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NSM F3Q Earnings Exceed the High-end of Expectations
Sales and GM Strength to Persist: Raising Est, Upgrade to Buy from Hold

Diluted Shares(mil): 242.5 Closing Price 3/11/10 fye May FY09 act  FY10 FY11 FY12
Market Cap($mil):  $3,477 $14.34 Revenue($mil) $1,460.4 $1,405.9 $1,591.9 $1,722.2
Avg Volume(,000): 5,109 EPS $0.31 $0.82 $1.20 $1.38
Net Cash/Share: ($1.55) Recommendation/Target Price/Sales 2.4 2.5 2.2 2.0
Quarter Dividend $0.08 Buy from Hold/$22 from $18 Price/EPS 46.3 17.5 12.0 10.4

National Semiconductor is a leading supplier of power management and amplifier analog integrated circuits primarily to high-end cell phone
handsets and a broad array of industrial markets. It is expanding into solar module and LED lighting power management markets.

Summary: February-ended F3Q10 exceeded expectations due to broad-based industrial demand and record gross
margins. Sales and bookings grew by 5% and management is guiding for revenue growth of +4+8% and even more
margin this quarter. I am raising my estimates, increasing my 12-month target price to $22 from $18, and upgrading
my recommendation to Buy from Hold. My enthusiasm for the business has significantly increased over the last two
quarters, but lackluster share price movement has finally piqued my interest from a valuation perspective. My target
price is based on just over 3-times sales and somewhat under 20-times earnings over the next two fiscal years.

NSM has the privilege of leading each earnings season by approximately four weeks due to its May-ending fiscal
year. Its fiscal periods capture two of the three months of the calendar quarter, and offer the first view to investors
of the actual performance of the prior quarter and guidance to the forthcoming one. However, the company’s
reputation as a leading indicator to industry business conditions has been somewhat corrupted due to the timing and
profile of the current macroeconomic cycle, as well as the company’s over-weighted exposure to Smart Phones.

F3Q Review: Sales of $361.9M grew by 5% and approached the high-end of published expectations, while EPS of
$0.22 exceeded the high-end of published expectations. Revenue strength was from analog products to broad-based
industrial markets predominantly served via distribution, and offset tempered seasonal weakness from wireless
handsets. Record high gross margin of 67.3% improved by 200 basis points due to a richer mix of sales to industrial
markets as well as continuing manufacturing cost savings. Inventory declined by $2M to $114M with days down by
one to 88; AR days flat at 23 on linearity of shipments; cash up to $869 from $822 even after paying off scheduled
debt of $16M; and operating margin was 26%.

F3Q10
FYE May, in millions  Estimate Actual EPS Impact | Guidance Consensus Range
Revenue $344.6 $361.9 $0.03 $344.6 $348.6 342-363.8
Revenue Growth 0.0% 5.0% i 0% 1.2% -0.1%+5.6%
Gross Margin 65.0% 67.3% $0.03 I 65.3%
Operating Expenses $148.0 $150.7 ($0.01) $146-$150
Restruct/Impairment $6 $7.0 $6-$8
Interest/Other ($15.5) ($14.4) ($14.5)
Tax Rate 29.0% 26.5% $0.01 28%-30%
Diluted Shares 241.8 242.5
Diluted EPS $0.16 $0.22 $0.06 $0.18 $0.16-$0.21

Orders grew by 5% from both OEMs and distributors in Asia and North America, instead of just distribution the
prior quarter, and steadily improved each month during the period except for the typical holiday hiccup. European
orders were down after unusual strength the prior quarter. Turns average in the 20% range, with highs in the low-
30% and lows in the low-teens percentage. Last quarter turns increased and were at the high-end of the range, and
this quarter they are expected to be more normal.

Distribution accounts for over 60% of sales and NSM is now treating distribution more favorably as partners after
changing its strategy in recent quarters. Initial results are good, but spotty across regions and specific distributors—
meaning potentially more gains to be had. Distribution resales increased due to improving demand, inventories
grew to 9-10 weeks from an unusually lean 8-9 weeks, and are expected to remain flat this quarter. Inventory also
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differs by region: Asia tends to run lean, but the US and Europe prefer to run richer, and the longer-term trend of
business growth in Asia should structurally compress the distribution inventory week metric.

o Industrial: industrial markets accounted for 45% of sales and grew by 14%, led by new SimpleSwitch
integrated power management modules to well established power supply applications that also grew by
14% and accounted for 10% of total sales. 90% of industrial sales occur via distribution. NSM is also
seeing early success in automotive infotainment communications and display application design wins at
OEMs and suppliers in Europe, Japan and the US. LED power management accounted for 6% of total
sales in applications including billboards, street lamps, light fixtures, reference designs at LED suppliers,
automotive, and backlights for cell phones and notebook PCs.

e  Mobile: Mobile/wireless (handset) markets accounted for 25% of sales and declined by a less-than-
seasonal 10% as Korean customer flatness partially offset declines at the other top five suppliers. Handset
backlog is up this quarter and growth is expected to resume after last quarter’s trough, with more
aggressive additional design wins for power management, lighting and audio applications expected ramp in
FY11.

o Comm/Networking: Communications and networking markets accounted for 13% of revenue and grew by
over 20%, led by base station applications using power management, data converters, interface and timing
products to European and Chinese OEMs supporting U.S. 3G, global GSM and Chinese TDSCDMA
infrastructure build outs.

e  Other: The new Solar Magic power management offering for solar panels is expected to begin ramping
production 2HCY'10. Approximate revenue market exposure of 5% to PCs, under 10% to consumer, and 4-
5% to displays.

Growth Strategy: With gross margins already in the high-60% range and incremental headroom from the Texas
fab closure, other manufacturing savings, new product initiatives, and incremental revenue fall through of 70-80%
with utilization only around 50%; management is now more aggressively pursuing revenue growth. In the short
term the company is benefiting from competitive product availability constraints and extended lead times, in the
medium term it is pursuing design opportunities that it had foregone in the past as a trade off to emphasize
profitability, and longer term it is pursuing new products in solar energy, LED lighting and automotive markets.

On-Going Restructuring: Capital expenditures are expected to remain under 5% of sales for some time given
current utilization of 49% can support quarterly revenue of $500-575M, depending on mix. The inventory build
ahead of the Arlington, Texas fab closure will be complete this quarter, the facility will close early in FY11, and the
balance of 200 basis point margin improvement will occur over IHFY11. Utilization would be in the low-60% range
if normalized for the Texas fab closure. Over 95% of production occurs in-house at NSM and there has been no
significant change to product lead times with 80% of part types deliverable in 6 weeks or less. NSM plans to
convert its UK fab to 8-inch wafers from 6-inches over the next couple of quarters which is expected to reap both
cost and capacity benefits.

Management Guidance: The backlog this quarter is up, less turns are required to achieve revenue guidance, and
all end-markets are expected to contribute. Management believes it is benefiting near-term from competitive
delivery problems in power management products. F4Q guidance includes: revenue up by +4+8% to $375-390M;
gross margin up again to 67-68% (up on volume but off some on a richer mix of recovering wireless handsets);
R&D at $68-70M; SG&A at $76-79M; restructuring the Texas fab closure at $3-4M; stock compensation at $17M
including $3M in COGS, $4M in R&D and $10M in SG&A; other expenses of $1M; interest expense at $14.5M;
tax rate of 28-30%; and capital expenditures at $12-18M. The long-term business model remains gross margin in
the mid- to high-60% and operating margin over 30%, and current gross margin strength and incremental revenue
fall through allows the company to chase more revenue growth at this time.

Raising Estimates: My F4Q estimate is consistent with guidance and my expected revenue and earnings are
increasing due to demonstrated sales and margin gains. I am also introducing FY'12 estimates with this report.
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F4Q10 FY10 FY11 FY12
FYE May, in millions  Previous Update Previous Update Previous Update New
Revenue $354.9 $385.0 $1,358.5 $1,405.9 $1,467.6 $1,591.9 $1,722.2
Revenue Growth 3.0% 6.4% -7.0% -3.7% 8.0% 13.2% 8.2%
Gross Margin 66.5% 67.5% 64.6% 65.5% 67.5% 68.6% 70.0%
Operating Expenses $149.0 $147.0 $584.5 $585.2 $606.0 $608.7 $648.5
Restruct/Impairment $3.0 $3.5 $14.0 $16.0 $0.0 $0.0 $0.0
Interest/Other ($15.5) $15.5 ($55.5) ($53.6) ($62.0) ($62.0) ($62.0)
Tax Rate 29.0% 29.0% 26.3% 26.1% 30.0% 30.0% 30.0%
Diluted Shares 243.0 243.5 240.9 241.2 246.0 246.5 251.3
Diluted EPS $0.20 $0.27 $0.68 $0.82 $0.92 $1.20 $1.38

Problematic Valuation: At this point NSM is both a revenue growth and margin expansion story. However, the
potential earnings leverage is muddied by the difference between GAAP and pro forma EPS for two reasons: the
greater relative spread between the two calculations relative to its peers; and the fact that competitive peers prescribe
their respective pro forma metrics, while NSM only reports GAAP and leaves whatever interpretation of pro forma
up to individual analysts and investors.

The lack of prescribed pro forma earnings becomes an issue in terms of forecasting, which is inherently a pro forma
exercise that tends to exclude restructuring and discrete events. All of NSM peers identified in the Relative
Valuation table on Page 8 of this report (ADI, LLTC, MXIM, STM and TXN) specifically report both GAAP and
pro forma earnings, and the spreads between the two are only a few cents a year (ADI) or a few cents a quarter. The
problem with NSM is that the difference between GAAP and pro forma has been significant over the last couple of
years, and there is a step-up in EPS where (pro forma) forecasting replaces (GAAP) historicals.

Notice this summary table of my current estimates and pro forma EPS FY09 FY10 FY11 FY12
calculations that exclude stock compensation, restructuring, and  GAAP  §0.31  $0.82
pro forma  $1.22 $1.14 $1.20 $1.38

discrete tax and other income and expenses (details by quarter are
included on the Income Statement on Page 4). The good news is a pronounced trend of EPS improvement if you
look at reported GAAP and expected pro forma. The bad news is that pro forma EPS does not appear to be growing,
which begs the question whether discrete items in the future will temper those pro forma expectations on a GAAP
basis. If I value the shares based on price-earnings on a GAAP basis then they appear expensive due to depressed
earnings, but if I value them on a pro forma basis they appear inexpensive—but lack meaningful growth. In
addition, it opens up a whole can of worms about how my version of pro forma may or may not be consistent with
that of other analysts and investors.

However, if I base my fundamental valuation on price-sales I can avoid the Pandora’s Box of pro forma earnings
and still credit the company with revenue growth. While earnings leverage is a meaningful part of the NSM story
right now, attempts to give the company credit for such leverage is problematic.

Upgrading to Buy from Hold: Fundamental relative and intrinsic valuation metrics are specified on Page 7 of this
report. NSM is trading below the average valuation metrics of its peers, although not so on an intrinsic historical
basis. I attribute this to its extended history of compressed margins and profitability that has been demonstrably
corrected in recent quarters. I am raising my 12-month target price to $22 from $18 based on slightly more than
three-times sales for either FY 11 or FY12 (right around $20), and/or somewhat less than 20-times earnings ($24 for
FY11 and $27 for FY12). My enthusiasm for the business has significantly increased over the last two quarters due
to sales and margin strength, but lackluster share price movement has finally piqued my interest from a valuation
perspective. Upside potential finally appears to meaningfully exceed downside risk at current price levels.

GAAP EPS F4Q10 FY10 FY11 Revenue

Tokenek e-revised $0.27 $0.82 $1.20 Tokeneke-revised $385.0 $1,405.9 $1,591.9
Tokeneke-previous $0.20 $0.68 $0.92 Tokeneke-previous $354.9 $1,358.5 $1,467.6
Consensus-previous $0.21 $0.72 $1.01 Consensus-previous $360.9 $1,370.0 $1,500.0

Highest Est-previous $0.25 $0.78 $1.24 Highest Est-previous $380.9 $1,400.0 $1,590.0

Lowest Est-previous $0.17 $0.65 $0.68 Lowest Est-previous $345.0 $1,350.0 $1,440.0

—Dan K. Scovel
Semiconductor Analyst
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National Semiconductor 2900 Semiconductor Drive, Santa Clara, CA 95052 408-721-5000
Income Statement www.national.com

(dollars in thousands, except per share data) * restated

Fiscal year ends May

FY2009 act FY2010 est FY2011 FY2012

FY08 Q1 Q2 Q3 Q4 FY09 Q1A Q2A Q3A Q4 FY10 Q1 Q2 Q3 Q4 FY11 Q1 Q2 Q3 Q4 FY12
Sales 1,885.9 465.6 421.6 292.4 280.8| 1,460.4 314.4 344.6 361.9 385.0| 1,405.9 392.7 412.3 387.6 399.2| 1,591.9 413.2 446.3 423.9 438.8| 1,722.2
COGS 671.5 158.4 144.2 124.3 117.2 544.1 122.2 119.6 118.2 125.1 485.1 123.7 127.8 124.0 123.8 499.3 124.0 133.9 127.2 131.6 516.6
Gross Profit 1,214.4 307.2 277.4 168.1 163.6 916.3 192.2 225.0 243.7 259.9 920.8 269.0 284.5 263.6 275.5| 1,092.5 289.2 312.4 296.8 307.1 1,205.5
R&D 363.0 89.6 91.6 72.9 51.9 306.0 65.3 68.2 69.0 69.0 271.5 69.7 71.8 71.8 72.5 285.7 73.9 76.2 76.2 78.1 304.4
SG&A 315.5 81.8 69.5 66.5 65.2 283.0 73.0 81.0 81.7 78.0 313.7 78.8 81.1 81.1 82.0 323.0 83.6 86.1 86.1 88.3 344.1
Restructuring/other 26.8 1.0 28.0 (1.6) 116.7 144.1 3.7 1.8 7.0 3.5 16.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Operating Expense 705.3 172.4 189.1 137.8 233.8 733.1 142.0 151.0 157.7 150.5 601.2 148.5 152.9 152.9 154.5 608.8 157.5 162.3 162.3 166.3 648.4
Operating Income 509.1 134.8 88.3 30.3 (70.2) 183.2 50.2 74.0 86.0 109.4 319.6 120.5 131.6 110.6 121.0 483.8 131.7 150.1 134.5 140.8 557.1
Interest Income (51.7), (14.5) (14.9) (16.7) (16.2)| (62.3)| (15.2) (15.0) (14.4) (14.5) (59.1), (14.5) (14.5) (14.5) (14.5), (58.0), (14.5) (14.5)  (14.5) (14.5) (58.0)|
Other Income, net (6.2) (2.8) (12.3) 1.0 6.8 (7.3) 3.3 2.4 0.8 (1.0) 5.5 (1.0) (1.0) (1.0) (1.0) (4.0) (1.0) (1.0) (1.0) (1.0) (4.0)
Pretax Income 451.2 117.5 61.1 14.6 (79.6) 113.6 38.3 61.4 72.4 93.9 266.0 105.0 116.1 95.1 105.5 421.8 116.2 134.6 119.0 125.3 495.1
Taxes 118.9 37.9 24.8 (6.5) (15.9)| 40.3 8.5 14.4 19.2 27.2 69.3 31.5 34.8 28.5 31.7 126.5 34.9 40.4 35.7 37.6 148.5
Net Income 332.3 79.6 36.3 211 (63.7)) 73.3 29.8 47.0 53.2 66.7 196.7 73.5 81.3 66.6 73.9 295.2 81.3 94.2 83.3 87.7 346.6
EPS-basic $1.31 $0.34 $0.16 $0.09 ($0.28) $0.32 $0.13 $0.20 $0.22 $0.28 $0.83 $0.31 $0.34 $0.28 $0.30 $1.22 $0.33 $0.38 $0.34 $0.35 $1.41
Shares-basic 252.8] 230.8 228.0 228.4 230.1 229.1 233.6 236.6 237.3 238.5] 236.5] 239.7 240.9 2421 243.3] 241.5] 244.5 245.7 247.0 248.2 246.3
EPS-diluted $1.26 $0.33 $0.16 $0.09 ($0.28) $0.31 $0.13 $0.20 $0.22 $0.27 $0.82 $0.30 $0.33 $0.27 $0.30 $1.20 $0.33 $0.38 $0.33 $0.35 $1.38
Shares-diluted 264.3] 2413 234.0 231.3 230.1 235.1 237.9 241.0 242.5 243.5] 241.2] 2447 245.9 2471 248.3] 246.5| 249.5 250.7 252.0 253.2] 251.3]
EPS-pro forma $0.43 $0.36 $0.12 $0.29 $1.22 $0.22 $0.27 $0.32 $0.33 $1.14
Margin Analysis
GM 64.4% 66.0% 65.8% 57.5% 58.3%! 62.7%! 61.1% 65.3% 67.3% 67.5% 65.5% 68.5% 69.0% 68.0% 69.0% 68.6% 70.0% 70.0% 70.0% 70.0% 70.0%
R&D 19.2% 19.2% 21.7% 24.9% 18.5% 21.0% 20.8% 19.8% 19.1% 17.9% 19.3% 17.7% 17.4% 18.5% 18.2% 18.0% 17.9% 17.1% 18.0% 17.8% 17.7%
SG&A 16.7% 17.6% 16.5% 22.7% 23.2%! 19.4% 23.2% 23.5% 22.6% 20.3% 22.3% 20.1% 19.7% 20.9% 20.5% 20.3% 20.2% 19.3% 20.3% 20.1% 20.0%
Operating Income 27.0% 29.0% 20.9% 10.4%  -25.0% 12.5% 16.0% 21.5% 23.8% 28.4% 22.7% 30.7% 31.9% 28.5% 30.3% 30.4% 31.9% 33.6% 31.7% 32.1% 32.3%
Pretax Income 23.9% 25.2% 14.5% 50% -28.3% 7.8% 12.2% 17.8% 20.0% 24.4% 18.9% 26.7% 28.2% 24.5% 26.4% 26.5% 28.1% 30.2% 28.1% 28.6% 28.7%
Tax Rate 26.4% 32.3% 40.6% -44.5% 20.0%! 35.5%! 22.2% 23.5% 26.5% 29.0% 26.1% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0%
Net Income 17.6% 17.1% 8.6% 7.2% -22.7% 5.0%! 9.5% 13.6% 14.7% 17.3% 14.0% 18.7% 19.7% 17.2% 18.5% 18.5% 19.7% 21.1% 19.6% 20.0% 20.1%
Qtr-to-Qtr Growth
Revenue 0.8% -9.5%  -30.6% -4.0% 12.0% 9.6% 5.0% 6.4% 2.0% 5.0% -6.0% 3.0% 3.5% 8.0% -5.0% 3.5%
Gross Profit 0.9% -9.7% -39.4% -2.7%! 17.5% 17.1% 8.3% 6.6% 3.5% 5.8% -7.4% 4.5% 5.0% 8.0% -5.0% 3.5%
Operating Income 7.1% -34.5% -65.7% -332%! -172% 47.4% 16.2% 27.2% 10.2% 9.2% -15.9% 9.4% 8.8% 14.0% -10.4% 4.7%
Net Income -4.3% -54.4% -41.9% -402% -147% 57.7% 13.2% 25.3% 10.3% 10.5% -18.0% 10.9% 10.1% 15.8% -11.6% 5.3%
EPS -1.8% -53.8% -42.0% -399.7% -146% 55.7% 12.9% 24.7% 9.8% 10.0% -18.5% 10.3% 9.6% 15.3% -12.0% 4.8%
Year-to-Year Growth
Revenue -2.3% -1.3%  -155%  -35.5%  -39.2%| -22.6% -32.5%  -18.3% 23.8% 37.1% -3.7% 24.9% 19.7% 7.1% 3.7% 13.2% 5.2% 8.2% 9.4% 9.9% 8.2%
Gross Profit 3.6% 3.5% -13.6% -42.4% -46.3% -24.5% -37.4% -18.9% 45.0% 58.8% 0.5% 40.0% 26.4% 8.2% 6.0% 18.7% 7.5% 9.8% 12.6% 11.5% 10.3%
Operating Income 4.0% 2.0% -38.6% -11.7% -156% -64.0%! -62.8% -16.2%  183.8% -256% 74.4% 140.1% 77.8% 28.7% 10.6% 51.4% 9.3% 14.1% 21.6% 16.4% 15.2%
Net Income -11.5% -7.0% -59.9% -71.1% -177% -77.9% -62.6% 29.5% 152.1% -205%| 168.3% 146.7% 72.9% 25.2% 10.8% 50.1% 10.6% 16.0% 25.1% 18.8% 17.4%
EPS 17.1% 8.8% -54.5% -68.9% -179%! -75.7% -63.0% 24.8% 142.7% -201%| 159.9% 140.5% 69.8% 22.7% 8.6% 47.0% 8.4% 13.7% 22.6% 16.4% 15.1%
Dan K. Scovel, Tokeneke Research LLC, 203-604-0183, dscovel@tokenekeresearch.com 3/12/10
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National Semiconductor

Financial Summary
(dollars in millions) * restated
Fiscal year ends May

FY2007  FY2008  FY2009 F3Q09 F4Q09 F1Q10 F2Q10 F3Q10
Assets
Cash and equivalents 828.6 736.8 700.3 7771 700.3 7341 821.7 868.6
Net accounts receivable 150.6 137.3 "7 82.6 "7 84.3 87.6 87.4
Quick Assets 979.2 874.1 772.0 859.7 772.0 818.4 909.3 956.0
Inventories 176.0 148.6 134.6 149.6 134.6 123.0 116.4 113.9
Other 135.3 148.9 190.2 126.7 190.2 211.0 208.5 185.9
Current Assets 1,290.5 1,171.6 1,096.8 1,136.0 1,096.8 1,152.4 1,234.2 1,255.8
Property, plant and eqt, net 583.5 557.3 461.8 542.0 461.8 425.8 416.0 419.2
Goodwill 63.6 60.5 61.5 60.5 61.5 61.5 66.1 66.1
Deferred tax assets 197.8 2475 241.9 273.4 241.9 253.9 256.7 258.5
Other assets 69.9 1122 101.3 101.5 101.3 97.9 102.5 103.3
Total Assets 2,205.3  2,149.1 1,963.3 2,113.4 1,963.3 1,991.5  2,075.5 2,102.9
Liabilities and Shareholders Equity
Current portion of long-term debt 0.0 62.5 62.5 187.5 62.5 312.5 339.0 339.0
Accounts payable 59.9 53.5 40.3 47.6 40.3 47.3 4.7 45.8
Accrued expenses 122.7 180.3 144.6 119.9 144.6 129.8 161.2 165.1
Income taxes payable 117.4 12.3 28.2 334 28.2 74 17.0 143
Current Liabilities 300.0 308.6 275.6 388.4 275.6 497.0 558.9 564.2
Long-term debt 20.6 1,414.8 1,227.4 1,244.4 1,227.4 962.9 921.8 906.2
Other 157.7 228.8 283.3 227.9 283.3 289.7 298.6 285.2
Total Liabilities 478.3 1,952.2 1,786.3 1,860.7 1,786.3 1,749.6 1,779.3 1,755.6
Common stock 155.1 116.3 116.3 114.8 116.3 118.3 118.9 119.0
Additional paid-in capital 0.0 0.0 67.6 25.7 67.6 119.4 145.0 161.9
Retained earnings 1,685.7 167.4 116.8 199.5 116.8 127.9 156.0 190.1
Accumulated other comp. loss (113.8) (86.8) (123.7) (87.3) (123.7) (123.7) (123.7) (123.7)
Total Shareholders Equity 1,727.0 196.9 177.0 252.7 177.0 241.9 296.2 347.3
Total Liabilities and Equity 2,205.3  2,1491 1,963.3 2,113.4 1,963.3 1,991.5  2,075.5 2,102.9
Sales and Income
Revenue 1,929.9 1,885.9 1,460.4 292.4 280.8 314.4 344.6 361.9
COGS 757.7 671.5 5441 124.3 117.2 122.2 119.6 118.2
Net income 375.3 332.3 73.3 211 (63.7) 29.8 47.0 53.2
Other
Capital Expenditures 106.6 94.7 82.6 20.6 6.9 5.9 8.5 9.5
Depreciation and Amortization 144.7 132.7 119.8 30.5 27.8 25.0 22.8 23.8
Shares (weighted average diluted) 334.2 264.3 235.1 231.3 230.1 237.9 241.0 242.5
Employees (units) 6,500 6,000
Dividends Paid 45.1 50.6 64.4 18.3 18.4 18.7 18.9 19.1
Stock Repurchased 2,123.5 128.4 0.4 0.0 0.0 0.0 0.0
Ratios
Liquidity
Quick Ratio 3.26 2.83 2.80 2.21 2.80 1.65 1.63 1.69
Current Ratio 4.30 3.80 3.98 2.92 3.98 2.32 2.21 2.23
Leverage
Debt Ratio 0.22 0.91 0.91 0.88 0.91 0.88 0.86 0.83
Long-term Debt/Capital 0.08 0.76 0.77 0.70 0.77 0.63 0.59 0.57
Asset Management
Fixed Asset Turnover 3.3 3.3 2.9 2.1 2.2 2.8 3.3 3.5
Total Asset Turnover 0.9 0.9 0.7 0.5 0.6 0.6 0.7 0.7
Recievables DSO 28 26 18 25 23 24 23 22
Inventory Days 84 80 89 108 103 91 88 87
Inventory Turns 4.3 41 3.8 3.3 3.3 3.8 4.0 4.1
Profitability
Gross Margin 60.7% 64.4% 62.7% 57.5% 58.3% 61.1% 65.3% 67.3%
Net Margin 19.4% 17.6% 5.0% 7.2% -22.7% 9.5% 13.6% 14.7%
Return on Assets 17.0% 15.3% 3.6% 4.0% -12.5% 6.0% 9.2% 10.2%
Return on Equity 21.7% 34.5% 39.2% 36.2% -118.6% 56.9% 69.9% 66.1%
Per Share Data
Book Value/Share $5.17 $0.74 $0.75 $1.09 $0.77 $1.02 $1.23 $1.43
Tangible Book Value/Share $4.98 $0.52 $0.49 $0.83 $0.50 $0.76 $0.95 $1.16
Gross Cash/Share $2.48 $2.79 $2.98 $3.36 $3.04 $3.09 $3.41 $3.58
Net Cash/Share $2.42 ($2.80) ($2.51) ($2.83) ($2.56) ($2.28) ($1.82) ($1.55)
Earnings/Share $1.12 $1.26 $0.31 $0.09 ($0.28) $0.13 $0.20 $0.22
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National Semiconductor
Sales Analysis

dollars in millions

Fiscal year ends May

F2007 F2008 F2009 FY2010
F1Q F2Q F3Q F4Q FY07 F1Q F2Q F3Q F4Q FY08 F1Q F2Q F3Q F4Q FY09 F1Q F2Q F3Q
Revenue by Product
Power 222.0 220.7 202.6 209.7[ 855.0 212.2 239.5 213.1 2171 881.9 218.8 193.9 137.4 1292 679.4 154.1 172.3 -
Amplifiers/Comparators 108.3 105.3 103.4 1140  431.0 117.9 129.7 104.3 1109 4628 107.1 101.2 64.3 64.6[ 337.2 122.6 134.4 -
Interface 48.7 40.1 34.5 31.9[ 1552 37.7 44.9 36.3 370 1559 51.2 46.4 29.2 309 157.7 - - -
Data Converters 325 251 21.6 228 101.9 23.6 25.0 22.7 231[ 94.3 233 211 17.5 14.0 [ 75.9 - - -
Other Analog 54.1 35.1 21.6 228 1336 37.7 20.0 27.2 185 103.4 14.0 12.6 11.7 14.0[ 52.4 16.2 15.9 -
Total Analog 465.6 426.4 383.6 401.2[ 1,676.7 429.1 459.1 403.5 406.6 [ 1,698.2 414.4 375.2 260.2 252.7 1,302.6 292.8 322.5 -
Non-Analog 75.8 75.2 47.4 50.1[ 248.6 42.4 44.9 49.9 50.8[ 188.0 46.6 42.2 32.2 281 149.0 21.7 221 -
Total Revenue 541.4 501.6 431.0 4559 1,925.3 4715 499.0 453.4 462.0 [ 1,886.3 465.6 421.6 292.4 280.8 | 14515 314 345 362
Growth
Power -0.6% -8.2% 3.5% 1.2% 12.9% -11.0% 1.9% 3.2% 0.8% -11.4% -29.1% -6.0% -23.0% 19.3% 11.8%
Amplifiers/Comparators 2.7% -1.8% 10.2% 3.4% 10.1% -19.6% 6.3% 7.4% -3.4% -5.5% -36.4% 0.4% 271% 12.0% 9.6%
Interface -17.6%  -14.1% -7.4% 18.2% 19.1%  -19.2% 1.9% 0.4% 38.6% -9.5%  -37.0% 5.6% 1.2%
Data Converters -22.8% -14.1% 5.8% 3.4% 5.8% -9.1% 1.9% -7.5% 0.8% -9.5% -16.8% -20.0% -19.5%
Other Analog -35.1% -38.6% 5.8% 65.5% -47.1% 36.3% -32.1% -22.6% -24.4% -9.5% -7.5% 20.0% -49.4% 15.1% -1.9%
Total Analog -8.4%  -10.0% 4.6% 6.9% 7.0%  -12.1% 0.8% 1.3% 1.9% -9.5%  -30.6% -2.9%| -23.3% 15.9% 10.1%
Non-Analog -0.7% _ -37.0% 5.8% -15.4% 5.8% 11.1% 1.9%| -24.4% -8.4% -9.5%  -23.7%  -12.7%| -20.8%| -22.7% 1.7%
Total Revenue -7.4% -14.1% 5.8% 3.4% 5.8% -9.1% 1.9% -2.0% 0.8% -9.5% -30.6% -4.0% -23.0% 12.0% 9.6% 5.0%
Revenue Percent
Power 41.0% 44.0% 47.0% 46.0% 44.4% 45.0% 48.0% 47.0% 47.0% 46.8% 47.0% 46.0% 47.0% 46.0% 46.8% 49.0% 50.0%
Amplifiers/Comparators 20.0% 21.0% 24.0% 25.0% 22.4% 25.0% 26.0% 23.0% 24.0% 24.5% 23.0% 24.0% 22.0% 23.0% 23.2% 39.0% 39.0%
Interface 9.0% 8.0% 8.0% 7.0% 8.1% 8.0% 9.0% 8.0% 8.0% 8.3% 11.0% 11.0% 10.0% 11.0% 10.9%
Data Converters 6.0% 5.0% 5.0% 5.0% 5.3% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 6.0% 5.0% 5.2%
Other Analog 10.0% 7.0% 5.0% 5.0% 6.9% 8.0% 4.0% 6.0% 4.0% 5.5% 3.0% 3.0% 4.0% 5.0% 3.6% 5.1% 4.6%
Total Analog 86.0% 85.0% 89.0% 88.0% 87.1% 91.0% 92.0% 89.0% 88.0% 90.0% 89.0% 89.0% 89.0% 90.0% 89.7% 93.1% 93.6%
Non-Analog 14.0% 15.0% 11.0% 11.0% 12.9% 9.0% 9.0% 11.0% 11.0% 10.0% 10.0% 10.0% 11.0% 10.0% 10.3% 6.9% 6.4%
Total Revenue 100.0%  100.0%  100.0% 99.0%| 100.0%| 100.0% 101.0%  100.0% 99.0%| 100.0% 99.0% 99.0% 100.0%  100.0%| 100.0%| 100.0%  100.0%
Revenue by Region
Asia-Pacific 885.7 924.3 693.8
Americas 423.6 377.3 341.1
Europe 404.3 339.5 310.1
Japan 211.8 245.2 115.4
Total 1,925.3 1,886.3 1,460.4
Revenue Percent
Asia-Pacific 46.0% 49.0% 47.5%
Americas 22.0% 20.0% 23.4%
Europe 21.0% 18.0% 21.2%
Japan 11.0% 13.0% 7.9%
Total 100.0% 100.0% 100.0%
Revenue by Market
Handsets/Mobile 33% 30% 30% 30% 30% 30% 25%
Communication/Network 10% 12% 12% 12% 12% 12% 13%
Industrial 38% 38% 38% 38% 40% 40% 45%
Other 19% 20% 20% 20% 18% 18% 17%
Total 100% 100% 100% 100% 100% 100% 100%
Revenue by Customer
Awnet 14.0% 15.0% 15.0%
Arrow 13.0% 12.0% 13.0%
Nokia 11.0%
Other
Orders 7% -33% -25% 30% 17% 17% 5%
Utilization 70% 66% 37% 38% 46% 46% 49%
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National Semiconductor

Valuation

Relative Valuation

Price 52-Week CY EPS CYPIE Diluted CAP Price-Sales FY Qtr Div

Company Ticker 3/11/10 Low High | 2008 2009 2010 2011 2008 2009 2010 2011 _|Shares(mil)  ($ mil) TTM CurFY NxtFY| Ends Div/ish Yield
National Semiconductor * NSM 14.34 9.30 - 16.20 1.42 0.33 1.28 1.28 10.1 43.5 11.2 11.2 243 3477 27 2.5 2.2 May $0.08 2.2%
Analog Devices ADI 29.17 18.59 - 32.19 1.55 1.22 2.07 2.23 18.8 23.9 14.1 13.1 305 8,894 | 42 35 33 Oct $0.20 2.7%
Linear Technology LLTC 27.68 20.26 - 31.21 1.99 1.37 1.63 1.85 13.9 20.2 17.0 15.0 228 6,322 7.0 6.0 5.2 Jun $0.23 3.3%
Maxim Integrated Products MXIM 19.14 11.69 - 21.00 0.48 0.52 112 1.43 39.9 36.8 17.1 13.4 310 5935| 3.6 3.0 27 Jun $0.20 4.2%
STMicroelectronics ST™ 9.27 4.20 - 10.28 0.44 -0.73 0.48 0.75 211 NM 19.3 12.4 878 8,142 1.0 0.8 0.8 Dec-ADR  $0.03 1.3%
Texas Instruments * XN 24.07 15.34 - 27.00 1.58 1.26 2.14 2.37 15.2 19.1 11.2 10.2 1,257 30,256 2.9 2.3 2.1 Dec $0.12 2.0%
Average 21.8 25.0 15.7 12.8 3.7 3.1 2.8

* Tokeneke estimate
Source: consensus as of 3/11/10
Historical Valuation
Trailing 12-month
Price Price/Earnings Price/Sales Price/Book
Company Ticker 3/11/10 Current Historical* Current Historical* Current Historical*
National Semiconductor NSM $14.34 13.0 27 10.0
Average 36.6 Average 21 Average 6.0
High 600.0 High 6.6 High 111.0
Low 71 Low 0.2 Low 0.5
*weekly since 1990
CONFIDENTIAL Page 7 Copyright © 2010 Tokeneke Research LLC



Tokeneke Research LLc Company Overview

Semiconductor Industry Analysis and Insight

The Company

Tokeneke Research is an independent research firm specializing in semiconductor industry business issues, providing
fundamental research focused on US equities across all market capitalizations within the sector to investors. The company was
founded in 2005 and is based in Connecticut.

The Offering

o Monthly Newsletter: A summarized review of noteworthy industry business developments, sales statistics, and sector equity
market performance, as well as a near-term and annual outlook for sector business fundamentals and share prices. This
report typically includes two pages of text and a handful of recurring charts and tables. It is intended for relatively broad-
based distribution.

o [ndustry Reports: A semi-annual publication offering insight and perspective to industry-wide, multi-year forecast updates;
periodic sub-sector product type and/or end-market reviews; fundamental and valuation perspectives on sector equity
relationships; and an industry introduction and overview. These are more detailed reports with varying shelf-lives, and are
intended for narrow distribution to interested clients.

e Company Reports: Fundamental equity research including earnings estimates and customized valuation analysis.

o Consulting: Special projects of limited or extended duration, as well as periodic access of varying frequency.

Publications are distributed via email in .pdf format, unless otherwise requested. Client confidentiality and customized
research exclusivity accommodated. Rates vary with the nature, duration, and terms of offerings.

My Background

I have an electrical engineering background, nearly 12 years of semiconductor industry experience, and was on Wall Street for
nearly eight years where I was selected as the Best On The Street semiconductor analyst for 2002 by The Wall Street Journal,
and third-rated Best of the Best across all sectors.

I obtained my undergraduate BS degree in electrical engineering from the University of Washington, and my MBA from Santa
Clara University. My industry experience consists of nearly 12 years in various technical sales and marketing roles at four
different semiconductor firms located in Silicon Valley beginning with Advanced Micro Devices in 1984, followed by two
small start-up companies, and ending at Cirrus Logic where I supported the firm’s Japanese market development. I joined
Fahnestock & Co. as a senior semiconductor analyst in 1996 and was recruited by Needham & Co. in April 2000.

My formal coverage list as a sell-side analyst included the following equities: AMD, ALSC, ALTR, ARTI, ATML, CUBE,
CY, ESST, GNSS, INTC, ISSI, LSI, MOSY, MU, OIIM, OVTI, RMTR, SIII, SMSC, STEC, SVTG, TDFX, TSRA, TXN, and
ZRAN.

—Dan K. Scovel
Semiconductor Analyst

Tokeneke Research LLc

Rowayton, CT 06853

dscovel@tokenekeresearch.com CONFIDENTIAL
www.tokenekeresearch.com

203-554-4621

Copyright © 2010 Tokeneke Research LLC. All rights reserved. This report is for information purposes only and does not constitute a solicitation or an offer to buy
or sell any security or to participate in any investment or trading strategy. Opinions expressed in this report reflect the judgment of Tokeneke Research LLC on the
topics addressed as of the date of the report, and are subject to change without notice. Tokeneke Research LLC makes every effort to use reliable and
comprehensive information but makes no representation that the information in this report is accurate or complete, nor dies it undertake to update or revise this
report at any time of for any reason. This report contains forward-looking statements that involve risks and uncertainties, both known and unknown, as well as
assumptions that, if they do not fully materialize or prove incorrect, could cause actual results to differ materially from those expressed or implied by such forward-
looking statements. Actual results and trends may differ materially from historical results or those projected in any such forward-looking statements depending on a
variety of factors. This report does not provide individually tailored investment advice and has been prepared without regard to the specific individual financial
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or distribution of this report, even for internal distribution, is strictly prohibited unless specifically authorized by Tokeneke Research LLC




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


