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Mobile Market

* R&D related to mobile telecommunications standards, such as LTE,
LTE-Advanced, etc.

¢ R&D related to telecommunications chipsets (communications
semiconductors incorporated in smartphones, etc.)

¢ R&D and manufacturing of such mobile communications terminals
as smartphones and tablets

Network Infrastructure Market

¢ R&D related to optical/digital telecommunications

¢ R&D and manufacturing of telecom equipment

¢ Construction/maintenance of optical fiber telecom networks
¢ Construction/maintenance of wireless base stations

* Network quality assurance (failure monitoring)

Electronics Market

¢ General-purpose measurement for a wide array of fields

¢ R&D and manufacturing of telecommunications-related
electronic components

¢ R&D and manufacturing of telecommunications equipment

¢ R&D and manufacturing of wireless base stations

¢ R&D and manufacturing of products related to digital household
appliances and car electronics, etc.

¢ Smartphone/tablet manufacturers

* EMS (electronics manufacturing
service)

¢ Chipset manufacturers

o IT-related service providers

® Telecom operators

¢ Telecom operators

® Telecom network construction
companies

¢ Telecom equipment manufacturers

e Electronic device/component
manufacturers

* Telecommunications equipment
manufacturers

¢ Mobile handset manufacturers

e Electronic equipment manufacturers
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Contaminant Detectors
¢ Contaminant detection and shape inspection

Weighers, Checkweighers
* Weighing, checkweighing, and package inspection

* Food producers (agricultural
products, meat processing, processed
foods)

¢ Pharmaceuticals/Cosmetics makers
(pills, capsules, liquids, patches)

(Billions of yen) (Billions of yen)
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Information and Communications

¢ Monitoring and control systems related to such public
infrastructure as rivers, water supply facilities, etc.

¢ Bandwidth controllers for high-quality networks, such as those
for financial systems, video distribution, etc.

Devices
¢ Optical/ultra-high-speed devices for optical communications
networks and telecommunications equipment

Notes: 1. “Other” includes both “Other” and “Adjustment Items” within segment information.
Beginning the fiscal year ended March 31, 2016, the name of the former “Industrial Automation” segment was changed to the “PQA segment.” Figures for previous years have been

retroactively adjusted for this change.

® Public sector (central and local
government units)

¢ Financial institutions

e Video distribution companies

o Electrical equipment manufacturers
e Telecommunications equipment
manufacturers

Beginning the fiscal year ended March 31, 2013, the Information and Communications business is included in the Others segment, and has been retroactively included.
2. Accompanying the revision of 1AS No. 19, figures for fiscal 2013 have been adjusted retroactively to take account of this change.
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Hirokazu Hamada

Director,
Executive Vice President
Measurement Business Group President

66 Technology is entering a new age.
We have launched a new strategy
for generating fresh business
growth as a leading provider
of 5G and loT technologies. 39

Identifying and Meeting 5G/

loT Needs

M Review of Fiscal 2016

Fiscal 2016 marked a transition period
between the LTE and 5G eras of high-
speed wireless communications. The
mobile phone market fell into a deep
lull, and our revenue and profit remained
down year on year into the third quarter.

The Three Pillars of Our Vision

: il
. M

However, the important role of LTE-
Advanced technology in transitioning to
the 5G era and the Internet of Things
(IoT) was reconfirmed in the fourth quar-
ter. This put a brake on the mobile mar-
ket contraction, and our sales turned
upward year on year in the final quarter
of the fiscal year. The Measurement
Business Group ultimately recorded sales
of ¥59,333 million, down 12.4% year
on year, and operating profit of ¥2,130
million, down 54.7% year on year.

B Measurement Business Group
Vision

Anritsu is at the forefront in the com-

mercialization of 5G technology. Our

vision is to become a leading company

in 5G/loT technology, and we aim to

achieve a 20% operating profit margin

e loT

e Connectivity

e Automobiles

Leading in 5G/IoT company

¢ Network
reshaping

e Computing

Growing the three pillars of our vision

on our high-value-added products in this
burgeoning field.

To achieve our vision, the Measure-
ment Business Group is seeking to fulfill
this vision by establishing positions in
three areas to drive our business growth.

Our first objective is to establish a
strong market share in the 5G market.
The arrival of 5G does not mean LTE
transmissions will be completely phased
out; rather, the two will coexist with 5G
enabling a data transmission speed of
more than 10 Gbps, 100 times the data
capacity, and ultra-low latency. We will be
able to continue leveraging the strength
we have cultivated in LTE and maintain
our high market share. This also means
that not all infrastructure facilities will be
replaced, while in 2020 the market is
expected to remain about 70% the size of
its peak. Simply put, relying on 5G alone
will not be enough to achieve our 2020
VISION. That's where the second and third
drivers will be important.

The second driver will be expansion
of the network infrastructure business.
Network traffic volume is growing with
the proliferation of cloud-based services,
and this is prompting network reshap-
ing. This market is expected to continue
growing with advances in network tech-
nologies to increase transmission speed
and raise quality along with a growing
market for data centers. Anritsu com-
mands a high market share in these
areas supported by our highly specialized
product lines, particularly our handheld
test sets, bit error rate testers, and opti-
cal spectrum analyzers. We plan to gen-
erate sustainable growth as this market
expands.

We aim to establish a third growth
driver in the emerging markets for loT
and new automotive applications. The
5G era will free Anritsu from reliance on
smartphones and expand the range of
communication services, and we plan to
introduce innovative solutions, including
solutions to test loT devices with built-in
WLAN and V2X connectivity for self-
driving vehicles. We will use innovative
technologies like these to open up new
markets that we will cultivate into a
new earnings pillar for the Company.

Anritsu Integrated Reporting 2017
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Test and Measurement

Anritsu 5G network solutions 5G Features 1/1 OxLatencyi

The three pillars
of our vision

Mobile Solutions Business

loT Testing Solutions Business
Network Infrastructure Business

Mobile networks

LTE-A
NB-loT
Small Cells

Smart devices

@ 5G New RAT
C-RAN
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Development and manufacturing solutions for loT
devices and modules

M Organizational Reform

We have reconfigured the segment into
three divisions of mobile, loT, and network
infrastructure to optimize our business
effectiveness in the 5G/loT market. We
believe this will give us the best foundation
to grow using 5G, loT, and network
reshaping as our three growth drivers
while enabling us to also increase earnings
in the existing LTE Advanced, smartphone
manufacturing, and other business areas.

M Fortifying Profitability

We will create new processes to cut costs
and will systematically reduce parts and
other costs from the development stage.
Particular emphasis will be placed on cut-
ting costs in commercialization processes
to further fortify our profit structure.

Improving the efficiency of our devel-
opment processes will include shifting to
a low-cost development location for the
LTE business, which will become a legacy
technology. In this way, we will position
the LTE business as a cash cow for the
Company, from which we will circulate
profits to develop 5G technology.

We anticipate demand for 5G R&D
measuring instruments to start gaining
momentum and investment in LTE-
Advanced-related investment to begin
ramping up again in the fourth quarter
of fiscal 2017. We believe both the loT
and automobile markets present promis-
ing growth prospects for our products.
We aim to harness our growth drivers
and steadily progress toward fulfilling
our 2020 VISION.
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Tsutomu Tokuke

Mobile Solutions Division
General Manager

66 Companies in a wide variety
of industries are preparing to
rapidly increase investment
in 5G/loT. We will seize the
opportunity and generate
substantial business growth.”

M Timely Solutions for Customer
Needs
The Mobile Solutions Division supplies
developers worldwide with test solutions
that are indispensable to the develop-
ment cycles of communications chipsets,
communications modules, and commu-
nications devices like smartphones. Our
products include measuring instruments
needed to assess communications proto-
col and wireless performance, confor-
mance test systems to verify compliance
with communication standards, and
carrier acceptance tests.

Large product menu from radio frequency
to optics

Mobile Solutions Business

Our Company’s strength is our ability
to provide essential test solutions to
resolve verification issues for the latest
mobile communications technologies, in
a timely manner that meets industry
needs. We have cultivated technical abili-
ties in all areas of communications over
decades and have fully established global
structures for sales and technical support.

As a result, we have created strong
relations from the initial development
planning stage with the telecom opera-
tors and chipset and smartphone ven-
dors that are at the cutting edge of
technology development. We are also
participating in standardization activities
related to standard conformance tests
for mobile communications technology,
contributing to raising the quality of
communications services.

H 5G/loT Society Brings Business
Opportunity
The new 5G transmission technology will
not only have faster connection speeds
and larger transmission capacity; it will
also be the telecommunications infra-
structure for loT networks connecting
a huge host of objects and services.
This will require more-sophisticated
equipment, such as technology using
broadband signals and to provide the
low-latency performance needed to
realize high real-time connectivity. We
expect full-fledged product development
for the commercialization of 5G
products based on specification
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Fixed business

100G/400G

Ethernet

Data Center

High-speed 100G/400G applications I

standards to start gaining momentum
in 2018.

As this unfolds, we will be deepening
our customer relations and strengthen-
ing our collaborative development to
create the test solutions to optimize our
customers’ needs. We expect the prolif-
eration of 5G to lead to an increase in
use cases in our everyday lives and for
loT to also make its way into a wide
range of industries.

Anritsu thus has a golden opportunity
to expand its business domain, and it
plans to use its strength in the communi-

5G Road Map

CY2016

3GPP

Pre-5@G

Development
phase

Trial/service

Test solutions

Pre-5G

Specification
4
Pre-Standard

Start development of
chipsets and devices

40G/100G
(B PCE )

AOC

cations technologies on which loT relies
to cultivate strong collaborative relation-
ships with new customers and business
partners to provide a full spectrum of
verification solutions in a wide range of
application fields.

The competitive dynamic of the
mobile communications market is on the
verge of transformation, and we will
have to be right on top of the changes
or else our business opportunities will be
lost. The worldwide proliferation of 4G
technology led to an increase in the
number of bandwidths used, and market

2017 2018 2019

World leader in bit error rate testing |

players utilized the diverse range of tech-
nological options as a way to differenti-
ate their products.

The advent of loT has likewise led to
proposals for several different communi-
cations systems. The 5G mobile phone
system also enables various options, such
as using multiple bandwidths and devel-
oping flexible connectivity networks. We
will be following closely to see which
new technologies become mainstream
and will adjust our solution portfolio to
the markets to ensure to capitalize on
the business opportunities for Anritsu.

2020 2021

D

Y NSA-NR (Non-Standalone New Radio)
Y SA-NR (Standalone New Radio)

v v
Standard-based R&D

Trial

“ Winter Olympics in
PyeongChang,
South Korea

'..‘ ." ."

Commercialization

s Tokyo Olympics

Initial stage development solutions
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Test and Measurement

loT Test Solutions Business

Shinya Ajiro
loT Test Solutions Division
General Manager

€6 |n the loT business, we will seek
to establish new business lines
with our existing customers and
to make contact with new compa-
nies. We will offer even higher-
value-added solutions to
contribute to creating a “safe,
secure, and prosperous society.” ”

M Creating a Safe, Secure,

and Prosperous Society
The IoT Test Solutions Division provides
the test solutions needed for 0T services
to operate smoothly and efficiently.

Specifically, we provide telecom
carriers, communications device makers,
module makers, and other device manu-
facturers with the solutions for evaluat-
ing the functions and performances of
wireless devices using such technologies
as LTE, WLAN, and Bluetooth used
to connect “things” to the Internet.

We also provide solutions for mass-
production trials of these technologies
and solutions for evaluating the cover-
age area of base station signals.

An 10T society provides connectivity
between virtually every “thing,” and this
inherently means that the loT society must
constantly evolve to create new value. In
the loT society, wireless communications
will connect automobiles, home applianc-
es, and industrial machinery. New services
will be offered, leading to new issues and
market needs. Anritsu will bring its abun-
dant experience and apply its cultivated
and highly sophisticated technologies to

20 ANRITSU CORPORATION

solve those issues and contribute to the
realization of a safe, secure, and prosper-
ous society through loT.

H Solutions for the

Automotive Market
One of the use cases of loT is for com-
munications functions in automobiles.
Telematic services connecting automo-
biles and the Internet are already becom-
ing common, and various services are
being provided. The in-vehicle emergen-
cy call system eCall being made manda-
tory in Europe in April 2018 is one
example.

Anritsu determined that technologies
for the automotive market would be
another growth field. We developed and
are providing telematics assessment solu-
tions and eCall assessment solutions that
cater our specialized wireless communi-
cations technologies to automobile
manufacturers and makers of onboard
automotive equipment, who are giving
it high evaluations.

We expect fields where we have inher-
ent strengths to continue expanding,
including the expanding radar functions
for the proliferating and evolving auto-
mated driver assist systems (ADAS),
which promise to increase driving safety
and reduce accidents, and the introduc-
tion of vehicle-to-vehicle, vehicle-to-
everything (V2X) communication.

H Achieving the 2020 VISION

The automotive market is expanding
beyond just automakers with new compa-
nies introducing automobiles and Over The
Top (OTT) players aggressively entering the
market and seeking commercializing
self-driving vehicles. Wireless communica-
tions systems enabling connectivity and
coordination with external systems are crit-
ical to making self-driving vehicles a reality.

In addition, advances and widespread
use of loT, self-driving vehicles, and
other technologies will have huge impli-
cations for privacy and safety, giving rise
to new issues that cannot be addressed
solely by evaluating the communications
devices. System evaluations in an end-to-
end environment* have become increas-
ingly important. Cyber security, an area
that has received much attention in
recent years, is a prime example. End-to-
end testing needs are sure to grow as
the responsibility not of the equipment
makers but of the telecom operators and
service platform vendors that provide the
services.

Anritsu will expand its business by
working closely with its customers to
quickly identify and act on new market
needs, propose new customer value,
and, through this, contribute to the
development of society and progress
toward realizing its 2020 VISION.

* Realizing network environments connecting “things” in
a laboratory

New Technologies in the Automotive Market and Anritsu’s Initiatives

2015 2016 2017

Evolving self-driving
Level 2

2018 2019 2020 2021

m

Level 1

| Proliferation of 4G telematics

| Requirement for onboard | Expanded use of 79GHz radar
eCall systems

| V2X road testing

Telematics/eCall

*In-vehicle
emergency
call system

Mobile network simulator

79GHz high-resolution
automotive

Millimeter-wave signal generator

Mobile communications/connectivity
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Wireless communications

Radio frequency performance testing

V2X(802.11p)

*Vehicle-to-vehicle,
—. road-to-vehicle

V2X communication quality
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Shunichi Sugita

Service Infrastructure Solutions Division
General Manager

€6 The huge increase in data
traffic on telecommunications
lines is making network
reshaping of the communications
infrastructure necessary. We
see this as another business
opportunity for Anritsu.33

M Support Solutions for 5G/loT

The Service Infrastructure Solutions
Division provides optical and digital
measurement solutions for the growing
network infrastructure market needed
to realize the 5G/IoT society. Data traffic
is increasing exponentially as mobile
services and loT expand with the rapid
proliferation of cloud computing. This
is leading to the reconstruction of the
network infrastructure, called network
reshaping, and innovation in various
areas, including using small cell base
stations to densify networks, using
optical interface, constructing and
expanding data centers, and enabling
faster and higher quality transmission
of data.

We are focusing on capturing market
share in the network reshaping market
and will provide solutions to support
5G/IoT networks.

W Harnessing Network Reshaping
and the Changes in the

Data Center Market
We are supporting smooth network
reshaping by installing mobile infrastruc-
ture equipment and equipment in data
centers, providing handheld measuring
solutions to set up optimal network lay-
outs, and providing development and
manufacturing solutions for equipment
to be used in data centers. Mobile tech-
nologies and the network infrastructure
to support them advance in unison, and
balanced growth in both sectors will lead
to the development of a variety of ser-
vices. We will use our leading technolo-
gies to provide solutions for network
infrastructure construction and quality
assurance to contribute to a safe, secure,
and prosperous society.

Wider use of cloud services is also
increasing the volume of data transmit-
ted through data centers. This has also
led to higher transmission speeds
between servers and network equipment
advancing to 100Gbps ethernet and
400Gbps ethernet while internal serial
bus interface, such as PCI-E, is likewise
moving to higher speed. Computing
interface is also moving to higher speed
connectors, such as the USB3.1 stan-
dard, which is already being used in
high-end consumer equipment. Anritsu
will use its specialization in ultra-high-

Cloud Service Testing Solutions

speed digital data transfer technology
and its strength of in-house development
and manufacture of the high-speed
devices essential to measuring processes
to also provide solutions to the high-
speed serial bus interface test market.

We will harness the network reshap-
ing and changes in the data center mar-
ket to contribute to realizing faster and
higher quality data connections from the
network infrastructure, which has
become a foundation of modern society,
to private computers.

H Collaboration with

Our U.S. Business
Measurement solutions for network
reshaping require a combination of
mobile technology and optical fiber
technology. Anritsu has accumulated
a diverse range of wireless and wire
communications technologies since
its founding in 1895. Our Service
Infrastructure Solutions Division
specializes in optical communications
technology, wired communications
technology, and ultra-high-speed digi-
tal data transfer technology. We are
also working closely with our U.S.
business division specializing in wireless
technologies, particularly microwave
technologies, combining these tech-
nologies to provide new solutions for
5G/IoT networks.

Cloud service Big data Al
000001010
11001110101Y
0000101010107
111110000
0010010000
1010100101
~101011G

Data Center

M Data center expansion

WAN <« > I B Higher speed
M Larger capacity
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Masumi Niimi

Vice President, PQA Business Group President

Pursuing new challenges in
quality assurance together
with our customers

€ \We want to be the go-to partner
for our clients for safe and secure
monozukuri (production processes)
in every new era. We are pushing
the boundaries of our sophisti-
cated technical abilities and
expertise to advance the endless
possibilities of quality assurance. 37

B The PQA market environment

As our world population grows, nations
will have to work together as an interna-
tional society to realize a sustainable
society capable of reliably providing safe
and secure food and medicines.

The instant communication through
social networks that defines modern
society also brings with it the corporate
risk that a quality accident or product
tampering incident can quickly develop
into an event that threatens a company’s
very existence. For companies producing
food or medicines, the number one pri-
ority for raising corporate value is quality
assurance, fulfilling the promise of being
safe and secure.
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Quality assurance efforts among our
customers have expanded from advanced
to emerging markets. While demand will
vary by region, we anticipate overall
demand for quality inspection systems to
steadily grow by 3%-7% annually.

Japan has strict controls on the safety
and security of food and medicines, and
the increasing shortage of workers in
recent years is accelerating the develop-
ment of automated inspection processes.
Demand in Japan is increasing for auto-
mated inspection systems incorporating
X-ray screening to detect glass, plastic,
or other foreign objects in raw materials,
to detect bones in meat products, and in
the packaging processes to verify a pack-
age is closed properly and to inspect
seals.

X-ray inspection systems are increasing-
ly being used in North America, with
major companies among those incorpo-
rating the systems into their production

PQA Business Growth

Sales (billion yen)

operations. Demand for X-ray inspection
systems is growing particularly strongly
from the meat industry, which uses the
systems to detect bones that were not
taken out in the production processes.

Europe was the first region to imple-
ment quality inspections, and the market
of quality inspection systems is mature.
Demand for quality inspections contin-
ues to be steady in Europe as the region
raises its quality control standards.

In China and ASEAN countries, the ris-
ing standards of living are increasing the
distribution of packaged food products,
which is increasing the need to ensure
food safety. We anticipate growing
demand for quality inspections, particu-
larly from global companies and leading
regional food companies.

M PQA business domain and strengths
The PQA segment’s core business
domain is quality inspections on food
and pharmaceutical production lines to
ensure the quality of products shipped
by our customers.

Our PQA business has evolved and
strengthened since the business started
during Japan’s high growth period in the
1960s. By working closely with custom-
ers to address and overcome challenges,
we have developed expertise enabling us
to fulfill the requirements of society and
keep pace with technological develop-
ments. Our expertise accumulated in
over 50 years is our strength. This exper-
tise is built into our original sensing tech-
nology enabling instant product quality
inspections during high-speed convey-
ance on manufacturing lines and informs
our know-how for catering our systems
to a wide variety of food products and
production conditions.

Operating margin (%)
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M Review of fiscal 2016

Demand for quality inspection systems
continued to be brisk in both Japan and
overseas in fiscal 2016.

The market for inspection systems was
favorable, and sales grew on expanding
market penetration by our newly released
XR75 Series X-ray Inspection System
offering a significant reduction in product
lifespan costs through longer system life-
times and reduced electricity consump-
tion and from successful efforts to fortify
our business structures in the United
States, Europe, China, and other regions
that enabled us to develop new key
accounts.

These initiatives helped generate a 3.7%
year-on-year increase in sales, to ¥19,588
million, and 9.0% year-on-year growth in
operating income, to ¥1,302 million.

M Fulfilling our 2020 VISION and

preparing for profitable growth
The 2020 VISION we set forth in 2014
calls for establishing the PQA segment as
"a world-class quality assurance solution
partner” with total consolidated annual
sales of ¥25 billion, an overseas sales
ratio of 50% or higher, and an operating
margin of 12%.

Example of a Production Line

The PQA segment has earned strong
trust from customers in Japan and is an
industry leader in the domestic market,
but we have only garnered small market
shares overseas, where we are still seek-
ing to gain a foothold. In overseas mar-
kets, particularly in Europe and the United
States, earning customer trust and
expanding our business will require us to
create new customer value that differenti-
ates us from competitors. We also need
to have an operating structure that allows
consistent and high-quality provision of
our quality inspection solutions to key
markets worldwide.

More than providing inspection equip-
ment, we aim to create quality assurance
solutions that support the complete
range of customer quality assurance
activities by engineering quality assur-
ance processes, providing equipment
maintenance and management using
the latest advances in loT and Al, and
proposing production line enhancements
using analysis of quality data.

We will focus on markets where we
anticipate growing needs for quality
assurance in the medium and long terms
and will deepen the dialogue with cus-
tomers to seriously address current issues
in quality assurance.

Relatedly, since potato chips and
other objects are in packages
shaped like pillows, this is called a
"pillow package” and is in wide
use.

We will focus all of our efforts on
resolving issues in ways that surpass the
expectations of our customers while
strengthening our sales channels in
Japan and abroad and filling out our
engineering and maintenance services.

To make concrete progress in these
areas, we will create an organizational
matrix for “comprehensive optimization”
rather than “sectional optimization” and
foster our innovative organizational cul-
ture that concentrates the collective wis-
dom of our whole Company toward
creating value for our customers.

We will also seek to cultivate the staff
needed for the globalization of our oper-
ations and further develop our operating
infrastructure to lay the groundwork for
sustaining growth beyond our 2020
VISION.

Through these initiatives, we aim to
achieve PQA business sales of ¥21.5 bil-
lion and an operating margin of 7% in
fiscal 2017, which we consider to be a
milestone year for our 2020 VISION.

We will continue steadily establishing
Anritsu as a linchpin for creating the cus-
tomer value that society requires and
defining our brand as the preferred
“world-class quality assurance solutions
provider” that can be trusted in any era.

[Crating] u
The manufactured items are inserted into a crate or other shipping containers, and, at
this stage, inspections may also be conducted for weight and presence of contaminants.

= ®
[Packaging] 08%
Placing the

contents in the packages

o [CXCIC]] Various types of wrapped
Automatic electronic weigher = 00 products are inserted into a
pr— 1 Autochecker cardboard container.

Combine things with a range of
weights and allocate within Weigh and apportion to th

a specified range the content of packages is
(Combining weight measurement)  within a specified limit

[Weighing] .

Items are shipped
from the factory '
and go into distri- =
bution channels.

Weight? Contaminants? etc.

o]

The weight inspection is designed to determine whether the items have been
weighed properly and are correctly packaged. At the contaminant inspection
stage, verification of whether there are metal or plastic contents is conducted.
In addition, the production management software “QUICCA" may collabo-
rate in the inspection and weighting stages to monitor production.

s gy ol Autochecker
BN, ol Getector\ Rejector section§
<% -'.5_ﬂ Production management system

Inspection to determine whether the weight of contents is proper. It is used
to determine whether metal objects or other items are included and detect
whether the contents have been broken or some contents are missing.
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