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Pixelworks Reports Fourth Quarter and 2001 Financial Results

01/24/02
TUALATIN, Ore., Jan 24, 2002 (BUSINESS WIRE) -- Pixelworks, Inc. (Nasdaq:PXLW):

Conference Call at 2 p.m. PST, January 24, 2002 - Pixelworks will host a conference call at 2 p.m. PST, January 24, 2002, which can be accessed at
(719) 457-2662 using pass code 769033, or at www.videonewswire.com. A replay will be available by telephone through January 26, 2002, at (719)
457-0820 using pass code 769033. The Web broadcast will also be available at www.videonewswire.com through February 7, 2002.

2001 Financial H ghlights

-- Record 2001 revenues of $90.8 million increases 73 percent
over 2000

-- Record pro forma net inconme(a) of $14.3 million, or 15.7
percent of revenue, is up 149 percent over pro forma net
income(a) of $5.7 million, or 10.9 percent of revenue, in 2000

-- Record pro forma EPS(a) of $0.33 nearly doubles from $0.17 in
2000

-- Net loss in accordance with generally accepted accounting
principles was ($42.6) nmillion, or ($1.05) per diluted share
in 2001 conpared to net |oss attributable to conmon
sharehol ders of ($12.7) million, or ($0.50) per diluted share,
in 2000

Fourth Quarter 2001 Financial Hi ghlights

-- Revenue of $22.7 mllion was up 25 percent year-over-year and
down 6 percent sequentially

-- Record fourth quarter unit shipnments to LCD nonitor
manuf act urers increases 26 percent sequentially, nearly
triples year-over-year

-- Record gross profit margins of 56.6 percent increase for
ei ghth consecutive quarter

-- Record pro forna net incone(a) of $4.0 mllion, or $0.09 per
diluted share, was up 40 percent over pro forma net inconme(a)
of $2.8 mllion, or $0.07 per diluted share, in the fourth
quarter of 2000

-- Net loss in accordance with generally accepted accounting
principles was ($2.0) nmillion, or ($0.05) per diluted share in
Q01conpared to net income of $2.2 nillion, or $0.06 per
diluted share, in Q400

(a) Pro forma net income (loss) represents net income (loss) excluding non-cash expenses for the amortization of goodwill and
assembled workforce, patent settlement expense, in-process research and development expense, amortization of deferred stock
compensation, accretion of preferred stock redemption preference and preferred stock beneficial conversion feature. Net Income
(loss) excluding these expenses differs from net income (loss) according to generally accepted accounting principles.

Pixelworks, Inc. (Nasdaq:PXLW), a leading provider of system-on-a-chip ICs for the advanced display market, today announced financial results for
the fourth quarter and year ended December 31, 2001.

Revenue for the year totaled $90.8 million, a 73 percent increase over revenue of $52.6 million in 2000. Revenue for the fourth quarter was $22.7
million, up 25 percent compared to the prior year's fourth quarter and down six percent sequentially, primarily due to softness in the multimedia
projector market reflecting the ongoing general economic weakness.

Pro forma net income(a) for the year was $14.3 million, or $0.33 per diluted share, up 149 percent from $5.7 million, or $0.17 per diluted share, in
2000. Pro-forma net income(a) for the fourth quarter was $4.0 million, or $0.09 per diluted share, a 40 percent increase over pro forma net income of
$2.8 million, or $0.07 per diluted share, in the fourth quarter of 2000 and a 3 percent increase over pro forma net income of $3.9 million, or $0.09 per
diluted share, in the third quarter of 2001.

Non-cash charges recorded in 2001 in accordance with generally accepted accounting principles included $16.0 million for amortization of goodwill
and assembled workforce and $32.4 million for in-process R&D expense, both of which related to the acquisition of Panstera, Inc., and $8.5 million for
amortization of deferred stock compensation, most of which was related to the acquisition of Panstera. Including these non-cash charges, net loss for
the year ended December 31, 2001 was ($42.6) million, or ($1.05) per diluted share, compared to a net loss attributable to common shareholders of
($12.7) million, or ($0.50) per diluted share, in 2000. Non-cash charges recorded in the fourth quarter of 2001 in accordance with generally accepted
accounting principles included $4.4 million for amortization of goodwill and assembled workforce and $1.6 million for amortization of deferred stock
compensation. Including these non-cash charges, net loss for the fourth quarter of 2001 was ($2.0) million, or ($0.05) per diluted share, compared to



net income of $2.2 million, or $0.06 per diluted share, in the fourth quarter of 2000 and a net loss of ($3.0) million, or ($0.07) per diluted share, in the
third quarter of 2001.

"The year 2001 was without question an outstanding one for Pixelworks," said Allen Alley, President, CEO, and Chairman of Pixelworks. "We grew
revenues 73 percent and nearly doubled pro forma earnings per share, increased market share across all business segments, and exited the year with
a very strong balance sheet including over $100 million in cash and marketable securities, and no debt," Alley added.

"But even more important we worked intensely throughout 2001 to develop a broad technology portfolio and to acquire deep technical talent. Because
of our success against those initiatives, we enter 2002 well on our way to having the broadest product offerings in our industry, from display processors
for low-end LCD monitors to high-end media appliances incorporating our new Jolt architecture, and everything in between. As the products begin to
penetrate their respective market segments during 2002 we see great promise for significant growth and profitability," Alley concluded.

Busi ness Qutl ook

The following statements are based on current expectations. These statements are forward-looking, subject to risks and
uncertainties, and actual results may differ materially. These statements do not include the potential impact of any investments
outside the ordinary course of business, or mergers or acquisitions that may be completed after December 31, 2001 other than
the recently completed acquisition of nDSP, Corporation. Readers are cautioned not to place undue reliance on these forward-
looking statements, which speak only as of the date of this press release. The inclusion of any statement in this release does not
constitute a suggestion by the company or any other person that the events or circumstances described in such statements are
material. The company does not undertake to publicly update or revise these forward-looking statements even if experience or
future changes make it clear that any projected results expressed or implied in this release will not be realized.

Continuing uncertainty in global economic conditions makes it particularly difficult to predict product demand and other related matters.

-- The business outlook includes certain effects of the recent
acqui sition of nDSP, Inc., which closed on January 14, 2002
It should be noted, however, due to the uncertainty as to the
actual armounts involved, this business outl ook does not
include other certain, |arge, non-cash expenses related to the
nDSP acqui sition that the conpany is expected to incur as
requi red under generally accepted accounting principles
pertaining to the purchase method of accounting for
acqui sitions. The expenses include, but may not be limted to,
the wite-off of in-process research and devel opnent charges
related to the acquisition

-- The conpany estinmates first quarter 2002 revenue will be $21
to $23 mllion. The conpany expects double-digit rates of
sequential quarterly revenue growth beginning in the second
quarter as new products devel oped in 2001 begin to ship in
producti on vol unes. The conpany expects the hi ghest sequentia
quarterly rates of growh to occur in the third and fourth
quarters of the year. Wile estinmating revenue is very
difficult given the uncertain economnm c environment, the
conpany is estimating revenue will be in excess of $125
mllion for the full year 2002. Revenue is highly dependent on
a nunber of factors including, but not linmted to, genera
econom ¢ conditions, tinely new product introductions, the
conpany's ability to secure additional design wins with
custoners, growth rates in the flat panel nonitor, multimedia
proj ector, and advanced tel evision markets, and increased
supply of products fromthe conpany's third party foundries.

-- The conpany expects gross profit margins in the first quarter
of 2002 to be 49 to 51 percent. The conpany expects gross
profit margins in 2002 to range from46 to 50 percent during
the renmmining quarters of the year. Gross profit nargins nmay
be hi gher or |ower than expected due to nany factors
including, but not limted to, conpetitive pricing actions,
changes in estinmated product costs, revenue levels, and
changes in estinmted product m x

-- The conpany expects conbi ned operating expenses for R& and
SEA of approximately $10.0 to $10.5 nillion in the first
quarter of 2002, and $42 to $46 nillion for the full year.

-- The company expects non-cash charges related to the
anortization of deferred stock conpensation to be
approximately $1.1 mllion in the first quarter of 2002 and
$4.4 mllion for the year



-- The conpany expects interest income of approxinately $800, 000
inthe first quarter of 2002 and $3.2 nillion for the year.
This estimate is dependent on no nmaterial change to average
cash bal ances and interest rates fromthose at Decenber 31,
2001.

-- The conpany expects the tax rate for 2002 to be approxi mately
30 percent of pro forma pretax income(a).

About Pi xel works, Inc.

Pixelworks, headquartered in Tualatin, Oregon, is a leading provider of system-on-a-chip ICs for the advanced display market.
Pixelworks' solutions process and optimize video, computer graphics and Web information for display on a wide variety of devices
used in business and consumer markets. Pixelworks ImageProcessor Architecture powers the world's most highly regarded flat
panel display products, including monitors and projectors marketed by Compagq, Dell, NEC-Mitsubishi, Samsung, SANYO, Sony
and ViewSonic. For more information, please visit the company's Web site at www.pixelworks.com.

Pixelworks is a trademark of Pixelworks, Inc. All other trademarks and registration marks are the property of their respective corporations.
Safe Harbor Statement

The statements by Allen Alley and the statements in the business outlook above are forward-looking statements within the meaning of the Securities
Litigation Reform Act of 1995. Such statements are based on current expectations, estimates and projections about the company's business. These
statements are not guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict. Actual results
could vary materially from the description contained herein due to many factors including those described above and the following: business and
economic conditions, changes in growth in the flat panel monitor, multimedia projector, and advanced television industries, changes in customer
ordering patterns, competitive factors, such as rival chip architectures, pricing pressures, insufficient, excess or obsolete inventory and variations in
inventory valuation, continued success in technological advances, shortages of manufacturing capacity from our third-party foundries, litigation
involving antitrust and intellectual property, the non-acceptance of the combined technologies by leading manufacturers, and other risk factors listed
from time to time in the company's Securities and Exchange Commission filings. In addition, such statements are subject to the risks inherent in
investments in and acquisitions of technologies and businesses, including the timing and successful completion of technology and product
development through volume production, integration issues, unanticipated costs and expenditures, changing relationships with customers, suppliers
and strategic partners, potential contractual, intellectual property or employment issues, accounting treatment and charges, and the risks that the
investment or acquisition cannot be completed successfully or that anticipated benefits are not realized. The forward-looking statements contained in
this press release speak only as of the date on which they are made, and the company does not undertake any obligation to update any forward-
looking statement to reflect events or circumstances after the date of this news release. If the company does update one or more forward-looking
statements, investors and others should not conclude that the company will make additional updates with respect thereto or with respect to other
forward-looking statements.

Pl XELWORKS, | NC.
CONDENSED CONSOL| DATED STATEMENT OF OPERATI ONS
(I'n thousands, except per share data)

Three Mont hs Ended Year Ended
Decenber 31, Decenber 31,
2001 2000 2001 2000
Revenue $ 22,659 $ 18,121 $ 90,808 $ 52,593
Cost of revenue 9, 832 10, 495 46, 499 31, 342
G oss profit 12, 827 7,626 44, 309 21, 251
Qper ati ng expenses:
Research and devel opnent 5,183 3,079 18, 096 10, 225
Sel li ng, general
and adm ni strative 4,540 3, 306 16, 373 9, 708
Anortization of
goodwi I | & assenbl ed
wor kf or ce 4, 359 -- 15, 982 --
Pat ent settl enent
expense -- -- -- 4,078
I n-process R&D
expense - - -- 32, 400 --
Anortization of
def erred stock
conpensati on 1, 588 600 8, 461 2,227
Total operating
expenses 15, 670 6, 985 91, 312 26, 238
I ncorme (Il oss)
from operations (2, 843) 641 (47, 003) (4,987)



Interest incone
I nterest expense
Q her expense

I nterest and ot her
i ncone, net

I ncome (Il oss)
before i ncone
t axes

I ncone tax provision

Net incone (Il oss)
Preferred stock
beneficia
feature
Accretion of
preferred stock
redenption preference

Net incone (I oss)
attributable to
conmon
shar ehol ders

Basi ¢ net incomne
(l oss) per share

Di |l uted net income
(l oss) per share

Wei ght ed aver age
shar es-basi c

Wi ght ed aver age
shares-dil uted

Pr of or ma net

i ncome( 1)
Basi ¢ net incone
per share
Diluted net incone
per share

Wi ght ed aver age
shar es- basi c

Wei ght ed aver age
shares-dil uted

Pr of or ma net

(D

stock compensati on,
patent settlenent expense,

wor kf or ce

conver si on

.- .- .- (38)

.- (80) .- (104)

857 1,584 4, 444 4, 420

(1, 986) 2,225 (42, 559) (567)
(1, 986) 2, 225 (42, 559) (567)

.- .- .- 9, 996

-- -- -- 2, 100
$ (1,986) $ 2,225 $ (42,559) $ (12,663)
$  (0.05) $ 0.06 $ (1.05) $  (0.50)
$  (0.05) $ 0.06 $ (1.05 $  (0.50)

41, 279,292 36,574,193 40,661,642 25,573,392

41, 279,292 39, 334,152 40, 661, 642 25,573, 392

$ 3,961 $ 2,825 $ 14,284 $ 5,738
$ 0.10 $ 0.08 $ 0.35 $ 0.22
$ 0.09 $ 0.07 $ 0.33 % 0.17

41, 279,292 36,574,193 40,661, 642 25,573,392

43,421,736 39,334,152 43,209,771 34,660,321

income (loss) excludes anortization of deferred

anortization of goodwi ||l and assenbl ed
i n-process R&D expense

accretion of preferred stock redenption preference and preferred

stock beneficia

conversion feature

Pl XELWORKS, | NC.

CONDENSED CONSCLI DATED BALANCE SHEET

ASSETS

(I'n thousands)
Decenber 31
2001

Decenber 31
2000



CURRENT ASSETS

Cash and cash equival ents $ 53, 288 $ 49, 681

Short-term nmar ket abl e securities 40, 517 54, 051

Accounts recei vabl e, net 6, 378 6, 608

I nventories, net 4,176 3,280

Prepai d expenses and ot her

current assets 3,667 592
Total current assets 108, 026 114, 212

Property and equi prment, net 5, 463 3, 660
Def erred i ncone taxes 1, 487 --
Coodwi | | and assenbl ed wor kforce, net 69, 162 --
Long-term mar ket abl e securities 7,450 --
G her assets, net 11, 251 2,422
Total Assets $ 202, 839 $ 120, 294

LI ABI LI TI ES AND SHAREHOLDERS EQUI TY
CURRENT LI ABI LI TI ES

Account s payabl e $ 2,391 $ 9,120
Accrued liabilities 6, 815 4,721
Total current liabilities 9, 206 13, 841
Shar ehol ders' equity 193, 633 106, 453
Total liabilities and
shar ehol ders' equity $ 202, 839 $ 120, 294
CONTACT: Pi xel wor ks, |nc.

Investor Inquiries

Jodi e Brady, 503/612-6700 ext. 527
E-mai | : | odi eb@i xel wor ks. com

Web site: www pi xel wor ks. com

or

Pi xel wor ks, I nc.

Media I nquiries

Chris Bright, 503/612-6700 ext. 594
E-nmil: cbright @i xel works. com

URL: http://ww. busi nesswi re. com
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with Hyperlinks to your home page.

Copyright (C 2002 Business Wre. Al rights reserved.



