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The performance of the Konica Minolta Group steadily recovered until the first half of
the current fiscal year. However, the momentum for this recovery in sales slowed down
in the third quarter, and the Group recorded lower net sales and operating income for
the third quarter of the current fiscal year from the same period in the previous year,
with net sales falling ¥11.9 billion and operating income declining ¥6.3 billion year on
year. Taking into account this recent operating environment, the Group decided to revise
its forecasts at the time it announced its results for the third quarter of the current fiscal
year.
In the Business Technologies Business, profitability declined, as sales of new, highmargin MFPs fell short of targets, and given weak sales volumes of color MFPs, in
particular, contrary to expectations, and the shifting of the sales mix to low-speed MFPs.
In the Optics Business, sales of TAC films bottomed out in October, but those of other
products, including glass HD substrates and optical pickup lenses, remained sluggish,
reflecting the effects of customer production cutbacks, which ran longer than
anticipated.
As a result, net income for the first nine months of the current fiscal year rose year on
year, but it underperformed in relation to the latest forecasts.
In response, the Group will focus on bolstering sales in the fourth quarter of the
current fiscal year to offset the underperformance in the third quarter. Naturally, the
Group will continue efforts to cut expenses and production costs, and will be fully
committed to achieving the new business targets.
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Changes in net sales, operating income, and net income for the first nine months from
the same period of the previous fiscal year are presented at left. On the right of the
page, results for the third quarter compared with the second quarter are presented.
Goodwill amortization is also shown for reference.
Net sales for the first nine months declined ¥13.5 billion year on year. Operating
income rose ¥7.0 billion, operating income before amortization of goodwill was up ¥6.4
billion, and net income climbed ¥1.8 billion. The yen appreciated significantly, rising
¥6.72 against the U.S. dollar and ¥19.70 against the euro from the levels of the previous
year. This appreciation in the Japanese currency had a ¥40.3 billion negative impact on
sales and a ¥16.8 billion negative impact on operating income.
Both net sales and operating income for the third quarter were down from the second
quarter, illustrating the slowing momentum in the sales recovery in the third quarter.
The factors for this slowdown will be discussed in detail in the following pages.
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Net sales for the first nine months were almost on a par with the results for the
previous year, given the impact of the appreciation of the yen. Excluding the ¥40.3
billion negative impact of the exchange rate, net sales were up 5% year on year.
Operating income rose 33%, reflecting strong sales of profitable new MFPs in the
Business Technologies Business. Excluding the influence of the exchange rate, operating
income actually more than doubled.
Net sales for the third quarter, meanwhile, fell from the second quarter, given sluggish
sales of products in the Group’s mainstay businesses, including the Business
Technologies Business, the Optics Business, and the Healthcare Business. Operating
income also declined, reflecting a fall in sales volumes, changes in the sales mix, and the
fluctuations in sales prices.
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Net sales and operating income for each segment are presented here. I will not discuss
the main businesses, as I will be explaining them later.

5

Net sales for the first nine months were up slightly from the previous year. Operating
income increased 44%, given higher sales of new profitable MFPs. These figures
included the negative impact of the exchange rate, namely ¥35.0 billion on net sales and
¥13.6 billion on operating income. Excluding these factors, sales rose 10% and operating
income more than doubled.
To strengthen the commercial digital printing field, from the third quarter of the current
fiscal year, the Group has integrated the graphic imaging section, which was included in
the Medical & Graphic Imaging Business, into the Business Technologies Business. As a
result of this organizational restructuring, net sales of ¥2.3 billion have been added to
the production printing field. Excluding this figure, net sales of the production printing
field were almost unchanged from the previous year. The integration described above
had no impact on operating income.
Net sales for the third quarter declined a modest ¥3.0 billion from the second quarter.
Operating income was down ¥5.6 billion. As explained earlier, net sales included revenue
of ¥2.3 billion in the graphic imaging section, which was integrated into the Business
Technologies Business in the third quarter. Without these additional sales, net sales
actually fell ¥5.3 billion.
Overall profitability declined from the second quarter, reflecting sluggish unit sales of
color MFPs, in contrast to expectations, and the shifting of the sales mix to low-speed
MFPs. Sales volumes usually increase in the later part of the third quarter on seasonal
factors, but unfortunately volumes during the sales season last December did not rise to
the level we anticipated. In the production printing field, the Company launched three
new color systems. Among these products, bizhub PRESS C8000, the top range
production printing system, was introduced to maximize the digital commercial printing
market. However, promotion of this new product fell short of its maximum potential,
because it took longer for the Company to develop structures for the supply and sales of
the product as the digital commercial printing market was a new area, which the
Company entered.
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Unit sales of office MFPs and production printing systems, and both color and
monochrome products for the first nine months increased year on year. I will focus here
on sales for the third quarter, which fluctuated from the second quarter. Sales volumes
of office MFPs were down 7% from the second quarter. With sales volumes of color
MFPs falling 14% and those of monochrome MFPs down 4%, the decline in color MFPs
was most apparent. By region, sales volumes in Europe rose 5%, but those in other
regions remained generally sluggish.
Sales volumes of production printing systems fell 11%. Sales volumes of color products
rose 9%, partly reflecting the launch of new products, but sales of monochrome
products were down 29%. By region, sales volumes of color products in Europe and
North America rose 26% and 33%, respectively, while in Japan and other markets
volumes slipped approximately 30%. Sales volumes of monochrome products generally
declined in all regions, but the drop in North America was particularly steep. The decline
was also partly attributable to a seasonable factor, in which the number of large-scale
projects from public offices increases in the second quarter and declines in the third
quarter.
Sales of non-hardware remained steady, rising 2% on a yen basis and 3% on a local
currency basis. Although sales of non-hardware tend to fluctuate on a quarterly basis,
depending on the timing of payments requested of customers, sales of production
printing for the third quarter jumped.
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This page shows a comparison of net sales and operating income on a three month
basis with those for the previous period. To achieve an accurate comparison of the
changes, figures from the graphic imaging section have been excluded.
Actual net sales fell ¥5.3 billion, given a fall in sales volumes of office MFPs. Net sales of
production printing were unchanged, reflecting lower sales volumes, offset by higher
sales of non-hardware.
The decline of ¥5.6 billion in operating income was mostly attributable to negative
factors included in “sales volume change, others.” They included a decline in sales
volumes, as well as a fall in sales of profitable new color MFPs and a decline in the
weighting of sales of high-end products, resulting in a deterioration in the sales mix.
Moreover, shipment adjustments in response to sales that underperformed the plan
temporarily impacted on income. These factors that were included in “sales volume
change, others” affected income more apparently than they did net sales. Expenses rose,
given higher research and development expenses in the production printing business, a
growth business.
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Net sales for the first nine months declined ¥3.2 billion year on year, and operating
income was almost unchanged. Sales of TAC films fell slightly in yen terms, reflecting
production adjustment by customers that began last summer. Net sales of glass HD
substrates rose, given higher sales volumes of 320GB and other high density products.
The increase in net sales of optical pickup lenses was limited, given a significant rise in
sales volumes of products for Blu-ray, offset by a decline in average unit prices,
reflecting progress in the use of plastic lenses.
Net sales for the third quarter declined ¥3.7 billion from the second quarter, and
operating income fell ¥0.8 billion. Production adjustment of TAC films continued from last
summer to the third quarter, but net sales and income of the films bottomed out last
October and have been rising since. In particular, sales volumes of VA-TAC films rose
steadily. Sales of both glass HD substrates and optical pickup lenses remained sluggish in
yen terms, given the prolonged effects of production adjustment.
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To look at sales of main products in the Optics Business, I’ll also focus on a comparison
of sales for the third quarter with the second quarter.
As I mentioned earlier, sales of plain TAC films bottomed out last October and have
been recovering since. In particular, sales volumes of new VA-TAC products have been
rising with each month, following the commencement of shipments to customers who
have started producing spring models.
Demand for glass HD substrates was expected to rise from the third quarter.
Unfortunately, because production adjustment ran for longer than anticipated, sales
volumes of glass HD substrates were almost on a par with those for the second quarter.
Similarly, sales volumes of optical pickup lenses for both Blu-ray and DVD remained
sluggish, because of production adjustment.
Although the production adjustment phase is generally persisting in the Optics
Business, sales of TAC films, mainly VA-TAC films, have been recovering. This is a
positive factor for the fourth quarter.
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Factors that contributed to a decline in net sales of ¥3.7 billion included the exchange
rate fluctuations associated with the production of glass HD substrates in Malaysia, a fall
in sales prices in products mainly related to lens units, and a fall in sales volumes of
primarily optical pickup lenses and glass HD substrates, a factor related to “sales volume
changes, other.”
Operating income fell ¥0.8 billion, influenced significantly by a fall in sales volumes,
despite the introduction of initiatives to cut costs and control expenses.
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Taking into account the Group’s performance up to the third quarter explained earlier,
the Group has revised its full-year forecasts.
Specifically, we have lowered forecast net sales by ¥20.0 billion, to ¥780.0 billion, and
reduced forecast operating income and ordinary income by ¥5.0 billion, to ¥45.0 billion
and ¥38.0 billion, respectively. We have, however, left the forecasted net income at
¥20.0 billion, unchanged from the previous forecast, as we anticipate extraordinary
income from the reversal of a provision associated with the withdrawal from the photo
imaging business.
Consequently, we have also left forecast dividend payments unchanged from the
previous forecasts, expecting year-end dividend payments of ¥7.50 per share and fullyear dividend payments of ¥15 per share.
The Group has also revised its outlook for capital expenditure, depreciation, research
and development expenses, and free cash flow, in light of progress over the last nine
months and the forecasts for the fourth quarter. We have revised free cash flow to ¥15.0
billion, from previous forecasts of ¥25.0 billion, mainly reflecting the fact that
depreciation was lowered by ¥6.0 billion and it incurred expenses of ¥3.0 billion from the
acquisition of All Covered Inc. in the Business Technologies Business.
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The details of net sales and operating income by segment are as presented in the slide.

13

Let me now explain the main initiatives the Companies will be pursuing in the fourth
quarter to achieve its revised targets.
In the Business Technologies Business, the Company will devote maximum resources in
the office MFPs field to bolster sales volumes of profitable MFPs in all regions and
channels, in an effort to make the targets that the Company failed to achieve in the third
quarter. In the production printing field, the Company completed the development of
supply and sales structures for new color products in the third quarter. In the fourth
quarter, it will seek to expand sales of new color product series of bizhub PRESS in all
channels of not only commercial printing but also CRD and PFP. The Company will, in
particular, take marketing initiatives that focus on profitable color machines and high-end
products, and will strive to improve its profitability and optimize its gross profit by
bolstering sales volumes and improving the sales mix. The Company has been
developing OPS and businesses for major accounts on a global scale. As we have started
to win actual projects, we will aim to promptly conclude agreements for the projects we
have already captured and to complete installations of products in the fourth quarter.
In the Optics Business, the Company will aim to outperform the market in the TAC films
field by concentrating on bolstering sales of new VA-TAC films, a product in which it
excels, and extra-wide and thin plain TAC films. We will also strive to improve earnings
from glass HD substrates and optical pickup lenses, the markets for which continue to
face production adjustment, by improving and streamlining productivity through
measures such as the acceleration of the shift of production overseas.
With respect to Company-wide expenses control, we will allocate expenses for the
expansion of sales on a priority basis, while we will be fully committed to cutting other
expenses as appropriate. All Companies have, in fact, already been instructed to carry
out these initiatives, have already applied the initiatives to their own action plans, and
have already taken specific actions.
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On this slide, I will introduce a group of strategic products for the Group. We are
currently making a major effort with these products, as we seek to bolster their sales in
the fourth quarter.
Three machines on top left are new color products of production printing, including
bizhub PRESS C8000, a flagship machine, C7000, and C6000. The Company will expand
sales of these three products to the fullest extent possible.
The two monochrome machines at top right are the bizhub 602 and 502, which are
new products that were just introduced on January 25. They are high-end models of
monochrome MFPs, which are equipped with cutting edge color scanner and color
internet fax systems, and will be able to fully satisfy small and medium enterprises.
(These products will be launched worldwide from February.) These new products have
been designed based on the same platform as the color bizhub C360 series and
monochrome bizhub 423 series, which have already been launched. This feature has
enhanced compatibility among the machines in a network environment. As a result, we
will be able to present a broad array of proposals for equipment and systems for projects
large and small.
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Finally, I will explain the initiatives we will take to strengthen the IT services capability
in the Business Technologies Business.
First, I will explain the alliance with Getronics N.V. In November 2010, we concluded a
strategic cooperation agreement with Getronics N.V., a leading IT service provider in
Europe and a subsidiary of KPN, a major telecommunications company in Europe. We will
accelerate our initiatives to capture OPS in Europe and global major accounts by
benefiting from the expertise Getronics possesses, including work space management,
network connection, data centers, and consulting. Based on this strategic cooperation,
we commenced cooperative operations in Europe in January 2011, and we are examining
the possibility of expanding the operations to a global scale as a next step.
Second, in December 2010 we acquired All Covered Inc., which operates in the
managed IT service field and provides services for small and medium enterprises
nationwide in the United States. By using the IT service provision capability of All
Covered, we aim to accelerate vertical marketing and OPS that target specific industries
and businesses in the United States. We also anticipate synergies in sales of MFPs from
the application of our expertise in selling to small and medium enterprises, an area in
which we excel, to the customer base of All Covered. In this way, to accelerate initiatives
to develop the OPS and attract global major accounts, we will strengthen our IT service
capability as one of our most strategic issues going forward.
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