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Good day, ladies and gentlemen,

Today, | want to talk about taking action and about creating the next experience in
our semiconductor industry. The sportswear ads say: “just do it.” | say: “Let’s create
it.”

Some of you will know the nature of my job has evolved because of big changes last
autumn, which I'll describe in some detail in just a moment. Let me just say we're
having a fantastically invigorating ride. The whole cycle is go, go, go — everything is
moving much, much faster than I'd have imagined possible a year ago. And | love the
pace!
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I’'m going to spend some time today discussing the different elements that come
together to help create the next experience. | mean creating meaningful innovation;
creating ecosystems for market success, leveraging partnerships, and about first
mover advantage in industry consolidation.

This is all about growth and long-term, sustainable opportunities not just for our

semiconductor industry, but for every business segment contributing to Europe’s
industrial prosperity.

NXP Semiconductors — Reborn and Renewed

-

Spin-out of Royal Philips Electronics’
Semiconductor Division

-

#2 in Europe, Top-10 global supplier
Sales of 4.8 Billion in 2005

-

-

37,000 employees
» Investing 1 billion in R&D annually
» 25,000 patents

» Innovation Centers in Austria, France,
Germany, Netherlands, UK, India, China

» Private Equity owned

But first let me take a few moments to describe NXP Semiconductors. The name is
new — and yet you have known us for a long time.

NXP started life as a top-ten player with almost EUR 5 billion in annual sales in an
industry of big players. We launched ourselves with a distinct identity last September




and have been formally independent from our old parent for just over five months.
Our heritage in the semis industry goes back more than half-a-century, because we
used to be Philips Semiconductors.

Today we're # 2 in Europe and some 80% of our engineers are based here. We are
committed to innovation because we invest over EUR 1 billion annually in R&D. And
we have innovation centers right across Northern Europe.

NXP Semiconductor Solutions drive markets

0 Home (TV, STB and PC)
— One chip DTV - HD Picture quality
— Interconnectivity, media content from all sources
— Ease of use

O Mobile phone and media players
— Mobile Services, vibrant multimedia applications
— Lowest power consumption
— Thinnest/smallest products

O Automotive
— Comfort and safety via sensors and Flexray networks
— Car infotainment
— Automotive Quality

IO |dentification
— Secure contactless payment, access and identification

D MultiMarket Semiconductors
— Broad array of analogue-mixed signal and standard products
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Vibrant media technologies are our chosen territory. Within that we have elected to
focus on five broad areas — the home, mobile, automotive, identification and
multimarket segments.

In the home, we help manufacturers deliver next-generation, electronic devices such
as TVs and set top boxes, with amazing sound and video quality.

NXP’s mobile multimedia solutions enable everything from high-end smartphones to
ultra-low-cost handsets. TV-on-mobile, connectivity, gaming, MP3 audio, MPEG-4
video, digital imaging and GPS location-based services.

NXP's processors for automotive offer the same incredible sights and sounds you
experience at home, with seamless connectivity to your personal media player but in
your car...and in a safe way, so you can keep your eyes on the road and your hands
on the wheel.

In identification , contactless technologies track inventory, improve logistics and
protect people's information-driven lives. Our technologies can be found in everything
from Radio Frequency Identification tags that authenticate medicines, to e-ticketing
systems for access, as well as in electronic passports.

NXP has one of the largest portfolios of multimarket semiconductors in the industry
which are standard products that are the building blocks of most electronic systems.




NXP core values are our differentiator

O Insightful
— Understanding Markets
— Sharing Customer Vision

O Inventive
— Smart strategies
— Partnering in Innovation
— Excellence in Research and Development

I Engaging
— With customers on all levels
— Unrivalled Design-in Support
— Passionate people

I Excellence
— Time-to-Market
— Zero-Defect Quality
— Responsive Manufacturing
— Financial Results
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When you start out on a journey such as ours, it's as well to do so with a strong idea
of the direction you wish to travel. In the end, our journey can be captured by four
words.

‘Insightful’, so that we understand the needs of our markets and customers.

‘Inventive’, so that we make exceptional and inviting partners with the promise of
smart strategies.

‘Engaging’, so that when those partnerships are forged they are mutually beneficial
and long-lasting.

And ‘excellence’, so that we deliver world-class results for all our stakeholders.

That's us. Now, how exactly are we creating the Next Experience?




Creating Meaningful Innovation

Innovation is: creating successful new business by
combining new technology to meet market needs better
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Creating Experiences is what our end-users actually do themselves -- with the help of
applied technologies we supply to our customers.

To create the Next Experience and to keep customers and their end-users happy,
NXP must innovate constantly.

Innovation isn’t just about over-the-horizon products or the outcomes of R&D. It's
about the way we run our business.

Innovation is creating successful new business by combining new technology with
market insights.

Having the right vision and the necessary technology power is important — but so too
are the kinds of skills you tend to associate with younger, scrappy challengers. |
mean entrepreneurship, and a sharp sense of where the market is going.




Consumer Desires, Societal Needs

Themes:

IO Contactless payments

I Personal health and well being

I Security

I Privacy

D Entertainment based on IP networks

0 Environment
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Knowing where society is heading, what trends are emerging, and how lifestyles are
being changed by technology is all part of this. The way consumers and end-users
will experience technology in future will be very different if we do our job right.

Here are some of the big themes we believe will influence our industry.
But if | could select three I'd pick the following:

Individual and collective concern with security

Energy efficiency and the environment

Personal wellbeing and more efficient healthcare

Filling the innovation pipeline

Solid State Lighting RFID & NFC for Healthcare
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To give some extra detail on just two of those big future trends, | want to offer a peek
of what's coming through the R&D pipeline in the area of energy-efficient lighting,
and high-tech healthcare that keeps people at home, rather than in hospital.




You may know that almost 20% of our energy is used for lighting — generally the kind
that emits more heat than light. Solid state lighting — especially LEDs — is what
comes after the low-energy fluorescent bulbs now in vogue (the kind you recently
saw on the cover of Newsweek and the Economist magazines). Solid state lighting
will transform our lifestyle — and our energy footprint.

For instance, NXP Semiconductors is about to go into production with a new
technology that will reduce the cost of packaging for solid state lighting to half that of
anything else on the market. We aim to bring the cost of solid state lighting down to
the point where it can be used in consumer applications.

One way to attack the costs and complexity of modern healthcare is to keep patients
at home — provided their health can be safely and easily monitored. That’s where
technologies such as RFID and NFC come in as the modern application of telemetry.
We see huge application for RFID and NFC in clinical environments.

Creating Ecosystems for Market Success

Near Field Communication Ecosystem

plus more than 100 other member companies/organizations
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Let’'s continue a moment with the biological theme — and with the domain of Near
Field Communications.

At NXP we also forge partnerships as a means of growing. And while creating these,
we have also stolen a term from biology: the ecosystem.

This is just a brief snapshot of one of them — the ecosystem of Near Field
Communications. NXP is a founding member of the NFC Forum which has
membership from all parts of the value chain. There are now more than 100 member
companies and organizations working together to standardize the specifications of
NFC globally to make sure the technology can flourish and reach its full potential.




Latest NFC News - teaming up within
the EU

I Co-funded by the European Union and
Information Society Technology program

I Large international consortium

I Creating a conducive environment to
simplify and stimulate NFC deployment

I Partnership between Academia and
Industry

I Strong commitment & entrepreneurship
from industry
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Let's zoom in one more stage to examine one corner of this ecosystem in more
detail. 1 mean the cooperation ecosystem for NFC inside and co-funded by the EU
and the Information Society Technology program.

The pan-European consortium involves users and academia as well as technology
partners. And most importantly, it deals with the interoperability of contactless
payment services on a standardized basis.

We know from past experience with technologies — notably videotape and rewritable
DVD -- that stands in the way of consumer uptake is confidence about standards. So
we’re busily defining business roles, rules and responsibilities in the NFC ecosystem

for Europe.

| think this is a positive step forward for Europe in ensuring its competitiveness, and
I’'m pleased to see the EU stepping up and helping create an environment in Europe
conducive to stimulating the development and deployment of this exciting new
technology and all the applications, business models and revenue streams, possibly
even jobs, it will enable.




Partnerships Create More Value

I Redefining “Asset-Lite” through R&D
collaboration and outsourcing

— 3 stage industry trend in advanced CMOS
R&D

— Evolution from Crolles2 to TSMC & IMEC

— NXP and ASE Team up in Joint Venture for
Test and Packaging in Suzhou

— Next phase: a common business model to
minimize risk

I European Research collaboration
— Strong participation of MEDEA+/ITEA
members
— 5,500 Million Euro R&D investment (2007-
2011) on European nano electronics &
embedded systems
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I've explained our “asset lite” business model in some detail to help everyone
understand important business decisions NXP made recently that you may have read
about.

Last month NXP announced it will not renew the contract for the Crolles2 alliance
based near Grenoble. At the same time, we’re strengthening our partnership with
TSMC of Taiwan to develop advanced baseline CMOS efficiently and cost-
effectively. Why the move from Crolles to TSMC?

NXP is all about differentiation. We believe the semiconductor world has gone
through three phases. A decade ago advanced CMOS research took place
independently. Then we established Crolles2 where we worked collaboratively with
two other partners. Now we see the industry moving to the third phase: the
outsourcing of baseline CMOS development. This move will allow NXP to focus on
adding value through IP that differentiates — both in the design and process option
domains.

By partnering with TMSC, NXP has secured itself a partnership with the world’s
largest —and best - foundry organization. This deal also recognizes the strength of
research at IMEC in the Leuven area. TSMC is ready to join that facility and will also
upscale their work for us in Belgium. Of course, the strength of European R&D
capabilities will augment and complement their own work in Taiwan.

Let’s be clear: this is not about reducing R&D; it's about shifting R&D to become
more competitive and faster to market in the future. We've chosen to strengthen our
cooperation with TSMC: It underlines our commitment to be a leader in advanced
CMOS system chips. The reason of course, is to better serve customers.

The TSMC deal is all about the “front end” of the industry process — R&D and
manufacturing. But NXP has also been innovating on the “back-end” — in the
assembly and testing arena. Last Friday, we announced the formation of a joint
venture in China with ASE, another industry leader in testing and packaging.




As | said earlier, the Next Experience is not just about new technologies. It's about
new business models too.

IDMs are all looking for a way to evolve that reduces our cyclical exposure, while
allowing us to outperform. The most advanced IDMs are looking at the operating
model we call “asset lite.”

But to sustain an “asset lite” strategy you need good friends — and you have to be a
good supply chain manager. In fact you have to work together cooperatively in
complex ecosystems to reduce risks while benefiting as a whole. That's because
complex webs have replaced simple top-to-bottom food chains.

Our commitment to Europe is stronger as ever. Proof positive is Point One — the
high-tech hotspot under construction in the Netherlands. In the corridor that links
Leuven, Eindhoven and Nijmegen, we are creating a world-class nanoelectronics and
embedded systems industry. Some EUR 5.5 billion are being invested over the next
five years and nearly one billion in schemes like Point One.

| continue to see Europe playing a central role globally as a spearhead for innovation.

Scale and Industry Consolidation

I NXP first to take Private Equity route

I Three value creation drivers to make the
investments work
— Operational excellence
— Above GDP market growth and market share
growth
— Industry consolidation

I Unique value creation recipe — Business Renewal

I Towards our vision of NXP becoming a strong
leader
— We have the cash generation to make this come
true
— Strategic M&A activities
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Creating the Next Experience and setting trends in our semiconductor industry is
about creating first mover advantage.

Don’t forget we were the first IDM to take the private equity route.

NXP has been — and continues to be — the first mover.
We’'re creating scale for better returns
We’'re moving solidly toward a stronger market position.

And we're strengthening our financial position:
To generate value for stakeholders
To generate cash for strategic M&A activity.




We’'re doing this through a program we call business renewal, which is a recipe
based on value creation. The ingredients include operational excellence, market
share growth and focus.

In Summary

I The ability to see trends
enables markets

I The power to set trends
creates markets

I The power to exploit trends
ensures business success

I Companies that create the
next experience have a better
future

I NXP brings it together with
innovation, business model
design and first mover
advantage
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So NXP enjoys first mover advantage through a number of steps we’ve taken.

We also take the believes that innovation is as much about the way we make things,
as the technology products themselves.

Business models are a vital source of innovation that also helps to differentiate us in
the marketplace.

Differentiation is gives competitive advantage and the power to set the agenda in a
competitive high-technology manufacturing ecosystem.

And finally — the power to set trends ensure market success — which is our way of
creating the next experience.

Thank you! Now, I'd be delighted to take some questions.




