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EPSON

EXCEED YOUR VISION

Disclaimer

When reviewing this information, please note that the information was created as of the
date of the information, should be considered in the context of the circumstances
prevailing at that time and is only correct as of that date. The information contains
certain forward-looking statements that are subject to known and unknown risks and
uncertainties that could cause actual results to differ materially from those expressed or
implied by such statements. Such risks and uncertainties include, but are not limited to,
the competitive environment, market trends, general economic conditions, exchange rate
fluctuations and our ability to continue to timely introduce new products and services.

This report is a simple translation of the Japanese version of the explanatory presentation.
No reclassification nor rearrangement has been made.

Numerical values

All numbers are rounded to the nearest unit.
All percentages are rounded off to one decimal place.



1. Overview



Half-Year Financial Highlights
»Net sales (by business segment)

EPSON

EXCEED YOUR VISION

Consolidated total

Year-on-year +36.7
Vs. 9/21 outlook =5.7

Other

Year-on-year 1.7
Vs. 9/21 outlook +0.2

Precision instruments

Year-on-year -0.8
Vs. 9/21 outlook -0

Electronic devices

Year-on-year +37.2

(Billions of yen)  683.4 | 726.0 | 720.2 '|
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Vs. 9/21 outlook -0
Information-related
equipment

Year-on-year +6.2

Vs. 9/21 outlook -3.2

Eliminations




Half-Year Financial Highlights
» Operating income (by business segment)

(Billions of yen)
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Consolidated total

Year-on-year -59.8
Vs. 9/21 outlook +1.5

Precision instruments

Year-on-year -1.7
Vs. 9/21 outlook +0

Information-related
equipment

Year-on-year -15.8
Vs. 9/21 outlook +0.5

Electronic devices

Year-on-year -40.2
Vs. 9/21 outlook +0.9

Other

-2.1
-0.3

Year-on-year
Vs. 9/21 outlook




FY2005 Business Outlook
»Net sales (by business segment)

Full-Year Net Sales

(Bilions 11,479.7|1,618.0/ 1,618.0|
1,800
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Half-Year Net Sales
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FY2005 Business Outlook
» Operating income (by business segment)

(Billions
of yen)
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Half-Year Operating Income
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Operating Income (Actual and Outlook) EPSON

EXCEED YOUR VISION

Operating income Operating
(Billions of yen) margin
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Achieving the Second-Half Outlook EPSON
» Information-related equipment

Key second-half actions €(epsoncolor | PuRAye

€ Expand sales of new inkjet printer products
v Smooth start & on-time launches in US, Europe & Japan
v Roll out powerful sales promotions tailored to specific regions
v' Expand sales of ink cartridges
€ Bolster the European inkjet printer business
v' Drive a pan-European strategy in combination with
country-specific strategies
v Improve model mix by accelerating the shift towar
all-in-ones and expanding sales of direct-print photo models
v Increase the ratio of genuine Epson ink cartridges s
@ Roll out color laser all-in-ones globally %
v Achieve low-cost, maintenance-free products &
penetrate the low-end office copier market
v Expand sales of toner cartridges =

. Color Lagéé-_MFP
€ Drive down costs and expenses AcuLaser CX11N/LP-A500

Photo Direct MFP
d Stylus Photo RX520




Achieving the Second-Half Outlook EPSON
» Electronic devices

Key second-half actions

® Display business
v C-STN, MD-TFD: Further streamline highly efficient operations
v a-TFT, LTPS: Reduce costs ahead of market price trends and B
create high added-value products by accelerating the
development of differentiated technology
v HTPS: Strengthen cost competitiveness and introduce new
technologies (inorganic alignment layer, etc.) early Chfohnf:;‘:ig“fco
€ Semiconductor business
v" Pursue low-cost operations and capture potential orders

€ Quartz device business O EPSON TOYOCOM

v" Roll out "No. 1" strategy with October start of operations at

Epson Toyocom
v' Leverage synergies to overwhelm rivals in timing devices




Steps Toward Recovery EPSON

Keys to achieving the second-half plan

Information-related

S[cleigegl[Re[SVI Reduce costs in pace with market price trends

Achieve planned volumes, esp. in IJP

Key strategies for the second half of FY2005

B Implement measures to solidly improve profitability
» Drive cost reduction initiatives from all angles in each business
» Reduce fixed costs & carefully select investments

Recovery & growth strateqy for FY2006 and beyond

B Review and revise the medium-range business plan (Action07)
» Implement structural changes to enhance resistance to changes
in operating environment and maintain continuous profitability.
» Adhere to Action07 targets but rework plans to rebuild the
business and restart growth.
= Present plans when 3Q results are announced (in late January)
= Present the medium-range business plan in mid March
10
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First Half Financial Highlights

FY2004
(Billions of yen) Actual %
Operating .
Ordinary .
before income taxes
EPS 201.02
yen
109.86
Exchange yen
rate 133.32
yen

12

9/21

outlook

726.0

4.5

7.0

5.0

A2.0

yen

yen

yen

FY2005

% Actual %

- 720.2 -

0.6% 6.0 0.8%

1.0% 88 1.2%

0.7% 7.6 1l.1%

-0.3%  A1l.1 -0.2%

A5.91

yen

109.48

yen

135.65

yen

EPSON

EXCEED YOUR VISION

Change
(amount & %)

Vs. year Vs. 9/21
ago outlook

+36.7 -5.7
+5.49 -0.8%

-59.8 +1.5
-90.9% +33.4%

-54.8 +1.8
-86.1% +26.8%

-51.8 +2.6
-87.1% +54.0%

-40.6 +0.8
-102.9% 4+42.0%
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Financial Highlights (2Q)

(Billions of yen)

Net sales

Operating
income

Ordinary
income

Net income

before income taxes

Net income

USD
Exchange

rate
EUR

FY2004

2Q

350.5
33.1
32.0
30.1

21.8

109.96

yen

134.37

yen

%

9.5%

9.1%

8.6%

6.2%

FY2005

2Q
380.1
11.0

11.6

11.4

5.8

111.28

yen

135.72

yen

%

2.9%

3.1%

3.0%

1.5%

EPSON

EXCEED YOUR VISION

Change
Amount %
+29.5 +8.4%
-22.0  -66.7%
-20.4  -63.7%
-18.7  -62.1%
-15.9  -73.1%
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Quarterly Net Sales
» By business segment

EPSON
Other
Versus the
year-ago period + O
Precision
Instruments
Versus the -0 3

year-ago period

Electronic Devices

Versus the
year-ago +27.2

period

Information-related
Equipment

Versus the
year-ago period + 6 . 6

(Billions
of yen) 350.5| 429.6| 366.6| 340.1 | 380.1
450 —
204
400 8.3
g2 6. e 2o
350 2.8 137.9 SN
300 123.9 140.8
250
200
150 279.4
100 222.0 232.C 212.( 228.7r
50
0 =163 =15.7 = -15.2 173 20.3
-50
2004/2Q  2004/3Q  2004/4Q  2005/1Q  2005/2Q

Eliminations




Quarterly Net Sales Comparison
»Information related equipment

(Billions of yen)
260

240

222.0|

220

13.0

200

21.0
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191.8

228.7

9.6 °

25.6

PC and other

Versus the
year-ago period

-3.3

EPSON
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Versus the

194.9

® PR]: Up on sharp rise in
business PR] volume,
despite lower prices.

® PTV: Up on higher
volume in both finished
products & OEM optical
engines.

O |

I
(1)
(00]

-20

2004/2Q

15

on

2005/2Q

year-ago period +4.6
% sales

'‘04/2Q '05/2Q

PRJ 79% 71%

PTV 1% 13%

Other 20% 16%

Imaging &
information
Versus the

year-ago period +3.0
% sales

'‘04/2Q '05/2Q

1JP 64% 62%

LP 13% 15%

BS 17% 18%

SCN, other 6% 5%

® [JP: Down on lower all-in-
one ASPs & lower SFP
volume, despite volume
rise in MFPs & consumables

® | P: Up on higher volume in
printers & consumables

® BS: Up on improved SIDM
model mix & higher volume

Eliminations

1JP: Inkjet printer

SFP: Single-function printer

MFP: Multifunction printer (all-in-one)
LP: Laser printer

BS: Business systems

SIDM: Serial-impact dot matrix printer
SCN: Scanner

PRJ: Projector

PTV: Projection TV

AU: Amusement unit



Quarterly Net Sales Comparison
P Electronic devices

(Billions of yen)
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113.6|

140.8|

13.7 '

Quartz Device

Versus the
year-ago period

+0.3

Semiconductor

EPSON

EXCEED YOUR VISION

® Up on improved model mix
due to higher volume in high
added-value products

® | CD-Dr & S-LSI: Down on
lower volume and lower ASPs

Versus the
13.4 26.9 year-ago period -7.9
%sales
'04/2Q '05/2Q
34.8 LCD-Dr. 31% 32%
S-LSI 38% 31%
Other 31% 37%
104.5
Versus the
71.2 year-ago period +332
%sales
'04/2Q '05/2Q
C-STN 31% 13%
-5.9 -4 3 'MD-TFD 45% 29%
a-TFT - % 33%
LTPS - % 13%
HTPS 24% 12%
2004/2Q 2005/2Q

Eliminations

® C-STN: Down on lower ASPs
& lower volume

® MD-TFD: Down on lower ASPs,
despite higher volume

® a-TFT & LTPS: Net gain from
new operations

® HTPS: Recovering from
inventory adjustment cycle,

but down on lower volume &
ASPs

M-STN: Monochrome STN

C-STN:  Color STN

D-TFD: Digital thin-film diode

HTPS: High-temperature polysilicon TFT
LCD-Dr: LCD driver

S-LSTI: System LSI

MGE: Mobile Graphic Engine

PRJ: Projector

PTV: Projection TV




Quarterly Selling, General and Administrative Expenses =~ EPSON

EXCEED YOUR VISION

(Billions

ofvem — 75.0|  89.0| 85.4| 73.6| 77.8
Q
100 (Yosales)
X . 53 39 e Other
Q Vs. the year-
O .
w0 21.4% 20.7% 21.7% 20,50, ago period +2.1
mll Advertising
EXPENSES
46.4 Ve th
. s. the year- _
60 e 44 7 ago period 0.1
42.6 41.5 '
Sales promotion
40 expenses
11.7 Vs. the year-
8.9 | ago period +0
5.8 5.9 5.7
9.9 8.6 6.0 7.1 /
20 Zol ' ' Salaries and
WETe[SS
19.3 20.8 20.1 20.0 20.1 Vs. the year-
ago period +0.7
0 L | | | | |

2004/2Q 2004/3Q 2004/4Q 2005/1Q 2005/2Q
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Quarterly Operating Income EPSON
By business segment

(e 331 | [309] | 58] 5.0 | 11.0|

25
20.4 B Info_rmati(%n-related
' equipmen
20 18.0 ] Vs. the year-
ol ago period -5.1
15 | | 13.5
B Electronic
10 10.0 devices
Vs. the year- _15 4
5 4.2 ago period
y FAL. Precision
" jU | Olj | ' |7 0.1 . , | instruments
- E Vs. the year-
-2.6 U 0. J u ago period -0.4
E ' -3.7 4.1 -3.4 -3
-5.6
10 Other
5 Vs. the year- _
-15 "12.1 ago period 1.1
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Operating Income Fluctuation Cause Analysis EPSON

Price
+9.2 fluctuation

(Billions of yen)

+1.2
33.1

Change in
Impact of sales volume

exchange rate
fluctuations

S.G.A.

+9.9 increase

Other 11.0

-2.1 1.3

Cost

0 -38.9 fluctuastions
income Income decreased by 22 billion yen — IRESULS
2004/2Q 2005/20

19



Statistics of Balance Sheet Items

Total Assets

1,500
1,000
500

(Billions
ofyen) 0

1,241.6

1,197.6

1,207.0

1,298.2

EPSON

EXCEED YOUR VISION

1,374.5

End of March

2002

Inventories

200

100

173.0

End of March

2003

167.4

End of March

2004

155.8

End of March

2005

176.6

End of

September 2005

223.4

0 L
(Billions
of yen)

20

End of March

2002

End of March

2003

End of March

2004

End of March

2005

End of September

2005



Statistics of Balance Sheet Items

EPSON

EXCEED YOUR VISION

Interest-bearing liabilities & ratio of interest-bearing liabilities

800 4860/0 510% 5
Qe— 37.9% 30.4% 32.7%
400 603.3 610.9 o
' ' 457.5 395.2 449.0
0 L
(Billions End of March End of March End of March End of March End of
of yen) 2002 2003 2004 2005 September 2005
Shareholder’s equity & equity ratio
600 34.3% 36.4% 34.9%
22.6% ZV J —Q
400 = 472.8 479.4
200 280.3 281.3 414.3 ' '
0 L
(Billions End of March End of March End of March End of March End of

of yen)

21

2002

2003

2004

2005

September 2005




FY2005 Business Outlook EPSON

Change
FY2004 FY2005 (amount & %)
Vs. .
(Billions of yen) Actual o QS{I%)(ljk / gtllgli;)egl;c o Saégar \(/)S;Jtl?)/ozk1
i _ _ +138.2 _
EEEIES 1,479.7 1,618.0 1,618.0 +9.3%

Operating 909 6.1% 440 2.7% 440 2.7 % ~46.9 -

Income -51.6%
Ordinary . . . -40.3
Income 853 5.8% 450 2.8% 450 2.8 % ~47.39, =
Net Income 0 0 o -35.6 _
Before income taxes 73'6 5'0/0 38'0 2'3/0 38'0 2'3 L '48.40/0
ERUR 556 3.8%  22.0 14w 220 14w o o -
283.60 112.04 112.04
o 107.55 - 109.00
o yen yen yen
B 5 135.19 - 134.00
) yen yen yen

22
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Sales Outlook by Business
» Information related equipment segment

(Billions

Full-Year Net Sales

ofyen) ' 946.0 | 1,010.0| 1,010.0|

1,100

1,000
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48.5 108.0 108.0
90.7 \L
820.3 870.0 870.0

-

-100

-13.6 -7.0 -7.0

FY2004 FY2005 FY200

5

actual 9/21 Current
outlook outlook

EPSON

EXCEED YOUR VISION

Half-Year Net Sales

(Billions

PC, other

00

Year-on-year

-9.5

Vs. 9/21 outlook  +(Q

550

500

Year-on-year

+17.2
Vs. 9/21 outlook  +(

450

400

350

300

Imaging &

Year-on-year

+49.6

Vs. 9/21 outlook  +0

200

150

Eliminations

100

50

0

-50

of yen) 440.7 | 569.2 |

20.4
61.3
18.5
46.6
491.4
378.5
-2.9 -4.0

FY2005 FY2005
1H 2H

actual outlook




Net Sales Outlook by Business
»Image & information business

(Billions

of yen)

900

800

700

600

500

400

300

200

100

Full-Year Net Sales

820.3 | | 870.0 | 870.0/|

i

—

5% 5%/
5%

15% 15%
16%

15% 15%
14%

0 0

65% 65% 65%
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FY2004 FY2005  FY2005

Actual 9/21 outlook Curren

t

outlook

Business systems

e

TM-L90
label printer

Laser printers

—
e

‘l: LP-M5500
= multifunction color
M laser printer
1--_ -

b |

B Inkjet printers

(41:} =

2
- SNy

PM-A950

Cture
reenal phal

EPSON
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Half-Year Net Sales

Scanner, other (Bilions | 359 | 491 .4 |

of yen)
500
4%
450 14%
400
(o)
350 5% 15%
17%
300
15%
250
200
67%
150
63%
100
50
0
FY2005 FY2005
1H 2H
actual outlook



Net Sales Outlook by Business
»Visual Instrument business

Full-Year Net Sales

(Billions
of yen)
90.7 | 108.0 | 108.0 |
120
100 /7
18% 18%
80 25% 12% 12%
39%
60
¥
40 2920 70% 70%
20
0
FY2004 FY2005 FY2005
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Actual 9/21 outlook Current

outlook

EPSON
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Half-Year Net Sales

Giyens | 46.6 | 61.3 |

Other

Projection TVs

LIVINGSTATION
ELS-57S2

EMP-TWD1 home projector
with built-in
DVD player and speaker system

e

EMP-755 mobile projector

70

60

50

40

30

20

10

20%
16% 11%
12%

68%
72%

FY2005 FY2005
1H 2H
actual outlook



Net Sales Outlook by Business
P Electronic device segment

Full-Year Net Sales

(Billions
TV 1 482.6 | 555.0 | 555.0 | [SRClpeAEYEES
600
50 Year-on-year +18.1
68.0 68.0 Vs. 9/21 outlook +0
500
49.8 . :
450 109.0 109.0] Semiconductors
400 14394 Year-on-year -30.4
350 Vs. 9/21 outlook +0
300
150 /7 Displays
200 393.0 393.0 Year-on-year +76.1
150 316.8 Vs. 9/21 outlook io
100 Eliminations
50
0 93.4 150 150
-50
FY2004 FY2005 FY2005
Actual 9/21 Current
26 outlook  outlook

EPSON
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Half-Year Net Sales

(Billions

350

300

250

200

150

100

50

-50

of yen) 257.9 | 297.0|

42.3

25.6

57.7
51.2

189.1 203.8

D

1
(00}
I

O]
ucy

(

FY2005 FY2005
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Net Sales Outlook by Business
»Display business

(Billions

of yen)

400

350

300

250

200

150

100

50

Full-Year Net Sales

316.8 | 393.0 | 393.0 |

—
12% 12%

.

5%

14% 35% 35%

25% /F_
13% 13%

37% /-
27% 27%

-
19%, 13% 13%

FY2004 FY2005 FY2005
Actual 9/21 Current

outlook outlook

LTPS-TFT

a-TFT

C-STN

MD-TFD

HTPS-TFT

EPSON
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(Billions
of yen)
220

200
180
160
140
120
100
80
60
40

20

Half-Year Net Sales

189.1 | 203.8 |
13%

12%

329 37%

14% 12%

29% 26%

12% 13%

FY2005 FY2005
1H 2H

actual outlook




Outlook for Capital Expenditure and

200

100

0

(Billions of yen)

200

100

0

. L EPSON
Depreciation & Amortization Expenses
Capital Expenditures
74.4 68.7
FY2001 FY2002 FY2003 FY2004 FY2005
Current outlook
Depreciation and amortization expenses
129.1 125.8 110.3 104.2 113.5
FY2001 FY2002 FY2003 FY2004 FY2005

(Billions of yen)
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Free Cash Flows Outlook

(Billions of yen)

200

100

-100

-200

-300

29
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182.6 162.4
151.2 159-5 .
| | | \Q |
-65.3
-99.3
: -12;@/ -107.9 -117.4
[ 1Cash flow from
investment activities
- 1 Cash flow from
operations activities
-O@—-Free cash flow
-278.3
FY2001 FY2002 FY2003 FY2004 FY2005
Current
outlook



Main Management Metrics EPSON

15.0 _—o— ROA: Ordinary income/Total assets (avg. 12.6
balance)
—0—ROS: Ordinary income/net sales 10.9
10.0 ~—Oo—ROE: Net income/Shareholder's equity
(avg. balance)
4.6
5.0
3.3
2.8
0.0 1.5 ,
(%)
-5.0 r -6.
-10.0 -
FY2001 FY2002 FY2003 FY2004 FY2005
Current

outlook






