CABOT 2

Cabot Announces Third Quarter Operating Results

July 23, 2003

BOSTON, MA (July 23, 2003) - Cabot Corporation (CBT/NYSE) today announced a loss of $5 million, or ($0.07) per diluted common share, for the third quarter ended June 30, 2003,
compared with a profit of $19 million, or $0.28 per diluted common share for the year ago quarter. These results contained $46 million, or $0.49 per diluted common share, of certain charges
and income from discontinued operations for the quarter, compared to $6 million, or $0.06 per diluted common share, for the year ago quarter. Cabot reported segment profit of $43 million for
the quarter, compared with $36 million for the same quarter of fiscal year 2002.

Kennett F. Burnes, Cabot Chairman and CEO, said, "Despite the improvement in segment profit from last year's third quarter, this was a difficult quarter for us. The weak economic environment continued to impact our
businesses, which are also being hurt by rising oil and natural gas prices. As anticipated, our volumes decreased sequentially in our tantalum business due to the timing of shipments of contracted intermediate and finished
products.”

For the quarter ended June 30, 2003, operating profit for the Chemical Businesses increased year over year by $3 million, from $27 million in the third quarter of fiscal year 2002 to $30 million in the third quarter of fiscal
year 2003. Sequentially, operating profit increased by $7 million from $23 million in the prior quarter. The year over year comparison benefited from favorable exchange impacts which more than offset a decline in volumes
of 4% as well as lower margins. Sequentially, volumes improved by 2%, although product mix was unfavorable. Due to the weakening of the U.S. dollar, the translation of foreign operating earnings provided a benefit during
the quarter of $12 million year over year and $1 million sequentially.

Within the Chemical Businesses segment, carbon black's operating profit was the same as the prior year's quarter and $6 million higher than the second fiscal quarter of 2003. Carbon black volumes decreased by 4% year
over year but increased by 2% sequentially, with continued strength in the Asia Pacific region. In the third quarter, Cabot's fumed metal oxides business reported operating profit that was $5 million higher than the same
quarter last year and $2 million higher than the second quarter of 2003. This business experienced 1% lower volumes compared to the same quarter of fiscal 2002 and 2% higher volumes compared to the second quarter of
fiscal 2003. The inkjet colorants business continues to perform extremely well, with volumes increasing by 42% compared to the prior year quarter and by 23% sequentially. The transition of the business to its new
manufacturing plant is progressing well despite adding temporarily to costs while the business consolidates its operations. Looking forward, given the continued economic weakness in North America and Europe and the
recent rise in oil and natural gas prices, the Company is concerned about the outlook for the Chemical Businesses segment due to volume pressure and the challenge of maintaining margins in the non-contracted portion of
the business.

Cabot Supermetals' third quarter operating profit increased by $4 million, from $10 million in 2002 to $14 million in 2003, but decreased by $23 million from the second quarter. Volumes were higher than the year ago
quarter by 78% due to a combination of contracted tantalum powder, wire and intermediate product sales and some improvement in Asia Pacific volumes. Average selling prices declined compared to the prior year due to
the re-negotiation of certain customer contracts during calendar year 2002, resulting in lower prices but extended contract terms. Volumes decreased sequentially from the second quarter of 2003 by 12% due to decreases
in shipments of intermediate materials and the timing of shipments of contracted finished products.

In the third quarter of fiscal 2003, Cabot Specialty Fluids (CSF) reported a $1 million operating loss, which was equal to the third quarter of 2002 and $1 million better than the second quarter of 2003. Business activity
remained low during the quarter.

During the quarter, the Company recorded certain charges from continuing operations and income from discontinued operations of $46 million. Certain charges from continuing operations included $14 million related to the
acquisition of Superior Micropowders, which is included in R&D expense, and $17 million of restructuring costs incurred in Europe, of which $9 million are included in cost of goods sold and $8 million are in selling and
administrative expense. In addition, the Company received $5 million in insurance recoveries, of which $1 million are from continuing operations, recorded in selling and administrative expense, and $4 million are from
discontinued operations.

Also included in certain charges is a $20 million reserve to record the Company's estimated share of liability with respect to existing and future respirator product liability claims arising from exposure to asbestos and other
materials. As previously disclosed, Cabot and certain third parties and their insurers, have product liability exposure in connection with a safety respirator products business that a subsidiary of Cabot acquired in 1990 and
disposed of in 1995. Since December 2002, these parties have been in negotiations to fix the allocation of these liabilities among themselves. However, as no agreement has yet been reached, the Company is utilizing a
leading expert, Hamilton, Rabinovitz & Alschuler, Inc, to assist in estimating these liabilities and the Company' share of those liabilities. The current estimate indicates that Cabot's share of these liabilities is approximately
$20 million. This estimate is based upon a number of assumptions, including an assessment of Cabot's contractual obligations and the assumption that these other parties meet their obligations. Further refinements to this
analysis may be made, and may cause the Company to make adjustments to its estimate. The $20 million charge is included in selling and administrative expense.

Burnes stated, "Today's operating environment continues to be extremely challenging. Competition in the carbon black market is intense, and we are currently experiencing downward price pressure at the same time as our
raw material costs are increasing. While there are signs of improvement in the electronics market, our tantalum business is not yet benefiting from this due to high inventory levels in the supply chain, and we expect that
earnings of this business will decline significantly beginning in fiscal 2004 as a customer's obligation to purchase intermediate products expires."

"On the positive side" Burnes concluded, "our developing businesses - inkjet colorants, cesium formate and aerogels - continue to make progress toward their goals. Inkjet volumes continue to grow sequentially at a
double-digit rate, with successes in both the printer manufacturer market as well as the cartridge refill market. In cesium formate, we recently announced a significant event in the signing of a letter of intent with a major oil
company to supply drilling fluids in both drill-in and completion applications over a several year period. We continue to refine the manufacturing process in our aerogels semi-works plant. We have also added a new platform
for growth with the recent acquisition of Superior Micropowders (SMP). | am particularly excited about this acquisition because it may allow Cabot to develop new technology for areas that complement our existing markets,
such as capacitor materials. It will also provide possibilities for future new business growth in high value-added areas such as electronic displays and fuel cells. | believe that the combination of our new business efforts and
SMP provides a strong foundation for the long-term future of the Company."

For those interested in more detailed information on Cabot's Third Quarter 2003 results please see the Supplemental Business Information available today on the Company's website in the Investor Relations section:

Cabot Corporation is a global specialty chemicals company headquartered in Boston, MA. Cabot's major products are carbon black, fumed silica, inkjet colorants, capacitor materials, and cesium formate drilling fluids.
Forward-Looking Information: Included above are forward-looking statements relating to management's expectations regarding future profits, new business growth, the Company's product development program and the
possible achievement of the Company's financial goals. Actual results may differ materially from the results anticipated in the forward-looking statements included in this press release due to a variety of factors, including
domestic and global economic conditions, such as market supply and demand, prices and costs and availability of raw materials; fluctuations in currency exchange rates; patent rights of others; stock market conditions; the
timely commercialization of products under development by the Company (which may be disrupted or delayed by technical difficulties, market acceptance, competitors' new products, as well as difficulties in moving from
the experimental stage to the production stage); the Company's ability to successfully manage acquisitions; demand for our customers' products; competitors' reactions to market conditions; the accuracy of the
assumptions used by the Company in establishing a reserve for its share of liability for respirator claims; and the outcome of pending litigation and governmental investigations. Other factors and risks are discussed in the
Company's 2002 Annual Report on Form 10-K.


http://cabot-corp.com/

Third (narter Ezmings dnnouncement, Fiseal 2003

CABOT CORPORATION SUMMARY RESULTS BY SEGMENTS

Periods ended June 30 Three Months Mine Morths
Daodlars in miliions, except per share amounts (unaudited) 2003 2002 2003 2002
SALES
ChEMICE BUSINESSEES . .ooooo i s et e et v e e e s e e $ 366 § 318 $ 1,028 § 893
Supermetals BUSIMESS .o s 92 BS 294 195
Speciatty Fluids 7 5 13 20

Segment sales 465 35858 1,335 1,110
Unallocated and ather 3 2 & T

Met =ales and other operating revenues. RE § 390 $ 1,34 F 1,017
SEGMENT PROFIT (LOSS)
Chemical BUSINESSES....co...cooooieis ot et s ees et e e s e % 30 § 27 76 § a4
Supermetals BUSIMESS .o s 14 10 83 25
Specialty Flids e e e e e 1) 1] (3) (1]

Total Segment Profit (Loss)™, 43 36 156 138
IFEEFESE BB o et et e et e e e e e s {7} (71 {21) (21
General unalliocated income (expense) ™ {48) (4] {T) -
Less: Equity in net income of affilisted companies..... ... {2) [2) {3) (41
Income {loss) from conti ng operations before income taxes. .. {14 23 62 113
Benefit (provision) for inCome taxes ... ..o e s [ (5] {11} 1313
Eqquity in net income of affiisted companies..... .o 2 2 3 4
Winority interest in net income. {2) 1) {5) 3]
Het income {loss) from cor NG CPETALIONS. v uvrmsss s sasa s smrsmnamsanans {8) 18 4% g3
Discontinued operations:
Income from operations of discontinued business, net of tax © 3 1 E 1
Het income {loss).. {5) 19 52 a4
Dividends on preferred stoc . - - {2) (2]
Het income {loss) available to common shareS.wu s mome wsmm—. § {5} F 18 $ 50 § g2
Diluted earnings per share of common stock

Met income (loss) from cortinuing operations... .. ... e (F0L) F0.27 $0.70 116

Income from operations of discortinued busines= . $0.04 0.01 $0.04 0.01

L Tt = U $ {0.07) 028 $ 074 o147

Weighted average ¢ shares ling

DHILEE] .. et et et et e ot e et e et s e T Fal T 71

181 2 e gment sales Far corkain aperating segments within the Chemical Businesses include 100% of salez of ane cquity affilists and transfers of
materialz at cost and at market-bazed prices.

¥ Unallocated and other reflects an adjustment For sales of one cquity affiliate, interoperating segment revenuas offset by royaltias paid by
cquity affiliates and cxternal shipping and handling costs.

¥l gogment profit is 3 measure used by Cabot's sperating decisi kers ko measure lidated operating results and assess segment

perfarmance. [t includes cquity in net incame of affiliated companics, reyaltics paid by equity sffilisees, minority intersst and carparate

governance costs, and sxclides inkerest sxpense, Foreign currency transaction gains (| inkerest income, dividend

income and items not uzed by Cabot's operating decision-makers in the analysis of segment operating results,
" General unallecated incame [sxpense] includes Forsign currency transaction gains [lesses], interast income, dividend income, and
items not used by Cabot's aperating decision-makers in the analysis of scqment operating results.

Tl Additional income related to insurance recoveries For discantinued busi

5, net of tax.
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CABOT CORPORATION CONSOLIDATED STATEMENTS OF OPERATIONS

Periodz ended June 30 Three Months Hine Morthz
Dodlars in wiliions, except per shave amonnts (unaudited) 2003 2002 2003 2002
Met sales and other aperating FEVENUSS .. .. ..o 3468 $390 1,34 1,117
Costof sales.. 36T 292 998 749
GPOES PPOfIE .. oo o e s e e e 101 $95 $346 $318
Selling and administrative expenses... . e 82 =3 19 163
Research and technical service.. 27 12 51 33
Income (l0SS) FrOME OPETAtIONS. . coveevecee e eens e ssmsrmmrs o eess snsnn e nnreeees ($8) $24 $104 120
Other income and expense
Irterest and dividend iNCome. .. 1 2 3 g
IMbErEst BXPEMSE .. L e e {7} L7 {21) 213
Cthier (Eharges) INSOME. . L. e e e e e e - 4 {24) B
Taotal other income and expensze... {6} {1} {42) {7}
Income {loss) from conti ng operations before income taxes . {14) 23 §2 113
Benenfit (provision) for incometaxes... [ =3 {11) 317
Equity in net income of affiiated companies... ... ... 2 2 3 4
Minority interestin netincome. .. ... e {2) 1) {5) 13
Het income {loss) from continuing operations {8) 18 49 g3
Discontinued operations:
Income fram operations of dizcontinued business, netoftax.. ... ... 3 1 3 1
Het income {loss).. {5) 19 52 g4
Dividends on preferred stock... .o - - {2) (2]
Het income {loss) available to common shares....oviniismen e {5) 19 50 g2
Diluted earnings per share of common stock
Met income (lass) fram continuing operations... ..o (B0S11) $0.27 $0.70 $1.16
Income from operations of discortinued business. $0.04 0.0 $0.04 0.01
et income (loss) - % (0.0T) §0.25 $0.74 5117
Weighted average shares ling
Diluted . T Kl T Eal
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CABOT CORPORATION CONDENSED CONSOLIDATED FINANCIAL POSITION

June 30, September 30
2003 2002
In millions (unaudited)
CUPPEIME BBSEES ... cos oo o s e 41,089 $959
Met property, plant and equipment... ... 06 G535
Cther non-current assets 211 223
Total @SSES .o e e e e $2,206 §2,067
Current liabilties ... $239 F286
Mon-current liabilities .. 847 g
Stockholders" equity... ... s 1,070 977
Total liabilties and stockholders' equity...........ooocoee e $2,206 §2,067
WADPKING SAPIEL ..o e e e e $800 $673




CABOT CORPORATION

Fiscal 2002 Fizcal 2003
In millions,
except per share amounts (unandited) Dec. . Mar, . Jane . Sept. Q. FY Drec. Q. Mar, Q. Jane 0. Sept. Q. FY
Sales
Chermical Businesses 285 2oz 318 a2z $1,217 $309 352 F366 $1,028
Snpermetals Business 2 45 %) 106 301 L 107 2 294
Specialty Fhids E 3 5 3 28 3 4 7 13
Segment Sales (4) 376 346 388 436 1,546 408 463 $485 1,335
Tnallocated and ather (B) 1 4 2 4 11 2 3 3 E
Het sales and other operating revermes $377 $350 $390 $440 $1,557 $410 $466 $4e2 $1,344
Segment Profit (Loss)
Chemical Businesses $27 $30 $27 $17 $101 $24 $23 $30 376
Inpermetals Business 31 14 10 24 79 32 37 14 23
Specialty Fhids 1 (1) (1) 3 2 (1) 3] (1 (3
Total segment profit (loss) (Z1 52 43 36 44 152 55 58 43 156
Income (loss) Available to Common Shares
Interest expense (8] ()} (7 (7 (28] (7 (7 (7 (21}
General unallocated income (expense] (D) 3 - 4 (14) (15) 2 (2 (42) (70)
Less: Equity in net incoms of affiliated companies (¥ - (2] 2 (51 (11 (1 [2) 3
Income (loss) from Contirming Operations before income taxes 52 37 23 21 134 45 30 (141 [
Provision for income taxes (15 (10 (&) 1 (300 (113 (81 [ (111
Equity in net incorme of affiliated companias 2 - 2 2 5 1 1 2 ki
Minority interest in net income 1y 03] 5] 1 4 (2) (21 (2) (5
Income {Lozs) from Continuing Operations 38 26 12 23 105 33 23 &4 42
Discontinued Operations
Income fram Operations of Discontivmed Buasiness,
net of income taxes (E) - - 1 - 1 - - 3 ]
Het Incame (Loss) 38 26 19 23 106 33 23 (5 52
Dividends on prefemred stock ¢} [} - (13 (3 (11 (13 - [
Het income (loss) available to conumon shares $37 325 319 $22 $103 $32 $22 1331 330
Income {loss) per commnwon share
Het income (loss) from Contiming Cperations $053 $ 036 $ 027 $ 032 § 148 $ 042 $ 033 $(0.11) 3070
Income from Cperations of Discontimed Business (E) - - 0.01 - 0.02 - - 0.04 0.04
Total $ 053 3 038 028 $ 032 $1.50 $ 048 $ 033 $(0.07) 0.74
Weighted average common shares outstanding
Dihated 72 71 71 70 71 70 0 70 70

(A1 Segment sales for certain operating segments within the Chemirals Businesses inehide 100% of sales of one equity affiliate and transfers of materials at cost and at market-based prices.

(B) Unallocated and other reflects an adpstment for sales for one equty affiliate, nteroperating segmment revemmes, offset by royalties paid by equity affiliates and external shipping and handling costs.
(] Segment profit is a measure used by Cabot's operating decision-makers to measire consolidated operating results and assess segment performance. [t incldes equity in net income of

affiliated companies, rovalties paid by equity affiliates, minority interest and corporate governance costs, and exchides interest expense, foreizn murrency transaction gains (losses), interest income,

dividend income and itemms not wsed by Cabot's operating decision-malers in the analysis of segment aperating resalts.

(D) Generalunallocated income (expense) inchides foreizn owrency transaction gains [losses), interest income, dividend income and items not used by Cabot's operating decision-makers in the
analysis of segment operating results. In the fourth quarter of fiscal 2002, an $8 million charge was inchided for employee benefit plans.

(E) Additional income related to msrance recoveries for discontimed businesses, net of tax.

To access a copy of the Supplemental Business Information for this quarter please Click here.


http://investor.cabot-corp.com/phoenix.zhtml?c=94559&p=irol-2003_q3

