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1. Financial Highlights for Six Months Ended June 30, 2017
(1) Consolidated Results of Operations

(Note)    At the end of the fiscal year ended December 31, 2016, the Company finalized a provisional accounting 
  treatment related to the business combination. The impact of the finalization of the provisional 
  accounting treatment has been reflected in the second quarter consoldiated financial statements for the 
  fiscal year ended June 30, 2016.

Report of Earning Results (Consolidated)
for the Second Quarter of the Fiscal Year 

Ending December 31, 2017

Company : Trend Micro Incorporated Tokyo Stock Exchange 1st Section
Code : 4704  Location :  Tokyo
URL : http://www.trendmicro.co.jp/
Representative: Title Representative Director

Name Eva Chen
Contact: Title Representative Director

Name Mahendra Negi
TEL +81-3-5334-3600

Expected date of the submission of quarterly security reports ( Shihanki Hokokusho ) 
: August 10, 2017

Net Sales Operating Income Ordinary Income Net Income Attributable 
to Owners of the Parent

Million yen % Million yen % Million yen % Million yen %
Six Months Ended

        June 30, 2017 70,639 12.7 16,286 1.9 15,772 6.7 11,375 3.0

Six Months Ended
  June 30, 2016 62,667 3.3 15,987 3.2 14,784 (10.8) 11,043 5.7

(Note) Comprehensive Income:  10,754million yen   % as of June 30, 2017
(410million yen minus % as of June 30, 2016)

Net income per share
(basic)

Net income per share
(diluted)

Yen Yen
Six Months Ended

        June 30, 2017 82.88 82.21

Six Months Ended
  June 30, 2016 80.60 80.11

(2) Consolidated Financial Position

Total assets Net assets Equity ratio

As of Million yen Million yen %

June 30, 2017 309,335 159,316 51.0

December 31, 2016 308,537 166,471 53.4

(Note) Net assets after deduction of Share acquisition rights and Minority interest 
: 157,742 million yen as of June 30, 2017 (164,861 million yen as of December 31, 2016)



2. Dividend of Surplus

3. Forecasts of consolidated financial results for FY 2017
(January 1, 2017 through December 31, 2017)

(Note)  For the forecast of FY 2017, please refer to next page.

4. Others

(4) Number of shares issued (common shares)

 Number of shares issued (including treasury stocks):

 Number of treasury stocks :

 Average number of shares outstanding :

* Statement relating to the status of the quarterly review procedures

This  quarterly  report  is  not  subject  to  the quarterly  review procedures,  which are based on the Financial  Instruments  and

Exchange Law. The review procedures for quarterly consolidated accounts have not finished at the point of the announcement

of the quarterly financial results.

* Explanation for the proper use of projection and other notes

Any forward-looking statement in this report including results forecasts, are based on certain assumptions that were deemed

rational as well as information currently available to the Company. However, various factors could cause actual results to differ

materially. Please refer to (3) Qualitative Information on the Consolidated Earnings Forecast on page 3 of the attachment for

conditions serving as assumptions for results forecasts.

Cash dividends per share

As of The first 
quarter end

The second 
quarter end

The third 
quarter end

Annual end Total

Yen Yen Yen Yen Yen

December 31, 2016 0.0 141.0 141.0

December 31, 2017 0.0

Projection for FY 2017

(Note) Revision of the projection of dividend for the Second quarter of FY 2017 : No
(Note) The dividend projection for FY2017 annual end has not been determined yet.

(1) Change in the basis of consolidation and application of equity method : No

(2) Application of simplified or specified accounting procedures : Yes

(3) Changes in accounting principles, accounting estimates and restatements

 Changes under the revision of Accounting Standards : No

 Changes in Accounting Principles other than : No

 Changes in Accounting Estimates : No

 Restatements : No

140,293,004 shares as of June 30, 2017

140,293,004 shares as of December 31, 2016

2,815,974 shares as of June 30, 2017

3,150,874 shares as of December 31, 2016

137,253,612 shares     six months ended June 30, 2017

137,024,528 shares     six months ended June 30, 2016



Forecasts of consolidated financial results for FY 2017

Net sales Operating income Ordinary income
Net income 

attributable to owners 
of the parent

Net income
per share

FY2017 
(January 1, 2017

through December
31, 2017)

Million yen % Million yen % Million yen % Million yen % Yen

147,300 11.6 37,500 9.1 37,700 7.3 24,600 (0.2) 179.38
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1 Qualitative Information and Financial Statements
(1) Qualitative Information on the Consolidated Business Results

At the end of the previous fiscal year, the Company decided on a provisional accounting treatment related to the business combination

of TippingPoint business. Consolidated results for the first half of the previous fiscal year have been revised to reflect a significant

change  in  the  initial  distribution  of  the  acquisition  cost  of  TippingPoint.  For  details,  please  refer  to  3.  CONSOLIDATED

FINANCIAL STATEMENTS (4) Footnotes on Consolidated Financial Statements.

 (Unit: Million yen)

During this term of fiscal year 2017, from January 1 to June 30, the world economy has been in a recovery trend in both Europe

economy, which dominated by Euro zone with a variety of healthy economic indices, and emerging economies, mainly China which

was better than expected.  On the other hand, though the US economy has been showing moderate growth, there are some risks

associated with the indication of implementation of protectionist policy.  The world economy has been still going through over variety

of risk concerns mentioned above.

Though Japan economy has been on a moderate recovery trend continuously with improved corporate profits and a variety of healthy

economic indices, it has still going through over concerns such as world economic risks and growing geopolitical risks.

In the worldwide Information Technology Industry, corporates interest in cloud computing and big data have been increasing in IT

industry market as well as new fields including IoT Internet of Things and AI (Artificial Intelligence), etc.  Both worldwide and

domestic PC shipments remained underrun with decrease in user demands and price rise impacts due to component shortage.  In spite

of such background, some regions and venders downturn rate in PC shipping has shrunk from the same period in prior year.

In the computer security industry, cyber terrorism who targets specific companies or state institution, etc.,  identity theft in both

business client information and personal private information, and ransomware have been hot topic in this field continuously.  All of

them have remained to be reported as high-visibility incidents all over the world.

Under such environment, our group business conditions are as follows:

With regards to sales in Japan region, cloud related business showed strong growth and APT (Advanced Persistent Threat) related

business has also maintained its growth continuously in enterprise business sales.  Consumer business has kept its sales slight increase

mainly due to renewal business growth.  As a result, net sales for this period in Japan region amounted to 28,958 million yen (8.4%

increase from the same period in the previous year.)

For North America region, despite of continuation of trend with decrease in number of users in consumer business sales, enterprise

business sales have showed surplus growth mainly due to the contribution of TippingPoint business.  As a result, sales for this period

in North America region was 19,615 million yen (24.9% increase from the same period in previous year.) with a double-digit growth

rate.

In Europe region sales, in spite of the strong yen impact, enterprise business sales have been leading this region's sales mainly due to

cloud related business growth.  As the result, net sales in this region were 11,351 million yen (4.6% increases from the same period in

previous year).

Net Sales

The First Half
of

FY2017

The First Half
of

FY2016
Rate of Change

Japan 28,958 26,716 8.4%

North America Reg. 19,615 15,700 24.9%

Europe Reg. 11,351 10,854 4.6%

Asia Pacific Reg. 8,600 7,795 10.3%

Latin America Reg. 2,112 1,600 32.0%

Total 70,639 62,667 12.7%
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In the Asia Pacific region sales, with the growth of both APT related business and cloud related business as well as traditional typed

security products sales achieved a great expansion to lead the sales in this region.  As a result, net sales for this period in Asia Pacific

region amounted to 8,600 million yen (10.3% increase from the same period in the previous year) with a double-digit growth rate.

In the Latin America region sales, especially APT related business showed large growth.  Accordingly, traditional typed security

products sales showed growth.  From this fact, enterprise business sales have been leading this region's sales.  As the result, net sales

in this region were 2,112 million yen (32.0% increases from the same period in previous year) with a double-digit growth rate.

As a result, the consolidated net sales for the first half of fiscal year 2017 marked 70,639 million yen (12.7% increase from the same

period in previous year.) showing revenue growth in all region.

Cost of sales and operating expenses totaled 54,352 million yen (16.4% increase from the same period in previous year) mainly due to

increase in both people costs and stock option related expenses especially stock-based remuneration with stock price movement.  As a

result, consolidated operating income for this period was 16,286 million yen (1.9% increase from the same period in previous year).

The consolidated ordinary income for this period was 15,772 million yen (6.7% increase from the same period in previous year)

mainly due to decrease in foreign exchange loss, etc. and the net income attributable to owners of the parent for this period was

11,375 million yen (3.0% increase from the same period in previous year) without gain on sale of affiliated company securities

recorded in the same period in previous year.

(2) Qualitative Information on the Consolidated Financial Positions

Cash and bank deposits at the end of this period amounted to 74,785 million yen, a decrease of 9,724 million yen from FY2016

annual closing.  Total assets at the end of this period were 309,335 million yen, 798 million yen increase from FY2016 annual closing

due to a substantial increase in marketable securities and investment securities, etc.

Total liabilities at the end of this period were 150,019 million yen, 7,953 million yen increase from FY2016 annual closing due to a

substantial increase in deferred revenue, etc.

As a result, total net assets at the end of this period were 159,316 million yen, a decrease of 7,155 million yen.  This decrease is due to

the dividends paid, etc.

(3) Qualitative Information on the Consolidated Earnings Forecast

As of now, we do not revise our consolidated forecast results for the full fiscal year ending December 31, 2017 (released on February

16, 2017).

Annual business forecast for FY2017 (January 1, 2017 – December 31, 2017)

In development of the business forecasts, the premise of an exchange rate for the Annual forecast of FY2017 (January 1, 2017 –

December 31, 2017) are as follows:

Consolidated net sales  147,300 million yen

Consolidated operating income 37,500 million yen

Consolidated ordinary income 37,700 million yen

Net income attributable to owners of the parent 24,600 million yen

1 US $ 110 yen

1 Euro 120 yen

3



2. Others
(1) Movement of significant subsidiaries

N/A

(2) Application of simplified or special accounting procedures

(Calculation of income tax expenses)

We multiplied net income before tax for this period (6 months) by effective tax rate, which is rationally calculated based on

projected annual profit and its taxes taking into consideration of deferred tax accounting. In addition, deferred tax expense is

included in income taxes.

(3) Additional information

(Adoption of the Implementation Guidance on Recoverability of Deferred Tax Assets)

The Company has adopted "Implementation Guidance on Recoverability of Deferred Tax Assets" (Guideline of Financial

Accounting Standard of Japan, March 28, 2016)  from the first quarter of the current fiscal year.
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3. CONSOLIDATED FINANCIAL STATEMENTS
(1) Consolidated Balance Sheets

(Million yen)
Account December 31, 2016 June 30, 2017

(Assets)
Current assets

Cash and bank deposits 84,509 74,785
Notes and Accounts receivable, trade 35,845 32,897
Marketable securities 50,154 58,846
Inventories 1,711 3,743
Deferred tax assets 15,359 15,732
Others 7,744 8,764
Allowance for bad debt (293) (276)

Total current assets 195,031 194,493
Non-current assets

Property and equipment
(1) Office furniture & equipment 4,076 4,261
(2) Others 2,475 3,439
Total property and equipment 6,551 7,700

Intangibles
(1) Software 9,161 10,119
(2) Goodwill 18,356 15,575
(3) Others 15,019 13,774

Total intangibles 42,537 39,470
Investments and other non-current assets 

(1) Investment securities 48,589 51,973
(2) Investments in subsidiaries and affiliates 2,136 2,165
(3) Deferred tax assets 12,161 12,026
(4) Others 1,529 1,505

Total investments and other non-current assets 64,416 67,671

Total non-current assets 113,506 114,842
Total assets 308,537 309,335
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(Million yen)
Account December 31, 2016 June 30, 2017

(Liabilities)
Current liabilities

Accounts payable and Notes payable, trade 893 2,540
Notes and Accounts payable, other 5,301 7,074
Accrued expenses 5,368 5,043
Accrued income and other taxes 3,649 3,492
Allowance for bonuses 3,557 2,613
Allowance for sales returns 742 1,011
Deferred revenue 76,326 79,992
Others 5,853 4,713

 Total current liabilities 101,694 106,481
Non-current liabilities

Deferred revenue 34,071 35,979
Net defined benefit liability 4,657 4,781
Others 1,642 2,777

Total non-current liabilities 40,371 43,537
Total liabilities 142,065 150,019

(Net assets)
Shareholders' equity

Common stock 18,386 18,386
Additional paid-in capital 22,581 22,954
Retained earnings 134,448 126,479
Treasury stock, at cost (10,335) (9,236)

Total shareholders' equity 165,081 158,583
Accumulated other comprehensive income

Net unrealized gain (loss) on debt
and equity securities (211) (121)

Foreign currency translation adjustments 688 (89)
Remeasurements of defined benefit plans (696) (629)

Total accumulated other 
comprehensive income (219) (840)

Stock acquisition rights 1,605 1,568
Non-controlling interests 4 5

Total net assets 166,471 159,316
Total liabilities and net assets 308,537 309,335
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(2) Consolidated Statements of Income and Consolidated Statements of Comprehensive Income

Consolidated Statements of Income
(Million yen)

Six months ended
 June 30, 2016

Six months ended
 June 30, 2017

 Net sales 62,667 70,639
 Cost of sales 10,838 13,395

Gross profit 51,829 57,243
Operating expenses 35,841 40,957

Operating income 15,987 16,286
Non-operating income

Interest income 623 542
Gain on sale of marketable securities 133 72
Equity in gains of affiliated companies 90 153
Gain on valuation of derivatives 670 151
Other income 123 143

Total non-operating income 1,640 1,062
Non-operating expenses

Interest expenses 4 3
Loss on sales of marketable securities 161
Loss on disposal of fixed assets 226 45
Foreign exchange losses 2,382 1,487
Other expenses 68 40

Total non-operating expenses 2,843 1,576
Ordinary income 14,784 15,772

Extraordinary gain
Gain on reversal of stock options 1
Gain on sale of affiliated company securities 554

Total extraordinary gain 555
Net income before taxes 15,339 15,772

Income taxes 4,295 4,396
Net income 11,044 11,376
Net income attributable to non-controlliong interests 0 0
Net income attributable to owners of the parent 11,043 11,375
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Consolidated Statements of Comprehensive Income
(Million yen)

Six months ended
 June 30, 2016

Six months ended
 June 30, 2017

Net income 11,044 11,376
Other comprehensive income

Valuation difference on available-for-sale securities (695) 90
Foreign currency translation adjustment (10,595) (654)
Remeasurement of defined benefit plans 93 66
Share of other comprehensive income of associates
accounted for using equity method (256) (123)

Total other comprehensive income (11,455) (621)
Comprehensive income (410) 10,754

Comprehensive income attributable to
owners of the parent (410) 10,754

Comprehensive income attributable to
non-controlling interests (0) 0
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(3) Consolidated Statements of Cash Flows
(Million yen)

Account Six months ended
 June 30, 2016

Six months ended
 June 30, 2017

Cash flows from operating activities:
Net income before taxes 15,339 15,772

Depreciation and amortization 3,531 4,281
Stock compensations 279 256
Gain on reversal of stock option (1)
Amortization of goodwill 1,529 2,146
Increase (decrease) in allowance for bad debts 8 (13)
Increase (decrease) in allowance for sales returns 191 270
Increase (decrease) in net defined benefit liability 95 119
Interest income (623) (542)
Interest expenses 4 3
Equity in earnings of affiliated companies (90) (153)
Loss on disposal of fixed assets 226 45
(Gain) loss on valuation of derivatives (670) (151)
(Gain) loss on sales of affiliated company securities (554)
(Gain) loss on sales of marketable securities 27 (72)
(Increase) decrease in notes and accounts receivable 597 2,756
(Increase) decrease in inventories (355) (2,067)
Increase (decrease) in notes and accounts payable 162 1,639
Increase (decrease) in accounts payable, other

& accrued expenses 617 (76)

Increase (decrease) in deferred revenue 5,051 5,787
Virtual share bonus plan (2,379) 282
Others (2,375) (2,173)

Subtotal 20,614 28,111
Proceeds from interest and dividend received 1,142 818
Payment for interest expenses (4) (3)
Payment for income tax (6,968) (5,459)

Net cash provided by operating activities 14,784 23,466
Cash flows from investing activities:

(Payments for)/Proceeds from time deposits 250 (1,755)
Payments for purchases of marketable securities 
  and securities investments (4,879) (27,939)

Proceeds from sales or redemptions of marketable 
 securities and securities investments 44,308 21,252

Payments for purchases of property and equipment (1,318) (2,736)
Payments for purchases of other intangibles (2,739) (3,215)
Payments for business acquisition (28,808)
Proceeds from sale of affiliated company securities 528

Net cash used in/provided by investing activities 7,341 (14,394)
Cash flows from financing activities:

Payment for purchase of treasury stock (0)
Receipt from disposal of treasury stock 934 1,178
Dividends paid (14,491) (18,677)

Net cash used in financing activities (13,557) (17,499)
Effect of exchange rate changes on cash and cash equivalents (5,039) (1,078)
Net increase (decrease) in cash and cash equivalents 3,529 (9,505)
Cash and cash equivalents at beginning of period 70,678 102,375
Cash and cash equivalents at end of period 74,207 92,870
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(4) Footnotes on Consolidated Financial Statements

(Footnote on going concern)

N/A

(Notes on significant changes in stockholders' equity)

N/A

(Segment information)

Information on sales, profit/loss by reporting segments

 For the previous fiscal year (from January 1, 2016 to June 30, 2016)

1. Information on net sales and profits by reporting segment
(Million Yen)

(Note)

1 The classification of the geographical segment is based on geographic proximity.

2 Major countries other than Japan:

3 Consolidation Adjustment in segment income 314M comes from the elimination between segments transaction.

4 Total amount of segment income is adjusted to operating income in consolidated statement of income.

5  Regarding TippingPoint business combination in the first quarter of the previous fiscal year, the provisional accounting treatment 

 was tentatively applied, as the allocation of acquisition costs had not yet been completed. However, the Company finalized the 

 allocation of the acquisition costs at the end of previous fiscal year, and consolidated results for the second quarter of the previous 

  fiscal year have been revised to reflect it. 

2. Information on fixed assets, impairment losses and goodwill by reporting segment

(Significant change in the amount of goodwill)

 The amount of goodwill that occurred from the business combination of TippingPoint in the previous first quarter period was 

 calculated tentatively because the allocation of acquisition cost had not been completed. At the end of the previous fiscal  year, 

 however, the allocation was completed and the provisional accounting treatment was finalized. As a result of it, the amount of 

  goodwill has been modified. For the details, see "3. CONSOLIDATED FINANCIAL STATEMENTS (Business mergers, etc)".

Japan North
America Europe Asia

Pacific
Latin

America Total Adj
(*)3

Amt in
Con P&L

(*)4

Sales

(1) Net sales to
external customers 26,716 15,700 10,854 7,795 1,600 62,667 62,667

(2) Intercompany sales 0 1,569 1,009 10,701 8 13,288 (13,288)

Total 26,716 17,269 11,863 18,497 1,608 75,956 (13,288) 62,667

Segment income 7,863 2,626 1,969 2,696 517 15,673 314 15,987

North America U.S.A., Canada

Europe Ireland, Germany, Italy, France, UK

Asia Pacific Taiwan, Korea, Australia, China, The Philippines, Singapore, Malaysia, Thailand, India, UAE

Latin America Brazil, Mexico
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 For the current fiscal year (from January 1, 2017 to June 30, 2017)

1. Information on net sales and profits by reporting segment
(Million Yen)

(Note)

1 The classification of the geographical segment is based on geographic proximity.

2 Major countries other than Japan:

3 Consolidation Adjustment in segment income 80M comes from the elimination between segments transaction.

4 Total amount of segment income is adjusted to operating income in consolidated statement of income.

2. Information regarding changes in reporting segments

As a result of reviewing the internal managament system, classification of reporting segments of some consolidated

 subsidiaries has been changed from the previous fiscal year end.

  The segment information for the previous second quarter period is published based on the classification mentioned above.

(Business mergers, etc.)

  Significant change in the original allocation of the acquisition cost included in comparative data

 In its consolidated accounts for the second quarter of the previous fiscal year, the Company used a provisional accounting

 treatment to account for the business combination of TippingPoint business conducted on March 8, 2016. However, it was

  determined at the end of the previous fiscal year.

 In line with this final determination, the comparative data in the consolidated financial statements for the second quarter of

  the fiscal year under review reflect a significant change in the original allocation of the acquisition cost of TippingPoint 

 business.  The main change was the allocation of JPY11,793 million in customer lists accounted for as intangible fixed assets. 

 As a result, the provisional calculation of goodwill related to the TippingPoint business acquisition of JPY 31,743 million was

  reduced by JPY 10,337million to JPY 21,406 million. In addition, JPY 5,076 million was  allocated to deferred revenue.

  Owing to the increase in net revenue, reducation in the amount of goodwill and an increase in amortizatino of intangible

 fixed assets, the consolidated statement of income for the second quarter of the previous fiscal year has been adjusted as follows; 

 operating income, ordinary income, and net income before taxes were each increased by JPY 1,881 million, net income and profit

 attributable to owners of parent were each increased by JPY 2,431 million. 

Japan North
America Europe Asia

Pacific
Latin

America Total Adj
(*)3

Amt in
Con P&L

(*)4

Sales

(1) Net sales to
external customers 28,958 19,615 11,351 8,600 2,112 70,639 70,639

(2) Intercompany sales 94 2,582 2,510 11,311 107 16,605 (16,605)

Total 29,052 22,198 13,862 19,912 2,219 87,244 (16,605) 70,639

Segment income 8,652 3,061 2,416 1,490 584 16,205 80 16,286

North America U.S.A., Canada

Europe Ireland, Germany, Italy, France, UK

Asia Pacific Taiwan, Korea, Australia, China, The Philippines, Singapore, Malaysia, Thailand, India, UAE, Egypt

Latin America Brazil, Mexico

11




