CABOT 2

Cabot Announces First Quarter Operating Results

January 25, 2007

BOSTON, Jan 24, 2007 /PRNewswire-FirstCall via COMTEX News Network/ -- Cabot Corporation (NYSE: CBT) today announced net income of $54
million ($0.79 per diluted common share after-tax) for the first quarter of 2007. This is compared to net income of $24 million ($0.35 per diluted
common share after-tax) for the first quarter of fiscal 2006. Details of certain items included in net income are provided in the accompanying financial
tables.

In commenting on the results, Kennett F. Burnes, Cabot's Chairman and CEO, said, "We are very pleased with our first quarter financial results. They
are strong results, driven in part by our continued attention to manufacturing efficiency, cost minimization and profitable growth in emerging markets. In
addition, for the first time in nearly two years we experienced relief from carbon black feedstock costs, which positively impacted performance in both
rubber blacks and performance products. The fumed silica product line experienced significant volume growth in all market segments, high plant
utilization and lower per unit manufacturing costs due to its expansion in China. The Supermetals Business had a strong quarter primarily related to
the completion of the last of the significant long term supply contracts. Additionally, high fluid utilization in the North Sea led to increased profitability in
the Specialty Fluids Business during the quarter.”

Product Line Performance

During the quarter, per unit margins in rubber blacks and performance products increased due to price increases and lower feedstock costs. Results
reflected the favorable impact of declining feedstock costs on contracted rubber blacks volumes and the immediate recognition of lower feedstock
costs in North America. In rubber blacks, volumes were 8% higher than in the first quarter of 2006 despite lower volumes in North America resulting
from a strike at our customer, The Goodyear Tire and Rubber Company, which has since been settled. In performance products, volumes decreased
by 4% when compared to the first quarter of 2006 as many of our plastics customers delayed orders to take advantage of declining polymer prices.
Sequentially, volumes in rubber blacks and performance products were lower due to the impact of the Goodyear strike and market seasonality,
respectively, but unit margin increases and lower manufacturing conversion costs led to stronger performance in both product lines.

The inkjet colorants product line had weaker performance compared to both the first and fourth quarters of 2006. As anticipated, the product line
experienced lower volumes due to softness in the aftermarket segment and an expected inventory drawdown by one of our key OEM customers,
leading to lower sales volumes. Volumes decreased by 9% compared to the same quarter a year ago and by 18% compared to the fourth quarter of
fiscal year 2006. Additionally, higher fixed costs per unit due to lower production levels and increased costs associated with our new production line
unfavorably impacted the profitability of the product line both year over year and sequentially. During the quarter, the product line commenced
commercial sales of products for use in the high-speed inkjet printing market, in anticipation of an OEM product launch in the spring. To that end, the
product line is once again in the process of substantially expanding capacity to serve this market.

Fumed silica volumes grew by 13% when compared to the first quarter of 2006 due to strength in all market segments. Compared to the same period
in 2006, profitability improved in the product line with the successful startup of our new, lower cost, fumed silica facility in China, lower hydrogen prices
and several one-time expenses in 2006 that did not recur in 2007. Volumes decreased by 6% when compared to the fourth quarter of 2006, largely
due to seasonality. The impact of lower volumes in all market segments was more than offset by lower fixed and selling, technical and administrative
("STA") costs, leading to a slight increase in sequential profitability.

Profitability in the Supermetals Business increased when compared to both the first and fourth quarters of 2006. When compared to the same period
of 2006, the Business experienced lower contracted volumes and lower pricing due to the continued transition from contracted to market based sales,
partially offset by higher market volumes. Despite these changes, profitability improved versus the same quarter in the prior year as manufacturing and
STA expenses were significantly reduced and certain unusual manufacturing related costs did not recur in the first quarter of 2007. Sequentially,
profitability increased due to higher contracted volumes related to the completion of the last significant long term supply contract, which more than
offset higher ore costs.

The Specialty Fluids Business had a strong quarter, with increases in profitability when compared to both the first and fourth quarters of 2006. An
increase in rental days and volume of fluid sold combined to improve fluid utilization rates both year over year and sequentially.

Outlook

With respect to the future, Burnes said, "We anticipate overall demand in our core businesses to remain solid, particularly in emerging regions where
our new capacity is concentrated. Specifically, carbon black demand appears strong in all regions outside of North America, we anticipate that fumed
metal oxides will continue its trend of volume growth and strong plant utilization for at least the next six months, and we remain optimistic about the
continuation of strong market volumes in the Supermetals Business. In inkjet colorants we believe we will return to a more normal level of growth in the
small office home office ("SOHO") market through the remainder of the year and we remain optimistic regarding the prospects for growth in the use of
our products in the high-speed inkjet market. In Specialty Fluids, we continue to see gradual progress in the acceptance of formates for use in wells
outside of the North Sea and remain optimistic about the prospects for this Business. However, we remain concerned regarding the balance of
capacity and demand in the North American carbon black market, and the impact that this excess capacity will have on our margins.

Some of the benefits we experienced during the first quarter, however, are unlikely to be sustained over the full year. The positive impact of declining
feedstock costs on our rubber blacks contracted business will be weaker unless carbon black feedstock prices continue to fall. In addition, the last of
our significant long term supply contracts in the Supermetals Business expired in December of 2006. In aggregate, we believe that these positively
impacted our earnings for the first quarter by $0.20-$0.25 per diluted common share after- tax."



For those interested in more detailed information regarding Cabot's first quarter fiscal year 2007 results, please see the Supplemental Business
Information available on the Company's website in the Investor Relations section: http://investor.cabot-corp.com. Further details concerning certain
items are included in Exhibit | of the press release.

Included above are forward-looking statements relating to management's expectations regarding demand for our products; our overall business
performance and prospects; growth of markets for inkjet colorants; our ability to replace lost contract volumes with open market volumes in the
Supermetals Business and maintain that Business's profitability; utilization of new capacity for fumed metal oxides; acceptance of our cesium formate
drilling fluids outside of the North Sea; carbon black feedstock prices; and the balance of capacity and demand in the North American carbon black
market. The following are some of the factors that could cause Cabot's actual results to differ materially from those expressed in the forward-looking
statements: changes in feedstock costs; lower than expected demand for our products; our inability to maintain cost savings from restructuring
activities; our inability to maintain and grow our position in the small office, home office printing market and to participate in the growth in emerging
inkjet applications; unexpected delays in drilling operations at wells recently awarded to the Specialty Fluids Business and the success of this
Business in gaining wider acceptance by the energy industry of cesium formate as a drilling fluid and to penetrate new markets (including development
of the required logistics to reach remote markets); and the timely customer acceptance of products from recent capacity expansion projects. Other
factors and risks are discussed in the Company's 2006 Annual Report on Form 10-K filed with the Securities and Exchange Commission.

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.

Contact: Susannah R. Robinson
Director, Investor Relations
(617) 342-6129

CABOT CORPORATI ON CONSCLI DATED STATEMENTS OF OPERATI ONS

Peri ods ended Decenber 31 Three Mont hs
Dollars in mllions, except per share
anount s (unaudi t ed) 2006 2005
Net sal es and ot her operating revenues $655 $587
Cost of sales 506 481
Goss profit 149 106
Selling and adm ni strative expenses 54 58
Research and techni cal expenses 15 13
I ncome from operations 80 35

G her incone and expense

Interest and dividend i ncone 2 2
I nterest expense (9) (6)
Q her incone (expense) 2 (4)
Total other incone and expense (5) (8)

I nconme from continuing operations

before i ncome taxes 75 27
Provi sion for income taxes (19) (4)
Equity in net incone of affiliated

conpani es, net of tax 3 3
Mnority interest in net incone, net of tax (5) (4)
I ncone from continui ng operations 54 22

Cumul ative effect of accounting change,

net of tax - 2
Net i ncone 54 24
Di vidends on preferred stock - (1)
I ncone avail able to cormon shares $54 $23

Di |l uted earnings per share of comon stock

I ncome from continuing operations $0. 79 $0. 31

Cunmul ative effect of accounting

change - 0.04
Net incone $0. 79 $0. 35

Wi ght ed average conmon shares



out st andi ng
D | uted 69 68

CABOT CORPCRATI ON SUMMARY RESULTS BY SEGVENTS

Peri ods ended Decenber 31 Three Mont hs

Dollars in mllions, except per share

armount s (unaudi t ed) 2006 2005

SALES

Car bon Bl ack Business (A) $485 $419
Rubber bl acks 351 298
Per f or mance products 123 109
I nkj et col orants 10 11
Superior M cr oPowders 1 1

Met al Oxi des Busi ness 65 57
Furred met al oxi des 65 57
Aer ogel - -

Super net al s Busi ness 77 93

Speci alty Fl uids Busi ness 16 10
Segnent sal es 643 579

Unal | ocat ed and ot her (B) 12 8
Net sal es and ot her operating
r evenues $655 $587

SEGQVENT PROFI T

Carbon Bl ack Busi ness $54 $21
Met al Oxi des Busi ness 9 2
Super net al s Busi ness 16 11
Speci al ty F uids Busi ness 8 4
Total Segment Profit (O 87 38

I nterest expense (9) (6)
General unal |l ocated expense (D) - (2)
Less: Equity in net income of

affiliated conpani es, net of tax (3) (3)
I ncome from continuing operations

bef ore i ncone taxes 75 27
Provision for incone taxes (19) (4)
Equity in net incone of affiliated

conpani es, net of tax 3 3
Mnority interest in net incone, net

of tax (5) (4)

I ncome from continui ng operations 54 22

Cunul ative effect of accounting

change, net of tax (E) - 2
Net incone 54 24
Di vidends on preferred stock - (1)
I ncome avail able to common shares $54 $23

Di | uted earnings per share of common stock

I ncome from continuing operations $0. 79 $0. 31
Cunmul ative effect of accounting

change (E) - 0.04
Net incone $0. 79 $0. 35

Wi ght ed average conmmon shares
out st andi ng
Di | uted 69 68

(A) Segnent sales for certain operating segnents w thin the Carbon Bl ack



Busi ness include 100% of sales of one equity affiliate at cost and at
mar ket - based prices.

(B) Unallocated and other reflects an elimnation for sales of one equity
affiliate offset by royalties paid by equity affiliates and external
shi ppi ng and handl i ng fees.

(O Segment profit is a neasure used by Cabot's operating decisi on-makers
to nmeasure consolidated operating results and assess segment
performance. Segnent profit includes equity in net income of
affiliated conpanies and excludes royalties paid by equity affiliates,
mnority interest and allocated corporate costs.

(D) General unallocated expense includes foreign currency transaction
gains (losses), interest income, dividend i nconme, and the certain
items listed in Exhibit I.

(E) CQumul ative benefit of accounting change for inplenentation of FAS
123( R).

CABOT CORPORATI ON CONDENSED CONSCLI DATED FI NANCI AL PCSI Tl ON

Decenber 31, Sept enber 30,
2006 2006
Dollars in mllions, except share and (unaudi t ed) (audi t ed)
per share anounts
Current assets:
Cash and cash equival ents $183 $189
Short-term nmarket abl e securities 31 1
Accounts and notes receivabl e, net
of reserve for doubtful accounts
of $7 and $6 538 534
I nventori es:
Raw naterial s 124 131
Wrrk in process 106 109
Fi ni shed goods 153 139
C her 44 41
Total inventories 427 420
Prepai d expenses and other current assets 93 75
Def erred i ncome taxes 35 36
Total current assets 1, 307 1, 255
| nvest nent s:
Equity affiliates 59 59
Long-term mar ket abl e securities and
cost investnments 3 3
Total investnents 62 62
Property, plant and equi pnent 2,584 2,531
Accurul at ed depreci ati on and
anortization (1, 620) (1, 567)
Net property, plant and equi pnent 964 964
QO her assets:
Goodwi | | 32 31
I ntangi bl e assets, net of
accumnul ated anortization of $10 and $10 4 5
Assets held for rent 40 40
Deferred income taxes 99 100
Q her assets 82 77

Total other assets 257 253



Total assets $2, 590 $2, 534
CABOT CORPORATI ON CONDENSED CONSOLI DATED FI NANCI AL POSI TI ON
Decenber 31, Sept enber 30,
2006 2006
Dollars in mllions, except share and (unaudi t ed) (audi t ed)
per share anounts
Current liabilities:
Not es payabl e t o banks $69 $58
Account s payabl e and accrued
liabilities 355 384
I ncone taxes payabl e 39 27
Def erred i ncome taxes 2 2
Current portion of |ong-term debt 48 34
Total current liabilities 513 505
Long-t er m debt 437 459
Def erred income taxes 20 20
Gher liabilities 287 286
Mnority interest 72 68
St ockhol ders' equity:
Preferred stock:
Aut hori zed: 2,000,000 shares of
$1 par value Series B ESOP Convertible
Preferred Stock 7.75% Cunul ati ve,
Aut hori zed: 200, 000 shares | ssued and
out standi ng: 34, 714 and 38, 734 shares
(aggregate redenption value of $35 and $39) 52 56
Less cost of 17,161 shares of
preferred treasury stock (38) (38)
Common st ock:
Aut hori zed: 200, 000, 000 shares
of $1 par val ue Issued and outstandi ng:
64,207,914 and 63, 432, 651 64 64
Less cost of 146,389 shares of
common treasury stock (5) (5)
Addi tional paid-in capital 23 7
Ret ai ned ear ni ngs 1, 202 1, 160
Def erred enpl oyee benefits (37) (38)
Not es receivable for restricted stock (19) (20)
Accunul at ed ot her conprehensi ve i ncone 19 10
Total stockhol ders' equity 1, 261 1,196
Total liabilities and stockhol ders' equity $2, 590 $2, 534
CABOT CORPORATI ON
Fi scal 2006
In mllions,
except per share anounts
(unaudi t ed) Dec.Q Mar.Q June Q Sept.Q FY
Sal es
Carbon Bl ack Busi ness (A) $419 $476  $514  $508 $1,917
Rubber bl acks 298 346 367 367 1,378
Per f or mance products 109 117 134 128 488
I nkj et colorants 11 12 12 12 47



Superior M croPowders 1 1 1 1 4

Met al Oxi des Busi ness 57 62 66 69 254
Funmed netal oxides 57 62 65 69 253
Aer ogel - - 1 - 1

Super et al s Busi ness 93 67 66 66 292

Speci alty Fluids Business 10 11 12 11 44
Segnent Sal es 579 616 658 654 2,507

Unal | ocat ed and ot her (B) 8 11 8 9 36

Net sal es and other operating revenues $587 $627 $666 $663 $2,543

Segnent Profit

Car bon Bl ack Busi ness(C) $21 $26 $23 $31 $101
Met al Oxi des Busi ness(C) 2 5 6 9 22
Super et al s Busi ness 11 12 9 9 41
Specialty Fl uids 4 4 5 3 16
Total Segnent Profit (D) 38 47 43 52 180

I ncore from operations

I nterest expense (6) (7) (6) (8) (27)
CGeneral unal |l ocated expense (E) (2) (24) (2) (16) (44)
Less: Equity in net inconme of

affiliated conmpani es, net of tax (3) (4) (1) (4) (12)
I ncone from continuing operations

bef ore i ncome taxes 27 12 34 24 97
(Provision) benefit for income taxes (4) (1) (8) 4 (9)
Equity in net incone of affiliated

conpani es, net of tax 3 4 1 4 12
Mnority interest in net incone, net

of tax (4) (3) (2) (3) (12)
Net income from continuing operations 22 12 25 29 88
Cunul ative effect of accounting

changes, net of taxes (F) 2 - - (4) (2)
Di sconti nued operations (G - - - 2 2
Net income 24 12 25 27 88
Di vi dends on preferred stock, net of

tax benefit (1) - (1) - (2)

Net incone available to comon
shares $23 $12 $24 $27 $86

Net income per common share
Net incone fromcontinuing operations $0.31 $0.17 $0.37 $0.43 $1.28
Cumul ative effects of accounting

changes (F) 0.04 - - (0.07) (0.03)
Di scontinued operations (Q - - - 0. 03 0. 03
Net incone (I oss) $0.35 $0.17 $0.37 $0.39 $1.28

Wi ght ed average conmon shares
out st andi ng
D | uted 68 69 69 68 68

CABOT CCORPORATI ON

Fi scal 2007
In mllions,
except per share anounts
(unaudi t ed) Dec. Q Mar. Q June Q Sept. Q FY
Sal es
Carbon Bl ack Busi ness (A) $485

Rubber bl acks 351



Per f or mance products 123

I nkj et colorants 10
Superior M croPowders 1
Met al Oxi des Busi ness 65
Fumed netal oxides 65
Aer ogel -
Super et al s Busi ness 77
Speci alty Fl ui ds Busi ness 16
Segment Sal es 643
Unal | ocat ed and ot her (B) 12

Net sal es and ot her operating
revenues $655

Segnent Profit

Car bon Bl ack Busi ness(C) $54
Met al Oxi des Busi ness(Q) 9
Super net al s Busi ness 16
Speci alty Fl uids 8

Total Segment Profit (D) 87

I ncore from operations

I nterest expense (9)
CGeneral unall ocated expense (E) -
Less: Equity in net incone of

affiliated conpanies, net of tax (3)

I ncome from continuing operations

bef ore i ncone taxes 75
(Provision) benefit for incone taxes (19)
Equity in net incone of affiliated

conpani es, net of tax 3
Mnority interest in net incone, net
of tax (5)

Net incone from conti nuing

oper at i ons 54
Cunul ative effect of accounting

changes, net of taxes (F) -
Di sconti nued operations (G -

Net incone 54
Di vi dends on preferred stock, net of
tax benefit -

Net incone available to common
shares $54

Net incone per common share

Net income from continui ng

oper ati ons $0. 79
Cumul ative effects of accounting

changes (F) -
Di sconti nued operations (Q -
Net incone (| oss) $0. 79
Wi ght ed average conmon shares

out st andi ng
D | uted 69

(A) Segnment sales for certain operating segments within the Carbon Bl ack
Busi ness include 100% of sales of one equity affiliate at narket-based
prices.

(B) Unall ocated and other reflects an elimnation for sales for one equity
affiliate offset by royalties paid by equity affiliates and external
shi ppi ng and handling fees.



(C© The fourth quarter and fiscal year end 2006 anounts include a

reclassification of $4 mllion of profit fromthe Carbon Bl ack segnent

to the Metal Oxides segment. This reclassification was deenmed to be
immaterial for purposes of the annual segnent reporting in the
Sept enber 30, 2006 consolidated financial statenents.

(D) Segment profit is a neasure used by Cabot's operating deci si on-nmakers

to nmeasure consolidated operating results and assess segnent
performance. Segnent profit includes equity in net inconme of
affiliated conpanies, royalties paid by equity affiliates, mnority
interest and all ocated corporate costs.

(E) General unallocated expense includes foreign currency transaction
gains (losses), interest incone, dividend incone and certain itens

listed in Exhibit |I. These amounts al so include the $27 million
settl enment payment to the Sons of Gaalia in the second quarter of
2006.

(F) Amounts relate to the cumul ative benefit resulting fromthe adoption
of FAS 123( R) in the first quarter of 2006 of $0.04 and the

cunul ati ve expense resulting fromthe adoption of FIN 47 in the fourth

quarter of 2006 of ($0.07).
(G Amunt relates to a favorable tax settlement recognized during the
period fromour discontinued |iquified natural gas business.

CABOT CORPORATI ON  CERTAIN | TEMS - Exhibit |

Peri ods ended Decenber 31 Three Mnt hs
Dollars in mllions, except per share
armount s (unaudi t ed) 2006 2006 2005 2005
$ per $ per
share(A) share(A)

Certain itens before incone taxes

Restructuring initiatives - d obal $(2) $(0.02) $-
Restructuring initiatives - Altona (1) (0.01) (1) (0.01)
Cost reduction initiatives - - (1) (0.01)

Total certain itens (3) (0.03) (2) (0.02)

Cunul ative effect of accounting

change (B) - - 4 0.04
Total certain itens and cunul ative
effect of accounting change (3) (0.03) 2 0.02

Tax inpact of certain itens and
cunul ative effect of accounting
change 1 - (1) -

Total certain items and cunul ative
ef fect of accounting change, after
t ax $(2) $(0. 03) $1 $0. 02

Peri ods ended Decenber 31 Three Mont hs

Dollars in mllions, except per share

amount s (unaudi t ed) 2006 2005

Statenment of Operations Line Item

Cost of sales $ 2 $-

Sel ling and adm nistrative expenses 1 2
Total certain itens $3 $2

Peri ods ended Decenber 31 Three Mont hs
Dollars in mllions, except per share

amount s (unaudi t ed) 2006 2005
Certain itens by Segnent



Car bon Bl ack Busi ness $3 $1
Super net al s Busi ness - 1
Total certain itens $3 $2

(A) Per share anopunts are cal cul ated after tax.
(B) Curul ative benefit of accounting change frominpl enentation of FAS
123( R).

SOURCE Cabot Corporation

Susannah R. Robinson
Director, Investor Relations
Cabot Corporation
1-617-342-6129

Click here for financial tables

Click here for supplemental business information

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


http://media.corporate-ir.net/media_files/irol/94/94559/tables_q107.pdf
http://media.corporate-ir.net/media_files/irol/94/94559/sbi_q107.pdf
http://media.corporate-ir.net/media_files/irol/94/94559/sbi_q107.pdf

