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implements additional cost reduction initiatives in response to difficult market
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PR No. C1029H

STMicroelectronics Implements Additional Cost Reduction Initiatives
in Response to Difficult Market Conditions

Targets capital investment of $1.5B for
2001 and transfers Ottawa manufacturing operations

Geneva, May 31, 2001 - STMicroelectronics (NYSE:STM) announced that it is
limiting its 2001 capital investments to $1.5 Billion and transferring its
Ottawa front-end wafer-fabrication production to its other manufacturing
facilities around the world. Capital expenditures, which were earlier forecast
to be approximately $1.9B, have been reduced in response to the continuing
slowdown in the semiconductor market, which has left the industry with excess
manufacturing capacity, particularly in older technologies. ST's revised capital
expenditure budget continues to assure the Company's progress on its strategic
projects in advanced sub-micron production.

At the same time, ST announced that while it continued to look for alternate
arrangements, it is taking action on its Ottawa wafer fab. Formerly the in-
house silicon semiconductor production operation of Nortel Networks, the Ottawa,
Ontario, Canada facility and manufacturing line were acquired by ST last year as
part of a multi-year, multi-billion dollar joint-development and supply
agreement with Nortel for network technologies and products. The transfer is
expected to be completed by December 2001 and will involve special cash and



non-cash charges totalling approximately $30 Million which will be recognized in
the second quarter of 2001.

Excluded from the transfer are the R&D capabilities that ST acquired in the
Nortel agreement. ST emphasized that these R&D capabilities, which had
previously been named ST's "Center of Excellence" for high-speed technologies
for optical networking products, would remain in Ottawa and continue to receive
investment sufficient for the Center to remain on the cutting edge of optical
technology development.

The transfer of production rationalizes ST's front-end manufacturing. The Ottawa
plant has recently been operating well below capacity, and production will move
to larger, lower-cost facilities that will keep the Company's products cost
competitive.



At the same time, maintaining and continuing to invest in its Center for
Excellence demonstrates ST's commitment to its strategic relationship with
Nortel and the optical networking markets. The move affects about 450 people but
several positions will be offered relocation to other ST sites.

About STMicroelectronics

STMicroelectronics is the world's third largest independent semiconductor
company. The Company shares are traded on the New York Stock Exchange, on
Euronext Paris and on the Milan Stock Exchange. The Company designs, develops,
manufactures and markets a broad range of semiconductor integrated circuits
(ICs) and discrete devices used in a wide variety of microelectronic
applications, including telecommunications systems, computer systems, consumer
products, automotive products and industrial automation and control systems. In
2000, the Company's net revenues were $7,813.2 million and net earnings were
$1,452.1 million. Further information on ST can be found at www.st.com.
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