Edgar Filing: CANON INC - Form 6-K

CANON INC
Form 6-K
October 28, 2008
FORM 6-K
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Report of Foreign Issuer
Pursuant to Rule 13a-16 or 15d-16 of
the Securities Exchange Act of 1934
For the month of ..... October.............ccovvvvvvviienenn. , 2008
CANON INC.

(Translation of registrant s name into English)
30-2, Shimomaruko 3-Chome, Ohta-ku, Tokyo 146-8501, Japan

(Address of principal executive offices)
[Indicate by check mark whether the registrant files or will file annual reports under cover Form 20-F or Form 40-F.
Form 20-F X Form 40-F

[Indicate by check mark whether the registrant by furnishing the information contained in this Form is also thereby

furnishing the information to the Commission pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934.
Yes No X

[If Yes is marked, indicate below the file number assigned to the registrant in connection with

Rule 12g3-2(b):82-




Edgar Filing: CANON INC - Form 6-K

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

CANON INC.
(Registrant)

Date.... October 27, 2008.... By....../s/...... Masashiro Kobayashi.................
(Signature)*

Masashiro Kobayashi
General Manager
Global Finance Management Center
Canon Inc.
*Print the name and title of the signing officer under his signature.
The following materials are included.
1. CONSOLIDATED RESULTS FOR THE THIRD QUARTER AND THE NINE MONTHS ENDED
SEPTEMBER 30, 2008




Edgar Filing: CANON INC - Form 6-K

CONSOLIDATED RESULTS FOR THE THIRD QUARTER AND

THE NINE MONTHS ENDED SEPTEMBER 30, 2008

October 27, 2008

CONSOLIDATED RESULTS FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008
(Millions of yen, thousands of U.S. dollars, except per share amounts)

Net sales

Operating profit

Income before
income taxes
and minority
interests

Net income

Net income per
share:

- Basic

- Diluted

Actual
Nine
months Nine months
ended ended Change(%)
September September 30,
30, 2008 2007
(Unaudited) (Unaudited)
¥3,099421 ¥ 3,217,547 - 37
460,249 563,097 - 183
464,234 568,468 - 183
Y 297,526 ¥ 360,487 - 175
¥ 23602 ¥ 276.67 - 147
236.00 276.62 - 147

CONSOLIDATED RESULTS FOR THE THIRD QUARTER
(Millions of yen, thousands of U.S. dollars, except per share amounts)

Net sales

Operating profit

Income before
income taxes
and minority
interests

Net income

Net income per
share:

Nine months

ended
September 30,
2008
(Unaudited)

$ 29,802,125
4,425,471

4,463,788
$ 2,860,827

$ 2.27
2.27

Projected
Year
ending
December Change(%)
31,
2008
¥4,250,000 - 52
580,000 - 233
590,000 - 232
¥ 375,000 - 232
¥ 29849 - 209

Actual
Three
months Three months Three months
ended ended Change(%) ended
September September 30, September 30,
30, 2008 2007 2008
(Unaudited) (Unaudited) (Unaudited)
¥ 985,989 ¥ 1,050,823 - 6.2 $ 9,480,663
129,266 174,221 - 258 1,242,942
124,989 162,327 - 230 1,201,817
¥ 83,041 ¥ 105,304 - 21.1 $ 798,471
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- Basic ¥ 65.91 ¥ 81.94 - 19.6 $ 0.63
- Diluted 65.91 81.93 - 19.6 0.63
Actual
As of As of As of
September December 31, Change(%) September 30,
30, 2008 2007 2008
(Unaudited) (Unaudited)
Total assets ¥4,291,774 ¥ 4,512,625 - 49 $ 41,267,058
Stockholders equity ¥ 2,933,902 ¥ 2922336 + 04 $ 28,210,596

Notes: 1. Canon s consolidated financial statements are prepared in accordance with U.S. generally accepted
accounting principles.
2. U.S. dollar amounts are translated from yen at the rate of JPY104=U.S.$1, the approximate exchange rate
on the Tokyo Foreign Exchange Market as of September 30, 2008, solely for the convenience of the reader.

Canon Inc. 30-2, Shimomaruko 3-chome, Ohta-ku,

Headquarter office Tokyo 146-8501, Japan
Phone: +81-3-3758-2111
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I. Operating Results and Financial Conditions
2008 Third Quarter in Review
Looking back at the global economy in the third quarter of 2008, in the United States, the financial crisis arising from
the subprime mortgage debacle worsened following the failures of several securities firms amid stagnant housing
investment along with slack consumer spending triggered by such factors as rising unemployment. In Europe, the
economic slowdown was felt more intensely as financial uncertainty and rising prices led to sluggish consumer
spending while export growth also lost momentum. Within Asia, despite the continued high growth rate of the
Chinese economy, the negative effects of the American and European economies have triggered an evident slowdown
in the region. In Japan, uncertainty over the future and anxiety stemming from poor corporate earnings have led to a
drop in capital investments and consumer spending while exports, which had been sustaining the economy, were hit
by the decelerating global economy and the sharp appreciation of the yen.
As for the markets in which Canon operates, within the office imaging products market, while demand for network
digital multifunction devices (MFDs) continued to shift towards color models and products offering advanced
functionality, market conditions weakened due to the impact of the deteriorating economy, mainly as a result of a
drop-off in corporate-business demand. Within the market for printers and other computer peripherals, demand for
laser beam printers was sluggish amid the economic slowdown. With regard to inkjet printers, the overall scale of the
market remained relatively unchanged from the same period of the previous year as sales growth in emerging markets
supplemented the reduced demand in major countries while demand in emerging markets continued to shift from
single-function to multifunctional models. In the digital camera market, demand for digital single-lens-reflex
(SLR) cameras maintained robust growth in each region. Compact digital cameras continued to enjoy healthy growth
in emerging markets but, in other major regions, sales slowed considerably and market sentiment regarding excessive
inventory led to further price declines. As for the optical equipment segment, while demand for steppers, utilized in
the production of semiconductors, remained low due to restrained facility investment by device manufacturers, the
market for aligners, used to produce liquid crystal display (LCD) panels, picked up momentum thanks to a recovery in
facility investments by LCD panel manufacturers.
The average value of the yen for the quarter was ¥107.61 to the U.S. dollar, a year-on-year appreciation of about 9%,
and ¥161.29 to the euro, remaining relatively unchanged from the year-ago period.
Amid these conditions, while sales volume increased for digital SLR cameras, the sharp appreciation of the yen
against the U.S. dollar, coupled with flagging demand and falling prices due to the economic downturn, resulted in
consolidated net sales of ¥986.0 billion (U.S.$9,481 million), a decrease of 6.2% from the year-ago period. Despite
the continued launch of new products and cost-reduction activities, the gross profit ratio slipped 2.1 points from the
year-ago period to 48.2% in the face of the rapid appreciation of the yen, escalating material prices, and declining
market prices. As a result, third-quarter gross profit declined by 10.1% year on year to ¥475.2 billion
(U.S.$4,569 million). Operating expenses in the third quarter decreased by 2.3% compared with the year-ago period
owing to group-wide expense-reduction efforts. Consequently, third-quarter operating profit totaled ¥129.3 billion
(U.S.$1,243 million), a year-on-year decrease of 25.8%. Other income (deductions) increased by ¥7.6 billion
(U.S.$73 million) year on year due to an improvement in currency exchange losses despite decreased interest income.
As a result, income before income taxes and minority interests totaled ¥125.0 billion (U.S.$1,202 million), a
year-on-year decline of 23.0%, while third-quarter net income also recorded a decline of 21.1% to ¥83.0 billion
(U.S.$798 million).
Basic net income per share for the quarter was ¥65.91 (U.S.$0.63), a year-on-year decline of ¥16.03 (U.S.$0.15).
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Results by Product Segment
Looking at third-quarter consolidated results by business sector, within the business machines segment, the
appreciation of the yen along with restrained investment in office equipment due to concern over business
performance led to flagging demand for office imaging products in major regions, resulting in a decline in sales of
11.7%. As for computer peripherals, while sales volume of laser beam printers remained at a level comparable to the
year-ago period, sales volume of consumables steadily expanded, contributing to a year-on-year sales increase of 2.5%
overall amid the impact of the yen s appreciation. Within the inkjet printer segment, home-use multifunction models
and business-use MFDs equipped with faxing capabilities recorded increases in both unit sales as well as sales of
related consumables, achieving a slight increase in sales on a local-currency basis, but a decline of 2.2% due to the
appreciation of the yen. Accordingly, sales of computer peripherals overall grew 1.3% from the year-ago period.
Third-quarter sales of business information products decreased by 14.8% year on year mainly due to a decline in sales
of personal computers in the Japanese market. Collectively, sales of business machines overall for the quarter totaled
¥651.0 billion (U.S.$6,260 million), a decline of 5.1% from the year-ago period. Operating profit for the segment
totaled ¥134.0 billion (U.S.$1,289 million), a year-on-year decline of 12.0%, as sales decreased and the gross profit
ratio dipped mainly due to the effects of the rising value of the yen.
As for the digital camera segment, digital SLR models such as the high-resolution competitively priced EOS Rebel
XSi (EOS 450D) and the advanced-amateur-model EOS 40D achieved healthy sales growth. With regard to compact
digital cameras, although the company launched 9 new models 2 new stylish ELPH (IXUS)-series models and 7 new
PowerShot-series models catering to a range of photographic demands the impact of declining market conditions
resulted in sales volume for compact digital cameras remaining relatively unchanged. As a result, total sales volume
for digital cameras rose by approximately 4% year on year, but the appreciation of the yen against the U.S. dollar,
along with fierce price competition in the market, led to a sales decrease of 6.8% from the year-ago period to
¥249.8 billion (U.S.$2,402 million). Operating profit for the camera segment decreased by 41.3% year on year to
¥45.1 billion (U.S.$434 million) due to such factors as the drop in sales and the deterioration of gross profit ratio
resulting from declining market prices and the rising value of the yen.
In the optical and other products segment, while sales of aligners, used to produce LCD panels, gained momentum
owing to the recovery of demand by LCD panel manufacturers, sales of steppers, used in the production of
semiconductors, continued to lag as market conditions deteriorated. As a result, sales for the segment totaled
¥85.2 billion (U.S.$819 million), a year-on-year decrease of 12.2%, while operating profit for the segment increased
by 47.0% year on year to ¥3.5 billion (U.S.$33 million).
Cash Flow
In the nine months ended September 30, 2008, Canon generated cash flow from operating activities of ¥435.4 billion
(U.S.$4,187 million), a decrease of ¥127.2 billion (U.S.$1,223 million), reflecting the decrease in net income and
increase in inventory. Cash flow from investing activities totaled ¥385.6 billion (U.S.$3,708 million), an increase of
¥44.7 billion (U.S.$429 million) year on year due to such factors as active facility investment to reinforce production
capabilities and the acquisition of shares of Hitachi Displays, Ltd. towards the launch of Canon s display business. As
a result, free cash flow totaled ¥49.8 billion (U.S.$479 million), falling by ¥171.9 billion (U.S.$1,652 million) from
the year-ago period.
Cash flow from financing activities recorded an outlay of ¥192.0 billion (U.S.$1,846 million), mainly resulting from
the dividend payout of ¥145.0 billion (U.S.$1,394 million) and the purchase of treasury stocks. As a result, cash and
cash equivalents, including the foreign currency translation adjustments of ¥65.0 billion (U.S.$625 million) impacted
by the appreciation of the yen, totaled ¥737.3 billion (U.S.$7,090 million), decreasing by ¥207.1 billion
(U.S.$1,992 million) from the previous year.

-3-
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Outlook

With regard to the outlook for the global economy in the fourth quarter, as business conditions worldwide continue to
deteriorate, there is an increased concern over the impact to the real economy, a situation brought about as a result of
the worldwide plunge in stock prices triggered by the financial turbulence in the wake of failing financial institutions
in the United States. Additionally, drastic fluctuations in currency exchange rates between major currencies have led
to a heightened sense of uncertainty over the future. Amid this environment, while some degree of growth in such
emerging markets as Asia and Russia is expected to continue, fourth-quarter business performance in developed
countries is expected to be lackluster, and considerable time will be required to remove the sense of financial
insecurity and realize an economic recovery.

As for the markets in which Canon operates, while the market for digital SLR cameras is projected to realize healthy
expansion, the compact digital camera market is expected to record modest growth amid further intensifying price
competition. Demand for network digital MFDs and laser beam printers will remain at a low level overall. While the
market for aligners, used to produce LCD panels, is expected to continue recovering, owing to large-scale facility
investments by LCD panel manufacturers, the market for steppers, utilized in the production of semiconductors, will
likely remain stagnant.

With regard to currency exchange rates for the fourth quarter, on which Canon s performance outlook for the full year
is based, despite uncertainty over future interest rate policies and economic prospects for major countries, along with
the recent sharp fluctuations, Canon anticipates exchange rates for the quarter of ¥100 to the U.S. dollar and ¥135 to
the euro, representing a year-on-year appreciation of approximately 13% against the U.S. dollar, and about 21%
against the euro. Upon taking into consideration third-quarter business results along with current market conditions
and the expected business climate based on these foreign exchange rate assumptions, Canon now anticipates
consolidated net sales of ¥4,250.0 billion (U.S.$40,865 million), operating profit of ¥580.0 billion
(U.S.$5,577 million), income before income taxes and minority interests of ¥590.0 billion (U.S.$5,673 million) and
net income of ¥375.0 billion (U.S.$3,606 million), a downward revision for each item from the previous
announcement.

Consolidated Outlook
Fiscal year Millions of yen
Year ending Year ended
Change
Change December (%)
December 31, 2008 31, 2007
Previous Revised

Outlook (A) Outlook (B) B-A) Results (C) B-OC/C
Net sales ¥ 4,590,000 ¥ 4,250,000 ¥ (340,000) ¥ 4,481,346 - 52%
Operating profit 770,000 580,000 (190,000) 756,673 -23.3%
Income before income taxes
and minority interests 785,000 590,000 (195,000) 768,388 -232%
Net income ¥ 500,000 ¥ 375,000 ¥ (125,000) ¥ 488,332 -23.2%

This document contains forward-looking statements with respect to future results, performance and achievements that

are subject to risk and uncertainties and reflect management s views and assumptions formed by available information.

All statements other than statements of historical fact are statements that could be considered forward-looking
statements. When used in this document, words such as anticipate, believe, estimate, expect, intend, may, p
or should and similar expressions, as they relate to Canon, are intended to identify forward-looking statements. Many
factors could cause the actual results, performance or achievements of Canon to be materially different from any

future results, performance or achievements that may be expressed or implied by such forward-looking statements,
including, among others, changes in general economic and business conditions, changes in currency exchange rates

and interest rates, introduction of competing products by other companies, lack of acceptance of new products or
services by Canon s targeted customers, inability to meet efficiency and cost reduction objectives, changes in business
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strategy and various other factors, both referenced and not referenced in this document. A detailed description of these
and other risk factors is included in Canon s annual report on Form 20-F, which is on file with the United States
Securities and Exchange Commission. Should one or more of these risks or uncertainties materialize, or should
underlying assumptions prove incorrect, actual results may vary materially from those described herein. Canon does
not intend or assume any obligation to update these forward-looking statements.

4.
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CANON INC. AND SUBSIDIARIES

CONSOLIDATED
I1. Financial Statements
1. CONSOLIDATED STATEMENTS OF INCOME

Thousands of

Results for the third quarter Millions of yen US. dollars
Three
months Three months Three months
ended ended Change(%) ended
September September 30, September 30,
30, 2008 2007 2008
(Unaudited) (Unaudited) (Unaudited)
Net sales ¥ 985,989 ¥ 1,050,823 - 62 $ 9,480,663
Cost of sales 510,833 522,471 4,911,855
Gross profit 475,156 528,352 - 10.1 4,568,808

Operating expenses:
Selling, general and administrative

expenses 259,219 264,117 2,492,491
Research and development expenses 86,671 90,014 833,375
345,890 354,131 3,325,866
Operating profit 129,266 174,221 - 25.8 1,242,942
Other income (deductions):
Interest and dividend income 4,627 8,133 44,490
Interest expense (10) (350) (96)
Other, net (8,894) (19,677) (85,519)
4,277) (11,894) (41,125)
Income before income taxes 124,989 162,327 - 23.0 1,201,817
and minority interests
Income taxes 39,634 53,578 381,096
Income before minority interests 85,355 108,749 820,721
Minority interests 2,314 3,445 22,250
Net income ¥ 83,041 ¥ 105,304 - 21.1 $ 798,471

Note: Comprehensive income for the three months ended September 30, 2008 and 2007 was JPY 15,063 million
(U.S.$144,837 thousand) and JPY 60,662 million, respectively.

Thousands of
U.S. dollars
Nine months Nine months

Results for the nine months Millions of yen



Net sales
Cost of sales

Gross profit

Operating expenses:

Selling, general and administrative
expenses

Research and development expenses

Operating profit

Other income (deductions):
Interest and dividend income
Interest expense

Other, net

Income before income taxes
and minority interests
Income taxes

Income before minority interests
Minority interests

Net income
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Nine
months
ended
September
30, 2008
(Unaudited)
¥3,099,421
1,582,810

1,516,611
794,228
262,134

1,056,362
460,249

15,593
(673)
(10,935)

3,985

464,234

156,972

307,262
9,736

¥ 297,526

ended
September 30,
2007
(Unaudited)
¥ 3,217,547
1,581,641
1,635,906
812,528
260,281
1,072,809
563,097
25,500
(1,145)
(18,984)
5,371
568,468
196,414

372,054
11,567

¥ 360,487

Change(%)

- 37

- 183

- 183

- 175

$

$

ended

September 30,

2008

(Unaudited)
29,802,125
15,219,327
14,582,798
7,636,808
2,520,519
10,157,327
4,425,471

149,933

(6,471)
(105,145)

38,317
4,463,788
1,509,346

2,954,442
93,615

2,860,827

Note: Comprehensive income for the nine months ended September 30, 2008 and 2007 was JPY 176,434 million
(U.S.$1,696,481 thousand) and JPY417,296 million, respectively.

_5.
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CANON INC. AND SUBSIDIARIES
CONSOLIDATED

2. DETAILS OF SALES

Millions of yen

Thousands of

Results for the third quarter U.S. dollars
Three
months Three months Three months
Sales by product ended ended Change(%) ended
September September 30, September 30,
30, 2008 2007 2008
(Unaudited) (Unaudited) (Unaudited)

Business machines:
Office imaging products

¥ 269,816 ¥ 305,715

- 117 $ 2,594,385

Computer peripherals 360,649 355,962 + 13 3,467,779
Business information products 20,537 24,103 - 148 197,471

651,002 685,780 - 51 6,259,635
Cameras 249,774 267,987 - 638 2,401,673
Optical and other products 85,213 97,056 - 122 819,355

Total

¥ 985989 ¥ 1,050,823

Millions of yen

- 62 $ 9,480,663

Thousands of

U.S. dollars
Three
months Three months Three months
Sales by region ended ended Change(%) ended
September September 30, September 30,
30, 2008 2007 2008
(Unaudited) (Unaudited) (Unaudited)
Japan ¥ 196,971 ¥ 218,665 - 99 $ 1,893,952
Overseas:
Americas 286,120 313,805 - 8.8 2,751,154
Europe 316,655 338,918 - 6.6 3,044,760
Other areas 186,243 179,435 + 3.8 1,790,797
789,018 832,158 - 52 7,586,711

Total

Results for the nine months

¥ 985989 ¥ 1,050,823

Millions of yen

- 62 $ 9,480,663

Thousands of
U.S. dollars

Nine
months Nine months Nine months
Sales by product ended ended Change(%) ended

11



Business machines:

Office imaging products
Computer peripherals
Business information products

Cameras
Optical and other products

Total

Sales by region

Japan
Overseas:
Americas
Europe
Other areas

Total
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September September 30, September 30,
30, 2008 2007 2008
(Unaudited) (Unaudited) (Unaudited)
¥ 868,915 ¥ 938,143 - 74 $ 8,354,952
1,103,810 1,116,649 - 11 10,613,558
67,271 77,575 - 133 646,836
2,039,996 2,132,367 - 43 19,615,346
779,185 787,561 - 11 7,492,163
280,240 297,619 - 58 2,694,616

¥3,099,421 ¥ 3,217,547 - 3.7 $ 29,802,125

Millions of yen Thousands of

U.S. dollars
Nine
months Nine months Nine months
ended ended Change(%) ended
September September 30, September 30,
30, 2008 2007 2008
(Unaudited) (Unaudited) (Unaudited)
¥ 643,570 ¥ 676,967 - 49 $ 6,188,173
871,569 955,754 - 88 8,380,471
1,033,279 1,061,297 - 26 9,935,375
551,003 523,529 + 52 5,298,106
2,455,851 2,540,580 - 33 23,613,952
¥3,099,421 ¥ 3,217,547 - 37 $ 29,802,125

Notes: 1. The primary products included in each of the product segments are as follows:

Business machines:

Office imaging products :

Office network digital multifunction devices (MFDs) / Color network digital
MFDs /

Office copying machines / Personal-use copying machines / Full-color copying
machines

Computer peripherals : Laser beam printers / Inkjet multifunction peripherals / Single function inkjet

printers / Image scanners

Business information products : Computer information systems / Document scanners / Personal

information products

Cameras : Digital SLR cameras / Compact digital cameras / Interchangeable lenses / Digital video

camcorders

Optical and other products :

Semiconductor production equipment / Mirror projection mask aligners for
LCD panels /

Broadcasting equipment / Medical equipment / Large format printers /
Components

2. The principal countries and regions included in each regional category are as follows:

Americas:

12
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United States of America, Canada, Latin America / Europe: England, Germany, France,
Netherlands /
Other Areas: Asian regions, China, Oceania
-6-
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CANON INC. AND SUBSIDIARIES

3. SEGMENT INFORMATION BY PRODUCT

Results for the third quarter Millions of yen
Three
months Three months
ended ended
September September 30,
30, 2008 2007

(Unaudited) (Unaudited)
Business machines

Net sales:

Unaffiliated customers ¥651,002 ¥ 685,780
Intersegment - -
Total 651,002 685,780
Operating cost and expenses 516,982 533,409
Operating profit ¥134,020 ¥ 152,371
Cameras

Net sales:

Unaffiliated customers ¥249,774 ¥ 267,987
Intersegment - -
Total 249,774 267,987
Operating cost and expenses 204,686 191,131
Operating profit ¥ 45,088 ¥ 76,856

Optical and other products

Net sales:

Unaffiliated customers ¥ 85213 ¥ 97,056
Intersegment 61,447 65,361
Total 146,660 162,417
Operating cost and expenses 143,206 160,067
Operating profit ¥ 3454 ¥ 2,350

Corporate and Eliminations

Change(%)

- 120

- 413

- 122

- 105

+ 47.0

CONSOLIDATED

Thousands of
U.S. dollars

Three months
ended
September 30,

2008
(Unaudited)

6,259,635

6,259,635
4,970,981

1,288,654

2,401,673

2,401,673
1,968,135

433,538

819,355
590,837

1,410,192
1,376,980

33,212

14



Net sales:
Unaffiliated customers
Intersegment

Total
Operating cost and expenses

Operating profit

Consolidated

Net sales:

Unaffiliated customers
Intersegment

Total
Operating cost and expenses

Operating profit

Note: General corporate
expenses of
JPY52,608 million
(U.S.$505,846
thousand) and
JPY57,368 million
in the three months
ended
September 30,
2008 and 2007,
respectively, are
included in

Corporate and
Eliminations.
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¥ -
(61,447)

(61,447)
(8,151)

¥ (53,296)

¥985,989

985,989
856,723

¥129,266

¥

(65,361)
(65,361)
(8,005)

(57,356)

1,050,823

1,050,823
876,602

174,221

6.2

6.2

23

25.8

(590,837)
(590,837)
(78,375)

(512,462)

9,480,663

9,480,663
8,237,721

1,242,942
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CANON INC. AND SUBSIDIARIES

CONSOLIDATED

. o Thousands of

Results for the nine months Millions of yen US. dollars
Nine
months Nine months Nine months
ended ended Change(%) ended
September
30, 2008 September 30, 2007 September 30, 2008
(Unaudited) (Unaudited) (Unaudited)

Business machines
Net sales:
Unaffiliated customers ¥2,039,996 ¥ 2,132,367 - 43 $ 19,615,346
Intersegment - - - -
Total 2,039,996 2,132,367 - 4.3 19,615,346
Operating cost and expenses 1,602,938 1,644,525 - 2.5 15,412,865
Operating profit ¥ 437,058 ¥ 487,842 - 104 $ 4,202,481
Cameras
Net sales:
Unaffiliated customers ¥ 779,185 ¥ 787,561 - 1.1 $ 7,492,163
Intersegment - - - -
Total 779,185 787,561 - 1.1 7,492,163
Operating cost and expenses 621,512 573,402 + 8.4 5,976,076
Operating profit ¥ 157,673 ¥ 214,159 - 264 % 1,516,087
Optical and other products
Net sales:
Unaffiliated customers ¥ 280,240 ¥ 297,619 - 58 % 2,694,616
Intersegment 183,364 173,278 + 5.8 1,763,115
Total 463,972 470,897 - 1.5 4,457,731
Operating cost and expenses 454,633 447,162 + 1.7 4,371,471
Operating profit ¥ 8,971 ¥ 23,735 - 622 $ 86,260

Corporate and Eliminations
Net sales:
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Unaffiliated customers ¥ - ¥ - -9 -

Intersegment (183,364) (173,278) - (1,763,115)
Total (183,364) (173,278) - (1,763,115)
Operating cost and expenses (39,911) (10,639) - (383,758)
Operating profit ¥ (143,453) ¥ (162,639) - 3 (1,379,357)
Consolidated

Net sales:

Unaffiliated customers ¥3,099,421 ¥ 3,217,547 - 37  $ 29,802,125

Intersegment - - - -

Total 3,099,421 3,217,547 - 3.7 29,802,125

Operating cost and expenses 2,639,172 2,654,450 - 0.6 25,376,654

Operating profit ¥ 460,249 ¥ 563,097 - 183  $ 4,425,471

Note: General corporate
expenses of
JPY 142,445 million
(U.S.$1,369,663
thousand) and
JPY162,661 million
in the nine months
ended
September 30, 2008
and 2007,
respectively, are
included in

Corporate and

Eliminations.
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CANON INC. AND SUBSIDIARIES
CONSOLIDATED

4. CONSOLIDATED BALANCE SHEETS

U.S. dollars
As of As of As of
September December 31, Change September 30,
30, 2008 2007 2008

(Unaudited) (Unaudited)
ASSETS
Current assets:
Cash and cash equivalents ¥ 737,319 ¥ 944,463 ¥ (207,144) $ 7,089,606
Short-term investments 5,726 20,499 (14,773) 55,058
Trade receivables, net 608,429 794,240 (185,811) 5,850,279
Inventories 664,078 563,474 100,604 6,385,365
Prepaid expenses and other current
assets 306,759 286,111 20,648 2,949,605
Total current assets 2,322,311 2,608,787 (286,476) 22,329,913
Noncurrent receivables 15,516 15,239 277 149,193
Investments 119,299 90,086 29,213 1,147,106
Property, plant and equipment, net 1,395,916 1,364,702 31,214 13,422,269
Other assets 438,732 433,811 4,921 4,218,577
Total assets ¥4,291,774 ¥ 4,512,625 ¥(220,851) $ 41,267,058
LIABILITIES AND
STOCKHOLDERS EQUITY
Current liabilities:
Short-term loans and current portion of
long-term debt Y 5,748 ¥ 18,317 ¥ (12,569) $ 55,269
Trade payables 507,421 514,226 (6,805) 4,879,048
Accrued income taxes 59,928 150,726 (90,798) 576,231
Accrued expenses 311,125 357,525 (46,400) 2,991,587
Other current liabilities 169,410 215,911 (46,501) 1,628,942
Total current liabilities 1,053,632 1,256,705 (203,073) 10,131,077
Long-term debt, excluding current
installments 9,581 8,680 901 92,125
Accrued pension and severance cost 41,383 44,710 (3,327) 397,913
Other noncurrent liabilities 48,432 57,324 (8,892) 465,693
Total liabilities 1,153,028 1,367,419 (214,391) 11,086,808
Minority interests 204,844 222,870 (18,026) 1,969,654

Millions of yen

Thousands of

18



Stockholders equity:

Common stock

Additional paid-in capital

Legal reserve

Retained earnings

Accumulated other comprehensive
income (loss)
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174,736
403,002
53,493
2,865,172

(86,422)

174,698
402,991
46,017
2,720,146

34,670

38

11
7,476
145,026

(121,092)

1,680,154
3,875,019
514,356
27,549,731
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