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Firstly, we will explain the financial results for the first half of the fiscal year ending March 
2017. 

We were able to achieve favorable results, with all of the new orders received, net sales and 
operating income having increased compared with the same period last year.

New orders received, among others, showed significant growth in this fiscal year as well, 
resulting in an approximately 150 billion-yen increase compared with the same period last year. 
This was in sharp contrast to our original estimation that new orders would decrease as a 
reaction to the several large projects we received in the last fiscal year. Net sales also continued 
to rise steadily, and the operating income posted a significant gain from a year earlier thanks to 
restraining of unprofitable projects.
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Now, we will explain new orders received by each segment.

The Public and Social Infrastructure segment experienced a drop in new orders received as a 
reaction to the orders for several large projects we received in the previous term. This drop had 
already been taken into consideration from the beginning of the current term. Other than this 
reactionary drop, the new orders received remained positive.

The Financial segment saw an approximately 100 billion-yen increase, thanks to our overall 
robust business situation, including business with banks, as well as receiving a project in the 
current term that was originally scheduled for the next term.

The Global segment was negatively affected by foreign exchange with a decrease of approx. 40 
billion yen compared with the previous quarter. Meanwhile, there was also a positive element 
for this segment, with a period of three months being added to the conventional fiscal term of 
the group’s European subsidiaries in order to adjust their settlement term in line with the 
consolidated term.

5



Net sales rose in all segments, compared with the same period last year.

Although the utility business recorded decreased net sales as a reaction from the previous 
term, the Public and Social Infrastructure segment posted an increase, benefiting from the 
growth in businesses related to central ministries and agencies.

The Financial and the Enterprise and Solution segments also registered a rise in net sales.

The Global segment was affected by foreign exchange with a loss of some 30 billion yen. But it 
still chalked up an increase as a result of the added fiscal period to the conventional fiscal term 
of the group’s European subsidiaries, a measure intended for consolidated settlement in the 
same way as the new orders received. 
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The operating income rose in all segments.

The year-on-year increase in the Financial segment, and the Public and Social Infrastructure 
segment were achieved by restraining unprofitable projects.

The Global segment was affected by a loss due to advisory expenses etc. related to acquisition 
of Dell Services business, but still posted an increase as a whole thanks to its increased sales.
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Although not going into the details on individual segments, the segment profit for the 
Enterprise and Solution segment significantly increased compared with the previous term. This 
was mainly a result of recording profits on the sale of securities including the shares of Recruit 
Holdings Co., Ltd.
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We will explain two points with regard to the elements that decreased segment profits in the 
Global segment as follows:

The first point relates to everis, our subsidiary in Spain. We bought everis about three years 
ago for 360 million euros. When negotiating for a large-scale acquisition, NTT DATA takes into 
consideration a future business plan for about five years and makes a calculation based on 
discounted cash flow to determine the corporate value of the company it is considering 
acquiring. It was estimated that the corporate value of everis could be maximized to as much as 
500 million euros if it achieved better results than certain standards three years after it had 
been acquired. But our company agreed with the former shareholders of everis that we would 
pay 360 million euros at the beginning. After the acquisition, everis steadily increased its 
earnings, with the sales growing by over 30 percent and the income almost doubling in three 
years. Since everis secured earnings and income far exceeding our original expectations, NTT 
DATA decided to pay the difference in corporate value in accordance with the agreement 
entered into three years ago. This is how we recorded about 13 billion yen as extraordinary 
losses in the segment profit category.

The second point relates to the expenses incurred by the acquisition of Dell Services business.
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We will explain the revision to the projected results for the whole fiscal year ending March 
2017. 

In May 2016, the guidance was released excluding the effect of the acquisition of Dell Services 
business. But, this time, we took the acquisition effect into consideration and revised the result 
projection for the whole fiscal year.

We will begin with the details of Dell Services.

Dell Services has an enormous advantage in the healthcare industry, also maintaining a certain 
level of dominance in the field such as the financial, federal government and enterprise field 
such as manufacturing sectors. 

In terms of solutions, Dell Services is strong in IT infrastructures and cloud as well as BPO. 
Of the entire sales of DELL for the fiscal term ended January 2016, the portion of Dell Services 

accounted for 2.8 billion dollars. 
Operating income, as already shown in another material, will be different between when seen 

as that of Dell Services within DELL and when consolidated with NTT DATA with expenses being 
recalculated. When consolidated with NTT DATA, the operating income rate is projected to be 
about seven percent.
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Dell Services has incorporated based on the former Perot Systems and has its bases spread 
over 50 countries with its center in the U.S. The company has about 28,000 employees and total 
assets of 1.9 billion dollars.

We acquired Dell Services using carve-out, a method to cut out targeted business assets from 
several relevant companies rather than simply buying one company. In March 2016, when the 
acquisition was released, due diligence was completed and the acquisition amount was fixed at 
about 3 billion dollars. However, it still took another seven months until closing of the 
acquisition because we carved out and acquired targeted businesses from numerous countries.

In particular, the following three issues required time.

Firstly, we underwent screenings by national authorities in accordance with competition law 
and notification made for investment in foreign companies: Although we did not undergo 
screenings or make notification in all 50 countries, it still took us a long time.

Secondly, the method of carve-out required establishment of entities to receive assets in each 
country: We needed to carry out procedures such as opening bank accounts and establishing 
corporate bodies and their branches in individual areas and countries.

Thirdly, we needed to set up an environment for the internal IT system transition: Dell Services 
has about 700 systems, most of which are to be transferred to NTT DATA and used as NTT 
DATA’s assets. However, the accounting and human resources departments of Dell Services will 
continue to use their system owned by DELL for about two years, during which NTT DATA will 
pay DELL rental fees. Then, in about two years, the system will be totally transferred to NTT 
DATA and used as the information system of NTT DATA. For this purpose, we spent seven 
months setting up the environment and verifying whether the system would operate without 
any problems after closing the acquisition.

The expenses for setting up the internal IT system will amount to about 10 billion yen per year. 
These expenses will be incurred as extraordinary losses not only in Fiscal 2016 but also in 2017. 
However, by Fiscal 2018, most of these expenses are estimated to disappear and the system will 
be independently operated by NTT DATA.
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Based on the above explanation, we will now go into the outlook for the results in the fiscal 
year ending March 2017 that has been revised from the original projection made at the 
beginning of the current term.

New orders received and net sales are forecast to exceed our projection made at the 
beginning of the current term, benefiting from the most recent favorable situation and the 
positive effect of the acquisition of Dell Services business. Operating income is estimated to 
remain at the original projection of 105 billion yen. Income before income taxes and minority 
interests for the current term has been revised to 86 billion yen, given the negative effects of 
the expenses incurred in relation to the acquisition of Dell Services business. 
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New orders received are expected to achieve a 150 billion-yen increase, based on the most 
recent positive results both in Japan and abroad. The acquisition of Dell Services business is 
forecast to bring an approximately 70 billion-yen increase based on the assumption that a 
period of three months will be added to the consolidated settlement. However, because the 
loss of foreign exchange needs to be considered, which could amount to about 50 billion yen, 
new orders received for the whole term is projected to be 1.68 trillion yen.

Net sales is estimated to be 1.67 trillion yen, with a profit of 70 billion yen generated by the 
acquisition of Dell Services business and a loss of 50 billion yen by foreign exchange considered. 
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The projection of operating income is made with the added three-month period due to the 
consolidation of Dell Services t o the consolidated settlement, which is equivalent to about 5 
billion yen, taken into consideration. Meanwhile, expenses for amortizing goodwill and PPA are 
expected to be almost the same as the above 5 billion yen. Besides that, an expense of about 2 
billion yen is estimated to be incurred for the financial advisories related to the acquisition. 

However, since unprofitable projects are expected to be further restrained by another 2 billion 
dollars than the originally projected 8 billion yen, operating income is estimated to remain at 
105 billion yen, unchanged from the original projection.

New orders received and net sales can be directly affected by foreign exchange, as you may 
know. Meanwhile, foreign exchange is considered to hardly affect operating income, although 
situations vary from country to country. This is because costs of sales and selling, general and 
administrative expenses are also denominated in the local currency in most cases.

17



(Description abbreviated)

18



(Description abbreviated)

19



(Description abbreviated)

20



The segment profit in the Global segment is projected to post a loss of about 31 billion yen, 
given the expenses related to the acquisition of everis as mentioned above, Dell Services’ 
internal IT system expenses, and other expenses related to restructuring and consolidation.
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Please look at the chart of the changes in the backlog of orders received. The backlog had 
already exceeded 1.5 trillion yen at the end of the fiscal year ended March 2016, and in the 
fiscal year ending March 2017, a further surge is estimated. This is because of the positive 
results brought by our strong performance in these days and the consolidation of Dell Services. 

As we have already explained, most of Dell Service’s businesses are related to BPO and ITO. In 
addition, most of the contracts Dell Services holds with its loyal customers are long-term, 
spanning four to five years. For these reasons, their backlog of orders received is enormous. The 
addition of Dell Services’ over 600-billion-yen orders received allows NTT DATA to exceed the 
benchmark of 2 trillion yen for the first time, reaching 2.31 trillion yen. Since Dell Services 
operates on a business model that secures significantly stable earnings, the acquisition of their 
business benefits NTT DATA immensely.
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Next, we will explain our medium-term management plan. In May 2016, we gave a qualitative 
explanation excluding the effect of the acquisition of Dell Services business. But, this time, we 
will go into the details taking into consideration such effect.

We have established two main goals with regard to the medium-term management plan for 
the fiscal year ending March 2019.

One is to increase consolidated net sales beyond 2 trillion yen. This means that we will need to 
continuously work on our growth strategy.

The other goal is to record a 50 percent increase in consolidated operating income after 
adjustment, compared with the fiscal year ended March 2016. Since the operating income for 
the fiscal year ended March 2016 was 100.8 billion yen, we will need to add about another 50 
billion yen to make it approximately 150 billion yen, excluding an increase in investment in new 
fields. Also, without mentioning our continued investment in M&A, the research and 
development investment should be doubled compared with Fiscal 2015 with an approximately 
10 billion increase.

The previous medium-term management plan aimed at net sales of over 1.5 trillion yen and 
EPS of 200 yen. EPS is an important indicator, but it gives the false impression to both Japanese 
and foreign investors that NTT DATA might be seeking to reacquire its own stock. Generally 
speaking, EPS can rise by decreasing the number of shares issued, which acts as a denominator. 
However, NTT DATA does not intend to reacquire its own shares for a while, but rather aims to 
increase the income, which acts as a numerator. For this reason, the medium-term 
management plan this time has set the amount of operating income as our goal.
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NTT DATA achieved one of its goals, Global 1st Stage, around 2014, in the midst of the period 
for the previous medium-term management plan. This means that we realized our geographical 
expansion worldwide to meet demand from our customers including multinational companies 
and also achieved our overseas sales ratio target of 25 percent. In the fiscal year ended March 
2016, the overseas sales ratio grew further beyond 30 percent. Since establishing our new goal, 
Global 2nd Stage, around 2014, we have been aiming to further raise the overseas sales ratio to 
the same level as our sales in Japan and to achieve consolidated net sales of over 2 trillion yen 
by 2020, when Tokyo will host the Olympics and Paralympics.

Toward the Global 2nd Stage, we have released our medium-term management plan. Under 
the keyword of NTT DATA: ASCEND, we have adopted a slogan, “Rise and grow our global 
brand,” aiming to have the NTT DATA brand widely known across the globe. To achieve this, we 
will work on creating new value by Game-changing Approach and Breakthrough Technology.

Now that the acquisition of Dell Services has been completed, we are intending to achieve the 
Global 2nd Stage during the period for the current medium-term management plan instead of 
by around 2020. We have actually started discussions with an eye to our next goal, the Global 
3rd Stage.
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We will explain the reason why NTT DATA is working on a growth strategy that aims to improve 
our local presence. As the chart shows, the sales of NTT DATA are ranked in the top 10 in Japan, 
Spain, Germany, Italy and Chili. Generally speaking, the 10th rank has a share of about 2 percent 
in each of the local markets mentioned above.

In the U.S., our current net sales are over 200 billion yen, but this accounts for only 0.5 percent 
of a share in the North American IT service market due to the immensity of its market size. The 
market share would still be only about 1.1 to 1.2 percent with Dell Services included. Given 
these circumstances, we need to further grow in the U.S.

We consider it crucial to improve our local presence. With a low local presence, we have fewer 
opportunities to make suggestions to customers. Improvement in our presence in each area 
and country would contribute to increased opportunities for us to make our value widely known 
and appeal to leading customers, including multinational companies.
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We have two measures to improve our local presence.

One is Game-changing Approach: We worked on Game-changing Approach during the period 
for the previous medium-term management plan and had very fruitful results. In the existing 
markets, we will aim to further increase our share by taking advantage of deregulation , etc. We 
also intend to create a new market with the full use of new technology.
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The other important measure is to create value through Breakthrough Technology. Although 
“digital” has not been specifically defined, it has become a keyword across the globe. Until 
around 2014, SMAC and CAMS, which stand for social (S), mobile (M), big data analytics (A) and 
cloud (C) respectively, were considered important. But those words are now being 
overwhelmed by “digital.” In this dramatically changing digital society, we would like to develop 
our business by taking into consideration the following: our response to the changes in 
development methods, such as the emergence of agile development, automation of software 
development, and system development that can swiftly adapt to business changes; and the 
changes in a business model with an eye to new technology related to big data. 

We are aiming to make a research and development investment in around 2018 by adding 
another 10 billion yen or more to the current amount of such an investment. As a matter of fact, 
we would like to make more investment in research and development. However, considering 
the balance of cash allocation, we decided the additional amount for this investment to be 
about 10 billion yen.
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NTT DATA has been working for four years on an initiative called “NTT DATA Technology 
Foresight.” This year, we are focusing on 267 of the latest technologies, intending to make 
innovations by multiplying the expertise and conceptions of the highest quality in each of our 
customer’s industries by our high technological competence. We will also build an Open 
Partner Ecosystem by joining forces with venture companies. In Spain, we have a database of 
1.9 million venture companies and carry out data crawling every day. With the use of such a 
system, we would like to promote the creation of new value.
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Here, we would like to give a supplementary explanation about the effects of Dell Services 
consolidation. 

Firstly, the consolidation will increase the number of our customers for which we have annual 
sales of 50 million dollars or more from 50 to 61. 

Secondly, in terms of industrial categories, the percentage of healthcare in NTT DATA’s 
portfolio will rise from two to nine percent because Dell Services has a strong advantage in the 
healthcare field. Also, in terms of solutions, the percentage of ITO and BPO will be significantly 
up. 
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Further business growth is expected in North America, given that there is little overlap in 
businesses between NTT DATA Inc. and Dell Services and the consolidation is therefore 
estimated to produce significant synergy. 

We are projecting further growth in the U.S. healthcare field. Based on this projection, NTT 
DATA Inc. have had in-depth discussions including the study of M&A, aiming to enhance its 
services in the healthcare field. The ratio of the healthcare field in NTT DATA Inc. was only about 
13 percent before. The acquisition of Dell Services will increase the ratio to as much as 33 
percent.

Also, in the technical portfolio, the ratio of ITO and BPO will rise considerably. Since both ITO 
and BPO are based on long-term contracts, we will be able to secure a stable income over a 
long period of time.

We expect that the expansion of our business and enhancement of our management stability 
will contribute to deepened relationships with our existing customers as well as providing 
increased opportunities for us to make suggestions to new customers.
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By multiplying NTT DATA’s accumulated strength by Dell Services’ strength, we are aiming to 
enhance our synergy while improving our Account (customer) management, Offering (solutions 
we provide to customers) and Delivery Excellence, which refers to the delivery of solutions to 
our customers.

I would now like to conclude my presentation. Thank you. 
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