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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 third 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.




1. FY2006 3Q Financial Results

s Outlook

N
11
.\/
N
-
-
@)
0d
-
9
=
(D
Q)

EXCEED YOUR VISION



Status of Core Businesses

3rd Quarter
Summary

Continued emphasis
on profitability; printer
volume down on
previous year;
consumables volume
up slightly

Inkjet printers

Small- & mid- Revenue and profit
sized LCDs down on sluggish
orders and drop in

competitiveness

EPSON

EXCEED YOUR VISION

Key Strategies from
4th Quarter Onward

Pursue consumer segment
and also focus on business
and industrial segments

Efforts to dramatically
improve profitability &
respond to sudden changes
in environment




Third-Quarter Financial Highlights EPSON

FY2005 FY2006 Change
(Billions of yen) 3Q actual % 3Q actual % Amount % change
Net sales 455.1 - 396.7 - 58.4 | -12.8%
operating 17.1  3.8% 5.3  6.4%  +8.2 +48.1%
Ordinary 17.9  3.9% 241 6.1% +6.2 +34.6%
Net income 12.2 2.7% 23.8 6.0% +11.6 +95.2%
Quarterly 9.0  2.0% 13.5  3.4% +4.4 +48.8%
¥117.35 ¥117.82

¥139.44 ¥151.94




Quarterly Net Sales BBy business segment ~ EPSON

(Billions of yen)

455.1 | 374.2| 322.0| 355.3| 396.7|

500 Other
450 22.9 e e od -0.6
6.9
400 91 22.6.—| Precision
147.0 19.8 27646 Products
350 — . )
200”0 113.1 ://:aij:gtohieriod '03
300 121.9
109.1 121.8 \ Electronic
250 . Devices
200 ;//:;i?:gt:%eriod_ 33.9
150 297.0 269.9— | Information
100 238.6 500.7 217.2 Equipment
50 ://:;ij:gt:?aeriod_27' 1
0 g5 =53 = =159] = 72 = 59— .
Eliminations
-50

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



Quarterly Net Sales Comparison EPSON
P Information-related equipment segment

Billions
of yen) 297.0|  269.9|[ | Other
8.7

| V th |
300.0 O y:;ij:go Taeriod -2.1
280.0
60,0 30.5 651 ® Front PRJ: Sales of
' 8.3 / Versus the 5 1 business models remained
240.0 year-ago period ) strong
% sales
220.0
‘05/3Q '06/3Q
200.0 PRJ 74% 86%
1800 PTV 50/0 30/0 ]
Other 21% 11% | ®IJP: Marketing efforts
160.0 emphasized profitability
140.0 Eaie ® | P: Emphasized models
120.0 ' 2351 Versus the 544 with high PV & profitability
100.0 yearago period ®BS: TM & SIDM remained
% sales strong
80.0 ‘05/3Q '06/3Q
60.0 1JP 68% 67%
LP 13% 12% IJP:  Inkjet printer
40.0 BS 14% 16% LP:  Laser printer
20.0 SCN, other 5% 5% e Tormivel module
| s ] A 4 | SIDM: Serial-impact dot matrix printer
0.0 =8 =0T SCN: Scanner
T : PRJ:  Project
-20.0 Eliminations PTV: P:g;:Et?orn TV

2005/3Q 2006/3Q



Quarterly Net Sales Comparison EPSON

P Electronic devices segment

EXCEED YOUR VISION

Billions
Styen) |147.0  113.1]

® Sales of products for the
mobile phone, PC, and
digital camera markets
remained strong

® | CD-Dr/S-LSI: Volume &
ASPs down

® C-STN/a-TFT: Volume up,
ASPs down vs. year-ago

® MD-TFD/LTPS: Volume &
ASPs down

® HTPS: Volume up, ASPs
down

160.0 Quartz Devices
Versus the . +2.4
140.0 22 .4 year-ago period
120.0 Semiconductors
al/ed / Versus the
100.0 24.8 year-ago period -2.9
80.0 24.5 /
Versus the
_ 4 =32.5
60.0 year-ago period
100.7 % sales
40.0 '05/3Q '06/3Q
68.2 C-STN 11% 14%
MD-TFD 25% 22%
20.0 a-TFT 37% 40%
LTPS 16% 7%
. . . HTPS 11% 17%
0.0 37 25
220.0 Eliminations

2005/3Q 2006/3Q

C-STN:  Color STN

MD-TFD: Mobile digital thin-film diode
a-TFT: Amorphous-silicon TFT

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

S-LSI: System LSI




Quarterly Selling, General and Administrative Expenses EPSON

EXCEED YOUR VISION

(Billions
of yen) 93.3| 84.2| 68.0| 72.4| 85.1 |
(% sales)
100
20.5% ° . -
22.5%
20.4%
80 Vs. the year-
ago period -3.8
48.8
44.9 Advertising
60 49.1 expenses
41.3 Vs. th -
38.8 ago period =2.9
40
13.3 1031 /— Sales promotion
6.6 e ' expenses
4.0 - Vs. the year-
20 N 8.0 4.6 5.9 8.4 ago peri%d ' -1.9
20.9 20.4 20.5 20.2 21.37 Salaries & wages
0! | ! ! ! | Vs. the year- +0 4

ago period

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




Quarterly Operating Income EPSON

’By business Segment EXCEED YOUR VISION
(Billions
of yen) 17.1| 2.6 | 7.0 13.9| 25.3|
33 32.4 ,——| Information
Equipment
30
Vs. the year-
ago period +17.3
25
Electronic
20 18.1 Devices
Vs. the year-
15 . 14.7 14.1 ago period -8.9
+0 Precision
. Products
> 3'2* 3 1.4 Vs. the year-
. 1.3 . 0.0 | L. | | agb period +0.1
5 -3.0 -2.4 3.2 -2.9-2.9 Other
-5.3
Vs. the year-
10 | -0.0
9.8 ago period
-15

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



Operating Income Fluctuation Cause Analysis

Price
i +2.4  fluctuations +10.5 +0.6
(Billions of yen)  4+4.6 Oother
17.1 Change in
sales volume +33.3
Impact of
exchange rate S.G.A.
fluctuations InCrease

EPSON

EXCEED YOUR VISION

25.3

-43.2 Cost
fluctuations

Operating
income

Operating
income

¥8.2 billion increase >

2005/3Q
10

2006/3Q




Statistics of Balance Sheet Items EPSON

Total assets

2,000
1,500

1,000
500 1,207.0 1,298.2 1,517.8 1,325.7 1,328.3

0
(Billions
of yen) End of March End of March End of End of March End of

2004 2005 December 2005 2006 December 2006

Inventories

200
0 L | | | | |
- End of March End of March End of End of March End of
g§'y'e°nn)s 2004 2005 December 2005 2006 December 2006

11



Statistics of Balance Sheet Items EPSON

EXCEED YOUR VISION

Interest-bearing liabilities & ratio of interest-bearing liabilities
800 51.0%

0)
37.9% 30.4% 32.4% 30.6%
400 °

610.9 457.5 395.2 429.6 406.0
O | | | | |
(Billions  End of March End of March End of March End of March End of
of yen) 2003 2004 2005 2006 December 2006

Shareholder's equity & equity ratio

600 34.3% 36.4% 35.8% 37{9%
23.5% ~ )
400
472.8 474.5 490.8
200 281 3 414.3
0 L | | | |

(Billions  End of March End of March End of March End of March End of
of yen) 2003 2004 2005 2006 December 2006

The definition of shareholder equity changed due to changes in accounting standards

End of December 2006: Shareholder equity = total net assets - minority interests in subsidiaries
¥491.6 billion using the old calculations

12
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FY2006 Business Outlook

FY2005
10/25
(Billions of yen) Actual %o outl/ook
NERSEIES 1,549.5 - 1,429.0

Operating
Income

Ordinary
Income

Net Income

Before income taxes

Net Income

14

25.7 1.7% 40.0

27.9 1.8% 40.0

-20.0 -1.3% 33.0

-17.9 -1.2% 14.0

-¥91.24 ¥71.30
ISR v113.31 ¥114.00
28
=RN=ULY v137.86 ¥146.00

FY2006
% | outisok
- 1,411.0
2.8% 40.0
2.8% 40.0
2.3% 33.0
1.0% 14.0
¥71.30
¥116.00
¥148.00

%

2.8%

2.8%

2.3%

1.0%

EPSON

EXCEED YOUR VISION

Change
(amount & %)

Vs. 10/25
YoY outlook

-138.5 -18.0
-8.9% -1.3%

+14.2 -
+55.3% B

+12.0 -
+42.9% -

+53.0 -

+31.9 -



FY2006 Business Outlook (Net Sales)
» By business segment

Full-year net sales

Billi
ofyen) |1,549.5|11,429.0/1,411.0
1,800
o @G
1,400 89.0 870
526.9
+200 462.0 444.0
1,000
800
600
976.4  910.0 911.0
400
200
0 T 5] 6zol =620
-200
FY2005 FY2006 FY2006
Actual 10/25 Current

15

outlook outlook

Second-half net sales

Bill] :
ofyeny | 751.6 | | 733.6
900
800 14 §
10 e
700 :
600 230.9 212.9 |\
500
400
300
492.0 493.0
200
100 \\__
0 — =8B =288
-100 \
2H 2H M
10/25 Current

outlook outlook

EPSON

EXCEED YOUR VISION

Consolidated total

Year-on-year -95.7
Vs. 10/25 outlook -18.0
Other

Year-on-year -2.1
Vs. 10/25 outlook +0

Precision products

-0.8
-1.0

Year-on-year
Vs. 10/25 outlook

Electronic devices

Year-on-year -56.0
Vs. 10/25 outlook -18.0
Information
equipment
Year-on-year -42.6
Vs. 10/25 outlook +1.0

Eliminations




Net Sales Outlook by Business EPSON

P Information-related equipment segment
Full-year net sales Second-half net sales
Billi Billi
Styeny [ 976.4 1 910.0 | 911.0 | SEyamy 492.0 | | 493.0 |
1,100 600
550
B0 e
900  104.6 29.0 27.0 >00 16.1 141 Year-on-year  -5.5
800 101.0 104.0 450 48.7 51.7 Vs. 10/25 outlook -2.0
400 \
700
350
600
300 Year-on-year -6.2
500 550 Vs. 10/25 outlook +3.0
427.6 427.6
a0 B40-00 5810 1781.0 . .-
Printers
300 150
500 {00 Year-on-year -33.9
Vs. 10/25 outlook +0
100 50
0 ——65+————+f———+H— 0 =05 =85
Eliminations
-100 ->0
FY2005 FY2006  FY2006 FY2006  lets
Actual 10/25 Current 10/25 Current

16 outlook outlook outlook outlook



Net Sales Outlook by Business
» Printer business

Full-year net sales

Bill
Bhens 1 840.0 | 781.0 | 781.0 |
900
800 5%
5% 5%
16% n N
700
18% 18%
600 14%
14% 14%
500
400
300
65%
° 63% 63%
200
100
0 | |
FY2005 FY2006 FY2006
Actual 10/25 Current

17

outlook outlook

EPSON

EXCEED YOUR VISION

Second-half net sales

(Billions
of yen)

450

400

350

300

250

200

150

100

50

427.6| 427.6 |—

Scanners, other

Business

0 0

—

17% 17% % Impact printer
/

13% 13% jkgsﬂ

Thermal label printer * g
65% 65% —
Multifunction f
2H 2H photo printer
10/25 Current

outlook outlook



Net Sales Outlook by Business EPSON

»\Visual instruments business
Full-year net sales Second-half net sales

ofyeny | 104.6 || 101.0 | 104.0 | Syeny | 48.7 | | 51.7 |

120 60

/7 Other

100 11% 50 11% ! . .
0 0
18% 13% o " 5o, W@l Projection TVs
2% .
80 8% 40 >0
3
60 30
84% 86% 87%
40 74% 20 83%
20 10
0 | | | | 0 L | |
FY2005 FY2006  FY2006 2H 2H Mobile business projector
Actual 10/25 Current 10/25 Current

18 outlook outlook outlook outlook



Net Sales Outlook by Business
P Electronic device segment

Full-year net sales

EPSON

EXCEED YOUR VISION

Second-half net sales

Billi Billi
ofyen) | 526.9 || 462.0 | 444.0 | &fyeny 230.9 | 2129
600 350
Quartz Devices
550
500 70.6 300 Year-on-year +4.5
450 150 Vs. 10/25 outlook +0
99.0
400 : )
49.5 / Semiconductors
350 200 49,5
91.0
300 90.0 43.8 Year-on-year  -8.5
150 42.8 Vs. 10/25 outlook -1.0
250
200 100 _— ;
368.3 146.2 158 2’ DISpIayS
150 288.0 270.0 '
50 Year-on-year -50.9
100 Vs. 10/25 outlook -18.0
50 i — ——
= -16.0 =150 Eliminations
-50 -50
FY2005  FY2006  FY2006 2H 2
Actual 10/25 Current 10/25 Current

19
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Net Sales Outlook by Business EPSON

’Dlsplay bUSIneSS EXCEED YOUR VISION
Full-year net sales Second-half net sales
Billi illi
Styeny | 368.3 || 288.0 | 270.0 | SEyeny 146.2 | | 128.2 |
400 220
350 12% 200
180
300 13%
i 160 HTPS-TFT
16%
250 17% 140 17%
6%
339, 790, 120 50/, 18% | / LTPS-TFT
200 o 0 100 6%
0
439 2=
150 80 3% o /_
o | 0% "’ Yl "'D-TFD
23% 25% 40 . 550
50 20
14% 15% 16% 16% 17% v~ C-STN
0 | | | | 0 I I I
FY2005  FY2006  FY2006 2H 2
Actual 10/25 Current 10/25 Current

20 outlook outlook outlook outlook



FY2006 Business Outlook (Operating Income) EPSON
»By business segment

Full-year operating income |[Second-half operating income

Consolidated Total

(Billions (Billions
: 40.0 40.0 . 19.0
of yen) | 25.7 | | | of yen) 19.0 | | Year-on-year -0.7
80 40 70 Vs. 10/25 outlook +0
4.0 o0 Precision Products
60 50 Year-on-year -0.1
0.9 12 Vs. 10/25 outlook +0
2:3 40
40 74.0 12 — | Information
66.0 30 Equipment
Year-on-year +11.7
20 —| 420 1336 1.6 Vs. 10/25 outlook +8.0
10
Electronic Devices
0 | | | | 0 | . /|7
-9.7 8.6 Year-on-year  -11.0
-17.0 -17.6 Vs. 10/25 outlook  -9.0
3 127 -26.0 -10 6.7 - : '
-13.0 220 -0.4 -5.7+— | Other
-12. -0.4
12.0 230 ’ Year-on-year -0.2
-40 IH 2H Vs. 10/25 outlook +1.0
FY2005 FY2006 FY2006
Actual 10/25 Current 10/25 Current Eliminations

21 outlook outlook outlook outlook



Fourth-Quarter Net Sales Comparison EPSON

’By bUSineSS Seg ment EXCEED YOUR VISION
(Billions
of yen) 374.2 336.9 Consolidated total
500.0
450.0 Vs. year-ago period -37.3
400.0 p— Other
198
350.0 179‘52 < Vs. year-ago period -1.5
300.0 121.9 —
99.8 Precision products

150.0 Electronic devices

238-6 223.0 AN

100.0 Vs. year-ago period -22.1

250.0 N
\/s. year-ago period -0.5
200.0 \ year-agop
|

> Information
. . equipment
0.0 153 o
50.0 Vs. year-ago period -15.5
2005/4Q 2006/4Q ———
Actual Current Eliminations
Outlook

22



Fourth-Quarter Net Sales Comparison
P Information-related equipment segment

23

(Billions
of yen)
260.0
240.0
220.0
200.0
180.0
160.0
140.0
120.0
100.0
80.0
60.0
40.0
20.0
0.0

-20.0

Versus the
year-ago period

-3.4

Versus the

EPSON

EXCEED YOUR VISION

®PRJ: Volume up, ASPs

down

®PTV & AU: Volume down

year-ago period -4.0
‘% salesl ® IJP: Consumables volume
05/4Q '06/4Q| b net sales down on lower
PRJ 78% 89% .
. o printer volume
PTV 5% 0% T |
Other 17% 11% LP: Printer net sales down

Versus the
year-ago period -9.5
% sales

'‘05/4Q '06/4Q

I1JP 62% 61%

LP 16% 15%

BS 18% 19%

SCN, other4% 5%

Eliminations

238.6 223.0|

10.9

27.4 Lot/

23.4

2082 192.4°

=7 | 03~ —
2005/4Q 2006/4Q
Actual Current outlook

on lower volume,
consumables hold steady
® BS: SIDM volume down,
net sales up on higher
volume of TM products

1JP:
LP:
BS:
SIDM:
T™M:
SCN:
PRJ:
PTV:
AU:

Inkjet printer

Laser printer

Business systems

Serial-impact dot matrix printer
Terminal module

Scanner

Projector

Projection TV

Amusement unit




Fourth-Quarter Net Sales Comparison

»Electronic devices segment

(Billions
of yen)
140.0

120.0

100.0

80.0

60.0

40.0

20.0

0.0

-20.0

24

EPSON
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® Up on higher volume
and sustained strength

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

®C-STN/a-TFT: Down on
lower ASPs, despite
higher volume

® MD-TFD/LTPS: Down on
lower volume & ASP

®HTPS: Up on higher
volume despite lower
ASP

121.9 99.8
Quartz Devices
Versus the
22.5 year-ago period +2.1
23.7 Semiconductors
Versus the
year-ago period -3.5
Versus the
/8.3 year-ago period -18.4
R % sales
'‘05/4Q '06/4Q
C-STN 15% 19%
| | ! MD-TFD 29% 22%
-2 =31 a-TFT 31% 33%
LTPS 11% 6%
HTPS 14% 19%
2005/4Q 2006/4Q Eliminations
Actual Current outlook

C-STN:  Color STN

MD-TFD: Mobile digital thin-film diode
a-TFT: Amorphous-silicon TFT

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

S-LSI: System LSI




Fourth-Quarter Operating Income Comparison
»By business segment

(Billions

of yen) 2.6 | -6.3
20.0
0.0
10.0
14.7 /
9.2
0.0 ' ////
“ekE -ug//
-10.0 B . )
2.6
-20.0
2005/4Q 2006/4Q
Actual Current
Outlook

25

Consolidated total

Vs. year-ago period -8.9

Information
equipment

Vs. year-ago period -5.5

Electronic Devices

Vs. year-ago period -2.0

Precision products

Vs. year-ago period -0.2

Other

Vs. year-ago period -0.2

EPSON

EXCEED YOUR VISION




Outlook for Capital Expenditure and EPSON
Depreciation & Amortization Expenses

Capital Expenditures

200

100

151.2 112.5
74.4 68.7 86.0

O | | | | | |
(Billions

of yen) FY2002 FY2003 FY2004 FY2005 FY2006
(Current outlook)

Depreciation and Amortization Expenses

200

100
125.8 110.3 104.2 109.3 -
0 | | | | | |
(Billions
of yen) FY2002 FY2003 FY2004 FY2005 FY2006

(Current outlook)

26



Free Cash Flow Outlook EPSON

(Billions of yen)

200

100

-100

-200

-300

27

182.6
159.5 117.3 162.4
L ///X)\\\
515 //////// \\\\\\\\\liiii\\ 117.4 113.0
Cr/// \\\\\\\\ 22.2 30.0
\07 40
9.3 83.0
 |-107.9 -99.3 ol |

[ Cash flow from investment activities
[ Cash flow from operations activities
—0—- Free cash flow

FY2002 FY2003 FY2004 FY2005 FY2006
(Current outlook)



Main Management Indicators EPSON

(%)
14.0 12.6
12.0 -
10.0 -
8.0 -
6.0 -
4.0 -

2.0 r

0.0

-2.0 ~ —O—ROA: Ordinary income/Total Assets (avg. balance)

—O—RO0OS: Ordinary income/net sales

-4.0 —O—ROE: Net income/shareholder's equity (avg. balance)

6.0 L
FY2002 FY2003 FY2004 FY2005 FY2006

(Current outlook)
28



Operating Income Trend and Outlook

Operating income (billions of yen)

50

40

30

20

10

-10

-20

-30

29

EPSON

EXCEED YOUR VISION

Operating margin

~ 1 25.0%
i <+ 20.0%
i 13.5% 1] {6-8% | 15.0%
- . 7 1% i 10.0%
i B.6% 1 Y i
i\&?\-//”/ -\.BIH@\.//// > 0%
‘ | | | — | 3'4% | |
0.5% . ‘ J 0.0%
_1 20 e A
- L.2% -2.5%  _3%e -+ -5.0%
[ Operating income: Information equipment
. [ Operating income: Electronic devices S oor -10.0%
—- Operating margin: Information equipment -8.3% =
Operating margin: Electronic devices
- - -15.0%

FYO3/1H FY03/2H FY04/1H FY04/2H FYO5/1H FYO05/2H

FYO6/1H FY06/2H
Actual Current
outlook



Reform Plan for Improving Earnings Potential EPSON
— Progress Report —

Epson Group

Mid-Range Business Policies

1 | Redefine & reinforce the business and product portfolio

Further strengthen and expand the inkjet product poﬁolio

2 | Reorganize the electronic device businesses

Accelerate reorganization of the display business
(End joint venture - wholly-owned subsidiary)

3 | Streamline costs

Promote thorough design-to-cost and cost strear@ning

ssalboid ul sj
[enualod sbuiureg buinosduug

4 | Reform the governance system

Introduce a corporate executive officer system to clarify corporate exgcution
decisions and supervision, reduce the number of directors, reduce dirgctor
terms to one year and increase importance of annual performance evaluations

5 | Reform the corporate culture

10} ue|d wJiojay

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

30






