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It is our privilege to report on the Company’s performance
during the interim term of its 14th business year.

A Year-on-Year Gain of 37% in Telemarketing Business Revenues

During the six months ended September 30, 2000, Japan’s overall economic
performance remained lackluster, but companies remained enthusiastic
about starting new businesses, spurred by developments such as the
promotion of deregulation. This trend created strong demand for call
centers, which function as a point of contact with consumers. As a result, our
telemarketing business continued to make great strides from the latter half of
fiscal 1999, and revenue expanded sharply to ¥10,406 million, up 37% from
the same period a year ago.

Inbound Services: Bolstered by Corporate Enthusiasm about
Creating New Businesses

In the market, more and more companies, having already carried out drastic
restructuring, are starting to take the offensive by starting new businesses.
This development has led to an increasing number of business models
characterized by a marketing style placing call centers as a point of primary
access. Although our inbound service business for the telecommunications
and broadcasting industries remained at about the same level as that of the
previous year, there was a burst of new ventures targeting primarily the
financial community, such as insurance through call center marketing and
on-line securities trading. Consequently, revenue from this business sector
posted a dramatic rise of 40%, to ¥6,138 million.

Outbound Services: Fueled by a Rise in Retention Programs

A shift in marketing style is giving greater prominence to an approach
utilizing communication tools on the “offensive” front, as in the case of the
inbound service realm, which is characterized by a stance of “being on the
lookout.” Revenue in this sector surged 46%, to ¥1,982 million, supported
not only by the continuance of large-scale operations that began to
contribute fully to our business performance from the second half of the last
fiscal year, but also by invigorated demand for retention programs in the
telecommunications and finance industries. The outbound service business,
which has traditionally centered on relatively short-term spot tasks, is now
witnessing an emerging trend toward demand for larger-scale promotional
services.

Telemarketing-Related Services: An Increase in Registration
Operations and Temporary Assistance Business

The telemarketing-related service business primarily consists of back-office
activities that include administrative operations and dispatching staffs for call
centers. Whereas the front-office business showed no noticeable fluctuation
in revenues from services to the telecommunications industry, the
telemarketing-related business posted an increase in this area. Interlinked
with front-office business, services to the financial industry also contributed
to revenues, bolstered by a surge in new business startups. As a result,
revenue remained buoyant, rising 22%, to ¥2,285 million.
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[ 5&(E (Carriers)

I £7/! (Financial Services)

[ 5% (Broadcasting)

[ ] 77&@ (Distribution)

Il %%k (Information & Publishing)
[ &Y% (Manufacturing)

I E5 (Logistics & SCM)

[ Zofth (Others)
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Note: From the center, the three concentric rings show the breakdown for the six
months ended Sept. 1998, 1999 and 2000, respectively.
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trategy
1. Reducing Operational Risks

We aim to reduce dependence on particular customers or industries.
As our efforts to win new businesses gradually generate results,
expansion of our services to the financial community is accelerating,
although services for the telecommunications industry remain our
core business (please see the chart at left).

We succeeded in reducing the degree of dependence on top-tier
customers (10 companies) from 65% in the fiscal term ended
March 1999 to as low as 54% in the six months under review. The

base of demand for call centers is thus posting steady growth.

2. Aiming at Speedier Services

We see the following trends in demand for call centers: (1) demand is
increasing in scale and (2) there is a growing need for shorter startup
times. Meeting such requirements calls for standardizing the staff
training system in great detail as well as pushing for higher efficiency.

We are the only company in the Japanese call center industry
whose employee education and training division has obtained ISO
9001 certification. Classifying our staff into call center workers,
supervisors (managers) and trainers, we offer educational programs
consisting of more than 30 courses according to the type of
knowledge required. We pride ourselves on being top-ranked in the
industry for the comprehensiveness of our education and training
system.

We plan to further solidify our dominance in quality and speed,
by upgrading and expanding our educational programs tailored to
train staff to become eligible for jobs requiring specialized knowledge.
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OSHI Now

Listing on the Tokyo Stock Exchange Second Section

On November 15, 2000, MOSHI MOSHI HOTLINE’s stock was
listed on the Second Section of the Tokyo Stock Exchange. On this
milestone occasion, the Company expressed its deep appreciation to
its shareholders for their warm support over the years, as well as its
firm determination to seck their continued assistance while striving
to further expand its business.

e-bossjapan.Inc.

e-bossjapan.Inc., a company that supports e-commerce, began opera-
tion in October 2000. (e-boss stands for EC Backend Outsourcing
Service Structure.) It was established jointly by the Company (with a
10% stake), Mitsui & Co., Ltd. (a 50% stake) and NTT Data Corp.
(a 40% stake), with the three partners providing customer support,
physical distribution and settlement system services, respectively. In
the e-commerce realm, characterized by the absence of face-to-face
interaction between retailers and customers, ensuring the provision
of the three services without fail is the first step to success. Although
it has just begun operations, e-bossjapan has already received
numerous inquiries from a wide range of industrial sectors.

Establishment of New Centers

In November 2000, we opened the Shinjuku West Center, which can
accommodate 700 seats as well as the Sapporo Mega Center (SMC),
the largest in Hokkaido with a capacity of 500 seats. Against a
background of growing demand among our clients for reduced time
between conclusion of a contract and the start of operations, opening
the two centers represents investment aimed at doing everything
[ :—r_ s possible to expand our
| . '-__—":_a_-,— business opportunities.
Because the city of Sapporo
is blessed with a wealth of
high-caliber workers, we
intend to further enlarge the
center, making it the sec-

. ond-largest base after that in

. metropolitan area.

FIRAH 25— Sapporo Mega Center
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orecast
Overseas Call Center Markets

Telemarketing originated in the United States in the 1960s, later
spreading to other parts of the world. In Japan, telemarketing began
in the 1980s, and the call center market has subsequently expanded
following a path similar to that of Europe and the United States.
Trends in the European and U.S. markets, which are said to have a
headstart of three to five years compared with the Japanese market,
are thus quite helpful in predicting developments in Japan.

The size of the European and U.S. markets at the end of 1999,
expressed in terms of the number of people working at call centers,
was 500,000 for the former and 2.5 million (approximately 1%
of the total population) for the latter. Other statistics show
that 1.5 million people employed work at call centers as of 1998,
corresponding to 750,000 to 1.25 million people for the size of
a country like Japan. At present, the Japanese market is estimated
to have several tens of thousands of outsourcers, or 200,000 to
300,000 people if in-house workers are included. In this respect, we
may say that Japan stands only at the dawn of the telemarketing age.

Looking at the types of business in the European and U.S.
markets that employ telemarketing, we can see the following
characteristics that clearly distinguish them from the Japanese market:
1. Finance-related services, telecommunications and manufactur-

ing/technology industries hold a significant share.
2. Utility companies, such as electricity and gas companies, and
travel agencies are included.

A more detailed examination reveals that call centers are utilized
for the health care and entertainment categories, as well as government,
indicating how deeply call centers have penetrated in business models.

A point of contact linking a company with its customers, call
centers offer expanding possibilities in all types of businesses.
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. E{gﬂﬁi Balance Sheets

[ | ;Eﬁifgg Statements of Income

(BRM. Kt  Milions of yen) (BAM. Kt  Milions of yen)
SE1450hME | SE138Ah[E | HIEER SE145AhME | SE138ARRE | iR (%)
As of As of Amount of Forthesix | Forthesix | percentage
Sept. 2000 | Sept. 1999 change mgggf‘fggf d mggg{_sf QS; d change
EEDER / Assets kS 10,928 8,792 +24.3
I hENEE 6,734 | 5,308 | +1,426 et sales
Current assets FUN=IT 1 VIEBRA 10,406 7,579 +37.3
iﬂﬁ&o“‘?ﬁﬁ 3,097 2 ,368 +729 Telemarketing business revenue
Cash FUR— T4V IEmREL 335 1,050 | -68.0
e 2599 1.947 +582 Telemarketing product sales
Accounts receivable ’ ’ %w{tﬂd)ﬂilﬁvﬁﬁﬁ 186 163 +14.5
Zft 1,107 992 | +114 Other sales
Other current assets &= LE(f 8,401 6,791 +23.7
Il. BEBE 2,516 1,626 +889 SRS
Fixed assets 55 TS 2 ,527 2 , 001 +26.3
B EEEE 851 570 +281 Gross profit
rangble T assets BFERRU— R 1,225 | 1,090 | +12.4
%ﬁ?lﬂiﬁg 157 123 +34 SG&A expenses
Intangible fixed assets
=t S} 1,301 910 +42.9
Hﬁ%@ﬂﬂﬁg 1 ,506 932 +573 Operating income
Investments and other assets
AEaE 9,250 | 6,934 | +2,316 iy ° 0| 928
Total assets
BIEDER/ Liabilities Eff:rﬁrEexpenses - o o
bed Ll 2,714 | 1,918 | 4795 ERTE 1,308 | 1,001 | +30.6
UIELianliiies Ordinary income
- Engi-fﬁabilities 173 139 +34 AR 0 165 -
Extraordinary income
== +
s Bl 0% 90 S T 22 45 | -51.7
Extraordinary losses
WAD/ Sharcholders” equty BB IR 1287 | 1,121 | +147
. BXE 998 918 +80 Income before income taxes
Common stock
BN, (ERBRUER 575 489 +17.5
Il. EXEES 1,202 1,158 +43 Corporation, inhabitants and enterprise taxes
Additional paid-in capital ﬁ*ﬂ%éﬂﬁﬁ _20 0 _
Il Rz 96 76 +19 e
Legal reserve
V. ZOfERIRE 4,065 | 2,722 | +1,342 pasi 733 | 631 +16.0
Retained earnings
—ZN=H 6,362 4,876 | +1,486 ) HRBOBSEMERC LY H1SHEEINUS LNHCT A, FBRIRCBEES 1268 A
Total shareholders’ equity PERESRTVET, LBBUHILBRBEVNELERA,
a7 - aEas 9,250 | 6934 | +2,316 O Consumplon tx rosuted m the nclsion of 86 milon and V126 millon i non-operating
Total liabilities and shareholders’ equity income and extraordinary income, respectively. For the six months ended Sept. 2000 and
afterward, no such result is anticipated.




