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IPG progress report

IPG units and growth

/\ 24%

Y/Y unit growth

©)
Q403 Q104 Q204 Q304 Q404 Q105 Q205 Q305

=== Canon Dell == Epson === HP == Lexmark
I HP Laser HW [l HP InkJet HW
Source: IDC WW Quarterly Hardcopy Peripherals Tracker, Q3/05

[ HP Laser HW units === HP Laser HW Y/Y growth
B HP InkJet HW units == HP Inkjet HW Y/Y growth
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IPG progress report (continued)
_ WW color laser unit market share
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IPG overview
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® Supplies
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IPG growth strategies

Consumer SMB Enterprise Graphics

Create new business models and annuity streams



Transforming analog
to digital opportunities
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Digital printing 12%
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Industrial

B Marketing/publishing
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Optimizing growth areas

Growth

Efficiency

Extend the core

LA

Growth areas & market adoption

Core

- Single function inkjet printers
« Mono office

- Large format

- Workforce reduction (early retirement,

voluntary severance program)

- Supply chain & R&D
- Consumer operations globalization
- GTM efficiencies






Innovating and leveraging to win

From home to industrial printing

Home SMB Enterprise Retail Graphics Industrial
photo application printing
printing

calable printing technology




SPT innovation
—video
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Lead in digital photography

2005-2010
2005 2008 2010 CAGR
Saved and Saved and
shared images shared images
280B 330B 1%
Consumer Consumer Consumer
decision process ecision process decision process 1 9%

33B prints® 67B prints® 80B prints*

Capture choice Print choice
] ]

Digital still camera [ Camera phone lOtherI IlHome Online lRetaii

Source: HP Digital Prints Market Analysis, 09/05
*Note: Data in calendar years. Home prints are on photo paper and non-photo paper



Digital photography experience A

Anytime, anywhere...easily

Printing at retail Online storage,sring, fulfillment
Outside the home From the home



Digital photography experience A

Anytime, anywhere...easily

Printing at retail Online storage,sring, fulfillment
Outside the home From the home



Color in the office R

Why HP will win

- Breakthrough price
performance

- Breadth of color printing
solutions and color -
Innovations | S h

- Ease of use, manageability, Orop Hggg

functionality, reliability

- Print quality and
permanence

- Color laser from 11% to

22% of total laser market by
2009
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1. WW IDC 2004 (per IDC printer and peripheral tracker); 2005-2009 IDC projections HActual = Projected



High-end printing portfolio
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Indigo Digital Press

Print volume

Commercial printing Graphics/industrial
(< A3/B) (wide and ultra-wide)

A 4

Application and size



Printer-based multi-function printers [}
(MEPs) .

- $24B hardware market in WW laser MFP mono and color S4()
2005’ 30%

- Q3’05 segment 4 (S4) market
share of 17%? 26%

- On track to achieve 10% S2-

S4 share goal by 2007
(excluding Japan)

20%

- Estimated 30% increase in
printed pages over single
function devices

15%

10%

(percentage of units shipped)

- Market trends include
— Imaging & printing optimization in

5%

the office with ~30% TCO
reduction

1 I I I I

— Adoption of distributed MFPs 0%+ . ;
e Q4'03 Q1'04 Q204 Q304 Q4'04 Q1'05 Q205 Q305
- Mono tO COlor tranS|t|On Canon HP ——Ricoh Group —— Xerox
HP Internal, 2IDC WW Quarterly Hardcopy Peripherals Tracker Q3/05 (all laser MFPs)



Total print management
Ensuring security, manageability, workflow and extensibility

Intelligent devices Management software  Services
- HP Web Jetadmin - Scalable offerings
- Universal Print Driver for - Flexible financing
Windows - Portfolio leverage with
- HP Output Server 3.5 HPS
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HP TONERS
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WebJetadmin

ett-Packord




3M — outcome

After HP Total Print Management implementation

101 models of output
devices

— 4 models

1.36 people per device —— 15 people per device

All new technology at

5 year old technology at —» 50-65 pages per minute,

15-30 pages per minute

Printers only locally
managed by 3M IT,
others by local
departments

higher quality

Centrally operated by
partner (HP); equipment,
services, supplies
(managed services)
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Graphics market

$10B page value opportunity by 2008

Digital Press market Large Format market
$2.5 50% $10 CAGR 8%~ 10%
CAGR 30% © °©
2 -~ 40% 8 8%
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— - — . 0,
= 15 %% F 6 6% %
= (o) = (o)
T o T
S 1 ~20% € 2 4- -4% £
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0.5- - 10% 2- 2%
0 0% 0 0%
2005 2006 2007 P 2005 2006 2007 2008
B Market revenue = Market growth Y/Y B Market revenue Market growth Y/Y

Large format




Supplies leadership

ColorSphere

HP TONERS

Environmentall
y sound
printing
supplies

. i -;E-e

250

significant impact on

environment
HP Planet Partners

program still growing

strong

Toner cartridges A,X
low/high fill

Best value

Low print High print
volume volume
customer customer
Protect
Intellectual
Property in ink
technology

i

mputer
Products
CartridgeWorld
InkCycle
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Quality and reliability counts

SPCNCErLAB

l)f(}f\f_ffh_() LABORATORY

88% Kodak Easy Share Plus

88% WPA/N Dell 540

_ 80% -Canon DS700
C e 79% Lexmark P315
; ‘_ 75% Epson Picture Mate DIx.
72% EE7N ooto (Kodak)
56% Epson Picture Mate 500

Pairs of images were compared
in a blind side-by-side evaluation

HP Il competitor

- 80% of remanufactured color toner - Photos printed on HP printers are
cartridges tested have reliability among the highest-quality photos
problems compared to 2% for HP, on available
]S . Both consumers and professional

- 70% of remanufactured ink cartridges photographers chose photos printed
tested have reliability problems on the HP PhotoSmart 385 as having
compared to 2% for HP, on average the best quality in its class

Based on recent 2005 testing conducted Based upon photo image testing conducted

by QualityLogic, Inc. by the SpencerLab Digital Color Laboratory, August 2005



Market drivers growing a healthy (]
supplies aftermarket

Everyday office Photos are
printing going to color going digital
Growth rate of photo prints

is projected to be 19%
CAGR through 20103

WW color laser pages are
increasing at 24% CAGR
2004 — 20091

Multi-function

'
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Marketing pages moving

in-house printing
Opportunity of 384B marketing Pages shifting from
and office documents to be copiers to printers and
produced in-house? Source: ' HP internal research printer-based MFPs

2 InfoTrends/Cap Ventures Outsource Page Sizing, June 2005
3 HP Digital Prints Market Analysis
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IPG growth strategies

Consumer SMB Enterprise Graphics

Create new business models and annuity streams



Conclusion

- IPG continues to grow and deliver best-in-class
operating profit of 13-15%

- Regaining unit growth momentum based on
direction set in FY05

- Continued leadership in innovation
and customer focus
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