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Summary of Business Results,
January - June, 2018

(Millions of yen)

Consolidated Non-Consolidated

Ratio t Change to Ratio t Change to

Amount ?’llgn ° Last Year Amount ?’llgn ° Last Year

Net sales 389,863 | 104.7% | +9.0%|353,172| 104.2% | +8.7%

Operating 27178 | 96.7%| +1.3%| 24,054| 93.9%| -1.4%
iIncome

Ordinary 27,868 97.9%| +1.8%| 25,386| 94.7%| +0.1%
iIncome

Net income* | 18,791 99.7%| +1.3%| 17,543 | 96.2% | +0.4%

*Profit attributable to owners of parent
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Consolidated subsidiaries

2018 Jan.- Jun.

Seg . - Number of
ment Company name Business domain employees Net sales
(Millions of yen)
Development and sale of packaged software, IT
OSK Co., LTD. consulting, and Consigned software development 430 4’980
()
Net World Corporation Salgs and technology support for network-related 399 52 053
equipment ’
Emergency repair of PC and peripheral equipment
Alpha Techno Co., Ltd and data recovery service 335 2’283
(7))
Qo
()
Comprehensive service and support for network
Alpha Net Co., Ltd 425 4,279
systems ’
2
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Net sales and Profits

Consolidated

I Net sales
=& Ordinary income

Operating income
Net income*

(Millions of yen)

*Profit attributable to owners of parent

400,000 [--oooreeee s 389,863..... 40,000
357,585
338,509
300,000 || | 27,387|........... 27,8681 1 30,000
24,568 _A —A
& 26,827 27,178
200,000 |- 23,944 - e e 20,000
18,541 18,791
15,959
100,000 |-----| | fe 10,000
O ' ' Bet ncome
2016 Jan.- Jun. 2017 Jan.- Jun. 2018 Jan.- Jun.
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Net sales by segments

BSI business [ 1S&S business [Other business

(Millions of yen)

400,000 |- 389,863 .......
357,585

300,000 216.604 241,981
203,919 ’

200,000

100000 | | || L L.
134,387 140,789 147,881

0 202 191
2016 Jan.- Jun. 2017 Jan.- Jun. 2018 Jan.- Jun.
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Net sales by 4 segments

B Sl related products [] Supplies
[ ] Custom-made software, etc. [ Maintenance, etc. (Millions of yen)
A00,000 |- oo
353,172
310,573 324,765
300,000 |- IEEEEE TR

183,330
157,166 163,766

200,000 |- [ DN - SN

100,000

0

2016 Jan.- Jun. 2017 Jan.- Jun. 2018 Jan.- Jun.
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Quarterly change of Net sales

OFY 2016 OFY 2017 OFY 2018

(Billions of yen)

200 |-
198.6
150 |- 912l ... | | ... ...t
180.2 (77.3 158.9 s
171.1 160.6
100 || | | |- i I 1442 | | |
50 | | | 1 0 0 o e
0
1Q 2Q 3Q 4Q
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Quarterly change of
Ordinary income

OFY2016 OFY2017 OFY 2018 (Millions of yen)
16,000
15,645
12000 |- —T7— 15,285 | .
12,229 14,207
12,131
8,000 | 0369 | |-l | | e 11,404
10,535
6,667
4000 |{ | | | | | | U o R I S
0
1Q 2Q 3Q 4Q
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Summary of Business Results,
April — June, 2018

(Millions of yen)

Consolidated Non-Consolidated
Change to Change to

AUl Last year Amount Last year
Net sales 198,637 +12.0% 181,325 +11.1%
Operating
i come 15,327 +1.6% 13,959 -1.6%
Ordinary
i come 15,645 +2.6% 14,180 -1.2%
Net income* 10,727 +2.2% 9,798 -1.2%

*Profit attributable to owners of parent

Copyright©2018 OTSUKA CORPORATION All Rights Reserved.




Net sales and Profits,
April — June

I Net sales Operating income
== Ordinary income Net income* (Millions of yen)
*Profit attributable to owners of parent
198,637
2 R D 20,000
167,379 ’
15,255 15,645
150,000 |- 14AZB7 ------- —A—— A | 15,000
15,082 15,327
13,913
100,000 || g dee——y BT 10727 10,000
10,495 ’
9,463
50,000 || |l e 5,000
O ' ' Betincome*
2016 2Q 2017 2Q 2018 2Q
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Quarterly Net Sales by 4 segments

( % change year-on-year )

(%)
20.0 . .
—&— Sl related products —&— Custom-made software etc.
== Supplies —a&— Maintenance, etc.
15.9
14.8
N e R B L S LCEEE R PR,
12.0
10,0 f---------Ngr---- N NG -7 8/ -1
1.4
: - 8 4
5.0 -.4.'9-.- B -5 D .. = » 2 ...... N ... L
3.0 -
0.0 ¥ _ Sl related products 15.9
] Custom-made software etc. 7.4
-0.7 Supplies 6.4
-2.3 —1.8 Maintenance, etc. 5.3
-5.0
FY 2015 FY 2016 FY 2017 FY 2018
2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
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Net sales structure on
=r=¥customers’ total annual business scale

Ja§_°_1fum( 21.91% (  30.37% (  47.72% .
o ( 22.77% 30.75% ﬁ . 46.48% ‘
1, 2018 ( 123.83% ( 29.95% (  46.22%
ek ey ] | | |
0% 20% 40% 60% 80% 100%

O Less than 1 billion of yen 0O 1 to less than 10 billions of yen O 10 billions of yen and above

* “Less than 1 billion yen” includes public offices.
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Sales breakdown
by customers’ type of industry

Lease, Credit 201 8 Jan _ Jun
firms, etc. - =
Education, 9.13%
Public offices
5.71°/o Service
Retailing industries
industries 30.13%
3.66%
Building
industries
8.99%
\.Nholes.a le Manufacturing
ndustries industries
0
17.74% 24.64%

12
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Consolidated

Cash flows

O C/F from operating O C/F from investing B C/F from financing

.............................

.............................

............................

............................

............................

2016 Jan. — Jun.
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Jan. — Jun.

2018 Jan. — Jun.
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Equity and
Interest-bearing debt

BN Equity [ Interest-bearing debt
(Millions of yen) =8— Equity ratio =C=Interest-bearing debt ratio (%)
250,000 100
217,416
197,877

200,000 |“y7gG53  mmEmR 80
150,000 60
100,000 40

50,000 20

0 As of Jun. 30,'2016 As of Jun. 30, 20117 As of Jun. 30, 2018
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0 Personnel organization
(regular employees)

Others 186 (2.1%) As of Jun. 30, 2018

Technjcal
personnel

Sal ng (40.3%)

pers

nnel
2,982
(33.6%)
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Non-
onsolidated

<Amount of Sales>

Key strategic business

(Millions of yen)

2918 12017 Jan. —Jun.| 2018 Jan. - Jun. 2018 Apr. — Jun.
Amount | Amount ?_22?3:;? Amount Di:_f::;::o ?_:Z:?::? Amount Dif:::';::o ?_::3::
“tanomail” | 74,913| 77,480 +3.4%| 80,298 +2,818| +3.6%| 39,947 +1,953| +5.1%
SMILE 5295 5,950| +12.4%| 6,458 +507| +8.5%| 3,794| +386| +11.3%
oDS 28,620| 32,083| +12.1%| 31,479| -604| -1.9%| 17,032 -531| -3.0%
OSM 36,222| 34,748| -4.1%| 36,842| +2,094| +6.0%| 18,982 +2,158| +12.8%
<As reforence: Number of Sales> (Units)
Copier 24,007| 25,440| +6.0%| 23,274| -2,166| -8.5%| 12,254| -1,211| -9.0%
o coier) | 22,446| 24,270\ +8.1%| 22,553| -1,717| -7.1%| 11,894| -1,033| -8.0%
Server 18,425| 16,021| -13.0%| 16,428|  +407| +2.5%| 7,747| -378| -4.7%
PC 475,781|435,431| -8.5%| 561,599| +126,168| +29.0%|263,190| +74,494| +39.5%
Client Total | 507,800|453,087| -10.8%| 584,637| +131,550| +29.0%|273,187| +74,953| +37.8%
16
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Quarterly Number of PCs Sold

(Units)

500,000

2011 02012 02013 02014 @2015 W2016 02017 @2018

800,000 |

300,000 |-

200,000

100,000

1Q
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15,000

10,000

5,000

Quarterly Number of Copiers Sold

(Units)

B2011 02012 02013 02014 T2015 ®2016 02017 @2018

1Q
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Annual sales transition of “tanomail”

(Millions of yen)

160,000

[ 1“tanomail” [ Other “tanomail” business 2029
1,4_75153 500
140,000 i R
146,046
Started
- D6
120,000 “tanomail” o N I I .
. Private brand 122,3p7
TA B1
100,000 NO 5 Y T O
ail-order Servi 80,298|
80,000 - | jf-------- for individual - = -
“personal tanomai ‘tanomail” achieve
Procurement service 1%?;?351 I(?f  yer ]
illion yen
60,000 A
- [ ]
| Number of “tanomail”
40,000 registered accounts
June 2018 1,480,275 accounts
June 2017 1,374,627 accounts
20,000  EERERERE iy
(ftanomail”| 1H) D
-~

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
19
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Number of Users of Main Web Services (ASP)

(Thousand people)

2,400

2,200 |

2000 | 2.24 million people I
1,800 | used services in June 2018

1,600 |

1,400 |

i 2,243
1,200 Years to 2017 are full years 211D

1,000 | 1,931

800 | 1,645

600 | 1,16212%0

400 |} L | 822 903
638 [24
509 560

200 | | 304 384
204
4 81

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 June 2018
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300

250

200

150

100

50

Non-
onsolidated

Net sales of Supplies and Maintenance agreement
(Billions of yen)

Net sales of Supplies and Maintenance agreement

Accumulated business sales share

Growth of accumulated business

As reference (1999)

46.8
452 455 449

42.1/ ~. 41.9

429 429

——

39.4

C—Net sales of Supplies and Maintenance agreement (Full-year)
== Net sales of Supplies and Maintenance agreement (1H)

—== Accumulated business sales share (Full-year)

==0== Accumulated business sales share (1H)

139.0

Accumulated business sales share (%)

50

40

30

20

10

0

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 21



Future Plans
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The Basic Principle and Mid-Term Plans

< Basic principle >
 Grow with customers by realizing the Mission Statement
< Mid-term plans >
 Workforce basically remains flat or will increase slightly

e Strive to expand business by increasing revenues and
profits

Aim to achieve 7% in operating income to net sales ratio
and ordinary income to net sales ratio

 Cultivate new demand by utilizing customer information

» Effective use of people/materials/money to improve per
head productivity

23
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Market Forecast
in the Second Half of 2018

e Continued moderate growth in Japan and overseas

 Demand for aggressive IT investment, raising
productivity and cost reductions

 Demand for responding to labor shortages and for
labor-savings

* Rising interest in new IT such as Al and loT
e Further progression of work style reform

e Strong demand by companies for IT utilization and
energy-saving

Copyright©2018 OTSUKA CORPORATION All Rights Reserved.
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Policies and Measures
in the Second Half of 2018

“Leverage solutions on all fronts and live up to customer
trust”

e Strengthen on-site capabilities and customer contact
points through business management led by local area
sales groups

 Expansion of business items with customers and
cross-selling

 Promote and support work style reform
e Strengthen initiatives such as for Al and loT
e Further strengthening of solution proposals

e Strengthening of logistics structure

Copyright©2018 OTSUKA CORPORATION All Rights Reserved.
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Number of Copiers and PCs Sold

(%) (% change year-on-year)
40.0
39.5
->-Copiers
30.0 |- e
-+=-PCs ' _
7 )
10.0 |90 ey T oo
0.0
T R R — SR N S o = S
' -9.0
-13.7
-20.0 |- e N
-30.0 -24.4
' 2017 1Q 2017 2Q 2017 3Q 2017 4Q 2018 1Q 2018 2Q
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_ Change of Net sales per employee
and Operating income per employee

Net sales per employee Operating income per employee
(Thousands of yen) (Thousands of yen)
50,000 4,000

—¢—Net sales per employee
—&—Operating income per employee

Special demand for Windows XP]

1 3,500
45,000

1 3,000
40,000 A l 2,500

ﬁures show~_|*""
35,000
\/ totals for | -
Jan. — Jun. ’

30,000 1,000
Number of emolovess 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
at the end o:)Juyne 6,443 6,659 6,809 6,897 6,897 6,821 6,762 6,733 6,878 6,965 7,089 7,193
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Work Style Reform

State of Otsuka’s work style reform initiatives

Copyright©2018 OTSUKA CORPORATION All Rights Reserved.

o | | Commenced telework for part of the Computer Department
O
n
e . : :
3 Actually utlllze. Otsuka’s apunda_nt solutlons_ L oEm w0
© Many benefits created, including a reduction in EBGERER
n overtime hours and an increase in the number A
of business discussions
Q Introduce RPA (Robotic Process Automation)* Introduce Chatbot internally
© internally . . .
7] “Automation tool f ; ) Respond to inquiries from inside
+ utomation foot for routine wor and outside the company using Al
O
Q : : :
o | Quickly introduce in the Support Center Department,
(,3) where enhancing the efficiency of support operations
for an enormous amount of inquiries is an issue

Support customers’ work style reforms

utilizing the experiences from
Otsuka’s own case examples



Providing Seasonal Work Style Reform Services

«Labor saving» Chatbot service
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«Automation» RPA service
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Plans of Net sales and profit

1 Net sales Operating income
—#—Ordinary income Net income* (Millions of yen)
800,000 *Profit attributa;l;t(;oan(«;r(s)of parent 60,000
691,166 ‘
643,41 7 45,460 ’A
600,000 | - 40,780 . —— [ o and 45,000
A 47,30
44,386
39,684
400,000 || | S R e 30,000
31,560 31,880
26,675
200,000 || foeeeel e b 15,000
0 0
FY 2016 FY 2017 FY 2018
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Plans of Net sales by segments

MS| Business []S&S Business [Other Business| ijjions of yen)

800,000
691.166 720,000
643,417
600,000 |- -
426,420
o S 408,718
400,000 |- [N . DN . BN
200,000 |- el L]
266,625 282,064 293,580
0 400 383
FY 2016 FY 2017 FY 2018

(Plan)
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Stock Split Implemented

A stock split implemented with an effective date of
April 1

Split Ratio 1:2

 Listening to the voices of individual investors:
“Too costly to buy”

 Enhancing the liquidity of stocks and expanding
shareholder base

32
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We live up to our
Stakeholders’ confidence

Shareholders
_ Employees
Business Partners
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Cautionary statement

. This material is intended to provide information about the business performance of the 2nd quarter
of fiscal year 2018 and strategy of the OTSUKA CORPORATION and Group companies.

It is not intended and should not be construed as an inducement to purchase or sell stocks of
OTSUKA CORPORATION.

. Forward-looking statements in this material with respect to OTSUKA CORPORATION's strategies,
plans, beliefs, and other statements related to future trends and performance are not historical
facts, and as such involve risks and uncertainties. Such statements are not guarantees of future
performance. Actual results may differ considerably from projections due to unpredictable changes
to the economic situation, and a number of factors. Key factors that could affect actual results are
general economic conditions, social trends, change of relative competitiveness in demand action
for products and services provided by OTSUKA CORPORATION. Key factors that may affect
business performance are not limited to these items described here.

. Statements in this document are based on the current beliefs, estimates and expectations of
management. OTSUKA CORPORATION undertakes no obligation to update any forward-looking
statements.

. OTSUKA CORPORATION shall in no event be liable for any damages arising out of the use or
interpretation of this material.
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