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CAUTIONARY STATEMENTS:
This material contains forward-looking statements pertaining to strategies, financial targets, technology, products and services, and business performance of NEC
Corporation and its consolidated subsidiaries (collectively "NEC").  Written forward-looking statements may appear in other documents that NEC files with stock
exchanges or regulatory authorities, such as the U.S. Securities and Exchange Commission, and in reports to shareholders and other communications.  The U.S. Private
Securities Litigation Reform Act of 1995 contains, and other applicable laws may contain, a safe-harbor for forward-looking statements, on which NEC relies in making
these disclosures.  Some of the forward -looking statements can be identified by the use of forward-looking words such as "believes," "expects," "may," "will," "should,“
"seeks,“ "intends," "plans," "estimates," "aims," or "anticipates," or the negative of those words, or other comparable words or phrases.  You can also identify forward
looking statements by discussions of strategy, beliefs, plans, targets, or intentions.  Forward-looking statements necessarily depend on currently available assumptions,
data, or methods that may be incorrect or imprecise and NEC may not be able to realize the results expected by them.  You should not place undue reliance on forward
looking statements, which reflect NEC's analysis and expectations only.  Forward-looking statements are not guarantees of future performance and involve inherent risks
and uncertainties. A number of important factors could cause actual results to differ materially from those in the forward-looking statements.  Among the factors that
could cause actual results to differ materially from such statements include (i) global economic conditions and general economic conditions in NEC's markets, (ii)
fluctuating demand for, and competitive pricing pressure on, NEC's products and services, (iii) NEC's ability to continue to win acceptance of NEC's products and
services in highly competitive markets, (iv) NEC's ability to expand into foreign markets, such as China, (v) regulatory change and uncertainty and potential legal liability
relating to NEC's business and operations, (vi) NEC's ability to restructure, or otherwise adjust, its operations to reflect changing market conditions, and (vii) movement
of currency exchange rates, particularly the rate between the yen and the U.S. dollar.  Any forward-looking statements speak only as of the date on which they are made. 
New risks and uncertainties come up from time to time, and it is impossible for NEC to predict these events or how they may affect NEC.  NEC does not undertake any
obligation to update or revise any of the forward-looking statements, whether as a result of new information, future events, or otherwise. 

The management targets included in this material are not projections, and do not represent management's current estimates of future performance. Rather, they
represent targets that management will strive to achieve through the successful implementation of NEC's business strategies.  

Finally, NEC cautions you that the statements made in this material are not an offer of securities for sale.  The securities may not be offered or sold in any jurisdiction in
which registration is required absent registration or an exemption from registration under the applicable securities laws.  For example, any public offering of securities to
be made in the United States must be registered under the U.S. Securities Act of 1933 and made by means of an English language prospectus that contains detailed
information about NEC and management, as well as NEC's financial statements.

(Note)
1. The consolidated financial statements of NEC are prepared in accordance with accounting principles generally accepted in the United States, or U.S. GAAP.
2. "Operating income" set forth above is a measure commonly used by other Japanese companies that report their financial results in accordance with generally
accepted accounting financial reporting practices in Japan. “Operating income” is calculated by deducting cost of sales and selling, general and administrative expenses
from net sales.  Management believes this measure is useful to investors in comparing NEC’s results of operations to other Japanese companies.  This measure,
however, should not be construed as an alternative to "income before income taxes" or "net income" as determined in accordance with U.S. GAAP.  Please refer to the
condensed consolidated statement of operations for the calculation of the operating income.

FY (Fiscal Year) 2006 indicated in this slides means the year ending March 2007.Other FYs are indicated in same way.

All brand names and product names which appear in this material are trademarks or registered trademarks of their respective companies.
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Today’s Agenda

I. Management Policies

II. Turnaround Measures of Underperforming 
Businesses

III. Growth Strategy Geared toward NGN 

・ IT / NW Solutions for Carriers

・ IT / NW Solutions for Enterprises

IV. Conclusion
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I. Management Policies
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Current Situation of NEC Group

Accomplishments & issues over the past few years
・ Strengthened capital structure, implemented structural reforms
・ Reinforced IT/Network Solutions business
・ Poor performance of Semiconductors and Mobile Terminals 

businesses
Expansion of business opportunities

・ NGN (Next Generation Network), as the new ICT market

Execute turnaround of underperforming businesses and 

move aggressively towards growth
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Direction of NEC Group

A Global “Innovation Company”

NEC’s Technology as the key driver for growth
・ Create globally competitive products
・ Integrate NEC’s strengths

Hardware + Software,  IT + Network + Semiconductor

Create “Innovation” for customers
・ New solutions, new business models, etc.

Rebuild and expand global business
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Business Environment : 
Beginning of the “NGN (Next Generation Network)” era

Service Applications
Service Platforms
Transport Systems
Terminals 

Markets expected 
to revitalize with 
NGN

Media-free
m2mSafety and Security Web2.0Convergence of 

Communication and 
Broadcasting

(machine-to-machine)

NGNNGN (Next Generation Network)(Next Generation Network)

Broadcasting
Service

IT 
Service

Communication
Service

Internet
Service

Extensive investments by carriers and other sectors

Enterprise ICT System
e-Government
Social Infrastructure
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Management Goals for FY2006

Expedite implementation of measures towards growth

Focus on NGN (Next Generation Network) strategies

• Enhance existing business orders

• Strengthen corporate structure and accelerate 
development speed towards FY2007 ~

Assure turnaround progress in underperforming 
businesses

Achieve business forecasts

Operating Income of JPY 130Bn

* Forecasts as of 5/11/2006
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Operating Income Forecasts [FY2005/FY2006]

FY 2005
JPY 95.4 Bn

FY 2006
(Forecast)

JPY 130 Bn
IT/Network Solutions

＋ JPY16.2 Bn

Electron Devices
＋ JPY33.5 Bn

Others
-JPY15.1 Bn

Mobile Terminals

Network Solutions 
(excluding Mobile Terminals)

IT Solutions

・Personal Solutions

・SI/Service

NGN R&D Investments

* Forecasts as of 5/11/2006



10 © NEC Corporation 2006

II. Turnaround Measures of 
Underperforming Businesses

Mobile Terminals Business

Semiconductor Business
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1. Mobile Terminals Business

Unit Shipments

0

10

Domestic

China
Other 
Overseas

FY 2006
(Forecast)

FY 2005

(MM)

Factors affecting 
Operating Income

3G

Approx. 10.9

Approx. 9.0 

Decreased 
Restructuring Cost of 
Chinese Operations

Improved 
Overseas 
Business

Improved R&D 
Efficiency, etc.

-20

0

20

JPY 10Bn Improvement

FY 2006

(Forecast)

FY2005

(JPY Bn)

* Forecasts as of 5/11/2006

PDC

Decline in 
Profitability of 
Domestic 
Business
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Progress Update on Turnaround Measures

Optimization of development process and reduction of 
development costs

・ Reduced software development cost per model by over 40% 
(YoY)

Restructuring of overseas operations

・ Optimized inventory level in Chinese market (FY 2005)

・ Emphasize profitability, cut down number of new models

・ Scaled-down production base for overseas shipment

Currently under alliance discussions with Matsushita
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2. Semiconductor Business

Expecting to return to profit in FY06 

Portfolio improvement

(Enhance high profit margin areas)

Expanding sales of Digital AVPF (EMMA):

・Sony LCD TV “BRAVIA”

・Toshiba DVD/HDD Recorder

#1 global market share in 32-bit MCU
(Source: Gartner Dataquest)

Increasing sales in ASSP and 
multi-purpose ASIC

Reduce costs, enhance production

Increase 300mm/90nm production 
capacity

• SoC orders for Nintendo’s “Wii”

708
646

705

5.0

-35.7

33.2

FY 2006
(Forecast)

FY 2005FY 2004

* Forecasts as of 4/25/2006

NEC Electronics
Sales and Operating Income

Sales
(JPY Bn)

Operating Income

(JPY Bn)
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Direction of Semiconductor Business (NEC’s perspective)

Cooperate with NEC Electronics to expand its business spectrum
Expand Microcomputer and Semiconductor Platform Business

・ Utilize NEC group’s software resources
Co-develop advanced process with Toshiba and Sony

・ Allocate human resource from NEC Central Research Labs.
Promote sales collaboration

・ Leverage alliance relationships (Cooperation with SONY for DVD Drives, 
etc. ) 

・ Build firm relationships with distributors

＜Next Steps ＞

Support NECEL to expand its Software Business
Promote joint development of NGN-compatible LSI system 
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III. Growth Strategy Geared 
toward  NGN 
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NGN (Next Generation Network) 

Value Creation for Users
Safety, Security, High Quality and High Reliability

Convergence of fixed and mobile communication
(FMC: One Phone, One Bill, One Number)

More diverse choice of attractive services
(Multi-Media Communications, Entertainment, etc.)

IP-Based Network: brings revolutionary change to the telecommunication network 
Comprised of transport & service platforms; 

flexibly enables variety of service offerings
Managed QoS (assuring quality & speed)

NGNNGN ((Next Generation NetworkNext Generation Network))
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Carriers Moving towards NGN

NGN Roadmap of NTT

Based on Medium-Term Management Strategy
as of Nov. 2005

Investment Trend of KDDI
First mover towards NGN (in Japan)
- started building fixed IP network (FY 2005)

- investment to improve services (CDN, FMC)

Fixed-line Capex
(From KDDI earnings announcement)

12
9

41.5
29

27.2
36.6

55.2

6.6

4.2

0

50

100

150

FY 2004 FY 2005

(JPY Bn)

Data and Others

IP Telephony 
NW

CDN

Metal Plus

Hikari Plus

Construction of relay network 
starts in FY06
Deployment of relay nodes and optical 
wavelength transmission equipment
(IP networks of NTT East and NTT West)

CDN: Contents Delivery Network
NTT East: Nippon Telegraph and Telephone East Corporation
NTT West: Nippon Telegraph and Telephone West Corporation
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Enterprise ICT systemEnterprise ICT system

NGN：Next Generation NetworksNGN：Next Generation Networks

Transport
Next-gen optical IP network, wireless/optical access, etc.

Transport
Next-gen optical IP network, wireless/optical access, etc.

Service Platform
Business platform (Billing, settlement, etc.)
NGN service platform (Next-gen SIP servers, IMS, etc.)

Service Platform
Business platform (Billing, settlement, etc.)
NGN service platform (Next-gen SIP servers, IMS, etc.)

Service Applications (Image/audio distribution, etc.)Service Applications (Image/audio distribution, etc.)

Terminal Equipment (Mobile phone, PC, Digital products)Terminal Equipment (Mobile phone, PC, Digital products)

NGN Business Opportunities (cont’d)

IT/ NW Solutions for CarriersIT/ NW Solutions for Carriers

IT/NW Solutions for Enterprises
SI/Service
IT Platform

Enterprise Network

IT/NW Solutions for Enterprises
SI/Service
IT Platform

Enterprise Network

S
ocial Infrastructure 

S
ocial Infrastructure 

Mobile TerminalsMobile Terminals Personal SolutionsPersonal Solutions

From Carriers/Media to Enterprises, Governmental Agencies and 
Consumers
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Strengthen business structure
(Integration of production and sales, 
organizational consolidation to meet 
market needs on a full-scale basis from 
infrastructure to services)

Advanced development &  timely release 

of NGN-compatible products / solutions

Expand business, gain competitive edge 

leveraging software
・ Expand Service Platform business

・ Enhance multipurpose server platform and 

software to improve competitiveness

Rebuild overseas business

1. IT/Network Solution for Carriers
Maintain and strengthen No.1 Market Share, and 
target to become the major global player

0.0

0.5

1.0

1.5

2.0

FY2005 FY2006 FY2007

Service platform

Transport
・Optical network, IP
・3G infrastructure, etc.

Japanese carrier market forecast
※Excludes revenues from constructions

+19%/Year

+10%/Year

Legacy equipment

(NEC estimates)

（JPY Tn）

1.6
1.7

1.8
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NEC’s Accomplishments and Strengths
Extensive product portfolio in all layers

・ From Service Platforms, Transport, to Terminals, etc.
Provide total solutions to carriers

Proven track records in service platforms
・ Dominant market share in domestic SIP servers for carriers
・ Nearly 80% market share in the overseas i-mode system
・ Market Pioneer in “IMS” which is the core of NGN

– NTT DoCoMo’s “PushTalk service” platform

Orchestration of NEC’s competence in IT/Network
・ Leader in software development capability among 

competitors (including pure network vendors)
・ Synergy in carrier business and broadcasting business
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Enforcement of  Transport Products for NGN
Gain competitive edge in ATCA platform with market frontier advantage 

・ Mobile packet core - RNC, etc.
・ Continuously enhance competitiveness of platforms by concentrating internal 

server and LINUX technologies 
Speed-up development of 40G optical transport products 
Maintain Technological Leadership in Mobile/Wireless Area 

・ 3GRAN LTE※, WiMAX, Ultracompact Microwave Transmission System, etc. 
※Long Term Evolution

Strengthen competitiveness of router & switch products with advanced IP 
function

・ Partnerships with Juniper Networks and Alaxala Networks
・ Timely response to advanced demands in Japan （Plan to expand into the 

global market as well）

ROADM “SpectralWave DW4200 Series”
40Gbps transmit speed
Maximum 80 wavelengths capacity
Installing wavelength cross-connect function, and GMPLS features
Downsize to 1/3 using  High-Density Packaging Technology 
(source: company data)

ATCA: Advanced Telecom Computing Architecture,  3G RAN LTE: 2G RAN (Radio Access Network) Long Term Evolution, WiMAX: World Interoperability for Microwave Access
GMPLS: Genreralized Multi-Protocol Label Switching

Reconfigurable 
Optical Add/Drop 
Multiplexer
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Accelerate software development to expand business in the growth area
Acquire business opportunities by utilizing NEC’s competitive advantage in SIP 
server, overseas i-mode gateway, network management 

SIP Server/IMS Integration/enforcement of platform products for FMC
i-mode/RBM Development of contents delivery and messaging services

Network Management Focus on reliability and security of All-IP network
(congestion control, quality monitoring)

* RBM: Ring Back Melody

Expansion of Service Platform Business

27%

22%

51%

IP phone subscribers by countries and
VoIP system share for carriers (Japan)

Provide IP multimedia services   to 
both fixed and mobile access network
Conform to the standards of IMS
High-reliability at the same level of a 
base station switch   
・System utilization rate at 99.9999%
(Annual downtime below 13 
seconds)
Compatible with several hardware 
products
・ATCA server
・UNIX server (Plan)

ATCA Server

Transmission control software
“NC9000 Series”

FY2005
JPY 47Bn

VoIP system share
Source: Fuji Chimera 

Research

NEC

Oki Electric

Others



23 © NEC Corporation 2006

Expansion of Carrier Business 
In addition to  Mobile Wireless Business, expand into the following areas:

・ Fixed Network, FMC, Service Platform businesses
Maximum utilization of NEC’s resources and competitive advantages
Strengthen/Improve operational structures of NEC and overseas 
subsidiaries

Customer base of approx. 400 carriers

Globally competitive product lines

• 3G Mobile NW: 
Over 35 carriers in 26 countries

• PASOLINK: 350,000 shipped in 110
countries 

• NEMIP: 9 countries 

High capability in SI and product development of 
oversea subsidiaries

Proven track-record and accumulated know-how in  
broadband & mobile developed countries

Assets / Advantages of NEC Overseas Business Composition
of Network Solutions for Carriers

3G 
Infrastructure

Wireless

Optical / IP / 
Fixed-line Access

Service Platform

FY2005
Approx. JPY 

210Bn
(30% of Total 

Carrier Business)
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Vitalize Enterprise IT/NW Market with NGN

High-speed/
high-capacity

High-
Reliability High-Security Seamless

Connection

Evolution of Enterprise Network
・ Voice/Data integrated network
・ Fixed/Mobile integrated network
・ Real-time Communication platform, 

etc.

Evolution of IT Infrastructure
・ Integration of servers/storage
・ Grid computing
・ ThinClient, etc.

Sophistication of  Application/Service Offerings
・ New services 

to consumers
・Real-time SCM
・RFID applications, etc.

NGNNGN (Next Generation Network)(Next Generation Network)

・Next-gen CRM
・Broadband office

2. IT/Network Solutions for Enterprises
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NGN

Expand SI/Service Business

Medical Institutions

Enterprises

xSP/Finance, etc.

Local Governmental 
Agencies

Expansion of new demand

Carriers/Media

Leveraging system integration expertise gained from carriers and media 
Pioneer new market demand arising with NGN

Residential 
Service

Nursing 
Service

Electronic 
Medical 
Records

Real Time SCM

Next Generation CRM

Utilize RFID…etc.

・・・
Service

AP
Service

AP
Service

AP
Service

AP
Service

AP
Service

AP

Service Platforms
(Business platform)

Authorization, billing and settlement

Service Platforms
(Business platform)

Authorization, billing and settlement

Achievements in service platforms orders
Approx. JPY 100Bn in FY2005
※Including carrier network areas (SIP, etc.)

NTT DoCoMo: Mobile wallet phones featuring mobile credit gateway system
NTT Communications: Operation system using digital T.V. relay networks
For Broadcasters: Total Tape-less System
NTT DoCoMo: “Maps”, which is the fundamental system supporting “mopera U”

NEC’s Recent Developments
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Secure Profitability in SI Business
FY 2005 Results
Positive outputs from integration of NES / NECST
・ Reduced outsourcing costs by promoting

SI production innovation
Unified software procurement functions 
within NEC Group, focused orders to key 
partners
Enhanced competition among suppliers

・ Decreased underperforming projects
Increased the number of project managers 
of NEC
Enforced risk management
(Prior examination of orders, etc.)

Measures for FY 2006
・ Further increase profitability by NEC Group-

wide promotion of SI Innovation
Enhancement of development and  
management standards

Approx.
5%

Approx.
9%

Approx.
6%

Approx.
8%

Approx.
8%

Approx.
10%

05/3 1H 05/3 2H 06/3 1H 06/3 2H 07/3  1H 07/3 2H

SI/Service Profitability and Profit Composition

SI Mainten
ance, 
etc.

(Forecast) (Forecast)

※Forecast value as of 5/11/2006

NES: NEC Soft, Ltd. NECST： NEC System Technologies, Ltd.
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Accelerate Growth in Network Solutions 
Business for Enterprises
Realize effects from the enhanced

operational structure
Strengthen Sales Force / SI Capability

・ Increased 200 sales forces/SI engineers

Integrate R&D Function to 
NEC Infrontia (planned in July)

Continuous growth of UNIVERGE
business

UNIVERGE sales target (Japan)
+ 15% YoY

(FY 2005 Actual: + over 20% YoY)

Expansion of Solution Business
・ Over 350 application partner companies

・ Alliance with Microsoft 

0

100

FY2004 FY2005 FY2006

UNIVERGE Sales
(Japan)

(Forecast)

Solution

Platform

(JPY Bn)

* Forecasts as of 5/11/2006
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Established NEC Philips Unified Solutions
・ HQ in Holland, sales network in 13 countries (800 employees)

・ Client base: 6,000 companies (PBX / Key Telephone System)

Continuous Growth in North America
・ Expanding market share:  +7% sales growth, exceeding market level (+1%)

Gartner “Preliminary Market Analysis of Enterprise Telephony Equipment, North America, 2005”

Expansion of Global Alliance
・ Expand server / storage business enhancing joint development / OEM relationships

・ Fortify alliance with Microsoft

・ Cooperate to develop and distribute communication software products

・ Development cooperation to alliances with Unisys and Stratus

Global Expansion of Solutions Business

(Announced in Apr. 2006)
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4. Strengthen R&D towards Growth
Technology and Innovation as the Driving Force of Growth

R&D Costs

100

200

300

Electron 
Devices, 
etc.

NGN

FY 2006
(Forecast)

FY 2005

(JPY Bn)

Approx.
JPY 340 Bn

Approx.
JPY 350Bn

IT/NW

JPY 20 Bn increase in R&D for NGN

Improving 
Efficiency of 

Development in 
Mobile 

Terminals, etc.

Focus on NGN Area
accelerate development of NGN 
transport and service platforms

Alliance with NEC Electronics to 
develop core devices

Strengthen Development in
NGN-related Areas

RFID, Grid computing, etc.

Strengthen BIGLOBE infrastructure, 
services and contents

* Forecasts as of 5/11/2006
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Enterprise ICT systemEnterprise ICT system

NGN：Next Generation NetworksNGN：Next Generation Networks

Transport
Next-gen optical IP network, wireless/optical access, etc.

Transport
Next-gen optical IP network, wireless/optical access, etc.

Service Platform
Business platform (Billing, settlement, etc.)
NGN service platform (Next-gen SIP servers, IMS, etc.)

Service Platform
Business platform (Billing, settlement, etc.)
NGN service platform (Next-gen SIP servers, IMS, etc.)

Service Applications (Image/audio distribution, etc.)Service Applications (Image/audio distribution, etc.)

Terminal Equipment (Mobile phone, PC, Digital products)Terminal Equipment (Mobile phone, PC, Digital products)

NGN Business Opportunities

IT / NW Solutions for CarriersIT / NW Solutions for Carriers

IT/NW Solutions for Enterprises
SI/Service
IT Platform

Enterprise Network

IT/NW Solutions for Enterprises
SI/Service
IT Platform

Enterprise Network

S
ocial Infrastructure 

S
ocial Infrastructure 

Mobile TerminalsMobile Terminals Personal SolutionsPersonal Solutions

From Carriers/Media to Enterprises/Governmental Agencies and Consumers
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IV. Conclusion
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Another Challenge towards Mid-Term Targets

* Forecasts as of 5/11/2006

FY 2006 Target: 
solidify the “First Step for another challenge”

Fortify implementation of growth measures 

Focus on NGN (Next Generation Network) strategies

Assure progress of turnaround in underperforming 
businesses

Achieve the Operating Income target of :
JPY 130Bn

Mid-term targets: 
ROE = 15%, Operating profit = 7% 



Empowered by Innovation




