0

1

2

 FY2016 first half financial highlights
 Revenue was ¥487.5 billion, down ¥55.4 billion year-on-year. Business profit was
¥25.7 billion, down ¥14.5 billion. Profit for the period was ¥18.6 billion, down ¥7.5
billion.
 The strong yen hit our financial results hard, causing revenue and every category of
profit to decline year-on-year.
 On a constant currency basis, however, both revenue and profit actually rose. This
indicates that we were able to make the planned progress in laying the foundation
for achieving our medium- and long-term profit goals under the Epson 25 MidRange Business Plan (FY2016-18).
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 FY2016 second-quarter financial highlights
 Revenue was ¥248.4 billion, down ¥33.5 billion year-on-year. Business profit was
¥19.2 billion, down ¥4.4 billion year-on-year. Profit for the period was ¥14.4 billion,
down ¥1.2 billion year-on-year.
 Foreign exchange had a ¥38.3 billion negative effect on revenue for the quarter, and
an ¥8.7 billion negative effect on business profit.
 In addition to the U.S. dollar and euro, the yen rode high against the Chinese yuan,
Argentine peso, British pound, and nearly all other currencies.
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 FY2016 second-quarter revenue and business profit broken down by segment
 Revenue was hit hard by foreign exchange effects and decreased compared to the
same period last year in every segment.
 Business profit declined in printing solutions and wearable & industrial products. In
visual communications, however, business profit increased year-on-year largely due
to expanded unit volume and an improved model mix.
 Our financial results versus our internal plan were mixed. Revenue fell short of the
plan primarily because of foreign exchange effects, but business profit ended higher.
 In printing solutions, the printer business fell short of its revenue plan. In addition to
foreign exchange effects and a soft inkjet printer market, revenue slipped because
we shipped fewer printers than expected due to the impact of selective promotional
campaigns by competitors in the U.S. and because sales of SIDM printers were hurt
by a tax policy change in China.
On the other hand, business profit was higher than expected despite the shortfall in
revenue mainly because some planned spending on fixed costs slid out into the
second half.
 Revenue and business profit in the visual communications and in wearable &
industrial products were both in line with the internal plan.
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 FY2016 full-year financial outlook
 After adjusting our exchange rate assumptions for the third and fourth quarters to 100
yen to the U.S. dollar and 110 yen to the euro we are forecasting ¥1,000 billion in
revenue, ¥60 billion in business profit, and ¥46 billion in profit for the year.
 We updated the outlook on the assumption that the yen will continue at current high
levels.
Exchange rates are thus expected to have about a ¥30 billion greater negative impact on
revenue than in the previous outlook and about a ¥10 billion greater negative impact on
business profit.
 The full year outlook was also revised based on the latest forecasts in each business,
which have factored in the situation in the second quarter.
 While we have adjusted the outlook, we are making steady progress and have not
changed any basic strategic actions.
 We have therefore fixed our interim dividend at 30 yen and are reiterating our year-end
dividend forecast of 30 yen.
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 FY2016 full-year revenue and business profit outlook for the different segments
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 Main factors affecting the FY2016 outlook
 We adjusted the financial outlook mainly because of the negative impact that the
change in assumed foreign exchange rates will likely have on our financial results,
but we also made changes based on the latest forecast for each business.
 In addition, we also factored in an increase in transportation expenses in the wake
of the bankruptcy of a shipping line.
 In printing solutions, the printer business is forecasting further unit shipment
growth in high-capacity ink tank models. However, new demand for SIDM printers
accompanying Chinese tax reform is expected to decrease due to a change in the
governmentʼs implementation policy.
 In professional printing, we factored in a projected temporary increase in customer
service expenses involving check scanners, which fall under the POS printer
category, that were shipped to certain customers.
 In visual communications, we anticipate momentum from the firm demand we saw
in the first two quarters to carry over into the second half.
 The updated outlook also reflects changes in wearable & industrial products,
including a more cautious view of robot demand in the U.S. and China, and lower
demand for crystal products in the personal devices market.
 On the other hand, we also factored into the financial outlook a Group-wide
reduction in fixed costs associated with fluctuations in our financial results.
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 Strategic progress under the Epson 25 mid-range business plan (FY2016-18)
 Due to the effects of foreign exchange, we have factored into the forecast for this fiscal
year a negative impact on revenue and business profit of more than 130 and 35 billion
yen, respectively, compared to the previous year.
 However, the results of our strategies can be seen in our financial outlook when we
exclude the effects of foreign exchange. Considered on a constant currency basis,
revenue grew by 50 billion yen while business profit expanded 10 billion yen, even as we
implemented strategic investments.
 In the printer business, at the start of the period, we adopted a cautious outlook for highcapacity ink tank printers because competitors had entered the market in the previous
year.
However, as time went by, we raised our unit shipment forecast. The forecast currently
stands at approximately 6.2 million units, a 25% increase from last year.
 We believe that efforts by companies to promote product recognition have further fueled
demand for these printers in emerging markets.
 There are graphs on the reference slides at the end of this presentation that show the
growth trend in the high-capacity ink tank printer market in two representative countries,
India and Indonesia. The graphs are based on analysis of data from third-party printer
market research.
 We have built trust as the high-capacity ink tank printer market pioneer and we have a
broad product lineup. We expect to leverage these advantages to continue to lead this
market by meeting customer expectations.
 We also expect stable full-year ink revenue on a constant currency basis.
 In addition, we are making steady progress in the commercial development of inkjet
printers equipped with lineheads.
As announced previously, we still plan to release linehead printers in the early part of the
current three-year mid-range business plan.
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 Strategic progress under the Epson 25 mid-range business plan (FY2016-18)
 In professional printing, we have put ourselves on a growth path. We are seeing
steady expansion in sales of the new large format signage printers that we
launched to market from the second half of the last fiscal year, and we are
forecasting 10% or more year-on-year revenue expansion in all growth areas,
including signage, textiles, and labels, despite foreign exchange effects.
 Demand in the overall projector market continues to be subdued, yet we expect
Epson to achieve 5% annual unit shipment growth, outpacing last yearʼs growth
rate and further solidifying our position in this market. We have begun a serious
move into the high-brightness segment by launching projectors equipped with a
laser light source.
 We are making progress in wearable & industrial products. For example, seizing
growth opportunities in the robot market, we are selling products not only to our
traditional base of smartphone assemblers but also to customers in a broader
range of industries, such as the electronic parts assembly, toy, and food
industries. Sales of our force sensors, which are built around Epsonʼs sensing
technologies, have made an excellent start.
 We revised our full-year outlook because we expect the yen to sustain its gains,
but we are taking action to sustain growth over the medium and long terms.
These actions are our top priority and we will not let up. The Epson Group will
work as a team to achieve the full-year financial outlook and lay a foundation for
growth.
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 Revenue trends by business segment
 In visual communications, projector revenue continued to smoothly expand, as firstquarter momentum carried over into the second quarter.
 Projector unit shipments increased in every category, from high-brightness projectors,
which we began releasing in earnest this fiscal year, to projectors in the ultra-short &
short-throw, standard, and home categories. We marked 8% year-on-year growth and
set a new record for unit shipments in any quarter.
 Revenue ended up lower than in the same period last year because of foreign
exchange effects, but on a constant currency basis, revenue actually grew.
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 Quarterly revenue in the printing solutions segment
 Revenue in both the printer and professional printing businesses decreased year-onyear due to foreign exchange effects.
 The inkjet printer market itself was soft, particularly in advanced economies. Overall,
however, unit sales increased 5% year-on-year. While ink cartridge model ASPs fell
compared to the previous year mainly due to the effects of model mix changes,
especially for consumer models, we benefitted due to continuing steady growth in
high-capacity ink tank printers.
 Ink revenue was comparable to the previous year on a constant currency basis.
 SIDM printer unit shipments increased by 10% in a gradually shrinking market
because we were able to capture some of the increased demand for products used
in Chinese tax collection systems.
 Ultimately, printer business revenue was flat year on year on a constant currency
basis.
 Professional printing revenue grew on a constant currency basis. In the existing
professional and prosumer markets our competitors continue to pursue a low-price
strategy. In growth areas, however, we continued to steadily expand, largely on the
strength of our new large-format printers for signage.
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 Quarterly revenue in the wearable & industrial products segment
 In wearable products, watch demand from visitors to Japan decreased, while we saw
continued subdued demand for watches in the U.S. and other overseas markets.
 In robotics solutions, revenue shrank primarily on sluggish demand for robots used in
smartphone-related applications.
 In microdevices and other, we are seeing sustained growth in sales of crystal devices
to the network, communications, and automotive sectors, but sales to manufacturers
of personal devices decreased.
 Foreign exchange effects were an additional factor in the decrease in total revenue in
the segment as a whole.

15

 Quarterly selling, general and administrative expenses
 Total SGA expenses were down ¥6.6 billion compared to the same period last year,
but this was because the strong yen caused the monetary amount to shrink.
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 Breakdown of quarterly business profit by segment
 Printing solutions business profit declined by ¥3.7 billion.
 But on a constant currency basis, business profit actually increased because revenue
grew as we made strategic advances.
 We recorded business profit growth in visual communications despite foreign exchange
effects, because of ongoing strong sales of projectors.
 Wearable & industrial products profit fell on lower revenue.
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 Cause analysis of the decrease in business profit compared to the same period last
year
 Business profit took a ¥8.7 billion hit from foreign exchange fluctuations.
 Volume changes, on the whole, negatively impacted profit. On the positive side,
continued growth in sales of high-capacity ink tank printers and projectors, SIDM
printers that captured demand in China, and semiconductor foundry orders all added
to profit. However, in addition to a continuing shift of the ink cartridge mix toward high
unit-cost office models, profit was negatively affected by declining volume in products
such as photo printers for the professional and prosumer segment, wearable
products, and crystal products for personal devices.
 Price changes had a positive impact on profit. We benefitted from the positive effects
of price adjustments to high-capacity ink tank printers that compensated for
weakened local currencies particularly in Latin America, an improved ink cartridge
model mix that lifted average selling prices, and an improved projector model mix.
 Cost changes worked negatively against profit because higher costs per product
accompanied an increase in sales of high added value products, outweighing cost
reductions.
 The increase in selling, general and administrative expenses is a result of strategic
spending.
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 Major items on the statements of financial position
 Total assets decreased by ¥41.4 billion compared to the end of the previous fiscal
year. This was mainly because, in addition to foreign exchange effects, current assets
decreased because cash and cash equivalents declined due to repayment of
borrowings, payment of dividends, and repurchase of Epson shares.
 Inventories decreased by ¥4.9 billion compared to the end of the last fiscal year due to
foreign exchange effects.
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 Major items on the statements of financial position
 Despite repayment of current borrowings, interest-bearing liabilities were ¥145.3
billion, an increase of ¥3.6 billion compared to the end of the previous fiscal year
chiefly due to bonds issued.
As a result, the ratio of interest-bearing liabilities to total assets was 16.2%.
 Net cash was ¥55.8 billion.
 Equity attributable to owners of the parent company decreased by ¥36.8 billion
compared to the previous fiscal year end. This was due chiefly to a decline in the
yen equivalent value of foreign assets due to the strong yen and the repurchase of
Epson shares. The equity ratio attributable to owners of the parent company was
47.9%.

20

21

 FY2016 revenue and business profit outlooks for the different segments
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 FY2016 revenue forecasts for each of the businesses
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 Outlook for capital expenditure and depreciation and amortization expenses
 Capital expenditure is expected to be in the neighborhood of ¥77 billion, down ¥3
billion from the previous outlook due to foreign exchange effects.
 There has been no change in the outlook for research and development expenses or
for depreciation and amortization.
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 Cash flows
 Free cash flow is projected to be ¥22 billion, after factoring our revised foreign
exchange rate assumptions into operating and investment cash flows.

25

 Main management performance indicators
 ROS of 6.0%, ROA of 6.5% and ROE of 10%
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