CABOT 2

Cabot Announces First Quarter Operating Results EPS $0.42 versus $0.48

January 22, 2004

BOSTON, MA (January 22, 2004) - Cabot Corporation (CBT/NYSE) today announced earnings of $29 million ($0.42 per diluted common share) for the first quarter
ended December 31, 2003, compared with $33 million ($0.48 per diluted common share) for the year ago quarter. These results contained $2 million of after tax
charges ($.02 per diluted common share) from certain items and discontinued operations recorded in the first quarter ended December 31, 2003, which are not
included in the business segment reporting. Further details concerning certain items and discontinued operations are included in Exhibit | and in the quarterly
Supplemental Business Information, which is available on Cabot's website in the Investor Relations section: http://cabot-corp.com.

Kennett F. Burnes, Cabot's Chairman and CEO, said, "I am pleased with the financial results for the quarter, which reflect improved performance in our Chemical
Business due to our cost reduction efforts, offset by an anticipated decline in Cabot Supermetals' income. The profit of the Chemical Business improved as cost

savings initiatives and favorable product mix more than offset sustained high raw material costs and pricing pressure arising from low industry capacity utilization
levels. Within this segment, we continue to be pleased with the progress our inkjet colorants business is making with OEM and aftermarket customers."

Burnes continued, "While Cabot Supermetals' profitability was adversely affected by the expiration of contracted intermediate product sales, we saw encouraging
developments in demand in the electronics market. Demand was particularly strong in Asia, and our operations in Japan are well positioned to support this market
recovery. In Cabot Specialty Fluids, we supplied product for two substantial jobs during the quarter that will benefit future earnings, one of which was under the
new Statoil agreement.”

For the quarter ended December 31, 2003, the Chemical Business segment reported a year over year increase in segment profit of $3 million, from $24 million in
the first quarter of fiscal year 2003 to $27 million in the first quarter of fiscal year 2004. This improvement resulted from favorable product mix and translation of
foreign earnings, which more than offset the margin decline due to higher raw material costs. Compared to the fourth quarter of 2003 sequential profit increased
$16 million, which was primarily due to overall fixed cost reductions that more than offset the slight decline in volumes.

Within the Chemical Business segment, carbon black's profit was $5 million higher than the same quarter last year due to improved product mix, lower fixed costs
resulting from purchasing related benefits, cost savings initiatives implemented in 2003, and a positive foreign exchange impact of $5 million. These favorable items
more than offset the lower unit margins due to price increases being insufficient to offset higher feedstock costs. The sequential quarter profit improvement of $9
million was due to lower fixed costs, which more than offset a seasonal drop in volumes and higher raw material costs. In the first quarter, Cabot's fumed metal
oxides business reported profit that was flat with the same quarter last year and $7 million higher than the fourth quarter of fiscal 2003. When compared to the first
quarter of fiscal 2003, improved volumes and lower operating and administrative costs were offset by the negative impact of reducing inventories. Sequentially,
profits improved due to higher volumes, favorable product mix, and lower fixed costs. Inkjet profits were flat versus the same quarter last year and the fourth
quarter of fiscal 2003, as higher volumes were offset by increased costs to support development programs. Given these recent trends, the Company is cautiously
optimistic concerning the outlook for the Chemical Business segment despite high raw material costs.

In the first quarter of fiscal 2004, the Cabot Supermetals Business (CSM) earned $21 million of segment profit, which was $11 million less than the same period
last year, due primarily to lower intermediate product sales following the expiration of certain contracted obligations last quarter. This decline was partially offset by
lower costs and increased demand in Asia. Sequentially, segment profit was $6 million less than the fourth quarter of 2003 due to the decline in intermediate
product sales, which was partly offset by increased demand in Asia and lower production costs.

In the first quarter of fiscal 2004, Cabot Specialty Fluids (CSF) reported a $2 million operating loss, which was a $1 million decline from the first quarter of 2003
and a $3 million decline compared to the fourth quarter of fiscal 2003. These declines were primarily driven by lower volumes, but are not representative of the
operational activity, as two large jobs were started during the quarter. These jobs will be completed early in the second quarter and revenue will be recognized at
that time.

With respect to the future, Burnes said "I am encouraged by evidence of economic recovery in our markets. As we optimize our cost and capacity structure across
our businesses and develop new market opportunities, | am confident that we will be well positioned to improve our performance should the global economic
environment continue to strengthen.”

For those interested in more detailed information on Cabot's First Quarter 2004 results, please see the Supplemental Business Information available today on the
Company's website in the Investor Relations section: http://w3.cabot-corp.com/earnings.cfm.

Cabot Corporation is a global specialty chemicals and materials 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 2003 Annual Report on Form 10-K.



First Quarter Earnings Announcement, Fiscal 2004

CABOT CORPORATION SUMMARY RESULTS BY SEGMENTS

Periods ended December 31 Three Menths
Dollars in millions, except per share amounds (unaudifed) 2003 2002
SALES

ChemICal BUSINESS ... et $ 35 3 308
Supermelals Business.. &7 96

Specialty Flulds
Segment sales |

S B
439 407

Unallocated and other = 7 3
MNet sales and other operating revenues._ ... % 446 3 410
SEGMENT PROFIT (LOSS)

Chemical Business
Supermelals Business._.
Specialty Flulds__ e

Total SEgMENt Profit ... e ccvee e vaisse e e seresesssessans e es venrenss 46 55
Interest exXpense. . ... {7} ]
General unallocated income (expense) - (2

Less: Equity in net income of affiliated companies, net of tax
Income from continuing operations before income taxes..
Provision for iNCome LaXES. ... ...t e e e e e (&) (11}
Equity in nel income of affiliated companies, nel of lax
Minority interest In net income, net oftax...__...__.._. .-
Net income from continuing OPerations. ... ..o s s s ssssesns

Discontinued operations:
Loss from operaliens of discontinued business, net of tax "= ... 1) -

Met income...
Dividends on preferred stock.
Met income available to COMMON SNAMES. ...c.weeieie e $ 28 3 32

Diluted eamings per share of common stock

Met income from continulivg operations. ... ... $ 043 3 048
Loss from operations of discantinued business ™ ............ccceccvveeeen . § {0.01) 3 -
IEL IMCOITI oo ecce et cce e ec ettt £ ot s et et s sam et e e $ 0.42 3 D48

Weighted average common shares outstanding

DB oo e e e e e s e 68 70

"™ Segment sales far cerlain aperaling segments wilkin the Chemical Business include 100% of sales of sne equily afliiale and transfers of

malerials &l cosl and 81 markel-based prices.

™ Upallosated and alher refiects 8n elimination for sales of one equity alfiliate offset by foyallies paid by equity aMkales and extermal
shipging and handling costs,

" Segment prof® is a measure used by Cabal's aperaling decision-makers ta measure consclidated oparaling results and assese segment
performanece. Sepment profl includes equity in net incame of afflisled companies, royaliies paid by equity affliates, minorily inferest and
alocated corporals cogls.

™ General unallocabed income (expense) includes freign cumency ansaction geine (losees), inenest incame, dividend income
and U Carlain Rems igled in Exhilbil |

™ Lass represents litigation related bo a praviously divested business, nel of fax.

™' Commensing in Fiscal 2004, Cabol has adjusted s calculation of fully dilied shares sulstanding fo reflect the number of shares the Compan
could repurehase with the ssaumed proceeds from realricled stock awards under the Company's Long Tem ncenlive Program.

Prinr periads heve nol been adjusted because the adjusiment would not have been material



First Quarter Earnings Announcement, Fiscal 2004

CABOT CORPORATION CONSOLIDATED STATEMENTS OF OPERATIONS

Periods ended December 31 Three Months
Dollars in millions, except par share amounts (unaudited) 2003 2002
MNet sales and other operating revenues. ... ... ... 5446 3410
Cost of sales... . 339 283
Gross Profil.. oo e e e $107 3117

Selling and administrative @Xpenses. ... ..o e 51 52
Research and technical expenses..__ ... 12 11
Income from Operations. ... v i e 544 554
Other income and expense

Interest and dividend INCOME.. ... e 1 1

INtErest @XPBASE. ... et e e {7) (7

Other iNCome (EXPEMSE). ... {1) ()]

Total other income and expense. {7) (5]

Income from continuing operations before income taxes ................... 3r 45
Provision forincome taxes. ... (8) {11y
Equity in net income of affiliated companies, net of tax 2 1
Minority interest in net income, netoftax. . .. {1) (2)
MNet income from continuing operations..........cocvve e eemeemesrsasssesenas 30 33
Discontinued operations:
Loss from cperations of discontinued business, net of tax ™. {1)
LA Tt 29 33
Dividends on prefermed stock............. {1) (1)
Net income available to commen shares 23 3 32
Diluted earnings per share of common stock

Met income from continuing operations...........ooeveceevecieeeeeecee 30 0043 5 048

Loss from operations of discontinued business *™ ... _.. % (0.01) 5

Met income . § 042 5 048

Weighted average commeon shares outstanding

DHIULEA ™ .. e e e 68 70

#I Loss represants Migalion related ta 2 previeusly divested businesses, net el lax

Bl Cemmencing in Fiacal 2004, Cabet has sdjusted its caleulation of fully diluted shares outstanding te reflect the nurser of shares the Campany
cauld repurchass with the assumed proceeds from resticted stock awards under the Company's Long Term Incentive Program.
Prior periods have not been adjusied because the adustment would not have been material.



First (narter Earnings Annowncement, Fiscal 2004

CABOT CORPORATION CONDENSED CONSOLIDATED FINANCIAL POSITION

December 31, September 30,
2003 2003

in millions (unaudited)
U EII A EES e eeees §1.170 $1,140
Met property, plant and equipme 929 a3
Other non-current assets 272 255
TRl BSOS e e e §2.371 §2,308
Current Babilifies. ... e $342 $352
Mon-current Babilities. ... 914 BTT
Stockholders’ equity 1,115 1,079
Total liabilibes and stockholders' equ $2,371 $2,308
WVEERING GAPIEL. . ..ev e esee et e e e et s s ens s an et s aneeneces s $628 $788

CABOT CORPORATION

Fiscal 2003

Fiscal 2004

In mallions,

excepl per share amounts (unaudited) Dec. ©) Mar, O June (. Sept Q. FY Dee, ) Mar, QL June ), Sept. O FY
Sales
Chemical Business £300 $352 366 5343 £1,371 8351 $£351
Supermetals Business Giy 107 92 £l 390 87 7
Specialty Flmds 2 3 i 5 15 1 1
Sepment Sales (A) 407 462 464 446 1,774 439 434
Unallocated and other (B) 3 4 4 5 19 7 7
Met sales and other operating revenues 5410 S466 F468 S451 $1,795 S44i6 $446
Segment Profit (Loss)
Chemical Business 24 523 30 511 588 £27 27
Supermetals Business 32 36 14 27 108 21 2
Specialiy Fluids (1 {1 (1 1 {2} (2) (2}
Total segment profit (loss) (C) 33 L 43 39 194 46 46
Income (loss) Available to Common Shares
Interest expense (7 [ (7 7y (28) (7} N
Cieneral unallocated meome (expense) (D) 2 (20) (48 i {67) - -
Less: Equity in net income of affiliated companies, net of tax (1) {1} (2 (2 {5) A (2}
Income (loss) from Continuing Operations before income tinces 43 a0 14 a3 a4 a7 7
(Provision) benefit for income taxes (1n {6) & (7} {17} (8) (8}
Equity 1 net income of affiliated companies, net of tax 1 I 2 2 3 2 2
Minority interest in nel income, net of tax (2 {2) (2 [ {7} (1} (1}
Income (Loss) from Continuing Operations 33 13 (8) 7 75 30 30
Discontinued Operations
Income (Lossh from Operations of Discontinued Businesses,
net of ncome taxes (E) (F) - 3 2 5 (1) (1}
Met Income (Loss) 33 21 )] it} &0 0 ]
Dividends on preferred stock (1) {1} - (1) (3} (1} h
MNet income (loss) available 1o commaon shares 532 8212 (55) 28 77 § M £ 28
Income (loss) per common share
MNet income (loss) from Continumg Operations 5 048 5 033 Fi{0.14) % 038 $ 108 S 043 $ 043
Income (Lossh from Operations of Discontinued Businesses (E) (F) - - 0,03 {02 .06 ({01 {001 )
Total 5 048 S A3 009 5 040 3114 5 047 3 042
Weighted average common shares outstanding
Diluted (G) T 70 54 70 70 2] 68

(A) Segment sales For certain operating segments within fe Chemical Busines iclude 10094 of sales of one egquity affilate and transfers of matenals at cost and at market-based prices

(By Unallecaied and other reflects an elimination for sales for one equity affiliate offset by ro

(LB
in net icome of afliliated conpamies

(1) General umallocated income (expense

(E) Additional inceme related to nsurance rocoveries for discontinued businesses, net of .

(F)y Loss represens litigation related 0 & previously divestal business, pet of

() Comimencing in Fiseal 2004, C
stock awards under the Company's Long Ternn Incemtive F

iea paid by equity alfiliates and external shippi
winent profit s o measue usad by Cabot's aperating decision-makers to messune conselidated operating results and assess segment performance. Segment profit meludes squity
walties paid by equity afliliates, minority interest and allocated corporate costs
ludes foreden curmency iransaction gains (losses), nterest income, dividend income and certain lems.

ared handling

4 has adjusted s calealation of fally diluted shares outstanding w0 reflect the number of shares the Company could sepurchase with the assumed proceeds lrom reatricied
. Prior periods have not been adjusted bocause the adjustinent would pot have boen material
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CABOT CORPORATION CERTAIN ITEMS AND RESULTS FROM DISCONTINUED OPERATIONS - Exhibit I

The following table delineates Cabet's net Ineome and provides detall of eeraln ltems and results frem discontinued operations
forthe first quaner of fiscal 2004 and 2003 in both millien dollars pre-tax and cents per share after tax.

Perieds ended December 31 Thres Moriths
Dolars in o pre-fax, excep! as noled 2003 2003 2002 2002
[uraudted) 3 peaf share 3 par shane
Nat Incomse 5 29 § 042 § 33 35 0.48
Sartain eme and diseonlingsd Sosalions.
Restrusluring imtiatives i1} {0y - -
Sublotal af carlain ibems [} (0.0 - -
Diseortinued operations 1) (oot . .
Tolel cerlain ibems and dscontinued operatisns i1} {0.01) . .
Teotal cerlain ilems and diseontinued operations afler tax £ (N5 0O s - 3 .

The following table delineates certain items as represented In the varlous lines In Cabot's Statement of Operatlons
for the three months ended December 31, 2003 and 2002,

Fenads ended Dacamber 31 Thiea Months
Dollars in millens,_exespi per share smaunis (unaveied) 2003 2002
slatemenl ol Josrgiions Ling llem

Cosl of Sales % [ F I

Selling and admiruslralive expensas - -
FRessarch and lechnical service - -
Olier (charges) income . -

Total cefain tems pre-lax

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-2004_q1

