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Disclaimer

Some of the statements contained in this presentation constitute forward-looking statements. 
These statements relate to future events or our future financial performance and involve 
known and unknown risks. uncertainties. and other factors that may cause our or our 
industry's actual results. levels of activity. performance or achievements to be materially 
different from any future results. levels of activities. performance. or achievements expressed 
or implied by such forward-looking statements. Actual events or results may differ materially. 
Although we believe that the expectations reflected in the forward-looking statements are 
reasonable. we cannot guarantee future results. levels of activity. performance or 
achievements. Factors that could cause actual results to differ materially from those estimated 
by the forward-looking statements contained in this presentation include. but are not limited to: 
trends in wireless communication and mobile commerce markets; our ability to develop new 
technology. and the effects of competing technologies developed and expected intense 
competition generally in our main markets; profitability of our expansion strategy; challenges 
to or loss of our intellectual property rights; our ability to establish and maintain strategic 
relationships in our major businesses; our ability to develop and take advantage of new 
software and services; and the effect of future acquisitions and investments on our share 
price. Moreover. neither we nor any other person assumes responsibility for the accuracy and 
completeness of such forward-looking statements. The forward-looking statements contained 
in this presentation speak only as of this presentation. We are under no duty to update any of 
the forward-looking statements after this date to conform such statements to actual results or 
to reflect the occurrence of anticipated results.
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Q2 & H1 2005: Overview

• Q2 / H1 2005: strong revenue and income improvement
• Strong growth in all core business
• Very strong earnings improvement 
• Cash remains at a high level, even after Setec acquisition

• Gemplus well positioned to benefit from favorable trends:
• Rapidly growing Wireless market in North & Latin America
• Strong interest in large memory SIM cards
• Good progress in EMV*, further worldwide deployment
• Opportunities in ID & Security materializing into contracts and 

deliveries

* EMV : Europay Mastercard Visa 
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2nd quarter 2005 highlights

• Q2 05 Group revenue up 12.2% (11.3 %, currency and acquisition 
adjusted) year-on-year at € 236.2 m, reflecting:

• Strong growth in all core businesses: Wireless, EMV* and ID & Security

• Finalization of Setec acquisition

• Highest gross margin in 4 years: 33.9 %, up 1.6 ppt year-on-year

• Operating expenses at € 57.6 m, including € 5.2 m related to the reversal 
of a litigation provision

• Operating income at € 22.4 m, tripled compared to last year, resulting in 
a 9.5 % operating margin

• Strong improvement in net attributable income at € 21.8 m

* EMV : Europay Mastercard Visa 
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First Half 2005 highlights

• H1 05 Group revenue up 5.3 % (4.6 % currency and acquisition 
adjusted) year-on-year at € 429.3 m, reflecting strong growth in all 
core businesses

• Gross margin at 33.1 %, up 1.4 ppt year-on-year

• Operating expenses down 5.8 % year-on-year at € 112.0 m, 
including € 5.2 m related to the reversal of a litigation provision

• Operating income at € 29.9 m, tripled compared to last year, 
resulting in a 7.0 % operating margin

• Very strong improvement in net attributable income at € 29.0 m
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Q2 2005 vs. Q2 2004 revenue

• Wireless volume increase, driven by American operators, partly offset 
by prepaid phone cards

• Strong price pressure 
• Mix improvement reflects a continuous shift to higher end products

 Million euros
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Strong improvement in net income*
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Free cash flow excluding non recurring items

• Positive free cash flow of € 23.7 m (before non-recurring items)
• Net cash flow at - € 21.6 m reflecting:

• Setec acquisition for € 58.0 m
• € 22.5 m cash inflow in relation to the successful outcome of a litigation
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Strong balance sheet
(June 30. 2005)

• Cash at € 373.5 m even after Setec acquisition
• WCR at 12 % of revenue

Shareholder’s Equity
€ 769.2 m

Cash
€ 373.5 m

Other non-current assets
€ 280.4 m

Working capital requirement
€ 108.5 m

Goodwill € 87.7 m

Non-current 
liabilities and 

provisions    
€ 42.9 m

Finance 
lease and 

bank 
overdraft
€ 38.0 m
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Q2 & H1 2005: Telecom Business update

• Telecom market environment:
• Strong demand in North & Latin America and EMEA 
• Continued decrease in prepaid phone cards
• Strong price pressure combined with very strong volume growth 

• Gemplus
• Record for Wireless volume at 85.8 Mu (+ 44 % year-on-year) in Q2 05
• Strong market share gains in North & Latin America and emerging markets 

in EMEA
• Stable operating expenses

Strong operating profit improvement: 
Q2 05 Operating margin stands at 12.9 %. up 3.0 ppts
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Improving wireless mix
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Wireless Cards ASPs
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Q2 & H1 2005: Wireless

• Business highlights
• GemXplore Generation (extended memory SIM): strong customer 

endorsement
• Strong market share improvement in some key markets

• Financials
• Higher sales (+ 13.0 %* YoY), even compared with strong Q2 04
• Stable gross margin with stronger volume, lower chip prices and improved 

manufacturing efficiency, fully offsetting price pressure
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Q2 & H1 2005: Financial Services Update

* EMV: Europay Mastercard Visa 

• Market environment
• Favorable trends in EMV* deployment: 

• On-going good level of activity in UK
• New markets in Europe, Turkey and Japan

• Gemplus
• First EMV cards delivery in Japan, Italy and Netherlands
• Strong growth in payment microprocessor cards driven by EMV deployment

• Shipments up 30.0 % at Mu 16.8 supports 31.0 % revenue growth
• Lower revenue in Pay-TV and Metering
• Slight improvement in gross margin in Q2
• Stable operating expenses (excluding the reversal of a litigation provision)

- 7.4
25.4

21.1 %
18.0
85.1

H1 2004

- 1.7
17.7

18.1 %
16.0
88.2

H1 2005

- 4.7
13.5

19.7 %
8.8
44.7

Q2 2004

NM
- 46.2 %
+ 0.6 ppt
+ 15.7 %
+ 12.4 %
% change

2.9
7.3

20.3 %
10.2
50.3

Q2 2005

NMOperating profit
- 30.5 %Operating expenses
- 3.0 pptsGross margin
- 10.8 %Gross profit
+ 3.7 %Net sales 

% changemillion euros



20

Q2 & H1 2005: ID & Security Update

• Market environment
• Global trend still very positive
• Growing number of e-government initiatives (e-passport, ID cards, healthcare, car 

registration)
• Delay of the US e-passport planning: limited impact on EMEA projects
• Increased requirements for sites/staff security in Europe, similar to US evolution 

(TWIC)*

• Gemplus
• Best quarter ever for ID & Security: + 66.5 % (currency & acquisition adjusted)
• Substantial high-end cards deliveries: UAE, Royal Oman Police, US Department of 

Defense, Boeing
• Strong gross margin improvement
• Operating expenses increase mainly due to Setec
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Outlook

• The Group continues to see strong momentum in its core markets. 
Gemplus expects to increase revenue, excluding acquisitions, by 
around 10% in 2005

• The Company continues to focus on cost efficiency and is confident 
to show very strong improvement on operating income in 2005

• The Group also expects the Financial Services and ID & Security 
business units to become profitable in 2006

• With excellent Q2 results, Gemplus confirms it is well on track to 
realize its mid-term objective of a 10% operating margin in 2007
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Appendix
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Cash Flow Statement

373.5395.1388.4389.2383.1384.6390.7356.6Cash at the end of the period

395.1388.4389.2383.1384.6390.7356.6406.2Cash at the beginning of the period

-21.66.7-0.96.1-1.4-6.734.1-49.7Net cash flow

-1.90.1-1.01.20.00.01.3-8.3Effect of exchange rate changes on cash

-0.7-2.2-0.4-1.9-1.70.7-3.1-2.0Net cash provided by (used in) financing activities

-60.90.0-2.3-2.70.8-1.7-0.10.0Acquisitions

0.00.01.30.00.00.00.00.0Sale of property. plant and equipment

41.98.81.59.5-0.6-5.736.0-39.4Free cash flow

23.40.0-6.10.00.0-22.00.00.0Other non-recurring expenses

-5.2-3.1-3.6-2.7-6.2-12.8-11.2-17.2Reduction of workforce and other exit costs. cash outflow

23.711.911.212.25.729.047.2-22.2Free cash flow excluding non-recurring items

1.10.6-0.53.10.4-1.61.4-0.6
Other elements of investing activities related to the operating 
cycle

-4.5-4.4-7.6-5.6-5.7-4.0-5.9-4.1Purchase of property. plant and equipment

27.115.619.314.711.034.651.7-17.5
Net cash flow from operating activities excluding non-
recurring items

-4.20.526.6-3.8-7.818.926.5-29.0Change in working capital requirement

0.00.00.00.00.00.08.60.0Provision for other non-recurring items

-0.4-0.6-0.78.10.0-0.47.34.7Reduction of workforce and other exit costs. provision

-0.5-0.8-31.23.94.00.716.43.2
Other adjustments to reconcile net income (loss) to net cash 
from operating activities

9.79.312.815.013.715.218.516.6Depreciation & Amortization

22.67.111.8-8.51.10.3-25.6-13.1Net income (loss)

Q2 
2005

Q1 
2005

Q4 
2004

Q3 
2004

Q2 
2004

Q1 
2004

Q4 
2003

Q3 
2003Millions of euros


