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NEC

CAUTIONARY STATEMENTS:

The statements in this presentation with respect to the plans, strategies
and forecasts of NEC Electronics and its consolidated subsidiaries
(collectively “we”) are forward-looking statements involving risks and
uncertainties. We caution you in advance that actual results could differ
materially from such forward-looking statements due to several factors.
The important factors that could cause actual results to differ materially
from such statements include, but are not limited to, general economic
conditions in our markets, which are primarily Japan, North America,
Asia and Europe; demand for, and competitive pricing pressure on, our
products and services in the marketplace; our ability to continue to win
acceptance of its products and services in these highly competitive
markets; and movements in currency exchange rates, particularly the
rate between the yen and the U.S. dollar. Among other factors, a
worsening of the world economy; a worsening of financial conditions in
the world markets, and a deterioration in the domestic and overseas
stock markets, would cause actual results to differ from the projected
results forecast.
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A Financial Snapshot

NEC

JPY Bn FY3/04 FY3/05
1H Q1 Q2 1H Yoy
Net Sales 348.0 185.6 191.2 376.8 8.3%
Semiconductor Sales 326.0 179.1 181.2 360.4 10.5%
Operating Income 25.3 15.2 15.5 30.7 21.4%
Operating Margin 7.3% 8.2% 8.1% 8.1% -
EBT 19.5 14.3 14.8 29.1 49.0%
Net Income 12.1 8.7 9.2 17.9 47.7%
Net Income Margin 3.5% 4.7% 4.8% 4.7% -
Free Cash Flow 23.1 15.6 - 8.7 6.9| -70.1%
Shareholders’ Equity 347.7 382.0 391.4 12.6%
Equity Ratio 47% 45% 45%
EPS 110.4yen | 70.2 yen 144.9 yen 31.3%

Note: Operating Income = Net Sales — COGS — R&Q-.SG.&A.




Semiconductor Sales Breakdown by Applications NEC
(YoY Comparison)

(JPY Bn) Reason(s) for

360.4 Increase/decrease
Semiconductor
Sales 326.0
635 | Optical semiconductors for DVDs H
. + 0
Discrete, Opt & 6l 1 3.8%
Microwave : 39 9 - General-purpose microcontrollers A
. - Low-power SRAMs ¢
| -3.9%
Multi-Market ICs 41.5 50.8 - Microcontrollers for automobile 4
. - LSIs for factory automation equipmen

. +14.39
Auto & Industrial 44.4 14.3% 52 7 - LSIs for DVD recorders A

LSls for digital cameras A

Consumer 38.7 +36.49 - LSIs for game consoles A
Electronics

- LSIs for multi-function printers A
Computing & 64 7 768 - LCD driver ICs for PC monitors A
Peripherals +18.6% - LSls for recordable DVD drives A
- Baseband LSiIs for mobile handset
75 6 76 8 - LCD driver ICs for moRiIe handsetsA
. . . . - LSIs for base station
Communications +1.5% - LSlIs for optical networking
‘ = equipment A
FY3/04-1H FY3/05-1H
Average
exchange rate 1US$=119 yen 1US$=110 yen
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_ NEC
P&L An aIyS|s (YoY Comparison)
(J PY Bn) Ratio to
i Net Sales
Net Sales Ni?tsoargs 376.8
348.0 30.7 8.1%
Operating Income 25.3 7.3%
’ 52.8 | 14.0%
R&D 50.4 |14.5%
41.5 11.0%
SG&A 40.3 11.5%
66.9%
Cost of Sales 232.1 251'9 - Initial cost for
66.7% new 300mm line
- Higher depreciation
- Yen appreciation
FY3/04-1H FY3/05-1H
Average exchange rate 1US$=119 yen 1US$=110 yen
Note: Operating Income = Net Sales — COGS — R&D — SG&A =




. . NEC
Fixed and Variable Costs (voy comparison)
Semiconductor Sales & Variable Cost Ratio
Fixed Operating Costs
(JPY Bn)
Semiconductor Sales 300/
0
400 360.4 30%
326.0
300 | FY3/04-1H FY3/05-1H
Fixed Operating Fixed Operating Cost Ratio
Costs
200 -
63%
—  _60%
100 : :
FY3/04-1H FY3/05-1H
FY3/04-1H FY3/05-1H =




Trends in Quarterly Results NEC

JPY Bn * E_xcluding gain due to tra_lr!sfer of the governmental welfare component
in the amount of 1.87 billion yen
Net Sales 193.7 1856 188.6 1856 191.2
- 178.3 10.Q
20.5 175.3 9.7
1r2.2 19.2 173.6 169.7 4 8.9% 2.5
Other I 55 5 8.2% |8.1%
Sales| [16.2 16.% 13.6 e |5
*
N_F
| | #75% _ e
o~ Operating | ® 7304
7.0% Margin
@ 6.2%

Semicongductor

Sales .
169.9 166.7
155.p 156.p
Operating
& 3.0% Income
15.5
& 25% 133 15.5 13.8* 15.2
11.6 11.9
9.1
52 i
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
FY3/03 FY3/04 FY3/05

Note: Operating Income = Net Sales = COGS — R&D_— 3G&A, 7




_ ~NEC
Quarterly Sales Breakdown by Application
JPY Bn QonQ
178.9 179.1 181.2 12%
Semiconductor 169.9 166.7
sales  156.2 : 31.2 31.8 31.7 |03
31.2 208 2
e o ®129.9 | 1204 19.4 20.5 | >
-1 193 18.1|
ulti-Market ICs : : 25 4 | 04%
Multi-Market ICs | 22.2 215 216 ) 24.7 253
Auto & Industrial| 22.9 ) 20.6 232 ’ 26.4 26.1 26.7 | 2.3%
o (12| [ | o
CF(,)eTiEﬂZ?s,S& e 37.4 37.0 36.5 35.5 41.2 |16.1%
Communications [0 39.8 37.0 39.7 41.1 35.7 113.1%
Q1 Q2 Q3 Q4 Q1 Q2
FY3/04 FY3/05




Balance Sheet

NEC

JPY Bn 3/04 9/04
Cash and Cash Equivalents 165.5 238.1
Accounts Receivable 108.2 108.9
Inventories 2.7 71.6
PP&E 310.6 379.3
Other Assets 84.5 81.9
Total Assets 741.5 879.7
Accounts Payable 129.8 176.2
Short-term Debt 15.1 15.8
Long-term Debt 76.8 144.5
Other Liabilities 143.9 147.8
Liabilities 365.7 484.4
Minority Shareholders’ Equity 4.1 3.9
Shareholders’ Equity 371.7 391.4
Liabilities and Shareholders’ Equity 741.5 879.7
D/E Ratio (Gross) 0.25 Times 0.41 Times
Equity Ratio 50% 45%
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NEC

Cash Flows
(JPY Bn)
FY3/04 FY3/05
1H Q1 Q2 1H YoY

Cash Flows from

Operating Activities | ©00-7| 398| 42.4| 78.2)+17.5
Cash Flows from

Investing Activities -37.6| -20.2| -51.1} -71.3| -33.7
Free Cash Flows 23.1| 15.6| -8.7 6.9 -16.2
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FY3/05 Outlook




Sales Trends by End-Market Application NEC

(O on O Comparison)
FY3/05

Ql Q2 Q3

Communications

Computing and Peripherals

Consumer Electronics

Automotive and Industrial

Multi-market ICs

Discrete, Optical and
Microwave Devices




FY 3/05 Outlook

* Excluding gain due to transfer of the governmental welfare component

in the amount of 1.87 billion yen

NEC

JPY Bn FY3/04 FY3/05
M| Forecasts | Forecasts | Y

Net Sales 712.0 376.8 745.0 770.0| +4.6%
Semiconductor Sales 671.6 360.4 720.0 755.0| +7.2%
Operating Income 54.6* 30.7 50.0 65.0 -8.4%
Operating Margin 7.7% 8.1% 6.7% 8.4% | -1.0point
EBT 44.4 29.1 46.0 55.0| +3.6%
Net Income 28.1 17.9 28.0 33.0| -0.4%
Net Income Margin 3.9% 4. 7% 3.8% 4.3% | -0.1point
EPS 240.6 yen| 1449yen| 226.7 yen|267.2 yen -5.8%

Notes:
1. Operating Income = Net Sales — COGS — R&D — SG&A
2. FY3/05 forecasts are as of October 27, 2004

3. FY3/05 forecasts are calculated at the rate of US$1=105 yen, 1 Furo=130 yen
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