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In the FY2016, the Japanese economy demonstrated a steady recovery trend despite the concerns about the economic downturn in developing
countries and resource-rich countries due to the slowdown in the Chinese economy. In particular, Japanese corporations posted strong earnings
due to JPY depreciation, the Japanese government’s economic policy, and the monetary policy of the Bank of Japan. The private consumption
also showed steady performance due to the improvement in the employment situation.In the information service industry, the business environment has been on track to improve due to the aggressive IT investment promoted by the improvement in corporate profitability.NSD has made
the three years mid-term management plan “Change for Innovation 2018” started at April 2015. In this management plan, we have advanced the
reform of business structure. We think it is important to enhance distinct and unique services and solutions and gain the Non-Contract Based
Software Development business to a new pillar of income, as well as to strengthen furthermore the Contract Based Software Development business which is our core business.Given such circumstances, NSD group has been taking on sales promotion aggressively as well as quality enhancement and project management. Net sales increased by 20.0% compared to the same period of the previous year due to the good performance of our core business, System Solution Services. Operating income and ordinary income also increased by more than 20.0% compared to
the same period of the previous year due to the profit growth and the promotion of cost cutting efforts.Net income attributable to owners of the
parent increased by 4.6% compared to the same period of the previous year due to the recording of the impairment loss of unamortized goodwill
and software assets of the subsidiary in the U.S. and the impairment of investment securities affected by stock market decline.

In the FY 2017, the Japanese economy will show the uncertain prospects due to the concerns about the economic downturn in developing countries and resource-rich countries and the progressive appreciation of the yen. However, in the information service industry, the business environment will keep improving due to the IT investment promoted by accelerating of 3rd platform technologies and regulatory compliance. In these
circumstances, we advance the reform of our business structure and improve our corporate value in order to build pillars of income as a goal of
the mid-term management plan. We are going to strengthen furthermore the Contract Based Software Development business which is our core
business, as well as enhancing distribution of in-house services and solutions to achieve such purposes. In the FY 2016 which is the first year of
midterm management plan, we have achieved the final year target indices of net sales, operating income, and ordinary income. Therefore, we
have reviewed and revised up 2nd and 3rd year forecasts of midterm management plan. In the FY 2017, we anticipate that cost of sales and
SG&A expense will increase by 300 million yen due to the expansion of pro forma standard taxation and the increase in the retirement benefit
cost affected by the decline in long-term interest rates by negative interest-rate policy of Bank of Japan. As the result, profit growth of operating
income and ordinary income will slightly increase compared to sales growth of net sales. On the other hand, profit growth of net income attributable to owners of the parent will increase largely because temporary extra ordinary losses was recorded in financial results for FY 2016 while we
do not anticipate such losses in the FY 2017.



