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Innovation drive Vision 2010

= Step up Innovation efforts:
= + &30 == 75 m.fyear innovation funding
« +=15% of yearly CAPEX for NBD
= + 250 additional Fte's
+ Boost most promising projects

~ Strengthening innovation infrastructure
= New CIO: Rob van Leen
« Corporate Innovation Centers in Geleen & Delft
+ Innovation & NBD anchored at cluster level
« EBA teams aiming at longer term
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Target: up to € 1 bn new sales by 2010 from innovation

Unlimited. Ds M

e DSM has a good track record with regard to R&D
and Innovation. As DSM wants to strengthen its
‘Specialty’ profile further, a renewed boost will be
given towards business driven R&D and
Innovation in the framework of Vision 2010.

¢ To that effect DSM distinguishes several
pathways. In the first place DSM will selectively
strengthen eleven existing innovation programs.
Innovative growth via NBD will be actively
pursued in an ‘open innovation’ model to expand
in-house capabilities. In addition thereto initiatives
will be taken to enhance the innovation efforts to
fully exploit the opportunities offered by the
‘innovation pockets’ created by the combination
of societal and technological mega trends. Four
dedicated EBA teams will be created to lay the
foundation for further innovative growth in the
future.

e [n order to enable the ambitious innovation
drive, DSM will make significant additional
resources available. Additional corporate funding

of selected innovation projects will increase by

€ 30 million in 2006 growing to € 70 million in
2010, on average € 50 million per year. The
innovation infrastructure of DSM will be
upgraded and DSM will add about 250 Fte in the
coming years. About 15% of the annual Capex
budget will be allocated to NBD acquisitions and
participations to complement and bolster internal
innovation efforts.

In total DSM aims to generate up to € 1 billion of
the total sales growth towards 2010 by accelerated
market-driven innovation projects. Further
innovative growth in the period thereafter

should be secured by creating the EBA teams,
who will explore the opportunities for innovative
solutions in the following Emerging Business
Areas (or EBAs) defined in Vision 2010 based

on a matching of DSM’s specific capabilities and
emerging unmet needs in society: Biomedical
Materials, Specialty Packaging, Personalized
Nutrition, and White Biotech.
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* A continuous loop made from
Dyneema® Purity is used to
secure the soft tissue transplant,
providing strength and stiffness

* The application of these very
strong yet soft fibers reduces
trauma to the transplant

» Takes the haze out of beer

Investor Relations

Innovation in Nutrition & Materials

» A new application for Dyneema® Purity:
Fixation of transplanted ligaments

+ Substitutes more costly chemicals
+ Mo negative effect on foam and taste

=

" wues DS

e Two recent examples of the continuous string of

innovative products of DSM which were recently
launched are shown here.

Dyneema® Purity stands for a specially
developed, high performance polyethylene fibre
technology from DSM Dyneema, made available
to the medical device industry for use in surgical
implants. Dyneema® fibres are the strongest in
the world: on a weight basis 15 times stronger
than steel. Combined with other benefits like its
high level of stiffness, fatigue resistance and
abrasion resistance, Dyneema® Purity offers an
exciting new material for consideration when
designing improved or totally new medical
devices. One of the latest applications is the use
of Dyneema® Purity in a so-called "Crosspin
System’, designed, manufactured and marketed
by ConMed Linvatec. This system is designed for
specific fixations of soft tissue transplants in
ligament reconstructions in the knee, allowing
for increased pull out strength.

One of the most common problems involving the
knee joint is the tearing of one of the cruciate
ligaments that are critical to the stability of the
knee joint. This injury commonly occurs during

sporting activities when an athlete makes an
extreme move or as the result of severe trauma
or work related injuries. Within Linvatec’s system
a continuous loop of Dyneema® Purity fibres is
used to secure the soft tissue transplant.
Advantages of Dyneema® Purity for these types of
implants relate to the very high strength, soft
feel, abrasion resistance and high modulus (i.e.
low elongation), which all lead to reduced
trauma to the graft.

DSM further harvested the fruits of the
sequencing of the Aspergillus genome. This
allows R&D to far more quickly and effectively
select new enzymes to be used in the production
of, among others, new nutritional ingredients.
Use of the above-mentioned tools led to several
new developments. One of these is a novel
enzyme, Brewers Clarex®, which was recently
introduced in the brewers market and which
prevents chill-haze in beer. Most brewers use
chemical adsorbents to remove protein or
polyphenols which cause haze after bottling of
the beer. The application of the Brewers Clarex®
enzyme is a viable alternative to prevent this
haze formation.



19

» October 2005:
« DSM acquires Syntech (China):

November 2005:

w

6-APA and Amoxillin in Toansa plant

December 2005:

v

February 2006:

3
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a % 30 million coating resins producer
MNext step in formation of JVs with NCPC (China):
Vitamin C & B12 and [i-lactam antibiotics

Doubling capacities for DSM Anti-Infectives (India):

Investment DSM Composite Resins Xinghuo (China):
50% capacity increase sizings for plastics reinforcement

Investment DSM Food Specialties Xinghuo (China):
doubling capacity process flavors savory food ingredients

>

T
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e [ncrease its presence in emerging economies in

order to capture opportunities for growth is the
second main avenue of Vision 2010. During
2005 DSM already expanded its sales outside
Europe and North America with € 200 million.
Total sales in China amounted to € 500 million
in 2005, and it is DSM’s ambition to grow sales
in China to $ 1 billion by 2010. At the same time
DSM wants to grow actively its asset base outside
Europe, and specifically in emerging countries
like China. In 2005 the DSM’s asset base outside
Europe and North America grew to € 1,400
million, an increase with 18%. Since the
publication of Vision 2010 significant progress
could be published regarding several projects in
this direction.

In October 2005 DSM concluded the acquisition
of Syntech, a well established coating resin
producer in China. This acquisition accelerates
the ambition of DSM Coating Resins to capture
growth opportunities in the fast growing Chinese
market for coating resins.

In the same month agreement was reached with
North China Pharmaceutical Company (NCPC)
on the formation of JVs for the production of
vitamin C and anti-infectives in China. Creation
of these JVs will significantly strengthen DSM’s
position with regard to these two core products.

Approval of the Chinese authorities of this
agreement is expected to be granted in the
course of 2000, after which the JVs can become
operational.

In November 2005 DSM unveiled the
investment plan to double capacities for 6-APA
(a penicillin derivative) of the existing DSM plant
in Toansa (India). This additional capacity is
specifically aimed at serving the markets in Asia
and Africa and will replace production at the
Delft site (NL) in the framework of the
restructuring plan to restore profitability of DSM
Anti-Infectives.

In December 2005 DSM Composite Resins
announced an investment project to double the
capacity of its plant for sizings in Xinghuo
(China). This additional capacity will become
operational towards the end of 2006, and will
shore DSM’s leading position in the fast growing
markets in Asia for these valuable additives for
the strengthening of plastics.

In February 2006 DSM Food Specialties
announced the doubling of the capacity of its
plant at the same site for savory process flavors
for the food industry. Also these additional
capacities will come on stream during 2006.
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Operational Excellence

Restructuring projects yield 06/07" Operational Excellence projects

* VITAL at DNP ~€50m

* Copernicus ~€25-35m
= Restructuring DA ~€ 20-25m
= Restructuring Linz site  ~€ 30-40m
= Restructuring DPP ~€ 20 m

* delta to 2005

« Excellerate - pricing/PtO

* Manufex — extended
= Apollo — complete roll-out
= Magneto - next phase

Investor Relations

~ Additional yield restructuring projects: € 120 = 170 million
in 06/07compared to 2005 results

# New initiatives Operational Excellence
Target purchasing project: € 100 m.savings in 06/07
compared to 2005 pricing levels

Unlimited. DS M

The third main avenue to accomplish the goals of
Vision 2010 is Operational Excellence.

Cost Leadership was, still is, and will remain of
utmost importance for DSM.

The continuous efforts within DSM towards
Operational Excellence have clearly contributed
to DSM’s good financial performance of 2005.
Recently a number of new projects were started
or entered in a next phase; the most important
are:

Excellerate, an Operational Excellence project to
improve standards with regard to pricing policies,
customer segmentation and PtO. This new
project was initiated 2005 and will be rolled out
in the coming years.

Manufex, this Operational Excellence project
developed standards for optimal production site
organizations. With the Copernicus project
Manufex is implemented at the Geleen site and
DSM will apply the same approach to other
production sites in the near future.

e Apollo aims to standardize business processes

within DSM worldwide, based on best practices
for Purchasing, Demand Chain Planning, Order
To Cash, Plant Maintenance, and Finance &
Control. The program brings about the
standardized use of a single SAP R/3 system.
Roll-out will be completed in the coming years.

e Magneto is the name tag of the Operational

Excellence project started in 2004 in order to
improve the purchasing functions of DSM. After
the successful completion of the first phase in
2005, a second phase was initiated with a
savings target of € 100 million compared to 2005
cost levels to be achieved in 2006/07.

DSM also extensively communicated about the
restructuring projects undertaken to restore and
strengthen underperforming activities. A number
of those restructuring projects are still in
execution; upon completion in the coming 18
months, they will generate a contribution of in
total € 120 to 170 million.
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Triple P: Safety

Frequency indices 2005 2004 A%
Lost Workdays

DSM excl. DNP 017 022 -23%
DNP 0.73 n.a.
Recordable Incidents*

DSM excl. DNP 074 088 -16%
ONP 1.49 n.a.

DSM incl. DNP 0.95

* DSM employees + contraclor personnel

Investor Relations

~ Reduction Fl__ 2001-2005: 17 %/year on average (DSM excl DNP)
= Fl,.2005 (DSM incl. DNP) new benchmark: 0.95
= Vision 2010 target: Fl _ reduction by 50% in 2010 vs 2005

Unlimited. Ds M

e The frequency index of all recordable incidents
involving both DSM employees and contractor
employees, excluding DSM Nutritional Products,
decreased by 16%. The frequency index of lost
workday cases involving DSM employees,
excluding DSM Nutritional Products, improved
by 23%.

As from 2005, DSM Nutritional Products is
officially consolidated in the safety performance
data of DSM. The frequency indices for
recordable incidents and lost workday cases for
2005, including DSM Nutritional Products, are
0.95 and 0.33 respectively. This will be the

starting-point for comparison in the coming years.

e Qver the past four years, DSM has reduced the

frequency index of all recordable incidents by
17% per year on average. Further reduction will
be increasingly difficult and will require longer
lasting efforts, which will be mainly focused on
behavior. In line with Vision 2010, DSM has
decided to set as a corporate target a 50%
reduction for all recordable incidents involving
DSM and contractor employees in 2010 relative
to 2005.
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Triple P : Environment

» 2001: 14 concrete targets set
to be achieved by 2006

remaining targets

Investor Relations

~ Relating to emissions to air, water, and soil
~ Status ult. 2005: 10 targets met or exceeded
= Concrete actions underway to meet

~ new targets set for 2010 relating to energy efficiency & emissions

Vision 2010: Retain top ranking in SHE & Sustainability

Unlimited. Ds M

e The number of non-safety incidents classified as

‘serious’ decreased from four in 2004 to three in
2005. The total number of incidents, including
Loss of Primary Containment, amounted to 501
in 2005 compared to 522 in 2004 (both figures
excluding DSM Nutritional Products). For DSM
Nutritional Products, this number was 147 in
2005. Major emission reductions were achieved
at the caprolactam plant in Nanjing, China.
Furthermore, an innovative waste water
treatment plant was built at the DSM Food
Specialties site in Seclin, France.

e Of the fourteen environmental targets set for the

period 2000-2006, ten had been achieved by the
end of 2005.

The achievements of DSM with respect to
sustainability are reflected in DSM being classed
as the global #1 in the chemicals sector in the
Dow Jones Sustainability indices in 2004 and
again in 2005, after being #1 in Europe in 2003.
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= No longer a Dutch
team only product

= Now embraced by
athletes around
the world

From discovery to market
in <2 years

PeptoProj

Investor Relations

DSM at the Torino Olympics

[ .
The Chinese Ladies speed skating team
sponsored (a.0.) by PeptoPro

Arnitel® as shock absorber in
Dutch bobsleighs

= Superior stable damping performance
from -30°to + 10° C

= Commercially applied in railcars

e DSM finds much inspiration in the continuous
drive of athletes to push their limits, DSM’s
tagline Unlimited. DSM reflects this. Also the
logo of Vision 2010 was inspired by an sport: the
Dutch 2005 world champion pole vaulting Rens
Blom, an athlete sponsored by DSM. Already for
many years DSM is one of the main sponsors of
the Dutch Olympic Teams and supports these
teams not only with money, but also with
innovation.

In 2004 DSM developed PeptoPro™, a new sport
recovery drink enriched with peptides through
the use of a novel enzyme. PeptoPro™ enable a
faster and better recovery after heavy training
and matches than the sports drinks available thus
far, which mainly contain sugar. Up till the
Olympic Games of Athens in August 2005
PeptoPro™ was exclusively made available for the

Dutch team, but since then it has started to
conquer the world. At the Torino Olympic
Winter games amongst others the Chinese ladies
speed skating team will refuel their energy levels
with PeptoPro™.

DSM assisted the Dutch bobsleigh teams that will
compete in the Olympic Winter Games in Torino
to improve the stability of their bobsleighs with
the development of tailor made shock absorbers
from Arnitel®. Application of Arnitel® dampens
vibrations from the track with more than 40%
compared to the traditional shock absorbers
made of rubber. And unlike rubber it does so in a
stable manner in a wide range of temperatures,
which further helps to improve the stability of
the bobsleigh. This grade of Arnitel® is
commercially already applied in many heavy duty
shock absorbing systems, e.g. in rail cars.
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Information about ordinary DSM shares

DSM ordinary shares (ISIN code NLOO0O0009819) are listed on the stock exchanges of Amsterdam, and on the Electronic Stock
Exchange in Switzerland (SWX). Options on DSM shares are traded on the European Option Exchange in Amsterdam. In the USA a
sponsored unlisted American Depositary Receipts program is being run via Citibank NA (Cusip 23332H 202); four ADRs represent
one ordinary DSM share.

On 5 September 2005 DSM effected a stock-split on a two-for-one basis (two new shares for one old share). The historic data in the
table below have been restated in accordance with this stock-split.

per ordinary share in € ! 2005**  2004** 2004 2003 2002 2001
net profit before exceptional items 2.87 2.09 1.76 1.11 1.69 1.81
net profit 2.68 1.41 1.25 0.62 6.04 7.25
cash flow 5.65 4.52 3.99 2.88 8.34 9.96
shareholders’ equity 27.45 25.19 23.86 23.86 24.82 20.24
dividend: 1.00 0.875 0.875 0.875 0.875 0.875
- interim dividend 0.29 0.290 0.290 0.290 0.290 0.290
- final dividend 0.71 0.585 0.585 0.585 0.585 0.585

pay-out as % of net profit before exceptional

Ttems * 32% 42% 50% 79% 54% 51%
pay-out including dividend on cumulative

preference shares as % of net profit before

exceptional items 34% 45% 53% 81% 57% 54%
pay-out as % of net profit 37% 62% 70% 143% 15% 13%
dividend yield (based on average price of an

ordinary DSM share) 3.4% 4.3% 4.3% 4.5% 3.9% 4.5%

share prices on Euronext Amsterdam:

- highest price 35.22 23.85 23.85 22.50 25.63 22.58

- lowest price 23.07 17.88 17.88 15.65 18.95 14.40
-at 31 December 34.50 23.81 23.81 19.52 21.69 20.51

x 1,000

number of ordinary shares outstanding:

-at 31 December 190,923 191,957 191,957 191,537 193,179 192,293
- average 190,783 191,617 191,617 189,430 192,935 192,180
daily trading volumes on Euronext Amsterdam:

- average 1,063 1,014 1,014 1,126 1,034 1,086

- lowest 238 26 26 130 140 47

- highest 6,563 6,494 6,494 6,540 3,864 5,538
Footnote:

*  The table is based on the annual figures published for the years concerned.

**  Figures according to IFRS. The figures for previous periods were drawn up according to Dutch GAAP.

1 In the figures per ordinary share the amounts available to holders of cumulative preference shares have been deducted from the profit and the shareholders equity.

2 The figures since 2000 were drawn up before the final dividend had been accounted for. The figures for previous years were drawn up after the final dividend had been accounted for.

3 The total pay-out, including the dividend on cumulative preference shares, amounted to 53% in 2004, 81%in 2003, 57% in 2002, 54% in 2001, 35% in 2000, 45% in 1999, 39% in 1998,
37% in 1997 and 40% in 1996.

In addition to the ordinary shares there are 44.04 million cumulative preference shares A in issue. They have a par value of

€ 1.50 and carry the same voting rights as ordinary shares. The annual dividend on these shares amounts to 6.78% of the issue
price of € 5.2942 per share. These cumulative preference shares A are held by four institutional investors in the Netherlands and
are not listed on the stock exchange.
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DISCLAIMER
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This document contains forward-looking statements. These statements are based on current expectations,

estimates and projections of DSM management and information currently available to the company. The

statements involve certain risks and uncertainties that are difficult to predict and therefore DSM does not

guarantee that its expectations will be realized. Furthermore, DSM has no obligation to update the

statements contained in this

document.








