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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange
Act. Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer x Non-accelerated filer ~
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The aggregate market value of the registrant s common stock (its only voting stock and common equity) held by non-affiliates of the registrant as
of March 31, 2007 was approximately $526,792,393 based upon the closing sale price of the common stock on the Nasdaq Global Market
(Reference is made to Part II, Item 5 herein for a statement of assumptions upon which this calculation is based).

As of December 5, 2007 there were 53,269,669 shares of the registrant s common stock, without par value, outstanding.
Documents Incorporated by Reference

Portions of the registrant s Proxy Statement for the 2008 Annual Shareholders Meeting to be filed on or about January 3, 2008 are incorporated
by reference into Part II, Item 5 and Part III, Items 10, 11, 12, 13 and 14 herein of this Report. Such Proxy Statement, except for the parts therein
which have been specifically incorporated by reference, shall not be deemed filed for the purposes of this Report on Form 10-K.
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PARTI
Forward-Looking Statements

In addition to historical information, this filing contains statements relating to future events or our future results. These statements are
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the Securities Act ) and Section 21E of
the Securities Exchange Act of 1934, as amended (the Exchange Act ), and are subject to the safe harbor provisions created by statute. Such
forward-looking statements include, but are not limited to, statements that relate to our future revenue, product development, demand forecasts,
competitiveness, operating expenses, cash flows, profitability, gross margins, and benefits expected as a result of (among other factors):

projected growth rates in the overall semiconductor industry, the semiconductor assembly equipment market, and the market for
semiconductor packaging materials; and

projected demand for wire and die bonder equipment and packaging materials.
Generally, words such as may, will,  should, could, anticipate, expect, intend, estimate, plan, continue, goal and believe,
other variations on these and other similar expressions identify forward-looking statements. These forward-looking statements are made only as
of the date of this filing. We do not undertake to update or revise the forward-looking statements, whether as a result of new information, future
events or otherwise.

Forward-looking statements are based on current expectations and involve risks and uncertainties and our future results could differ
significantly from those expressed or implied by our forward-looking statements. These risks and uncertainties include, without limitation, those
described below and under the heading Risk Factors within our reports and registration statements filed from time to time with the Securities
and Exchange Commission. This discussion should be read in conjunction with the Consolidated Financial Statements and Notes included in
this report.

We operate in a rapidly changing and competitive environment. New risks emerge from time to time and it is not possible for us to predict all
risks that may affect us. Future events and actual results, performance and achievements could differ materially from those set forth in,
contemplated by or underlying the forward-looking statements, which speak only as of the date on which they were made. Except as required by
law, we assume no obligation to update or revise any forward-looking statement to reflect actual results or changes in, or additions to, the
factors affecting such forward-looking statements. Given those risks and uncertainties, investors should not place undue reliance on
forward-looking statements as prediction of actual results.

Item 1. BUSINESS

Kulicke and Soffa Industries, Inc. ( K&S orthe Company ) designs, manufactures and markets capital equipment and packaging materials as well
as services, maintains, repairs and upgrades equipment, all used to assemble semiconductor devices. We are currently the world s leading

supplier of semiconductor wire bonding assembly equipment, according to VLSI Research, Inc. Our business is divided into two product

segments:

equipment, and

packaging materials.
We believe we are the only major supplier to the semiconductor assembly industry that provides customers with semiconductor die bonding and
wire bonding equipment along with many of the complementary packaging materials. In addition, we believe the ability to control both the
equipment and packaging material assembly-related products provides us with a significant competitive advantage and should allow us to
develop system solutions to the new technology challenges inherent in assembling and packaging next-generation semiconductor devices.
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On November 3, 2006, we completed the acquisition of Alphasem, a leading supplier of die bonder equipment, from Dover Technologies
International, Inc., a subsidiary of Dover Corporation. The consideration for the acquisition was approximately $29.3 million in cash including
capitalized acquisition costs and after working capital adjustments. Alphasem is included in our Equipment segment.
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Our goal is to be both the technology leader and the lowest cost supplier in each of our major lines of business. Accordingly, we continue to
lower our cost structure by consolidating operations, moving certain of our manufacturing to Asia, moving a portion of our supply chain to lower
cost suppliers and designing higher performing, lower cost equipment. Cost reduction efforts are an important part of our normal ongoing
operations and we expect to continue to further drive down our cost structure, while not diminishing our product quality.

Unless otherwise indicated, amounts provided throughout this Form 10-K relate to continuing operations only.

K&S was incorporated in Pennsylvania in 1956. Our principal offices are located at 1005 Virginia Drive, Fort Washington, Pennsylvania 19034
and our telephone number is (215) 784-6000. We maintain a website with the address www.kns.com. We are not including the information
contained on our website as a part of, or incorporating it by reference into, this filing. We make available free of charge (other than an investor s
own Internet access charges) on or through our website our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on

Form 8-K, and any amendments to these reports, as soon as reasonably practicable after the material is electronically filed with or otherwise
furnished to the Securities and Exchange Commission ( SEC ). Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K, and amendments to those reports are also available on the SEC website at www.sec.gov.

The fiscal year end for fiscal 2005, 2006 and 2007 was September 30, 2005, September 30, 2006 and September 29, 2007, respectively.
Products and Services

We offer a range of bonding equipment and packaging materials. The table below reflects net revenue for each business segment for fiscal 2005,
2006 and 2007:

Fiscal
(in thousands) 2005 2006 2007
Equipment $201,608 $319,788 $ 316,718
Packaging Materials 273,934 376,523 383,686
Total $475,542 $696,311 $700,404

Our equipment sales have been, and are expected to remain, highly volatile due to the semiconductor industry s need for new capability and
capacity. Packaging Materials unit sales tend to be less volatile, following the trend of total semiconductor unit production; however,
fluctuations in gold prices, which are included in our Packaging Materials segment, can have a significant impact on Packaging Material net
revenues.

See Note 12 to our Consolidated Financial Statements, included in Item 8 of this report, for financial results by business segment and sales by
geographic location.

Equipment

We manufacture and market a line of wire bonders and die bonders. Wire bonders are used to connect very fine wires, typically made of gold,
aluminum or copper, between the bond pads of the die and the leads on its package. Die bonders are used to attach a semiconductor device, or
die, to the package which will house the device. We believe our equipment offers competitive advantages by providing customers with high
productivity/throughput and superior package quality/process control. In particular, our wire bonding equipment is capable of performing very
fine pitch bonding as well as creating the sophisticated wire loop shapes that are needed in the assembly of advanced semiconductor packages.
Our principal products are:

Integrated Circuit ( IC ) Ball Bonders

Automatic IC ball bonders represent a majority of our semiconductor equipment business. As part of our competitive strategy, we seek to
continually improve our models and periodically introduce new or improved models of our IC ball bonders. Each new or improved model is
designed to increase both productivity and process capability compared to the predecessor model. Our current models, Maxum Ultra and Maxum
Elite ball bonders improved productivity by approximately 10% over their predecessor models and offer various other performance
improvements.
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IC Die Bonders

In November 2006, we acquired the Alphasem die bonder product lines, consisting of the SwissLine and EasyLine models. Die bonders are used
by our existing wire bonder customers. We expect to utilize the same competitive strategy as we use for our wire bonder business, including
developing new models which both improve the productivity of the die bonders and increase the size of the market served by the new models.

Specialty Die Bonders

Our die bonder product line also includes a series of specialty bonders, consisting of several equipment models based on our die bonder
platform. These models are used for various assembly processes including, but not limited to: die sorting, power device assembly, and
microelectromechanical systems (MEMS) assembly.

Specialty Wire Bonders

Our wire bonders target specific markets. Our Model 8098 targets the large area ball bonder market and is designed for wire bonding hybrid
applications, chip on board applications, and other large area applications. We offer a wafer stud bumper, the AT Premier. The AT Premier is
targeted for gold-to-gold interconnect in the flip chip market. With industry-leading speed and technology, we believe our machine lowers the
cost of ownership for stud bumping, enabling a wider range of applications than previously served. We also manufacture and market a line of
manual wire bonders.

Packaging Materials

We manufacture and market a range of semiconductor packaging materials and expendable tools for the semiconductor packaging and assembly
market. Our packaging materials are designed for use on both our own and our competitors assembly equipment. A wire bonder uses a capillary
or wedge tool and bonding wire much like a sewing machine uses a needle and thread. Our principal products are:

Bonding Wire

We manufacture gold, aluminum and copper wire used in the wire bonding process. This wire is bonded to the chip surface and package
substrate by the wire bonder and becomes a permanent part of the semiconductor package. We produce wire in a large array of materials,
diameters, properties and packaging to satisfy a wide range of ball bonding, wedge bonding and wafer/stud bumping applications.

Expendable Tools

Our expendable tools include a wide variety of capillaries, wedges, die collets and wafer saw blades. These tools are developed for a broad range
of applications, providing end-to-end solutions for our customers. Capillaries and wedges attach the wire to the semiconductor chip, guide the
wire during loop formation, attach the wire to the package substrate and finally cut the wire allowing the bonding process to be repeated. Die
collets are used on die bonding equipment to pick up and place die onto lead frames or substrates. Saw blades are used to cut silicon wafers into
individual semiconductor die.

Customers

Our major customers include large semiconductor manufacturers and their subcontract assemblers and vertically integrated manufacturers of
electronic systems. Customers may vary from year-to-year based on their capital investment and operating expense budgets, and overall industry
trends.
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The following chart reflects our top ten end-use customers, based on net revenue, for each of the last three fiscal years:

Fiscal 2005 Fiscal 2006 Fiscal 2007

1. Advanced Semiconductor 1. Advanced Semiconductor Engineering* 1. Advanced Semiconductor
Engineering* Engineering*

2. ST Microelectronics* 2. ST Microelectronics* 2. ST Microelectronics*

Siliconware Precision Industries 3. STATS ChipPAC 3. Siliconware Precision Industries, Ltd.

4. Infineon Technologies 4. Siliconware Precision Industries 4. Infineon Technologies

5. Intel 5. Texas Instruments 5. United Test and Assembly Center

6. STATS ChipPAC 6. Infineon Technologies 6. Amkor Technology Inc.

7. Samsung 7. United Test and Assembly Center 7. STATS ChipPAC

8. Advanced Micro Devices 8. Spansion 8. Samsung

9. National Semiconductor 9. Samsung 9. Hynix Semiconductor Inc.
10.  Amkor Technologies 10. National Semiconductor 10. Spansion LLC

* Accounted for more than 10% of total fiscal year net revenue.

We believe developing long-term relationships with our customers is critical to our success. By establishing these relationships with
semiconductor manufacturers, semiconductor subcontract assemblers, and vertically integrated manufacturers of electronic systems, we gain
insight into our customers future IC packaging strategies. This insight assists us in our efforts to develop material, equipment, and process
solutions that address our customers future assembly requirements.

International Operations

Our customers are primarily located in or have operations in the Asia/Pacific region. Approximately 95%, 93% and 96% of our fiscal 2005,
2006 and 2007 net revenues, respectively, were to customer locations outside of the United States, and we expect sales outside of the United
States will continue to represent a substantial majority of our future revenues.

For a discussion of our financial information about geographic areas, see our Consolidated Financial Statements and corresponding Notes
included in Item 8 of this report.

Sales and Customer Support

We believe providing comprehensive worldwide sales, service, training, and support are important competitive factors in the semiconductor
equipment industry, and we manage these functions through our global customer operations group. We rely on a combination of a direct sales
force, manufacturers representatives and distributors for the sale of our various product lines. We provide timely customer service and support
by positioning our service representatives near customer facilities, which provides customers with the ability to place orders locally and to deal
with service and support personnel who speak the customer s language and are familiar with local country practices. In order to support our
customers whose semiconductor assembly operations are located primarily outside of the United States, we have sales, service, and support
personnel based in China, Japan, Korea, Malaysia, the Philippines, Singapore, Switzerland, Taiwan, Thailand, and throughout Europe, and
applications labs in China, Israel, Japan, Singapore, Switzerland and Taiwan. We integrated the die bonder business sales and customer support
during the second half of fiscal 2007.

Backlog

The following table reflects our backlog as of September 30, 2006 and September 29, 2007:
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As of
(in thousands) September 30, 2006 September 29, 2007
Backlog $ 56,000 $ 105,000

Our backlog consists of customer orders that are scheduled for shipment within the next 12 months. A majority of our orders are subject to
cancellation or deferral by the customer with limited or no penalties. Also, customer demand for our products
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can vary dramatically without prior notice. Because of the volatility of customer demand, possibility of customer changes in delivery schedules
or cancellations and potential delays in product shipments, our backlog as of any particular date may not be indicative of revenue for any
succeeding period.

Manufacturing

We believe excellence in manufacturing can create a competitive advantage, both through lower costs and superior responsiveness. In order to
achieve these goals, we seek to manage our manufacturing operations through a single organization and believe fewer, larger factories take
advantage of economies of scale and result in cost savings through lower manufacturing costs.

Equipment

Our equipment manufacturing activities consist primarily of integrating outsourced parts and subassemblies and testing finished products to
customer specifications. During fiscal 2006 and 2007, most of our wire bonder manufacturing took place in Singapore, with a small number of
machines built in the U.S. Our die bonder manufacturing took place in Switzerland and Suzhou, China. We believe the outsourcing
manufacturing model enables us to minimize our fixed costs and capital expenditures and focus on product differentiation through technology
innovations in system design and manufacturing quality control. Just-in-time inventory management has reduced our manufacturing cycle times
and reduced our on-hand inventory requirements. We have ISO 9001 certification for our equipment manufacturing facilities in Singapore,
Switzerland and China, and we have ISO 14001 certifications for our equipment manufacturing facilities in Singapore and China.

Packaging Materials

We manufacture expendable tools at facilities in Yokneam, Israel and Suzhou, China, and bonding wire at facilities in Singapore and Thalwil,
Switzerland. We manufacture blades for wafer sawing in Suzhou, China. Our facilities have the following certifications:

bonding wire facility in Switzerland - ISO 9001

bonding wire facility in Singapore - QS9000 and ISO 14001

bonding tools facility in Yokneam, Israel - ISO 9001 and ISO 14001

bonding tools and dicing blades facility in Suzhou, China - ISO 9001 and ISO 14001 certifications.
Research and Product Development

Many of our customers generate technology roadmaps describing the future manufacturing capability requirements needed to support their
product development plans. Our research and product development activities are organized so that our products anticipate our customers
requirements. This can happen either through continuous improvement of our existing products, including upgrades for products already
installed in customers facilities, or through the creation of next-generation products. Examples of our continuous improvement strategy include
the Maxum Elite and Maxum Ultra wire bonders and our DuraCap line of bonding tools. Major next-generation development programs are
underway for our wire bonders and die bonders. Whether we proceed via continuous improvement, or via next-generation technology
development, our goal is technology leadership in each of our major product lines.

Research and development expense was $28.5 million, $37.7 million, and $50.7 million during fiscal 2005, 2006 and 2007, respectively.
Research and development expenses during fiscal 2007 included our die bonder business.

Intellectual Property

Where circumstances warrant, we seek to obtain patents on inventions governing new products and processes developed as part of our ongoing
research, engineering, and manufacturing activities. We currently hold a number of United States patents, some of which have foreign
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counterparts. We believe the duration of our patents generally exceeds the life cycles of the technologies disclosed and claimed in the patents.
Additionally, we believe much of our important technology resides in our trade secrets and proprietary software.
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The market for semiconductor equipment and packaging materials products is intensely competitive. Significant competitive factors in the
semiconductor equipment market include price, as well as speed/throughput, production yield, process control, and customer support, each of
which contribute to lower the overall cost per package being manufactured. Our major equipment competitors include:

Wire bonders: ASM Pacific Technology and Shinkawa

Die Bonders: ASM Pacific Technology, ESEC, Renesas and Shinkawa
Significant competitive factors in the semiconductor packaging materials industry include performance, price, delivery, product life, and quality.
Our significant packaging materials competitors include:

Bonding tools: CoorsTek, PECO and Small Precision Tools, Inc.

Saw blades: Disco Corporation

Bonding wire: Heraeus, Nippon Metal, Sumitomo Metal Mining and Tanaka Electronic Industries.
In each of the markets we serve, we face competition and the threat of competition from established competitors and potential new entrants,
some of which may have greater financial, engineering, manufacturing, and marketing resources. Some of our competitors are Asian and
European companies that have, and may continue to have, an advantage over us in supplying products to local customers. Many of these local
customers appear to prefer to purchase from local suppliers, without regard to other considerations.

Environmental Matters

We are subject to various federal, state, local and foreign laws and regulations governing, among other things, the generation, storage, use,
emission, discharge, transportation and disposal of hazardous materials and the health and safety of our employees. In addition, we are subject to
environmental laws which may require investigation and cleanup of any contamination at facilities we own or operate or at third party waste
disposal sites we use or have used. These laws could impose liability upon us even if we did not know of, or were not responsible for, the
contamination.

We have in the past and will in the future incur costs to comply with environmental laws. We are not, however, currently aware of any material
costs or liabilities relating to environmental matters, including any claims or actions under environmental laws or obligations to perform any
cleanups at any of our facilities or any third party waste disposal sites, that we expect to have a material adverse effect on our business, financial
condition or operating results. It is possible however, that material environmental costs or liabilities may arise in the future.

Employees

As of September 29, 2007, we had 2,646 regular full-time employees and 257 temporary and contract workers worldwide. Our bonding wire
employees in Singapore are represented by a labor union. We believe our employee relations to be good and that our future success will depend
in part on our continued ability to hire and retain qualified management, marketing and technical employees.
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Executive Officers of the Company

The following table sets forth certain information regarding the executive officers of the Company as of September 29, 2007. Our executive
officers are appointed by and serve at the discretion of the Board of Directors.

First Became an Officer

Name Age (calendar year) Position

C. Scott Kulicke 58 1976 Chairman of the Board of Directors and Chief Executive Officer

Charles Salmons 52 1992 Senior Vice President, Acquisition Integration

Jagdish (Jack) G. Belani 54 1999 Senior Vice President of Packaging Materials segment and
Corporate Marketing

Maurice E. Carson 50 2003 Senior Vice President and Chief Financial Officer

Bruce Griffing 57 2004 Vice President, Engineering

Christian Rheault 42 2005 Senior Vice President, Equipment segment

C. Scott Kulicke has served as Chief Executive Officer since 1979 and Chairman of the Board of Directors since 1984. His present term as a
director expires in 2011. Mr. Kulicke earned a Bachelor of Science degree in Economics from the Wharton School of Business of the University
of Pennsylvania.

Charles Salmons has served as Senior Vice President, Acquisition Integration since September 2006, after serving as Senior Vice President,
Wafer Test (November 2004-September 2006), Senior Vice President, Product Development (September 2002-November 2004), Senior Vice
President Operations (1999 to 2004), General Manager, Wire Bonder operations (1998-1999), and Vice President of Operations (1994-1998).
Mr. Salmons earned a Masters in Business Administration degree from LaSalle University.

Jagdish (Jack) G. Belani has served as Senior Vice President of Packaging Materials segment and Corporate Marketing since November 2005,
after serving as Vice President of Wire Bonding and Corporate Marketing; Vice President of Business Units and Marketing, President of the
Wire Bonding Division and President of XLLAM, our high density substrate group. Mr. Belani earned a Bachelor of Science degree in chemical
engineering from Indian Institute of Technology, Madras, India; a Masters of Science degree in metallurgical and materials engineering from
[linois Institute of Technology and a Juris Doctor from the University of Santa Clara.

Maurice E. Carson became Senior Vice President, Chief Financial Officer ( CFO ) in November 2007 after serving as Vice President, CFO since
September 2003. From 1996 until 2003, Mr. Carson served in various finance positions culminating as the Vice President, Finance and

Corporate Controller for Cypress Semiconductor Corporation. Mr. Carson earned a Bachelor of Science degree from the University of Colorado
and a Masters in Business Administration degree from the University of Chicago.

Bruce Griffing has served as Vice President, Engineering since September 2004. From 2001 to 2003, Dr. Griffing served as Vice President and
Chief Technology Officer of DuPont Photomask, a micro-imaging solutions company. Dr. Griffing earned a Bachelor of Science in physics from
Miami University, Oxford, Ohio and a Ph.D in Physics from Purdue University.

Christian Rheault became Senior Vice President, Equipment segment in November 2007 after serving as Vice President, Equipment segment
since 2006. Before that, he served as Vice President and General Manager of our Ball Bonder Business Unit and Director of Strategic Marketing
and Vice President/General Manager of our Microelectronics Business Unit. Mr. Rheault earned an Electrical Engineering degree from Laval
University, Canada and a DSA (Business Administration Diploma) from Sherbrooke University, Canada.
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Item 1A. RISK FACTORS
Risks Related to Our Business and Industry

The semiconductor industry is volatile with sharp periodic downturns and slowdowns.

Our operating results are significantly affected by the capital expenditures of large semiconductor manufacturers and their subcontract
assemblers and vertically integrated manufacturers of electronic systems. Expenditures by semiconductor manufacturers and their subcontract
assemblers and vertically integrated manufacturers of electronic systems depend on the current and anticipated market demand for
semiconductors and products that use semiconductors, including personal computers, telecommunications equipment, consumer electronics, and
automotive goods. Significant downturns in the market for semiconductor devices or in general economic conditions reduce demand for our
products and materially and adversely affect our business, financial condition and operating results.

Historically, the semiconductor industry has been volatile, with periods of rapid growth followed by industry-wide retrenchment. These periodic
downturns and slowdowns have adversely affected our business, financial condition and operating results. They have been characterized by,
among other things, diminished product demand, excess production capacity, and accelerated erosion of selling prices. These downturns
historically have severely and negatively affected the industry s demand for capital equipment, including the assembly equipment and the
packaging materials that we sell. There can be no assurances regarding levels of demand for our products, and in any case, we believe the
historical volatility —both upward and downward ~ will persist.

We may experience increasing price pressure.

Our historical business strategy for many of our products had focused on product performance and customer service rather than on price. We
now continually seek to reduce our cost structure by moving operations to lower cost areas and by reducing other operating costs. If we are
unable to realize prices that allow us to continue to compete on the basis of performance and service, our financial condition and operating
results may be materially and adversely affected.

Our quarterly operating results fluctuate significantly and may continue to do so in the future.

In the past, our quarterly operating results have fluctuated significantly. We expect quarterly results will continue to fluctuate. Although these
fluctuations are partly due to the volatile nature of the semiconductor industry, they also reflect other factors, many of which are outside of our
control.

Some of the factors that may cause our net revenues and/or operating margins to fluctuate significantly from period to period are:

market downturns;

the mix of products we sell because, for example:

certain lines of equipment within our business segments are more profitable than others; and

some sales arrangements have higher gross margins than others;

cancelled or deferred orders;

competitive pricing pressures may force us to reduce prices;
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higher than anticipated costs of development or production of new equipment models;

the availability and cost of the components for our products;
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delays in the development and manufacture of our new products and upgraded versions of our products and market acceptance of
these products when introduced;

customers delay in purchasing our products due to anticipation that we or our competitors may introduce new or upgraded products;
and

our competitors introduction of new products.
Many of our expenses, such as research and development, selling, general and administrative expenses, and interest expense, do not vary directly
with our net revenue. Our research and development efforts include long-term projects lasting a year or more, which require significant
investments. In order to realize the benefits of these projects, we believe that we must continue to fund them during periods when our revenue
has declined. As a result, a decline in our net revenue would adversely affect our operating results. In addition, if we were to incur additional
expenses in a quarter in which we did not experience comparable increased net revenue, our operating results would decline. In a downturn, we
may have excess inventory, which is required to be written off. Some of the other factors that may cause our expenses to fluctuate from
period-to-period include:

the timing and extent of our research and development efforts;

severance, resizing, and other costs of relocating facilities;

inventory write-offs due to obsolescence; and

increases in the cost of labor or materials.
Because our revenue and operating results are volatile and difficult to predict, we believe consecutive period-to-period comparisons of our
operating results may not be a good indication of our future performance.

We may not be able to rapidly develop, manufacture and gain market acceptance of new and enhanced products required to maintain or
expand our business.

We believe our continued success depends on our ability to continuously develop and manufacture new products and product enhancements on a
timely and cost-effective basis. We must introduce these products and product enhancements into the market in a timely manner in response to
customers demands for higher performance assembly equipment, leading-edge materials customized to address rapid technological advances in
integrated circuits, and capital equipment designs. Our competitors may develop new products or enhancements to their products that offer
performance, features and lower prices that may render our products less competitive. The development and commercialization of new products
requires significant capital expenditures over an extended period of time, and some products that we seek to develop may never become
profitable. In addition, we may not be able to develop and introduce products incorporating new technologies in a timely manner that will satisfy
our customers future needs or achieve market acceptance.

Substantially all of our sales and manufacturing operations are located outside of the United States, and we rely on independent foreign
distribution channels for certain product lines; all of which subject us to risks, including risks from changes in trade regulations, currency
Sfluctuations, political instability and war.

Approximately 95%, 93% and 96% of our net sales for fiscal 2005, 2006 and 2007, respectively, were to customers located outside of the United
States, in particular to customers located in the Asia/Pacific region.

Our future performance will depend on our ability to continue to compete in foreign markets, particularly in the Asia/Pacific region. These
economies have been highly volatile, resulting in significant fluctuation in local currencies, and political and economic instability. These
conditions may continue or worsen, which may materially and adversely affect our business, financial condition and operating results.
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We also rely on non-United States suppliers for materials and components used in our products, and nearly all of our manufacturing operations
are located in countries other than the United States. We manufacture our bonders and bonding wire in Singapore, we manufacture bonding tools
in Israel and China, die bonders in Switzerland and China, bonding wire in Switzerland, and we have sales, service and support personnel in
China, Japan, Korea, Malaysia, the Philippines, Singapore, Switzerland, Taiwan, Thailand and throughout Europe. We also rely on independent
foreign distribution channels for certain of our product lines. As a result, a major portion of our business is subject to the risks associated with
international, and particularly Asia/Pacific, commerce, such as:

risks of war and civil disturbances or other events that may limit or disrupt manufacturing and markets;

seizure of our foreign assets, including cash;

longer payment cycles in foreign markets;

international exchange restrictions;

restrictions on the repatriation of our assets, including cash;

significant foreign and United States taxes on repatriated cash;

the difficulties of staffing and managing dispersed international operations;

possible disagreements with tax authorities regarding transfer pricing regulations;

episodic events outside our control such as, for example, an outbreak of Severe Acute Respiratory Syndrome or influenza;

tariff and currency fluctuations;

changing political conditions;

labor conditions and costs;

foreign governments monetary policies and regulatory requirements;

less protective foreign intellectual property laws; and
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legal systems which are less developed and which may be less predictable than those in the United States.
Because most of our foreign sales are denominated in U.S. dollars, an increase in value of the U.S. dollar against foreign currencies, will make
our products more expensive than those offered by some of our foreign competitors. Our ability to compete overseas in the future may be
materially and adversely affected by a strengthening of the U.S. dollar against foreign currencies.

Our international operations also depend upon favorable trade relations between the United States and those foreign countries in which our
customers, subcontractors, and materials suppliers have operations. A protectionist trade environment in either the United States or those foreign
countries in which we do business, such as a change in the current tariff structures, export compliance or other trade policies, may materially and
adversely affect our ability to sell our products in foreign markets.

We are exposed to fluctuations in currency exchange rates that could negatively impact our financial results and cash flows.

Because a significant portion of our business is conducted outside the United States, we face exposure to adverse movements in foreign currency
exchange rates which could have a material adverse impact on our financial results and cash flows. Historically, our primary exposures have
related to net working capital exposures denominated in currencies other than a

11
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foreign subsidiaries functional currency, and remeasurement of our foreign subsidiaries net monetary assets from the subsidiaries local currency
into the subsidiaries functional currency. In general, an increase in the value of the U.S. dollar could require certain of our foreign subsidiaries to
record translation and remeasurement gains. Conversely, a decrease in the value of the U.S. dollar could require certain of our foreign

subsidiaries to record losses on translation and remeasurement. An increase in the value of the U.S. dollar could increase the cost to our
customers of our products in those markets outside the United States where we sell in U.S. dollars, and a weakened U.S. dollar could increase

the cost of local operating expenses and procurement of raw materials. Our primary exposures include the Swiss Franc, the Chinese Yuan, the
Euro, Singapore dollar, Israeli Shekel and the Japanese Yen. Our board of directors has granted management with limited authority to enter into
foreign exchange forward contracts and other instruments designed to minimize the short term impact currency fluctuations have on our

business. We have entered into foreign exchange forward contracts and expect to enter into additional foreign exchange forward contracts and
other instruments in the future. Our attempts to hedge against these risks may not be successful and may result in a material adverse impact on
our financial results and cash flows.

Rising gold prices increase our working capital requirements.

Liquidity required to support the working capital requirements of our wire business is directly impacted by the price of gold. As the price of gold
rises, our working capital needs increase which reduces our return on invested capital and limits the amount of cash available for other corporate
purposes. Additionally, if the standby letters of credit we use to support our gold financing arrangement were to become unavailable, we would
have to provide new letters of credit or cash of an equivalent amount as security.

We may not be able to consolidate manufacturing facilities without incurring unanticipated costs and disruptions to our business.

As part of our ongoing efforts to further reduce our cost structure, we may seek to consolidate our manufacturing facilities. If this occurred, we
may incur significant and unexpected costs, delays and disruptions to our business during this consolidation process. Because of unanticipated
events, including the actions of governments, suppliers, employees or customers, we may not realize the synergies, cost reductions and other
benefits of any consolidation to the extent or within the timeframe that we currently expect.

Our business depends on attracting and retaining management, marketing and technical employees.

Our future success depends on our ability to hire and retain qualified management, marketing and technical employees. In particular, we
periodically experience shortages of technical personnel. If we are unable to continue to attract and retain the managerial, marketing and
technical personnel we require, our business, financial condition and operating results could be materially and adversely affected.

Difficulties in forecasting demand for our product lines may lead to periodic inventory shortages or excesses.

We typically operate our business with limited visibility of future demand. As a result, we sometimes experience inventory shortages or
excesses. We generally order supplies and otherwise plan our production based on internal forecasts for demand. We have in the past, and may
again in the future, fail to forecast accurately demand for our products, in terms of both volume and configuration for either our current or
next-generation wire bonders. This has led to and may in the future lead to delays in product shipments or, alternatively, an increased risk of
inventory obsolescence. If we fail to forecast accurately demand for our products, including assembly equipment and packaging materials, our
business, financial condition and operating results may be materially and adversely affected.

Alternative packaging technologies other than wire bonding may render some of our products obsolete.

Alternative packaging technologies have emerged that may improve device performance or reduce the size of an integrated circuit package, as
compared to traditional die and wire bonding. These technologies include flip chip and chip scale packaging. Some of these alternative
technologies eliminate the need for wires to establish the electrical connection between a die and its package. The semiconductor industry may,
in the future, shift a significant part of its volume into alternative packaging technologies, such as those discussed above, which do not employ
our products. If a significant shift to alternative packaging technologies were to occur, demand for our equipment and related packaging
materials may be materially and adversely affected.

12
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Because a small number of customers account for most of our sales, our revenues could decline if we lose a significant customer.

The semiconductor manufacturing industry is highly concentrated, with a relatively small number of large semiconductor manufacturers and
their subcontract assemblers and vertically integrated manufacturers of electronic systems purchasing a substantial portion of our semiconductor
assembly equipment and packaging materials. Sales to a relatively small number of customers account for a significant percentage of our net
sales. During fiscal 2005, 2006, and 2007, sales in the aggregate to Advanced Semiconductor Engineering and ST Microelectronics, our largest
customers accounted for 22.6%, 29.0% and 30.6%, respectively, of our net revenue.

We expect that sales of our products to a small number of customers will continue to account for a high percentage of our net sales for the
foreseeable future. Thus, our business success depends on our ability to maintain strong relationships with our customers. Any one of a number
of factors could adversely affect these relationships. If, for example, during periods of escalating demand for our equipment, we were unable to
add inventory and production capacity quickly enough to meet the needs of our customers, they may turn to other suppliers making it more
difficult for us to retain their business. Similarly, if we are unable for any other reason to meet production or delivery schedules, particularly
during a period of escalating demand, our relationships with our key customers could be adversely affected. If we lose orders from a significant
customer, or if a significant customer reduces its orders substantially, these losses or reductions may materially and adversely affect our
business, financial condition and operating results.

We depend on a small number of suppliers for raw materials, components and subassemblies. If our suppliers do not deliver their products to
us, we would be unable to deliver our products to our customers.

Our products are complex and require raw materials, components and subassemblies having a high degree of reliability, accuracy and
performance. We rely on subcontractors to manufacture many of these components and subassemblies and we rely on sole source suppliers for
some important components and raw materials, including gold. As a result, we are exposed to a number of significant risks, including:

lack of control over the manufacturing process for components and subassemblies;

changes in our manufacturing processes, in response to changes in the market, which may delay our shipments;

our inadvertent use of defective or contaminated raw materials;

the relatively small operations and limited manufacturing resources of some of our suppliers, which may limit their ability to
manufacture and sell subassemblies, components or parts in the volumes we require and at acceptable quality levels and prices;

reliability or quality problems with certain key subassemblies provided by single source suppliers as to which we may not have any
short term alternative;

shortages caused by disruptions at our suppliers and subcontractors for a variety of reasons, including work stoppage or fire,
earthquake, flooding or other natural disasters;

delays in the delivery of raw materials or subassemblies, which, in turn, may delay our shipments; and

the loss of suppliers as a result of consolidation of suppliers in the industry.
If we are unable to deliver products to our customers on time for these or any other reasons; if we are unable to meet customer expectations as to
cycle time; or if we do not maintain acceptable product quality or reliability, our business, financial condition and operating results may be
materially and adversely affected.
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We may acquire or divest businesses or enter into joint ventures or strategic alliances, which may materially affect our business, financial
condition and operating results.

We continually evaluate our portfolio of businesses and may decide to buy or sell businesses or enter into joint ventures or other strategic
alliances. During fiscal 2007, we acquired Alphasem, a manufacturer of die bonders, and may from time to time in the future seek to acquire or
divest other businesses or enter into alliances with other companies. Significant acquisitions and alliances may increase demands on
management, engineering, financial resources and information and internal control systems. Our success with respect to acquisitions and
alliances will depend, in part, on our ability to manage and integrate acquired businesses and alliances with our existing businesses and to
successfully implement, improve and expand our systems, procedures and controls. In addition, we may divest existing businesses, which would
cause a decline in revenues and may make our financial results more volatile. If we fail to integrate and manage acquired businesses successfully
or to manage the risks associated with divestitures, joint ventures or other alliances, our business, financial condition and operating results may
be materially and adversely affected.

We may be unable to continue to compete successfully in the highly competitive semiconductor equipment and packaging materials
industries.

The semiconductor equipment and packaging materials industries are very competitive. In the semiconductor equipment, significant competitive
factors include performance, quality, customer support and price. In the semiconductor packaging materials industry, competitive factors include
price, delivery and quality.

In each of our markets, we face competition and the threat of competition from established competitors and potential new entrants. In addition,
established competitors may combine to form larger, better capitalized companies. Some of our competitors have or may have significantly
greater financial, engineering, manufacturing and marketing resources. Some of these competitors are Asian and European companies that have
had, and may continue to have, an advantage over us in supplying products to local customers who appear to prefer to purchase from local
suppliers, without regard to other considerations.

We expect our competitors to improve their current products performance, and to introduce new products and materials with improved price and
performance characteristics. Our competitors may independently develop technology that is similar to or better than ours. New product and
materials introductions by our competitors or by new market entrants could hurt our sales. If a particular semiconductor manufacturer or
subcontract assembler selects a competitor s product or materials for a particular assembly operation, we may not be able to sell products or
materials to that manufacturer or assembler for a significant period of time. Manufacturers and assemblers sometimes develop lasting
relationships with suppliers, and assembly equipment providers in our industry often go years without requiring replacement. In addition, we

may have to lower our prices in response to price cuts by our competitors, which may materially and adversely affect our business, financial
condition and operating results. If we cannot compete successfully, we could be forced to reduce prices, and could lose customers and market
share and experience reduced margins and profitability.

Our success depends in part on our intellectual property, which we may be unable to protect.

Our success depends in part on our proprietary technology. To protect this technology, we rely principally on contractual restrictions (such as
nondisclosure and confidentiality provisions) in our agreements with employees, subcontractors, vendors, consultants and customers and on the
common law of trade secrets and proprietary know-how. We also rely, in some cases, on patent and copyright protection. We may not be
successful in protecting our technology for a number of reasons, including the following:

employees, subcontractors, vendors, consultants and customers may violate their contractual agreements, and the cost of enforcing
those agreements may be prohibitive, or those agreements may be unenforceable or more limited than we anticipate;

foreign intellectual property laws may not adequately protect our intellectual property rights; and

our patent and copyright claims may not be sufficiently broad to effectively protect our technology; our patents or copyrights may be
challenged, invalidated or circumvented; or we may otherwise be unable to obtain adequate protection for our technology.
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In addition, our partners and alliances may also have rights to technology that we develop. We may incur significant expense to protect or
enforce our intellectual property rights. If we are unable to protect our intellectual property rights, our competitive position may be weakened.

Third parties may claim we are infringing on their intellectual property, which could cause us to incur significant litigation costs or other
expenses, or prevent us from selling some of our products.

The semiconductor industry is characterized by rapid technological change, with frequent introductions of new products and technologies.
Industry participants often develop products and features similar to those introduced by others, creating a risk that their products and processes
may give rise to claims that they infringe on the intellectual property of others. We may unknowingly infringe on the intellectual property rights
of others and incur significant liability for that infringement. If we are found to have infringed on the intellectual property rights of others, we
could be enjoined from continuing to manufacture, market or use the affected product, or be required to obtain a license to continue
manufacturing or using the affected product. A license could be very expensive to obtain or may not be available at all. Similarly, changing or
re-engineering our products or processes to avoid infringing the rights of others may be costly, impractical or time consuming.

Occasionally, third parties assert that we are, or may be, infringing on or misappropriating their intellectual property rights. In these cases, we
will defend against claims or negotiate licenses where we consider these actions appropriate. Intellectual property cases are uncertain and
involve complex legal and factual questions. If we become involved in this type of litigation, it could consume significant resources and divert
our attention from our business.

We may be materially and adversely affected by environmental and safety laws and regulations.

We are subject to various federal, state, local and foreign laws and regulations governing, among other things, the generation, storage, use,
emission, discharge, transportation and disposal of hazardous material, investigation and