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CANON ELECTRONICS INC.

ANNUAL REPORT 2007(Unaudited)
CONSOLIDATED FINANCIAL HIGHLIGHTS

2007 2006 2007 2006
\ \ $ $

Net sales
   Component 69,749 62,457 611,837 547,870
   Electronic Information Appliance and others. 43,001 39,071 377,197 342,727

Total 112,750 101,528 989,034 890,597

Net Income 9,116 8,756 79,968 76,810

Net income per common share
   assuming no dilution 220.35 211.62 1.93 1.86
   assuming full dilution - - - -

Notes:We have made a three-for-two stock split on January 1, 2007. All per share information has been adjusted to reflect the stock split

2007 2006 2007 2006
\ \ $ $

Total assets 80,291 74,316 704,310 651,891

Net assets 50,187 43,273 440,235 379,589

CONSOLIDATED STATEMENTS OF INCOME

2007 2006 2007 2006
\ \ $ $

Net sales 112,750 101,528 989,034 890,597
Cost of sales 86,548 79,279 759,191 695,435
  Gross profit 26,202 22,249 229,843 195,162
Selling, general and administrative expenses 11,807 8,192 103,571 71,854
  Operating profit 14,395 14,057 126,272 123,308
Other income
  Interest and dividends 95 56 828 494
  Exchange gain - 64 - 558
  Gain on sales of investments in securities 729 15 6,400 133
  Other 301 202 2,642 1,768

1,125 337 9,870 2,953
Other expenses
  Interest 3 1 24 13
  Exchange losses 121 - 1,066 -
  Other 479 218 4,197 1,904

603 219 5,287 1,917
  Income before income taxes and minority interests 14,917 14,175 130,855 124,344

Income taxes 5,909 5,419 51,830 47,534
Minority interests (108) -                    (943) -                    
  Net income \ 9,116 8,756 79,968 76,810

Notes:U.S.Dollar amounts are translated from yen at the rate of \114=U.S.1, the approximate
        exchange rate on the Tokyo Foreign Exchange Market as of December 28,2007

Thousands of U.S. dollarsMillions of yen

Millions of yen Thousands of U.S. dollars

Millions of yen Thousands of U.S. dollars



2/4
CONSOLIDATED STATEMENTS OF CASH FLOW

2007 2006 2007 2006
\ \ $ $

Net income 9,116 8,756 79,968 76,810

Adjustment to reconcile net income to net cash
   provided by operating activities

  Depreciation and amortization 4,497 3,855 39,444 33,817
  Amortization of consolidation differences 279 -                      2,447 -                      
  Increase(decrease)in reserve for employees’ retirement benefits (656) (679) (5,753) (5,959)
  Loss on disposal of property and equipment 73 129 641 1,128
  Gain on sales of investments in securities (730) (15) (6,400) (133)
  Decrease  （increase） in trade receivables (1,387) (2,349) (12,168) (20,605)
  Decrease  （increase） in inventories (133) (987) (1,171) (8,655)
  Increase （decrease） in trade payables 117 2,800 1,029 24,563
  Other, net (30) 812 (265) 7,123

    Net cash provided by operating activities 11,146 12,322 97,772 108,089

Cash flows from investing activities

  Payments for purchases of investments in securities (295) (351) (2,585) (3,075)
  Proceeds from sales of investments in securities 1,346 23 11,810 204
  Payment for purchase of property , plant and equipment (7,858) (5,675) (68,928) (49,780)
  Acquisitions of subsidiaries, net of cash acquired (300) (1,780) (2,634) (15,616)
  Other,net (56) (239) (495) (2,093)

    Net cash used in investing activities (7,163) (8,021) (62,832) (70,361)

Cash flows from financing activities

  Dividends paid (2,118) (1,542) (18,576) (13,525)
  Other,net (17) (4) (155) (34)

    Net cash used in financing activities (2,135) (1,546) (18,731) (13,559)

Effect of exchange rate changes on cash and cash equivalents (5) 2 (45) 12

Net change in cash and cash equivalents 1,843 2,757 16,164 24,181

Cash and cash equivalents at beginning of year 17,716 14,959 155,404 131,223

Cash and cash equivalents at end of year 19,559 17,716 171,568 155,404

Notes:U.S.Dollar amounts are translated from yen at the rate of \114=U.S.1, the approximate
        exchange rate on the Tokyo Foreign Exchange Market as of December 28,2007

Thousands of U.S. dollarsMillions of yen
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CONSOLIDATED BALANCE SHEETS

Assets
2007 2006 2007 2006

Current assets \ \ $ $
   Cash and cash equivalents 19,559 17,716 171,568 155,404
   Trade receivables 21,293 19,825 186,784 173,902
   Inventories 5,113 4,979 44,849 43,676
   Others 2,503 2,461 21,952 21,589
   Less allowance for doubtful receivables (4) (2) (32) (20)

      Total current assets 48,464 44,979 425,121 394,551

Property, plant and equipment
   Buildings and structures 18,473 17,863 162,045 156,693
   Machinery and equipment 31,682 27,165 277,916 238,289
   Land 7,354 6,032 64,511 52,912
   Construction in progress 494 354 4,330 3,109

   Less accumulated depreciation 32,501 28,751 285,096 252,204

            Net property, plant and equipment 25,502 22,663 223,706 198,799

Investment and other assets
   Investments in securities 1,337 1,669 11,724 14,640
   Good will 1,216 1,295 10,664 11,357
   Others 3,772 3,710 33,095 32,544

      Total investments and other assets 6,325 6,674 55,483 58,541

      Total assets \ 80,291 74,316 704,310 651,891

Liabilities and Net assets
2007 2006 2007 2006

Current liabilities \ \ $ $
   Notes and accounts payable 19,303 19,141 169,327 167,906
   Income taxes payable 3,373 3,148 29,586 27,612
   Accrued expenses 1,799 1,817 15,782 15,942
   Construction notes payable 93 549 818 4,817
   Others 1,675 1,755 14,687 15,389
     Total current liabilities 26,243 26,410 230,200 231,666

Long-term liabilities
   Benefits for employees’ retirement 3,477 4,133 30,499 36,252
   Others 384 500 3,376 4,384

     Total long-term liabilities 3,861 4,633 33,875 40,636

     Total liabilities 30,104 31,043 264,075 272,302

Net assets
   Stockholders' equity
     Common stock, par value \50 per share
      Authorized ：60,000,000 shares
      Issued ： 41,471,826 shares 4,969 4,969 43,589 43,589
     Additional paid-in capital 9,040 9,038 79,302 79,285
     Retained earnings 35,121 28,128 308,076 246,739
     Treasury stock (123) (97) (1,082) (852)
       Total Stockholders' equity 49,007 42,038 429,885 368,761

   Valuation,translation adjustments and others
     Other:Marketable securities valuation differential 7 41 58 361
     Net gains and losses on derivative instruments (1) (15) (5) (136)
     Adjustment of exchange conversion (240) (246) (2,104) (2,156)
       Total Valuation,translation adjustments and others (234) (220) (2,051) (1,931)

   Minority interest 1,414 1,455 12,401 12,759

     Total net assets 50,187 43,273 440,235 379,589

     Total liabilities and net assets \ 80,291 74,316 704,310 651,891

Notes:U.S.Dollar amounts are translated from yen at the rate of \114=U.S.1, the approximate
        exchange rate on the Tokyo Foreign Exchange Market as of December 28,2007

Thousands of U.S. dollars

Thousands of U.S. dollars

Millions of yen

Millions of yen
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CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

Common
stock

Additional
paid-in
capital

Retained
earnings

Treasury
stock

Total
stockholder's

equity

Other:
marketable
securities
valuation

differential

Net gains
and losses

on
derivative

instruments

Adjustment of
exchange

conversation

Total
valuation,
translation

adjustments
and others

Balance at December 31, 2006 4,969¥     9,038¥     28,128¥   (97)¥         42,038¥         41¥            (15)¥            (246)¥            (220)¥          1,455¥     43,273¥   
　Cash dividends (2,123) (2,123) -                 (2,123)
　Net income 9,116 9,116 -                 9,116
　Purchases of treasury stock (27) (27) -                 (27)
　Disposition of treasury stock 2 1 3 -                 3
　Other, net -                  (34) 14 6 (14) (41) (55)
Balance at December 31, 2007 4,969¥     9,040¥     35,121¥   (123)¥       49,007¥         7¥              (1)¥              (240)¥            (234)¥          1,414¥     50,187¥   

Common
stock

Additional
paid-in
capital

Retained
earnings

Treasury
stock

Total
stockholder's

equity

Other:
marketable
securities
valuation

differential

Net gains
and losses

on
derivative

instruments

Adjustment of
exchange

conversation

Total
valuation,
translation

adjustments
and others

Balance at December 31, 2006 0$            0$            0$ 0$            0$                  0$              0$               0$                  0$               0$            0$            
　Cash dividends 0 (18,631) (18,631) 0 0 0 -                 (18,631)
　Net income 0 79,968 79,968 0 0 0 -                 79,968
　Purchases of treasury stock 0 (238) (238) 0 0 0 -                 (238)
　Disposition of treasury stock 0 17 8 25 0 0 0 -                 25
　Other, net 0 0 0 0 -                  (303) 131 52 (120) (358) (478)
Balance at December 31, 2007 0$            17$          61,337$ (230)$       61,124$         (303)$         131$           52$                (120)$          (358)$       60,646$   

Notes:U.S.Dollar amounts are translated from yen at the rate of \114=U.S.1, the approximate
        exchange rate on the Tokyo Foreign Exchange Market as of December 28,2007

Millions of yen
Stockholders' equity Valuation,translation adjustments and others

Minority
interests

Total net
assets

Thousands of U.S. dollars
Stockholders' equity Valuation,translation adjustments and others

Minority
interests

Total net
assets


