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CSP INC. ANNOUNCES FIRST-QUARTER FISCAL 2009
FINANCIAL RESULTS

BILLERICA, MA, February 3, 2009- CSP Inc. (NASDAQ: CSPI), a provider of IT solutions, systems
integration services and dense cluster computing systems, ttoday reported financial results for the first
guarter of fiscal 2009 ended December 31, 2008.

For the first quarter of fiscal 2009, CSP Inc. sales grew to $24.1 million from $17.9 million in the first
quarter of fiscal 2008. Net income for the first quarter of fiscal 2009 was $380 thousand, or $0.10 per
diluted share, compared with a net loss of $259 thousand, or $0.07 per share, in the first quarter of fis-
cal 2008..

The Company’s cash and short-term investments were $14.2 million as of December 31, 2008 com-
pared with $18.5 million at fiscal year 2008 ended September 30, 2008. The decrease in cash was
primarily the result of the repayment of a loan related to the Company’s R2 acquisition and an increase
in accounts receivable due to greater sales volume in the first quarter. The effect of foreign currency
translation and the repurchase of 72,000 shares of the Company’s stock also contributed to the lower
cash position. After the close of the first quarter, the Company redeemed the balance of its auction rate
securities, which had been classified as short-term investments.

Management Comments on First-Quarter Fiscal 2009

“CSP achieved a 34 percent increase in sales during the first quarter, driven by higher sales at both our
Systems and Service and Systems Integration businesses,” said CSP Chairman and Chief Executive
Officer Alexander R. Lupinetti. “The company also performed well on the bottom line, reporting $380
thousand in net income after recording a net loss a year ago.”

“Our Systems business achieved a significant year-over-year increase in sales and profitability in the
quarter as a result of a $1.4 million royalty payment related to pilot production for the E2D Advanced
Hawkeye intelligence, surveillance and reconnaissance aircraft,” said Lupinetti. “We expect year-over-
year growth for our Systems business in fiscal 2009 and we expect revenues will return to approximately
the levels we reported in the years prior to fiscal 2007, when we recorded an unusually large contract.
In fiscal 2009, we expect to record revenue from royalty payments and follow-on orders as well as com-
pete for new programs.”

--more--



“Each one of our Service and Systems Integration businesses grew sales during the quarter,” said
Lupinetti. “We had a difficult comparison in terms of profitability due to an unusual amount of high-mar-
gin product revenue at our German subsidiary in the first quarter last year. This partially offset some of
the year-over-year bottom-line gains at our Systems business in the quarter.”

“Our German subsidiary continues to see growing demand for its products and services,” said Lupinetti.
“Growing the Lifecycle Management, Archiving and Network Migration professional services practices
has been a key strategy for the German subsidiary and we continue to benefit from 100 percent utiliza-
tion of our professionals. In fiscal 2009, we plan to expand our professional services business as well
as report large installation deals.”

“CSP’s U.S.-based Systems and Solutions Division (SSD), which provides IT infrastructure solutions,
reported an outstanding quarter,” said Lupinetti. “Contributing to this performance was a multi-million
dollar contract with a national mortgage company. SSD results also benefited from a full quarter of sales
from the R2 Technologies acquisition. R2 has enabled us to gain a significant presence in the rapidly
growing, higher-margin Unified Communications market.”

“Our UK subsidiary continues to perform well on both the top and bottom lines, despite negative cur-
rency effects,” said Lupinetti. “During the quarter we capitalized on cross-selling synergies by leverag-
ing R2’s Silver-level Cisco partnership to sell to UK subsidiary customers.

“We entered the fiscal year with caution about the effects that the worldwide economic conditions could
have on our Service and Systems Integration segment,” said Lupinetti. “At this point, the demand
environment continues to look positive for each one of our businesses. We believe we are positioned
well in our markets, especially with the addition of the unified communications segment through R2
Technologies. Going forward, we plan to increase our sales force to leverage success in integration
solutions and expand our technical staff to grow higher margin services.”

About CSP Inc.

Based in Billerica, Massachusetts and founded in 1968, CSP Inc. and its subsidiaries develop and
market best-of-breed IT solutions, systems integration services, and high-performance computer sys-
tems. CSP’s Systems segment includes the MultiComputer Division, which supplies high-performance
Linux cluster systems for a broad array of defense applications, including radar, sonar and surveillance
signal processing. The Company’s MODCOMP, Inc. subsidiary, also part of its Service and Systems
Integration segment founded in 1970, is a leading provider of IT solutions and systems integration ser-
vices for complex IT environments. MODCOMP works with third parties to develop cutting edge solu-
tions in the global IT markets and has offices in the U.S., U.K. and Germany.

More information about CSP is available on the company’s website at www.cspi.com.

To learn more about MODCOMP, Inc., consult www.modcomp.com

Also see the Financial Table, Consolidated statements of operations and Consolidated balance sheet.
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http://www.cspi.com/corporate/news/2009/fy09_q1_table.htm

'‘Safe Harbor Provision' Statement’

The Company wishes to take advantage of the “Safe Harbor” provisions of the Private Securities Litigation Reform Act of 1995 with respect
to statements that may be deemed to be forward-looking under the Act. Such forward-looking statements may include, but are not limited
to, expectations relating to the System business’ revenue run rate in fiscal 2009, expectations that the German subsidiary will again report
large installation deals in fiscal 2009 as well as continue to grow its professional services practices, the positive demand environment for
the Service and Systems Integration segment, expectations that with R2 CSP will gain a significant presence in the rapidly growing higher-
margin Unified Communications market, and the Company’s plans to broaden its offerings into new growth markets, increase its sales
force to leverage success in integration solutions and expand its technical staff to grow higher margin services. The Company cautions
that numerous factors could cause actual results to differ materially from forward-looking statements made by the Company. Such risks
include general economic conditions, market factors, competitive factors and pricing pressures, and others described in the Company's
filings with the SEC. Please refer to the section on forward-looking statements included in the Company's filings with the Securities and
Exchange Commission.
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