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Accounting for roughly 50% of our T&M Business, the mobile T&M
Business continues to drive the Anritsu's performance. The growth drivers
are development demand for LTE, development and manufacturing
applications market for smartphone, and maintenance investment such as
frequency realignment and improving the connection quality of wireless
networks.
Meanwhile, major changes and differences in investment trends and
investment scale have appeared in different markets and among different
customer groups.
As in FY2012, major activity was seen in the markets for LTE
development applications, handset development, and manufacturing in
North America and Asia. In contrast, smartphone vendors and operators
in the Japanese market both greatly reduced their capital investment
compared with the corresponding period of the previous year.
The performance of the Industrial Automation business was strong,
especially in Japan and North America.
In our other businesses, Information and Communications Business
remained unchanged from the previous year, due to the large impact of
public-sector investment budgets execution schedule on this business.
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Order intake has increased 5% of 25.3 billion yen and Revenue increased
4% of 22.4 billion yen, compared to the same period of the previous fiscal
year (year on year). Operating profit decreased 38% year on year, to 2.5
billion yen. This was due to increased costs relating to enhancements to
our organization to support international customers, and increased
procurement costs by our international group resulting from the correction
of the excessively strong yen (weakening yen). Our Profit before tax was
2.7 billion yen, with foreign exchange gain due to the weak yen exceeding
finance costs. Quarterly profit decreased 36% year on year, to 1.6 billion
yen. Exchange differences on translation recorded 1.0 billion yen in profit.
As a result, Comprehensive income increased 62% year on year, to 2.7
billion yen.
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Orders for the T&M business in Q1 grew by 4% year on year, to 19.6
billion yen.
Orders for the Industrial Automation business in Q1 grew by 21% year on
year, to 4.0 billion yen. Accordingly the whole group grew by 5% year on
year, to 25.3 billion yen.
In Q1, the amount of orders accepted by the T&M Business grew year on
year. Anritsu's strong markets in North America and Asia covered for the
drop in orders accepted in Japan. The trends in accepted orders by
market varied greatly compared to FY2012 Q1, in part due to the active
capital investment at the time in the mobile field in Japan.
There was strong demand in the Industrial Automation business by large
food producers in Japan, who sought to upgrade and refresh equipment.
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T&M business achieved 17.8 billion yen in Revenue, up by 5% year on
year, 2.7billion yen in Operating profit and 15.2% of Operating profit to
revenue ratio.
The Operating profit to revenue ratio of 15.2% in the T&M business was
due to the fact that although the correction of the excessively strong yen
(weakening yen) was one factor in increased profits, we increased our
numbers of local hires and expenses to support customers outside Japan,
and these costs surpassed the effect of weakening yen. These strategic
investments are an up-front investment.
Revenue and Operating profit were about the same as the previous year
in both the Industrial Automation business and Other businesses.
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Quarterly operating profit margin vary depending on such factors as the
market mix, business mix, product mix, and seasonal fluctuations.
Revenue for FY2013 Q1 account for 22% of the total for FY2013, and
Operating profit accounts for 15% of the total.
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In FY2012, Japanese market accounted for 37% of annual Revenue
worldwide. Its share of overall Revenue fell greatly from 39% in FY2012
Q1 to 22% in FY2013 Q1. Revenue in the Japanese market fell 42% year
on year.
This was due to moves by the major players in Japan to reorganize their
businesses, downsize their smartphone development teams, and hold
back on capital investment in manufacturing lines. Meanwhile,
development demand relating to LTE continued to grow strongly in the
Americas. The Asian market grew from the previous year, due to such
factors as activity in both LTE development applications and the
smartphone-manufacturing market.
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Cash flow from operating activities was 4.4 billion yen. Part of this was
due to seasonal factors (Q1 falling in the new fiscal year period); part was
due to advance collection of trade receivables; and part was due to the
increase in Profit before tax. The Operating cash flow margin was 19.5%.
The 0.8 billion-yen investment in the construction of a new plant in the city
of Koriyama, in Japan’s Fukushima prefecture, accounted for the major
part of the 1.3 billion yen of Cash flow from investment activities spent on
capital investment. The new plant began operation in the beginning of July
2013.
As a result, the free cash flow amounted to 2.9 billion yen.
The payment of 1.8 billion yen in dividends accounted for the major part of
the 2.0 billion yen in funding within the Cash flow from financial activities.
The dividend paid was a year-end dividend for the previous fiscal year of
12.50 yen per share.
Consequently, the balance of Cash and cash equivalents at the end of the
period grew by 1.5 billion yen from the beginning of the fiscal year, to 39.1
billion yen.
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The outlook for FY2013 has not changed since the plan that was published on April
25.
As described below, although some factors are currently different from the
assumptions when the plan was drawn up, the entire Anritsu organization is
committed to achieving the targets in the initial yearly plan.
The mobile T&M Business is a performance driver for the Anritsu Group. The macro
trends in this business have not changed substantially. However, there have been
major changes in external factors—particularly, in the competitive rankings of our
customers, and in their attitudes toward investment. Investment in LTE development
and popularization is expected to continue to grow. In particular, a TDD-LTE service
is expected to launch in China this fiscal year. While the growth of the higher-priced
high-end smartphone market is slowing in the Americas, Japan, Europe, and
elsewhere, the market for mid and low-priced smartphones is growing rapidly in
China, India, and the emerging economies. While some markets are growing, the
situation is difficult for the Japanese market, with greater than expected cutbacks on
investment and media reports of business reorganizations.
Thus although this is a growth market, the market and customer trends are changing
at a dizzying pace. Changes in the external environment are both a risk and an
opportunity for Anritsu’s business. Anritsu will turn this business risk into growth
opportunities by responding to such market changes swiftly and accurately, and
executing appropriate strategies and investments.
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The following slides outline the latest trends in the LTE development
market. We hope that they will help you understand the growth drivers of
the T&M business.
We appreciate the support and cooperation of all our shareholders and
investors in the year to come. This concludes our Q1 business report for
the fiscal year ending March 2014.
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