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Who'’s Doing Well by Doing Good

TOYOTA

The maker of the top-selblbing Prius hybrid leads in
 developing efficient gas-electric vehicles.

AUTOMOBILES

I NOKIA

SOME LEADERS What does it mean to say a company, its products,
or its processes are “sustainable”? Here is a list of top-rated companies by industry:

~ Makes phones for handicapped and low-income

COMMUNICATIONS EQUIPMENT

consumers. A leader in phasing out toxic materials.

RENAULT Integrates sustainability throughout organization.
: Has fuel-efficient cars-and factories. :

ERICSSON

" Eco-friendly initiatives include wind- and fuel-cell-

pOWer’ed;fce_Iecom,sy,stemsin,Niger‘ian villages.

VOLKSWAGEN

FRESENIUS
- MEDICAL CARE

A market leader in small ¢
technologies. -~ - -

"~ COMPUTERS & PERIPHERALS

ars and clean diesel

Discloses costs of its patient treatment in terms of

en_erg'y.andiwater use and waste generated,

MOTOROLA

used equipment in Mexico, U.S., and Europe.

- "Top innovator of ‘saving appliances, lighting,
LS and medical g goods for developing world.

Good disclosure of environmental data. Takes back

FINANCIAL SERVICES

HOUSEHOLD DURABLES

IMS HEALTH

Places unusual emphasis on environmental issues-
inits global health consulting work.

SONY

s ahead on green issues and ensuring quality,

safety, and labor standards of global suppliers.

QUEST
DIAGNOSTICS

MARKS &
SPENCER

Has diversity program promoting businesses
owned by minorities, women, and veterans.

Buys focal product to cut transit costs and fuel use.
Good wages and benefits help retain staff.

MATSUSHITA

| ELEC

FAL

the most toxic substances inits global operations.

Largest U.S. solar generator. Has 40% of wind-
. power capacity. Strong shareholder relations.

State-of-the-art green products. Elimiriated 96% of

HOME RETAIL
GROUP

High overall corporate responsibility standards.
have led to strong consumer and staff loyalty. -

IBERDROLA

-accounts for 17% of capacity. Wants that to grow.

Since Scottish Power takeover, renewable energy

AEON

Environmental accounting has saved $5.6 million.
Good employee policies in China and SE Asia.

SCOTTISH &
SOUTHERN

air pollution and climate change.

Aggressively discloses environmental risk, including

Data: Innovest Strategic Value Advisors

January 29, 2007 | BusinessWeek | 53




Philips Wins **Best in Show" Award at CES for Power-Saving Eco TV
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The caption for the Philips
release is: "The Philips Eco
TV (42PFL5603D) was
honored with the CNET's
'Best in Show' award at
2008 International
Consumer Electronics Show
(CES).” (Photo: Business
Wire)
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Philips Wins “Best in Show" Award at CES for
Power-Saving Eco TV

2008 International CES

LAS VEGAS--(BUSINESS WIRE)--Philips’ Eco FlatTV™ took home top
honors today at the 2008 International Consumer Electronics Show (CES)
with the overall “Best in Show” in CNET's “Best of CES” awards. The
innovative Eco TV (42PFL5603D) is a high-definition LCD television that
delivers superb picture quality while minimizing power consumption.

To qualify for “Best in Show,” the Eco TV won the television category for the
“Best of CES” awards.

The Eco TV is designed with several power saving features such as a
proprietary dimming technology that is designed to lower the LCD panel
backlight to reduce power consumption without compromising the picture
quality. A built-in light sensor automatically measures the viewing room'’s
ambient lighting and adjusts the television’s backlight for power efficiency.

As part of the Philips Design Collection, the Eco TV delivers precision
picture quality and definitive style while incorporating lead-free components
and flame retardant materials, which are safe to the environment.
Furthermore, the packaging box and user manuals are all made of recycled
materials.

“Philips has long been an industry leader in sustainability and it is an honor
to be recognized for that commitment by an organization such as CNET "
said Paul Zeven, CEO, Philips Electronics, North America. “The Eco TV sets
the standard in design and efficiency, giving consumers unmatched picture
quality without the hefty power bills.”

Selected by CNET’s panel of expert editors, winners are recognized as the
hottest products in their respective technology categories for their
unmatched innovation and creativity, and their ability to excite consumers
and help them explore a world gone digital. CNET's editors received and
reviewed hundreds of entries, as well as scoured the CES show floor for
products to consider for the prestigious award.

The ten technology categories include: digital photo and video; car tech and
GPS; cell phones and smart phones; computers and hardware; emerging
technologies; gaming; home audio; home video; MP3 and portable video
players; and televisions. A video of the winners and finalists showcasing
their technologies can be found at http://www.cnet.com/ces.
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“Chosen from hundreds of products at CES, Philips”Eco TV demonstrates
the creativity, excellence and vision that set the standard at CES,” said Jai
Singh, editor-in-chief of CNET and senior vice president for Content
Development. “The ‘Best of CES’ Awards brings together the top consumer
electronics that will impact the coming year for consumer electronics.”

The Philips 42PFL5603D is one of several Philips Green Flagship products.
Philips Green Flagship products carry the Philips Green logo and have been
certified by external auditors that they are more than 10% more efficient
than other products on the market within a given product category. The Eco
TV will be available in March and will carry a suggested retail price of
$1,399. '

About Royal Philips Electronics

Royal Philips Electronics of the Netherlands (NYSE: PHG, AEX: PHI) is a
global leader in healthcare, lighting and consumer lifestyle, delivering
people-centric, innovative products, services and solutions through the
brand promise of “sense and simplicity”. Headquartered in the Netherlands,
Philips employs approximately 128,100 employees in more than 60
countries worldwide. With sales of EUR 27 billion in 2006, the company is a
market leader in medical diagnostic imaging and patient monitoring systems,
energy efficient lighting solutions, as well as lifestyle solutions for personal
wellbeing. News from Philips is located at www.philips.com/newscenter.

Contacts

Philips Consumer Lifestyle North
America

Lindsay Woods, 770-821-2392
lindsay.woods@philips.com

or

Manning Selvage & Lee

Craig Eldon, 404-870-6836
craig.eldon@mslpr.com

Business Wirs

Terms of Use | ©2008 Business Wire
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- CE & DAP Day - Opportunities
But No Incremental Guidance

B reedback from CE and DAP Capital Markets Day
On 6 December 2007, Philips (PHIA) held its Consumer Electronic (CE) and
Domestic Appliances & Personal Care (DAP) capital markets day in
Amsterdam, Holland. We summarize the key points as follows: S

sfield >>

Consolidating CE & DAP — while PHIA reiterated its previously announced cost
saving target of EUR150-200m through the merger of its ‘CE’ and ‘DAP" units into
a single division of ‘Consumer Lifestyle’, we were disappointed that the company
did not provide any guidance with respect to future revenue synergies by
expanding its addressable market potential from EUROQ.5T to EUR1.4T.
Nevertheless, we have learnt that new opportunities may include the categories of

Stock Data
‘food preparation’, ‘personal augmentation’ and ‘outdoor’. Interestingly, this may £

. . R Price (C /ADR EUR?28.68 / US$42.01

include hearing/listening devices and/or contact centre & office headsets. ngz gl;;?:: ) EUR36.00 /US§48.38

DAP — while we expect organic constant currency growth to slow from the current Date Established 27-Jun-2007 1 27-2JL;J(;‘7.

s 170

extraor'dlnanly high .momentum of ~17% (9M FYQ7A), our forecast (bar a .U.S. Investment Opinion BA71BAT

recession) of 7.5% in FYO8E and 6% FYQ9E could prove to be conservative, Volatility Risk MEDIUM/ MEDIUM

driven by a flurry of new product launches/roll-outs including shaving solutibns, ML Symbol / Exchange PHGFF / ENA

baby & mother care (AVENT), one touch espresso machines & UV water purifiers. ML Symbol / Exchange PHG/NYS
Bloomberg / Reuters PHIA NA / PHG.AS

Connected Displays — which makes up ~60% of CE continues to loose money in

the North American market driven by severe price competition, aggressive retail

dynamics and disruptive low-cost players. With the intermediate-term outlook 20 : Ve Woy

unlikely to change, PHIA is reconsidering its business model, which may include | : T

downsizing / streamlining its product portfolio and/or retail channels. Nevertheless 304

European and emerging markets continue to show satisfying investment returns.

204

-S. Economy — while CE has historically shown sensitivities to macro economic . ;
conditions, it was highlighted that DAP should be far more robust due to its 2034,,,““‘,5 _ ;,"23;.0 STO&%%GP INDEX 2007
relatively lower price points and being generally more of a “necessity good’. While

DAP has been relatively stable through past economics cycles, we believe the

division may have become more sensitive, driven by a product portfolio that over

the past 3-4 years has been driven to higher price points through innovation.

Furthé(more, new categories such as the recently launched high-end automatic

coffee machines for +EUR1,000 are likely to be more discretionary in nature.

Nevertheless, PHIA has not seen any weakness in its U.S. DAP business so far.

Investment Conclusion - Buy

Overall, we found the capital market mildly positive and look forward to additional
disclosure on future expected revenues synergies from the new ‘Consumer
Lifestyle’ division. We believe that the fundamental investment case remains
intact: 1) MedTech acquisitions can drive re-rating; 2) Redeployment of capital
into more attractive markets; and 3) compelling valuation on conservative
forecasts. We maintain our Buy rating and our 12-month PO of EUR36 per share.

>> Employed by a non-US affiliate of MLPF&S and is not registered/qualified as a research analyst under the NYSE/NASD rules.
Refer to "Other Important Disclosures" for information on certain Mertill Lynch entities that take responsibifity for this report in particular jurisdictions.

Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision. Customers of Merrilt Lynch in the US can receive independent, third-party research on companies covered in this report, at no cost
to them, if such research is available. Customers can access this independent research at http:/iwww.ml.com/independentresearch or can call 1-800-637-
7455 to request a copy of this research.

Refer to important disclosures on page 3 to 5. Analyst Certification on page 2. Price Objective Basis/Risk on page 2. 10678988
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Philips Electronics NV ADR PHG

Morningstar Rating Last Price Fair Value Consider Buy Consider Sell Business Risk Econemic Moat Stewardship Grade Industry

* %% Hold $38.70 $35.00 $27.00 $43.90 Average None

Flat Panels Have Poor Fundamentals

by irina Logovinsky, CPA

Stock Analyst

Analysts covering this company do no
own its stock or thoge of its closest
competitors.

Analyst Note 03-26-07

DEspite the explosive growth of flat-panel televisions,
manufacturers are struggling to stay profitable. The
downward spiraling of prices, which are expected to drop
another 20% in 2007, is outpacing cost reductions as
manufacturers vie for market share. The rampant
competition from value brands like Vizio and
Wastinghouse has undercut prices of brand names like
Sony , Philips, and Panasonic by as much as 40%. Thanks
to the global supply chain, these value players have
access to the same TV displays from Asian suppliers as
their marquee competitors. Consequently, Vizio and
Waestinghouse can manufacture TVs as cheaply as anyone
else. And since these firms have virtually no overhead and
no expensive marketing campaigns, they can pass their
cost savings on to consumers.

Report updated on March 26, 2007.
Data and Rating updated as of
March 26, 2007.

Stock Price {$)

350

A

:

The industry is setting its sights on the Chinese consumer
market to satisfy a growing demand for TVs. This
expansion ahead of the Olympic Games in Beijing should
reinvigorate the entire supply chain. Both Samsung and
LG.Philips are opening factories in China and, at least
temporarily, can boast a technological lead in large
display production over local suppliers like Chi Mei
Optoelectronics. The expansion will also be a boon for
suppliers like Photon Dynamics that provide equipment for
the manufacturing of large TV panels. We remain
concerned that the industry will exhibit the same
overzealousness displayed befare the soccer World Cup
last year, when the glut of panels in the open market led
to losses for all component suppliers.

Sustaining healthy returns on capital in such an
environment is almost impossible. Unlike the cathode ray
tube market, where manufacturers owned their proprietary
technology and brands, flat panel displays are a much less
differentiated offering. Often, price cutting is the only tool
available to retain market share, which means suppliers
have to build manufacturing capacity to drive prices down.

Sector

— Audio/Video Equip. Consumer Goods

Since most industry participants choose this course, the
industry is in a constant state of overcapacity, which leads
to poor profits for everyone involved.

Thesis 01-16-07

Philips Electranics is jettisoning a mature semiconductor
business and reshaping itself into a medical device,
technology, and personal-care company. We think growth
will be propelled by investments in the health-care market
and robust sales of personal-care items, like the Sonicare
toothbrush and the Senseo coffee maker. This focus on
high-margin products is admirable, but Philips still faces
fierce competition in several of its legacy businesses.

We applaud management’s decision to sell 80% of the
semiconductor unit. This segment fetched more than $10
billion, or 2 times sales--remarkable, considering that it
builds low-end chips for cyclical customers in consumer
electronics and automotive markets. Its capital
requirements were also a significant drag on the firm's
cash flows, consuming almost half of capital expenditures
and 40% of research-and-development expenses in 2005.
By disposing of this business, management is freeing
much-needed capital and reducing earnings volatility,
unlocking additional valug for Philips’ shareholders.

Some of the sale proceeds will probably be spent on
Philips’ burgeoning medical system portfolio. The firm is
betting that aging papulations in the developed world will
spur demand for health care. It recently acquired a
manufacturer of superconducting magnets used in
magnetic resonance imaging systems in order to extract
more value from its vertically integrated MRI business. It
has focused on the promising market for home monitoring
equipment {e.g., heart monitoring devices) because of the
growing migration of medical treatment from hospitals to
homes. Philips also entered the attractive health-care IT
segment with the acquisition of Stentor, a technology
pravider for managing digital radiology images. The new
system enables doctors to store, retrieve, and send
patients’ X-rays electronically, thus eliminating the need
for film-based equipment. With hospitals looking to

This report was produced by an Independent Research Provider selected by the Independent Consultant

as required under the Global Research Analyst Settlement.
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Vizio Who? Once Unknown Company Becomes Leéding LCD-TV Brand in North America

August 20, 2007

If you've ever entered a Wal-Mart or Costco and been tempted to buy one of the ultra-
inexpensive Vizio LCD-TVs on prominent display, you're not alone; U.S. consumers in the
second quarter gave into this temptation in a big way, helping to make Vizio the leading
LCD-TV brand in North America.

Vizio in the second quarter shipped 606,402 LCD-TVs in North America, up a stunning
76.4 percent increase from 343,704 in the first quarter, according to iSuppli Corp. This
caused Vizio's North American unit market share to rise to 14.5 percent, up from 9.4
percent in the first-quarter. The sales surge also caused Vizio to rise four positions in the
North American rankings, going from the fifth-placed brand in the first quarter to No. 1.in
the second quarter—passing by Samsung, Philips, Sharp and Sony on the way.

How did Vizio, a brand that was virtually unknown a year ago, manage to eclipse such
well-established names? The answer is a combination of low-priced products and high-
powered sales channels, iSuppli believes.

“Vizio’s success is mainly due to the company expanding its retail presence to Wal-Mart
and Sears at the beginning of the second quarter,” said Riddhi Patel, principal analyst,
television systems for iSuppli. “The company already was selling its LCD TVs through the
warehouse stores Costco, Sam’s Club and BJ's Wholesale Club—but the addition of the
two new retailers gave Vizio’s sales a significant lift.” Vizio also is benefiting from U.S.
consumers’ increased awareness and comfort with LCD-TVs. In the past, because of the
newness of the product, U.S. consumers gravitated toward premium, established brands
and specialty electronics retailers. Vizio's success selling inexpensive LCD-TV sets
through mass-market retailers reftects a major shift in consumer attitudes.

*Americans have grown comfortable with value brands, making Vizio’s low-cost sets an
alluring alternative to the established names,” Patel said.

The attached table presents iSuppli’s listing of the top LCD-TV brands in North America in
the second quarter, ranked by unit shipments. :

Tofy LCD-TV OEM Ranking in Horth America in G2 (Ranking hy Unit Shipments)
etorfezror] 7 [02'07unit | 02°07 Unit | Q107 Unit | Q1707 Unit
‘Rank | Rank |Company - |Shipments |Market Share | Shipments |Market Share

5 1 izio 606 402 14 5% 343,704 9.4%
1 2 Samsung 476 210 11.4% 445 B3 12.2%
4 3 Sharp 431,171 10.3% 392,955 10.8%
2 4 Philips 346,108 5.3% 420,800 11.5%
B 5 LG Electronics 306 544 7.3% 237 939 B.5%
3 B Sony 263377 £.3% 412,232 11.3%
7 7 Syriax-Brilian 256197 B.1% 180,821 50%
9 3 Westinghouse 229420 5.45% 102 587 28%
5] e} Panasaonic (Matsushita) 145,000 35% 123,750 3.4%
Others 1,133,206 270% 990,738 271%

Grand Total 4,193,635 100.0%| 3.651,269 100.0%

Source: ISuppll Corp, Augnst 2007

Riding the LCD wave

http://www.isuppli.com/news/default.asp?id=8374
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+:Sony Rises to Top of North America LCD TV Shipments for First Time

Austin, Texas, February 6, 2008—Sony climbed four spots in Q4’07 to reach #1 in LCD TV
shipments for the first time with a boost in share from 9.7% to 12.8% on 83% Q/Q sequential
growth, the strongest among the top five brands. Sony was the leading brand at 40-44", 45-49”
and 50-54” according to preliminary findings from DisplaySearch’s latest Quarterly Global TV
Shipment and Forecast Report. Sony’s strong growth can be attributed to

« Strategic alignment with national big box retailers who focused on 40"+ screen sizes and
1080p resolutions during the 2007 holiday selling season

s Greater focus on North America, which accounted for 29.5% of global LCD TV shipments for
Sony

Table 1: Preliminary Q3'07 - Q4'07 North American LCD TV Unit Share and Growth

_.Sony. .|
..Samsung ¢

Other LCD TV highlights include

» Samsung moved up to #2 at 12.3%, just half a percent behind Sony as both brands
exceeded a million units shipped during the quarter. Samsung was #2 béhind Sony at
46”/47" and 52", ahead of Sharp in each case.

s Vizio dropped from #2 to #3, though their unit share was nearly unchanged at 10.7%
despite having the strongest annual growth of any top five during Q4’07 brand at 250% Y/Y.
Vizio also led at 37", shipping twice as many as #2 LG. )

e Sharp fell from #1 to #4 as their share fell almost 3 points to 8.4%. Sharp’s Q/Q sell-in
growth was just 2% with Y/Y volume rising 56%.

e Preliminary totals for LCD TVs rose 38% Q/Q-and 64% Y/Y to a new record high of 9.1M units
as TV brands incorporate monitor panels in TV products to alleviate TV panel supply
tightness and LCD continues to capture share at 42”7 and 50" from PDP, which in turn is
grabbing share from RPTV technologies above 50",

In plasma TVs, Panasonic continued to lead, as shown in Table 2. Panasonic earned a 38.5%
share on 81% Q/Q growth. However, on a Y/Y basis, Panasonic’s volume was up only 27% due to
a strong comparison period. Though there was Y/Y growth among four of the top five brands,
several brands that support both flat panel TV technologies have shifted emphasis to LCD,

causing the overall plasma TV business to rise only 6% Y/Y in Q4’07 to 1.2M units. Other highlights
include

e Samsung gained about a point of share to over 20%, remaining #2 on 46% Q/Q and 34%
Y/Y growth.

e LGE continued as the #3 brand, ahead of Hitachi, with a slight increase in unit share to
13.7%. LGE reintroduced 32" to the NA market during Q4'07; the last time it had been
shipped was in Q1'05.

« Panasonic led at 42" with more twice the volume of any other brand, capitalizing on the only

1080p models in the segment. Panasonic also led at 50” and 55-58". Pioneer led in 60"+
volume.

Table 2: Preliminary Q3'07 - Q4'07 North American Plasma TV Unit Share and Growth



