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CANON ELECTRONICS INC.

SEMI-ANNUAL REPORT 2006 (Unaudited)

CONSOLIDATED FINANCIAL HIGHLIGHTS

For the six-month periods ended June 30.
2006 2005 2006 2005

\ \ $ $
Net sales
   Component 29,004 26,229 252,212 228,076
   Electronic Information Appliance and others. 19,410 20,267 168,776 176,240

Total 48,414 46,496 420,988 404,316

Net Income 4,058 3,625 35,291 31,518

Net income per common share
   assuming no dilution 147.12 131.37 1.28 1.14
   assuming full dilution - - - - 

June 30, December 31, June 30, December 31,
2006 2005 2006 2005

\ \ $ $
Total assets 67,584 61,523 587,684 534,986

Stockholders' equity 37,890 34,604 329,478 300,908

CONSOLIDATED STATEMENT OF INCOME

For the six-month periods ended June 30.
2006 2005 2006 2005

\ \ $ $
Net sales 48,414 46,496 420,988 404,316
Cost of sales 37,814 37,071 328,818 322,357
  Gross profit 10,600 9,425 92,170 81,959
Selling, general and administrative expenses 4,064 3,582 35,337 31,154
  Operating profit 6,536 5,843 56,833 50,805
Other income
  Interest and dividends 25 9 218 73
  Exchange gains 0 141 0 1,224
  Other 86 65 743 575

111 215 961 1,872
Other expenses
  Interest 1 1 5 11
  Exchange loss 36 0 310 0
  Other 75 156 651 1,355

112 157 966 1,366
  Income before income taxes and minority interests 6,535 5,901 56,828 51,311

Income taxes 2,477 2,276 21,537 19,793
Minority interests 0 0 0 0
Adjustment of exchange conversation 0 0 0 0
  Net income \ 4,058 3,625 35,291 31,518

Notes:U.S.Dollar amounts are translated from yen at the rate of ￥115=U.S.1, the approximate
        exchange rate on the Tokyo Foreign Exchange Market as of June 30,2006.

Millions of yen Thousands of U.S. dollars

Thousands of U.S. dollarsMillions of yen

Millions of yen Thousands of U.S. dollars
(except per share amounts) (except per share amounts)
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CONSOLIDATED STATEMENT OF CASH FLOW

For the six-month periods ended June 30.
2006 2005 2006 2005

\ \ $ $
Net income 4,058 3,625 35,291 31,518

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

Depreciation and amortization 1,737 1,571 15,102 13,660
Discrepancy due to change to retirement benefit accounting (329) (183) (2,860) (1,595)
Loss on disposal of property and equipment 48 137 412 1,193
Decrease  (increase) in trade receivables (1,417) (1,399) (12,324) (12,166)
Decrease  (increase) in inventories (697) (519) (6,064) (4,516)
Increase (decrease) in trade payables 1,876 598 16,315 5,201
Other, net 42 46 373 407

  Net cash provided by operating activities 5,318 3,876 46,245 33,702

Cash flows from investing activities

  Payment for purchase of property , plant and equipment (1,757) (3,694) (15,277) (32,118)
  Other (461) (84) (4,008) (728)

    Net cash used in investing activities (2,218) (3,778) (19,285) (32,846)

Cash flows from financing activities

  Dividends paid (715) (522) (6,221) (4,540)
  Other (2) (19) (17) (165)

  Net cash used in financing activities (717) (541) (6,238) (4,705)

Effect of exchange rate changes on cash and cash equivalents 1 (14) 5 (123)

Net change in cash and cash equivalents 2,384 (457) 20,727 (3,972)

Cash and cash equivalents at beginning of year 14,959 14,175 130,082 123,261

Cash and cash equivalents at end of year 17,343 13,718 150,809 119,289

Notes:U.S.Dollar amounts are translated from yen at the rate of ￥115=U.S.1, the approximate
        exchange rate on the Tokyo Foreign Exchange Market as of June 30,2006.

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

Assets
June 30, December 31, June 30, December 31,

2006 2005 2006 2005

Current assets \ \ $ $
   Cash and cash equivalents 17,343 14,959 150,809 130,082
   Trade receivables 18,484 17,065 160,727 148,395
   Inventories 4,391 3,694 38,183 32,119
   Others 1,966 1,691 17,098 14,708
   Less allowance for doubtful receivables (1) (1) (12) (13)

      Total current assets 42,183 37,408 366,806 325,291

Property, plant and equipment
   Buildings and structures 16,878 16,527 146,763 143,718
   Machinery and equipment 25,262 24,219 219,667 210,606
   Land 5,541 5,531 48,185 48,095
   Construction in progress 990 354 8,610 3,075

   Less accumulated depreciation 27,264 26,209 237,075 227,908

            Net property, plant and equipment 21,407 20,422 186,150 177,586

Investment and other assets
   Investments in securities 421 464 3,659 4,033
   Others 3,573 3,229 31,069 28,076

      Total investments and other assets 3,994 3,693 34,728 32,109

      Total assets \ 67,584 61,523 587,684 534,986

Liabilities and stockholders' equity
June 30, December 31, June 30, December 31,

2006 2005 2006 2005

Current liabilities \ \ $ $
   Notes and accounts payable 18,062 16,184 157,061 140,733
   Income taxes payable 2,411 2,344 20,967 20,383
   Accrued expenses 2,067 1,694 17,972 14,730
   Construction notes payable 972 117 8,453 1,022
   Others 1,387 1,267 12,063 11,011
     Total current liabilities 24,899 21,606 216,516 187,879

Long-term liabilities
   Benefits for employees’ retirement 4,378 4,707 38,072 40,933
   Other 417 606 3,618 5,266

     Total long-term liabilities 4,795 5,313 41,690 46,199

     Total liabilities 29,694 26,919 258,206 234,078

Stockholders' equity
   Common stock 4,969 4,969 43,210 43,210
   Additional paid-in capital 9,038 9,038 78,595 78,594
   Retained earnings 24,258 20,943 210,939 182,111
   Treasury stock (95) (93) (827) (810)
   Other:Marketable securities valuation differential 39 65 337 568
   Net gains and losses on derivative instruments (3) 0 (23) 0
   Adjustment of exchange conversion (316) (318) (2,753) (2,765)

     Total stockholders' equity 37,890 34,604 329,478 300,908

     Total liabilities and stockholders' equity \ 67,584 61,523 587,684 534,986

Notes:U.S.Dollar amounts are translated from yen at the rate of ￥115=U.S.1, the approximate
        exchange rate on the Tokyo Foreign Exchange Market as of June 30,2006.

Thousands of U.S. dollars

Thousands of U.S. dollars

Millions of yen

Millions of yen


