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(Exact name of Registrant in Japanese as specified in its charter)

CANON INC.

(Exact name of Registrant in English as specified in its charter)
JAPAN
(Jurisdiction of incorporation or organization)
30-2, Shimomaruko 3-chome, Ohta-ku, Tokyo 146-8501, Japan
(Address of principal executive offices)
Sachiho Tanino, +81-3-3758-2111, +81-3-5482-9680, 30-2, Shimomaruko 3-chome, Ohta-ku, Tokyo 146-8501, Japan
(Name, Telephone, Facsimile number and Address of Company Contact Person)

Securities registered or to be registered pursuant to Section 12(b) of the Act.

Title of each class Name of each exchange on which registered
(1) Common Stock (the shares ) New York Stock Exchange*
(2) American Depositary Shares ( ADSs ), each of which represents one
share New York Stock Exchange

Securities registered or to be registered pursuant to Section 12(g) of the Act.
None

(Title of Class)

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act.
None

(Title of Class)

*Not for trading, but only for technical purposes in connection with the registration of ADSs.
Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock as of the close of the period covered by the annual report.

As of December 31, 2018, 1,079,749,823 shares of common stock, including 16,460,829 ADSs, were outstanding.
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Securities
Exchange Actof 1934. Yes No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days. Yes No
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Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation
S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or an emerging growth company. See
definition of large accelerated filer, accelerated filer, and emerging growth company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer Non-accelerated filer Emerging growth company
If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by check mark if the registrant has elected not to
use the extended transition period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.

The term new or revised financial accounting standard refers to any update issued by the Financial Accounting Standards Board to its Accounting Standards
Codification after April 5, 2012.

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included in this filing:

U.S. GAAP International Financial Reporting Standards as issued Other

by the International Accounting Standards Board
If Other has been checked in response to the previous question, indicate by check mark which financial statement item the registrant has elected to
follow. Item 17 Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes No
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CERTAIN DEFINED TERMS, CONVENTIONS AND PRESENTATION OF FINANCIAL INFORMATION
All information contained in this Annual Report is as of December 31, 2018 unless otherwise specified.

References in this discussion to the Company are to Canon Inc. and, unless otherwise indicated, references to the
financial condition or operating results of Canon refer to Canon Inc. and its consolidated subsidiaries.

On March 8, 2019, the noon buying rate for yen in New York City as reported by the Federal Reserve Bank of New
York was ¥111.11=U.S.$1.

The Company s fiscal year end is December 31. In this Annual Report 2018 refers to the Company s fiscal year ended
December 31, 2018, and other fiscal years of the Company are referred to in a corresponding manner.

FORWARD-LOOKING INFORMATION

This Annual Report contains forward-looking statements and information relating to Canon that are based on beliefs
of its management as well as assumptions made by and information currently available to Canon Inc. When used in
this Annual Report, the words anticipate, believe, estimate, expect, intend, may, plan, project, should
expressions, as they relate to Canon or its management, are intended to identify forward-looking statements. Such
statements, which include, but are not limited to, statements contained in Item 3. Key Information-Risk Factors,

Item 4. Information on the Company, Item 5. Operating and Financial Review and Prospects and Item 11. Quantitative
and Qualitative Disclosures about Market Risk reflect the current views and assumptions of the Company with respect
to future events and are subject to risks and uncertainties. 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 strategy and various other factors, both referenced and
not referenced in this Annual Report. 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 as anticipated,
believed, estimated, expected, intended, planned or projected. Canon Inc. does not intend or assume any obligation to
update these forward-looking statements.

Table of Contents 9
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PART I

Item 1. Identity of Directors, Senior Management and Advisers

Not applicable.

Item 2. Offer Statistics and Expected Timetable

Not applicable.
Item 3. Key Information

A. Selected financial data

The following information should be read in conjunction with and qualified in its entirety by reference to the
Consolidated Financial Statements of Canon Inc. and subsidiaries, including the notes thereto, included in this Annual

Report.

Selected financial data *1%3:

Net sales

Operating profit

Income before income taxes

Net income attributable to Canon Inc.
Advertising expenses

Research and development expenses
Depreciation of property, plant and
equipment

Increase in property, plant and equipment
Long-term debt, excluding current
installments

Common stock

Canon Inc. shareholders equity
Total assets

Average number of common shares in
thousands

Per share data:

Net income attributable to Canon Inc.
shareholders per share:

Basic

Diluted

Cash dividends declared

Cash dividends declared (U.S.$)*2
Notes:

Table of Contents

2018

2017

2016

2015

2014

(Millions of yen, except average number of shares and per share

¥3,951,937
342,952
362,892
252,755
58,729
315,842

175,771
159,316

361,962
174,762
2,827,602
4,899,465

1,079,753

¥ 23409
234.08
160.00

$ 1.440

¥ 4,080,015
321,605
353,884
241,923

61,207
333,371

189,712
147,542

493,238
174,762
2,870,630
5,198,291

1,085,439

¥ 22288
222.88
160.00

$ 1.483

data)
¥3,401,487
216,425
244,651
150,650
58,707
306,537

199,133
171,597

611,289
174,762
2,783,129
5,138,529

1,092,071

¥ 13795
137.95
150.00

$ 1.393

¥ 3,800,271
343,858
347,438
220,209

80,907
332,678

223,759
195,120

881
174,762
2,966,415
4,427,773

1,092,018

¥ 201.65
201.65
150.00

$ 1.290

¥3,727,252
345,750
383,239
254,797
79,765
311,896

213,739
182,343

1,148
174,762
2,978,184
4,460,618

1,112,510

¥ 229.03
229.03
150.00

$ 1.326

10
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1. The above financial data is prepared in accordance with U.S. generally accepted accounting principles.
Canon acquired Toshiba Medical Systems Corporation on December 19, 2016, which was subsequently
renamed as Canon Medical Systems Corporation ( CMSC ) on January 4, 2018. CMSC s consolidated balance
sheet and operating result since the acquisition date are reflected in Canon s consolidated financial
statements. For further information, please refer to Note 7 of the Notes to Consolidated Financial Statements.

2. Annual cash dividends declared (U.S.$) are translated from yen based on a weighted average of the noon
buying rates for yen in New York City as reported by the Federal Reserve Bank of New York in effect on the
date of each semiannual dividend payment or on the latest practicable date.
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3. Canon adopted ASU No. 2017-07 from the quarter beginning January 1, 2018. The adoption of the new
presentation requirement of the service cost component and the other components of net benefit cost resulted
in reclassification from cost of sales, and selling, general and administrative expenses, and research and
development expenses into other income (deductions) for the years ended December 31, 2017, 2016, 2015,
and 2014 respectively.

B. Capitalization and indebtedness

Not applicable.
C. Reasons for the offer and use of proceeds
Not applicable.
D. Risk factors

Canon is one of the world s leading manufacturers of office multifunction devices ( MFDs ), plain paper copying
machines, laser printers, cameras, inkjet printers, diagnostic equipment and lithography equipment.

Primarily because of the nature of the business and geographic areas in which Canon operates and the highly
competitive nature of the industries to which it belongs, Canon is subject to a variety of risks and uncertainties,
including, but not limited to, the following:

Risks Related to Economic Environment
Economic trends in Canon s major markets may adversely affect its operating results.

Canon s business activities are deployed globally in Japan, the United States, Europe, Asia, and in other regions.
Declines in consumption and restrained investment due to economic downturn in these major markets may affect
Canon s operating results. The operating results for products such as office, diagnostic equipment and industrial
equipment are affected by the financial results of its corporate customers or medical institutions, and deterioration of
their financial results has caused and may continue to cause customers to limit capital investments. Demand for
Canon s consumer products, such as cameras and inkjet printers, is discretionary. Rapid price declines owing to
intensifying competition and declines in levels of consumer spending and corporate investment could adversely affect
Canon s operating results and financial position.

Canon s operating and financing activities expose it to foreign currency exchange and interest rate risks that may
adversely affect its revenues and profitability.

Canon derives a significant portion of its revenue from its international operations. As a result, Canon s operating
results and financial position have been and may continue to be significantly affected by changes in the value of the
yen versus foreign currencies. Sales of Canon s products denominated in foreign currencies have been and may
continue to be adversely affected by the strength of the yen against foreign currencies. Conversely, a strengthening of
foreign currencies against the yen will generally be favorable to Canon s foreign currency sales. Canon s consolidated
financial statements are presented in yen. As such, the yen value of Canon s assets and liabilities arising from foreign
currency transactions have fluctuated and may continue to fluctuate. Unpredictable fluctuations may have certain
effects on Canon s consolidated financial statements. Although Canon strives to mitigate the effects of foreign
currency fluctuations arising from its international business activities, Canon s consolidated financial statements have
been and may continue to be affected by currency translations from the financial statements of Canon s foreign
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subsidiaries and affiliates, which are denominated in various foreign currencies. Canon is also exposed to the risk of
interest rate fluctuations, which may affect the value of Canon s financial assets and liabilities.
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Canon may be adversely affected by fluctuations in the stock and bond markets.

Canon s assets include investments in publicly traded securities. As a result, Canon s operating results and general
financial position may be affected by price fluctuations in the stock and bond markets. Volatility in financial markets
and overall economic uncertainty create the risk that the actual amounts realized in the future on Canon s investments
could differ significantly from the fair values currently assigned to them.

High prices of raw materials could negatively impact Canon s profitability.

Increases in prices for raw materials that Canon uses in manufacturing such as steel, non-ferrous metals and
petrochemical products may lead to higher production costs and Canon may not be able to pass these increased
production costs onto the sales prices of its products. Such increases in prices for raw materials could adversely affect
Canon s operating results.

Risks Related to Canon_s Industries and Business Operations

A substantial portion of Canon s business activity is conducted outside Japan, exposing Canon to the risks in
international markets.

A substantial portion of Canon s business activity is conducted outside Japan. There are a number of risks inherent in
doing business in international markets, including the following:

unfavorable political, diplomatic or economic conditions;

sharp fluctuations in foreign currency exchange rates;

unexpected political, legal or regulatory changes;

inadequate systems of intellectual property protection;

difficulties in recruiting and retaining qualified personnel; and

less developed production infrastructure.
Any inability to manage the risks inherent in Canon s international activities could adversely affect its business and
operating results.

Canon has invested and will continue to invest actively in next-generation technologies. If the markets for these
technologies do not develop as Canon expects, or if its competitors produce these or competing technologies in a
more timely or effective manner, Canon s operating results may be materially adversely affected.

Canon has made and will continue to make investments in next-generation technology research and development
initiatives. Canon s competitors may achieve research and development breakthroughs in these technologies more
quickly than Canon, or may achieve advances in competing technologies that render products under development by
Canon uncompetitive. For several years, Canon has continued its investments in development and manufacturing in
order to keep pace with technological evolution. If Canon s business strategies diverge from market demands, Canon
may not recover some or all of its investments, or may lose business opportunities, or both, which may have a material
adverse effect on Canon s operating results.

In addition, Canon has sought to develop production technology and equipment to accelerate the automation of its

manufacturing processes and in-house production of key devices. If Canon cannot effectively implement these
techniques, it may fail to realize cost advantages or product differentiation, which may adversely affect Canon s
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operating results. While differentiation in technology and product development is an important part of Canon s
strategy, Canon must also accurately assess the demand for and commercial acceptance of new technologies and
products that it develops. If Canon pursues technologies or develops products that are not well received by the market,
its operating results could be adversely affected.
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Entering new business areas through the development of next-generation technologies is a focal point of Canon s
corporate strategy. To the extent that Canon enters into such new business areas, Canon may not be able to establish a
successful business model or may face severe competition with new competitors. If such events occur, Canon s
operating results may be adversely affected.

If Canon does not effectively manage transitions in its products and services, its operating results may decline.

Many of the business areas in which Canon competes are characterized by rapid technological advances in hardware
performance, software functionality and product features; frequent introduction of new products; short product life
cycles; and continued qualitative improvements to current products at stable price levels. Canon has sought to invest
substantial resources into introducing appealing, innovative and cost-competitive new products. There are several
risks inherent in introduction of new products and services, such as delays in development or manufacturing,
unsuitable product quality during the introductory period, variations in manufacturing costs, negative impact on sales
of current products, uncertainty in predicting customer demand and difficulty in effectively managing inventory
levels. Moreover, if Canon is unable to respond quickly to technological innovations with respect to information
systems and networks, Canon s revenue may be significantly affected as a result of delays associated with the
incorporation into its products of such new information technologies.

Canon s revenues and gross margins also may suffer adverse effects because of the timing of product or service
introductions by its competitors. This risk is exacerbated when a competitor introduces a new product immediately

prior to Canon s introduction of a similar product. If any of these risks materialize, future demand for Canon s products
and services could be reduced, and its operating results could decline.

Changes in the print environment may affect Canon s business.
In the business machines market for such products as office MFDs, copying machines and printers, customers are
increasingly looking for ways to cut costs while protecting the environment. From this perspective, Managed Print

Services ( MPS ), which aim to optimize printing efficiencies in the office, have become popular in recent years. This
trend could lead to a decrease in business machine print volumes.
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