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News Release: Three month results 2003

Ciba Specialty Chemicals maintains net income in
very challenging environment

Sales up 5 percent in local currencies, all Segments contribute;
7 percent drop in Swiss francs due to strong currency effect

Net income in Swiss francs reaches year ago level, due to tight cost
management

Improved sales and profits in 1* quarter, compared to 4" quarter of
2002

Outlook maintained, despite uncertainties

FINANCIAL HIGHLIGHTS (in millions of Swiss francs)

1* Quarter to 1* Quarter Comparisons (unaudited)

Change in %
Local

Three months ended March 31, Q1 2003 Q1 2002 CHF curr.
Net sales 1678 1 806 -7 +5
Gross profit 545 602 -9
Operating income (EBIT) 169 202 -16 +17
Net income 108 108 0

EBITDA @ 259 300 -14 +11
EBITDA margin © 15.4%  16.6%

Operating income margin 10.1%  11.2%

See Consolidated Financial Highlights and Notes to News Release at the end of this News Release. Please note that all numbered
footnotes in this News Release refer to the corresponding footnotes in the Notes to News Release section.

Ciba Specialty Chemicals today announced that it had maintained its net income
in Swiss francs, compared to the first quarter of 2002, despite noticeably
negative currency effects and volatile market conditions. Compared to the
preceding fourth quarter of 2002, results improved.

In comparison to the first quarter of 2002, all five Segments increased sales in
local currencies during the first quarter of 2003, leading to a 5 percent sales
increase for the Company. Volume growth was 8 percent. During the same
period, the Swiss franc appreciated sharply against most major trading
currencies resulting in sales in Swiss francs being 7 percent lower at CHF 1.678
billion. Compared to the first quarter of 2002, in local currencies operating



Page 2 of 6

income rose 17 percent (-16 percent in Swiss francs) and EBITDA was 11 percent
higher (-14 percent in Swiss francs). The EBITDA margin for the first quarter of
2003 was 15.4 percent of sales and the operating income margin for the first
quarter of 2003 was 10.1 percent of sales. Net income in Swiss francs totaled
CHF 108 million, the same level achieved in the first quarter of 2002. A successful
hedging strategy and lower net interest expenses contributed to the good
financial result. Net debt was further reduced during the first quarter.

Ciba Specialty Chemicals continues to anticipate, at least through the second
quarter of this year, challenging economic conditions. Due to the very limited
visibility, the available evidence is not conclusive enough for the Company to
change its expectations, either upwards or downwards. Therefore, the Company
maintains its outlook as previously stated. Assuming an economic upswing in the
United States later in the year, followed by an improvement in the European
economy, as well as reasonably stable currency exchange rates, the Company
continues to expect sales in local currencies, the EBITDA margin and net income
in Swiss francs to be above the levels of 2002 and is striving to achieve free cash
flow® for 2003 in excess of CHF 600 million.

Armin Meyer, Chairman and Chief Executive Officer of Ciba Specialty Chemicals,
commented: “l am pleased that we have been able, despite the unfavorable currency
situation, to maintain our net income in Swiss francs at last year’s high level under
such challenging market conditions. We had solid sales growth in local markets and
we managed to further pay down our net debt during the quarter. In an environment
with such low visibility, we remain flexible, focused and committed to act fast.”

Improvement seen in 1™ quarter, compared to 4" quarter of 2002

As expected, difficult market conditions continued from the fourth quarter of 2002
into the first quarter of 2003 with underlying economic conditions and geopolitical
developments causing market uncertainties. Nevertheless, improvements were seen in
several areas. In Swiss francs, sales held steady, operating income rose 5 percent,
EBITDA was 1 percent higher and net income rose 16 percent. Margins improved as
well.

Year-over-year: sales and profits improved in local currencies

Comparisons between the first quarter of 2002 and the first quarter of 2003 were
impacted by a sharp appreciation of the Swiss franc against most major trading
currencies. The Swiss franc appreciated against the U.S. dollar (+19 percent), the
Japanese yen (+9 percent), the British pound (+9 percent) and the euro (+1 percent).
This had a significant translation effect impact on the data reported in Swiss francs
while a successful hedging strategy mitigated the impact on net income.

Sales in local currencies for the first quarter of 2003 were 5 percent higher than the
previous year. Sales for all five Segments increased in local currencies. Volume
increased 8 percent; price reductions were 3 percent. Due to the strong currency
effect, sales were 7 percent lower in Swiss francs, reaching CHF 1.678 billion.
Regionally, in local currencies, sales rose a strong 9 percent in Asia-Pacific (-4 percent
in Swiss francs), 4 percent in Europe (+2 percent in Swiss francs) and 3 percent in the
Americas (-19 percent in Swiss francs).

Gross profit totaled CHF 545 million during the first quarter of 2003 (-9 percent in
Swiss francs), as improvements in productivity and capacity utilization could not
entirely offset the negative currency impact as well as higher raw material costs in
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some areas.

Operating income rose 17 percent in local currencies compared to the first quarter of
2002. In Swiss francs, it totaled CHF 169 million (-16 percent), resulting in an
operating income margin of 10.1 percent of sales. There was a positive impact due to
the savings from the Company’s lower headcount as part of the *“Fit for Growth!”
program, which partially offset the negative currency impact as well as the anticipated
increase in costs for pension contributions and higher insurance premiums. In
addition, research and development expenditures were maintained at a high margin
of 4.2 percent of sales in line with the Company’s ongoing commitment to
innovation.

EBITDA rose 11 percent in local currencies in the first three months of 2003,
compared to the previous year. In Swiss francs, it reached CHF 259 million
(-14 percent), resulting in an EBITDA margin of 15.4 percent of sales.

Net income equals year ago level in Swiss francs

Net income for the first three months of this year reached the same level of

CHF 108 million as in the first quarter of 2002. This was possible due to tight
management of expenses, lower net interest expenses due to an improved net debt
level as well as a successful hedging strategy that significantly offset further currency
exchange losses. The net income margin reached 6.5 percent of sales. Earnings per
share were CHF 1.58 (basic) and CHF 1.57 (diluted).

Segments improve sales in local currencies, but drop in Swiss francs
due to strong currency effect

All five Segments improved sales in local currencies in the first quarter of 2003,
compared to the same period in 2002, due to the continued emphasis on innovation,
volume growth in specific markets and product mix. Swiss francs sales were lower,
due to the strong currency effect. Market conditions were very volatile over the course
of the quarter, marked by different demand patterns among particular end-user
markets, resulting in sizeable swings in EBITDA margins among specific Segments.
This type of quarter-to-quarter trend, across the broad range of markets serviced by
the Company, is not unusual and the Company believes that a longer-term view on
any particular Segment is essential for proper comparisons of performance.

A solid start for “Managing for Growth”

“Managing for Growth, a program designed to focus the Company on boosting
profitable growth, has been launched with more than 20 special projects already
underway and workshops scheduled for all 19,000 employees over the next few
months.

Armin Meyer, Chairman and CEO: “In the past two years, with 'Fit for Growth!’, we
established a solid base from which to grow. Now, with ‘Managing for Growth’ we
want to increase our focus on driving organic growth from within through a stronger
emphasis on profitable growth and innovation. The program has had a solid start and
it’s already generating a lot of enthusiasm.”

Outlook 2003

Ciba Specialty Chemicals continues to anticipate, at least through the second quarter
of this year, challenging economic conditions. In such a market environment, it is
particularly important to continue to reduce the cost base by increasing operational
efficiency and by adhering to strict expense controls. The Company will need to
compensate for around CHF 60 million over the course of the full year in additional
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expenses, mainly for an increase in pension contributions and higher insurance
premiums.

Due to the very limited visibility, the available evidence is not conclusive enough for
the Company to change its expectations, either upwards or downwards. Therefore,
the Company maintains its outlook as previously stated. Assuming an economic
upswing in the United States later in the year, followed by an improvement in the
European economy, as well as reasonably stable currency exchange rates, the
Company continues to expect sales in local currencies, the EBITDA margin and net
income in Swiss francs to be above the levels of 2002 and is striving to achieve free
cash flow® for 2003 in excess of CHF 600 million. As usual, the effects of potential
acquisitions are not included.

*k%k

Ciba Specialty Chemicals (SWX: CIBN, NYSE: CSB) is a leading company dedicated to
producing high-value effects for its customers’ products. Our specialty chemicals,
added in small quantities, enhance the performance, look and feel of the final
product. Business success is driven by our long-term strategy of innovation and
continuous operational improvements. Ciba brings new and creative thought to the
processes and products of our customers in more than 120 countries. Ciba generated
sales of CHF 7.1 billion in 2002 and CHF 294 million was spent on R&D to foster
innovation across the Company.

Virtual news kit: www.cibasc.com/media
Press release Ciba Financial Results First Three Months 2003 (including tables) (pdf)
Photos: www.cibasc.com/photos

Financial calendar
May 23, 2003: Proposed capital reduction payment date
August 20, 2003: Half Year 2003 financial results
October 23, 2003: Nine Month 2003 financial results

For further information please contact:

Media Investor Relations
Basel, Switzerland Basel, Switzerland
Thomas Gerlach Matthias A. Fankhauser
Group Communications Investor Relations

Tel: +41 61 636 4444 Tel: +41 61 636 5081
Fax: +41 61 636 3019 Fax: +41 61 636 5111

Forward-Looking Statements

Forward-looking statements and information contained herein are qualified in their entirety as there are certain important factors
that could cause results to differ materially from those anticipated. Such statements reflect the current views of the Company
with respect to market conditions and future events and are subject to certain risks, uncertainties and assumptions. Investors are
cautioned that all forward-looking statements involve risks and uncertainty. In addition to the factors discussed above, among the
factors that could cause actual results to differ materially are the following: the timing and strength of new product offerings,
pricing strategies of competitors, introduction of competing products by other companies, lack of acceptance of new products
and services by the Company’s targeted customers, changes in the Company’s business strategy, the Company’s ability to
continue to receive adequate raw materials from its suppliers on acceptable terms, or at all, and to continue to obtain sufficient
financing to meet its liquidity needs, and changes in the political and regulatory framework in which the Company operates or in
economic or technological trends or conditions, including currency fluctuations, inflation and consumer confidence, on a global,
regional or national basis and various other factors. Furthermore, the Company does not assume any obligation to update these
forward-looking statements.
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Ciba Specialty Chemicals

Three-Month Report 2003

Consolidated Financial Highlights (unaudited)
(in millions of Swiss francs, except share and per share data)

Change in %

Local
Three months ended March 31, Q12003 Q12002 CHF curr. @
Net sales 1678 1806 -7 +5
Gross profit 545 602 -9
Operating income (EBIT) 169 202 -16 +17
Financial income and expense, net 19 38 -50
Income from continuing operations, before income taxes and minority interest 150 164 -8
Provision for income taxes 40 49 -17
Income from continuing operations, before minority interest 110 115 -4
Minority interest 2 7
Net income 108 108 0
Earnings per share, basic 1.58 1.62
Earnings per share, diluted 1.57 1.62
Operating income (EBIT) 169 202 -16 +17
Depreciation and amortization 90 98 -9
EBITDA @ 259 300 -14 +11

See Notes to News Release at the end of this News Release. Please note that all numbered footnotes in this News Release refer to
the corresponding footnotes in the Notes to News Release section.
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Condensed Business Segment Data (unaudited)

(in millions of Swiss francs)

Change in %

Change in %

Local Local
Three months ended March 31, 2003 2002 CHF  curr. @  Three months ended March 31, 2003 2002 CHF  curr. ®
Net sales EBITDA®
Plastic Additives 436 460 -5 +7  Plastic Additives 79 94 -16 +3
Coating Effects 464 482 -4 +7  Coating Effects 110 93 +18 +45
Water & Paper Treatment 331 371 -11 +1  Water & Paper Treatment 41 53 -23 -12
Textile Effects 355 393 -10 +2  Textile Effects 35 50 -31 +5
Home & Personal Care 92 100 -8 +9 Home & Personal Care 16 19 -14 +35
Corporate - - - - Corporate -22 -9
Total net sales 1678 1 806 -7 +5  Total EBITDA® 259 300 -14 +11
Operating income Operating income margin®
Plastic Additives 56 68 -17 +5  Plastic Additives 129 % 147 %
Coating Effects 86 68 +27 +61 Coating Effects 185 % 14.0 %
Water & Paper Treatment 21 31 -33 -23  Water & Paper Treatment 63 % 84 %
Textile Effects 20 34 -41 +9  Textile Effects 56 % 85 %
Home & Personal Care 10 12 -17 +56 Home & Personal Care 10.6 % 11.8 %
Corporate and other expenses -24 -11 Corporate
Total operating income 169 202 -16 +17 Total operating income 101 % 112 %

margin®

Depreciation and amortization EBITDA margin®
Plastic Additives 23 26 -13 -3 Plastic Additives 18.1 % 20.5 %
Coating Effects 24 25 -7 +2  Coating Effects 23.6 % 19.3 %
Water & Paper Treatment 20 22 -8 +4  Water & Paper Treatment 124 % 143 %
Textile Effects 15 16 -10 -2 Textile Effects 9.8 % 12.8 %
Home & Personal Care 6 7 -9 -1  Home & Personal Care 174 % 18.7 %
Corporate and other expenses 2 2 Corporate - -
Total depreciation and 90 98 -9 +1 Total EBITDA margin® 154 % 16.6 %

amortization

Exchange rates of principal currencies to CHF (unaudited)

Average rates during period

End of period rates

Three months ended March 31, 2003 2002 2003 2002
1 U.S.dollar (USD) 1.37 1.68 1.38 1.66
1  British pound (GBP) 2.19 2.40 2.17 2.37
1 Euro (EUR) 1.47 1.47 1.48 1.46
100 Japanese yen (JPY) 1.15 1.27 1.15 1.25

Notes to News Release:

(1) Change in percent in local currencies reflects the percent change in (a) Q1 2003 results, as adjusted, to remove the effects of
fluctuations in foreign currency rates as compared to Q1 2002 and (b) Q1 2002 results, as reported.
(2) EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) is calculated as operating income plus depreciation and

amortization.

(3) EBITDA margin is calculated as EBITDA as a percentage of net sales.

4y Operating income margin is calculated as operating income as a percentage of net sales.

(5) Free Cash Flow is cash flows from operating activities from continuing operations before restructuring payments, less net cash
from investing activities before sale (acquisition) of businesses, net of cash, less a pro forma dividend of CHF 2 per share. The
Company uses free cash flows for reinvestment in the business, for repayment of debt and for restructuring programs.

EBITDA, EBITDA margin and free cash flow are non-U.S. GAAP (United States Generally Accepted Accounting

Principles) measures. These measures are presented as additional information and should not be considered in

isolation or as a substitute for measures prepared in accordance with U.S. GAAP, and may not be comparable with
similarly-titled measures reported by other companies as the measures are not defined under U.S. GAAP.

Management believes the non-U.S. GAAP measures will assist investors' understanding of the performance and

liquidity of the Company by providing investors with an additional measure to assess the Company's cash flow and
available resources for capital expenditures, debt service and capacity, acquisitions, dividends and other uses. The

non-U.S. GAAP measures form part of the Company's value-based management reporting system and are used by
management to analyze the results of operations and financial condition of the Company and assess the
comparative operating performance of the businesses of the Company.
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