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Disclaimer EPSON

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 first quarter
financial results of FY2006 explanatory presentation prepared in Japanese.
No reclassification nor rearrangement has been made.

Numerical values: Any portion of an amount less than the unit stated is disregarded.
Percentages: Rounded off to one decimal place.
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Reform Plan for Improving Earnings Potential EPSON
— Progress Report —

Epson Group

Mid-Range Business Policies

1 | Redefine & reinforce the business and product portfolio

Clarify customer segments and focus resources in strategic are//s

) | Reorganize the electronic device businesses

Integrate & reorganize sites & lines /

3 | Streamline costs

Use design-to-cost approach on new products for the shop;\)ing season

ssaJlbouad ul s|
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4 | Reform the governance system

Introduce a corporate executive officer system to clarify corporate mangement/

10} ue|d w0}y

oversight and operations, reduce the number of directors, reduce directqr terms to
one year and increase importance of annual performance evaluations

5 | Reform the corporate culture

We will all go back to the spirit of "Creativity and challenge,” "S&A," and "One Epson" as
we seek to radically boost earnings potential and ensure solid future growth.



First Quarter Financial Highlights EPSON

»\ersus the year-ago period

FY2005 FY2006 Change
1Q Actual %/Sales 1Q Actual %/Sales Amount % Change
(Billions of yen)
Net sales 340.1 - 322.0 - -18.1 -5.3%
Operating ) 4 o o )
income 5.0 1.5% 7.0 2.2% +12.0
Ordinary ) o )
Income 2.7 0.8% 6.3 2.0% +9.0
Net income 3.7 -1.1% 55  1.7%  +9.3 -
Quarterly _ _ _ _ )
nat income 7.0 2.1% 5.6 1.8% +1.3
-¥35.91 -¥28.92
X ¥107.69 ¥114.50
Q I
ctr Q)
= ¥135.57 ¥143.78




Quarterly Net Sales BBy business segment

(Billions of yen)
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EXCEED YOUR VISION

Other

Versus the
year-ago period

+0

Precision
Products

Versus the
year-ago period

-0.3

Electronic
Devices

Versus the
year-ago period

-7.9

Information

Equipment

Versus the _ 1 1 2

year-ago period

22.9
Qo D
S 9.1
o DO 147.0 19 8
20.4 8.0
20.0°
140.8 121.9
117.1 —
297.0 !
212.0 228.7 238.6 200.7
-1/.3 -20.3 -19.5 -15.3 -15.9
2005/1Q  2005/2Q  2005/3Q  2005/4Q  2006/1Q
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Quarterly Sales
» Information-related equipment segment

(Billions
212.0| 200.7|

of yen)
260 Versus the

EPSON

EXCEED YOUR VISION

-2.6

year-ago period

240 ® Front PRJ: Up on sustained
550 strength in business &
88 Versus the 3 8 home units
200 . a1 year-ago period +.
20.9 221' *7 %/Sales
180 : '05/1Q '06/1Q
160 PRJ 74% 85%
g';]/ igg" ézf ® |JP: Sales emphasizing
140 er ° 0 profitability
120 ® LP: MFPs up, but low-end
units down
100 18 ;//s;i?asg?ieriod -1 3 ' 5 -
3.6 170.0 ® BS: Sustained strength
80 %/Sales
60 '05/1Q '06/1Q
1JP 63% 61%
40 LP 15% 15% IJP:  Inkjet printer
BS 17% 18% MFP: MuItifun_ction printer (all-in-one)
20 SCN, other 5% 6% IL;)F;: Iéii?;elasgn;igtems
S A ) SCN: S
0 T Ve Eliminations PRI: Pfjjnggr
220 PTV: Projection TV
. o the imagi
2005/1Q 2006/1Q Endl information producte busmess

is known as the printer business



Quarterly Sales EPSON
» Electronic devices

(Billions ® Up on continued strength in

f | .
° »{ig) 1171 | 109.1 Quartz Devices mobile phones, etc.

Versus the +11.3 ® Up on Epson Toyocom
year-ago period -2~ contribution

120
11.8 /
° -Dr- i
100 543 23.1 | _ LCD-Dr: Up on improved model
- Semiconductors mix
Versus the ® S-LSI: Down on lower volume
80 22 .1 year-ago period '21
60
§ ® C-STN /MD-TFD /a-TFT:
w0 | 848 . L7PS volume down
rsu
665 year-ago period '180 )
® HTPS: Volume up
20
%l/Sales
, . . '05/1Q '06/1Q c-STN: Color STN LCD
0 -3.6 27 C-STN 16% 14% MD-TFD: Mobile digital thin-film diode LCD
MD-TFD 30% 29%, a-TFT: Amorphous-silicon TFT LCD
_ LTPS: Low-temperature polysilicon TFT LCD
-20 a-TFT 32% 33% HTPS: High-temperature polysilicon TFT LCD
2005/1Q 2006/1Q LTPS 10% 9% | cp-Dr: LCD driver
HTPS 12% 15% s.is1:  System LSI



Quarterly Selling, General and Administrative Expenses EPSON

EXCEED YOUR VISION

(Billions
of yen)
73.6| 77.8| 93.3| 84.2| 68.0|
100 5 (%/Sales) e
A 0 Q -
21.7% © Q 22.5% Other
20.5% 20.5% 21.1%
80 i Versus the _ _2 7
year-ago period .
48.8
Advertising
60 44 .7 49.1 EXPENSES
41.5 . ersus the
38.8 ://ear-agt:period -1.8
40 13.3 Sales promotion
6.6 / EXPENSES
5.9 5./ 10.3 3.0 4.0 Versus the 1 4
20 6.0 7.1 : 4.6 year-ago period ~ L.
| Salaries &
20.0 20.1 20.9 20.4 20.5 Wages
0 I I I I ' ;//s;i?;g?ieriod +0.5

2005/1Q  2005/2Q  2005/3Q  2005/4Q  2006/1Q




Quarterly Operating Income
» By business segment

(Billions
of yen)
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Semiconductor Business Structure Reform EPSON

- Progress Report —_ EXCEED YOUR VISION
Semiconductor business direction
Slim operations by reorganizing & ¢ Ensure profitability even without
repositioning the entire business sales growth
> Consolidate & reorganize ¢ Free hand to determine future
sites & lines - direction
FY2005 FY2006

- B > Al
End of March: _ _
-t | Closed Fab A July 1: OnlyjFab D in operation

Further improve
efficiency by
consolidating

production sites

N/ =) ~
{250 | EY2005: > @J I ) {2151

> | Allocation for o
restructuring costs July 1: Made wholly-owned subsidiar
g y y

Final decision in the 1st half.
B FY2005: Currently exploring options
One-time write-off such as business cooperation/
v ransfer to another par

10



Operating Income Fluctuation Cause Analysis

(Billions of yen)

EPSON

EXCEED YOUR VISION

7.0

Other
Price +7.7
+6.5 fluctuations 13
-5.0 +3.7 +39.6 —dL.
0
Change in _S.G.A.
sales volume INCrease
Impact of
exchange rate
fluctuations
Cost
-44 2 fluctuations
Operating
income o '
¥12.0 billion increase >

2005/1Q
11

Operating
income

2006/1Q




Statistics of Balance Sheet Items

Total assets

EPSON

EXCEED YOUR VISION

1,500
1,000
500 1,197.6 1,207.0 1,298.2 1,325.7 1,277.9
0 | | | |
g?iygon”f End of March End of March End of March End of March End of June
2003 2004 2005 2006 2006
Inventories
200
0 | | | |
g'?iyjaonfss End of March End of March End of March End of March End of June
2003 2004 2005 2006 2006
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Statistics of Balance Sheet Items

EPSON

EXCEED YOUR VISION

Interest-bearing liabilities & ratio of interest-bearing liabilities

800 51.0%
37.9% 30 4% 32.4% 33.2%
#00 610.9 o o
: 457.5 395.2 429.6 424.3
0 | | | |
(Veons End of March  End of March End of March End of March ~ End of June
2003 2004 2005 2006 2006
Shareholder's equity & equity ratio
() (o) (0) (0)
600 ST 34.3% 36,4% 35,8% 36.2%
400 O/
: 474. :
200 581 .3 414 .3 472.8 5 462.7
0 | | | |
g?iygonn)s End of March End of March End of March  End of March End of June
2003 2004 2005 2006 2006

The definition of shareholder equity changed due to changes in accounting standards.
End of June 2006: Shareholder equity = total net assets - minority interests in subsidiaries
Would be ¥463 billion using the old calculations

13
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FY2006 Business Outlook

FY2005

(Billions

Of yen) ACtua| 0/0
\EEEIIS 1,549.5 -
Operating .
income 257 1.7%
Ordinary .
income 279 1.8%
tekicig  -20.0 -1.3%
Net “1 7%
Income _17.9 1-2/0
EPS -¥91.24

_ X |USD [REBENS!

Q I

T35

Q = Y137.86

15

4/25
Outlook

1,555.0
40.0
40.0
33.0

14.0

¥71.30

¥112.00

¥135.00

FY2006
% Gutiook
- 1,555.0
2.6% 40.0
2.6% 40.0
2.1% 33.0
0.9% 14.0
¥71.30
¥110.00
¥139.00

%

2.6%

2.6%

2.1%

0.9%

EPSON

EXCEED YOUR VISION

Change
(amount, %)

Vs. 4/25
Yoy outlook

+5.4 -
+0.4% -

+14.2 -
+55.3% -

+12.0 -
+42.9% -

+53.0 -

+31.9 -



FY 2006 Business Outlook (Net Sales)

» By business segment

(Billions|  Full-year net sales (Billions
of yen) of yen)
1800 1,549.5| 1,555.0| 1,555.0| /| Other
Year-on-year +6.0
, Vs. previous
1,600 329 390 390 -
85.7 90.0 90.0 outlook
1,400 — | Precision
Products
1,200 526.9 550.0 550.0 Year-on-year 44,2
Vs. previous _
outlook
1,000
—— | Electronic
800 Devices
Year-on-year +23.0
Vs. previous _
600 outlook
976.4 ] _
400 248.0 i - Information
Equipment
200 Year-on-year -28.4
Vs. previous _
outlook
* =725 ~72.0 72.01~
Eliminations
-200
FY2005 FY2006 FY2006
Actual Previous Current
outlook outlook

16
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100

-100

EPSON

EXCEED YOUR VISION

Half-year net sales

706.o| 706.0| 849.o| 849.0|

200 200
45. 45. 299.0 299.0
?51.0 251.0
519.0 519.C
429.0 429.0
£39.d £39.0 E33 =33
1H 1H  2H  2H

Previous Current Previous Current

Outlook Outlook Outlook Outlook




Net Sales Outlook by Business

» Information equipment segment

Year-on-year

Vs. previous
outlook

-4.3

(Billions
of yen)

550

500

Year-on-year

Vs. previous
outlook

450

400

350

Year-on-year

V/s. previous
outlook

300

250

200

150

100

50

(Bilions|  Full-year net sales
of yen)
w00 | 976.4 | 948.0 | 948.0/
1,000
8.3 34.0 34.07
900 104.6
107.0 107.0]
800
700
600
500
d
a0 —|840.0 808.0 808.0
300
200
100
|
0 65 ——- —
-100
FY2005 FY2006 FY2006
Actual Previous Current
17 outlook outlook

Eliminations

EPSON

EXCEED YOUR VISION

Half-year net sales

429.o| 429.0| 519.o| 519.0|

18.3

18.3

55.4

55.4

15.6

15.6

51.5

51.5

362.4

362.4

A445.5

445.5

-50

1H

-U.6

1H

2H

2H

Previous Current Previous Current
Outlook Outlook Outlook Outlook




Net Sales Outlook by Business
» Printer business

(Billions|  Full-year net sales
of yen)
840.0 | 808.0 | 808.0
900 /
50/ /
800 0 50/, 5% | —
16%
700 17% 17%
600 14%
15% 15%
500
400
300 65% 63% 63%
200
100
0
FY2005 |;Y20_06 FY2006
revious C t
18 Actual outlook otltrlz)eg‘k

(Billions
of yen)

Scanners, other

EPSON

EXCEED YOUR VISION

Half-year net sales

362.4| 362.4| 445.5| 445.5|

500
Business 450 507 59
systems
400
» Increase in large 16%| [16%
orders of non-receipt 5, 5% 5%
units for the American o o
distribution market 55, |19% |19% [15% [15%
Laser printers 250 116% [16%
200
» Concentrate on A3
color, MFP, and 150 64% 64%
workgroup printers 60% |60%
100
Inkjet printers >0
» MFP/photo markets  °
expand 0
> Limit models with '
low PV 1H 1H 2H 2H

Previous Current Previous Current
Outlook Outlook Outlook Outlook




Net Sales Outlook by Business EPSON

»Visual instruments business

(Billions|  Full-year net sales (Bilions| Half-year net sales
of yen) of yen)
104.6 | 107.0 | 107.0 | 51.5| 51.5| 55.4| 55.4
Other
110 60
/
100 55
18% 17% 17%/’ Projection TVs 50
90 . . 120/0 120/0 210/0 210/0
w | 8% 7% 7% > Focusonfinished 45 F_o4 o
(0}
products for the 20 6% 6%
70 Japanese market

: .

50 )
» Market expansion 25
40 » Expansion of 20 g1 |81 /3% [73%
20 76% 76% volume zone 0 °
» Differentiation 15
74%
20 of products 10
10 5
0 0
FY2005 FY2006 FY2006 1H 1H 2H 2H
. Previous Current Previous Current
Previous Current

Actual Outlook Outlook Outlook Outlook

19 outlook outlook



Net Sales Outlook by Business
P Electronic devices segment

550.o| 550.0 ][ Quartz Devices

(Billions
of yen)

Year-on-year +27.3 | 350
Vs. previous

EPSON

EXCEED YOUR VISION

Half-year net sales

251.o| 251.0| 299.o| 299.0|

(Bilions|  Full-year net sales
of yen)
600 | 526.9]
550
500 70.6 98.0 98.0
450
102.6
400 106.0 106.}/
350
300
250
200
368.3 362.0 362.0
150
100
50
0 160 160
-50
FY2005 FY2006 FY2006
Actual Previous Current
outlook outlook

20

outlook
300
Semiconductors 49.6 49.6
Year-on-year +3.3 | 230
Vs. previous - 48.3 48.3 55.3 55.3
outlook
200 50.6
50.6
150 i
Year-on-year -6.3 202.7 |202.7
V's. previous ' 159.21 [159.2
outlook - 100
50
0 =23 =73 S 95
Eliminations
-50
1H 1H 2H 2H

Previous Current Previous Current
Outlook Outlook Outlook Outlook




Net Sales Outlook by Business »Display business EPSON

(Billions Half-year net sales

Bill _
(Bilions| Full-year net sales g s

of yen)
368.3| 362.0 | 362.0| » Projection market 159.2| 159.2| 202.7| 202.7|
expansion
400 » Consolidate some 220
Suwa Minami
350 | roduction at Chitose 200
12%
300 13% > Drive growth in high-
’ 90/0 90/0 resolu%on LCDS g 160 100/0 100/0
140 14% 14%
250 -
» Expanding market 120
200 33% 40% 40% demand 11% 41%
> Promote switch to 100 4104  |41% -
smaller panels
150 80
100 23% 23% » Capture additional w0 |24% 249, 21% 21%
demand
50 20
C-STN
14% 13% 13% 14%, (14% [13% [13%
. > Lower prices lead to 0
additional demand 1H 1H 2H 2H
FY2005 FY2006 FY2006 i i
Previous Current due to upgrades from Previous Current Previous Current



FY 2006 Business Outlook (Operating Income) EPSON
» By business segment

(Billions [Full-year operating income (Billions|Half-year operating income
of yen) of yen)
. . — . . . 2.0 38.0 .
20 25.7 | 40.0 | 40.0 Eliminations 2.0 | | | 38.0|
6 / 70
40 T Precision
10 6 Products 60
50 09
7 3 Year-on-year +1.6 o
Vs. previous -
40 outlook 3.0 3.0
40 8.0 8.0
30 Electronic
52.0 52.0 Devices 30
45.0 Year-on-year +10.7
20 V/s. previous - | 20 37.0 37.0
outlook A A
0 —— | Information 10 - N
. Equipment 15.0 15.0
0
Year-on-year +6.
_9'7 Vs_ previzus 6 9_ '7.0 _7.0 '10.0 '10-0
-10 -17.0 '17-Q\ outlook -10 —{-7.0 -7.0
-12.7 \
-20 Other -20
y Year-on-year -4.2 | -30
B Vs. previous -
FY2005  FY2006  FY2006 outlook 1H 1H 2H 2H
Previ C Previous Current Previous Current
Actual revious urrent Outlook Outlook Outlook Outlook

22 outlook outlook



Outlook for Capital Expenditure and EPSON
Depreciation & Amortization Expenses
Capital Expenditures
200 r
T 151.2
74.4 68.7 ' 112.5 100.0
O | | |
(Billions
of yen) FY2002 FY2003 FY2004 FY2005 FY2006
(Outlook)
Depreciation and Amortization Expenses
200 r
100
125.8 110.3 104.2 109.3 103.0
O | | |
(Billions
of yen) FY2002 FY2003 FY2004 FY2005 FY2006
(Outlook)

23




Free Cash Flow Outlook EPSON

(Billions of yen)

200 r
182.6
159.5 117.3 162.4 1411
/O\ .
100 - 117.4
7 T~ 63.0
51.5 \O\
O/ \ 22.2 30.0
\07 40
0 | | | | |
-65.3
_ -95.2
100 [ -107.9 99.3 -111.1
[ 1Cash flow from investment activities
-200 ¢ [1Cash flow from operations activities
—0—- Free cash flow
-300 -
FY2002 FY2003 FY2004 FY2005 FY2006
(Outlook)

24



Main Management Indicators EPSON

(%)
14.0

12.0
10.0
8.0
6.0
4.0
2.0
0.0
-2.0
-4.0

-6.0

25

12.6

—O0—ROA: Ordinary income/Total Assets (avg. balance)

—0—RO0S: Ordinary income/net sales -8.8
—O0—ROE: Net income/shareholder's equity (avg. balance)
FY2002 FY2003 FY2004 FY2005 FY2006

(Outlook)



Reform Plan for Improving Earnings Potential EPSON
— Progress Report —

Epson Group

Mid-Range Business Policies

1 | Redefine & reinforce the business and product portfolio

Clarify customer segments and focus resources in strategic are//s

) | Reorganize the electronic device businesses

Integrate & reorganize sites & lines /

3 | Streamline costs

Use design-to-cost approach on new products for the shop;\)ing season

ssaJlbouad ul s|
jenuajod sbuiuieg buiroaduwij

4 | Reform the governance system

Introduce a corporate executive officer system to clarify corporate mangement/

10} ue|d w0}y

oversight and operations, reduce the number of directors, reduce directqr terms to
one year and increase importance of annual performance evaluations

5 | Reform the corporate culture

We will all go back to the spirit of "Creativity and challenge,” "S&A," and "One Epson" as
we seek to radically boost earnings potential and ensure solid future growth.
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