current environmental changes once again. 
The first “Re-marketing” is a measure to expand market shares in existing 
marketplace by reviewing changes in customers and competitors as well as our own 
changes and strengths in light of external trends that I mentioned briefly before such 
as politics, economy, society, various new technologies, etc. 
The second “Re-marketing” is a measure to create completely new markets that 
never existed before under new technologies, systems, law and regulations. This may 
be “Re-marketing” unique to NTT DATA. 
We have started large-scale initiatives with regard to these two measures. 
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Another initiative is what we call “strategic R&D.” 
Despite the evolvement of various technologies, the reality of software development 
has remained labor-intensive. Although not so many workers are required at the 
stage of designing, system cannot be completed without an extremely large amount 
of workers during the programming and unit testing processes. The curb line on this 
page shows accumulated workload. Although manufacturing site for industrial 
products 30 years ago was similarly labor-intensive, the entire procedures have been 
automated using computer now. 
Through the fundamental innovation of software development technologies, it is 
possible to make a shift from the labor-intensive market to intellectual-intensive 
industry and shorten work period, reduce workload, stabilize quality and curtail costs 
as a result of automation of design, programming and testing processes. We have 
been working to display our strengths by giving back to customers as well. With the 
TERASOLUNA automation technology and various initiatives as described in the slide, 
a number of results have been produced already. We are planning to further 
accelerate this initiative in the future. 
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Now, I would like to talk about our overseas business. 
We believe that we are currently in a transitional period between the first stage and 
the second stage of globalization. Overseas sales for the previous fiscal year slightly 
exceeded 200 billions of yen. The reason why this figure is a bit different from the 
figures for the GB segment which I explained earlier is because the figure in this page 
shows sales from overseas customers. Please note that sales from offshore 
development in China consigned from Japan have been excluded here but have been 
included in the figure for the GB segment. 
 
We aim to achieve net sales of around T yen for this fiscal year. We would like to 
increase net sales to 350 billion yen or more by the fiscal year ending March 2016 
which is the final year of the current Medium-Term Management Plan. 
As we do not expect to achieve this through organic growth only, we need to tie this 
with our M&A strategy in principle. However, we cannot implement M&A strategy 
purely based on a plan. We are currently working on various activities such as 
information gathering, etc. We are hoping to realize several M&A deals during the 
period of the current Medium-Term Plan. 
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With regard to the characteristics of overseas regions, the regions which are likely to 
directly impact sales and profits in the foreseeable future will be the European and 
U.S. markets. Although I mentioned earlier that the current conditions in Europe are 
tough, a certain degree of safety-net measures have been implemented including 
actions by the IMF, etc. So, we are planning to pursue various opportunities in 
Europe and other regions. 
  
In emerging countries, we registered our office in Myanmar in September as well as 
Indonesia, Vietnam, Malaysia, Thailand etc. Furthermore, there has been a view that 
Cambodia may be promising as well. 
Although this may not have immediate impact on net sales and profits during this 
Medium-Term Plan, we believe that it is a region we should start consideration even 
from now. 
With regard to China, I personally think that we should wait and see for half a year or 
so in light of the current situation. I would like to talk more about China in about six 
months if we have things to say at that point. 
  
From the beginning of this year, we have worked on the consolidation of our brand 
under “One NTT DATA.” As all of our brands in the U.S. and EMEA have been 
consolidated, we would like to continue to focus on the permeation of the 
consolidated brand and “Global One Team” in the future, including measures to 
promote businesses in collaboration among the NTT DATA Group companies around 
the world by solutions such as SAP, insurance, etc.  
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We are currently in the transitional period between the first stage and the second 
stage, with the overseas sales ratio of 15%. By the final year of the current Medium-
Term Management Plan, we would like to achieve “Global Top 5” and the overseas 
sales ratio of approximately 25%. 
After that, there is probably the third stage, followed by the fourth and the fifth 
stages. We would like to continue to grow toward the next steps. 
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Lastly, we will strive to cut administrative expenses, etc. in order to achieve efficient 
corporate management overseas. Administrative expenses currently accounts for 
slightly below 9% against net sales, or 110 billion yen. By the end of the current 
period of the Medium-Term Management Plan, we would like to reduce 
administrative expenses by 10% or 10 billion yen. 
Although some investment is required, we would like to realize the plan by 
establishing a global SSC, etc. by consolidating operations such as purchasing, human 
resources, accounting, etc. into one center. 
We would also like to continue to work on the organizational restructuring and 
consolidation of Group companies not only internationally but also domestically. At 
the same time, we aim to realize a 10% reduction in administrative expenses, etc. 
along with the overseas target strategy through the optimal allocation of resources 
based on market demands by promoting greater mobility of resources. 
  
This concludes my explanations on our initiatives, etc. under the Medium-Term 
Management Plan. This is the end of my presentation. 
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