




In the second quarter, despite seeing additional outbreaks of COVID-19 in certain countries

and regions like Japan and Southeast Asia, the global economy as a whole followed a path

of recovery. This is to some large extent thanks to accelerated efforts to get people

vaccinated, especially in developed countries.

During the quarter, we enjoyed continued strong sales of products such as cameras and

inkjet printers as we strived to minimize the impact of semiconductor shortages on our

production. As a result, net sales increased 31% to 881.9 billion yen. As for operating profit

and net income, which were 77.3 billion yen and 61.1 billion yen, respectively, we not only

significantly exceeded our previous projection, but also improved profitability compared with

the first quarter.

Operating profit has been above 70.0 billion yen for three consecutive quarters, and net

income in the first half of this year was over 100.0 billion yen. Both indicating a swift recovery

in our performance compared with the same period of last year when our performance was

at its lowest due to COVID-19.

This result, which emerged in a new society where we live with COVID-19, is directly linked to

the business portfolio transformation and structural reforms that we have carried out so far.



In Printing, although our office business saw a slight delay in print volume recovery, sales of

office hardware was basically in line with expectations. As for our consumer-oriented

business, home demand remained solid. As a result, our Printing Business Unit posted sales

and profit growth and a profit ratio of 13%, which reflects a continuation of double-digit

profitability.

As for Imaging, our competitive lineup of full-frame mirrorless cameras and our enhanced

lineup of lenses contributed to continued strong sales of cameras that actually exceeded

expectations. Additionally, through an improvement in product mix and efficient sales

promotion, our Imaging business was able to post a 12.3% profit ratio, stabilizing earnings.

As for Medical, although the upward pressure on demand, linked to Japan’s support funds,

subsided, the overall market gradually recovered. As a result, sales were above last year.

From a profit perspective, exhibiting at trade shows that we skipped last year as well as

carrying out development and other activities in line with our plan, were factors for lower

profit.

As for Industrial & Others, we posted strong sales and profit growth as our semiconductor

lithography equipment business responded to continued strong demand for capital

investment and our FPD lithography equipment business was able to install equipment in

line with its plan.



As for exchange rates, the yen’s depreciation had a positive impact of 17.0 billion yen on

operating profit.

As for changes in sales volume, the impact was positive on all business units, particularly

Printing and Imaging, which were significantly impacted by COVID-19 last year.

As for cost reduction, although we started to see the impact of higher pricing of parts, we

achieved 8.8 billion yen, thanks to an increase in plant utilization rates compared to the

previous year, particularly for cameras.

As for expenses, which were extremely low last year due to restrictions on activities linked to

COVID-19, this year, as development and sales activities from the beginning of the second

quarter returned to normal, expenses increased significantly.



The global economy, despite the recent spread of coronavirus variants, is expected to

experience growth towards a full recovery, thanks to an accelerated pace of vaccination that

will bring about increases in consumer spending and demand for capital goods, which were

both down significantly last year due to COVID-19.

As for market conditions surrounding the products that we handle, in addition to continued

solid demand in the first half of the year, we expect a further recovery in delayed office

printing, as the ratio of employees returning to their original place of work increases. In

terms of production, the situation is expected to remain severe due to concerns over

semiconductor and other part shortages. However, through a concerted effort, from

development to procurement, production, and sales, we aim to ensure a stable supply of

products.

In addition to changing our exchange rates assumptions from 105 to 108 yen to the U.S.

dollar and 125 to 130 yen to the euro to reflect current levels, we expect our performance in

the second half of this year to be around the same level as in the first half. As a result, we

raised our outlook for the full-year for net sales, operating profit, and net income by 100.0

billion yen, 85.0 billion yen and 61.0 billion yen, respectively.



We now expect net sales to increase 13.9% to 3.6 trillion yen, operating profit to be 283.0

billion yen, 2.6 times higher, with significant improvement in our gross profit ratio and

expense ratio, and net income to be 201.0 billion yen, 2.4 times higher.



Next, the situation of each Business Unit. Following the outlook we released in April, we

again raised our forecast for all four business units, particularly Printing and Imaging.

As for Printing, given robust home demand for inkjet printers, and for Imaging, based on

highly competitive full-frame mirrorless cameras, we expect sales to remain solid. And by

ensuring a stable supply of products and efficient use of expenses, we expect to achieve

double-digit profitability for the full year.

As for Medical, based on the strong demand we are seeing, particularly in Japan, we aim to

raise profitability above 7%, exceeding our past record high.

As for Industrial & Others, we expect to post sales and profit growth, responding to the

strong demand of customers for capital investment, and by steadily installing equipment.



The impact of foreign exchange reflects yen’s depreciation. As for changes in sales volume,

this reflects favorable sales conditions.

As for price reduction, by making pricing decision based on the supply and demand balance,

we expect an improvement of 16.2 billion yen.

As for cost reduction, although an increase in parts cost is inevitable, we will reduce the

impact by thoroughly reviewing fixed costs and improving productivity.

As for expenses, we expect to achieve 21.1 billion yen in savings by curbing growth in

expenses associated with increases in volume through comprehensive selection and

concentration.



As for the office MFD market, although market conditions weakened in Asia due to a

rebound in COVID cases in the second quarter, the market for hardware and services in other

regions tended to recover gradually. As a result, we expect the market to continue recovering

in the second half of the year.

In the second quarter, we posted service sales that were slightly lower than expected due to

a decrease in print volume in Asia, and the slow pace of recovery elsewhere. As for hardware,

sales are recovering as planned, returning to a 90% pre-COVID-19 level.

In the second half of the year, in Europe and the United States, where recovery had been

slow, many large companies are planning to have their employees return to the office in line

with the end of policies that encourage working from home, thanks to more people being

vaccinated. Due to an increase in people returning to their original place of work, printing

volume is expected to recover to approximately 90% of the pre-COVID-19 level by the end of

the year.

Under these conditions, we completed the global rollout of the imageRUNNER ADVANCE DX

C5800, a new series of medium- and high-speed MFDs, by launching it in Japan this month.

The redesigned platform, which offers enhanced basic features, including quiet operation,

low power consumption, and reduced maintenance workloads, has been well received by the

market. Going forward, we will strive to expand sales by seizing the opportunities of

recovering print demand in large corporations.



As for the market for prosumer products, namely laser printers and inkjet printers, demand

for home products remained strong, particularly in developed countries, thanks to working

and learning from home. As for demand for office products, we expect a further recovery

going forward as more people become vaccinated.

In the second quarter, we again posted strong sales of inkjet printers, which are mainly used

in the home, as home demand remained robust. As for laser printers, although hardware

sales were impacted by an unavoidable shutdown of a production site in Southeast Asia due

to lockdowns, sales of consumables increased in preparation for an expected recovery in

print volume.

In the second half of the year, in addition to expecting home demand to remain robust, we

expect office demand to recover. To capture this demand, we will work to steadily supply

products, and promote sales with our enhanced lineup of refillable ink tank models and laser

printers that despite their compact size, incorporate double-sided printing and other

features. And through this, we aim to post full-year sales that exceed our previous projection.



As for the production market, in 2021, demand for printing posters and flyers increased in

Europe and the United States due to the reopening of stores and various events. And in the

second half of the year, we expect a further pick-up in economic activity and print volume.

From this, we expect the market to steadily recover.

In line with the recovery in market conditions from the impact of COVID-19, we posted a

second quarter increase in net sales. This reflects, among others, continued strong sales of

printers like the ProStream 1800, a continuous feed press that was launched in the second

half of last year, the varioPRINT iX, a high-speed cut-sheet inkjet printers, and the large-

format printer, the Colorado 1650, which have all earned high marks from customers for

offering both high productivity and print quality.

In addition to further enhancing our lineup with the successive launch of new products since

the beginning of this year, sales are expected to recover further in the second half of the

year, as we increase the number of dealers handling large-format printers for graphic arts

which allow us to reach new customers, mainly small and medium-sized printing companies.



Demand for cameras is growing steadily thanks to the strength of consumer spending in the

United States and elsewhere, and the increasing number of people picking up cameras as a

hobby and image expression as a new way of using time amid the COVID-19 pandemic. As a

result, we raised our outlook for the size of the global camera market by 200 thousand units

and now expect the overall size to be 6 million units for the full year.

In the second quarter, the share of total sales attributable to the EOS R5 and EOS R6, for

which sales remain strong, has increased more than expected.

In addition to this, the number of full-frame mirrorless camera users who purchase RF lenses

has been accelerating since the launch of the R5 and R6, creating a situation where we

cannot supply some products in a timely manner.

From a longer perspective, in order to meet the strong demand for RF lenses as well as

expand the range of image capture, a 400mm and a 600mm super-telephoto lens that

combine high image quality and light weight, as well as a macro lens that delivers improved

maximum shooting magnification of up to 1.4x were added in July. By continuing to enhance

our lineup of RF lenses, which currently consists of 22 lenses, we will further strengthen our

full-frame mirrorless camera system and increase our market share in this category.

As for our outlook, in response to strong demand for camera bodies, we raised our unit sales

projection by 100 thousand units, and now project full year unit sales to be 3 million units.

We also raise our sales projection to reflect strong sales of lenses. In unison with this, we will

also strive to maintain stable profitability by continuing efforts to optimize expenses.



As we entered the second quarter, it became increasingly clear that the network camera

market had returned to its original double-digit growth rate as orders and installations have

been increasing along with the normalization of the economy.

Under these market conditions, we steadily captured growth opportunities of market

recovery, which allowed us to post second quarter sales that significantly exceeded that

which we achieve in the first quarter.

In the second half of the year, on top of traditional surveillance, we will work to accelerate

growth by actively investing in development in order to capture expanding demand for non-

face-to-face and non-contact solutions that were triggered by COVID-19. And for the full

year, we aim to grow faster than the market, posting a 20% increase in sales, which exceeds

our previous projection.



As for Medical in the second quarter, although the purchase of equipment utilizing

government support funds eased, demand in Japan remained strong. In other regions, we

continued to post solid sales of equipment for pneumonia testing. Additionally, in the United

States and other countries where vaccination rates are high and the operation of medical

institutions is returning to normal, we made steady progress in installing large equipment,

allowing us to post an increase in sales that was in line with our plan.

In the second half of this year, the number of patients and medical appointments as well as

surgeries is expected to increase as more people become vaccinated and hospitals move

closer to normal operation. In line with this, we will work to increase sales of CT, MRI, and

high-performance ultrasound diagnostic equipment. In May, we launched a high-end

ultrasonic diagnostic system that achieves higher image quality in a wider range of areas

from just under the surface of the skin to the deeper parts of the body. In addition, in terms

of sales, we will strengthen sales activities towards large-scale medical institutions that are

major users of high-end equipment, particularly in the United States, which we designate as

our most important market. Through this, we aim to increase sales of the entire business

over the course of the year at a rate that exceeds market growth.



In 2021, the semiconductor market is projected to be at an all-time high level in terms of

value, thanks to growing demand for memory and logic chips used in datacenters,

smartphones, and PCs, reflecting the spread of 5G and IoT. And also due to the expansion of

demand for various devices, including power devices and sensors used in automobiles.

We are increasing our unit sales through such meticulous measures as customizing

equipment to suit the size and materials of substrates demanded by customers. And as a

result, we now expect full-year sales to be 149 units, exceeding our previous projection of

146 units. From a medium-term perspective as well, we expect semiconductor manufacturers

to continue to aggressively invest. As such, we will focus on future-oriented activities such as

increasing production capacity to ensure that we can firmly secure this demand.

In 2021, we expect the panel market to remain solid as we are seeing strong demand for

LCDs used in various IT devices such as laptops and tablets as well as other devices like large

screen televisions. This outlook also reflects steady growth in the number of smartphone

models that use OLED panels.

We also expect stable demand for our FPD lithography equipment. In the second quarter,

we secured the personnel needed for equipment installation from within the Canon Group

and proceeded as planned in areas where travel limitations due to COVID-19 are in place. As

a result, we achieved sales of 17 units. Going forward, we will accelerate localization by

educating workers, creating conditions for stable installation.



As for the OLED panel market, the proportion of products that incorporate OLED panels,

such as smartphones and televisions, where demand is firm, is increasing. Due to this and

their expanding use in other devices like laptops and handheld game consoles, we expect the

market to continue to grow.

Although our sales are expected to be slightly lower than the previous year due to a review

of the timing of new investments by customers, in order to capture new demand for

televisions and other products, we will be accelerating the development of equipment for

large panels.



Inventory at the end of June was 589.1 billion yen, 6.8 billion yen lower than at the end of

March. Finished goods inventory on a whole is considered to be at a low level, reflecting

stronger than expected sales and other factors such as the halting of some production in

Southeast Asia due to a rebound in COVID-19 cases as well as the limited supply of parts.

In the second half of the year, although we expect the environment surrounding

procurement to remain challenging, due to our outlook for shortages of semiconductors and

other parts, which continue to enjoy robust demand all over the world, we will work to

steadily capture sales opportunities while placing top priority on the stable supply of

products.



We raised our outlook for net income by 61.0 billion yen, and now expect operating cash

flow to be around 430.0 billion yen, which shows that our ability to generate cash is steadily

recovering. Assuming we make capital investment in line with our plan, we expect to secure

230.0 billion yen in free cash flow, which is 51.6 billion yen higher than last year.

While securing 400.0 billion yen in cash on hand, we will use the cash generated from

improved earnings to facilitate the early repayment of debt and strengthen our financial

position. As for our dividend, while decisions are made by comprehensively taking into

account the profit and loss of a single year, and also other factors such as medium- to long-

term business performance, cash flow and investment plans, for this year, in line with our

previous announcement, we plan to increase dividends by 10 yen from the previous year to

90 yen for the year.



Since last year, countries around the world have been announcing their intention to reduce

CO2 emissions to net zero by 2050. Similarly, expectations for companies to resolve various

environment and social issues, including the SDGs, have been increasing.

Based on our corporate philosophy of kyosei, we have proactively engaged in environmental

and CSR activities throughout the Canon Group. In particular, in the environmental field, we

have been working since 2008 to reduce CO2 emissions per product by 3% per year

throughout its life cycle. By 2020, we had achieved a cumulative improvement of 41.3%.

In order to strengthen these efforts and further fulfill our responsibilities as a global

company, on May 1, we established the Sustainability Headquarters. Initially, we will

accelerate efforts to address environmental issues such as climate change and resource

recycling, which have been addressed mainly by the Global Environment Center, in

cooperation with our product operations. In the future, we will expand our jurisdiction to

cover all aspects of sustainability and contribute to the achievement of the SDGs.



In the business environment that surrounds us, despite concerns about the spread of COVID-

19 variants, shortages of semiconductors, and other issues, our existing camera and laser

printer businesses have begun to show signs of bottoming out from the shrinking market,

and earnings are starting to stabilize. And for new businesses like medical, network cameras,

commercial printing, and industrial equipment, their growth is starting to contribute

meaningfully to the Canon Group.

This year is the first year in our 5-year initiative, Phase VI of the Excellent Global Corporation

Plan. We consider this year to be an important year during which we aim to position

ourselves for record-high performance in 2025, and I believe we have made a good start.














