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1. Message from the President and CEO on the financial year 2012

Dear Shareholder,

2012 was an important year for us, where we faced and managed a number of challenges, while starting to prepare for
the future by announcing the new, more focused ST.

Throughout a difficult year, as we dealt with a weaker business environment as well as significant, structural changes
in the market and in end-customer competitive dynamics, ST made strong progress in three main areas: we
demonstrated careful management of our assets, we achieved several important product and technology advances and
breakthroughs to strengthen our leading market position, and we made a major strategic decision.

First, careful management of ST’s assets and resources allowed us to achieve one of our main priorities for the year.
Despite the significant cash required by ST-Ericsson and the weakness of the market, we actually improved our net
financial position to $1.19 billion. We did this while maintaining our dividend rate at 40 cents per share, paying out
$355 million in dividends while continuing to maintain financial flexibility and a strong cash position.

Second, our advances and breakthroughs in products and technologies in 2012 contributed to ST gaining market share
in several of our targeted markets.

•Our foresight in anticipating the direction of the Analog, MEMS and Sensors market led to 22% year-over-year
revenue growth and helped us ship more than 1 billion MEMS units in 2012, including more than 60 million
microphones as we entered that market and ramped quickly. We also achieved quick success with high-volume
shipments of pressure sensors and 6-axis motion MEMS combos, capacitive touch-screen controllers, high-accuracy
magnetic sensors, and our Windows-8 sensor solution for several tablets and smartphones. Together, these efforts
increased ST’s market share in the MEMS mobile and handset market to 48%1 — more than 2x our closest competitor —
and ensured that ST has leadership in MEMS across all mobile operating systems.

•In the Automotive market, ST reached the milestone of having more than 200 million cars in the world utilizing ST’s
leading infotainment technologies. In Automotive Smart Power, several major automotive players in Europe, Japan
and the US confirmed our leadership by choosing our latest 110nm BCD process for Safety, Powertrain and Body
applications. Our efforts across the spectrum of automotive applications also paid off with our establishing
innovation and system-optimization partnerships with leading car makers such as Audi and Hyundai.

•In Smart Power and Power Conversion, in addition to our automotive successes, we also delivered high volumes of a
new MOSFET family and introduced to several leading smartphone manufacturers high-performing, power-saving
tunable capacitors. One measure of our ability to meet customer requirements and demands is that we have captured
more than 70% share of the market for powering efficient AMOLED
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