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Infineon's fundamental manufacturing Infineon
strategy remains unchanged
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We manufacture in-house where we can gain
a strategic advantage from our leading-edge
manufacturing technologies and our out-
standing process expertise. This results in a
differentiation potential in terms of cost
and/or performance.

We work with outsourcing partners in areas
where we see no differentiation to optimize
our capital efficiency. We cooperate with
subcontractors and foundries in order to ensure
adequate capacity growth and flexibility.



The global Infineon frontend manufacturing Cinfineon
landscape follows a clear strategic direction

> Scale matters
> 300 mm power in Europe with high automation

> 200 mm power expansion in Asia to benefit from labor
cost advantage

> Differentiating technology R&D and IP in Europe/US

i

Villach, Dresden, Regensburg, Kulim, Mesa, Temecula,
Austria Germany Germany Malaysia USA USA

300/200/ 300 mm: 200 mm: 200 mm:

150 mm: power; sSensors, power,

power, GaN, 200 mm: analog/ sensors,

SiC embedded mixed signal analog/
control, mixed signal

integrated
sensors
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When fully loaded 300 mm manufacturing @
provides a 20%-30% frontend cost advantage

wafer size 100% 225%
raw wafer cost 100% ~280%
equipment 100% ~170%
personnel 100% ~80%
other effects 100% ~150%

relative cost per mm?2 100% 70% - 80%
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New Villach 300 mm module will add (infineon
significant capacity in power semiconductors

Key criteria for site selection » o N
i o New 300 mm module

> Economies of scale
> Time to revenue

> Geographic diversification

Building space ~60,000 m=2

Total frontend investment > €1.6bn over 6 years
Revenue potential > €1.8bn per year
Start of construction early 2019
Ready-for-equipment mid 2020
Ready-for-production early 2021

Technologies IGBT and MOSFET for all end markets
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Gross margin potential driven by 300 mm (ﬁ]’f{neon
manufacturing for power and sensors

FY25's frontend set-up

FY18's frontend set-up 300 mm

high-cost countries (already ramped in FY18)

high-cost
countries 300 mm
‘Iow—cost low-cost
countries countries

300 mm (to be
ramped FY18 - FY25)

> 300 mm vs. 200 mm: 20% - 30% cost advantage
when fully loaded

> ~6% cost advantage on frontend level

»y ~2.25%-points gross margin improvement excluding
counter effects
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Infineon has ~2x the size of next competitor @
with regard to products feasible for 300 mm

REVERIE
potential
of a
300 mm
fab:

~$2bn

#1 #2 #3 #4 #5 300 mm module
Infineon competitor A competitor B competitor C competitor D
= MOSFETs m Discr. IGBTs = IGBT modules m others

* rounded figures; source: based on or includes content supplied by IHS Markit, Technology Group, "Power Semiconductor Annual Market Share Report", August 2017
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Only limited outsourcing options for high-volume

(infineon

discrete power semiconductors available

Power-focused foundries represent only
~15% of total foundry capacity

Dongbu ASMC

CRM, CSMC SSMC
Silterra
Towerlazz X-FAB XMC Founder
Fujitsu Elec. _JSMC
HHGrace & ~— —  Episil
Powerchip_____
& Maxchip
Samsung_—|
___TSMC
SMIC incI._/
LFoundry
UMC/
GIoFo/

Main focus on CMOS/CMOS-derived technologies
Significant power discrete focus and business
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Source: Infineon analysis based on Semi.Org, "Semi World Fab Forecast", August 2017 edition

In the next five years, the
Infineon frontend
outsourcing share will
increase from ~22% to
~30%; of that

> CMOS: from ~50%
to ~70%

> Power: up to ~15%
Outsourcing share is
restricted by limited
capacity of most of the
power-focused foundries

Backend outsourcing
share will increase from 23%
to 32%



Increased average-cycle investment-to-sales (ﬁ(ﬁneon
model necessary to fuel growth

Current investment-to-sales New investment-to-sales
model model
~8% p.a. ; ~13% ;
revenue investment- revenue investment-
growth to-sales growth to-sales
thereof 11%-pt capex*, thereof: thereof 13%-pt capex*, thereof:
> 6%-pt fixed  rowthe > 6%-pt fixed

driven

> 5%0-pt capacity expansion—»|) 7%-pt capacity expansion

> Near-term: low triple-digit €m
amount for potential revenue
upsides and structural changes

> FY19 - FY23: ~€700m for major fab
and office buildings

* Infineon reports under IFRS and has therefore to capitalize development costs which represents currently ~2% of sales



Various effects lead to increased average- (infineon
cycle investment-to-sales model
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P Automotive segment

> Strongest growth in areas with higher capital intensity and
below-average outsourcing share

P2 : :
el = = Equipment/refurbishment

. L - . - q . 5
-!), "m===" ) Higher prices for equipment due to tight market situation

W

ﬁ? R\“ » Limited availability of used equipment

- > Forced to do refurbishment of used equipment by OEM at
higher prices
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Structural investments

> Significant expansion of SiC and GaN capacity near- and
mid-term
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New Villach set-up enables growth also for (infineon
SiC and GaN

Sl » Significant expansion of capacity

300 mm » Restructuring of Si manufacturing lines

(~90% of will free up capacity for SiC and GaN
site capacity)

> SiC
— 150 mm transfer completed
— reuse of buildings and manufacturing lines

S|C, — most capex-efficient capacity expansion
G N — triple-digit €m investment in capacity i
a increase
~100
.( . (.)f > GaN
site capacity) L :
— significant expansion of 150 mm near- and
mid-term

— 200 mm manufacturing line in preparation



Key take-aways

power semiconductors. It improves our cost
‘osition and enables growth in SiC and GaN.
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Significant capacity expansion for power
semiconductors is necessary to meet growing
demand and strengthen our leading position.

E._& S W

Outsourcing share for power is exploited. We
invest into highly efficient and differentiating
in-house fabs.

Increased investment-to-sales ratio is
necessary to fuel our growth. This will allow
Infineon to organically consolidate the power

semiconductor market.
- T

The Villach 300 mm fab is the next
milestone to foster Infineon's #1 position in

. .
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Part of your life. Part of tomorrow. (in/ﬁneon



(infineon.

Glossary
BE backend
FE frontend
GaN gallium nitride
IGBT insulated gate bipolar transistor
IP intellectual property
MC microcontroller
MOSFET metal oxid semiconductor field effect transistor
OEM original equipment manufacturer
Si silicon
SiC silicon carbide
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Jochen Hanebeck Infineon
Chief Operations Officer (feon

> since 2016: COQO, responsible for
Manufacturing, Logistics, Quality, and
Purchasing

> 2008: Division President Automotive

> 2007: Head of Microcontroller
Business Unit

> Jochen Hanebeck was born in
Dortmund, Germany, in 1968. He
holds a Diploma in Electrical
Engineering from the RWTH Aachen
University, Germany.

> He joined Infineon (Siemens AG until
1999) in 1994.
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Disclaimer

This presentation contains forward-looking statements about the business, financial condition and earnings
performance of the Infineon Group.

These statements are based on assumptions and projections resting upon currently available information and
present estimates. They are subject to a multitude of uncertainties and risks. Actual business development may
therefore differ materially from what has been expected.

Beyond disclosure requirements stipulated by law, Infineon does not undertake any obligation to update
forward-looking statements.

Specific disclaimer for IHS Markit reports, data and information referenced in this document:

The IHS Markit reports, data and information referenced herein (the "IHS Markit Materials") are the copyrighted
property of IHS Markit Ltd. and its subsidiaries ("IHS Markit") and represent data, research, opinions or
viewpoints published by IHS Markit, and are not representations of fact. The IHS Markit Materials speak as of
the original publication date thereof and not as of the date of this document. The information and opinions
expressed in the IHS Markit Materials are subject to change without notice and neither IHS Markit nor, as a
consequence, Infineon have a duty or responsibility to update the IHS Markit Materials or this presentation.
Moreover, while the IHS Markit Materials reproduced herein are from sources considered reliable, the accuracy
and completeness thereof are not warranted, nor are the opinions and analyses which are based upon it. IHS
Markit and the trademarks used in the data, if any, are trademarks of IHS Markit. Other trademarks appearing
in the IHS Markit Materials are the property of IHS Markit or their respective owners.



