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PD Components

Scope
Portfolio Development

Display Businesses

Summary
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THE PHILIPS GROUP

Enablers Consumeyr Products Professional
"Home and Away" Products

'Consumer Electronics
Components ‘Business Electronics

Semiconductors

Communications

‘Domestic Appiiances
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Value Shift Drivers

? End user Features

P Mass Customization
? Short Lifecycles

? Click-On Functions

System Requirements
Eunctional lntegraiiens

Teennalae)y Poiepicl

Base Materials
Process Technologies
Integration Capabilities
Mass Customization
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MARKET SEGMENTS

AUTOMOTIVE

PC & CONSUMER
PC RELATED ELECTRONICS
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Mission Statement

Philips Components aims to be:

e Atechnology partner of choice for leading
global players in :
— Consumer electronics (Digital)
— EDP
— Telecommunications (Mobile)
— Automotive electronics (Infotainment)
« Top 3 player in each of the selected segments

Lot make fings bt § PHILIPS



Philips Components

Global Product Range
| | | | I

Display Flat Display Optical Advanced General

Ceramics & System
Components Systems Storage Modules Components

Anal99 10
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Turnover per Business Group
1998

Display Components

Advanced Ceramics

and Modules

General System

Components

Flat Display Systems
B Optical Storage
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Key Financials

EUR min
1994 1995

Sales 3,385 3,864
Intern 36% 36%

IFO 162 300

Capex 342 3/8

Employees 39,193 39,696
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Philips Components
Developments per Region

1995 1996 1997 1998
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PD Components

Total Sales Total Employees

EUR bin

Total Factories

O Others
W Storage
W Display

Anal99 14
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Divestments 1997 and 1998

Sales : EUR 623 min
Employees . 7,033
Business lines : 17
Factories : 25

* Prof. Syst. Klagenfurt < Hard Ferrites

Motors Dordrecht Powder Uden

Dry reed switches Film capacitors

Rare earth Electrolytic caps
FSM Leaded ceramic caps
Photonics Fixed linear resistors
OF-Dordrecht e Variable reistors
HDD  Non-linear resistors
MH&M
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Display Portfolio
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Philips CRT Business

USD blin

PHILIPS

Market « USD 3.5 bln revenue
*Nr.1inTV
* Nr. 31in PC monitor

* Vertical benefits
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CRT Issues

A. Extra-ordinary price pressure from
Imbalance supply/demand

Supply/Demand parameters CMT and TVT Price Development 15"-CMT
if supply equals demand : ratio = 100

65%
decrease

A T ::“‘
normative balance

1995 1996 1997 1998 1999 2000 2001 2002 2003 1996 1997 1998 1999 2000
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Responses

e Capacity control
* Philips response
—New product offering
—Consolidate manufacturing base in low
cost areas
—Reduce vertical integration
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Philips Display Business

70 -
USD bln
60 -
CRT successor

50 - Even larger vertical
benefits

Critical for PD-future value
portfolio

"Philips" brand

30 1 | Need to build top position

40 -

20 - USD 3.5 bin revenue
Nr.1inTV

10 - Nr. 3 in PC monitor
Vertical benefits

0 L} I L} L} I L} LJ LJ LJ LJ LJ I I LJ I

1989 1992 1995 1998 2001 2004
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Philips LCD Business

Sales NLG min

Market share

- 24% B C&M
B FPD
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AM-LCD Applications

- From 1 to multiple applications
History :

- 15 years notebook = 6 Bil$ value
Future : . W TV-

- 7 years multiple applications = 15 Bil$ value APPLications
- Total growth 93-97 = 7.5% year i

- Total growth 98-05 = 15% year

- Total growth 98-05 new.appl. = 25% year

B Port.video

—J Automotive
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C1FPM

Bl Notebooks

— Total TFT-LCD

0
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
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Vertical Impact of AM-LCD in Philips

 Brand value - PC monitors
- Handheld
-TV
* Integrated product roadmap
for leading/differentiated
products
* Volume availability for market
position
« AM-LCD product value 50%of
CE product value

* Integrated product roadmaps
for leading/differentiated
products

 Semicon product value 25/30%

of AM-LCD product value

Basic Research

 Technology platforms

e IPR

* Product innovation
potential
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AM-LCD sales 1998

Sharp

NEC
Samsung
Toshiba/DTI
IBM/DTI
Hitachi

LG
Matsushita
Fujitsu
Mitsubishi/ADI
Tottori/Sanyo
HAPD

Seiko Epson
Casio

Hyundai

USD min 0

Breakthrough ?
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Philips & LG Joint Venture

Nr. 1 player

Global reach

2 X Brand support

Excellence & low cost manufacturing
Complementary to HAPD

Profitable & fast growing
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Competitive Overview

LG-LCD/HAPD -

Sharp |

Samsung |

Hitachi

DTI

NEC

Chi Mei

ADT (Acer )

Tottori Sanyo |

HannStar |

CPT |
Unipac |
ADI |
Matsushita |
Fujitsu -
Torisan |
ST-LCD .

Toshiba (pSi )

Hyundai |
Prime View
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Assumes that only Fabs

In construction 1999-2000
will be ready for 2003 output
| | | | |
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Summary Philips Components

« We are well positioned to be a leading
player in a number of fast growing
High Volume Electronics Applications

 We will build value by accelerating our

focus programs:
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Summary Philips Components
Focus Dimensions

Few key technologies

Selected functions in fast growing
applications

Providing integral solutions

Partnering with leading customers
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