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Munich, November 25, 2003

Innovative products are Osram's engine of success

· Sales adjusted for currency effects rise 6 percent to EUR4.2 billion
· Group profit margin increases significantly to 9.8 percent

· Further rise in sales and profits expected in 2004

Innovative products are the driving force behind Osram's success. Osram significantly grew sales and profits in fiscal year 2003 (October 1, 2002 to September 30, 2003) and it has identified potential for additional improvement in 2004. Dr. Wolf-Dieter Bopst, President of Osram, considers this record to be a solid achievement in view of the weak economy. "These figures are the result of our long-term corporate strategy, which targets innovation, expansion and cost leadership," Bopst said at the Annual Report Press Conference in Munich. 

In the fiscal year just ended, the company further expanded its position as one of the world's two leading lamp manufacturers, and increased its market share in the NAFTA countries. Osram has evolved from a classical incandescent lamp manufacturer into a high-tech corporation in the lighting industry. Some 40 percent of sales are generated by innovative products.

Growth in innovative products

With sales of EUR4.2 billion in fiscal year 2003, Osram achieved a growth rate of 6 percent excluding currency effects. As reported, Group sales declined 4.4 percent compared to the previous year (EUR4.4 billion), but negative currency effects attributable primarily to the U.S. dollar amounted to ten percentage points. While the weak market development had a noticeable impact on business with standard products, particularly in Western Europe and America, innovative products generated considerable volume growth, as did the Asia-Pacific and Eastern Europe regions.

Increased profits despite weak economy
Group profit reached EUR410 million, which raised the Group profit margin from 8.4 percent to 9.8 percent. This improvement was accomplished despite the generally weak global economy, fierce competition, high development input expenses and start-up costs for new products, especially in the opto-semiconductor sector, as well as restructuring expenses in Germany and the U.S.A.

Osram's improved results are based above all on innovative products, which not only lead to volume growth and thus economies of scale, but also make an above-average contribution to profits. In the words of Osram President Bopst, "Innovative products are the engine of our success." The development in the opto-semiconductor segment through a strong increase in sales was particularly gratifying. After slowing down temporarily the previous year, this market is back on track and heading for long-term growth.

In addition to innovation, another decisive factor for Osram's earning power is strict cost management. In order to secure long-term competitiveness in a global market environment, Osram further increased its manufacturing presence in low-wage countries. In asset management, business assets were significantly reduced, in particular by cutting back inventories and taking measures to improve processes with regard to receivables and payables. The North American subsidiary Osram Sylvania made major progress in this area. A simultaneous cautious investment strategy helped achieve net cash from operating and investing activities of EUR528 million. 

Investments

As in previous years, the EUR206 million spent on research and development made up roughly 5 percent of sales. Capital expenditure on plant and equipment amounted to EUR248 million (previous year: EUR302 million), nearly half of which (EUR123 million) went to Germany. The main focus of investment was on plant and equipment used in the manufacture of innovative products. Around EUR50 million were invested in Osram Opto Semiconductors in Regensburg.

Workforce slightly larger than last year

As at September 30, 2003, Osram employed a worldwide staff of 35,525, this figure being slightly above that of the previous year (35,260). Personnel capacity was primarily expanded in the Asia-Pacific region and Eastern Europe. This stood in contrast to a small reduction in the workforce in the U.S.A. and Western Europe. Osram Sylvania had 11,216 employees on the closing date (previous year: 11,350). A staff of 8,813 was employed in Germany, a decline of 4 percent from the previous year (9,153). In addition, 544 young people in Germany completed a training course or internship at Osram. 

Outlook

Osram President Bopst states, "We expect the world market to recover somewhat, and consequently anticipate positive sales growth in all our divisions after excluding currency effects." Although Osram foresees persistent market weakness in the standard products segment, Bopst says, it still expects good growth rates in innovative products. He affirms, "We are therefore quite confident that sales adjusted for currency effects will rise again in 2004." With regard to profits, Bopst has also identified potential for improvement – although extraordinary effects (high development input expenses, start-up costs for new products and restructuring expenses in Germany and the U.S.A.) have once again been integrated into the plans for next year. 

This report contains statements about the future that are based on assumptions and estimates made by the Osram management. Although we assume that the expectations proceeding from these predictions are realistic, we cannot guarantee that they will ultimately prove to be correct. The assumptions may be associated with risks and uncertainties, which can cause the actual results to deviate substantially from the predictions. The factors that can cause such deviations include: changes in the economic and business environment, exchange and interest rate fluctuations, introduction of competitive products, lack of acceptance of new products or services, and changes in the business strategy. Osram has no plans to update the predictions, nor does it assume any obligation to do so.

