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Disclaimer

Forward-looking statements and charts contained in our documents are based on currently
available information. Actual results may significantly differ from projected figures depending
on various factors.

Abbreviation in this report

CE: Car Electronics COM: Communications HE: Home Electronics
FYE: Fiscal Year Ended/Ending
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1. Highlights of Interim
Operating Results for FYE'07/3
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1. Highlights of Interim Operating Results for FYE'07/3 ‘ v

(1) Summary of Interim Period of FYE'07/3

Net Sales Decreased 9.3% YoY

Operating Profit Decreased 9.9% YoY due to a decline in net sales and investments
in strategic development, but exceeded the initial forecast

Ordinary Income Increased 22.7% YoY due to the effect of the reform of asset
structure in the previous FY

Net Income Decreased 56.7% YoY with the absence of the temporary
extraordinary profit posted in the previous FY

(JPY in Billion)
'05/9 Initial Revised '06/9
Forecast Forecast
(as of Oct 13)

Net Sales 90.1 85.0 82.0 81.7
Operating Profit 3.5 2.8 3.2 3.2
Ordinary Income 15 2.0 2.0 1.9

Net Income 29 1.5 1.6 1.3
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1. Highlights of Interim Operating Results for FYE'07/3 : ; )

(2) Improving Competitiveness in Businesses Progressed as Planned

CE Business
Consumer (Audio) field
* Full-scale distribution of 2006 models
* Enhancement of product lineups of 2007 models

Consumer (Multimedia) field
* Full-scale distribution of self-developed car navigation systems and new-concept car

navigation systems for overseas markets
* Commercialization of one segment broadcasting- (One-Seg) and 12 segment + one

segment broadcasting-capable models

OEM field
* Strengthening cost competitiveness through increased production and transfer of

production at/to Shanghai Plant

COM Business
* Expansion of commercial wireless radio equipment in the U.S., Europe and

emerging markets

HE Business
* Commercialization of high-quality sound models in portable audio and pure

audio systems through strategic development
S ———————— { = \ '@ 10| b I

2. Interim Operating Results for
FYE'07/3
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2. Interim Operating Results for FYE'07/3 ?
Consolidated Profit & Loss o

Net Sales
Decreased JPY8.4 billion (9.3%) from the previous interim period
Operating Profit
Decreased JPY0.3 billion (9.9%) from the previous interim period,
but increased JPY0.4 billion (13.8%) compared to the initial forecast

Ordinary Income
Increased JPYO0.3 billion (22.7%) from the previous interim period
Net Income

Decreased JPY1.6 billion (56.7%) from the previous interim period
and decreased JPYO0.3 hillion (21.7%) compared to the revised forecast

Consolidated PL (3PY in Billion)
05/9 Initial forecast Revised forecast 06/9
Ratio Ratio | [@s of Oct13)f  Ratio Ratio
Net Sales 90.1 85.0 82.0 81.7
Operating Profit 3.5 3.9% 2.8 3.3% 32| 3.9% 3.2 3.9%
Ordinary Income 15| 1.7% 2.0 2.4% 20| 2.4% 19| 2.3%
Net Income 29| 3.2% 15| 1.8% 16| 2.0% 13| 1.5%
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2. Interim Operating Results for FYE'07/3 ?
Consolidated Net Sales o

* Sales of COM increased, but sales of CE and HE decreased

>> Consolidated sales for the entire group decreased JPY8.4 billion (9.3%) from the previous
interim period
Decrease of JPY3.3 hillion (3.9%) compared to the initial forecast mainly due to the decline in

sales of CE
JPY in Billion JPY in Billion
Consolidated Net Sales Increase/Decrease Factors (YoY)
100.0 100.0
Oth 9.1 85.0
ermxT .
0 HE 817
80.0 . = 46 CcOoM
: +0.6 CE
27.9 COM 90.0 06
60.0 28.4 ’
40.0
80.0
20.0
0 70.0
'05/9 '06/9 Initial forecast '05/9 '06/9
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2. Interim Operating Results for FYE'07/3 ! .' _
Consolidated Operating Profit s N

*  The decrease in profit of CE was compensated by the increased profit of COM.

* HE profits held steady from the previous interim period due to the effect of a strategy
change, despite lower sales.

>> Consolidated operating profit for the entire group slipped JPY0.3 billion (9.9%) from the

previous interim period.
Increase of JPY0.4 billion (13.8%) over the initial forecast mainly due to increased COM

profits and the improved profitability of HE and CE OEM

LJPY in Billion JPY in Billion
Consolidated Operating Profit 5 Increase/Decrease Factors (YoY)

5.0 35

3.2
a0 [0l ce o coMm

- 40.
sol | | 4.0 4 CE

20— 36 com 40 |

2.8 35
10— HE Other
0 -0.7 o 0
09 HE |09 3.0
-1.0

-2.0 25
'05/9 '06/9 Initial forecast '05/9 '06/9
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2. Interim Operating Results for FYE'07/3 ! .' _
Consolidated Ordinary Income s N

* The decrease in operating profit was offset by significant improvements in non-operating
profit due to the reform of the asset structure in the previous FY.

>> Consolidated ordinary income for the entire group increased JPY0.3 billion (22.7%) from
the previous interim period, almost in line with the initial forecast.

DPY in Billion JPY in Billion
20 Consolidated Ordinary Income 30 Increase/Decrease Factors (YoY)
2.0 2.0
+0.5
-0.3
+;,9'2 Q
0 B 1.9 10 o< 8 g
1.5 s3 £2 53
=8 23 33
@ go =g
0 & E
'05/9 '06/9 Initial forecast '05/9 Qe '06/9
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2. Interim Operating Results for FYE'07/3
Consolidated Net Income j -

* Temporary extraordinary profit items (pension assets returned to the government of JPY4.8 billion) posted in
the previous FY disappeared

* However, extraordinary profit improved significantly with the reform of asset structure in the previous FY

>> The decline in consolidated net income was limited to JPY1.6 billion (56.7%) from the previous interim

eriod.

Elet income was JPYO0.2 billion short of the initial forecast (JPY0.3 billion short of the revised forecast),
mainly because of the recording of the future portion of retirement allowance paid to a total of 11 directors
and auditors in the current interim period, associated with the abolition of this retirement benefit system.

JPY in Billion . JPY in Billion
o Consolidated Net Income Increase/Decrease Factors (YoY)
o>
6.0 +1.1 £3
3.0 - EE
50 —38% ==
2 5825
21 3 25 58
40— g1es vz ]
20— = [88 2%
= o 25 2=
30 Mt B
2.9 i8S “8 52
10 20 |43 &= 22
13 1.5 29 = " 43
o 1.0 8 2 -0.5
3 ) 1.3
'05/9 '06/9 Initial forecast '05/9 '06/9
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2. Interim Operating Results for FYE'07/3 ‘ J N Iy
Balance Sheet : -

The balance sheet further improved with a decrease in accounts receivable
and an increase in retained earnings.

Interest-bearing debt and net debt further decreased due to repayment of
borrowings.

(JPY in Billion)

Endof '05/9 | [ Endof06/3 || End of ‘06/0 | Shangeirom
Capital 111 111 111 0
Capital surplus 134 134 13.4 0
Retained earnings 15.1 18.3 18.8 +0.4
Total Net assets 324 375 38.2 +0.7
Total Assets 111.0 109.6 105.9 -3.6
Shareholders’ equity ratio 29.2% 34.2% 36.0% +1.8%
Interest-bearing debt 33.1 26.3 25.8 -0.5
Net debt 185 12.2 10.4 -1.8

Copyright © 2006 KENWOOD Al rights reserved. May not be copied of reprinted without prior written approval
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Segment Information
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2. Interim Operating Results for FYE'07/3 - y
CE Business

Net Sales Operating Profit
* Sales of Consumer (Multimedia) increased. * OEM reduced its loss because of production
* Sales of Consumer (Audio) decreased given expansion and the transfer of production at/to

a deterioration in market conditions and the Shanghai Plant, despite lower sales.
intensifying competition. * Consumer (Multimedia) expanded its loss due
* Sales of OEM decreased in light of to investments in strategic development.
automobile sales trends. * Consumer (Audio) posted reduced profits on
lower sales.
JPY in Billion JPY in Billion ) ) .
6 Net Sales of CE Business 6 Operating Profit of CE Business
+
50.0 0 5 ‘ 0.8
7 o
Z s 8
40.0 5 2 I
@ 3 0.6
= 2
30.0 E 5
= =4
: = 04
20.0 = ~
)
10.0 0.2
0 ¢ o1

'05/9 '06/9 '05/9 '06/9
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2. Interim Operating Results for FYE'07/3 ‘ ? 2 W
COM Business y \

Net Sales Operating Profit
* Sales increased, as the mainstay commercial * Profits were higher on stronger sales.
wireless radio equipment performed well in the
U.S. and sales in Europe and emerging
markets expanded.
* Sales of PDC (Personal Digital Cellular phone)
decreased, reflecting the situation at mobile
phone companies.

JPY in Billion JPY in Billion . . .
Net Sales of COM Business Operating Profit of COM Business
40.0 5.0
40— —
30.0 ] ,
23r <
S = 9 3.0
20.0 53
o7
=)  — S
219 "3 28.4 20 36 4.0
o
10.0
° 10— -
0
'05/9 '06/9 '05/9 '06/9
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2. Interim Operating Results for FYE'07/3 ‘ ? 2 W
HE Business y \

Net Sales Operating Profit

* Sales decreased due to a reduction on home  * Profit was in line with the level of previous
theater and in the number of conventional- interim period despite lower sales, given
type audio systems. improved profitability thanks to a focus on

high-quality sound pure audio and portable
audio systems as well as a reduction in the
number of conventional-type audio products.

JPY in Billion JPY in Billion
8.0 Net Sales of HE Business 0 Operating Profit of HE Business
-0.2
6.0
0.4
0.9 0.9
4.0
7.0 -0.6
. 46 |
-0.8
0 -1.0
'05/9 '06/9 '05/9 '06/9
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2. Interim Operating Results for FYE'07/3 y
Profit and Loss by Region /

Americas: The decline sales and profit of Consumer Business was compensated by
the COM Business.

Europe: Both sales and profit improved, even as market conditions remain severe.
Japan: Lower sales of CE OEM and HE impacted profits.

JPY in Billion . JPY in Billion : - P
Net Sales by Region Operating Profit by Region
100.0 5.0
Asia and others 4.0
80.0 ] E— Asia and others
Europe
3.0 Europe —
60.0 Americas
Americas 2.0
40.0 ——— —
1.0 Japan .
20.0 0
Elimination or
company total
0 -1.0
'05/9 '06/9 '05/9 '06/9
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3. Management Strategies for
FYE'07/3
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(1) Improving Competitiveness in Businesses
through Investments in Strategic
Development

v
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3. Management Strategies for FYE'07/3 .
(1) Improving Business Competitiveness through In
Development

We are stepping up our investments in strategic development in the current
fiscal year, the mid-year of the "Value Creation Plan," to achieve the target for
the next fiscal year

JYP in Billion
iNet sales =@— Operating profit margin ~#~ Net income ma;g(—\
4500 = Ir\\/nqrmon.te 8%
= A = in strategic
400.0 z developma 6%
< o
350.0 R 4%
@
5 Z T
300.0 2o 2%
D 33
250.0 5 SE 0%
® I
200.0 g g 2%
150.0 4%
100.0 -6%
50.0 -8%
-109
0 FYE FYE FYE FYE FYE FYE FYE FYE 10%
'01/3 '02/3 '03/3 '04/3 '05/3 '06/3 '07/3 '08/3

Forecast Target
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3. Management Strategies for FYE'07/3 .
(1) Improving Business Competitiveness through Invi
Development

CE Business - Mobile terrestrial digital tuners and 2007 car navigation system

Consumer (Multimedia) field

* One-segment broadcasting, mobile terrestrial digital (12-segment + one-segment broadcasting) TV tuners (to
be launched in 3 Quarter)

* 2007 model of a car navigation system integrated with AV equipped with a terrestrial digital broadcasting tuner
(to be launched in 4t Quarter)

* Distribution of new-concept car navigation systems for overseas markets in Asia and other regions

Net Sales of CE Consumer
(Multimedia) Business

In-car one-segment o
broadcasting TV tuner In-car terrestrial digital TV tuner I

Navigation system integrated with " 1st Half 2nd Half
AV equipped with terrestrial digital New-concept car navigation
TV tuner (image) system for overseas markets

v
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3. Management Strategies for FYE'07/3
(1) Improving Business Competitiveness through |
Development

HE Business - “ Seamless Entertainment World”

Portable digital audio player “Media Keg”

* HDD 30GB model (launched in September)

* Memory 1GB, 2GB models (to be launched in November)

* HDD lower-capacity model (to be launched in 3rd Quarter)

Pure Audio Systems _
* “UD Series” seamless pure audio system (launched in October) @

* TRIO prestige pure audio system and its commercial model (to be launched in 3rd Quarter)

Net Sales of HE Business

Quad-speed recording M 8.0

from various digital media (JPY in Billion)

L] 3
Supreme 6.0
—— SR
% e 4.0
“UD Series”
equipped with “Supreme” DAP.
USB-capable car audio ]-—H-SB—-—- =t 2.0
USB device
0

Reproduction of compressed music
in various digital media 1st Half 2nd Half

*D.A.P.: Digital Audio Player v
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3. Management Strategies for FYE'07/3

(1) Improving Business Competitiveness through Investments Strategic

Development

COM Business - Digital wireless radio equipment
* Sales expansion of digital commercial wireless radio equipment

y

A‘-.

* Bolstering operations in the U.S. and expanding sales in Europe, Asia and emerging markets
* Commencing production at the Shanghai Plant, following Yamagata and Singapore Plants

- ‘ i ‘ L .
KENWOOD ) -

Net Sales of COM Business

(JPY in Billion)
Listen to the Future 20.0
10.0
New Strategic Alliance
0
d
ICOM TRIDENT MICROSYSTEMS 1<t Half 2" Half

v
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(2) Improving Competitiveness in Core

Businesses

<
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3. Management Strategies for FYE'07/3

(1) Improving Competitiveness in Core Businesses jf;"' :

CE Business - Consumer (Audio) Business
* Improving competitiveness and expanding new product lineup in 2007
* Exploring emerging markets, including BRICs, and bolstering sales in those markets

New products
in 2007

b Net Sales of CE Consumer
(image)

(Audio) Business

D.A.P. and
USB devices

HD Radio tuner

OEM+ (add-on systems

\ 1st Half 2nd Half
to genuine products)

v
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3. Management Strategies for FYE'07/3

(1) Improving Competitiveness in Core Businesses jf;"' :

CE Business - OEM Business
* Full enhancement of production and transfer of production from domestic plants at/to the Shanghai Plant
* Sales expansion of car navigation systems integrated with AV

* Introduction of new navigation systems equipped with terrestrial digital broadcasting tuner as standard
specification

CE OEM CE Consumer Net Sales of CE OEM Business

Nagano Plant ‘ ’ Yamagata Plant

Completed Car navigation
products for OEM  systems for consumer

Vertical
integration

Shanghai Plant

Multimedia products components
(including DVD mechanisms) 1st Half 2nd Half

v
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3. Management Strategies for FYE'07/3 |\

(3) Environmental Initiatives f,-:' _ -

We achieved “Zero Waste Emissions” in all major operating bases in Japan
(July - September 2006)

* Achieved in all major operating bases in Japan including production bases as well as the head office and
development and design centers

* We aim to “reduce the final waste disposal volume by more than 99.8% from the FY1997 level volume by
FY2010”

(Ton)  Actual results and FY2006 targets of final waste disposal volume and recycling rate
1,200 1,144 ° 100%
99.7 (Target)
76.4
868  70.3
800 | o
50.9
400 | 415 348
223 160
100 81.2 (Target)
0 0%
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
FY
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3. Management Strategies for FYE'07/3 4 |\

(4) 60t Anniversary Campaign 4
Promoting our business and strengthening our brand presence through the
campaigh commemorating our 60th anniversary

Release of the “TRIO Model,” commemorating our 60th anniversary
in both the “sound” and “wireless radio” areas

* TRIO amateur radio equipment (sold out in July 2006)
* TRIO prestige pure audio system (to be launched in December 2006)
TRIO car audio system

*

TRIO amateur radio model TRIO prestige pure audio system
for our 60" anniversary for our 60" anniversary (concept model)

v
T —————————— = \\\'Y(6]8]D]

28

14



4. Full Year Outlook for FYE'07/3
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4. Full Year Outlook for FYE'07/3 \E’, \\
Consolidated Profit & Loss / ! I
Net Sales

As sales are expected to increase in each business, we forecast consolidated sales of
JPY185 billion, in line with the initial forecast.

Operating Profit
Since revenue and profit should increase in each business, we forecast consolidated
operating profit of JPY9.0 billion, in line with the initial forecast.

Ordinary Income and Net Income

With no temporary non-operating or extraordinary profit/loss expected, we forecast
consolidated ordinary income and net income of JYP6.0 billion and JPY5.0 billion, in line with

the initial forecast

Consolidated Profit and Loss (@PY in Billion)
FYE'05/3 FYE'06/3 FYE'07/3 Initial YoY
Ratio Ratio | | Forecast| Ratio | Amount| Ratio
Net Sales 181.1 183.6 185.0 1.4 1100.8%
Operating Profit 71| 3.9% 8.7 4.7% 9.0| 4.9% 0.3 |103.6%
Ordinary Income 47| 2.6% 49| 2.7% 6.0| 3.2% 1.11122.8%
Net Income 48| 2.7% 6.1 3.3% 50| 2.7% -1.11 81.9%

v
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4. Full Year Outlook for FYE'07/3 N
Consolidated Net Sales 0

* COM sales are expected to remain buoyant

* HE sales should increase with the introduction of new products

* CE sales are set to increase thanks to the introduction of new products in the consumer business and the
production expansion in the OEM business

>> We expect consolidated net sales for the entire group to be JPY185.0 billion, in line with the initial
forecast

LA I ElTE Consolidated Net Sales
200.0 181.1 1836 185.0
HE
150.0
COM
100.0
50.0
0
FYE'05/3 FYE'06/3 FYE'07/3
Forecast

v
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4. Full Year Outlook for FYE'07/3
Consolidated Operating Profit N
* COM is expected to retain strong profitability

*  CE profits should increase with a recovery during the consumer shopping season and the improved sales
and profit of OEM products

*  Profit of HE should improve with the full implementation of high value-added strategies

>> We forecast consolidated operating profit for the entire group of JPY9.0 billion, in line with the initial forecast

JPYinBilion  Consolidated Operating Profit

15.0 Investments in
strategic
develgpment
10.0 71 8.7
COM
5.0 9.
ol I [ICEN
s "HE
-5.0
FYE'05/3 FYE'06/3 FYE'07/3
Forecast
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