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I am pleased to present this report on MOSHI MOSHI HOTLINE’s
business performance for the first half of its 21st fiscal year, ending
March 31, 2008.

The Company’s performance during the interim period under
review exceeded initial forecasts. Major attributable factors to this
performance included (1) successful conclusion of the negotiation
with several client companies for revision of our service fees, (2)
receipt of several large-scale spot business contracts including public
opinion survey work associated with the House of Councilors
(Upper House) election in July 2007, (3) smaller-than-expected
decreases in services for certain insurance firms, and (4) a continued
firm tone of business from financial industry other than the clients
mentioned above.

As a result, consolidated net sales for the interim period under
review rose 10.5% compared with the same period a year ago, to
¥30,707 million, exceeding the initial projection.

On the earnings side, increasingly tight manpower demand
and supply conditions due to the buoyant economy, a further rise
in houtly wage of part-timers and worsening of recruiting efficiency
had a negative impact on the Company’s earnings. However, an
increase in the number of client companies who accepted the revised
service fees, coupled with the Company’s efforts in recent years to
reduce the employee turnover rate (which brought the rate down to
below the previous term’s level), put a curb on the rise in hiring and
training costs. This enabled the Company to maintain profitability.

Consequently, consolidated ordinary income for the interim
period under review grew 12.6%, to ¥3,659 million, with net income
rising 10.7%, to ¥2,116 million.

Inbound Services: New Centers Contribute to Sales
Overall, the inbound services business continued on a track of
growth, despite a decrease in business from some clients in the
insurance and telecommunications industries. Major factors
responsible for the increase included (1) contribution to sales by
the new centers that began operation in the second half of the
previous fiscal year, (2) acceptance of the revised service fees by
several client companies, (3) growth of services to new clients,
and (4) receipt of large-scale spot business contracts. Demand
thus spread across a wide range of industries.

As a result, consolidated net sales for inbound services grew
12.9%, to ¥18,600 million.
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Outbound Services: Sluggish Sales Promotion Activities in the
Financial Industry

Although this segment added business associated with public opinion
surveys for the House of Councilors (Upper House) election in July
2007, sales from services targeted at the telecommunications industry
declined, while sales promotion activities of some companies
in the financial industry remained sluggish. Furthermore, there
was a falloff in demand for spot business the Company received
in the corresponding period of the previous year. Consequently,
consolidated net sales for outbound services declined 17.2%, to

¥3,484 million.

Telemarketing-Related Services: Strong Results from Services for
Financial Industry
Telemarketing-related services maintained a positive growth trend,

mainly supported by receipt of new business contracts and increased
demand for temporary staff to be dispatched to on-premise call
centers at client companies, primarily in the financial industry.
There were also inter-segmental shifts in sales, as well as the change
in contract type (from the outsourcing contract to the worker
dispatch contract) for some business operations. These resulted in a
sizable year-on-year increase.

As a result, consolidated net sales for telemarketing-related
services grew 21.5%, to ¥8,615 million.

During the second half of the fiscal year, we plan to continue
working on maintenance and improvement of the level of satisfaction
of our current client companies, as well as aggressively pursue new
business opportunities. I, along with all of the Company’s employees,
will work together to increase shareholder value. Thank you for your

continued support for MOSHI MOSHI HOTLINE.

December 2007
Sincerely yours,

Shoji Takagi, President
MOSHI MOSHI HOTLINE, INC.
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Core staff of the Omiya Center (with Center Manager Mr. Ohata in the front

row center)
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Core staff of the Sapporo eZo Center (with Center Assistant Manager Mr.
Toyoda in the back row, second from left)
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[ Opening of New Centers in Sapporo and Omiya }

In the first half of the fiscal year, the Company opened two new
centers: the Sapporo ¢Zo Center in Sapporo City, Hokkaido, and
the Omiya Center in Saitama City, Saitama Prefecture. Furthermore,
the Company strengthened the call center that had been in
operation within Osaka Branch by spinning it off as a sales division,
and relaunched it as the Osaka Parks Center (Osaka City, Osaka
Prefecture).

Today, we are the largest call center outsourcing company in
Hokkaido, employing some 2,200 staff members as of September
2007 who handle calls from customers. The newly opened Sapporo
eZo Center represents the Company’s fifth call center in Hokkaido.

The Omiya Center started operation with a capacity of
approximately 100 seats. The Osaka Parks Center added 50 seats,
expanding its capacity to 150 seats.

With the addition of the three new call centers, the Group has
32 operating bases in 21 cities as of September 30, 2007.
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The Sapporo eZo Center

(exterior view of the building and inside the center)
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The MOSHI MOSHI HOTLINE

Group’s own operating bases
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Telemarketing Industry: Market Size of the Top 30 Companies
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Market size of the top 30 companies Source: Nihon Ryutsu Sangyo Shimbun
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Nikkei Excellent Company Ranking:
Leap from 190th to 136th

The 2007 Nikkei Excellent Company Ranking, which uses NEEDS-
CASMA (Nikkei Economic Electronic Databank System-Corporate
Appraisal System by Multivariate Statistical Analysis) developed by
Nikkei Digital Media, was announced on September 18, 2007.

The ranking, announced in September every year by the Nihon
Keizai Shimbun, was determined by analyzing financial data of 2,340
companies excluding those in banking, securities, insurance and
other financial and emerging markets.

There are four ranking categories—operational scale,
profitability, stability and growth potential. The Company was
ranked 61st in profitability and 174th in stability, leaping from
190th to 136th place in the overall ranking.

We will continue to make concerted efforts toward raising our
corporate value so that we may receive even higher evaluation marks
in the future.

Market Size of the Telemarketing Industry
Reaches ¥460 Billion

Statistics compiled annually by the Nihon Ryutsu Sangyo Shimbun
were announced recently for the call center outsourcing market
(combined total sales of the top 30 companies). Total sales amounted
to ¥462.6 billion in 2006, up 7% from the previous year. The market
exceeded the ¥300 billion mark in 2001 and has grown by about
¥160 billion, or 1.5 times, in the last five years.

As aging of the population and decline of the birthrate are
expected to accelerate in Japan in the future, the question of how
to raise labor productivity will no doubt become an important issue
for the entire nation. Services we offer not only enable efficient
utilization of human resources living in local areas via a nationwide
telecommunications network, they also improve productivity by
thoroughly streamlining the customer handling process.

We expect that the telemarketing industry will continue to
experience market expansion, driven by social needs.
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m J000000ODO consolidated Balance Sheets m J0000000DO consolidated Statements of Income
0000000000 Million yenO 0000000000 Million yenO
20 AR | E21 48R | IR 55 20 #Ah R | 55 21 HAFh A | R (%)
As of As of Amount of For the six For the six
Sep.2006 | Sep.2007 | change mgr;tg_szggged mgr;tpﬁszggged Pecfae;ggge
HEO / Assets . 35L&/ Netsales 27,784| 30,707 | +10.5
I RENEE 24,260 | 21,822 | -2,438
Current assets -
RERUES 11,939 | 5,637 | -6,302 Il TS bR 22,378\ 24,724 | +10.5
Cash and deposits
FeliE 5,900 6,751 +850 =
z\.gcoum.s receivable gﬁi&ﬁ?{ﬁ 5’405 5'983 +10.7
Z0Dfth 6,420 9,433 | +3,013
Other current assets . mﬁg&u_&ggg 2,171 2’384 +9.8
II. EIEEE 4,326 | 10,167 | +5,841 Selling, general and administrative expenses
Fixed assets
B 1,177 1,272 +95 S 3,234 3,598 +11.3
Ergim.eﬁﬁgsets Operating income
HBREEEE 170 170 0
Intigi.ble fﬁd assets A Er%g:rgnﬁincome ee 7 L
BEZDMDOEE 2,978 8,724 | +5,745
Investments and other assets V. E#”ga 5 10 +97.0
BESE 28,587 31,990 +3,403 Non-operating expenses
Total assets
BTl 3250 3,659| +12.6
BIEDOER/ Liabilities Ordinary income
| REEE 7,154 | 7,945 +790 VI, 1SRRI 18 5| 695
Current liabilities Extraordinary income
Kihs 3,638 3,911 +273
Accrued expenses VIR=EES 20 45 +124.8
ZODfth 3,516 4,033 +517 Extraordinary losses
Other current liabilities _ .
Il EEEE 260 225 -35 Bie R BATP R 3,247 3,618 +11.4
Long-term liabilities Income before income taxes
LR 74151 81701 4755 AR, BRBMRUTEB | 1206 1450 | +11.9
Corporation, inhabitants and enterprise taxes
$HEEDEB / Shareholders’ equity sEABIETEREE 40 52 +30.4
I BREEXR . Corporation tax adjustment
Owners’ equity
BEE 998 998 0 RGFFI 1,910 2,116 +10.7
Paid-in capital Net income
BEARIRE 1,270 1,230 -39
Capital surplus
FlERIRE 19,138 | 22,234 | +3,096
Retained earnings
ekl -255 —666 -410
Treasury stock
MEEARGE 21,150 | 23,797 | +2,646
Total owners’ equity
Il 5T - A
Valuation and translation adjustments
Z Dt EHEES T liERE 21 22 +1
Valuation difference on available-for-sale securities
STl - REEEREGE 21 22 +1
Total valuation and translation adjustments
MEEGS 21,172 | 23,820 | +2,648
Total net assets
BERUHEESE 28,587 | 31,990 | +3,403

Total liabilities and net assets




