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[Comment by Masao Nakamura, President and CEO] 

For the first six months of the fiscal year ending March 31, 2007, the Company achieved an 

increase in revenues but a decrease in income compared to the same period of last fiscal year: 

operating revenues and operating income were 2,383.4 billion yen (up 0.4% year-on-year) and 516.9 

billion yen (down 7.4% year-on-year), respectively.  Income before income taxes posted a sharper 

decline than that of operating income.  This is mainly because we recorded income of 62 billion 

yen from the sale of Hutchison 3G UK shares in the first half of the previous fiscal year.  Adjusted 

free cash flows* was negative 48.4 billion yen, decreasing 408.6 billion yen from the same period of 

last fiscal year.  This is mainly due to the lower-than-usual corporate tax payments in the previous 

fiscal year owing to the losses incurred from the sale of AT&T Wireless shares, and the increase of 

FOMA-related capital expenditures during this fiscal year. 

 
*For the reconciliation of adjusted cash flows to the most directly comparable financial measure calculated and presented in 

accordance with U.S. GAAP, please see page 42 of our Earnings Release for the Six Months Ended September 30, 2006, which is 

posted on our website at http://www.nttdocomo.co.jp/english/corporate/ir/library/earnings/index.html#fy2006 

 

Operating income for the first half was 516.9 billion yen (down 41.5 billion yen year-on-year), 

which is equal to 63.8% of our full-year forecast.  Operating revenues were 2,383.4 billion yen (up 

9.9 billion yen year-on-year).  Among the revenue items, cellular services revenues grew 26.8 

billion yen from the same period of last fiscal year.  This amount, however, is calculated inclusive 

of the portion of “Nikagetsu Kurikoshi” (2-month carry over) allowances that is expected to expire, 

amounting to 29.3 billion yen. If that portion had been excluded, cellular services revenues would 

have remained almost unchanged from the first half of last fiscal year. 

Operating expenses grew 51.4 billion yen year-on-year. The main factors behind this increase 

include the growth in the percentage of FOMA handsets to total handsets sold and the rise in handset 

equipment costs. 

 

With respect to our operational performance, we acquired 47.5% of the net additional 

subscribers in the market in the first half, meeting our target to acquire at least 45% of the net 

additions for the current fiscal year. 

We successfully maintained our low churn rate, at 0.60% in the second quarter (down 0.21 



points year-on-year). 

The number of FOMA subscribers exceeded 50% of our total cellular subscribers in June, and 

reached 29.1 million, or 56% of the total, as of September 30, 2006, posting an increase of 12.3 

million subscribers in the last 12 months.  Given the favorable pace of subscriber migration, the 

number of FOMA subscribers is expected to grow to 2/3 of our total subscriber base by the end of 

March 2007. 

Our cellular MOU per subscriber for the second quarter decreased 6 minutes year-on-year to 

146 minutes.  The principal factors behind the reduction include users’ migration to less expensive 

billing plans as a result of lifting the subscription restrictions of the “pake-houdai” flat-rate package, 

and the increase of children and elderly users, whose usage is generally lower. 

ARPU for the second quarter was 6,720 yen, down 4.7% from the same period of last fiscal 

year.  ARPU for the first quarter included the 200-yen impact of recognizing the expiring portion of 

“Nikagetsu Kurikoshi” (2-month carry over) allowances as revenue, but the second quarter figure 

does not reflect such impact.  While the downtrend of voice ARPU still continues, the packet 

ARPU posted year-on-year increases in four consecutive quarters since the third quarter of Fiscal 

2005, because users’ bills have been rising after their migration from mova to FOMA. 

 

To explain the principal actions undertaken in the first half, we have focused on the four major 

areas of network, billing plans, handsets/services and after-sales support from a customer-centric 

perspective in order to increase our competitiveness.  We have expanded FOMA’s area coverage to 

a level superior to mova’s, and poured considerable efforts into reinforcing our handset lineup and 

service portfolio.  In the second half, we intend to strengthen our overall competitiveness by 

enhancing the transmission speeds of our network through the use of HSDPA technology, and 

releasing the latest 903i series handsets featuring a wide array of full-spec capabilities. 

As for our full-year forecasts, we revised the operating revenue forecast downwards by 39 

billion yen, because the projected equipment sales revenues were lowered to reflect the 

lower-than-expected sales in the first half.   

Meanwhile, the full-year operating expense forecast was revised downwards by a total of 39 

billion yen, as a result of a 23 billion yen decline in our forecast of revenue-linked expenses owing 

to reduced handset sales, and savings in communication network charges and other non-personnel 

expenses.  Accordingly, our operating income forecast remains unchanged from the initial forecast 

of 810 billion yen. 

 

I will now explain the principal actions planned for the future. 

As part of our efforts to reinforce our core business, we plan to release new models in our 

mainstay 903i series in the second half.  With the goal of offering the most entertaining, useful and 



enjoyable handsets in the market, the 903i series handsets are equipped with state-of-the-art 

capabilities, including enhanced music/games and other entertainment applications, “Osaifu Keitai” 

e-wallet, GPS and other convenient features for everyday life, as well as 3G roaming functions so 

that users can take and use their own handsets abroad. 

In addition, we are planning to introduce two HSDPA-compatible models featuring more 

powerful music and video capabilities and three “one-segment” mobile TV models. 

 

In the area of services, the recently launched music-related services, “Chaku-Uta Full” and 

“Music Channel,” have both made good starts, with each service being subscribed by approximately 

30-40% of compatible handset owners. Furthermore, Japan’s first flat-rate music delivery service 

“Napster” was launched in October, and we intend to add more Napster-compatible models going 

forward. 

We also commenced the i-mode search service in October.  With the newly started search 

function, users are now able to perform searches by choosing their favorite search site from 13 

different options, which we believe will further enhance the convenience of the rich portfolio of 

i-mode official sites.  Going forward, we will study new business models, e.g., advertisements 

linked with the search function, with the goal of boosting our revenues. 

 

The number of our “pake-houdai” flat-rate service subscribers grew sharply after lifting 

subscription restrictions in March, and reached 7.82 million as of September 30.  This represents 

27% of total FOMA subscribers, meaning one out of four FOMA users have already joined the 

flat-rate package. 

 

We have been rolling out FOMA base stations this fiscal year at the fastest pace in our history, 

and we believe we have already achieved coverage superior to that of our second-generation mova 

service.  As we will continuously work to improve our network quality in the second half, we 

decided to revise our capital expenditures forecast upwards by 11 billion yen to a total of 916 billion 

yen.  As for the HSDPA service, we have expanded coverage to major cities nationwide in October, 

with the goal of covering 70% of the populated areas in Japan by the end of March 2007. 

 

As part of our endeavors to create new revenue sources, we launched a new credit service, 

dubbed “DCMX”, in April.  Its subscriber base already exceeds 900,000, and is expected to top the 

1 million-mark in the near future.  The service is used primarily in convenience stores and 

electronics mass retailers for small-amount purchases as we had initially expected. 

The “iD” credit brand has also expanded steadily, with AEON and UC Card starting to support 

mobile payments via “iD”.  Approximately 60,000 payment terminals have already been installed 



at merchants as of September 30, and we plan to increase the number of terminals to 150,000 units 

by the end of this fiscal year.  In total, approximately 350,000 terminals are currently scheduled to 

be installed. 

With respect to common payment terminals that can handle multiple payment schemes, so far, 

it has been decided that the four different e-payment brands of “iD”, “Suica”, “QUICPay” and “Edy” 

will utilize a common infrastructure, and we plan to start its operation from January 2007. 

The uptake of our push information delivery service, “i-channel”, has been growing rapidly 

since its launch.  The combined subscriber base of our “i-channel” and “Tokudane News-bin” 

services topped 6 million at the end of September, and is projected to reach 10 million by the end of 

this fiscal year.  The “i-channel” service provides low data usage customers with the opportunity to 

experience the convenience of cellular phones and contributes to boosting our ARPU. 

Currently, we offer 10 international roaming-enabled handset models.  The percentage of 

customers who take their own handsets abroad to use international roaming services has grown 

sharply in line with the rise in the uptake of roaming-enabled handsets.  With the release of the 3G 

roaming-enabled 903i series this month, we plan to increase the variety of our roaming-enabled 

handsets to over 20 models by the end of this fiscal year. 

Our international service revenues for the first six months grew 36% compared to the same 

period of last fiscal year, and international roaming revenues, in particular, have posted favorable 

growth of 57% year-on-year. 

As part of our ongoing cost-cutting endeavors, we have been working on the development of 

single-chip LSIs.  These LSIs were first implemented on our Raku Raku PHONE III handsets, and 

we will adopt them more widely from the 903i series phones, which will allow us to reduce our 

procurement costs and achieve further miniaturization.  Going forward, we plan to embed the 

HSDPA functions in the LSI and develop a common platform for cellular phones, to further cut the 

procurement costs and shorten the lead time for handset development. 

 

 

[Questions and Answers] 

Q:  What are the reasons for the lower-than-expected handset sales in the first half? 

A:  The number of handsets sold in the first half of this fiscal year was almost comparable to that of 

the first half of last fiscal year, declining only by 80,000 units.  But the figure was slightly 

lower than our expectations, because we initially expected slightly higher sales with the launch 

of Mobile Number Portability just around the corner.  But we do not necessarily consider this a 

negative development, because our churn rate has been declining and the number of net 

additions was in line with our plans. 

 



Q:  The other day, you unveiled 14 new handsets planned for release in the second half.  However, 

the “one-segment” mobile TV model will only be available in six months.  Don’t you think 

some customers might refrain from buying handsets while waiting for new products, if you 

announce them too early? 

A: We are positioning the 903i series as the mainstay product for the second half, and we do not 

think the announcement of the “one-segment” mobile TV models will cause a reluctance to 

purchase among consumers. 

 

Q: Explain the reasons why you did not change your full-year operating income forecast while you 

made a downward revision to your operating revenues forecast in your revised full-year 

prospects? 

A: Our forecast of revenue-linked expenses has been revised downwards by 23 billion yen due to 

reduced handset sales.  We are also expecting to save a total of 16 billion yen in 

communication network charges and other non-personnel expenses.  Accordingly, the full-year 

operating expenses have been revised downwards by a total of 39 billion yen, the same amount 

as the projected decline in operating revenues; thus, our operating income forecast remains 

intact. 

 

Q: There are views that DoCoMo may face severe consequences from the introduction of Mobile 

Number Portability (MNP).  Should you suffer a net monthly loss of subscribers, how do you 

plan to respond? 

A: MNP is a system that will remain in force for a long time.  Therefore, we do not intend to take 

actions based on short-term results, but rather make judgments from a longer-term perspective. 

 

Q: You mentioned that one of the reasons for the decline in income for the first half was the growth 

in the percentage of FOMA handsets to the total handsets sold.  Will the percentage of FOMA 

handsets to total handsets continue to increase in the future, and negatively affect your profits 

next fiscal year and beyond? 

A: FOMA handsets accounted for 63% of total handsets last fiscal year, but the number has grown 

to nearly 90% this fiscal year.  We therefore do not expect a significant increase from the 

current level going forward.  The unit cost of handsets is also coming down.  We believe these 

effects will gradually become visible and lead to a reduction in overall handset costs.  

 

Q: What in your opinion are the largest risk factor(s) for your profits in the future? 

A: The biggest risk, I believe, is that Japanese customers are really particular about cellular phones, 

so we must satisfy them in every aspect, including the quality of our network, handsets, billing 



plans and content, or they may decide to switch carriers, which I think is a common risk for all 

cellular operators.  We must never relax our efforts to constantly deliver the best service to our 

customers. 

 

Q: Mobile devices equipped with Skype, which enable users to make calls via wireless LANs, are 

now becoming available.  How do you think these devices will impact your business and the 

overall cellular industry? 

A: I believe the wide adoption of Skype will first impact the fixed-line industry and then the 

cellular phone business.  We will have to study how to deal with it, keeping an eye on the 

growth of its acceptance by customers and the moves made by telecommunications carriers in 

overseas markets. 

 

Q: Mr. Son, President of Softbank, commented that “Japan’s cellular phone industry is making too 

much profit.”  What is your view on this comment? 

A: Mr. Son seems to have commented that we posted 1 trillion yen in profits, and KDDI 500 billion 

yen, but if I may correct that comment, our operating income for Fiscal 2005 was roughly 800 

billion yen, and that of KDDI was approximately 300 billion yen.  There is an analyst report 

which says “due to the preparation for MNP, the profit margins of Japan’s cellular phone 

operators have continued to fall for the last few years and now have fallen to the lowest level 

among the major industrialized markets,” and we share this view. 

 

Q: What do you think about Softbank’s new billing plans (Gold, Blue and Orange Plans), including 

the way they announced them, and how do you plan to react? 

A: We understand that Softbank prepared two plans, the Blue Plan and Gold Plan, to counter our 

billing plans.  With the Blue Plan, Softbank claims it will always offer a 200-yen discount 

compared to our basic monthly charges, but I do not think this is appropriate because Softbank 

charges 100-yen if customers request phone bills to be sent by postal mail, whereas we do not 

charge any postal charges.  In addition, we give a 100-yen discount to those subscribers who do 

not request postal mailed bills.  Whichever is the case, our service is at least 100 yen cheaper in 

this respect.  

Also, we charge 200 yen for the use of supplementary i-mode e-mail and web browsing services, 

whereas Softbank’s equivalent is set 100 yen higher at 300 yen.  This, combined with the 

difference regarding postal charges, eliminates the price advantage Softbank claims to offer with 

its Blue Plan.   

Furthermore, Softbank’s 200-yen discount over our monthly charge is deducted from the basic 

monthly charge before various other discounts are applied.  Therefore, for customers who are 



using Family Discount and various other discount packages, the actual differential will not be as 

large as 200 yen.  When the above-mentioned factors are all taken into account, we believe the 

Blue Plan in many cases will end up being more expensive compared to our billing plans. 

Softbank announced that a Softbank subscriber can call another Softbank subscriber free of 

charge under their Gold Plan.  However, according to our calculation, in the case of a standard 

DoCoMo user—defined by the distribution of call destinations (number of calls made to another 

DoCoMo subscriber vs. calls made to a non-DoCoMo subscriber), the length of contract and the 

use of discount packages—none of our principal billing plans will become more expensive 

compared to Softbank’s Gold Plan.  As I just explained, Softbank’s two billing plans offer no 

pricing advantages for most of our subscribers, thus we do not see any need to follow its new 

billing plans. 

As for the manner of Softbank’s presentation in newspapers and other advertisements, only the 

“¥0” logo is printed in large font, and the detailed conditions that are applicable to the billing 

plans are written in the margin of the page in very small letters.  This manner of presentation 

could mislead customers. 

Mr. Son also commented that “Japan’s cellular phone charges are the highest in the world,” but I 

am not sure on what grounds this comment was made, because according to a survey on the 

price gaps between Japan and overseas markets published by the Ministry of Internal Affairs and 

Communications, it was concluded that the cellular phone charges here are not more expensive 

as compared to cities like New York, London, Paris and Dusseldorf. 

Furthermore, previously all three mobile carriers charged 120 yen for a three-minute call made 

from a landline telephone to a mobile phone.  DoCoMo subsequently reduced this rate to 70 

yen and au to 80 yen, but Softbank still keeps this rate unchanged at 120 yen.  A reduction 

thereof will entail a significant decline in revenues, but if Softbank is truly committed to cutting 

cellular phone charges, I believe they should first act on this kind of issue. 

 

Q: DoCoMo’s handsets are marketed at slightly higher prices compared to your competitors.  Is 

there a possibility that you will change this policy going forward as a result of market 

competition? 

A: There are criticisms against the current business model, in which carriers subsidize handsets to 

reduce the market price, and we do not necessarily think it is right to maintain this system as is.  

This does not mean, however, that we have to choose one of two options—sell handsets at their 

original cost, or to offer them free of charge.  We would like to study and discuss this matter 

while gradually rectifying the current system.  But right now, it is true that our handsets are 

marketed at slightly higher prices than our competitors’. 

 


