Management Review (continued)

EFERE (B)

MARKET AND PRODUCT DEVELOPMENT (continued)

Leadframe Division

Focusing on offering high density matrix stamped frames, fine
pitch etched and palladium plated frames, our leadframe
revenues grew 43% last year to reach US$75 million,
representing 14.6% of the Group’s turnover.

Our strategy of offering our customers a total packaging
solution in the leadframe or metal-based substrate chip scale
package (CSP) known as QFN (quad flat pack no-lead), has
propelled ASM to a leading market position. Over 20
customers are working with us where we provide technical
support and advice to them for the design of QFN leadframes,
addressing the various process issues such as wire bonding,
encapsulation and de-taping.

To meet the upcoming challenge of producing QFN leadframes
in volume, we have ordered additional laser plotter, UV
developer, etching and plating machines, to better prepare
ourselves and to capitalise on this market opportunity.

CAPACITY AND PLANT DEVELOPMENT

To cope with increased demands for all our products, last year
we rapidly expanded our production facilities and increased
the headcount in our China factory. We also completed the
establishment of two satellite plants, both in the Shatoujiao
area, and altogether our China factories now occupy over
600,000 sq.ft.

By fast implementation of additional die casting and CNC
machining facilities, we successfully raised our in-house
production capacity of fabricated parts, resulting in more than
a doubling of our die bonder output and the production of
300 sets of gold wire bonders per month. We should have
sufficient fabricated parts manufacturing capacity to deal with
anticipated rise in demand occurring in the next 1-2 years.

Capital investment in 2000 amounted to HK$349 million, a
higher spending than foreseen last year but essential to deal
with our exceptional, and profitable, business expansion.

More typical of previous years, we have budgeted HK$200
million for 2001, mainly for analytical equipment, hardware
and software to support R&D and management information,
stamping dies for additional matrix leadframe products

offerings, various production machines for QFN etched frames,

and to further enhance our production capabilities.
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Management Review (continued)

EFERE (B)

RESEARCH AND DEVELOPMENT

ASM’s research and product development goals are to create
state-of-the-art products and cost effective solutions for our
customers. We have also learnt that product time-to-market is
a key to our company’s success, so it is vital we innovate faster
than our competitors.

To this end, it is our philosophy to spend 10% of our
equipment sales on R&D. But as our assembly equipment
product revenue went up by 129% last year, even though our
gross R&D spending rose by 50% to HK$219.5 million, it only
represented 6.6% of our equipment sales.

Nevertheless, our expanded program produced tremendous
results. It not only funded new generations of existing
products, but also our research efforts in wire bonding, epoxy
dispensing, moulding process, new composite materials,
packaging development (especially for QFN) and other fields.
The development of a new series of equipment for the
manufacturing of chip scale (CSP) and ball grid array (BGA)
packages was accelerated, furthering our aim of providing
integrated assembly lines or systems for both leaded, non-
leaded and solder ball array products.

To broaden our in-house technology and product development,
we also funded some exploratory research projects with
universities and research institutes. We work closely with our
vendors and extensively test the critical components or
modules supplied by them. We also team up with other
equipment and material suppliers, to provide packaging and
automation solutions for our customers.

In year 2001, we have a program to launch many new and
exciting products. Based on multi-phase linear motors and
advanced motion control technology, we are developing a new
generation IC die bonder capable of 200 and 300 mm diameter
wafers, scheduled for market introduction in mid-2001.

Major improvements over current models include 30% higher
productivity, smaller footprint, better die placement accuracy,
plus improved impact force control and bondline thickness.

Similarly, to address the growing flip chip in package niche
market, we have conducted extensive process and prototype
development in the past two years. Revenue contribution from
this new flip chip bonder is expected to start in the year 2002.
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Management Review (continued)

EFERE (B)

RESEARCH AND DEVELOPMENT (continued)

We have been developing and offering a host of post-encapsu-
lation equipment for the ball array packages and QFN. While
we have built a quality customer base for CSBGA and QFN
singulation plus pick and place system, we intend to
strengthen our market position by providing a complementary
in-line strip test process. To meet the 0.4 mm solder ball pitch
challenge, we target to complete an integrated ball placement,
reflow and rinsing system, taking up only half of major
competitors’ machines floor area, before the end of 2001.

FINANCIAL

ASM’s current strong financial position is not only the result of
last year’s outstanding revenue performance, but is built on our
conservative fiscal policy, shrewd investment planning and
strict liquidity control.

2000 was a strong growth year for the semiconductor and
assembly equipment industries. With sales more than
doubling, ASM achieved record profit and strong liquidity.
Current ratio stood at a healthy level of 1.92, despite a
HK$332.8 million proposed dividend in the current liabilities.
Cash on hand at the end of the year amounted to

HK$648.8 million.

Stringent control on account receivables and diligent collection
efforts resulted in 65 days sales outstanding, a major
improvement over the previous years. Management has closely
scrutinized all receivable accounts and concluded that bad
debt exposure, if any, is immaterial and well covered by
provisions made according to the Company’s policy. With the
major increase in turnover, asset utilization improved
significantly resulting in an inventory turn of 6.91 (1999: 4.86).

Currently we have no long or short term borrowing outstanding
at the banks; hence both our gearing and all bank debt to
equity ratios have dropped to zero. Net interest income
amounted to HK$22 million for the year.

Capital investment of HK$349 million was financed by current
year depreciation of HK$181 million and current year profit,
consistent with previous years.

Order backlog exceeded US$120 million as of 31 December
2000.

ASM will maintain its current corporate strategy of organic
growth into the future, thus no major funding will be needed in
the short term. The strong financial position of the Company
should allow ASM to weather any industry fluctuation and
emerge as one of the stronger leaders within its industry.
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