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PROFIT BEFORE TAX

[ D O L L A R S  I N  M I L L I O N S ]

R&D EXPENSE

[ D O L L A R S  I N  M I L L I O N S ]



Years Ended May 28, May 30, May 31, May 25, May 26,
Dollars In Millions, Except Per Share Amounts 2000 1999 1998 1997 1996

Net sales $2,139.9 $ 1,956.8 $2,536.7 $2,684.4 $2,833.4
Net income (loss) $ 620.8 $(1,009.9) $ (98.6) $ 1.6 $ 201.0
Earnings (loss) per share:

Basic $ 3.58 $ (6.04) $ (0.60) $ 0.01 $ 1.35
Diluted $ 3.24 $ (6.04) $ (0.60) $ 0.01 $ 1.30

Weighted-average common and 
potential common 
shares outstanding (in millions):

Basic 173.6 167.1 163.9 156.1 145.0
Diluted 191.7 167.1 163.9 159.1 154.3

Research and development $ 386.1 $ 471.3 $ 482.0 $ 404.5 $ 379.0
Capital additions $ 169.9 $ 303.3 $ 622.0 $ 605.6 $ 707.7
Current ratio 2.34 1.49 1.65 2.10 1.90
Debt-to-equity ratio 4.9% 51.7% 23.9% 25.4% 26.4%
Number of employees (in thousands) 10.5 11.6 13.0 12.8 20.7



THE POWER OF ANALOG
The email you send, the movies you download, the photos you scan, the financial information you depend

on anywhere, anytime—all depend on our analog semiconductor technology. Analog information is what

you see, hear, feel and experience. National Semiconductor’s analog innovations bring you touch 

sensitive screens and brighter displays. Longer battery life and the clarity of your cell phone. Better wired

and wireless connectivity. Analog is at the heart of the user experience— the technology that connects

people. It’s a technology we know very well. And it is fueling an unstoppable revolution. From smart

phones, information appliances, notebooks, and PDAs to printers, scanners and net devices of every

kind — our “real-world” analog technology is fundamentally transforming the way we live and work.

O N  T H E  C O V E R :  Wy s e  T h i n  C l i e n t  c o m p u t e r ,  E r i c s s o n  S c r e e n P h o n e ,  G S M  p h o n e ,  F o v e o n

d i g i t a l  c a m e r a ,  A O L  s e t - t o p  b o x ,  Ve s t e l  We b PA D ,  I B M  T h i n  C l i e n t  c o m p u t e r ,  I B M  We b PA D
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USABILITY REIGNS SUPREME

WE’RE ROCKING THE WORLD 
WITH ANALOG TECHNOLOGY

+71%
ANALOG ACCOUNTS FOR MORE THAN 71 PERCENT OF OUR BUSINESS.

WE ANNOUNCED MORE THAN 200 NEW ANALOG PRODUCTS 

LAST YEAR, WITH MORE THAN 250 PLANNED FOR THIS YEAR.

Fact: Today’s digital cell phone has more analog sili-

con content than the first all-analog phones. Fact:

Analog content is driving the explosion of information

appliances (IAs). Fact: National is an undisputed ana-

log leader and innovator. This year, our analog book-

ings set the pace for the company as a whole, led by

power management, interface, wireless and audio

products focused on mobile phone handset and dis-

play markets. We entered the GSM wireless telephone

market with a highly integrated transceiver chip—giv-

ing users cost and size benefits, as well as extended

talk-time. Our wireless roadmap supports today’s GSM

mobile phones as well as future generations. We’re

also pioneering new wireless applications for mobile

computers, personal digital assistants (PDAs), portable

printers and faxes, and are an early developer of

Bluetooth, the next generation wireless standard that

enables IAs, handsets and computers to “talk” to one

another. And we’re also aiming to be the first to

enable streaming video for wireless home networks.
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FROM PROTOTYPE TO PRODUCT

WE’RE MAKING THE INFORMATION
APPLIANCE MARKET COME ALIVE

IA>PCs
BY 2005, SHIPMENTS OF INFORMATION APPLIANCES WILL OUTNUMBER

PCS, ACCORDING TO INTERNATIONAL DATA CORPORATION (IDC).

This year, the information appliance market really

came to life. WebPAD™ devices, Web phones, Internet

terminals, print appliances, thin clients, and even con-

trol pads for the intelligent home were created using

National’s Geode™ WebPAD™ platform. From leading

manufacturers to web content players, and Internet

service providers, scores of companies began offering

devices powered by National’s silicon solutions, which

offer the best combination of cost, size, performance

and power consumption. This year the WebPAD

Internet access concept grew from a single first-entry

device to dozens of devices from companies such as

IBM, Honeywell, Ericsson, and Vestel. We’re taking

information access beyond the confines of the PC and

setting new standards in low-cost, user-friendly prod-

ucts. Future products will feature handwriting and

voice recognition, GSM-based mobile communica-

tions, and Bluetooth connectivity.
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ANALOG FLEXES ITS MUSCLE

WE’RE CHANGING THE FACE 
OF DIGITAL IMAGING FOREVER

15M
THE FOVEON CONTAINS THE WORLD’S MOST COMPLEX MIXED SIGNAL CHIP 

EVER CREATED, CONSISTING OF 15 MILLION TRANSISTORS, AND MANUFACTURED

AT NATIONAL’S STATE-OF-THE-ART FACILITY IN SOUTH PORTLAND, MAINE.

Forget moiré patterning or grainy digital images. The

latest analog imaging technology does away with

those undesirable color artifacts and revolutionizes

digital photography. Already, it has resulted in the

Foveon Studio Camera, the highest full-color resolu-

tion, single-shot digital camera available for profes-

sional photography. At the core of the offering is a

color capture system that ensures absolute color accu-

racy of photographs without any of the digital distor-

tions that plague other cameras. Foveon captures up to

12 million values of full-measured color per exposure.

Printed images as large as 40-by-40 inches offer quali-

ty comparable to professional medium-format film—

an incredible feat. In addition to manufacturing the

analog chip for Foveon, National also announced a

new family of silicon-based imaging products for a

wide range of still and video cameras—marking our

entry into another fast-growing market.
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NEXT GENERATION NETWORKING

WE’RE BRINGING REAL SPEED
TO “HIGH-SPEED” NETWORKS

10x
WITH A 10-FOLD SPEED IMPROVEMENT OVER THE EXISTING FAST

E T H E R N E T  I N F R A S T R U C T U R E ,  O U R  G I G A B I T  E T H E R N E T

TRANSCEIVER ENABLES VOICE, DATA, AND VIDEO INTEGRATION.

Bandwidth crunch? Data explosion? Sound familiar?

Corporate networks today are increasingly being

pushed to the limits to handle everything from real-

time streaming video to Internet-on-demand and video

conferencing, to say nothing of fat, graphics-rich web

pages. Combining our analog and digital signal pro-

cessing (DSP) expertise, we scored a coup this year by

unveiling the industry’s first single-chip Gigabit

Ethernet transceiver—the only chip on the market

that’s backward compatible to existing Ethernet infra-

structures. By combining three speeds of Ethernet

operation on a single chip, 10/100/1000 megabits per

second, manufacturers can install our transceiver now

using the twisted pair copper wiring that already exists

in most office buildings. Then, when ready, network

administrators can upgrade to gigabit speeds easily

and inexpensively without rewiring.
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THIN CLIENTS PROLIFERATE

WE’RE OFFERING THE
CURE FOR NETWORK HEADACHES

It would give anyone a headache. Imagine having to

update hundreds to thousands of desktop computers

each time a new software revision comes out. No

more, thanks to thin client technology based on

National’s Geode family. Thin client systems store

application software on central servers rather than

individual desktops, so revisions take place much

faster, offering far more convenient IS management,

enhanced security and fewer hardware concerns.

Already a major supplier to key thin client manufac-

turers such as Wyse, Boundless, Compaq, Dell,

Hewlett-Packard, and many more, we continue to

attract thin client converts among a host of Fortune

100 companies. In September 1999, heavyweight IBM

selected our Geode solution for its new thin client, the

IBM Network Station Series 2200.

80%
T H A N K S  T O  O U R  H I G H - P E R F O R M A N C E ,  L O W - P O W E R  

SOLUTIONS,  WE OWN UPWARDS OF  80  PERCENT OF  THE

THIN CLIENT MARKET, ACCORDING TO MARKET ESTIMATES.
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INTERACTIVE TV GETS REAL

WE’RE TURNING ON THE 
CONTENT—VOICE, VIDEO, DATA

120C
MORE THAN 120  CUSTOMERS ARE  US ING OUR ANALOG 

S I L I C O N  T O  F U E L  I N F O R M AT I O N  A P P L I A N C E S  O F  A L L  

K I N D S — A L L  W I T H  M O R E  A N A L O G  C O N T E N T  T H A N  P C S .

Imagine actually interacting with your TV—and not

just to push a button on your remote control. View

your stock portfolio, get sports statistics, chat about

your favorite television shows, search actor biogra-

phies, communicate in real-time with your friends and

family. The time is finally right for consumers to adopt

interactive TV service via a set-top-box specifically

designed to merge Internet content with TV-based

entertainment. Last year, our integrated Geode proces-

sor was chosen to power a set-top box being used by

America Online to bring the AOLTV service to the

home. This set-top box  provides the fanless, noise-

less, high performance demanded in a living room

environment. The AOLTV service complements our

ongoing strategy of extending connected interactivity

beyond the desktop PC—enabling a wide range of

consumer interactive services from a set-top box.
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DISPLAY TECHNOLOGY SHOWS OFF

WE’RE MAKING DISPLAYS
FLATTER AND THINNER TOO

38.5 M
BY 2001, AS MANY AS 38.5 MILLION HIGH-PERFORMANCE FLAT

PANEL UNITS ARE PROJECTED TO BE SOLD, UP 35 PERCENT FROM

LAST YEAR’S 28.4 MILLION, ACCORDING TO DISPLAY SEARCH.

They’re light and sleek, and coming to desktops,

portables, and Information Appliances near you. With

Samsung Electronics, we created a new de facto stan-

dard for next-generation flat panel displays far thinner,

lighter, and more efficient than their bulky, power-

hungry counterparts. Targeted at notebook PCs, IAs,

and other mobile devices, they take advantage of

National’s power-saving, low-noise technology we call

RSDS™ (reduced swing differential signal). Without

sacrificing performance or resolution, this innovation

provides substantial power, weight, and cost savings,

critical in battery-powered and mobile applications.

Samsung has credited our RSDS technology with

enabling them to “jump ahead to the LCD market and

into the future.” And flat panel displays are moving to

the desktop as well. Many believe it’s only a matter of

time before today’s large TV-like monitors are

replaced by compact flat panel displays with higher

resolution and lower power needs.
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It’s the year we knew it would be. Our vision and

strategies are coming together. And just as we

promised, our innovative analog technologies—over

71 percent of our business—continue to drive the

Information Appliance revolution. One after another,

we are announcing incredible products that are

enabling people to communicate in new ways. Of

course, we can’t do it all alone. We have partnered

with up-and-coming leaders and established global

players on every technology front. We are also con-

tinuing to strengthen our bottom line with solid finan-

cial numbers. In every way, we made tremendous

progress. Looking back, it was a turning point for

us—and the industry. This is the year National really

is rocking the industry—and it’s just the beginning.

JUST LIKE WE PROMISED

THIS IS THE YEAR—IT’S ALL COMING
TOGETHER. AND NATIONAL’S 
PEOPLE ARE MAKING IT HAPPEN.

2.1B
F O R  F I S C A L  Y E A R  2 0 0 0 ,  W E  R E P O R T E D  M O R E  T H A N  

$2.1 BILLION IN REVENUE, AND $620.8 MILLION IN NET INCOME
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LETTER TO SHAREHOLDERS

Dear Shareholders:

Fiscal 2000 was an outstanding year for National Semiconductor. We started the year rebuilding. 
We ended the year with record margins and four consecutive quarters of improving positive results and
growth. With the foundation of exceptional execution by our worldwide manufacturing organization, the
product groups consistently grew margins while gaining market share. In fact, we closed the year with
record gross margins of 51 percent while exceeding the Semiconductor Industry Association growth
results and forecasts in virtually every category in which we participate. And all of this came during a
year of strengthening balance sheet fundamentals and a near elimination of our debt. 

National is a premier analog company and our performance here is leading the industry, particularly
in the area of power management, wireless and data communications, imaging, and display technology.
We introduced 200 new analog products in the fiscal year and over 35 percent of our analog revenue in
the fourth quarter came from new products introduced over the last three years. Our analog group
embraced the trendsetting customers in the wireless and information appliance markets delivering indus-
try innovative solutions which enable longer battery life in cellular phones that can function anywhere in
the world and display technology that enables ultrathin and ultralight notebook computers.

Currently, the information appliance market is lifting off the launch pad. Several key information
appliance announcements have been made already—with many more to come—by key trendsetting
personal computer companies, “white box” appliance companies, and worldwide consumer giants. These
trends should enable dramatic growth in our Geode™-based information appliance on a chip revenue on
a percentage basis for the foreseeable future.

In the Local Area Networks (LAN) arena, we announced our Gigabit PHY (Physical Media Device)
and MAC (Media Access Control) products and we’re currently sampling to key internet trendsetters. Our
goal is to accelerate the adoption of the 10/100/Gigabit Ethernet Network Interface Card (NIC) markets
as we did at the emergence of the 10/100 Ethernet NIC market.

Wireless continues to drive more and more of National’s revenue and our partnerships with the 
leaders in the cell phone and cellular infrastructure markets have us moving “upstream” in vertical inte-
gration, launching such products as our single chip “tri-band GSM Radio.” We will continue to look for
opportunities to forward integrate as the wireless standards evolve. 

Our manufacturing organization continues to drive down costs, improve yields and dramatically
reduce cycle times throughout our worldwide fabrication, assembly and test plants. These efforts have
resulted in record margins and cost reduction that allows us to aggressively gain market share in the high
volume strategic markets of cell phones, PC’s, and other information appliance markets. Recently we
announced a major process technology partnership with Taiwan Semiconductor Manufacturing
Corporation (TSMC), the largest and most advanced manufacturing foundry in the world. This agreement
helps to insure our access to leading edge CMOS wafer processing technology and allows us to focus
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BR IAN L .  HALLA

Chairman, President and Chief Executive Officer
National Semiconductor Corporation

our internal process development resources on leading edge analog and wireless technologies. It also
allows us to maximize the longer term benefits of sole ownership of our world class manufacturing facil-
ity in South Portland, Maine during a period of increasingly tight industry wide capacity. It also gives us
an even closer working relationship with TSMC, one of the most important influencers of the world’s
semiconductor equipment suppliers and drivers of the corresponding worldwide process technology
roadmap. We are now accelerating our staffing efforts in South Portland to keep up with the demand
placed on that facility as we ramp the LAN, Geode, integrated wireless, display and other analog prod-
ucts being built there.

Fiscal 2000 was also an excellent year of managing our finances. We were able to grow our total
cash reserves to $850 million while reducing our total debt by $386 million, including an early call 
of our 6.5 percent convertible debt of $259 million. Our overall debt is now less than 5 percent of our
equity. A significant amount of our overall corporate cost and cycle time reduction came from the infor-
mation access responsiveness of our leading edge MIS, Management Information Services, group. Here
we have long been a believer of our own evangelism about Thin Clients and have dramatically reduced
our computing cost of ownership (maintenance, upgrades, software deployment) by installing Thin
Clients wherever and whenever possible inside of National. By the way, not only do we subscribe to the
Thin Client technology but we also have more than 80 percent penetration of the electronics inside of
the industry available boxes, based again on our own Geode technology. 

Some of the returns from this very successful year were plowed back into the most important asset
of National Semiconductor, our employees. During this period of increasingly competitive hiring, I am
proud to say that National has done better than the industry in hiring and retention and we continue to
maintain one of the lowest attrition rates of our peer group around the world and even here in Silicon
Valley. A major contribution to this comes from our comprehensive employee benefits programs includ-
ing our worldwide success sharing plan, bonus and incentive plans, and our stock purchase and stock
option programs. I believe that our investment in attracting and retaining employees is one of the most
important investments we make for our shareholders.

However, beyond the financial incentives available to our employees, I believe there is an even
more compelling reason that we are able to hire and retain: it’s simply a lot of fun to win! And I believe
we will keep winning: we have the winning products, most of which are analog; we have winning part-
nerships with the winning customers in the right markets. We do not need to make large acquisitions to
fill out the pieces of the portfolio puzzle—we have all the pieces. We have a world class manufacturing
team that allows us to pursue our markets while gaining share and improving margins. And we have 
highly talented and highly motivated employees having fun winning.

We intend to keep having fun!
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