1. Overall Conditions at First Half
This fiscal half, the global economy has changed to generally a bullish market, and the influence of this is being magnified primarily in various countries, such as China, America, and the rest of Asia. However, for the electronics industry, due to sharp rises in the prices of crude oil and raw materials and price competition, prices are continuing to fall and the relentless effects on the business environment have continued.

Under these business conditions, SANYO is going forward in its efforts based on the “Think GAIA” vision to continue the “SANYO Evolution Project” – its three year transformation plan – and aims to become an “Advanced Environment and Energy Maker.” Already, SANYO has taken proactive measures in shifting management resources to three core businesses namely, ‘Power Solutions,’ ‘HVAC/R and Commercial Equipment,’ and ‘Personal Mobile Equipment.’

Regarding this first half and transformation in businesses such as the semiconductor and television business, SANYO aims to transform the business model so the business can thrive independently in the market. The following measures have been implemented:

Semiconductor Business
The semiconductor business was able to conform to environmental changes, and in order tobuild a system that can effectively procure funds from the capital market, SANYO spun off its
semiconductor business establishing SANYO Semiconductor Co., Ltd. in July.

Television Business
On October 1st, the television business moved its main company functions to North America, a center of SANYO’s television business market. Additionally, it created a Global Management system. Taiwan’s Quanta Computer and SANYO established SANYO Visual Technology Co., Ltd. and progress is being made focusing on the joint procurement of materials and parts, and SANYO started sales of LCD televisions that use Quanta’s panels.

Meanwhile, concerning the negotiations for establishing a new company which were moving forward with Finland Nokia in the CDMA cellular phone business, it was decided that for both companies it was appropriate to seek other options individually. Both companies continue to enjoy a positive relationship with each other after deciding to go separate ways and are responding to the expectations of the market and customers.

Along with the above listed business transformation details, regarding financial affairs, by attempting to conduct cost reduction, continuing consolidation of property, and working for a reduction of interest-bearing debt, SANYO is making efforts to create a healthy financial structure.

As for the embodiment of the “Think GAIA” vision, SANYO has already begun full-blown
international sales of the extremely popular ‘eneloop’ rechargeable battery (a low self-discharge rechargeable battery). Additionally, SANYO has begun sales of domestic and commercial use air purifying systems that equip the “virus washer” function which uses SANYO’s skills with electrolyzed water, removing viruses from the air and draws out and maximizes water’s power. SANYO has also begun sales of an Ultra-short Focus LCD Projector that enables high-quality presentations to be held on a large screen even in small meeting rooms or small classrooms.

By type: the showcase and large-scale air conditioner markets are bullish, and the solar cell and electronic component products have seen increased sales. The digital cameras and cellular phones, which experienced difficulty in dealing with the effects and changes of the business, as well as home-use air conditioners, which suffered the effects of unseasonable weather, have seen a sharp reduction in sales.

Consolidated Results
Mid-term net sales were 1,095.5 billion yen, a decrease of 7.1% over the same period last year.Of this, sales in Japan were 481.2 billion yen, a decrease of 16.2% over the same period last year. Overseas net sales increased 1.5% to 614.3 billion yen over the same period last year.

Looking at the performance in the various segments, the Consumer segment recorded sales of 493.5 billion yen, a decrease of 12.3% compared with the same period of the previous year. This results from the effects of price decrease overseas on cellular phones and intense competition in the OEM market for digital cameras. Products such as new-function-equipped navigation products and the highly popular LCD televisions marketed towards North America have seen increased sales.

White goods such as SANYO’s new ‘AQUA’ washing machine with its ‘air wash’ function that disinfects and deodorizes clothes with the power of ozone (air) were highly popular. Due to unseasonable weather, however, air conditioners have seen a drop in sales, making white goods’ sales lower.

Commercial segment sales amounted to 133.9 billion yen, an increase of 13.8% compared with the same period of the previous year. Showcases, which are one the lowest selling items in the industry overall, saw an increase through gaining new customers as well as existing customers remodeling.

Sales of biomedical products in Japan decreased, however, sales overseas focusing on places like Europe and North America increased. Also, through changes from traditional to electronic filing in medical systems, sales of medical systems continued to increase.

Component segment sales decreased 1.7% over the same period last year to 442.4 billion yen.
Sales of rechargeable batteries overall decreased slightly, but based on consumer needs, SANYO’s ‘eneloop’ – a Nickel-metal Hydride rechargeable battery with low self-discharge – was launched for full-blown sales in North America, Europe, and Asia.

SANYO continued sales of photovoltaic modules centering on the high-demand German market in Europe, and the sale of HIT solar cells increased.

Electronic components increased overall due to rising demand in personal computers, condensers for cellular phones and motors. However, business reorganization due to the establishment of SANYO Epson Imaging Devices Co., Ltd. sharply decreased LCD panel sales.

Other segment sales decreased 47.3% over the same period last year to 25.8 billion yen. This is due to the removal of SANYO Homes Co., Ltd. as a consolidated subsidiary.

In terms of profit, due to fierce market competition and lowering prices, consumer segment products such as cellular phones and digital cameras’ sales reduced dramatically, however, through cost reductions and favorable changes to cost to sales ratio, operating income of 15.8 billion yen were recorded. Losses on impairments of long-term assets were 3.9 billion yen, investment loss on equity method was 4.1 billion yen, leaving a total of 7.0 billion yen. This left a net loss of 3.6 billion yen for the half after corporate income tax.

Consolidated financial position
(Assets)
Total assets at mid-term decreased 17.2 billion yen to 2,137.7 billion yen. This is primarily due to a decrease in cash, time deposits, restricted cash, investments, advances and property, plant and equipment at a cost of 72.3 billion yen, even though inventory increased 57.2 billion yen compared to the end of fiscal year 2005.

(Liabilities and Stockholder’s Equity)
Total liabilities at mid-term increased 2.1 billion yen to 1,735.7 billion yen, from the end of fiscal year 2005. This is primarily due to accounts payable debt and long-term deferred income tax including such debt as notes and accounts payable increasing 49.0 billion yen compared to the end of fiscal 2005, even though short-term borrowings, current portion of long-term debt and company bonds, and long-term debt decreased 46.3 billion yen compared to the end of fiscal year 2005.

Total Stockholders’ equity decreased 16.8 billion yen to 386.1 billion yen from a net loss for
the period of 3.6 billion yen and accumulated other comprehensive loss which was an
additional decrease of 13.1 billion yen from the end of fiscal 2005.

(Cash Flows)
Regarding statement of cash flows, net cash provided by operating activities was 10.7 billion yen; net cash used in investing activities was 1.0 billion yen. Net cash provided by financing activities was 31.4 billion yen. Taking into account exchange rate fluctuations, cash and cash equivalents at the end of the mid-term increased by 42.7 billion yen, compared to the end of fiscal year 2005, to 340.2 billion yen.

Non-consolidated Results
Mid-term non-consolidated net sales were 593.7 billion yen, a decrease of 8.2% over the same
period last year. Of this, sales in Japan were 378.1 billion yen, a decrease of 6.9% over the same period last year. Overseas net sales decreased 10.3% to 215.5 billion yen over the same period last year.

In terms of profit, due to lower sales in consumer segment products such as cellular phones and digital cameras’, and component segment products such as semiconductor, losses of 11.6 billion yen were recorded, and current losses of 8.8 billion yen were recorded for the mid-term. Due to such losses related to the appraised loss on stock of affiliated companies of 8.3 billion yen, and impairment loss on fixed assets to the amount of 2.6 billion yen, the net loss before tax for the mid-term was 13.3 billion yen, and net loss was 14.5 billion yen.

Therefore, unfortunately no dividend will be paid out this term.

2. Forecast of consolidated results for FY 2006 (April 1, 2006 to March 31, 2007)

Henceforth, although it is reasonable to think the electronics industry will continue to experience a harsh business conditions, the marketplace for products that protect the environment is showing an expansion due to people’s growing awareness of global environmental problems thanks to ever-stricter environmental regulations in places such as Europe and the United States.

Consequently, SANYO will implement the following measures in order to accelerate the
transformation into a “Leading Provider of Environment & Energy-Related Products”.

(1) Strengthening HVAC/R and Commercial Segments
For SANYO, a company willing to take on the challenge of global environmental problems, strengthening the HVAC/R and Commercial Segments and the power solutions business is absolutely imperative. The industrial equipment segment for products such as showcase and commercial air conditioners will strengthen business in overseas markets, especially in the remarkably progressing Chinese market. The photovoltaic module business will proactively expand the business by starting programs such as the “Next Generation Program for HIT Solar Cells” which will triple current sales by 2010. In addition, SANYO will integrate the commercial and consumer businesses in such areas as product development, manufacturing, and sales, and provide products and services only SANYO can provide.

(2) Facility Reforms (Manufacturing sites in Japan)
As manufacturing sites have been spread throughout many locations in Japan and through the transfer of product manufacturing overseas and discontinuing product lines, SANYO has noticed slight weaknesses in manufacturing skills and power.

Therefore, in order to produce “Think GAIA” products, SANYO will strengthen manufacturing power and make progress on “Facility Reforms” to reduce costs. Specifically, after making clear the capabilities of each manufacturing location in Japan, SANYO will adjust accordingly.

(3) Global Management
SANYO will strive to effectively utilize all of the SANYO’s management resources (human, asset and financial resources) maximize efficiency across the world.

Specifically, management personnel will surpass the barriers of business group and in order to limit the fragmentation of production and sales offices, SANYO will endeavor to both reduce costs and make business operations effective by further eliminating and consolidating operations, even those abroad.

As regards the home-use refrigeration business that was selected as a business to be restructured, SANYO partnered in the fields of manufacturing and sales with Haier Group China, the world’s leading company within this category and plans to increase cost competitiveness by extending a manufacturing license agreement with the same company.

Furthermore, SANYO signed a basic agreement for establishing a joint venture for development, design and product control, and by using a new business model employing the strengths of both parties, will create a more competitive business.

Additionally, as regards the cellular phone and digital camera businesses, which is forecast to incur considerably reduced earnings and sales in the second half because of inadequately addressing sizeable developments in the business climate, SANYO will implement a hard-hitting measure for profitability, by drastically reducing fixed costs in order to adequately respond to the changing climate, and then rebuild the business.

Henceforth, It is our intention to push forward undaunted quickening the pace as a unified company, in order to trigger growth at the earliest possible date in the last stage of structural transformation, and the results of performance recovery will inevitably indicate the success of the structural transformation.

Please see below for the forecast for the consolidated and non-consolidated results for the

fiscal year ending in March 2007:

	Forecast for consolidated results

	Net sales
	2,200 billion yen
	91.8% (Compared to previous year)

	Operating income (loss)
	35 billion yen
	Previous year: (17.2 billion yen)

	Income before taxes (loss)
	(25 billion yen)
	Previous year: (165.7 billion yen)

	Net income (loss)
	(50 billion yen)
	Previous year: (205.7 billion yen)


	Forecast for non-consolidated results

	Net sales
	1,190 billion yen
	87.9% (Compared to previous year)

	Operating income (loss)
	(19 billion yen)
	Previous year: (40 billion yen)

	Income before taxes (loss)
	(21 billion yen)
	Previous year: (48.2 billion yen)

	Net income (loss)
	(65 billion yen)
	Previous year: (360.9 billion yen)



*The above mentioned forecast of results is based upon assumptions deemed reasonable at the time of preparation, actual results may differ significantly form forecasts. Actual results may be influenced but not limited to the following, changes in political and economic regions, increased material costs and fluctuations in the foreign exchange markets.
