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OVERVIEW

Driven by robust demand from the personal computer and

telecommunication sectors and building on the heavy

momentum it gathered in 1999, the semiconductor industry

experienced three strong quarters in the year 2000.  When the

market for electronic goods softened, the industry entered into

an inventory adjustment phase that began in October and has

continued since.  Overall, the semiconductor industry

registered a 37% growth to US$204 billion last year.

With our world-class products and a solid business foundation

laid over the last decade, ASM seized this market opportunity

and delivered outstanding results.  Group turnover more than

doubled to reach US$512.5 million, with our die and gold wire

bonders contributing the major portion of the increase.  Sales

growth was experienced in all products and territorial markets.

In spite of the market softening towards the end of 2000, our

strong order backlog resulted in our second half billings being

6% higher than the first half year, which itself had already

registered a 61% increase over the preceding six months.

The quantum leap in equipment revenue led to improved gross

and net margins, resulting in a record profit of HK$1.08 billion

for the Group and an unprecedented profit growth rate of

227%.  In fact, this is the second consecutive year that we

attained record turnover and unprecedented profit.  We also

achieved high asset utilization and excellent returns for our

shareholders, with an inventory turn of 6.91, and return on

sales and return on equity boosted to 28.9% and 61.0%

respectively.

The second half of the year saw ASM launch a new generation

of gold and aluminium wire bonders, the AB339 Eagle and

the AB520. In addition to preparing ourselves for volume

production, we have successfully converted the existing gold

wire bonder customers to the enhanced version.  Furthermore,

we sent the new Eagle wire bonder to a number of potential

customers for field evaluation, and preliminary feedback from

these benchmarking tests is encouraging.
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OVERVIEW (continued)

Leveraging our broad-based assembly process technologies

and expertise in microelectronics packaging and factory

automation, we differentiate ourselves from other competitors

by offering technical support to customers’ packaging

development.  This business strategy helps to solidify our

strategic partnership with many customers, as well as

enhancing the marketability of our equipment and leadframe

products.  Currently we are providing technical solutions to

customers in the design of QFN leadframes, the establishment

of various CSP manufacturing processes and addressing their

in-line factory automation needs.

Due to the semiconductor industry’s current inventory

correction and the slowing of the U.S. economy, it appears we

have a challenging year ahead of us.  However, it is also a

golden opportunity to gain market share.  With our diversified

products addressing different application markets and some

of the new hot CSP packages, our spread of customers and

territorial bases, our significantly improved market position

gained in the last three years and our strong balance sheet,

we believe ASM will once again weather the industry

fluctuation and come out ahead of its competition.

Management Review (continued)
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MARKET AND PRODUCT DEVELOPMENT

Equipment Division

Last year ASM achieved a record turnover of US$437.5 million

with an unprecedented growth rate of 129%, and now ranks

second by revenue among the world’s semiconductor assembly

equipment manufacturers.  Equipment sales represent 85.4%

of the Group’s turnover.

With other leading assembly equipment manufacturers only

growing around 75% in calendar year 2000, ASM has clearly

been gaining market share.  In fact, in the 4th quarter our die

and wire bonder revenue alone already exceeded that of the

industry leader.  Die and gold wire bonders contributed slightly

more than 70% of our equipment turnover, while the balance

was spread over aluminium wire, factory automation and

various types of package related equipment, creating a healthy

product portfolio.

More customers, especially for addressing high-density matrix

substrates, have accepted our IDEALine factory automation.

Over 100 complete or segmented lines are now operating in

the field at various customer factories.  We expect the market

momentum to continue.

The AB339 Eagle product transition took place as planned.

We successfully converted our existing wire bonder customers

to this new model, as well as introducing it to a number of

potential customers who are running evaluations.  Initial

results of these field tests are encouraging.

Good progress has also been made with our various types of

post-encapsulation equipment.  With the wider adoption of

chip scale packages (CSP) especially for CSBGA and QFN, we

have carved out a leading position in the saw singulation,

pick and place system market sector.  We also provided strip-

testing for both leaded and ball array packages, standalone

or integrated with other backend processes, and have

installations in three factory locations.  ASM is currently the

forerunner in this strip-testing arena, which may prove to be

a far more cost-effective testing solution for some integrated

circuits (ICs).
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