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[QI-1]

Regarding the Enterprise Segment, given recent rapid advances in generative Al, I guess that, even
within your IT solutions business, there are some areas where customers' needs and demand on various
fronts such as BPO and SI have changed due to advances in generative Al. I wonder whether the way
you approach business has also changed as a result. Please give us an idea of the impact of generative

Al on your performance and growth.

[Al-1]  Matsumoto, Director of Enterprise Business Unit

Up until now we have always considered what kind of solutions we can offer to address the problems
faced by customers. Now we are contemplating whether we can cleverly integrate generative Al into
our solutions to create even more efficient solutions. Since using generative Al will be advantageous
to us in some respects, we intend to continue studying and using the latest technologies and trying to

create useful solutions for customers.

[Q1-2]
Regarding BPO and SI, and transitioning from core systems, etc., are you concerned that advances in

generative Al will lead to contraction in your business on the demand side?

[A1-2]  Matsumoto, Director of Enterprise Business Unit

As is also the case now, the work done by people is expected to decrease in the future, including in
the BPO sector. Our BPO services led by Primagest, Inc. involve a great deal of development for SI,
and while we are also promoting consideration of Al-based services, there will no doubt still be tasks

that absolutely have to be done by people. In areas where people are not needed so much, we will



no doubt actively use Al to meet needs.

[Q1-3]
Regarding page 5 of the Area Segment presentation. This page shows the CAGR of full support for
SMEs over the coming three years. Could you give an idea of how this breaks down in terms of factors

such as the number of customers and the amount of net sales per customer?

[A1-3]  Yamaguchi, Director of Area Business Unit

I will refrain from giving detailed figures but we plan to roll out Makasete IT more widely to new
customers, including Canon System & Support Inc. (Canon S&S) customers. We have also not rolled
out full support sufficiently to business partners in the resale sector and there is, therefore, room for
expansion there. We are basically thinking that we will achieve our target through significant

expansion in those areas.

[Q1-4]
There appears to be potential for more growth but are there any obstacles to growth, for example, the

impact of Al on the demand side?

[A1-4]  Yamaguchi, Director of Area Business Unit

Makasete IT includes a service for developing and training human resources for generative Al and
since this service now also has a proven track record, we believe we can expand it further. We believe
we can achieve growth by properly supporting customers in addressing management issues through
end-to-end full support at every stage from information gathering to consulting, design, proposal,

introduction and improvement.

[Q1-5]

Regarding the Consumers Segment. | understand the overall strategy but would like to ask about the
individual strategies. I imagine that among camera user groups, the number of social media users have
increased comparing the traditional professional and advanced amateur groups. While there are some
Canon models that can shoot video, how much room for growth is there in that area and is there a

possibility for a new business model?

[A1-5]  Mikami, Director of Consumers Business Unit
We are also well aware that video shooting features and hybrid models for shooting stills and videos
are becoming widespread, and we recognize that there are many young people using cameras including

specialist cameras.



Central to the strategy we explained today is the strengthening of relationships with Canon fans in the
area of digital interchangeable lens cameras. In terms of future marketing, we are gradually
introducing to the market distinctive products such as products designed for shooting video that do not
overheat during long recording sessions and compact, lightweight models, and we are holding
discussions with Canon Inc. about the possibility of further enhancing this product lineup.

Today's presentation did not sufficiently communicate a scenario where we take the initiative and go

on the offensive, but we are considering this internally.

[Q1-6]
I guess this is also another area where users are looking for the blending together of real images and

virtual images created by generative Al. Would this be a business opportunity for you?

[A1-6]  Mikami, Director of Consumers Business Unit

To be honest, it is difficult to predict at this moment in time to what extent this area might be a business
opportunity for us. Since an entry created by generative Al has already ended up winning a photo
competition, the mixing of the "real" and "virtual" is already happening. That said, photographs have
universal value and function as historical evidence. The decisive moment of a sports event is
meaningless unless it is real and I believe it is essential that a family's lifelog is also real.

I think the question of how Al-generated images will catch on in the future is an important one for
people making a living from photography and art and a question that needs to be given serious
consideration by professional photographers. Do they work with it or do they compete with it?

It is still early days and there are many issues to be addressed, including copyright, and so my view

currently is that there are a great many points that need to be considered from many different angles.

[Q2-1]

My question is about the Enterprise Segment. You mentioned "create new service businesses" as a
management strategy and presented a target lumping value creation and integration together. I
understand that Edge solutions, which have always been your strength, will grow in the future, but

what initiatives will you implement to achieve growth in the services you offer?

[A2-1] Matsumoto, Director of Enterprise Business Unit

Every company is strengthening this area, but we intend to expand services that leverage our expertise.
We have dealt closely with many customers centered around Canon products for a long time and this
is our biggest asset. In the course of these dealings, we have to some extent been able to gather

information about the issues customers face and business-related problems. Rather than offering



services to address major social issues, we envisage creating lots of services that may not be large in
scale but are needed by customers and industries. We will focus on services that leverage our strong
points, including considering how to make use of data centers in our services because the application

alone is not sufficient.

[Q2-2]

I would like you to give an example of a sector or area where you have already produced results.

[A2-2]  Matsumoto, Director of Enterprise Business Unit
I guess Shinkin Deposited Asset Navi, which is used by Shinkin banks nationwide, is the best example

I can give.

[Q2-3]

My question is about the Area Segment. I understood your strategy going forward but would like to
know your thoughts on recent market changes. More specifically, I guess there was PC replacement
demand through to 2025 and you explained that you can make up for the absence of this demand with
services, etc. Please give details in this regard and explain whether the memory shortage should be

considered a risk to your business.

[A2-3]  Yamaguchi, Director of Area Business Unit

Although the printing market is currently shrinking, we intend to acquire new customers. We will
expand the IT maintenance domain and ensure a robust profit base. As for the absence of PC demand,
we expect to see a decline of around 30% from last year. We are facing memory shortages and also

have delivery deadlines. We need to keep an eye on the impact this will have going forward.

[Q2-4]
Am [ right in my understanding of the current situation, which is that you are facing an extremely

uncertain situation in 2026, given the absence of PC replacement demand and the memory shortage?

[A2-4]  Yamaguchi, Director of Area Business Unit

We see the situation as somewhat uncertain.

[Q2-5]
I think you previously explained that there was no major issue because the fluctuation in PC shipments
was not the only deciding factor and would be offset by other services, etc. Is the risk greater than it

was then?



[A2-5]  Yamaguchi, Director of Area Business Unit

In terms of the market situation, we need to monitor the impact of the absence of PC demand, but as |
explained earlier, we intend to promote the proposal of high value added security solutions and
Makasete IT. We will also leverage the Cybersecurity Measures Evaluation System to our advantage

and through this and other initiatives will make up for the absence of PC demand.

[Q2-6]
Has the Cybersecurity Measures Evaluation System been fully operational since the start of 2026?

[A2-6]  Yamaguchi, Director of Area Business Unit
I think it will become fully operational in 2027. This is a preparatory period but we plan to expand

businesses on security and ransomware measures by working together with our resale channels as well.

*We expect the security business to expand more in 2027 than in 2026 but demand in the security

business is expected to ramp up from 2026.

[Q2-7]

I would like to ask about the Consumer Segment. Y ou said that you will offset decline in inkjet printers
through expansion of cameras and other companies' products but surely demand for inkjet printers will
hit bottom at some point? Do you not get a sense of this happening yet? Even if demand for inkjet
printers continued to fall, would it be difficult to fight back by expanding other products in the printer

category such as printers for business applications?

[A2-7]  Mikami, Director of Consumers Business Unit

The inkjet printer business originally grew out of the PC peripherals business. Initially, output for
diverse applications such texts, spreadsheets, New Year's cards, photographs and web printing meant
there was a clear business model built around supplying inkjet printers together with inkjet printer
cartridges.

However, recently this model has waned significantly due to the spread of social media and the shift
to paperless. We recognize that the culture of New Year's cards in Japan, which used to underpin
printing demand, is in gradual decline.

Looking ahead, I believe that there is still room for sales expansion in areas where print volume could
be increased such as educational applications and business applications. We have also got to know
more customers through Canon ID, and I believe we ourselves need to come up with interesting ideas

and actively communicate them based on the "Fun to print" approach.



On the marketing side as well, we are at a stage where we should actively shift away from marketing
hardware to the proposal of application as practical items. Inkjet New Year's cards have already
decreased massively from their peak and I agree with your point that demand for printers for home
use is starting to hit bottom. The replacement cycle appears to be between around five and ten years
and we expect there will still be some degree of replacement demand in the future among customers

that need a home printer.

[Q3-1]

I would like to hear your views on Al-based solutions. I get the impression that in IT subsidies this
year, the emphasis has been on subsidies for digital transformation and the introduction of Al. Please
specify what kind of solutions you offer for SMEs that want to introduce Al. Are you ready? For
example, are you offering Copilot or do you have business applications ready to go? OBC's Bugyo
Series also offers Al-powered BPO services. Are you planning to introduce something similar? |

would like to know what kind of demand there is given the environment.

[A3-1]  Yamaguchi, Director of Area Business Unit
We will offer services to address the various issues faced by customers. I cannot talk about specifics

but we are properly prepared and will meet market needs.

*In terms of Al-related solutions, in June last year, Canon S&S released a service of training for human
resource development in generative Al era as one of Makasete IT, which supports SMEs in using
generative Al, and we are already building a track record.

*By proposing reskilling support courses for business deployment, etc., which are eligible for the
"Human Resources Development Support Subsidy" administered by the Ministry of Health, Labour
and Welfare, together with the above service, we are seeking to alleviate the burden on customers
associated with training. Many SMEs are unaware of the existence of such subsidy programs and we
believe that active guidance on the use of programs is in itself one of the types of value provided by
Canon S&S.

* Applications for subsidies for digital transformation and the introduction of Al are expected to be
invited in the future and our policy is to continue actively working to ensure that a wide range of SMEs

use us while eyeing possible use of subsidy programs.

[Q3-2]
I would like to ask about two points: firstly, memory and PC prices and, secondly, business
opportunities for you. The increase in the threshold for expensing small-amount depreciable assets

from 300, 000 yen to 400,000 yen would probably make it easier to raise unit prices. PCs priced below



100,000 yen are now going to be more difficult to procure. Under the circumstances, do you have any
plans to handle refurbished PCs? Refurbished PCs would probably have advantages for you because
the period of depreciation is shorter and the cycle is shorter. Please tell me what action might you take

in regard to PC prices and refurbished PCs?

[A3-2] Hirukawa, Director and Senior Vice President

As regards PCs, at the start of the year before last, most manufacturers were telling us they wanted
lots of orders. However, since the end of last year, the trend has changed, with early delivery dates
being set on the placement of orders in anticipation of rising memory prices and shortages. Every
business division is carefully making adjustments with customers and formulating profit plans. At
present, no manufacturer has proposed using refurbished items and basically we have no plans to
handle them. I would actively handle them if this would be beneficial from a profit plan perspective
but each manufacturer is currently in the process of working to secure semiconductors and ensure
production volumes. Our policy is to provide our customers with good value and to provide high value
added products and services. As to whether refurbished PCs are high value items, I don't get the sense

that they are and so I am not thinking of actively promoting their use.

[Q3-3]

There was not much talk about embedded systems this time. However, when I look at your website, |
get the impression you have had quite a lot of success with things like embedded Al and Edge solutions.
I would like to hear about any business opportunities in this regard and any contracts you are working

on.

[A3-3]  Hirukawa, Director and Senior Vice President

We are talking with manufacturers. At construction sites and other work sites, there is strong demand
for safe and quick access to data and device manuals, etc. stored onsite not in the cloud, within a closed
environment. And so our idea is a business solution for managing a combination of digital documents
and video-recorded data, which is our strength, within the closed environment of the worksite through
a small high-performance box-type edge device. The year before last, we invested in MODE, Inc.
MODE utilizes LLMs in its solutions, and, for example, when you give instructions such as "threshold
violations at such and such a time today," "how is a certain piece of machinery working?" or "make
the usual reports on the specified schedule," the Al does the work and answers the request. We are
validating our idea, incorporating components like these into it. While we had yet to receive any large
orders when we invested the year before last, POC contracts have already been concluded with a
number of companies and we are currently in the middle of conducting POC projects. There is great

deal of business potential. This total data management approach that incorporates video will likely



become one of our strengths.

[Q4-1]

What is the profitability outlook for the IT solutions business in the Area Segment and the Enterprise
Segment? In the Enterprise Segment, the component ratio of the IT solutions business has increased
the past few years, accounting for a share of around 80% last year. The profit margin, however, has
fallen. What should we expect to see in the future? To achieve the targets under your Medium-Term
Management Plan, you plan to expand the IT solutions and increase its profitability. What role do you

expect the Enterprise Segment to play in this plan?

[A4-11  Matsumoto, Director of Enterprise Business Unit

In terms of improving profitability, we are promoting a shift away from our previous Sl-centered
model towards service-type businesses. In the SI business, the labor costs of SEs are also rising, and
increasing the number of engineers is in itself also difficult. However, if we succeed in shifting toward
service-type businesses, we can make a single service available to many customers and so we expect
to be able to increase profitability. We intend to expand business while moving our resources over to

service-type businesses as quickly as possible.

[Q4-2]
In the Enterprise Segment, what is the component ratio of service-type businesses? You plan to
increase the operating margin from 7.9% in 2025 to 8.7% in 2028. Approximately what percentage of

this improvement will be attributable to higher profit from IT solutions do you think?

[A4-2]  Matsumoto, Director of Enterprise Business Unit

In 2025, total service/outsourcing sales were 101.3 billion yen, and we plan to increase this to 140.0
billion yen by 2028. You can expect that this increase will be mainly attributable to the Enterprise
Segment. As for the operating margin, I will refrain from giving any detailed figures but please
understand that the improvement in operating margin will for the most part be attributable to an

increase in service-type businesses.

[Q4-3]
In the Area Segment, the operating margin has improved. The IT solutions business still accounts for
just under 40% of total segment sales. What should we expect to see in the future? What will the sales

component ratio be in the future and to what extent will this contribute to profit?

[A4-3]  Yamaguchi, Director of Area Business Unit



Since there are more than 3 million SMEs in Japan, we believe that there is still enough opportunity.
HOME and Makasete IT also include security features and replacement demand will arise with
advances in security. Further growth can, therefore, be expected and the business is still developing.
Again [ will refrain from giving specific figures, but we are working to expand the solutions business

to grow it into a business that will eventually stand side by side with the Canon products business.

[Q4-4]

Generally speaking, IT services for SMEs are likely to have a higher gross margin and be more
profitable. This is also the business model of your competitors. Is there room for you to improve
profitability in the business of IT services for individual customers? Was the profitability of IT services

in the Area Segment higher than that of other segments to begin with?

[A4-4]  Yamaguchi, Director of Area Business Unit
Since the maintenance and operation business centered around Makasete IT is expanding nicely, we
will increase services centered around this to reliably contribute to profit. We believe there is still

room for growth.

[Q5-1]
Is there anything you are monitoring more closely recently to achieve your vision in each business and

if so, why?

[AS-1]  Matsumoto, Director of Enterprise Business Unit

Recently, we are monitoring developments like the PC memory shortage. While this has been factored
into our forecasts to some extent, we still do business where our solutions use servers. We recognize
that in business like that there is a risk of operations being suspended due to hardware problems. While
we think this is not a major issue for the majority of our businesses, we know that there are pitfalls in
unexpected places and so we are constantly monitoring developments in all our businesses. Otherwise

there are no major concerns at the moment.

[AS-11  Yamaguchi, Director of Area Business Unit

Since there are more than 3 million SMEs, we will provide high quality business that incorporates
security features. We will expand business through business partners in the resale channel. Our policy
is to expand business mainly through activities like these. Though an internal matter, continued
reduction of personnel is likely in the future and so we will work to be able to meet needs despite the
reduction in personnel through remote services and improvement of productivity including our own

systems.



[AS-1]  Mikami, Director of Consumers Business Unit

Our priorities are cameras, lenses and inkjet printers. As for concerns, the market for devices has been
a bit chaotic these past few years, with disasters, supply disruptions, rising prices for components, and
foreign currency fluctuations that have led to a sudden drop in purchases by foreign tourists in Japan.
We will stabilize business by keeping a close eye on these issues. One more thing, as explained earlier,
in the camera business, we have a rough understanding of the number of lenses customers own for
different photographed subjects. Based on this, we need to send customers information through Canon
ID to get them to react, for example, express an interest in buying or express an interest in selling an
EF lens on the second-hand market and buying an RF lens, and we need to see everything down to
their time on website and their last purchase. As for printing, we will come up with ideas essential for
printing, communicate these in a timely manner to customers and watch customers' reactions. If we
can properly implement product strategies along these two lines, stability as a future business will

increase. | am very conscious of these points from the viewpoint of improving profitability.

[Q5-2]

In the part about synergy in the Enterprise Segment, you mentioned that you have accumulated
knowhow in a case with a food manufacturer. Based on this experience, how has the value you can
provide to customers increased? In light of this experience, do you have any thoughts on areas that

look promising or areas you would like to expand in the future?

[AS-2]  Matsumoto, Director of Enterprise Business Unit

In this industry, having experience and a proven track record is an enormous advantage. It's often the
case that when you have a proven track record of building the optimal system for a particular industry
based on an understanding of the current status and challenges of the customer, another company in
the same industry will also think that, on the basis of your success at Company A, their project can
also be safely left in your hands. I think taking full advantage of this strength to make proposals that

bring peace of mind to customers in the same industry is the biggest added value you can offer.

[Q6-1]

I would like to confirm two points with regard to the expansion of customers in the Enterprise Segment.
Am [ correct in understanding that your strategy in relation to quasi-major and upper-medium-sized
enterprises is not to use the sale of IT solutions as a starting point but rather to expand sales of Canon
products and then cover IT solutions? And am I right in understanding that although you will move to
develop new customers as a driver for IT solution sales in the future, your main strategy is to deepen

relations with existing customers?

10



[A6-11  Matsumoto, Director of Enterprise Business Unit

We have been behind the curve with direct sales to upper-medium-sized enterprises in the past. In
2018, we transitioned to the current business unit system and after several years GB Solution
Headquarters was formed. GB Solution Headquarters is still a young division. In the past, we have
been forced on the back foot in the upper-medium-sized enterprises market. We were late out of the
blocks and so there is still room to expand Canon products in this market. At the same time, the
customers we have nonetheless had close dealings with have also increased. We are going to actively
promote not only Canon products but also our excellent IT solutions to these customers. Our plan is
to expand the share of Canon products while at the same time also expanding IT solutions, difficult

though this may be.

[Q6-2]
So, as a driver for sales, you plan to some extent to both deepen relationships with existing customers

and develop new customers?

[A6-2]  Matsumoto, Director of Enterprise Business Unit

If anything, the development of new customers is probably the more important.

[Q6-3]

My question is about the strengthening of imaging solutions. I think there is increasing demand for
the efficiency of production lines in the manufacturing industry. Canon, Inc. has cameras and you are
involved in IT development. Does the fact that you possess both hardware and IT development
capabilities within the Group put you at an advantage compared with other companies that are creating

image processing Al?

[A6-3]  Matsumoto, Director of Enterprise Business Unit

Because the manufacturer can work with us, we can share knowhow, including the mechanism inside
products. We have the advantage of having a more in-depth understanding of all aspects including
specifications. Our capabilities on top of this probably do give us an advantage in terms of knowhow.
Then, there are also the Edge solutions created by the manufacturer. When we cleverly overlay our
solutions on top of these solutions, we have a considerable advantage in terms of affinity. We intend
to fully leverage these advantages in growing the business. What is more, Canon Marketing Japan
(Canon MJ) also has its own SEs. Previously, our SEs mainly specialized in document systems but
from this year SEs specializing in imaging systems have also joined the division. Within Canon MJ,

we intend to develop a system for using SEs to deploy imaging solutions.
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[Q6-4]
Regarding the creation of new services. Are you gathering information on specific customer needs and
developing services to meet specific requirements, as you did in the Edogawa City example? Are

there any other development trends?

[A6-4]  Matsumoto, Director of Enterprise Business Unit

Today, we highlighted the case of a local government project. However, usually we have focused on
a sector and mainly created solutions tailored to a specific sector. Our previous business model was to
develop a service for a specific company and roll it out to other companies. However, going forward,
we are preparing teams to consider services and intend to expand the provision of services tailored to

particular sectors in collaboration with each group company.

[Q6-5]

You say that your development is focused on sectors. I think that when you created Shinkin Deposited
Asset Navi, you initially created it to meet the needs of a financial institution and it later became a
platform due to demand from other companies. Is that right? When developing new services now, will
you, for example, create a new service to meet the needs of one specific customer but create it in a
way that it can be rolled out to other customers? Or will you create a service on the assumption that

such and such demand is likely to arise and market this to each sector?

[A6-5]  Matsumoto, Director of Enterprise Business Unit
The former is the approach we are most used to and the easier approach. That said, when we start to
get a buildup of knowledge in the Enterprise Segment, including at group companies, I would like us

to be able to adopt both the former and latter approaches.

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

B Notes marked with an asterisk (*) were added after the event.

B 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 forecasts.
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