First Half 2005 Earnings Release axalro

Profit from Growth: Operating Margin Increases to 9.4%

- Revenue rises to USD 498 million, up 16%

. Gross margin increases by 1.5 percentage point, to 33.8%

. Operating margin grows from 6.7% to 9.4%

- Operating income improves by 62% to USD 47 million

- Net income up 71% at USD 33 million

- Net earnings attributable to equity holders of USD 79 cents per share
- Free cash flow generated during the period: USD 42 million.

Amsterdam, 8 September 2005
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Commenting on these results, Axalto Chief Executive Officer, Olivier Piou, said: 0
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Axalto 6
First Half 2004 | First Half 2005 | 6 '
All amounts in USD million o/
Revenue 430.3 498.2 789 78%9
Gross Profit 138.9 168.2 7 $89 7% 9
Gross Margin (%) 32.3 % 33.8%
Operating Income 29.0 471 7 $9
Operating Margin (%) 6.7 % 9.4 %
Income Before Taxes 285 47.3 7 9
As a percentage of Revenue (%) 6.6% 9.5%
Net Income 19.5 33.3 7:89
Net margin (%) 4.5% 6.7 %
Net Income attributable to equity holders 19.0 31.9 7,9
(AN )) / 18 1 L
Earnings Per Share attributable to equity holders (basic) USD 47 cents USD 79 cents 79
Earnings Per Share attributable to equity holders (fully diluted)] ~ USD 47 cents USD 77 cents +62%




An excellent performance: all indicators improve relative to the first-half of 2004
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Revenue grows 16%
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About Axalto

Contacts:

Axalto
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Supplementary information

< / 1 1 ¢ ( 1 >.< ?2:$ 1 t 89
/ * "1 * 1 §* b * >.< b1 b
' v/ to( / > 839t
& 1 ./ 1 * 39" * ! )" 1
/) [/ I G / A $9
( t >.<88;1
& B b B / *) 8 9 ;9 / #
| * $ ¢t " !/ ( > <$: 1 g / / !
9 L( 4
' * 9 ><8 ! | * | $
/ $89 (
D | >.<8 ;%1 # $89 p* /
* >.<8 ;1! i
' v/ 8/ ' $ ot
D 1/ ) 8 ' / B %o h; Ok
= / A "1 4 ) %9 >.<8$18Y ¢t ) 9
o/ I | *  >_<88%i8 1 $ 4
& $3:9 ( t * 8 / ! $ !
$ 18Ok
AT / ( v ( / 1/ / ( / #
/ "V o>.< gt i/ *) $9 ( b
= /v /0 ) $: ) £ 1 419 % 9y
/ "1 ) ) A "1 >.< 8 !
$ ¢+ ;91 (1 $ 11 ) / >.<8% 1§
/ >.< $i8 1 * / b < // *
y $ t*3/°" AT x ( * (
" ( $ &
6 ) # /> 3 /" £/ >.< §h 1 *
/ .C ! ><84% 1 #$:9  ( #( >.< 88
1 1 b
( ) - T (! $ ! > <$5:f; 0
. * > <$ph 1 ! £( ( >.<$$ ;0
> <8; 4 1 <" 1) 8t$ 4



Product line Information

Cards segment

Six months ended June 30,

Million USD o
2004 2005 Variation
Revenue %
B) Cc11 $ % $24 7% 1$9
¢ 24} 278 784:9
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Gross profit
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Gross margin 33.0% 34.5%
Operating expenses (2) 101.9 113.9 7881;9
Operating Income 30.7 44.5 7 179
Operating margin 7.6% 9.7%
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Mobile Communication

6
First Half 2004 First Half 2005 6 )
/
> <1 9 9
Revenue 239.8 295.5 7% 9 7$89
Gross profit 89.0 111.9 7% 9 7% 9
Gross margin (%) 37.1% 37.9%
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Financial Cards

First Half 2004 First Half 2005 6 /
> <1 9 9
Revenue 97.4 99.1 7$9 9
Gross profit 24.0 243 789 89
Gross margin (%) 24.6% 24.5%
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Public Sector, Access and Other

6
First Half 2004  First Half 2005 6 /
> <1 9 9
Revenue 43.3 43.4 7 1$9 9
Gross profit 17.2 20.7 7$89 7% 9
Gross margin (%) 39.6% 47.8%
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Prepaid Phonecards

> <1

Revenue
Gross profit
Gross margin (%)

First Half 2004 First Half 2005 6
/
9 9
214 216 789 $9
2.5 15 9 9
11.8% 7.0%
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Point-of-Sale Terminals segment

6
First Half 2004  First Half 2005 /

> <1 9 9
Revenue 284 38.6 7 9 7$?9
Gross profit 6.2 9.7 7 9 7:9
Gross margin (%) 21.9% 25.2%
Operating expenses (1) 7.9 7.2 ?9
Operating income (1.7) 2.5
Operating margin (5.9%) +6.6%
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Revenue by Region

First Half 2004  First Half 2005 Variation at constant

NPT
Area Segment (USD m) (USD m) Variation (%) exchange rate (%)
Asia C 8 b 2% :9 19
=. b h; :$9 :89
Total 110.7 105.2 (5%) (5%)
EMEA C $$ b $ U8 89 9
=. $84 8i? 79 9
Total 241.8 275.0 14% 8%
NSA C T % 88:48 ;9 ;9
F=. §: §? 9 9
Total 77.9 118.0 52% 51%
Total Cards 401.9 459.6 14% 11%
Total POS 28.4 38.6 36% 29%

Total AXALTO 430.3 498.2 16% 12%




Consolidated balance sheet highlights at 30 June 2005

, 1 # , 1 # 6
) ) 9
>.<1 <" 1) 8$ " t$
Equity 709.3 674.7 (5%)
Ca.sh and short-term 223.8 2978 +29%
investments
Net Cash 185.0 220.3 +19%
Cash flow statement
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