
 The comments on the presentation note part are supplementary information 
on the content of remarks at the financial results briefing and settlement 
figures.

 Please note that there is no comment on the slide that omitted the explanation 
at the financial results briefing or the slide without supplementary information.
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 Strong performance continued on in 2Q. Sales increased 7.8% to 259.1 
billion yen, and operating profit increased 23.6% to 40.9 billion yen, both 
record highs building on the record highs achieved in 1Q.

 Quarterly net profit increased by 17.9 billion yen year-on-year, as an 
extraordinary gain  (approximately 19 billion yen) was recorded from the sale 
of Recruit Holdings shares.
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 Sales were strong in Consulting, mainly in domestic DX-related projects. We 
expect the favorable business climate to continue in the second half.

 In Financial IT Solutions,
• In Securities, sales to Nomura Holdings which are categorized as securities 

remained at virtually the same level, but revenues increased thanks to 
implementation projects under way at multiple companies for shared online 
services (The STAR).

• For insurance, revenues increased due to multiple development projects, 
mainly for large and direct-style non-life insurers.

• For banking, revenues increased due to projects such as reconstruction of 
core systems architecture for Internet banking.

 In Industrial IT Solutions,
• In distribution, revenues increased due to multiple projects accompanying the 

income tax hike, while business also remained brisk in e-commerce 
architecture projects.

• In manufacturing and services, revenues decreased overall due to just over 
approximately 2 billion yen of decreased revenues overseas (mainly in 
Australia). On the other hand, if we limit the scope to domestic business only, 
revenues increased by a few hundred million yen.

 In IT Platform Services, revenues increased due to a peak in demand for IT 
investment in office reforms accompanying to move to Windows 10 and 
workstyle reforms in digital workplace, as well as strong performance in 
information security business led by subsidiary NRI Secure Technologies.
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 Sales to Nomura Holdings increased due to projects in digital workplace.

 Sales to Seven & i Holdings increased, driven by IT investments such as 
spending in anticipation of the income tax hike.

 In our overseas business, revenues decreased by around 3.4 billion yen, 
mostly in Australia. Roughly half of the decrease was attributable to exchange 
rate impact mainly with the Australian dollar (nearly 10% year-on-year 
depreciation of the Australian dollar).
Decreased revenue effects from yen appreciation were also felt in North 
America and Asia/Other. Consulting in Asia/Other also experienced decreased 
revenues in China and Asia due to effects in the macro environment.
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 In Consulting, revenues decreased a certain amount year-on-year as major 
projects that started at the beginning of the previous year continued, but first 
half performance was strong with high levels of profit overall.

 In Financial IT Solutions, profit increased significantly due to increased 
capacity utilization, with brisk activity in development projects in addition to 
effects from product sales accompanying shared online services 
implementations.

 In Industrial IT, higher profit was earned despite sales being virtually 
unchanged. Excluding overseas business, profitability improved with a 
domestic operating margin of around 14% which exceeded that of Financial 
IT Solutions, in addition to productivity improvement accompanying 
standardization of development for e-commerce architecture projects, and 
the utilization of offshoring in China.

 In IT Platform Services, strong performance from the previous year continued, 
and profit increased.
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 Roughly half of the approximately 2.4 billion yen revenue increase in 
Consulting Services was increased revenue in the Consulting Segment, while 
the remainder was revenue increases in the upstream processes of IT 
solutions projects. Since the latter contributes directly to sales in 
development processes, we expect performance to remain strong.

 Sales increased in System Development & System Application Sales, mainly 
in Financial IT.
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 Subcontracting expenses increased roughly 3% relative to the increase in 
sales, due to progress in offshore development in China. As a result, 
development productivity is improving. Just under 20% of the overall increase 
in subcontracting expenses is attributable to China offshoring, and we believe 
there is room for this proportion to increase going forward.

 The decrease in goodwill amortization is due to the impairment of all 
Brierley+Partners goodwill, which was recorded at the end of FY March 2019.
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 Roughly 1.9 billion yen in gain on the sale of investment securities was 
recorded from the sale of Recruit Holdings shares.
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●Domestically
 In Consulting, sales were recorded more quickly leading up to the end of 

September, so order backlog decreased somewhat, but the backlog remains 
at the same high level as last year and we are still receiving as many inquiries 
as ever.

 Order backlog increased in Financial IT Solutions, mainly for securities. For 
insurance, backlog remains at the same high level overall despite the effects 
of a lower number of projects for major life insurers, and we expect the 
strong performance in the first half to continue in the second half.

 In Industrial IT Solutions, order backlog decreased year-on-year due to a 
seasonal drop-off in large projects. Our personnel capacity utilization remains 
high, and the decrease is due to a slight slowdown in orders. However, the 
business climate immediately ahead is brisk, and we are generally proceeding 
on a pace to achieve our domestic performance forecast for the year.

 In IT platform services, order backlog increased due to strong performance in 
security business, including NRI Secure Technologies and digital workplace 
business.

● Overseas
 The decrease in order backlog was due to exchange rate impact in Australia 

(yen appreciation against the Australian dollar). Excluding that effect, 
overseas order backlog is unchanged year-on-year.
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 Sales + consolidated order backlog is progressing at about the same rate as 
last year, and generally in line with overall expectations.
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 Based on progress in the first half, we made an upward revision of 4 billion 
yen to our performance forecast for operating profit. With operating profit of 
40.9 billion yen in the first half, we are now forecasting 80 billion yen in 
operating profit for the year. Considering that our performance tends to be 
more heavily weighted toward the second half, this appears to be a 
conservative target. However, if we make steady progress, we can look 
forward to eclipsing this figure.

 We upwardly revised our net profit forecast by 2 billion yen to accompany 
the aforementioned revision to the operating profit forecast.

 At a glance our dividend payout ratio may appear low, but this is because of 
the non-recurring profit recorded with the sale of Recruit Holdings shares 
this year.

 We aim to steadily increase our dividend to roughly a 35% dividend payout 
ratio, without any increase or decrease from recording non-recurring 
extraordinary gain. We are not changing the dividend this time, but we 
believe that we may revise the amount of the dividend according to future 
forecasts and our outlook on the next fiscal year and beyond. At the same 
time, our treasury share acquisition of roughly 160 billion yen this year has 
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resulted in a very high overall rate of return. We intend to move 
forward while looking to maintain balance in overall shareholder returns.
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 In Financial IT Solutions, we are raising our target by 5 billion yen due to 
strong current performance in receiving orders.

 In Industrial IT Solutions, we lowered our target by 5 billion yen. While we 
raised our target by 1 billion yen in distribution due to strong demand for IT 
investments such as e-commerce website architecture, we lowered our target 
for manufacturing, services, and other industries by 6 billion yen. While we 
consider performance in manufacturing and services to be progressing in line 
with plan domestically, we have lowered the target to reflect a certain level of 
weakness in the overseas business climate and exchange rate impact in 
Australia (yen appreciation against the Australian dollar).
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 Based on our treasury stock holding policy, we plan to retire treasury shares.

 As of October 25, our total number of treasury shares after the retirement of 
shares is 5.8% of total outstanding shares. This slightly exceeds the ratio 
specified in our treasury stock holding policy but considering the exercising of 
stock options tied to directorsʼ compensation, we believe that we are actually 
at a level that is roughly 5% of total outstanding shares.
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