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BACKGROUND TO FINANCIAL RESULTS FOR FIRST HALF OF FISCAL 2001 

(YEAR TO MARCH 31, 2001) 
 
TOKYO October 26th, 2000 – NEC Corporation (NEC) (NASDAQ: NIPNY, FTSE: 6701q.l, 
TSE: 6701) has been making every effort to maximize its corporate value with a strategic 
focus on the Internet which the company announced in September 1999. 
 
In order to maximize its corporate value, NEC has made steps to reform its business structure. 
Among its major actions was a withdrawal from the consumer personal computer business in 
North America, the restructuring of NEC Home Electronics, Ltd., and the formation of 
strategic alliances in its display monitor and semiconductor memory businesses. NEC has 
also introduced an in-house company system, strengthened and positioned its BIGLOBE 
Internet service as the driving force for business operations across the company, and 
implemented concrete measures to reshuffle and consolidate duplicate businesses within the 
Group. Moreover, in July 2000, NEC introduced a mid-term management strategy that aims 
to maximize its corporate value with dynamic business restructuring, including a 600 billion 
Yen fund for strategic business investments, including global mergers and acquisitions. 
 
This first element of this overall management strategy consists of a growth strategy focused 
on NEC's concept of an "iSociety." NEC believes that a next-generation Internet society is 
rapidly evolving as networks quickly convert to broadband and mobile applications. This 
vision of an “iSociety” at NEC foresees a world where individuals do not perceive any limits 
to the networks around them and where these networks promote the exchange of information 
and knowledge for the achievement of a new creativity in society. Based on this vision, NEC 
intends to expand from its primarily domestic orientation to focus corporate-wide resources 
on the trend towards mobile and broadband networks with the goal of becoming the global 
number one in these areas, while ensuring its consistent profitability. 
 
The concrete measures at each of the three in-house companies are as follows: 
• NEC Networks: 

Strengthening of technology resources, focused on the next-generation network business 
including optical network systems revolving around wavelength division multiplexing 
(WDM) systems and the next-generation wideband code division multiple access (W-
CDMA) mobile communications systems and terminals, as well as highly-reliable 
Internet protocol (IP) nodes and servers aimed at telecommunications carriers, a 
technology that supports the next-generation networks. 
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• NEC Electron Devices: 
Focused on providing device solutions to not only the personal computer industry and to 
peripherals manufacturers, but also to the mobile and broadband Internet-related 
industries. 

• NEC Solutions: 
Provides software services in conjunction with NEC's BIGLOBE Internet service focused 
on Japan's rapidly developing model of electronic commerce (EC) in the distribution and 
financial sectors, as well as providing open, mission-critical systems. 

 
The second element of this overall management strategy consists of measures at the corporate 
headquarters to promote the growth strategy at each of the in-house companies. First, NEC 
will utilize financial tools to promote dynamic restructuring. Strategic investments, including 
the use of M&A, totaling 600 billion Yen over three years, together with the use of stock 
exchanges in M&A schemes are expected to promote strategic dynamism in NEC's 
restructuring. Moreover, in order to fund the booming cash demand, NEC plans to promote 
securitization of receivables and the use of operating leases for some manufacturing 
equipment, as well as the listing and sale of shares in some affiliated companies.  
 
While NEC is reviewing the globalization of its stock, it is also aiming to take its competitive 
subsidiaries public and raise their overall corporate value, as well as reform subsidiaries that 
are a part of a value chain, such as manufacturing subsidiaries to become contract 
manufacturers. These measures are aimed at achieving a group-wide business restructuring. 
 
NEC also intends to maximize the use of its intangible assets, such as its world-leading 
research and development resources and achieve a position of global leadership in its core 
business fields. The company also aims to establish greater levels of commercialization from 
the seeds sown by its internal research projects. Furthermore, to enhance the competitiveness 
of its operations, the company will use human resources on a global level and accelerate the 
shift of technology resources to its core businesses. 
 
As a result of these measures, NEC forecasts it will achieve the following targets by March 
2003: 
• Net sales   6,700 billion Yen (average annual growth rate of 10%) 
• Operating income  450 billion Yen (average 7% growth) 
• Income before 

income taxes  390 billion Yen 
• Net income  200 billion Yen 
• ROE   15% 
• D/E ratio   1.2 times 
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Background to Mid-term Financial Results (April 1 - September 30, 2000) 
 
In the Japanese economy, although consumer spending continued to remain sluggish due to 
ongoing corporate restructuring with its focus on cutting-back labor costs, private capital 
investments have shown signs of recovery. The U.S. economy continued to grow despite a 
slowdown in consumer spending and a weak outlook on profitability levels in the high-
technology sector. Moreover, the European and Asian economies continued to grow steadily. 
 
In the electronics industry, with the IT revolution, the electronics industry has seen a 
significant expansion in demand for information technology-related equipment, particularly 
in the personal computer and mobile communications markets. Semiconductor memory and 
electronic components for cellular telephones also continued to show favorable trends. 
 
In this environment, NEC has focused on the timely development of new products and 
services and supporting sales promotion efforts on the arrival of broadband and mobile 
networks in line with the company's vision of an iSociety. NEC has also made significant 
efforts to reduce costs and expenses. In July 2000, the company also took its subsidiary NEC 
Soft, Ltd. to an initial public offering and sold a portion of NEC’s ownership in an effort to 
raise finance for a strategic investment fund for use in mergers and acquisitions and other 
strategic growth efforts. 
 
Consolidated Financial Results 
 
Consolidated net sales during the period grew 9% from the same period of the previous fiscal 
year to 2,478.2 billion Yen, as sales of personal computers, cellular telephones and 
semiconductor memory products continued to expand. Operating income increased 82.6 
billion Yen, to 74.6 billion Yen due to overall sales growth, as well as improved cost of sales 
ratio which was attributable to the stability in semiconductor memory prices together with 
reductions in selling, general and administrative expenses.  With the business restructuring of 
subsidiary companies and profits realized on the initial public offering on NEC Soft, Ltd., net 
income amounted to 20.5 billion Yen of an increase of 71.7 billion Yen year-on-year.  
 
With measures to raise profitability and financial restructuring measures being promoted, 
NEC also saw free cash flow of 157.5 billion Yen and interest-bearing debt of 1.860.6 trillion 
Yen (a reduction of 267.8 billion Yen compared to the first half in the previous fiscal year, 
and 96.5 billion Yen lower than the previous half year financial period). NEC's debt to equity 
ratio (ratio of shareholder capital to interest-bearing debt) was 1.91 times (a reduction of 0.53 
times compared to the first half in the previous fiscal year, and 0.09 times down on the 
previous half year financial period). 
 
By segment, consolidated sales and operating income were as follows (figures in brackets 
denote % increase or decrease from same period in previous fiscal year): 
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• NEC Solutions 
 
Net sales:   1,006.0 billion Yen (-3%) 
Operating income:  29.7 billion Yen (+118%) 
 
Sales benefited from strong sales of personal computer products to consumers and with the 
business restructuring of Packard Bell NEC the negative effects from hardware-related 
operations were reduced and costs cut, results that were reflected in operating income. Main 
sales were from systems integration services, Internet services (BIGLOBE), personal 
computers, mainframe computers (ACOS-series), and PC servers (Express 5800 series). 
 
• NEC Networks 
 
Net sales:   778.4 billion Yen (+9%) 
Operating income:  21.2 billion Yen (+48%) 
 
NEC Networks saw significant increases in sales of its i-Mode cellular telephone handsets, 
and benefited from the introduction of unlimited ISDN-based Internet access services in 
Japan through sales of its terminal adapters leading to both increased sales and profitability. 
Main sales were from cellular telephone systems, cellular telephone handsets, public 
switching systems, transmission equipment and satellite microwave communications 
equipment. 
 
• NEC Electron Devices 
 
Net sales:  648.3 billion Yen (+21%) 
Operating income:  60 billion Yen (+1,536%) 
 
Despite a fall in the profitability of color liquid crystal displays (LCD) with market price 
movements, the value of semiconductor memory remained favorably stable and IC sales were 
strong in the consumer and industrial sectors leading to a 21% increase in sales and a very 
significant improvement in profitability. Main sales were from memory devices, 
microcomputers, a variety of ICs for consumer and industrial applications and color LCD 
displays. 
 
• Others: 
 
Net sales:  342.5 billion Yen (+17%) 
Operating income:  0.4 billion Yen (N/A) 
 
With the recovery of the market, sales of electronic component and semiconductor evaluation 
equipment saw an upturn in profitability. Main sales were from electron evaluation 
equipment, electronic communications-related engineering, liquid crystal projectors and other 
products. 
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Outlook for Fiscal Year 2001 (year ending March 31, 2001) 
 
In the domestic economy, the trend towards a recovery in capital investment and an 
expansion in IT-related investment is clear, and consumer spending, while it lacks strength, is 
on the path to recovery. Overseas, despite concerns about U.S. share prices and the weakness 
of European currencies, the electronics industry as a whole is expected to grow steadily. 
 
In this environment, NEC forecasts consolidated net sales of 5.5 trillion Yen, a 10% increase 
over the previous fiscal year, due to steady demand for semiconductors and electronic 
components for cellular phones and personal computers. Consolidated operating income is 
anticipated to reach 250 billion Yen, and net income is expected to be 90 billion Yen. 
 
 
About NEC Corporation  
NEC Corporation (NASDAQ: NIPNY) (FTSE: 6701q.l) (TSE: 6701) is a leading provider of 
Internet solutions, dedicated to meeting the specialized needs of its customers in the key 
computer, network and electron device fields through its three market-focused in-house 
companies: NEC Solutions, NEC Networks and NEC Electron Devices. NEC Corporation, 
with its in-house companies, employs more than 150,000 people worldwide and saw net sales 
of 4,991 billion Yen (approx. US$48 billion) in fiscal year 1999-2000. For further 
information, please visit the NEC home page at: http://www.nec-global.com 
 
 
CAUTIONARY STATEMENTS: 
1. The above forecasts are forward-looking statements involving risks and uncertainties. 

The important factors that could cause actual results to differ materially from such 
statements include, but are not limited to, general economic conditions in NEC's markets, 
which are primarily Japan, North America, Asia and Europe; demand for, and 
competitive pricing pressure on, NEC's products in the marketplace; NEC's ability to 
continue to win acceptance of its products in these highly competitive markets; and 
movements of currency exchange rates, particularly the rate between the yen and the U.S. 
dollar in which NEC makes significant sales. 
 

2. In case where the information contained in this press release falls within the definition of 
“Material Information” under the Securities and Exchange Law of Japan, Article 166, 
Paragraph 2, if you read this press release before the time of “Publication” (which is 
defined under the Securities and Exchange Law of Japan and its Enforcement Ordinance 
as twelve hours after its release; i.e., approximately 1:30 a.m. on October 27, 2000 
(JST)), you and the persons listed below may be prohibited from purchasing, selling, or 
making other transactions of shares of stock or other securities of NEC Corporation 
before the time of Publication. 

 
 -  Other directors or employees of your company if the content of this press release comes 

to their knowledge in connection with their duty 
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