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News Release: Nine month results 2003

Ciba Specialty Chemicals delivers in challenging
environment

Sales reach last year’s level in local currencies (-7 percent in Swiss
francs)

Net income at CHF 301 million

Substantial free cash flow generation in third quarter
Performance improves between second and third quarters 2003
e Outlook 2003 confirmed

FINANCIAL HIGHLIGHTS (in millions of Swiss francs, except per share data)

Nine-Month to Nine-Month Comparisons (unaudited)

Change in %

Local
Nine months ended September 30, 2003 2002 CHF curr.?
Net sales 5023 5410 -7 0
Gross profit 1614 1829 -12
Operating income 484 627 -23 -5
Net income 301 312 -4
Net income per share, basic 4.39 4.57 -4
Net income per share, diluted 4.38 4.56 -4
EBITDA ® 757 916 -17 -3
EBITDA margin © 15.1% 16.9%
Operating income margin 9.6% 11.6%
Research and development expenditures 210 221 -5
Number of employees at period end 18 821 19 064 -1

3" Quarter to 3™ Quarter Comparisons (unaudited)

Change in %

Local
Three months ended September 30, Q32003 Q3 2002 CHF  curr.
Net sales 1644 1728 -5 -3
Gross profit 530 583 -9
Operating income 157 201 -22 -21
Net income 108 88 +23
EBITDA 250 294 -15 -13
EBITDA margin 15.2% 17.0%
Operating income margin 9.6% 11.6%

See Consolidated Financial Highlights and Notes to News Release at the end of this News Release. Please note that all footnote
references in this News Release are to the corresponding footnotes in the Notes to News Release section.
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Ciba Specialty Chemicals today announced that sales for the first nine months of
2003 equaled last year’s level in local currencies. Compared to a year ago, sales
in July, and particularly in August, were substantially lower this year. September
sales, however, were up strongly, but not enough to fully compensate for the
slow start of the third quarter.

Adverse currency exchange rate movements through the first nine months of the
year, particularly the strengthening of the Swiss franc against the U.S. dollar,
continued to impact Swiss franc results for sales (CHF 5.023 billion, -7 percent),
operating income (CHF 484 million, -23 percent; 9.6 percent of sales) and
EBITDA (CHF 757 million, -17 percent; 15.1 percent of sales). Net income, at

CHF 301 million (-4 percent), was influenced by two separate one-time effects,
one a reduction required due to a change in U.S. accounting principles and the
other a benefit resulting from the settlement, during the third quarter, of a long-
standing tax issue. Earnings per share were CHF 4.39 (basic) and CHF 4.38
(diluted).

The Company continued to weather the challenging economic environment with
firm management of costs and current assets, including temporary production
plant shutdowns to better manage inventories. This led to a substantial
generation of free cash flow® in the third quarter. Growth projects introduced
this year in the “Managing for Growth” program are progressing rapidly and
first impacts on results are expected in 2004.

Market conditions and customer order patterns remain volatile and there are still
no confirmed signals of an economic recovery in the remainder of the year. Ciba
Specialty Chemicals nonetheless continues to expect local currency sales above
last year’s level for the full year 2003 and an EBITDA margin in Swiss francs
somewhat weaker than last year. The Company also continues to take firm steps
in this difficult environment to reach net income of around last year’s level and
to push for a free cash flow of around CHF 500 million. These forecasts are
dependent on relatively stable currency exchange rates vis-a-vis the Swiss franc
and no further worsening of global economic conditions.

Armin Meyer, Chairman and Chief Executive Officer of Ciba Specialty Chemicals,
commented: "We achieved a significant increase in sales in September. The third
quarter of 2003 could turn out to have been the low point of the current business
cycle. However, the visibility of economic developments remains low and we need
confirmation of the positive trend in the coming months. In the meantime, we
maintain our strong focus on costs and cash flow, which brought substantial results in
the third quarter, and we continue to invest in the future with our ’'Managing for
Growth’ projects."

Local sales at last year’s level

Sales in local currencies in the first nine months were equal to the year-ago period, as
volume increased by 3 percent and price reductions were kept to 3 percent. Due to
the negative currency effect, sales in Swiss francs were 7 percent lower, totaling

CHF 5.023 billion. Currency exchange rates showed some signs of stabilizing in the
third quarter. Nevertheless, over the first nine months of 2003, the Swiss franc
strengthened against most major trading currencies, including by 14 percent against
the U.S. dollar.
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Geographically, sales in local currencies in the first nine months of the year rose by

5 percent in Asia-Pacific (-4 percent in Swiss francs) with particularly strong growth in
China and Japan. In Europe, sales in both local currencies and Swiss francs were
stable. In the Americas, sales were 2 percent lower in local currencies (-17 percent in
Swiss francs).

In the third quarter, sales were 3 percent lower in local currencies (-5 percent in Swiss
francs), compared to the third quarter of 2002. Sales in September rebounded
significantly, but could not compensate for the weak results in the months of July and
August.

Efficiency improvements mitigate margin pressure

Gross profit for the first nine months of 2003 totaled CHF 1.614 billion (-12 percent in
Swiss francs), or 32.1 percent of sales. The Company’s significantly reduced overall
cost base could not compensate over the first nine months for the effects of
unfavorable currency exchange rates, pressure on sales prices and increases in raw
material prices in certain segments. As expected, after a peak in the second quarter,
raw material prices showed signs of stabilization in the third quarter.

The Company’s focus continued on the strict control of discretionary spending and
recruitment, leading to a 6 percent reduction in selling, general and administrative
expenses for the first nine months of 2003. This helped to mitigate the impact of
increased costs associated with higher volumes, normal inflation and the anticipated
higher costs for pension fund contributions, insurance premiums and the change in
accounting of share-based remuneration. The commitment to innovation was
maintained with spending on research and development reaching 4.2 percent of sales.

Adverse currency exchange rates continued to impact profitability. Operating income
(EBIT) for the first nine months of the year was 5 percent lower in local currencies, but
23 percent lower in Swiss francs due to the currency impact. EBIT totaled CHF 484
million, or 9.6 percent of sales. EBITDA was only 3 percent lower in local currencies,
while in Swiss francs it was 17 percent lower, reaching CHF 757 million, or

15.1 percent of sales.

The Company’s focus on cost control during the third quarter was evident. Between
the second and third quarters, the EBIT margin improved from 9.2 percent of sales to
9.6 percent, while the EBITDA margin rose from 14.6 percent of sales to 15.2 percent.

Net income at CHF 301 million

Net interest costs fell by CHF 10 million (-12 percent) in the first nine months of 2003
compared to the previous year (from CHF 88 million to CHF 78 million). The
Company was able to partially offset the currency exchange risks of its booked
transaction exposure through hedging.

Net income totaled CHF 301 million in the first nine months of 2003 (CHF 4.39 per
basic share, CHF 4.38 per diluted share), or 6.0 percent of sales. That was 4 percent
below the 2002 figure of CHF 312 million. Net income in the third quarter totaled
CHF 108 million, a 23 percent increase over 2002 (CHF 88 million). Net income was
negatively influenced by a cumulative one-time reduction of CHF 16 million required
due to a change in U.S. accounting principles, but was positively influenced by a one-
time, CHF 39 million reduction in the Company’s provision for income taxes resulting
from the settlement of a long-standing tax issue. The net result of the recording of
these effects was a positive impact of CHF 23 million on third quarter after tax
earnings.
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Segments continue to grow with innovative products

In the first nine months of 2003, the Company’s balanced and focused business
portfolio once again proved resilient, as segments were able to react to changing
conditions in their widely diverse markets. A number of new and innovative product
launches helped three segments record higher sales in local currencies during this
period: Plastic Additives (+1 percent), Water & Paper Treatment (+2 percent) and
Home & Personal Care (+2 percent). Plastic Additives, Coating Effects and Water &
Paper Treatment all increased volume by at least 3 percent. In addition, between the
second and third quarters of 2003, three segments increased their EBITDA in Swiss
francs: Plastic Additives (+14 percent), Coating Effects (+4 percent) and Home &
Personal Care (+12 percent). Textile Effects continued to record solid sales growth in
its textile chemicals line.

“Managing for Growth” projects progressing rapidly

In September, the Company’s Executive Committee reviewed the progress of the 29
high-impact growth projects initiated group wide earlier this year under the
“Managing for Growth” program. Most projects are on track or even ahead of
schedule. Positive top-line results from these projects are expected beginning in 2004.

Armin Meyer, Chairman and CEO commented: “A key factor for our success is to
work closely with the markets, always focusing on customers' needs. With ‘Managing
for Growth’ we already have concrete results such as the creation of an Expert
Services business unit, two regional hubs in the Middle East and Eastern Europe and
new synergies across the segments. Our stable business position and financial
strength allow us to also invest now in these projects to push sustainable growth.
With that, we will improve our position even in the current environment and deliver a
‘multiplier effect’ once the economy rebounds.”

Outlook 2003 confirmed

Market conditions and customer order patterns remain volatile and there are still no
confirmed signals of an economic recovery in the remainder of the year. Ciba
Specialty Chemicals nonetheless continues to expect local currency sales above last
year’s level for the full year 2003 and an EBITDA margin in Swiss francs somewhat
weaker than last year. The Company also continues to take firm steps in this difficult
environment to reach net income of around last year’s level and to push for a free
cash flow of around CHF 500 million. These forecasts are dependent on relatively
stable currency exchange rates vis-a-vis the Swiss franc and no further worsening of
global economic conditions.

*kk

Ciba Specialty Chemicals (SWX: CIBN, NYSE: CSB) is a leading global company
dedicated to producing high-value effects for its customers’ products. We strive to be
the partner of choice for our customers, offering them innovative products and one-
stop expert service. We create effects that improve the quality of life — adding
performance, protection, color and strength to textiles, plastics, paper, automobiles,
buildings, home and personal care products and much more. Ciba Specialty
Chemicals is active in more than 120 countries around the world and is committed to
be a leader in its chosen markets. In 2002, the Company generated sales of 7.1 billion
Swiss francs and invested 294 million in R&D.
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Virtual news kit: www.cibasc.com/media
Press release Ciba Specialty Chemicals Financial Results First Nine Months 2003
(including tables) (pdf)
Photos: www.cibasc.com/photos

Financial calendar
December 29, 2003: Deadline for agenda items and motions for the 2004 Annual
General Meeting
February 3, 2004: Full Year 2003 financial results
February 26, 2004: Annual General Meeting of Shareholders
April 29, 2004 First Quarter 2004 financial results
August 12, 2004: Half Year 2004 financial results
October 21, 2004: Nine Month 2004 financial results

For further information please contact:

Media: Tel. +41 61 636 4444 Fax +41 61 636 3019

Investor Relations:
Matthias A. Fankhauser Tel. +41 61 636 5081 Fax +41 61 636 5111

Siegfried Schwirzer Tel. +41 61 636 5084 Fax +41 61 636 5111

Forward-Looking Statements

Forward-looking statements and information contained in this News Release are qualified in their entirety as there are certain
important factors that could cause results to differ materially from those anticipated. Certain such forward-looking statements
can be identified by the use of forward-looking terminology such as "believe", "expect", "may", "are expected to", "will", "will
continue”, "should", "would be", "seek" or "anticipate" or similar expressions or the negative thereof or other variations thereof or
comparable terminology, or by discussions of strategy, plans or intentions. Such statements reflect the current views and
estimates of the Company with respect to market conditions and future events and are subject to ce rtain 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 padlitical, social 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.


http://www.cibasc.com/media
http://www.cibasc.com/photos
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Ciba Specialty Chemicals
Nine-Month Report 2003

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

Change in %

Local

Nine months ended September 30, 2003 2002 CHF curr.®
Net sales 5023 5410 -7 0
Gross profit 1614 1829 -12
Operating income 484 627 -23 -5
Financial income and expense, net -97 -167 -42
Income from continuing operations, before income taxes and minority
interest 387 460 -16
Provision for income taxes 66 136 -52
Income from continuing operations, before minority interest 321 324 -1
Minority interest 4 12 -63
Income from continuing operations 317 312 +2
Cumulative effect of change in accounting principle, net of tax © -16 0 0
Net income 301 312 -4
Earnings per share, basic

Continuing operations 4.62 4.57 +1

Cumulative effect of change in accounting principle -0.23 0.00 0

Net income per share, basic 4.39 4.57 -4
Earnings per share, diluted

Continuing operations 4.61 4.56 +1

Cumulative effect of change in accounting principle -0.23 0.00 0

Net income per share, diluted 4.38 4.56 -4
Operating income 484 627 -23 -5
Depreciation and amortization 273 289 -6
EBITDA ® 757 916 -17 -3
Condensed Business Segment Data (unaudited)
(in millions of Swiss francs)

Change in % Change in %
Local Local
Nine months ended September 30, 2003 2002 CHF  curr.®  Nine months ended September 30, 2003 2002 CHF curr.®
Net sales EBITDA ®
Plastic Additives 1 299 1 386 -6 +1 Plastic Additives 223 280 -20 -10
Coating Effects 1 367 1473 -7 -1 Coating Effects 309 342 -10 +4
Water & Paper Treatment 1014 1068 -5 +2  Water & Paper Treatment 134 148 -9 -7
Textile Effects 1069 1183 -10 -2 Textile Effects 107 150 -29 -4
Home & Personal Care 274 300 -9 +2 Home & Personal Care 46 60 -24 +8
Corporate Corporate -62 -64
Total net sales 5023 5410 -7 0 Total EBITDA 757 916 -17 -3
Operating income Operating income margin ©
Plastic Additives 153 203 -25 -14  Plastic Additives 11.7 % 14.7 %
Coating Effects 237 267 -11 +4  Coating Effects 173 % 18.1 %
Water & Paper Treatment 73 82 -12 -14 Water & Paper Treatment 72 % 7.7 %
Textile Effects 62 101 -39 -5 Textile Effects 58% 8.6 %
Home & Personal Care 27 41 -34 +11 Home & Personal Care 9.8 % 13.5 %
Corporate and other expenses -68 -67 Corporate
Total operating income

Total operating income 484 627 -23 -5 margin 9.6 % 11.6 %
Depreciation and amortization EBITDA margin ©
Plastic Additives 70 77 -8 -1 Plastic Additives 17.2 % 20.2 %
Coating Effects 72 75 -4 +2 Coating Effects 226 % 232 %
Water & Paper Treatment 61 66 -6 +3  Water & Paper Treatment 13.2 % 13.9 %
Textile Effects 45 49 -8 -3 Textile Effects 10.0 % 12.7 %
Home & Personal Care 19 19 -4 +1 Home & Personal Care 16.8 % 20.1 %
Corporate 6 3 Corporate - -
Total depreciation and
amortization 273 289 -6 +1 Total EBITDA margin 15.1 % 16.9 %
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Exchange rates of principal currencies to CHF (unaudited)

Average rates during period End of period rates
Nine months ended September 30, 2003 2002 2003 2002
1 U.S. dollar (USD) 1.36 1.59 1.34 1.50
1  British pound (GBP) 2.19 2.34 2.23 2.33
1 Euro (EUR) 1.51 1.47 1.54 1.46
100 Japanese yen (PY) 1.15 1.26 1.20 1.22
Three months ended September 30,
1 U.S.dollar (USD) 1.37 1.49 1.34 1.50
1  British pound (GBP) 2.21 2.30 2.23 2.33
1 Euro (EUR) 1.54 1.46 1.54 1.46
100 Japanese yen (JPY) 1.17 1.25 1.20 1.22

Notes to News Release:

(a) Change in percent in local currencies reflects the percent change in (i) 2003 results, as adjusted, to remove the effects of
fluctuations in foreign currency rates as compared to 2002 and (ii) 2002 results, as reported.

(b) EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) is calculated as operating income plus depreciation and
amortization.

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

(d) Operating income margin is calculated as operating income as a percentage of net sales.

(e) 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.

(f) The Company’s provision for income taxes for the three- and nine-month periods ended September 30, 2003 has been reduced
by CHF 39 million resulting from the release of a previously established reserve following settlement of a dispute between
Novartis and the Company.

(g) Effective July 1, 2003, with the adoption of Financial Accounting Standards Board Interpretation (FIN) No. 46, the Company
began consolidating an entity from which it has leased a facility. In accordance with the provisions of FIN No. 46, the Company
has recorded in its results of operations for the three- and nine-month periods ended September 30, 2003, the difference
between the book values of the entity’s assets and liabilities as of July 1, 2003, calculated as if the entity had been consolidated
since the inception of the lease. The amount of this difference, net of income taxes, was CHF 16 million.

EBITDA, EBITDA margin, free cash flow and change in percent in local currencies 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 additional measures to assess the
Company's cash flows 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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