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[Q1-1]
Regarding investments for future growth, to what extent were they implemented in the first half of the
year, and to what extent are they planned for the second half? IT expenses are listed in the briefing

materials, but I’d like to know about the other costs.

[A1-1]

With regard to growth investments, we are primarily anticipating investments in IT and R&D.
Although we plan to invest over ¥2 billion annually in research and development, some of the spending
originally scheduled for the first half of the year has been slightly pushed back to the second half, so
we expect to concentrate our spending in the second half. These costs are aimed at future growth, and
at this point, we intend to proceed as planned. If any of those investments are pushed back to next year
or later, that will serve as a factor contributing to an improvement in net income for the current fiscal

year.

[Q1-2]

Does that include personnel expenses?



[A1-2]
We are primarily anticipating costs related to PoC and PoB, as well as investments in the additional

development of our proprietary software.

[Q1-3]
IT investment increased by ¥200 million in the first half of the fiscal year. By how much is it expected

to increase for the full fiscal year?

[A1-3]

We expect an increase of about ¥1 billion compared with last year.

[Q1-4]
Have you secured the necessary quantities of goods such as PCs and servers, including those that will
be needed in the second half of the fiscal year? In addition, are costs expected to rise in the second

half compared with the first half?

[A1-4]

I have heard that our parent company is handling Canon products appropriately and that we have been
able to secure the necessary quantities of products. However, costs have been rising, and at 10:00 a.m.
today, we announced price revisions for our office imaging products and related consumables on our
website. The revised prices will take effect from September 1. We will continue with our basic
approach of providing customers with well-targeted proposals to gain their understanding regarding
price revisions. We procure off-the-shelf PCs whenever possible, and we have a clear plan for
procurement throughout the year. Although this does not have a significant impact on our plans, we
have seen inflationary trends across various products. The key is how quickly we can pass on these

price increases, and our plans have factored in risks such as these.

[QI1-5]
Looking at the first half of the year, to what extent has growth been seen in security solutions such as

anti-ransomware software?

[A1-5]

Progress is generally in line with our plans, and we recorded double-digit growth in the first half of
the year. We are working to expand our security-related services in both the Enterprise and Area
segments, and we believe we will be able to maintain growth through the second half of the fiscal year

and beyond.



[Q2-1]

Regarding results in the Enterprise segment, you explained that there was an unprofitable system
integration project for the distribution sector. There was a case in the past where you attempted to
develop business for the distribution sector which turned out to be unprofitable. How is the situation

this time? Please provide more details.

[A2-1]

Thank you for your concern. This is a project for the same client as last time. Although our
understanding was that the issues had been resolved, a new misunderstanding arose with the customer,
resulting in the recording of additional costs. The system is scheduled to go live at the end of next
year, and since our personnel are currently working to finalize preparations, we expect to continue

coordinating with the customer until then.

[Q2-2]
Excluding unprofitable projects, I would like to ask about ITS, with a focus on system integration.
Given the rising costs of memory and other components, what is the current stance of your customers,

particularly large enterprises and SMEs, with respect to investment?

[A2-2]
Orders received are also on the rise, and we have not received any reports from the field indicating
that customers are pulling back on investments. Our understanding is that customers are proactively

working to boost productivity with the use of IT in response to labor shortages and rising costs.

[Q2-3]

Have you seen similar trends in the Enterprise and Area segments?

[A2-3]

At this point, our understanding is that both of those segments are showing similar trends.

[Q2-4]

I’d like to ask about the Consumer segment. I think the results for the second quarter were good, but
I believe they were a combination of one-off factors, such as rush demand for IJP cartridges and
memory, and products that have consistently performed strongly, such as compact cameras. To what
extent did these one-off factors have positive effects on your results in the second quarter? Please offer

insight to any extent possible.



[A2-4]
While we cannot provide specific figures, compact cameras contributed the most to both sales and
profits.
On the other hand, our understanding is that the increase from rush demand for 1JP cartridges and
memory was less than a month’s worth. While we do not expect the impact on July and August to be

significant, June contributed to sales growth, and the operating profit margin reached a very high level.

[Q2-5]
Is it reasonable to assume that the strong performance of the camera business is not just a temporary

phenomenon, but is likely to continue into the second half of the fiscal year and beyond?

[A2-5]

Your understanding is correct.

[Q3-1]
Regarding page 11 of the briefing materials, operating income margin in the “Area Segment” has
declined. While a decline in PC sales is expected to improve the product mix, what factors are causing

margins to deteriorate to a degree that outweighs this improvement?

[A3-1]

Please consider the combined results for the first and second quarters. In addition to the fact that our
SME customers were slightly behind large corporations in implementing security solutions, due to the
need to comply with the government's security measures evaluation system for supply chain
reinforcement and the large-scale damage caused by ransomware incidents last year, we believe
security-related demand surged in the first quarter. Therefore, please understand that products and
services with high profit margins were concentrated in the first quarter. Although PC sales (company-
wide) declined by approximately ¥2 billion year over year in both the first and second quarters, Canon
System & Support operates a direct sales model and does not sell PCs as standalone products, but
rather provides them bundled with additional services. Although Canon System & Support's second-
quarter sales decreased by about ¥3 billion compared with the first quarter, its gross profit margin
improved. On the other hand, the wage increase implemented in April as an investment in the future
had a negative impact on profits. Looking at the cumulative results for the first six months, we have
achieved steady performance, and we have received reports from the field indicating that operations
are proceeding in a positive manner. We believe that if we can expand sales in the second half of the

fiscal year, we will be able to achieve strong financial results along with improved profit margins.



[Q3-2]
While progress in the first half was largely in line with your plans, what were the reasons behind the

upward revision of the earnings forecast in the second quarter?

[A3-2]

(The part that was largely in line with plans was the second quarter, not the first half.)

Although first-quarter results exceeded expectations, only three months had passed since the start of
the fiscal year at that time, and it was not yet clear to what extent risk factors such as the situation in
the Middle East and soaring memory prices would have an impact. In addition, we had not fully
grasped the fact that some orders had been brought forward slightly in the first quarter. For that reason,
we did not revise our forecast upward as of the first quarter. However, given that the risks we had
anticipated at the end of the second quarter have materialized and that we were able to address them,
we have revised our forecast upward, primarily to reflect the better-than-expected results in the first
quarter. To address the question of why we project that sales will not increase even though profits will,
we concluded that, given the possibility that demand could decline as various costs continue to rise,

we should focus on ensuring that our planned sales targets are achieved.

[Q3-3]

I’d like to ask about the risk of a decline in demand. According to the explanation you gave earlier,
you do not anticipate a decline in demand or supply disruptions serious enough to materially impact
your plans, and it appears that you will be able to secure a certain level of sales even for off-the-shelf
products. I understand there may be risks associated with passing on price increases to customers, but

please provide more insight about your views on the decline in demand.

[A3-3]

We implemented price revisions for camera-related products in May of this year, and we plan to
implement price revisions for office imaging products and related consumables starting in September.
Although we have formulated an aggressive plan to expand sales of Canon products, we believe there
is a certain degree of risk associated with fluctuations in demand due to price increases. As prices rise,
B2B customers may redirect more of their budgets to to security measures, while B2C customers may
increasingly choose lower-priced products. Our statements were made with the risks associated with

those demand fluctuations in mind.




[Q4-1]
Am 1 correct in assuming that this upward revision essentially reflects greater-than-expected
performance in the first half, and that your forecast for the second half of the fiscal year remains

unchanged? Please clarify the positioning of this upward revision.

[A4-1]
As you mentioned, we have revised our earnings forecast upward to reflect the better-than-expected

results for the first half of the year.

[Q4-2]
Regarding the Enterprise segment, what was the status of the SI business, excluding unprofitable

projects?

[A4-2]

If it weren't for the unprofitable project, I believe we would have achieved strong results in terms of
profitability. Orders received have also been strong, so we are not overly concerned about the second
half of the fiscal year. The key will be how we manage to wind down the unprofitable project as early

as possible.

[Q4-3]
In the Enterprise segment, SI revenue for the second quarter increased by 1%, which was slightly
lower than expected. Is this due to the unprofitable project, or is it a result of an unbalanced project

mix?

[A4-3]

In that regard, it might be more appropriate to look at the figures on an annual basis rather than on a
quarterly basis. As far as we can see from the status of orders received and revenue recognized under
the progress-based accounting method, we have not received any reports indicating a decline in
demand or a loss of competitiveness. Therefore, we do not believe there is any particular cause for

concern.

[Q5-1]
I understand that the acceptance process for the unprofitable project has not yet been completed. Is
there a possibility that additional costs will arise in the second half of the fiscal year? Also, what

circumstances led to the project becoming unprofitable?



[A5-1]

This was caused by a misunderstanding between the customer and ourselves during the specification-
setting phase, and it has occurred several times in the past. The go-live is scheduled for the end of next
year, and we have been informed by the personnel in the field that the specifications were confirmed
following the recording of this provision. However, since coordination with the customer will continue

until the system goes live, the risk of additional costs arising has not been completely eliminated.

[Q6-1]

Could you comment on roughly how much the unprofitable project costs?

[A6-1]
This time, the figure is toward the upper end of the ¥500 million to ¥900 million range.

[Q6-2]
You explained that in the industrial equipment segment, some projects have been pushed back to the

third quarter or later. What amounts are involved?

[A6-2]
We projected an increase in sales of ¥2.3 billion for the second half, and this represents only a portion
of that amount. Since disclosing specific amounts could lead to the identification of our customers,

we will refrain from providing further details.

* The content reflects some additions and modifications to enable it to be better understood.

* Disclaimer
The performance and future forecasts made in this document are based on information available at
the present time, and include potential risks and inaccuracies. Owing to various factors, actual results

may differ materially from these projections.



