We have actively launched new products in our core businesses throughout the year,
including the third-quarter. And in each region, sales of these products have been in line with
our plan, despite the macro environment becoming more challenging since our last earnings
announcement in July. The effects of new products launched up to September of this year,
have led to an improvement in our share of the MFD and laser printer markets and have
contributed to improvements in our Medical System business performance.
The significant appreciation of the yen and prolonged U.S.-China trade friction, however, has
led to a global economic slowdown, particularly in Europe and such emerging markets as
China. As a result, net sales declined 6.2% to 869.5 billion yen, operating profit dropped
43.7% to 38.4 billion yen, and net income fell 42.7% to 26.5 billion yen.
While our camera business has been dealing with ongoing market contraction, and our
industrial equipment business was faced with ongoing restraint in customer investment, we
also posted lower sales of laser printer consumables owing to economic weakness in Europe.
On the other hand, we saw steady performance in MFDs. Additionally, for such new
businesses as medical and network cameras for which the market are expanding, we
continue to see growth in line with our expectations. Overall, this has led to a deceleration in
sales and profit decline compared with the first half.

As for Office, for MFDs, we posted growth in the unit sales of new products, including officeuse color models and production models used for high-volume printing. However, overall
sales and profit declined as laser printer consumable sales and profit decreased due to a
further cooling of the European economy.
In Imaging System, overall camera sales declined, reflecting the impact of global market
contraction. Within this, however, we continued to post growth in the unit sales of mirrorless
cameras. As for inkjet printers, the pace of growth in the sales of refillable ink tank models
slowed due to the economic conditions impacting emerging markets. As a result, the
performance of this business unit overall was below that of last year.
For new businesses, such as medical, we posted significant unit sales growth for a series of
new products, including CT, ultra-sound and MRI systems, even amid the challenging
economic environment. As a result, we posted our second quarter of consecutive sales and
profit growth.
As for Industry & Others, sales and profit declined due to the impact of ongoing restraint in
customer investment into lithography and OLED vacuum deposition equipment. For our new
business of network cameras, however, we posted continued growth, particularly in
developed countries, thanks to significant improvement in our performance, which was partly
due to new products that offer further improvements in image quality.

As for exchange rates, the overall impact was negative on both sales and profit due to the
appreciation of the yen against not only the U.S. dollar and euro, but also the Chinese yuan
and other emerging market currencies.
As for changes in sales volume, the overall impact was also negative. While we posted sales
increases in such new businesses as medical and network cameras, this did not fully make up
for the decline in sales we posted in such other businesses as cameras, where the market
environment has been challenging, and lithography equipment, where restrained customer
investment continued.
As for price reduction, we kept the level of impact below that of last year as we prioritized
profitability amid the severe price competition surrounding higher-end cameras. As for cost
reduction, due to more stable pricing of such inputs as electric parts and resin materials, we
achieved 6.1 billion yen, which exceeded the level of last year and basically absorbed the
impact of price reduction.
As for expenses, although we worked to raise efficiency, particularly in R&D and advertising,
overall expenses grew 3.9 billion yen, due to the booking of structural-reform related
expenses.

First, our fourth-quarter foreign exchange assumptions. Taking into consideration current
exchange rates and the macro environment, we assumed 105 yen to the U.S. dollar, which is the
same as our previous projection, and 117 yen to the euro, which is 3 yen higher.
When we look at the surrounding business environment, we expect the prolonged
confrontation between the United States and China over trade to continue. This is not only
impacting China, but also having a rippling effect on surrounding emerging markets of Asia. In
addition to this, it is unclear what will happen with Brexit or in the Middle East. Based on these
factors, the IMF recently announced its world economic outlook, which was revised downwards
once again, indicating further deceleration of the global economy.
Taking into account a macro economic environment that has become even more challenging,
we lowered our projection, mainly for office equipment and inkjet printers. Additionally, we
expect a negative impact on the product mix of cameras due to a more severe competitive
environment. Taken together, we lowered our full year projection for net sales and operating
profit by 120.0 billion yen and 27.0 billion yen, respectively, which is concentrated in our Office
and Imaging System Business Units.

Against this backdrop, for existing businesses, we have seen steady performance in MFDs
throughout the year thanks to new products. As for lithography equipment, we are starting to
see a trend of halting memory price decline as the balance between supply and demand evens
out. From this, we saw our performance bottom out in the third quarter and expect
improvement from here on.
As for such new businesses as medical and network cameras, new products are driving steady
improvements in our business performance. For OLED vacuum deposition equipment as well,
which was faced with a phase of adjustment, we are seeing customers resume investment
activities based on expected panel demand going forward. From this, we expect to return to
sales growth in the second half of this year, evidence that we are making steady progress in
transforming our business portfolio.
Regarding our fourth quarter performance, based on these factors, we expect net sales on a
local currency basis to recover almost to the level of last year. Moreover, we will realize a
recovery in our performance from next year by completing the structural reform we are
currently carrying out by year-end as we have planned.

This slide shows our current projection.
Compared with last year, we expect net sales to decline by 326.9 billion yen or 8.3% to 3 trillion
625.0 billion yen, operating profit to decline by 155.0 billion yen or 45.2% to 188.0 billion yen,
and net income to decline by 112.8 billion yen or 44.6% to 140.0 billion yen.

As for Office, although sales and profit for laser printer consumables are projected to decline due
to the impact of economic slowdown in Europe, we expect solid sales of such new products as
production presses for high-volume printing in MFDs and medium-speed laser printers.
As for Imaging Systems, although we expect sales and profit decline for interchangeable-lens
cameras due to market contraction and a worsening of the competitive environment, we are
focusing on redistributing resource to mirrorless cameras, where we are steadily increasing sales by
enhancing our lineup of cameras and lenses.
As for medical, we will accelerate improvements in our performance, further raising the profile of
new products, including CT, Ultra–sound and MRI systems, which bolster sales, in order to firmly
secure sales and profit growth for the full year.
As for Industry & Others, although the performance of lithography equipment and OLED vacuum
deposition equipment are expected to be below that of last year, we are starting to see signs of the
memory market bottoming out and with the steady shift from LCD panels to OLED panels. From
this, we expect to see a recovery in our performance as we look towards next year. Additionally, for
network cameras, leveraging our broad lineup of hardware and software, we will capture expanding
demand as we work toward our goal of full-year sales and profit growth.
Compared with our previous projection, we lowered our outlook for office equipment, inkjet
printers, and medical, reflecting a further worsening of the macro environment. For cameras, amid
severe competition surrounding higher-end models, we did not attempt to aggressively sell them
from a profitability perspective and instead focused more energy on expanding sales of
competitive popularly priced models. As a result, we lowered our full-year projection for net sales,
but maintained our unit sales projection, reflecting a change in sales composition.

As for exchange rates, we expect the overall impact to be negative on both sales and profit
due to appreciation of the yen against not only the U.S. dollar and euro, but also the Chinese
yuan and other emerging market currencies.
As for changes in sales volume, we expect the overall impact to be also negative. While we
expect the performance of such new businesses as medical and network cameras to improve
thanks to market expansion and the effects of new products, we do not see this offsetting
the large impact of lower sales of laser printer consumables, cameras, and industrial
equipment.
As for price reduction, we expect this to be around 37.0 billion yen, which is in line with last
year, as we respond to pricing, particularly of cameras that face a challenging market
environment.
As for cost reduction, in addition to expectations that stable pricing will continue for such
inputs as electric parts and resin materials, we will strive to improve fixed costs, even amid
declining production, mainly for cameras and industrial equipment. These efforts are
projected to generate 19.0 billion yen in cost savings.
As for expenses, although we include 30.0 billion yen for structural reform taking place
mainly at sales companies, the Group will work in a concerted effort to reduce other
expenses from R&D and production all the way to sales. As a result, we expect an 18.2 billion
yen reduction in expenses.

As for sales volume, we lowered our projection to reflect a further slowdown in the macro
environment and a negative change in the product mix of cameras.
As for expenses, we expect an improvement of 28.7 billion yen, reflecting the curtailment of
sales company expenses thanks to a review of sales and continued efforts in selection and
focus in R&D, as well as other measures. Please note that our projection for structuralreform related expenses has not changed.

The MFD market remains solid, supported by demand for color and advanced featured
models that address the need to improve office productivity. Recently, however, we have
seen the effects of economic slowdown in China and other emerging markets rapidly arising.
In the third quarter, although sales decreased, affected by the economic slowdown, we
posted solid sales of new next-generation color MFDs, offering outstanding durability and
strong security.
Ffor production devices, where high-volume and high-speed printing are both required, we
also posted unit sales growth for the imagePRESS C910, which was launched in May and has
garnered high praise for its ability to stably reproduce high-quality images, even when
printing in high-volumes. Furthermore, in October we launched a new model suitable for inhouse production printing that is able to handle a broad range of media and achieves the
high image quality that professionals require from higher-end models. It also realizes a
compact form-factor that allows it to be installed in traditional office environments, allowing
us to participate in what is essentially a new market segment for us.
Going forward, although we will continue efforts to expand sales of these new production
devices and color MFDs, we expect full-year sales to be below that of last year due to
significant impact from the weak economy.
.

While solid demand in emerging markets has supported the laser printer market until now,
we expect the recent trend of modest market contraction to continue due to the effects of
global economic slowdown.
We posted a decrease in third-quarter unit sales, mainly for low-speed models. This reflects,
such factors as the economic downturn of emerging markets, and the trend in China towards
buying domestic products. As for consumables, sales declined mainly due to economic
slowdown in Europe. As we expect the same situation in the fourth quarter, our full-year
projection is for sales to be lower than last year.
However, even in this challenging business environment, medium-speed printer sales were in
line with our plan, thanks to new products launched in the first half of this year that use
newly developed toner. The new toner contributes to even lower energy consumption
through its lower fixing temperature and their compact form-factor, which has also earned
high praise from the market. Going forward, we will work to expand sales of these type of
competitive new products and link this to the expansion of consumable sales.

Over the medium-term, we expect growth, coming from replacement demand as the
commercial printing market shifts from analog to digital. This year, however, despite a solid
North American market, overall demand has been weak due to economic slowdown in
Europe.
We continued to expand sales of mainly new products even in the third quarter. Among
them, the Colorado 1650, a wide-format printer designed for graphic arts applications,
posted unit sales growth soon after being launched in the first half of this year, thanks to the
high praise it has received for its expanded range of printable media, made possible through
its use of proprietary flexible inks that were developed in-house.
In the fourth quarter, we will launch a new high-speed cut sheet printer, the VarioPrint iseries+. And by further enhancing our sales structure through the structural reforms we are
currently undertaking, we will work to accelerate sales of new products going forward.

In the third quarter, our sales of interchangeable-lens cameras decreased 7% to 980
thousand units due to the impact of market contraction, mainly for entry-level DSLRs.
Amid market contraction, price competition surrounding higher-end full-frame models
intensified due to the energy that each manufacturer is putting into this segment. In this kind
of environment, and due to our stance to prioritize profitability, we posted third-quarter unit
sales of higher-end models that were below our plan. However, we did expand sales, mainly
for a popularly priced mirrorless camera that has secured the number one market share
position, both in and outside of Japan. Furthermore, thanks to positive feedback we have
also received for new mid-range cameras, we decided to maintain our full-year unit sales
projection.
As for the full-frame mirrorless camera that we introduced last year, up to and including the
third quarter, we have broadened our lineup of dedicated lenses by four in 2019. As a result,
we have seen a steady rise in our lens-attach ratio. In the fourth quarter, through the launch
of two new lenses, we will solidify the base from which we will expand sales of higher-end
mirrorless cameras and use this opportunity to further strengthen activities aimed at
accelerating sales.

Specifically, we will actively expand kit sales, which include higher-end cameras with the new
lenses that were launched. Among them, we are seeing strong orders, particularly in North
America, for the kit that includes a high-magnification zoom lens which covers a wide-range
of image capturing situations from wide-angle to telephoto. On top of this, we are raising
the appeal of our products, continuously making improvements to software which has a
significant impact on performance, such as making available firmware upgrades that further
improves the accuracy of autofocus. On top of these measures, we will work to encourage
potential customers to purchase our products with a focus on digital marketing, through
such activities as partnering with professional photographers using social media, and
distributing videos that highlight the strengths of our optical technology.
For the professional market, we are steadily enhancing our support system for sporting
events, both in Japan and in other markets. And on this front, we are already earning high
praise from professional photographers. Additionally, we will respond to the needs of
professionals by launching a new flagship model as part of our EOS-1 series at the beginning
of next year.
As for the full-year, although we kept our projection for unit sales unchanged, we expect
sales and profit to be below our previous outlook due to changes in product mix and
additional investments to expand sales in the fourth quarter.
As for compact cameras, we kept our previous full-year unit sales projection as our results
have been in line with expectations. Even in the shrinking market, we exceeded the third
quarter unit sales of last year of premium G series models that offer advanced video features,
bringing new young people into our ecosystem. We will continue efforts to expand sales of
our G series, which has relatively higher margins, and link this to improved profitability.

As for the market, due to the economic slowdown of emerging markets, we are seeing
sluggish growth in the sales of refillable ink tank models, a product segment that has
continued to grow until now. This impacted our results as well and in the third quarter we
posted revenue decline. Consequently, we also lowered our full-year sales projection.
Even in this challenging environment, in developed countries where ink cartridge models
remains the printer of choice, we launched new models in September for the year-end selling
season. Along with their new design, the new printers make it even easier to print not only
from computers and cameras, but also from smartphones. Leveraging the strength of these
kind of new products, we will work to stimulate demand for home printing.

As for the market, we did see some pushout of investments due to economic slowdown,
particularly in Europe and such emerging markets as China. Overall, however, we expect the
market to continue down a path of modest growth thanks to the world’s largest market, the
United States, where demand is continually rising, supported by the stable economic
environment.
In the third quarter, sales and profit have continued to grow since the second quarter thanks
to a string of new products that we have launched so far. Among these new products, we
increased sales of a high-end CT model that has been highly rated by the market for its
ability to provide clinical images that are clearer than those produced by existing systems,
through its use of colorized images facilitated by proprietary ultra-high-resolution imaging
technology.

Furthermore, in the third quarter, we launched a new flagship MRI model. We are enjoying
increased orders for the system, which has been praised for its ability to process highresolution images in a short period of time thanks to its image processing functions that
employ proprietary AI technology, taken from CT systems.
In the fourth quarter, which is traditionally the selling season outside of Japan, we will work
to further raise the presence of our new products, leveraging such opportunities as industry
events, including one of the world’s largest exhibition that will be held in the United States,
and link this to sales.
As for improving profitability, we are working to raise production efficiency by strengthening
cooperation within the Canon Group. For example, in the assembly of CT systems, we are
leveraging our knowhow in innovative manufacturing to standardize processes. At the same
time, we are working to firmly secure production efficiency improvement, promoting multiskilled development, which will allow one worker to handle multiple processes. Accelerating
the implementation of these kind of measures will lead to improved profitability.

In the third quarter, unit sales of semiconductor lithography equipment decreased affected
by weakness in the memory market and we expect this to be the case for the full year as well.
Recently, however, we have seen a halt in the trend of memory price decline, reflecting a
balance between market supply and demand. As for future demand for lithography
equipment, though we need to continue watching the trend in customer investment, we
expect a full-fledged recovery around the middle to latter half of next year.
As for FPD lithography equipment, due to sluggish smartphone sales, investment into smalland medium-size panel manufacturing equipment remained restrained. As a result, sales in
the third quarter and for the full year were and are projected to be below that of last year.
However, investment towards large-size panels used in ultra-high definition televisions and
other products remains solid and we are working to raise our market share capturing this
kind of demand.

Next, OLED vacuum deposition equipment.
We are seeing a steady shift from LCD to OLED panels and expect the use of OLED panels to
filter down to popularly priced smartphones as we move towards next year. Supported by
this expansion, customer demand for vacuum deposition equipment bottomed out in the
first half of this year and is now on a path towards recovery. We already have orders for
equipment to be shipped next year, and we are currently in full-fledge production. As for
vacuum deposition equipment, due to the long lead time between production and shipment
we apply the percentage of completion method. We have already started the production of
equipment that will be shipped next year which is partially contributing to sales this year.
We have been maintaining the overwhelming market share of our equipment, which garner
high praise from customers for their ultra-high precision technology and their ability to run
uninterrupted for long periods of time, made possible through a stable platform. Going
forward, we will also work to accelerate the development of equipment used in the
production of large-size panels, capturing the expanding use of OLED panels in televisions.
From a profitability perspective, we will work to reduce our cost-of-sales ratio even further,
cultivating comprehensive cost savings through the standardization of specifications in the
equipment design phase and reducing the time used to install our equipment at customer
sites through the standardization of assembly work.

Next, network cameras.
Even amid the strengthening trend of global economic slowdown, the market continues to
expand thanks to rising demand for security.
In developed countries, there is growing need for systems, particularly for large installations
such as city surveillance. Against this backdrop, we are expanding sales of our products in
the third quarter, which have strengths in high-resolution and high-sensitivity in low-light
situations, mainly in large projects that give priority to image quality. Our image processing
chip, which has a big impact on the image quality, was renewed in April and we have been
working to gradually incorporate this into our network camera lineup since May. These new
products are contributing to overall growth in sales.
In recent years, due to advances made in the cloud and other communication related
infrastructure, the construction of large-scale systems are not necessarily required. We are
now seeing an increase in small- to medium scale systems being introduced, which are
mainly being used by local governments and retail establishments. Until now, this has been
difficult due to cost considerations. In respond to this, we have added to our lineup, systems
that are packaged with cameras and software that can be easily set up by customers.
Going forward as well, we will work towards our aim of achieving market exceeding growth,
penetrating the market with these kind of new products and systems.

Inventory turnover at the end of September was 65 days, 3 days longer than it was at the end
of the same month last year.
In Imaging System, the level of camera inventory was high due to a slowdown in sales. We
will, however, work to improve the level of inventory by the end of the year, adjusting
production as we closely watch sales trends in the fourth quarter, the highest selling season.
As for Industry & Others, in order to expand sales from the fourth quarter, we have increased
our inventory of products such as semiconductor lithography equipment, where we see signs
of the memory market bottoming out, and network cameras, where we see continued
growth.

Compared with last year, investing cash flow is projected to increase, mainly due to the
construction of a new data center by our domestic sales company. Compared with our
previous projection, we lowered our outlook for operating cash flow, which is mainly a result
of expected lower profit and our review of inventory levels. At the end of the year, we expect
cash-on-hand to be 1.4 months of net sales, which is a level that still provides sufficient
liquidity.
Despite this, there is a need to improve cash flow in order to invest in future growth and
expand new businesses. For that reason, we will enhance existing businesses ability to
generate cash through cost reduction and expanded sales of new products that drive
performance. At the same time, we will promote further efficiency in working capital through
such initiatives as the optimization of inventory.
While our performance has been slow to recover due to the impact of the global economic
slowdown, sales of new products in core businesses are steadily increasing. Additionally,
even in this challenging business environment, new businesses continued to grow. This is
evidence that we are making progress in transforming our business portfolio, which also
supports the advancement we are making in improving our performance as we move
towards the fourth quarter. From this and the base we firmly secure by completing the
structural reform we are currently undertaking by the end of the year, we will work to realize
a full-fledged recovery form next year.

In the environmental area, one important theme is the realization of a low-carbon society.
The way we measure this is through lifecycle CO2 emissions improvement index per product.
By setting targets over the entire product lifecycle such as making products more compact
and light-weight, improving logistical efficiency, reducing the amount of energy used at
production sites, reducing the amount of energy consumed by products when in use as well
as promoting product recycling, we can manage improvement at each step through a single
indicator.
The numerical target of this index is an average yearly improvement of 3%. Using 2008 as
the base year, this means achieving a reduction of 50% by 2030. We keep track of this
indicator in our medium-term plan, which shows that we have exceeded our 3% target and
are actually achieving an average yearly improvement of 5%.
Going forward, we will continue to implement measures aimed at reducing CO2 in every step
of our business activities, including development, production, logistics, sales, and recycling.
Furthermore, by producing steady results every year, we will contribute to the realization of a
low-carbon society.

